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A Warning About Forward-Looking Statements

This Annual Report on Form 10-K contains forwardkimg statements within the meaning of the fedseaurities laws that involve material
risks, assumptions and uncertainties. Many possi#ats or factors could affect our future finahogsults and performance, such that our
actual results and performance may differ matgriaim those that may be described or implied e ftirward-looking statements. As such
no forward-looking statement can be guaranteedef@ifices in actual results and performance mag ass result of a number of factors
including, without limitation, fluctuations in owperating results resulting from seasonality, timéntg of the onset, length and severity of ¢
and flu seasons, government and media attentiarséaton influenza and the related potential impadiumans from novel influenza virus
adverse changes in competitive conditions in doimasd international markets, changes in saleddesit relates to the absorption of our
fixed costs; lower than anticipated market penigtmadf our products, the reimbursement system atigrén place and future changes to that
system, and changes in economic conditions in oaredtic and international markets; the quantitgwfproduct in our distributors’
inventory or distribution channels, changes intihging patterns of our distributors, and changeblénhealth care market and consolidation
of our customer base; our development and protectiantellectual property; our development of nehnologies, products and markets;
reliance on a limited number of key distributorsr eeliance on sales of our influenza diagnostssst our ability to manage our growth
strategy, including our ability to integrate comiganor technologies we have acquired or may acquitellectual property risks, including t
not limited to, infringement litigation; limitatianand covenants in our Senior Credit Facility; mered for additional funds to finance our
operating needs; volatility and disruption in thel@l capital and credit markets; acceptance ofppoducts among physicians and other
healthcare providers; competition with other prevglof diagnostic products; adverse actions orydétanew product reviews or related to
currently-marketed products by the U.S. Food anegDxdministration (the “FDA”); changes in governnme@olicies; compliance with other
government regulations, such as safe working cmmdif manufacturing practices, environmental ptatacfire hazard and disposal of
hazardous substances; third-party reimbursemertdiggl our ability to meet demand for our produatgerruptions in our supply of raw
materials; product defects; business risks notreal/by insurance and exposure to other litigatiaints; interruption to our computer
systems; competition for and loss of managemenkaggersonnel; international risks, including hat limited to, compliance with product
registration requirements, exposure to currencyamge fluctuations and foreign currency excharglegiaring arrangements, longer
payment cycles, lower selling prices and greatiicdlty in collecting accounts receivable, redugedtection of intellectual property rights,
political and economic instability, taxes, and dsien of lower priced international products int8 tharkets; our significant debt service
requirements; the possibility that we may incuriiddal indebtedness; our inability to settle corsiens of our Convertible Senior Notes in
cash; the effect on our operating results fromttigger of the conditional conversion feature of @onvertible Senior Notes; dilution
resulting from future sales of our equity; voldgilin our stock price; provisions in our chartecdments, Delaware law and our Convertible
Senior Notes that might delay or impede stockhoda¢ions with respect to business combinationsnoites transactions; and our intention of
not paying dividends. Forward-looking statemenfsdglly are identified by the use of terms suclimaay,” “will,” “should,” “might,”

“expect,” “anticipate,” “estimate,” “plan,” “intenti“goal,” “project,” “strategy,” “future,” and sintar words, although some forward-looking
statements are expressed differently. Forward-lapkiatements in this Annual Report include, anathgrs, statements concerning: our
outlook for the upcoming fiscal year, including jetions about our revenue, gross margins, andnsgse projected capital expenditures for
the upcoming fiscal year and our source of fundséh expenditures; the sufficiency of our ligtydind capital resources; our strategy,
goals and objectives; that point-of-care testingdseasing; that we will continue to make substrixpenditures for research and
development activities; our reliance on key disttidss; that influenza test revenues will continodé a significant portion of our total
revenue; industry consolidation and competitiondss competition for management and key persotingi;we may enter into additional
foreign currency exchange risk sharing arrangemémis the price of our common stock will contirtodluctuate; our exposure to claims and
litigation; our intention to not pay dividends; eqbations regarding grant revenues and expendiitui&315; that we will continue to incur
substantial royalty and license expenses; the itmaour tax rate due to changes in California lamg our intention to continue to evaluate
technology and acquisition opportunities. The rid&scribed under “Risk Factors” in Item 1A of tAisnual Report and elsewhere herein and
in reports and registration statements that wenita the Securities and Exchange Commission (8#C") from time to time, should be
carefully considered. You are cautioned not to @lasdue reliance on these forward-looking statespevttich reflect management’s analysis
only as of the date of this Annual Report. Thedaihg should be read in conjunction with the autli@onsolidated Financial Statements and
Notes thereto. Except as required by law, we uadlerho obligation to publicly release the resuftary revision or update of these forw-
looking statements, whether as a result of newrinédion, future events or otherwise.
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Part |

Iltem 1. Business

” o

All references to “we,” “our,” and “us” in this Amnral Report refer to Quidel Corporation and its #libsies.

Overview

We have a leadership position in the developmeahufacturing and marketing of rapid diagnosticitgssolutions. These diagnostic
testing solutions primarily include applicationsifiectious 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 clingoed wellness screening centers. We market our ptediuthe United States through a network
of national and regional distributors, and throagtirect sales force. Internationally, we markéngrily through distributor arrangements.

We commenced our operations in 1979 and launchefirsuproducts, dipstick-based pregnancy test4,983. Since such time, our
product base and technology platforms have expatiedgh internal development and acquisitionstbéoproducts, technologies and
companies. Our diagnostic solutions aid in thedie and diagnosis of many critical diseases ahdranedical conditions, including
infectious diseases, women'’s health, autoimmureadiss, bone health, thyroid diseases, and fecalt ®tood. In February 2010, we
expanded our operations through the acquisitidbia§nostic Hybrids, Inc. (“DHI"), a privately-heldh vitro diagnostics (“IVD”) company,
based in Athens, Ohio. DHI is a market leader enrttanufacturing and commercialization of FDA cléad@ect fluorescent IVD assays used
in hospitals and reference laboratories for a tanédiseases, including certain viral infectiaml thyroid diseases. In 2013, we completed
two further acquisitions, acquiring the stock obBelix Corporation (“BioHelix”), a developer and m#acturer of isothermal molecular
assays and enzymes, in May 2013, and acquiringsbets of AnDiaTec GmbH (*“AnDiaTec”), a German dadeveloper and manufacturer
of molecular assays, in August 2013.

Corporate Information

We are a corporation, incorporated in the Stateeddware in 1987. Our executive offices are locatet?544 High Bluff Drive, Suite
200, San Diego, California 92130, and our telephamaber is (858) 552100. This Annual Report and each of our otherogliciand currer
reports, including any amendments thereto, ardablaj free of charge, on our website, www.quidehc as soon as reasonably practicable
after such material is electronically filed withfornished to the SEC. The information containecaonwebsite is not incorporated by
reference into this Annual Report and should natdiesidered part of this Annual Report. In addititre SEC website contains reports, pr
and information statements, and other informatiooud us at www.sec.gov.

Business Strategy

Our primary objective is to increase shareholdéuerdy building a broader-based diagnostic compgapable of delivering revenue
growth and more consistent operating results. @ategy is to identify potential market segmentt fbrovide, or are expected to provide,
significant total market opportunities, and in whige can be successful by applying our signifiexqtertise and know-how to develop
differentiated technologies and products.

Our diagnostic testing solutions are designed ¢wide specialized results that serve a broad rahgastomers, by addressing the
market requirements of ease of use, reduced castdsed test accuracy and reduced time to r€auitcurrent approach to address this
diagnostic continuum relative to our strategy impased of three parts:

» rapid point of care immunoassay tests for use ysiglan offices, hospital laboratories and emergeatepartments, retail clinic
and other urgent care settings;

« direct fluorescent assays (“DFA”") and cultlr@sed tests for the clinical virology laboratomgg
* molecular diagnostic tests across a number of &bor and other segmer

Our current focus to accomplish our primary objexincludes the following:

» leveraging our current infrastructure to devedmol launch new rapid immunoassays such as adalit@says for our FDA
approved Sofi& Analyzer;




« developing a molecular diagnostics franchis¢ itheorporates three distinct testing platforms, pliMue ®, Savanna™ and
Solana™ and that leverages our molecular assayapement competencies; and

» strengthening our position with distribution {mers and our end-user customers to gain more esigpbia our products in the
U.S. and abroad.

Our current initiatives to execute this strategsfude the following:

» continue to focus our research and developmentteftm three aree
e new proprietary product platform developm
» the creation of improved products and new prodfotexisting markets and unmet clinical needs,

»  pursuit of collaborations with, or acquisitioofs other companies for new and existing produntsmarkets that
advance our differentiated strategy;

« provide clinicians with validated studies thatempass the clinical efficacy and economic efficieof our diagnostic tests for
the professional market;

» strengthen our market and brand leadershipfétiimus diseases and women’s health by acquimagoa developing and
introducing clinically superior diagnostic solutmn

« strengthen our direct sales force to enhance oelsttips with integrated delivery networks, laborig®and hospitals, with a g¢
of driving growth through improved physician antdaatorian satisfaction;

* support payer evaluation of diagnostic tests atambéishment of favorable reimbursement r¢

* continue to create strong global alliances fmpsut our efforts to achieve leadership in key msland expand our presence in
emerging markets; and

« further refine our manufacturing efficiencies amdductivity improvements to improve profit, withmiinued focus on profitab
products and markets and our effort to create @ competency in new product development.

Product development activities are inherently utaer and there can be no assurance that we wibbeto obtain regulatory body
clearance to market any of our products, or if W&aim clearances, that we will successfully comnaime any of our products. In addition,
we may terminate our development efforts with respe one or more of our products under developraeahy time, including before or
during clinical trials.

The Overall Market for In Vitro Diagnostics

Customers for IVD products are primarily centratizaboratories and physician offices and deceamtdlpoint-of-care settings.
Centralized testing market

The centralized diagnostic testing process typidallolves obtaining a specimen of blood, urinetirer sample from the patient and
sending the sample from the healthcare providdfisey hospital unit or clinic to a central labavay. In a typical visit to the physician’s
office, after the patient’s test specimen is ca#tdgcthe patient is usually sent home and recehesesults of the test several hours or days
later. The result of this process is that the patieay leave the physician’s office without confation of the diagnosis and the opportunity to
begin potentially more effective immediate care.

Decentralized POC market

Point-of-care ("POC") testing for certain diseabas become an accepted adjunct to central labgratat self-testing. The professional
POC market is comprised of two general segmenterdealized testing in non-institutional settingsch as physicians’ offices, and hospital
testing (e.g., emergency rooms and bedside).

» Hospital POC testing is accepted and growingiamgtnerally an extension of the hospital’s cdrédaoratory. Hospitals in the
U.S. have progressively sought to reduce the leofjpiatient stays and, consequently, the propodforases seen as outpatients
have increased. If the U.S. experience is reprateatof future trends, emergency departments #met @ritical care units such
as intensive care units, operating rooms, traundecardiac centers are increasingly becoming thecimal centers for the
management of moderate and severe acute illness.




» Out-of-hospital testing sites consist of phyans’ office laboratories, nursing homes, pharmacegail clinics and other non-
institutional, ambulatory settings in which hea#the providers perform diagnostic tests.

This decentralized POC market encompasses a largeywof VD products ranging from moderate-simestrumented diagnostic
systems serving larger group practices to singée-disposable tests. We believe POC testing ie#sing due to its clinical benefit, fast
results, cost-effectiveness and patient satisfactio

We believe that the growth in POC testing is irnt gaie to evolving technological improvements craatiigh quality tests with
laboratory accuracy and POC ease-of-use, someichwane capable of being granted a waiver undeCthrécal Laboratory Improvement
Amendments of 1988 (“CLIA").

Products

We provide diagnostic testing solutions under wasibrand names, including, among others, the fatiguQuidel® QuickVue®,
QuickVue+®, Microvue™, FreshCells™, D3 FastPoint, Super E-Mix™, ELVIS ®, Sofia®, Quidel® Molecular, Amplivue®, Lyra®and
Thyretain®.

System Platforms— New and In Development:

Our diagnostic testing solutions are provided tgtoa number of proprietary platforms, including thkowing platforms recently
developed or in development:

Fluorescent Immunoassays

Sofia AnalyzerSofia is the brand name for our next generatioorlacent immunoassay (“FIA”) system. The easyde-Sofia Analyzt
combines unique software, when used in conjundtiitin Sofia FIA tests, to yield an automatic, objeetresult that is readily available on
instrument’s screen, in a hard-copy printout, and transmissible electronic form that can netwaaka lab information system to hospital
and medical center databases. The Sofia FIA tegtéoy advanced lateral flow and immunofluoresceechnologies to provide enhanced
performance for several assays as noted in ouashsgtate discussion below. The Sofia Analyzerigesfor different operational modes to
accommodate both small and large laboratories Hswether features designed to facilitate use wariety of healthcare settings, including
hospitals, medical centers, and small clinics.

Molecular Assay:

Lyra. Our open system molecular assays run on seVaahbcyclers currently on the market. We have séwatisting Lyra Molecular
Real-Time Polymerase Chain Reaction (“PCR”) asHagtsprovide important benefits to the customeeluiding, among others, room
temperature storage, reduced process time, ang-teadse reagent configurations. These includers¢assays as noted in our disease state
discussion below.

Amplivue. With our Molecular Amplivue hand-held moleculaaghostic assay platform, the detection of the @gin is achieved using
a hand-held, fully contained cassette that comhkswhermal Helicase Dependent Amplification (“HDAWith lateral flow detection
technology, and is currently used in several asabgsnoted in our disease state discussion below.
Molecular Systems in Developme
SavannaWe are developing the Savanna system as a ruggeddst, fully-integrated system with novel extrant and sample
in/result out simplicity. The system is expectedbéoable to run either PCR or HDA assays from mplgltsample types.

SolanaWe are developing the Solana system as an extettstbe Amplivue product line, running the sameppietary HDA
technology. Solana will be an easy to run amplifsaand detection system that will have the abtlit concurrently run up to 12 assays.
With minimal sample preparation for Solana assthessystem has the potential to receive a CLIA efiv

Medical and Wellness Categories:

Our products address the following medical andwesis categories:
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Infectious Disease

Influenza.Our Sofia Influenza A+B test, used in conjunctioitbvour Sofia Analyzer, and our QuickVue influerteats are rapid,
qualitative tests for the detection of the viraligens of influenza type A and B, the two most camnntypes of the influenza virus. In
addition, our Sofia Influenza A+B test has speblED(k) clearance for an update to our packagetitsénclude analytical reactivity with an
avian Influenza A (H7N9) strain, A/Anhui/1/2013. dddition, during 2013, we began selling our Quielecular Influenza A+B assay for
use on the QuantStudio™ Dx Real-Time PCR InstrumbntLife Technologies.

StreptococciOur Sofia Strep A fluorescent immunoassay, usanjunction with our Sofia Analyzer, and our Quicle/Strep A tests
are intended for the rapid, qualitative detectibGmup A Streptococcal antigen from throat swabsamfirmation of presumptive Group A
Streptococcal colonies recovered from culture. Allsdate 2013, we began selling our AmpliVue Gr@utrep Assay. In 2014, we began
selling our AmpliVue Group A Strep Assays. In 200, also received FDA clearance, via tleenovarequest procedure, for our Lyra Direct
Strep Assay, a multiplex real-time PCR assay thttals and differentiates between pyogenic Groamd\pyogenic C or G Streptococcal
throat infections.

RSV TestOur Sofia RSV test and our QuickVue RSV test apgdranmunoassay tests for Respiratory Syncytial¥if*‘RSV”). During
2013, we also began selling our Quidel MoleculaVRShuman metapneumovirus (hMPV) test, and our €uidblecular Influenza A+B
assay and our combo Quidel Molecular RSV + hMP\agsioth for use on the QuantStudio ™ Dx Real-TR@R Instruments by Life
Technologies. The majority of upper respiratorgtiafections in children are caused by virusesRB8Y is generally recognized as a
frequent agent responsible for these infections.

Multiplex RespiratoryOur cell culture and DFA detection solutions areduby reference laboratories, public health laltsaoute care
hospitals to detect seven major viral respirat@shpgens. Our proprietary cell culture platform R¢«M' combined with our FDA cleared
antibody kit D3 Ultra DFA, detects Influenza A aBdRSV, Adenovirus and Parainfluenza types 1, 2&nwith turn-around times between
16 and 48 hours. The same D3 Ultra DFA antibodgit also be used for direct specimen testinghfmse viruses with turn-around times in
less than 90 minutes. In 2009, we introduced a B cleared technology called D3 FastPoint thagchsteight viruses, with human
metapnuemovirus added to the testing menu. D3 Bewtprovides laboratories, in a direct specimesting format, the ability to produce
virus identification in less than 25 minutes fropgsimen receipt.

In 2014, we launched our Lyra Adenovirus Assaya-time PCR test for the qualitative detectiomaman adenovirus (HAdV) viral
DNA, and our Lyra Parainfluenza Assay, a real-tP@&R test for the qualitative detection and idecaifion of Parainfluenza virus infections
for types 1, 2 or 3 viral RNA.

General VirologyWe provide a wide variety of traditional cell linepecimen collection devices, media and contarsi$e in
laboratories that culture and test for normal huwiauses. We provide cell-based products undefFtieehCells brand in multiple different
formats, including tubes, shell vials and multi-W#htes.

Herpes and Herpes Famil@ur proprietary engineered cell culture system, B MSV, is an FDA cleared and highly sensitive syst
for the isolation and detection of Herpes Simplesu¥ (“HSV”) types 1 and 2. Herpes is a widesprsexiually transmitted infection with an
HSV 2 prevalence rate of 16% of the population etiog to the Centers for Disease Control (“CDC")e\lso provide a multiplex cell
culture solution using a propriety cell platformled H&V-Mix ™that is used to isolate HSV, Varicella-Zoster ViftézZV”) and
Cytomegalovirus, all in the herpes family of viras@ntibody detection and identification of eachlufse viruses can be performed with F
cleared antibody products provided under the D3 DFsd. During 2014, we also began commercialipimgLyra Direct HSV 1+2/VZV
assay and AmpliVue HSV 1+2 for the differentiateomd detection of herpes simplex viruses 1 and 2/(#&) and Varicella-Zoster Virus in
active lesions within the United States.

POC Wome'’s Health

PregnancyOur Sofia hCG fluorescent immunoassay and our Quuekpregnancy tests are used for the qualitatitectien of hCG in
serum or urine for the early detection of pregnaitye early detection of pregnancy enables theiplaysand patient to institute proper care,
helping to promote the health of both the womantheddeveloping embryo.

Graves DiseaséOur FDA cleared bioassay called Thyretain is usedtfe differential diagnosis of an autoimmune dsgecalled Grav:
Disease. Graves Disease is caused by antibodiestitmalate the thyroid hormone receptors to craatgperthyroid condition causing
symptoms that include heart palpitations, unexgldiweight loss, anxiety, depression and fatiguaves Disease is considered the most
common autoimmune disorder in the U.S. accordirgntarticle published in
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the New England Journal of Medicine and it predamntty affects women. Thyretain is sold to referelatmratories and select acute care
hospitals and has been successfully deployed ameated testing platforms.

Chlamydia.Our QuickVue Chlamydia test is a lateral flow immassay for the rapid, qualitative detection of Ghjdia trachomatis
from endocervical swab and cytology brush speciméhs test is intended for use as an aid in theysngtive diagnosis of Chlamydia.
Chlamydia trachomatis responsible for the most widespread sexuallystratted disease in the U.S. Over dradf of infected women do n
have symptoms and, if left untreat&hlamydia trachomatisan cause sterility.

Bone HealthOsteoporosis is a systemic skeletal disease clesizad by low bone mass and deterioration of therararchitecture of
bone tissue, with a consequent increase in bogdifyaand susceptibility to fractures. The risk foacture increases exponentially with age.
A key set of parameters in the monitoring of osteopis, both before and after therapy, are biocbahmarkers of bone metabolism. As a
leader in the research space with our biomarkerbdoe health, we produce both clinical and reseproducts for the assessment of
osteoporosis and the evaluation of bone resorgtionation, which, including our metabolic bone nmends are used by physicians to monitor
the effectiveness of therapy in pharmaceuticalratated research.

Gastrointestinal Diseases

Clostridium difficile( C. diff). Our Quidel Molecular DiredE . diff assay is approved for use with the Life Technole@d@antStudio
Dx™ and 7500 Fast Dx Applied BiosysteftReal-Time PCR Instruments. We also sell 6udiffassay as part of our expanding AmpliVue
product line. Cdiff is a life threatening bacterial infection, espdgifdr the elderly and patients on a prolongedkaatic regimen. Currently
more than 500,000 cases ofdiff infections are diagnosed each year in the U.S.

Immunoassay fecal occult bloddur QuickVue test is a rapid, fecal immunochemieat (“FIT”) intended to detect the presence of
blood in stool specimens. Blood in the stool isratication of a number of gastrointestinal disosjéncluding colorectal cancer. We launc
our first FIT test in late December 2005.

Enterovirus Enteroviruses reproduce initially in the gastrogtiteal tract before spreading to other organs sisctine nervous system,
heart and skin. Enteroviruses can also infectéBpiratory tract. Enteroviruses such as CoxsaakisVi16 are referred to as Hand Foot and
Mouth disease and commonly affect infants and oiildOur indirect fluorescent antibody (“IFA”) pnacts sold under the name SupekMi
and D3 IFA Enterovirus kit are used by referentmtatories and acute care hospitals.

Helicobacter pylori (“H. pylori”). H. pyloriis the bacterium associated with approximately 83%atients diagnosed with peptic ulcers
in the U.SH. pyloriis implicated in chronic gastritis and is recogudiby the World Health Organization as a Class tinagen that may
increase a person’s risk of developing stomachera@ur rapid test is a serological test that messsantibodies circulating in the blood
caused by the immune response toHh@ylori bacterium.

Bone Health, Autoimmune Disease and Oncology

Our Specialty Products Group (“SPG”) business dmetiagnostic and research products in the fifldscology, bone health and
autoimmune disease. Assays are developed on aweitqgatform and are currently marketed to cliaité and researchers. SPG is
strategically focused on identifying and demonstgatlinical utility around these markers in a ‘edyi of disease states. In the area of
autoimmune disease, we have developed Enzyme Limkedinosorbent Assay (“ELISA”) based assays andgee® for the detection of
activation products from the three main complenpathways. We currently sell these products bothatdy and through select distributors
throughout the world under the Quidel and Micro\uands. During the fourth quarter of 2013, we catea the relocation of our SPG
manufacturing and research and development opesapieviously based in Santa Clara, CaliforniaunAthens, Ohio facility. Our SPG
revenues, income and assets are less than 10% ofeall operations.

Seasonality

Sales of our infectious disease products are sutgjeand significantly affected by, the seasorehdnds of the cold and flu seasons,
prevalent during the fall and winter. As a restifttese seasonal demands, we typically experiewerlsales volume in the second and third
quarters of the calendar year, and typically haghér sales in the first and fourth quarters ofdakendar year. Historically, sales of our
infectious disease products have varied from yegear based in large part on the severity, leagthtiming of the onset of the cold and flu
season. For the years ended December 31, 2018 a2012012 , sales of our infectious disease ptedaacounted for 71% , 73% and 71% ,
respectively, of total revenue.

Research and Development

We continue to focus our research and developnféarteon three areas:

* new proprietary product platform developm



» the creation of improved products and new prodfotexisting markets and unmet clinical needs,

»  pursuit of collaborations with, or acquisitioois other companies for new and existing produntsmarkets that advance our
differentiated strategy.

Research and development expenses were approxrael million , $34.2 million , and $27.7 millidar the years ended
December 31, 2014 , 2013 and 2012 , respectivetya¥iticipate that we will continue to devote a Bigant amount of financial resources to
product and technology research and developmertihéoforeseeable future.

Marketing and Distribution

Our business strategy is designed around servangdhtinuum of healthcare delivery needs startiitg the POC clinicians located in
small doctor’s office practices to moderately coaxgbhysician office laboratories (“POL") througtethighly complex environment in
hospital and clinical reference laboratories.

Within the inherent operational diversity of thesgious segments, we focus on ensuring market tshgieand providing points of
differentiation by specializing in the diagnosisianonitoring of selected disease states. Our matkstrategy includes ensuring that our key
product portfolios are supported by clinical vatida and health economic and outcomes researclstiomt hospitals, laboratories, acute care
facilities and POC clinicians that these testsvaelfast, high quality results, are cost-effectwvaise, and improve patient outcomes.

Our distribution strategy needs to accommodatdatitethat, the U.S. POC market is highly fragmenteith many small or medium-
sized customers. A network of national and regialisttibutors is utilized, combined with our owresaforce, to reach customers using POC
diagnostic tests. We have developed priority stafitls several of the major distributors in the U1@sulting in many of our products having
preferred product status with these distributors.

The sales, distribution and service of our highdynplex diagnostic tests are controlled primarilyusy Laboratory endsers in hospita
and clinical reference laboratories utilizing oighty complex diagnostic tests are reached thraughown direct sales force and technical
support services that have specialized traininguaritérstanding of the product portfolio.

Internationally, the use of professional rapid P@&nostic tests, the acceptance of testing outkleentral laboratory, the regulatory
requirements to sell POC tests and consumer intiereser-the-counter and self-test products, difensiderably from the U.S. Our
international sales are significantly lower thamndstic sales, largely due to the POC market beiogerdeveloped in the U.S. relative to the
overall IVD market in other countries.

During 2013, we continued to invest in several &ssas: support for clinical research and expandingcommunications through
promotional campaigns, peer-reviewed technicalipatibns, professional shows and exhibits, sympes&dical education and support of
health economics and outcomes research.

We derive a significant portion of our total reverfrom a relatively small number of distributordwr&e of our distributors, which are
considered to be among the market leaders, col@gtaccounted for approximately 48% , 43% and 4i2%ur total revenue for the years
ended December 31, 2014 , 2013 and 2012 , respbctiWe had sales to three
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distributors for whom sales exceeded 10% of taatnue for the year ended December 31, 20hese distributors were Cardinal Healthi
Corporation, McKesson/PSS Corporation and Fishem$fic.

See Note 7 “Industry and Geographic Informationthia Notes to Consolidated Financial Statementsdied in this Annual Report.

Manufacturing

We have two primary manufacturing sites. Theses sitelude our facilities in San Diego, CaliforniadaAthens, Ohio. Our San Diego
facility consists of laboratories devoted to tissuéture, cell culture, protein purification andrimnochemistry and production areas dedic
to manufacturing and assembly. In the manufactysiogess, biological and chemical supplies andmqgent are used. Since the year 2000,
the San Diego facility has operated under a Quiiynagement System certified to the Internationgla@ization for Standardization (“ISP”
9001 certification. During 2005, we became ceitifie the ISO 13485:2003 Regulatory Standard asnexdjfor medical device manufactur
distributing product within the European Union aiber countries. Many of the immunoassay produesufactured in our San Diego,
California facility are packaged and shipped bgal third party.

Our Athens facility consists of clean rooms (FSR2@ass 1000: ISO Class 6) for the culturing arspelinsing of cell cultures under
cGMP conditions. The facility also has laboratodesoted to tissue culture for the production oheonal antibodies. In the manufacturing
process, biological and chemical supplies are ws®dell as specialized equipment. The facilitgl#o certified to the ISO 13485:2003
medical device standard. Packaging and shippinigtiog are also handled at the facility. In 2018, added a molecular manufacturing
laboratory dedicated to the manufacture and asseofildur molecular products.

We seek to conduct all of our manufacturing in cbamze with the FDA Quality System Regulations (‘®'$(formerly Good
Manufacturing Practices) governing the manufactdimmedical devices. Our manufacturing facilitiesédeen registered with the FDA and
the Department of Health Services of the Stateadif@nia (the “State FDA"), and have passed rozifiaderal and state inspections
confirming compliance with the QSR regulatory regaients.

Government Regulation

Regulation in the United States

The testing, manufacture and commercializationuwfpyoducts are subject to regulation by numeray@mmental authorities,
principally the FDA and corresponding state aneifpm regulatory agencies. Pursuant to the U.S.raeBeod, Drug, and Cosmetic Act and
the regulations promulgated thereunder, the FDAleggs the preclinical and clinical testing, maistidiee, labeling, distribution and
promotion of medical devices. Noncompliance witplagable requirements can result in, among otheters fines, injunctions, civil
penalties, recall or seizure of products, totgbamtial suspension of production, failure of theA0 grant premarket clearance or premarket
approval for devices, withdrawal of marketing cheares or approvals and criminal prosecution. ThA BI3o has the authority to request a
recall, repair, replacement or refund of the céstny device manufactured or distributed in the.Uf.§he device is deemed to be unsafe.

In the U.S., devices are classified into one aé¢hrlasses (Class |, Il or 1) on the basis ofdbetrols deemed necessary by the FDA to
reasonably ensure their safety and effectivendassC and Il devices are subject to general ctinaluding, but not limited to, performan
standards, premarket notification (“510(k#id post market surveillance. Class Il devicesgaly pose the highest risk to the patient an
typically subject to premarket approval to enshedrtsafety and effectiveness. Our current prodasall Class | or II.

Prior to commercialization in the U.S. market, mfacturers must obtain FDA clearance through a prketanotification or premarket
approval process, which can be lengthy, expensideuacertain. The FDA has been requiring more dgsrdemonstration of product
performance as part of the 510(k) process, inctydirbmission of extensive clinical data. It gerlgriakes from three to six months to obtain
clearance but may take longer. A premarket apprapplication must be supported by valid scientfiecdence to demonstrate the safety and
effectiveness of the device, typically including tresults of clinical investigations, bench testd eeference laboratory studies. In addition,
modifications or enhancements for existing prodtités could significantly affect safety or effe@ness, or constitute a major change in the
intended use of the device, will require new sulsiniss to the FDA.




On January 30, 2008, the FDA issued guidance edtitbuidance for Industry and FDA Staff Recommeiuatafor CLIA waiver
applications.” The guidance sets forth new requaets for obtaining a CLIA waiver that are onerond have increased the time and cost
required to obtain a CLIA waiver.

Any devices we manufacture or distribute pursuarDA clearance or approvals are subject to commgqregulation by the FDA and
certain state agencies, including adherence to @BRng to testing, control, documentation andeotjuality assurance requirements. We
must also comply with Medical Device Reporting (“\RD) requirements mandating reporting to the FDAapy incident in which a device
may have caused or contributed to a death or sehiury, or in which a device malfunctioned arfdhe malfunction were to recur, would
likely to cause or contribute to a death or seriojigy. Labeling and promotional activities are@bkubject to scrutiny by the FDA and, in
certain circumstances, by the Federal Trade Conmnis€urrent FDA enforcement policy prohibits thanketing of approved medical
devices for unapproved uses.

Regulation Outside of the United States

For marketing outside the U.S., we are subjecbteifin regulatory requirements governing humariadirtesting and marketing
approval for our products. These requirements bgrjurisdiction, differ from those in the U.S., andhy require us to perform additional or
different preclinical or clinical testing regardsesf whether FDA approval has been obtained. Thauamof time required to obtain necessary
approvals may be longer or shorter than that requior FDA approval. In many foreign countriescprg and reimbursement approvals are
also required.

Our initial focus for obtaining marketing approwaitside the U.S. is typically the European Unidwe (tEU”) and Japan. EU
Regulations and Directives generally classify lreadire products either as medicinal products, naédievices om vitro diagnostics. The C
Mark certification requires us to receive 1SO dardition for the manufacture of our products. Téestification comes only after the
development of an all-inclusive quality system, ethis reviewed for compliance with ISO standardaigensed body working within the
EU. After certification is received, a technicadéfis developed which attests to the product’'s danpe with EU directive 98/79/EC fam
vitro diagnostic medical devices. Only after this poithie product CE marked. The Japanese regulatgusre registration ah vitro
diagnostic products with the Japanese Ministry eélth, Labor and Welfare. Additional clinical tsadre typically required for registration
purposes. For products marketed in Canada, wedwaviedependent party certification under the Céarafedical Device Regulation.

Intellectual Property

The healthcare industry has traditionally placedsterable importance on obtaining and maintaipatgnt and trade secret protection
for commercially relevant technologies, devicesdoicts and processes. We and other companies ehipagesearch and development of
new diagnostic products actively pursue patentsefciinologies that are considered novel and pdilentelowever, important factors, many
which are not within our control, can affect whethad to what extent patent protection in the @r&l in other important markets worldwide
is obtained. By way of example, the speed, accuaaclyconsistency in application of the law in apabffice within any particular
jurisdiction is beyond our control and can be udfmble. The resolution of issues such as theddtaair effect upon our loi-term success
likewise indeterminable. We have issued patentth inothe U.S. and internationally, with expiratidates ranging from the present through
approximately 2030 and have patent applicationslipgrthroughout the world.

It has been our policy to file for patent protentia the U.S. and other countries with significergrkets, such as Western European
countries and Japan, if the economics are deemjedtify such filing and our patent counsel advided relevant patent protection may be
obtained.

A large number of individuals and commercial entisgs seek patent protection for technologies, yetsdand processes in fields in or
related to our areas of product development. Te@gtent such efforts are successful, we may benextjto obtain licenses and pay signific
royalties in order to exploit certain of our protlatrategies and avoid a material adverse effeciuibusiness. Licenses may not be available
to us at all or, if so available, may not be avd#zon acceptable terms.

We are aware of certain patents issued to varieusldpers of diagnostic products with potentiallEgpility to our diagnostic
technology. We have licensed certain rights froniade companies to assist with the manufacturingesfain products. In the future, we
expect that we will require or desire additionaekhises from other parties in order to refine oadpcts further and to allow us to develop,
manufacture and market commercially viable or sigpg@roducts effectively.
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We seek to protect our trade secrets and technddgpgytering into confidentiality agreements withgdoyees and third parties (such as
potential licensees, customers, strategic pargmaisconsultants). In addition, we have implemegtthin security measures in our
laboratories and offices. Also, to the extent t@tsultants or contracting parties apply technicacientific information independently
developed by them to our projects, disputes magars to the proprietary rights to such data.

Under many of our contractual agreements, we hgxexd to indemnify the contracting party against€and liabilities arising out of
any patent infringement claims and other intelletproperty claims asserted by a third party retato products sold under those agreements

Competition

Competition in the development and marketing of Ipf@ducts is intense, and innovation, product dguekent, regulatory clearance to
market and commercial introduction of new IVD teglugies can occur rapidly. We believe that som#hefmost significant competitive
factors in the rapid diagnostic market include @mgnce, speed to result, specimen flexibility dot menu, clinical needs, price,
reimbursement and product performance as wellasfflective distribution, advertising, promotiordasrand name recognition of the
marketer. The competitive factors in the centrbtatory market are also significant and includegymproduct performance, reimbursement,
compatibility with routine specimen procurement hogts, and manufacturing products in testing forrttes meet the workflow demands of
larger volume laboratories. We believe our suceeslepend on our ability to remain abreast ottealogical advances, to develop, gain
regulatory clearance and introduce technologicadlyanced products, to effectively market to custsraadifferentiated value proposition
represented by our commercialized products, to tfamirour brand strength and to attract and retageeenced personnel, who are in great
demand. The majority of diagnostic tests requelsyephysicians and other healthcare providers arfeymeed by independent clinical
reference laboratories. These laboratories, weatxpdll continue to compete vigorously to maintélireir dominance of the testing market. In
order to achieve market acceptance for our produatswill be required to continue to demonstrat thur products provide physicians and
central laboratories cost-effective and time-sawhgrnatives to competitive products and techniekg

Many of our current and prospective commercial cetitqrs, including several large pharmaceutical divdrsified healthcare
companies, have substantially greater financiatketang and other resources than we have. Theseetitors include, among others, Alere
Inc. (“Alere”), Beckman Coulter Primary Care Diagtios (“Beckman”), Fisher Scientific Corporatior-{§her”), Becton Dickinson and
Company (“Becton”), Meridian Bioscience, Inc. (“Nigian”) and Chemicon International, Inc. (“Chemi&prwWe also face competition from
our distributors since some have created, and ®thay decide to create, their own products to coeengéh ours. Competition may also be
provided from large, medium and small developmentganies whose portfolio and technologies are dgetlicto the development of
diagnostic solutions in areas of infectious dissasavhich we currently have relevant market share.

Human Resources

As of December 31, 2014 , we had 610 employees nbwhom are represented by a labor union. We baperienced no work
stoppages and believe that our employee relatimnga@od.

Executive Officers of Quidel Corporation

The names, ages and positions of all executivea@8ias of December 31, 2014 are listed belowgatl by a brief account of their
business experience. There are no family relatipssiimong these officers, nor any arrangementsdenstandings between any officer and
any other person pursuant to which an officer vedscted.

Douglas C. Bryant 57, was named President, Chief Executive Officat a member of the Board of Directors in Febr2ag9.
Mr. Bryant's appointment as President and Chiefddkige Officer was effective on March 1, 2009. Ptimjoining us, Mr. Bryant served as
Executive Vice President and Chief Operating OffeieLuminex Corporation, managing its Bioscienceup, Luminex Molecular
Diagnostics (Toronto), manufacturing, R&D, techhigperations, and commercial operations. From 188307, Mr. Bryant held various
worldwide commercial operations positions with Alidl@boratories including, among others: Vice Riest of Abbott Vascular for
AsialJapan, Vice President of Abbott Molecular GlloBommercial Operations and Vice President of Abb@agnostics Global Commercial
Operations. Earlier in his career with Abbott, Bryant was Vice President of Diagnostic OperationSurope, the Middle East and Africa,
and Vice President of Diagnostic Operations Asieifita Mr. Bryant has over 25 years of industry expnce in sales and marketing, product
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development, manufacturing and service and suppdsdth the diagnostics and life sciences markétsBryant holds a B.A. in Economics
from the University of California at Davis.

Randall J. Steward60, became our Chief Financial Officer in OctoB@t 1. Prior to joining us, Mr. Steward servedtesChief
Financial Officer for Navilyst Medical, Inc, a medi device company based in Massachusetts. Fro® t20lanuary 2011, Mr. Steward
served as Chief Operating Officer for SeQual Tetdgies, Inc., a San Diegoased medical device company, where he was regpersr all
aspects of engineering, manufacturing, finance,iaimdmation systems. Prior to SeQual Technolodiés,Steward spent 11 years with
Spectrum Brands as Executive Vice President andfEmancial Officer. Mr. Steward holds a B.B.A.Accounting from Southern Methoc
University. He is also a Certified Public Accourttand a member of the American Institute of CatifPublic Accountants.

Robert J. Bujarski, J.D.46, became our Senior Vice President, Generah€dwand Corporate Secretary in June 2008 andli@ 20
became our Senior Vice President, Business Deveataprseneral Counsel and Corporate Secretary. NarBki previously served as our
Senior Vice President, General Counsel and Corp@atretary from March 2007 through March 2008nFdaly 2005 to March 2007, he
was our General Counsel and Vice President. MraBl4j was an associate attorney with the law fifr@ibson, Dunn & Crutcher LLP in its
transactions practice group from October 2001 tp 2005. Mr. Bujarski received his B.A. degree BB1 and his law degree in 2001 from
University of Arizona.

Mark W. Smits57, has served as Senior Vice President of Comalddgerations since May 2011. From August 2010 &y 011,
Mr. Smits served as Vice President of Sales anckdlisng for Neogenomics, a provider of cancer-fodussting laboratories. From October
2008 to August 2010, Mr. Smits was Vice Presidémarketing and Business Development for Fisherlth€are, Inc., a division of Thern
Fisher Scientific, Inc. which is a supplier of artadal instruments, laboratory equipment, softwaegyices, consumables and reagents.
Mr. Smits led the sourcing and business developm#aits for Fisher HealthCare. Prior to Fisher lte@are, Mr. Smits spent 25 years with
Abbott Diagnostics, which offers instrument systeand tests for hospitals, reference labs, blood&dgrhysician offices, and clinics, serving
in several different roles including, from Octol2802 until September 2008, Divisional Vice Prestdgvestern United States Commercial
Operations, where he led an organization of 25(@lecto provide sales, service and support to custenMr. Smits received his B.S. from
Texas A&M University.

John D. Tamerius, Ph.D 69, has been our Senior Vice President, Clifikegjulatory Affairs since November 2008. Dr. Tamsri
previously served as the Compas\yice President, Clinical/Regulatory Affairs fra205 to November 2008. Dr. Tamerius has held &t
of positions with us including, among others: VR®sident for Research and Development and GeMerrsger of the Company’s Specialty
Products Group. Dr. Tamerius joined the Compary9i83 with the acquisition of Cytotech, Inc. wheeederved as President. Dr. Tamerius
was previously a research associate at Scrippg&c@iind Research Foundation. Dr. Tamerius perforpustidoctoral research in tumor
immunology at the Fred Hutchinson Cancer Cent&eattle and was awarded a Bachelor of Science eiMakScience, and Doctor of
Philosophy in Microbiology and Immunology, all fraitme University of Washington.

Werner Kroll, Ph.D.58, became our Senior Vice President, R&D in May£&Prior to joining us, Dr. Kroll was Vice Presideind
Global Head Research and Innovation for Novartisedalar since 2009. Prior to holding that positi@held a variety of senior positions
from 2005 to 2009 at Novartis. Dr. Kroll has alsdchsenior positions at Bayer from 1991 to 2005.K¥oll received his Ph.D. and a Diplol
in Chemistry from the University of Marburg.

Item 1A. Risk Factors

Risks Related to Our Business

Our operating results may fluctuate adversely as asult of many factors that are outside our control which may negatively impact
our stock price.

Fluctuations in our operating results, for any ogagould cause our growth or operating resulfaltdelow the expectations of
investors and securities analysts. For the yeagaicember 31, 2014 , total revenue increase48482.6 million compared to the year
ended December 31, 2013 . The increase in totehreas was primarily due to an increase in influgnoaluct sales. For further discussion of
this increase, refer to Item 7. “Management’s Dssion and Analysis of Financial Condition and Rissof Operation” included in this
Annual Report.

We base the scope of our operations and relategsherp on our estimates of future revenues. A gignif portion of our operating
expenses are fixed, and we may not be able tolyagdtjust our expenses if our revenues fall shbaur e
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xpectations. Our revenue estimates for future derare based, among other factors, on estimatedsarddlemand for our products. If end-
user consumption is less than estimated, revemagsdur distribution partners and other distribntahannels would be expected to fall short
of expectations, and because such a significaiopoof our costs are fixed, could result in opergiosses.

Factors that are beyond our control and that caffi&tt our operating results in the future include:

» seasonal fluctuations in our sales of infectidisgase tests, which are generally highest irafadl winter, thus resulting in
generally lower operating results in the secondthird calendar quarters and higher operating tesulthe first and fourth
calendar quarters;

« timing of the onset, length and severity of thedcamd flu seasor

« government and media attention focused on infftaeand the related potential impact on humans frowel influenza viruses,
such as H1N1 and avian flu;

» changes in the level of competition, such asld/oacur if one of our competitors introduced a neetter performing or lower
priced product to compete with one of our products;

» changes in the reimbursement systems or reiramest amounts that enders rely upon in choosing to use our prod

» changes in economic conditions in our domestitiaternational markets, such as economic dowsfutecreased healthcare
spending, reduced consumer demand, inflation amémey fluctuations; changes in government lawsragdlations affecting
our business;

« lower than anticipated market penetration of ow e more recently introduced produ

» significant quantities of our product or thatoafr competitors in our distributorsgiventories or distribution channe
» changes in distributor buying patterns;

» changes in the health care market including codatitin in our customer ba

To remain competitive, we must continue to develombtain and protect our proprietary technology rights; otherwise, we may lose
market share or need to reduce prices as a resulf oompetitors selling technologically superior prodicts that compete with our
products.

Our ability to compete successfully in the diagimstarket depends on continued development anddattion of new proprietary
technology and the improvement of existing techgpldf we cannot continue to improve upon or depelabtain and protect proprietary
technology, our operating results could be advers#écted.

Our competitive position is heavily dependent otaoting and protecting our own proprietary techgglor obtaining licenses from
others. Our ability to obtain patents and licenses, their benefits, is uncertain.

 We have issued patents both in the U.S. and irtienadly, with expiration dates ranging from thepent through approximate
2030. In addition to our patents in the U.S., weehgatents issued in various other countries inetyjcakmong others, Australia,
Canada, Japan and various European countriesdinglirance, Germany, Italy, Spain and the Unitetgdom. Additionally,
we have patent applications pending in the U.S.vamihus foreign jurisdictions. These pending pasgplications may not
result in the issuance of any patents, or if issugady not have priority over others’ applicatiomsray not offer meaningful
protection against competitors with similar teclogyl or may not otherwise provide commercial vaMereover, any patents
issued to us may be challenged, invalidated, faura@hforceable or circumvented in the future. Tipadties can make, use and
sell products covered by our patents in any counteyhich we do not have patent protection.

 We also license the right to use our productsutocustomers under label licenses that are fwareh purposes only. These
licenses could be contested and, because we cavomitor all potential unauthorized uses of our
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products around the world, we might not be awaranofinauthorized use or might not be able to eaftire license restrictions
in a cost-effective manner.

« Our current and future licenses may not be adedaatbe operation of our business. In the futwe,expect that we will requi
or desire additional licenses from other partiesriter to refine our products further and to allesto develop, manufacture and
market commercially viable or superior products. iVay not be able to obtain licenses for technoloafgnted by others and
required to produce our products on commercialysomable terms, if at all.

To protect or enforce our patent rights, it maynbeessary for us to initiate patent litigation gedings against third parties, such as
infringement suits or interference proceedings.sEHawsuits would be expensive, take significanetand would divert management’s
attention from other business concerns. In the tetherh we seek to enforce any of our patents agamsfringing party, it is likely that the
party defending the claim will seek to invalidate fpatents we assert, which could put our paténiskeof being invalidated, held
unenforceable, or interpreted narrowly, and ouepiapplications at risk of not being issued. Femtthese lawsuits may provoke the
defendants to assert claims against us. If we puasy such claim, we cannot assure you that wepwallail in any of such suits or
proceedings or that the damages or other remediasiad to us, if any, will be economically valuable

In addition to our patents, we rely on confideritiyghgreements and other similar arrangements autremployees and other persons
who have access to our proprietary and confidemfairmation, together with trade secrets and otleenmon law rights, to protect our
proprietary and confidential technology. These agrents and laws may not provide meaningful praiadtr our proprietary technology in
the event of unauthorized use or disclosure of sufonmation or in the event that our competitardapendently develop technologies that
substantially equivalent or superior to ours. Memothe laws of some foreign jurisdictions may paitect intellectual property rights to the
same extent as those in the U.S. In the eventaidithorized use or disclosure of such informatibme encounter difficulties or are otherwise
unable to effectively protect our intellectual peoty rights domestically or in foreign jurisdictignour business, operating results and fina
condition could be materially and adversely affdcte

In order to remain competitive and profitable, we nust expend considerable resources to research negchnologies and products and
develop new markets, and there is no assurance oefforts to develop new technologies, products or migets will be successful or such
technologies, products or markets will be commerclly viable.

We devote a significant amount of financial andeottesources to researching and developing nemodadies, new products and new
markets. The development, manufacture and sal@ghdstic products require a significant investn@mesources. The development of new
markets also requires a substantial investmergsafurces, such as new employees, offices and ntanifey facilities. No assurances can be
given that our efforts to develop new technologieproducts will be successful, that such techniegnd products will be commercially
viable, or our expansion into new markets will befipable.

We expect to incur increased operating expensagesult of our increased investment in sales aadketing activities, manufacturing
scale-up and new product development associatédowitefforts to accomplish our business strategigsussed in “Business - Business
Strategy” in Part | of this Annual Report. No asswe can be given that we will be successful inementing our operational, growth and
other strategic efforts. In addition, the fundsdar strategic development projects have in thé gase primarily from our business
operations and our working capital line of creditidahe sale of debt securities. If our businesssland we become less profitable, and as a
result have less money available to fund researndrdavelopment, we may have to reduce or elimipadigrams. Similarly, if adequate
financial, personnel, equipment or other resouacesnot available, we may be required to delaycalesback our strategic efforts.

Our operations will be adversely affected if oueiing results do not correspondingly increasé witr increased expenditures or if
our technology, product and market development&fiare unsuccessful or delayed. Furthermore,aluré to successfully introduce new
technologies or products and develop new marketkldmve a material adverse effect on our busiapdgrospects.

We rely on a limited number of key distributors that account for a substantial majority of our total revenue. The loss of any key
distributor or an unsuccessful effort by us to diretly distribute our products could lead to reducedsales.

Although we have many distributor relationshipsha U.S., the market is dominated by a small nurobénese distributors. Three of
our distributors, which are considered to be antbegmarket leaders, collectively accounted for apipnately 48% , 43% , and 42% of our
total revenue for the years ended December 31, 20043 and 2012 , respectively.
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We had sales to three distributors for whom sateseded 10% of total revenue for the year ende@iber 31, 2014 . In addition, we rely
on a few key distributors for a majority of ourémational sales, and expect to continue to doisthé foreseeable future. The loss or
termination of our relationship with any of thesyldistributors could significantly disrupt our Insss unless suitable alternatives were
timely found or lost sales to one distributor aps@bed by another distributor. Finding a suitatiernative to a lost or terminated distributor
may pose challenges in our industry’s competitiveirenment, and another suitable distributor matybefound on satisfactory terms, if at
all. For instance, some distributors already hasdusive arrangements with our competitors, ane@mstido not have the same level of
penetration into our target markets as our exidfistributors. If total revenue from these or afipar other significant distributors were to
decrease in any material amount in the future oameenot successful in timely transitioning businsnew distributors, our business,
operating results and financial condition couldterially and adversely affected.

Our operating results are heavily dependent on sadeof our influenza diagnostic tests.

Although we continue to diversify our productsjgngficant percentage of our total revenues stltinue to come from a limited
number of our product families. In particular, reues from the sale of our influenza tests represeaignificant portion of our total revenues
and are expected to remain so in at least thefatae. In addition, the gross margins derived freates of our influenza tests are significa
higher than the gross margins from our other cooelycts. As a result, if sales or revenues of piluénza tests decline for any reason
whether as a result of market share loss or priesspre, obsolescence, a mild flu season, regulatatters or any other reason our operating
results would be materially and adversely affectec disproportionate basis. For the years endedreer 31, 2014 , 2013 and 2012 , sales
of our infectious disease products (including iefiza test sales) accounted for 71% , 73% , andré&pectively, of total revenue.

If we are not able to manage our growth strategy oif we experience difficulties identifying or integating companies or technologies
we may acquire, our operating results may be adveedy affected.

Our business strategy contemplates further growtiich is likely to result in expanding the scopeopgrating and financial systems
the geographical area of our operations, includiimgher expansion outside the U.S., as new prodaratistechnologies are developed and
commercialized or new geographical markets arerett@ecause we have a relatively small executafé, sicquisitions and other future
growth may divert management’s attention from otisgrects of our business, and place a strain stireximanagement and our operational,
financial and management information systems. leuntlore, we may expand into markets in which we hes® experience or incur higher
costs. Some of our growth is expected to come froquisitions of businesses and technologies. Homwexecannot be certain that we will
able to identify attractive acquisition targetstaib financing for acquisitions on satisfactorynteror successfully acquire identified targets.
Additionally, we may experience difficulties integing the operations of companies or technolodiaswe may acquire, with our own
operations, and we may not realize our anticipbttkefits and cost savings within our expected firame, or at all. For example, we have
recently completed two business acquisitions. h32@e acquired BioHelix and AnDiaTec (collectivellge “recent acquisitions”). We
expect to need to execute a number of tasks melytj efficient and successful manner in orderetdize the benefits and cost savings of the
recent acquisitions, including retaining and asigiting key personnel, managing the regulatory aithlbbursement approval processes,
intellectual property protection strategies and gmrcialization activities, creating uniform standigrcontrols, procedures, policies and
information systems, including with respect to tisare controls and procedures and internal contret financial reporting, and meeting the
challenges inherent in efficiently managing an éased number of employees potentially in diffegadgraphic locations, including the need
to implement appropriate systems, policies, besafid compliance programs. The recent acquisitoigher acquisitions may subject us to
other risks, including unanticipated costs and egjiares, changes in the business, currency nekential changes in relationships with
strategic partners, potential contractual or ietlial property issues, fluctuations in quarteglsults and financial condition as a result of
timing of acquisitions and potential accountingrges and write-downs, and potential unknown liéib#i associated with the strategic
combination and the combined operations. We ca@& givassurance that we will be able to succesdfigdiytify, complete and integrate
strategic acquisitions. Should we encounter diffies in managing these tasks and risks, our greivitegy may suffer and our revenue and
profitability could be adversely affected.

Intellectual property risks and third-party claims of infringement, misappropriation of proprietary ri ghts or other claims against us
could adversely affect our ability to market our products, require us to redesign our products or att@pt to seek licenses from third

parties, and materially adversely affect our operang results. In addition, the defense of such claiscould result in significant costs

and divert the attention of our management and othekey employees.

Companies in or related to our industry often aggjkely protect and pursue their intellectual propgghts. There are often intellect
property risks associated with developing and pcodunew products and entering new markets, antchayenot be able to obtain, at
reasonable cost or upon commercially reasonabiestdf at all, licenses to intellectual property of
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others that is alleged to be part of such new @tieg products. From time to time, we have recgj\and may continue to receive, notices
claim we have infringed upon, misappropriated csused other parties’ proprietary rights.

We have hired and will continue to hire individualtscontractors who have experience in medicalribatics and these individuals or
contractors may have confidential trade secretapnetary information of third parties. We canassure you that these individuals or
contractors will not use this third-party inforn@atiin connection with performing services for ustirerwise reveal this third-party
information to us. Thus, we could be sued for misapriation of proprietary information and tradersds. Such claims are expensive to
defend and could divert our attention and resufiuibstantial damage awards and injunctions thdtidtave a material adverse effect on our
business, financial condition or results of operadi In addition, to the extent that individualscontractors apply technical or scientific
information independently developed by them tomnajects, disputes may arise as to the proprietghys to such data and may result in
litigation.

Moreover, in the past we have been engaged imditig with parties that claim, among other matttrat we infringed their patents. 1
defense and prosecution of patent and trade selarets are both costly and time consuming. We ercostomers may be sued by other
parties that claim that our products have infringeslr patents or misappropriated their proprietagiits or that may seek to invalidate one or
more of our patents. An adverse determination inadnthese types of disputes could prevent us freenufacturing or selling some of our
products, limit or restrict the type of work thamgloyees involved with such products may performufg increase our costs and expose us to
significant liability.

As a general matter, our involvement in litigatmmin any claims to determine proprietary rightsneay arise from time to time, could
materially and adversely affect our business, famrcondition and results of operations for reassinch as:

« pending litigation may of itself cause our distitors or endisers to reduce or terminate purchases of our pts
* it may consume a substantial portion of our mariagand financial resource

» its outcome would be uncertain and a court niray &ny third-party patent claims valid and infridahby our products (issuing a
preliminary or permanent injunction) that would wég us to procure costly licensing arrangemersfthird parties or
withdraw or recall such products from the marketlasign such products offered for sale or undeeldement or restrict
employees from performing work in their areas giexise;

» governmental agencies may commence investigatioriminal proceedings against our employeesyéo employees and us
relating to claims of misappropriation or misusenbther party’s proprietary rights;

e an adverse outcome could subject us to sigmifitability in the form of past royalty paymenggnalties, special and punitive
damages, the opposing party’s attorney fees, amdefuoyalty payments significantly affecting outdre earnings; and

» failure to obtain a necessary license (upon ceroially reasonable terms, if at all) upon an ageautcome could prevent us
from selling our current products or other prodweesmay develop

Even if licenses to intellectual property righte awvailable, they can be costly. We have enteredviarious licensing agreements, wt
largely require payments based on specified proshies as well as the achievement of specific hoifes. Royalty and license expenses
under these arrangements collectively totaled 88l&n , $9.0 million and $9.4 million for the yemended December 31, 2014 , 2013 and
2012 , respectively.

In addition to the foregoing, we may also be regglito indemnify some customers, distributors aratesjic partners under our
agreements with such parties if a third party @tegr if a court finds that our products or aciégthave infringed upon, misappropriated or
misused another person’s proprietary rights. Fuyitngr products may contain technology providedgdy other parties such as contractors,
suppliers or customers. We may have little or nbtalio determine in advance whether such techgplmfringes the intellectual property
rights of a third party. Our contractors, suppliansl licensors may not be required or financiatiledo indemnify us in the event that a claim
of infringement is asserted against us, or they begequired to indemnify us only up to a maximunmoant, above which we would be
responsible for any further costs or damages.
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Servicing our debt requires a significant amount otash, and we may not have sufficient cash flow fno our business to pay our debt.

Our ability to make scheduled payments of the fpaloof, to pay interest on, or to refinance outahtedness, including cash due upon
conversion of our Convertible Senior Notes ("Cotitdéa Senior Notes"), depends on our future peréorog, which is subject to economic,
financial, competitive and other factors beyond camtrol. Our business may not continue to generasé flow from operations in the future
sufficient to service our debt and make necessapital expenditures. If we are unable to genenaté sash flow, we may be required to
adopt one or more alternatives, such as sellingtsis®structuring debt or obtaining additionaliggcapital on terms that may be onerous or
highly dilutive. Our ability to refinance our indelliness will depend on the capital markets andinancial condition at such time. We may
not be able to engage in any of these activitieengage in these activities on desirable termsghwbduld result in a default on our debt
obligations.

We may not have the ability to raise the funds nessary to settle conversions of our Convertible Semi Notes or purchase the
Convertible Senior Notes as required upon a fundanrgal change, and our existing debt contains, and oduture debt may contain,
limitations on our ability to pay cash upon conver&n or purchase of our Convertible Senior Notes.

Following a fundamental change (as defined in tlaenture to our Convertible Senior Notes), the éidaf our Convertible Senior
Notes will have the right to require us to purchidmsr notes for cash. Certain fundamental chaagésthe exercise of any repurchase rigt
Convertible Senior Note holders upon a fundamesitahge would result in an event of default underexisting Senior Credit Facility. A
fundamental change may also constitute an evefaiult or prepayment under, and result in the lacaton of the maturity of, our other
then-existing indebtedness. In addition, upon cosiva of the Convertible Senior Notes, unless wideseur conversion obligation solely in
shares of our common stock (other than cash indfeany fractional share), we will be required taka cash payments in respect of the
Convertible Senior Notes being surrendered for eaion. We may not have sufficient financial resest or be able to arrange financing, to
pay the fundamental change purchase price in cablr@spect to any Convertible Senior Notes sureead by holders for purchase upon a
fundamental change or make cash payments upon iiowe. In addition, restrictions in our currentloen existing credit facilities or other
indebtedness, if any, may not allow us to purcltiaseConvertible Senior Notes upon a fundamentahgbdar make cash payments upon
conversions of the Convertible Senior Notes (intlgdas noted above, restrictions in our existiegiSr Credit Facility on the repurchase of
Convertible Senior Notes upon a fundamental char@e) failure to purchase the Convertible Senioteddaipon a fundamental change or
make cash payments upon conversions thereof wigeiireel would result in an event of default withpest to the Convertible Senior Notes
which could, in turn, constitute a default under trms of our other indebtedness, if any. If #ygayment of the related indebtedness were to
be accelerated after any applicable notice or goaceds, we may not have sufficient funds to retbeyindebtedness and purchase the
Convertible Senior Notes or make cash payments apowersions thereof.

The conditional conversion feature of our Convertille Senior Notes, if triggered, may adversely affectur financial condition and
operating results.

In the event the conditional conversion featuréhefConvertible Senior Notes is triggered, holdér€onvertible Senior Notes will be
entitled to convert their Convertible Senior Naté¢sny time during specified periods at their aptih one or more Convertible Senior Note
holders elects to convert their notes, unless wisfgaur conversion obligation by delivering sgishares of our common stock, we would be
required to settle all or a portion of our convensobligation through the payment of cash, whichld@dversely affect our liquidity.
Furthermore, even if Convertible Senior Note haddid not elect to convert their notes, we coulddepiired under applicable accounting
rules to reclassify all or a portion of the outstiang principal of the Convertible Senior Notes azierent rather than longrm liability, which
would result in a material reduction of our net Wog capital.

Our Senior Credit Facility imposes restrictions onour operations and activities, limits the amount wecan borrow, and requires us to
comply with various financial covenants.

On August 10, 2012, we entered into an amendedestdted $140.0 million senior secured syndicateditfacility, as amended (the
“Senior Credit Facility”), which matures on Augud€d, 2017. The agreement governing the Senior Ckedtitity is subject to certain
customary covenants, including among others: liiteon liens; limitation on mergers, consolidagand sales of assets; limitation on debt;
limitation on dividends, stock redemptions andrémemption and/or prepayment of other debt; lindtabn investments (including loans and
advances) and acquisitions; limitation on transaatiwith affiliates; and limitation on dispositiohassets. We are also subject to financial
covenants which include a funded debt to adjusaediegs before interest, taxes, depreciation angiiration, and stockased compensati
(“adjusted EBITDA”) ratio (as defined in the Senforedit Facility) and an interest coverage ratioe Benior Credit Facility is secured by
substantially all of our
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present and future assets and properties. If w#ofaomply with these covenants, our Senior CrEditility could become due and payable
prior to maturity. As of December 31, 2014 , we avier compliance with all financial covenants.

We may need to raise additional funds to finance auduture capital or operating needs, which could hae adverse consequences on our
operations and the interests of our stockholders.

Seasonal fluctuations in our operating resultsattiglit the cash we have available for researchdaalopment and other operating
needs or cause us to fail to comply with financ@lenants in the documents governing our indebtdrfes a result, we may not be able to
draw on our Senior Credit Facility and we may neeskeek to raise funds through public or privatetae sale of equity to achieve our
business strategy or to avoid non-compliance withfimancial covenants. In addition, we may neett&ito complete acquisitions, or may
issue equity in connection with acquisitions. If iése funds or acquire other technologies or lssies through issuance of equity, this could
dilute the interests of our stockholders. Moreotee, availability of additional capital, whetherd®r equity from private capital sources
(including banks) or the public capital marketsctlates as our financial condition and industrynarket conditions in general change. Tt
may be times when the private capital markets hagublic debt or equity markets lack sufficiequidity or when our securities cannot be
sold at attractive prices, in which case we wouwtllve able to access capital from these sourcésvonable terms, if at all. We can give no
assurance as to the terms or availability of additi capital.

Volatility and disruption to the global capital and credit markets may adversely affect our results obperations and financial
condition, as well as our ability to access cred#énd the financial soundness of our customers and gpliers.

The global capital and credit markets have hisatisicexperienced a period of unprecedented turanwil upheaval, characterized by the
bankruptcy, failure, collapse or sale of varioumficial institutions and an unprecedented levéitefvention from the U.S. federal
government. If these conditions recur, it couldeadely affect the demand for our products and sesvand, therefore, reduce purchases by
our customers, which would negatively affect owutts of operations and financial condition. In iéidd, interest rate fluctuations, financial
market volatility or credit market disruptions mlapit our access to capital, and may also negatiaéfiect our customers’ and our suppliers’
ability to obtain credit to finance their business&s a result, our customers’ needs and abilifyui@hase our products or services may
decrease, and our suppliers may increase theggnieduce their output or change their termslef Haour customers’ or suppliersperating
and financial performance deteriorates, or if thegyunable to make scheduled payments or obtaiit,coer customers may not be able to
pay, or may delay payment of, accounts receivabkedao us, and our suppliers may restrict creditrgrose different payment terms or
reduce or terminate production of products theypBu us. Any inability of customers to pay us &r products and services, or any
demands by suppliers for different payment terney adversely affect our operating results and firsrcondition. Additionally, both state
and federal government sponsored and private pageis result of budget deficits or reductions, s@sk to reduce their health care
expenditures by renegotiating their contracts wghAny reduction in payments by such governmeohspred or private payers may
adversely affect our earnings and cash flow. Déaalirconomic conditions may also increase our costs

We may not achieve market acceptance of our produstamong healthcare providers and physicians, and iiwould have a negative
effect on future sales.

A large part of our business is based on the dat@pid POC diagnostic tests. Our future sales deéms, among other matters, capture
of sales from central laboratories by achievingkaaacceptance of POC testing from physicians dinerdealthcare providers. If we do not
capture sales at the levels anticipated in our ydgir total revenue will not be at the leveld tha expect and the costs we incur or have
incurred will be disproportionate to our sales lsvg/e expect that clinical reference and hositeded laboratories will continue to compete
vigorously against our POC diagnostic productsriteoto maintain and expand their existing domimamicthe overall diagnostic testing
market. Moreover, even if we can demonstrate thapooducts are more cost-effective, save timéawe better performang@hysicians an
other healthcare providers may resist changingx@ Rests. We also believe that adoption of sonmuofproducts may be faster if the
products are granted a CLIA waiver. On January2808, the FDA issued guidance setting forth newiregnents for obtaining a CLIA
waiver that are onerous and have increased theaimeost required to obtain a CLIA waiver. Ouluig to achieve market acceptance from
physicians and healthcare providers with respetttdaise of our POC diagnostic products would lzamegative effect on our future sales.

The industry and market segment in which we operatare highly competitive, and intense competition wf other providers of
diagnostic products may reduce our sales and margn

Our diagnostic tests compete with similar produeégle by our competitors. There are a large numibmutinational and regional
competitors making investments in competing teabgiels and products, including several large phaemiizal and diversified healthcare
companies. We also face competition from our distars as some have created, and others may
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decide to create, their own products to competh airs. A number of our competitors have a poteotimpetitive advantage because they
have substantially greater financial, technicadesrch and other resources, and larger, more isbiadbimarketing, sales, distribution and
service organizations than we have. Moreover, stongpetitors offer broader product lines and haeatgr name recognition than we have.
If our competitors’ products are more effectivertloars or take market share from our products tiinouore effective marketing or
competitive pricing, our operating results couldnh&terially and adversely affected.

In addition, there has been a trend toward indusinsolidation in our markets over the last fewrge®/e may not be able to compete
successfully in an increasingly consolidated indudt/e expect this trend toward industry consolmamay continue as companies attem,
strengthen or hold their market positions in anhaxag industry and as companies are acquired ouaable to continue operations.

Our business and products are highly regulated byarious governmental agencies. Our results of openains would be negatively
affected by failures or delays in the receipt of rgulatory approvals or clearances, the loss of presusly received approvals or other
changes to the existing laws and regulations thatlaersely impact our ability to manufacture and market our products.

The testing, manufacture and sale of our produetsabject to regulation by numerous governmenttiaities in the U.S., principally
the FDA and corresponding state and foreign regojatgencies. The FDA regulates most of our pragwehich are currently all Class | or Il
devices. The U.S. Department of Agriculture regedaiur veterinary products. Our future performate@ends on, among other matters, if,
when and at what cost we will receive regulatorprapal for new products. Regulatory review can tengthy, expensive and uncertain
process, making the timing and costs of clearaandsapprovals difficult to predict. In additionren of our foreign product registrations
owned or controlled by our international distrilutipartners, such that any change in our arrangewiinsuch partners could result in the
loss of or delay in transfer of any such produgtsteations, thereby interrupting our ability tdlsair products in those markets. Our result
operations would be negatively affected by failuseslelays in the receipt of regulatory approvalslearances, the loss of previously
received approvals or clearances or the placenidimits on the marketing and use of our produEts. example, the FDA has recently
proposed reclassifications of rapid influenza dideadevices from Class | to Class Il devices.uils reclassifications affected our ability to
market one or more of our rapid influenza produets, total revenue may be negatively affected.farrhore, in the ordinary course of
business, we must frequently make subjective judgsneith respect to compliance with applicable land regulations. If regulators
subsequently disagree with the manner in which aweIsought to comply with these regulations, wddcba subjected to substantial civil
and criminal penalties, as well as field correctieions, product recall, seizure or injunctionhwigspect to the sale of our products. The
assessment of any civil and criminal penaltiesragais could severely impair our reputation withie industry and affect our operating
results, and any limitation on our ability to maaeture and market our products could also havetariabadverse effect on our business.

Changes in government policy could adversely affectur business and profitability.

Changes in government policy could have a signific@mpact on our business by increasing the codbafg business, affecting our
ability to sell our products and negatively impagtour profitability. Such changes could includedifications to existing legislation, such as
U.S. tax policy, or entirely new legislation, suahthe Affordable Healthcare Act in the U.S. Altbbuwe cannot fully predict the many ways
that health care reform might affect our busin#ss Jaw imposes a 2.3% medical device excise taseotain transactions, including many
U.S. sales of medical devices, which includes th@nty of our US product sales. This tax took efféanuary 1, 2013. For the years ended
December 31, 2014 and 2013, we incurred $2.0anikind $1.8 million related to the medical devie tespectively. It is unclear whether
and to what extent, if at all, other anticipategtelepments resulting from health care reform, sagln increase in the number of people with
health insurance, may provide us additional reveawsfset this increased tax. If additional revemoes not materialize, or if our efforts to
offset the excise tax through spending cuts orradhtons are unsuccessful, the increased tax husilbadversely affect our financial
performance.

We are subject to numerous government regulationsiiaddition to FDA regulation, and compliance with aws, including changed or
new laws, could increase our costs and adverselyfedt our operations.

In addition to FDA and other regulations referreébove, numerous laws relating to such mattessf@sworking conditions,
manufacturing practices, data privacy, environmgniatection, fire hazard control and disposal aférdous or potentially hazardous
substances impact our business operations. If thaseor their interpretation change or new lavggitating any of our businesses are
adopted, the costs of compliance with these lawdcsubstantially increase our overall costs. Faito comply with any laws, including las
regulating the manufacture and marketing of oudpaots, could result in substantial costs and léssles or customers. Because of the
number and extent of the laws and regulations #@iffgour industry, and the number of governmenganezies whose actions could affect our
operations, it is impossible to reliably predict t
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he full nature and impact of future legislatiorregulatory developments relating to our industrgt aar products. To the extent the costs and
procedures associated with meeting new or charrgimgirements are substantial, our business, resiuttgerations and financial condition
could be adversely affected.

We use hazardous materials in our business that magsult in unexpected and substantial claims agaihsis relating to handling,
storage or disposal.

Our research and development and manufacturingitaesiinvolve the controlled use of hazardous malke Federal, state and local
laws and regulations govern the use, manufacttosgge, handling and disposal of hazardous mageflese regulations include federal
statutes commonly known as CERCLA, RCRA and theWater Act. Compliance with these laws and re@ria is already expensive. If
any governmental authorities were to impose nevirenmental regulations requiring compliance in &ddito that required by existing
regulations, or alter their interpretation of teguirements of such regulations, such environmeetpllations could impair our research,
development or production efforts by imposing addil, and possibly substantial, costs, restrictioncompliance procedures on our
business. In addition, because of the nature opémalties provided for in some of these environaeegulations, we could be required to
pay sizeable fines, penalties or damages in thet@fenoncompliance with environmental laws. Anyieonmental violation or remediation
requirement could also partially or completely sthowvn our research and manufacturing facilities @perations, which would have a
material adverse effect on our business. The fisicadental contamination or injury from thesedraous materials cannot be completely
eliminated and exposure of individuals to theseenialls could result in substantial fines, penaltiesamages that are not covered by
insurance.

Our total revenue could be affected by third-partyreimbursement policies and potential cost constrats.

The end-users of our products are primarily phgsisiand other healthcare providers. In the U.Slilheare providers such as hospitals
and physicians who purchase diagnostic productsrgéy rely on third-party payers, principally psite health insurance plans, federal
Medicare and state Medicaid, to reimburse all ot pithe cost of the procedure. Use of our prosiuatuld be adversely impacted if
physicians and other health care providers doewsive adequate reimbursement for the cost of mdugts by their patients’ third-party
payers. Our total revenue could also be adverdtdgtad by changes or trends in reimbursement jesliof these governmental or private
healthcare payers. We believe that the overall&sog cost of medical products and services hasdeand will continue to lead to, increa
pressures on the healthcare industry, both foraighdomestic, to reduce the cost of products amices. Given the efforts to control and
reduce healthcare costs in the U.S. in recent yearsently available levels of reimbursement mayceontinue to be available in the future
our existing products or products under developniBnitd-party reimbursement and coverage may naiMadélable or adequate in either the
U.S. or foreign markets, current reimbursement art®may be decreased in the future and futurelé&igis, regulation or reimbursement
policies of third-party payers may reduce the dedrfan our products or adversely impact our abildysell our products on a profitable basis.

Unexpected increases in, or inability to meet, denmal for our products could require us to spend conslerable resources to meet the
demand or harm our reputation and customer relatiorships if we are unable to meet demand.

Our inability to meet customer demand for our paiduwhether as a result of manufacturing problensipply shortfalls, could harm
our customer relationships and impair our reputatiithin the industry. In addition, our product nuéacturing of certain product lines is
concentrated in one or more of our manufacturitegsMWeather, natural disasters (including pand&yriices, terrorism, political change,
failure to follow specific internal protocols antbpedures, equipment malfunction, environmentabiscor damage to one or more of our
facilities could adversely affect our ability to mdacture our products. This, in turn, could haveaerial adverse effect on our business.

If we experience unexpected increases in the derfwaralir products, we may be required to expendtiaaél capital resources to me
these demands. These capital resources could mtoévcost of new machinery or even the cost of mewufacturing facilities. This would
increase our capital costs, which could adversiécaour earnings and cash resources. If we aablerto develop or obtain necessary
manufacturing capabilities in a timely manner, tmial revenue could be adversely affected. Faitloieost-effectively increase production
volumes, if required, or lower than anticipateddseor production problems, including those enceted as a result of changes that we may
make in our manufacturing processes to meet inecedsmand or changes in applicable laws and régugatcould result in shipment delays
as well as increased manufacturing costs, whickdcalso have a material adverse effect on our lessinoperating results and financial
condition.

Unexpected increases in demand for our productisl @so require us to obtain additional raw materiia order to manufacture
products to meet the demand. Some raw materialsressignificant ordering lead time and we may lb@@ble to timely access sufficient raw
materials in the event of an unexpected increaselinand, particularly those obtained from a soppber or a limited group of suppliers.
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Interruptions in the supply of raw materials and canponents could adversely affect our operations anfinancial results.

Some of our raw materials and components are diyrelstained from a sole supplier or a limited guaaf suppliers. We have long-
term supply agreements with many of these suppleirtsthese long-term agreements involve riskaifgrsuch as our potential inability to
obtain an adequate supply of quality raw mategaal$ components and our reduced control over pricjnglity and timely delivery. It is also
possible that one or more of these suppliers magrhe unwilling or unable to deliver materials ongmnents to us. In addition, due to
regulatory requirements relating to the qualifioatof suppliers, we may not be able to establightiadal or replacement sources on a timely
basis or without excessive cost. Any shortfall im supply of raw materials and components, andr@bility to quickly and cost-effectively
obtain alternative sources for this supply, cowdgéha material adverse effect on our business padting results.

In addition, we use third party packaging compatoeship our products to customers. An interruptiothe businesses of these third
party packaging companies could result in a defashipments to customers.

If one or more of our products is claimed to be defctive, we could be subject to claims of liabilitand harm to our reputation that
could adversely affect our business.

A claim of a defect in the design or manufacturewf products could have a material adverse effecur reputation in the industry
and subject us to claims of liability for injuriaad otherwise. Any substantial underinsured lossltieg from such a claim would have a
material adverse effect on our operating resultsthe damage to our reputation or product lingkénindustry could have a material adverse
effect on our business.

We are exposed to business risk which, if not cowved by insurance, could have an adverse effect onraesults of operations.

We face a number of business risks, including expoto product liability claims. Although we maiitansurance for a number of th
risks, we may face claims for types of damage&moamounts of damages, that are not covered bynsurance. For example, although we
currently carry product liability insurance forbiéity losses, there is a risk that product lidlyilbr other claims may exceed the amount of our
insurance coverage or may be excluded from covarader the terms of our policy. Also, our existingurance may not be renewed at the
same cost and level of coverage as currently gcgfbr may not be renewed at all. Further, weatacarrently have insurance against many
environmental risks we confront in our businessvéfare held liable for a claim against which we ot insured or for damages exceeding
the limits of our insurance coverage, whether agisiut of product liability matters or from soméet matter, that claim could have a mat
adverse effect on our results of operations.

We manage our businesses utilizing complex computsystems that require regular maintenance and upgides; an interruption to
these systems could disrupt our business or forces tio expend excessive costs.

We utilize complex computer systems, including garise resource planning and warehouse managery&enss, to support our
business units. Regular upgrades of our computenzae and software revisions are necessary. Waotassure that our systems will meet
our future business needs or that upgrades willadpes designed. We cannot assure that theraatile associated excessive costs or
disruptions in portions of our business in the sewf our maintenance, support and/or upgradeesetBystems. In particular, any disrupti
delays or deficiencies in the implementation of new enterprise resource planning system couldradieaffect our ability to process
orders, ship products, provide services and custsopport, send invoices and track payments, falfihtractual obligations or otherwise
operate our business.

Our business could be negatively affected by thede of or the inability to hire key personnel.

Our future success depends in part on our abditgtain our key technical, sales, marketing aratetive personnel and our ability to
identify and hire additional qualified personnetr@petition for these personnel is intense, botthénindustry in which we operate and where
our operations are located. Further, we expectdw @ur operations, and our needs for additionalag@ment and other key personnel are
expected to increase. If we are not able to retaisting key personnel, or timely identify and hieplacement or additional qualified
personnel to meet expected growth, our busineds b@uadversely impacted.

We face risks relating to our international salesincluding inherent economic, political and regulatoy risks, which could impact our
financial performance, cause interruptions in our eirrent business operations and impede our growth sategy.

Our products are sold internationally, with the onigy of our international sales to our customer&urope and Asia-Pacific. We
currently sell and market our products throughritistor organizations and sales agents. Salesigio customers
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accounted for 13% , 13% , and 14% of our total mereefor the years ended December 31, 2014 , 20d.2@1R , respectively. Our
international sales are subject to inherent ecoogpailitical and regulatory risks, which could ingpaur financial performance, cause
interruptions in our current business operatiorésienpede our international growth. These foreigksiinclude, among others:

« compliance with multiple different registratiomquirements and new and changing registrationir@gents, our inability to
benefit from registration for our products inasmastregistrations may be controlled by a distribudad the difficulty in
transitioning our product registrations;

« compliance with complex foreign and U.S. lawd asgulations that apply to our international ogierss, including U.S. laws
such as import/export limitations, the Foreign @ptrPractices Act, and local laws prohibiting cptrpayments to governmen
officials, could expose us or our employees tosiard criminal sanctions and damage our reputation;

» tariffs or other barriers as we continue to expua new countries and geographic regi

* exposure to currency exchange fluctuations ag#iest).S. dollal

* longer payment cycles, generally lower averagéngefirices and greater difficulty in accounts rgebie collectior
» reduced, or lack of, protection for, and enforcentdpintellectual property right

» political and economic instability in some oétregions where we currently sell our productdat tve may expand into in the
future;

» potentially adverse tax consequences;
» diversion to the U.S. of our products sold intemftional markets at lower pric

Currently, the majority of our international sabre negotiated for and paid in U.S. dollars. Noeleiss, these sales are subject to
currency risks, since changes in the values ofdoreurrencies relative to the value of the U.Slad@an render our products comparatively
more expensive. These exchange rate fluctuatiomsl eegatively impact international sales of owdarcts, as could changes in the general
economic conditions in those markets. In order &ntain a competitive price for our products intgronally, we may have to continue to
provide discounts or otherwise effectively reduue rices, resulting in a lower margin on prodwgzikl internationally. Continued change in
the values of the Euro, the Japanese Yen and fatfedgn currencies could have a negative impaatwrbusiness, financial condition and
results of operations.

In addition, we have certain supply agreements foiteign vendors whereby we share the foreign cuyexchange fluctuation risk.
We may, in the future, enter into similar arrangetae

We will continue to have the ability to incur debtand our levels of debt may affect our operations ahour ability to pay the principal
of and interest on our debt.

We and our subsidiaries may be able to incur snbatadditional debt in the future, subject to thetrictions contained in our debt
instruments.

As of December 31, 2014 , we had $95.7 million k¢ to borrow under the Senior Credit Facilityur@bility to borrow under the
Senior Credit Facility fluctuates from time to tirdae to, among other factors, our borrowings umigerfacility and its funded debt to adjus
EBITDA ratio as and when measured under the S&riedit Facility. As of December 31, 2014 , theraeveo borrowings outstanding under
the Senior Credit Facility.

Our indebtedness could be costly or have advenssecpiences, such as:

e requiring us to dedicate a substantial portionwfaash flows from operations to payments on ob;
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« limiting our ability to obtain future financinfpr working capital, capital expenditures, acquisis, debt obligations and other
general corporate requirements;

« making us more vulnerable to adverse conditinrike general economy or our industry and to flatibns in our operating
results, including affecting our ability to complith and maintain any financial tests and ratiaguieed under our indebtedness;

» limiting our flexibility to engage in certainansactions or to plan for, or react to, changesimbusiness and the diagnostics
industry;

* putting us at a disadvantage compared to competitat have less relative and/or less restrictela;dan
» subjecting us to additional restrictive financiatlzother covenan

If we incur substantial additional indebtednesthimfuture, these higher levels of indebtedness affagt our ability to pay the principal
of and interest on existing indebtedness and @ditworthiness generally.

Sales of our common stock in the public market codllower the market price for our common stock and dversely impact the trading
price of our securities.

We may need to seek additional capital. If thisitalthl financing is obtained through the issuaatequity securities, debt convertible
into equity or options or warrants to acquire egjg#curities, our existing stockholders could eigrare significant dilution upon the issuan
conversion or exercise of such securities. In &fdifa substantial number of shares of our comntmekss reserved for issuance upon the
conversion of our Convertible Senior Notes, exerosstock options and vesting of other equity alsar

In addition, the issuance of additional sharesufammmon stock, or issuances of additional seesarigonvertible into or exercisable for
shares of our common stock or other equity linkexlsties, including, convertible debt, preferréack or warrants, could dilute the
ownership interest of our common stockholders andccdepress the market price of shares of our comsitock and impair our ability to
raise capital through the sale of additional eqségurities. We cannot predict the size of futesaidances or the effect, if any, that they may
have on the market price for our common stock.

We also have a number of institutional stockholdleas own significant blocks of our common stodkorie or more of these
stockholders were to sell large portions of theldings in a relatively short time, for liquidity other reasons, the prevailing market price of
shares of our common stock could be negativelyctdte

The price of our stock may fluctuate unpredictablyin response to factors unrelated to our operating @rformance.

The stock market periodically experiences signiftqarice and volume fluctuations that are unrelatetthe operating performance of
particular companies. These broad market fluctnatinay cause the market price of our common stocdkdp. In particular, the market price
of securities of smaller medical device comparlike,ours, has been very unpredictable and may wargsponse to:

e announcements by us or our competitors concereitigiblogical innovation

* introductions of new produc

» FDA and foreign regulatory actiol

» developments or disputes relating to patents quratary rights

» failure of our results of operations to meet thpestations of stock market analysts and inves
» changes in stock market analyst recommendatiorsgdigy our common stoc

* changes in healthcare policy in the U.S. or otleemntries; an

» general stock market conditions and other factarslated to our operating performar
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Some provisions of our charter documents, Delawadaw, and our Convertible Senior Notes may make tal@ser attempts difficult,
which could depress the price of our stock and inbit one’s ability to receive a premium price for their shares.

Provisions of our amended and restated certifichbecorporation could make it more difficult forthird party to acquire control of our
business, even if such change in control woulddreeficial to our stockholders. Our amended anditedtcertificate of incorporation allows
our board of directors to issue up to five millisimares of preferred stock and to fix the rights aredlerences of such shares without
stockholder approval. Any such issuance could nitakere difficult for a third party to acquire obusiness and may adversely affect the
rights of our stockholders. Our amended and restagtaws include advance notice requirements fuels$tolder proposals that require
stockholders to give written notice of any propawmatiirector nomination to us within a specifiedipd of time prior to any stockholder
meeting and do not permit stockholders to callecisp meeting of the stockholders, unless suchkbtmders hold not less than 50% of our
stock entitled to vote at the meeting.

We are also subject to anti-takeover provisionseumitlaware law. Together these provisions mayydeleter or prevent a change in
control of us, adversely affecting the market po€eur common stock.

In addition, the terms of our Convertible Senioté&orequire us to offer to purchase the notesdeh in the event of a fundamental
change. A non-stock takeover of our company mayg#i the requirement that we purchase the Conle@ibnior Notes. This feature may
have the effect of delaying or preventing a take@f@ur company that would otherwise be benefimahvestors.

We do not anticipate declaring any cash dividendsroour common stock.

We have never declared or paid cash dividends oea@umon stock and do not plan to pay any casldends in the near future. Our
current policy is to retain all funds and any eagsifor use in the operation and expansion of asimess. Our Senior Credit Facility contains
restrictions prohibiting us from paying any cashiditnds without the lenders’ prior approval. If de not pay cash dividends, a return on
one’s investment may only occur if our common stpike rises above the price at which it was puselda

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

At December 31, 2014 , we occupied the indicategszifootage in the leased facilities describedveel
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Square

Location Status Lease term Footage Primary Use

San Diego, CA (McKellar) Leased 2019 - options to extend for thre 78,000 Administrative offices, sales and marketing,
additional 5 year periods research and development and manufacturing

San Diego, CA (High Bluff) Leased 2022 - options to extend for two  30,00C Administrative offices, sales and marketing
additional 5 year periods (principal executive offices)

Athens, OH Leased 2017 - options to extend for two 94,000 Administrative offices, sales and marketing,
additional 5 year periods research and development and manufacturing

Beverly, MA Leased 2020 - options to extend for two 9,70C Administrative offices, research and

additional 5 year periods

development and manufacturing

We believe that our facilities are adequate foraurent needs, and we currently do not anticipatematerial difficulty in renewing
any of our leases as they expire or securing additior replacement facilities, in each case, anroercially reasonable terms. However, in

anticipation of our growth strategy, we may puraliernative facilities.

Item 3. Legal Proceedings
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We are involved in various claims and litigationttaes from time to time in the ordinary course abimess. We believe that all such
current legal actions, in the aggregate, will ntdna material adverse effect on the company. Wferahintain insurance, including coverage
for product liability claims, in amounts which welleve are appropriate given the nature of thertassi.

Item 4. Mine Safety Disclosures

Not applicable.
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Part Il
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities
COMMON STOCK PRICE RANGE

Our common stock is traded on the Nasdag Globak&tamder the symbol “QDEL.” The following tabletséorth the range of high
and low sales prices for our common stock for theégals indicated.

Quarter

Ended Low High
December 31, 2014 $ 2378 $ 28.6¢
September 30, 2014 $ 21.0: $ 26.9¢
June 30, 2014 $ 2061 $ 27.5¢
March 31, 2014 $ 27.3C % 31.71
December 31, 2013 $ 2400 $ 30.8¢
September 30, 2013 $ 253¢ % 29.4:
June 30, 2013 $ 20.4C $ 25.9¢
March 31, 2013 $ 1987 $ 24.6:

As of February 19, 2015 , we had approximately d@®&mon stockholders of record. No cash dividend®wleclared for our common
stock during the fiscal years ended in 2014 or 23] we do not anticipate paying any dividendhéforeseeable future. Our Senior Cr
Facility contains restrictions on the payment daftcdividends. See Note 2 in the Notes to Cons@di&inancial Statements included in this
Annual Report.

Stock Repurchases

The Company did not make any stock repurchaseaglthie year ended December 31, 2014 , and ther&5@8 million available
under the Company's share repurchase program. dtimnyear ended December 31, 2014 , 68,368 sbhoedgstanding common stock with
a value of $2.0 milliorwere repurchased in connection with payment of mimn tax withholding obligations for certain emplegaelating ti
the lapse of restrictions on certain restrictedlstwvards. These shares are not considered repeshader the Company’s repurchase
program.

The table below sets forth information regardingurehases of our common stock by us during theetimenths ended December 31,
2014:

Approximate dollar value of

Total number of shares shares that may yet be
Total number of shares purchased as part of publicly  purchased under the plans or
Period purchased Average price paid per share  announced plans or programs programs (1)
October — — — 50,000,00
November — — — 50,000,00
December — — — 50,000,00
Total — — — 50,000,00

(1) On April 23, 2013, we announced that our BazrBirectors authorized us to repurchase up taggregate of $50.0 million in shares of
our common stock under our stock repurchase pragham shares of common stock repurchased undeptbgram will no longer be
deemed outstanding upon repurchase and will benesdito the pool of authorized shares. The repseepaogram will expire on April
22, 2015 unless extended by our Board of Directors.
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STOCKHOLDER RETURN PERFORMANCE GRAPH

Set forth below is a line graph comparing the yepdrcentage change in the cumulative total stddéngeturn on our common stock
with the cumulative total return of the Nasdaq Cosife Index, Nasdaq Pharmaceutical Index, NasdadfiHi€are Index, and Nasdaq
Medical Supplies Index for the period beginning 8mber 31, 2009 and ending December 31, 2014 .riprewious Form 10-K we utilized
the Nasdaq Pharmaceutical Index as the industexifist comparison. In our performance graph forybar ended 2014 , we added two new
indices, the Nasdaq US Benchmark Medical Supptlidex and the Nasdaqg Health Care Index (IXHC), whithreplace our comparison to
the Nasdaq Pharmaceutical Index in future peridéisbelieve that the new indices provide for greatenparability as they contain more
competitors and are further aligned with our busénd otal return comparisons for both the prioeidnd new indices are included in the
performance graph below. The graph assumes aaliimtiestment of $100 on December 31, 2009 in ounraon stock, the Nasdaq
Composite Index, the Nasdaq Pharmaceutical IntiexiNasdag Medical Supplies Index, the Nasdag HE&altk Index and reinvestment of
dividends. The stock price performance of our comstock depicted in the graph represents pastpeaiace only and is not necessarily
indicative of future performance.
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Base Period

12/31/2010

12/31/2011

12/31/2012

12/31/2013

12/31/2014

Company/Index 12/31/2009

Quidel Corporation $ 100.0(
NASDAQ Composite $ 100.0(
NASDAQ Pharmaceutical  $ 100.0(
NASDAQ Medical Supplies $ 100.0(
NASDAQ Health Care $ 100.0(

@ BH P PP

104.8¢
116.9:

98.9
105.9¢
110.3¢

@ BH P PP

109.8(
114.8:
113.5¢
101.5¢
115.3:

& P P PP

135.4¢
133.0%
125.5¢
123.2¢
146.7:

“h BB B H B

224.1;
184.0¢
165.6¢
148.9¢
230.4:

@ PH P PP

209.8%
208.7:
196.9:
176.8¢
296.0:




Item 6. Selected Financial Data

The following table presents selected consolidéitexhcial data of Quidel Corporation. This histallidata should be read in
conjunction with the Consolidated Financial Statetae@nd related Notes thereto in Item 8 and “Mamagd’s Discussion and Analysis of
Financial Condition and Results of Operation” ienft 7 in this Annual Report.

Consolidated Statements of Operations

Total revenues
Costs and expenses

Cost of sales (excludes amortization of intang#ssets)3)
Amortization of inventory fair value adjustmentno

acquisition

Total cost of sales (excludes amortization of igtate

assetsj3)

Research and development

Sales and marketing

General and administrative

Amortization of intangible assets from acquiredibesses

and technology
Impairment loss

Facility restructuring charges and business adipisand

integration costs

Total costs and expenses
Operating (loss) income

Interest expense, n@j

(Loss) income before (benefit) provision for taxes
(Benefit) provision for income taxes

Net (loss) income

Basic earnings (loss) per share

Diluted earnings (loss) per share
Shares used in basic per share calculation
Shares used in diluted per share calculation

Year ended December 31,

30

2014 2013(1) 2012 2011 2010(2)
(in thousands, except per share data)

182,61 $ 17541 $ 155,74, $ 158,60 $ 113,33¢
74,18( 66,97¢ 61,28t 62,86¢ 51,48¢
— — — — 1,11¢
74,18( 66,97¢ 61,28¢ 62,86: 52,60
37,918 34,18¢ 27,71¢ 26,32¢ 23,69¢
41,53 33,82¢ 30,31¢ 25,75 23,97
25,81! 25,58! 19,80( 21,98¢ 18,80z
8,82¢ 8,171 6,93¢ 7,122 6,731
3,55¢ — — — —
— 1,82t — — 2,27¢
191,82¢ 170,56¢ 146,05! 144,05 128,08
(9,209 4,842 9,68¢ 14,54¢ (14,745
(1,775 (1,409 (2,075 (3,065 (2,675
(10,987 3,43¢ 7,611 11,48« (17,420
(3,909 (3,956 2,61¢ 3,851 (6,149
(7079 $  7,39C $  499: $ 7,63 $ (11,27)
$ (021 $ 02z $ 015 $ 02: $ (0.39)
(0.21) $ 0.21 $ 0.1t $ 02: % (0.39
34,45 33,83¢ 33,06¢ 32,90: 28,58:
34,45 34,94, 33,70 33,32( 28,58:




Balance Sheet Data

December 31,

2014 2013 2012 2011 2010
(in thousands)

Cash and cash equivalents $ 200,89! $ 8,38t $ 14,85¢ $ 61,33: $ 6,78¢
Working capital $ 238,73t $ 54,61 $ 52,27: $ 71,45: $ 40,25(
Total assets $ 451,55( $ 271,48 % 242,09¢ $ 278,89: $ 214,59:
Long-term debt and lease obligation, net of

current portion $ 146,71 $ 512¢ $ 10,567 $ 47,947 $ 79,774
Stockholders’ equity $ 245,01: $ 223,77¢ % 199,78( $ 185,38t $ 112,52:
Common shares outstanding 34,43: 34,07: 33,45 33,27¢ 28,51«

(1) Includes the results of operations of BioHelix @&mDiaTec from dates of acquisition, May 6, 2013 &agjust 26, 2013, respective

(2) Includes the results of operations of DHI fromdgge of acquisition, February 19, 2C

(3) Excludes amortization of intangible asset$&283, $6,079, $5,753, $6,667 and $5,852 for #zsyended December 31, 2014 , 2013,
2012, 2011 and 2010, respectively.

(4) Includes reclassification of $677 , $840 , $8Md $544 from general and administrative expésine years ended December 31, 2013,
December 31, 2012 , December 31, 2011 and Dece®ib@010, respectively.

Item 7. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion of our financial conditiand results of operations contains forward-loolstajements within the meaning of
the federal securities laws that involve mateiigks and uncertainties. This discussion shoulceld in conjunction with “A Warning About
Forward-Looking Statements” on page 2 and “Risk&at under Iltem 1A of this Annual Report. In adlolit, our discussion of the financial
condition and results of operations of Quidel Cogpion in this Item 7 should be read in conjunctiath our Consolidated Financial
Statements and the related Notes included elseviiéinés Annual Report.

Overview and Executive Summary

We have a leadership position in the developmeahufacturing and marketing of diagnostic testingtions. These diagnostic testing
solutions primarily include applications in infemiis diseases, women’s health and gastrointestisedses. We sell our products directly to
end users and distributors, in each case, for gsafeal use in physician offices, hospitals, chihlaboratories, reference laboratories, leading
universities, retail clinics and wellness screeriagters. We market our products in the U.S. thinaugetwork of national and regional
distributors, and a direct sales force. Internatilgn we sell primarily through distributor arramgents.

A majority of our total revenues relate to threedurct families. For the years ended December 314 2@013 and 2012 , we derived
approximately 69%, 59% and 58%, respectively, aftotal revenues from sales of our influenza, Gruptrep and pregnancy tests.
Additionally, a significant portion of our totalvenue is from a relatively small number of disttdmg. Approximately 48% , 43% and 42% of
our total revenue for the years ended Decembe2@®4 , 2013 and 2012 , respectively, were relaieshles through our three largest
distributors.

For the year ended December 31, 2014 , total reveraneased 4% to $182.6 million as compared tyé#ae ended December 31,
2013 . The increase in total revenues was primdrily to an increase in influenza product sales.

Our primary objective is to increase shareholdéuesay building a broader-based diagnostic compgamable of delivering revenue
growth and more consistent operating results. @ategy is to identify potential market segmentt frovide, or are expected to provide,
significant total market opportunities, and in whige can be successful by applying our signifieamtertise and know-how to develop
differentiated technologies and products.

31




Our diagnostic testing solutions are designed dwige specialized results that serve a broad rahgastomers, by addressing varying

requirements of ease of use, reduced cost, inat¢aseaccuracy and reduced time to result. Ouentiapproach to address this diagnostic
continuum relative to our strategy is comprisethoée parts:

rapid point of care immunoassay tests for ugghiysician offices, hospital laboratories and erapay departments, retail clinics, and
other urgent care settings;

direct fluorescent assays (“DFA”) and cultln@sed tests for the clinical virology laboratomd

molecular diagnostic tests across a number of &bor segment

Our strategy to accomplish our primary objectiveudes the following:

leveraging our current infrastructure to develog Eunch rapid immunoassays, such as additionalyager our FDA approved So
® Analyzer;

developing a molecular diagnostics franchise ith@orporates distinct testing platforms, AmpliVtigSavanna™ and Solana™ and
that leverages our molecular assay development enpies; and

strengthening our position with distribution parsand our customers to gain more emphasis onrodupts in the U.S. and abro

Our current initiatives to execute this strategyiude the following:

continue to focus our research and developmenttefém three arec

e new proprietary product platform developm

» the creation of improved products and new prodfgtexisting markets to address unmet clinical sead!

e pursuit of collaborations with other companiesriew and existing products and markets that azbsanr differentiated
strategy;

provide clinicians with validated studies thatempass the clinical efficacy and economic efficieof our diagnostic tests for the

professional market;

continue to focus on strengthening our marketlanand leadership in infectious diseases and winhealth by acquiring and/or

developing and introducing clinically superior diagtic solutions;

strengthen our direct sales force to enhanedioakhips with integrated delivery networks, latories and hospitals, with a goal of

driving growth through improved physician and ladtorian satisfaction;

support payer evaluation of diagnostic tests atabéshment of favorable reimbursement re

continue to create strong global alliances fapsut our efforts to achieve leadership in key retsland expand our presence in

emerging markets; and

further refine our manufacturing efficiencieslgroductivity improvements to improve profit, witbntinued focus on profitable

products and markets and our effort to create @ competency in new product development.

Product development activities are inherently utaier and there can be no assurance that we wibbeto obtain regulatory body

clearance to market any of our products, or if Wiaim clearances, that we will successfully comnadime any of our products. In addition,
we may terminate our development efforts with respeone or more of our products under developraeany time, including before or
during clinical trials.

Outlook

We expect revenue growth over the next 12 montisaanelated positive impact on gross margin andiegs. This growth is expected

to be driven primarily by increased sales of ouiiecassays and molecular products. In additionewgect continued and significant
investment in research and development activises@invest in our molecular platforms. We will tone our focus on prudently managing
our business and delivering solid financial resuifisile at the same time striving to continue twdduce new products to the market and
maintaining our emphasis on research and developimerstments for longer term growth. Finally, wil wontinue to evaluate opportunities
to acquire new product lines, technologies and amgs.
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Results of Operations
Comparison of years ended December 31, 2014 and 201
Total Revenues

The following table compares total revenues foryibars ended December 31, 2014 and 2013 (in thdssarcept percentages):

For the year ended December 31, Increase (decrease)

2014 2013 $ %
Infectious disease net product sales $ 130,41¢ $ 128,07¢ $ 2,33i 2%
Women'’s health net product sales 34,33: 33,32¢ 1,004 3%
Gastrointestinal disease net product sales 7,41¢ 6,622 792 12 %
Other net product sales 2,77 3,46¢ (692 (20)%
Royalty, license fees and grant revenue 7,681 3,917 3,76¢ 96 %
Total revenues $ 182,61 $ 175,41 $ 7,20¢ 4%

For the year ended December 31, 2014 , total revermueased 4% to $182.6 million . The increadetal revenues was primarily due
to an increase in sales of influenza, Strep A,R8Y¥ products driven by gains made on the Sofidgiat Gains in the women's health
segment were driven by increased sales of our Tdiyrproduct for diagnosis of Grave's Disease. &airthe gastrointestinal disease segr
were driven primarily by increased adoption of rapliVue C. difficile assay. The revenue from oayalty, license fees and grant revenue
category for all periods relates to grant reverassociated with the Bill and Melinda Gates Foumaagjrant agreement and research and
development activities for our Savanna HIV viradoassay and system in development as well astygy@ments earned on our patented
technologies utilized by third parties. See furttiscussion in Note 1 in the Notes to the Constdiddinancial Statements included in this
Annual Report.

Cost of Sales

Cost of sales increased to 41% of total revenweshé year ended December 31, 2014 compared too388tal revenues, for the year
ended December 31, 2013 . The absolute dollaraseren cost of sales of $7.2 million for the yeaded December 31, 2014 from the year
ended December 31, 2013 is primarily related tosdréable nature of direct costs (material and fabssociated with the 4% increase in total
revenues in 2014 combined with the increased da¥¢preciation on a larger installed base of Sofi&ruments in 2014nd higher excess a
obsolete inventory expense. The increase in cosdles as a percentage of total revenue is driyeéhdbsame factors, as well as, product mix.

Operating Expenses
The following table compares operating expensefhears ended December 31, 2014 and 2013 (isdimals, except percentages):
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For the year ended December 31,

2014 2013
As a % of As a % of

Operating total Operating total Increase (decrease)

expenses revenues expenses revenues $ %
Research and development $ 37,91 21% $  34,18¢ 19% $ 3,72i 11%
Sales and marketing $ 41,530 23% $  33,82¢ 19% $ 7,70¢ 23%
General and administrative $ 25,81 14% $ 25,58 15% $ 23C 1%
Amortization of intangible assets from acquired
businesses and technology $ 8,82¢ 5% $ 8,171 5% $ 657 8%
Impairment loss $ 3,55¢ 2% $ — —% $ 3,565¢ N/A
Facility restructuring charge $ — —% $ 1,82¢ 1% $ (1,829 N/A

Research and Development Expense

Research and development expense for the year @wtmminber 31, 2014 increased from $34.2 millio$i3@.9 millionprimarily due tc
a $4.9 million increase in spend on our moleculatfprms. Also contributing to the increase wasg@uiction in reimbursement for research
and development costs associated with a third-gaftgboration agreement of $1.0 million in 2014nasre fully described in Note 1 in the
Notes to the Consolidated Financial Statementsided in this Annual Report. This is partially offdy reductions in spend for other area:

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 costswileincur in the continued development of our puaticandidates for commercialization.
We expect our research and development costs $alisantial as we move other product candidatespirgclinical and clinical trials and
advance our existing product candidates into kstiges of development.

Sales and Marketing Expense

Sales and marketing expense for the year endedhibere31, 2014 increased from $33.8 million to $4tillion driven primarily by
additional investment in our sales organizatioltigh expansion and training of a larger sales for@914 relative to 2013.

General and Administrative Expense

General and administrative expense for the yeagegmkcember 31, 2014 increased from $25.6 millio$25.8 million . General and
administrative expenses include the 2.3% medicaktdeexcise tax, personnel costs, business develnpattivities, and other general
expenses.

Amortization of Intangible Assets from Acquired Busnesses and Technology

Amortization of intangible assets from acquiredibesses primarily consists of customer relationshipirchased technology and
patents and trademarks acquired in connectionauithacquisitions of DHI, BioHelix and AnDiaTec.

Impairment Loss

In 2014 , we determined we would not be able tovecthe carrying value of certain capitalized wafte, purchased iprocess resear
and development and manufacturing line assetserktatthe Project Stella (Bobcat) assets and cetatthnology. As a result, we recorded an
impairment loss totaling $3.6 million in the thigdarter of 2014. See further discussion in Notinltie Notes to the Consolidated Financial

Statements.
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Facility Restructuring Charge

In 2013, we relocated our Santa Clara, Californgufacturing operations to our facility in Athe@hio. In connection with the
relocation, restructuring expense amounted to Bll&n for the year ended December 31, 2013, wincuded employee termination
benefits and impairment charges related to thditfatdase. We had no restructuring expenses fytar ended December 31, 2014 .

Interest Expense, Net

Interest expense primarily relates to interest paidhorrowings under the Senior Credit Facilityenest paid on our lease obligation
associated with our San Diego McKellar facilitydaaccrued interest for the coupon and accretighefliscount on our $172.5 millidi125%
Convertible Senior Notes due 2020 ("Convertiblei®@eNotes") issued in December 2014. The increaseterest expense of $0.4 million for
the year ended December 31, 20Mak due to the interest expense related to the &Ztible Senior Notes. There were no borrowings uilak
Senior Credit Facility during the year ended Decen#i, 2014 .

Income Taxes

We recognized an income tax benefit of $3.9 milkkom $4.0 million for the years ended Decembe2814 and 2013 , respectively.
During 2014, the Company recorded a valuation alowe for deferred tax assets of $2.3 million , Whi@s offset by the federal and state
research and development credits of $0.8 millicth rtease of tax reserves and related interegirbaimately $1.0 million related to the
expiration of the statute of limitations on assemsttior certain state matters. During 2013, we wextéefied by the Internal Revenue Service
that the Congressional Joint Committee of Taxatiad completed its review of and proposed no chatwgesr tax returns filed for the tax
periods 2008 through 2010. As a result, we reletesedeserves and related interest of approxim&®I§ million in 2013. On January 3,
2013, the American Taxpayer Relief Act of 2012 wigmed into law reinstating the federal researachdavelopment credit for the 2012 and
2013 years. Accordingly, we recorded the benefitteel to the 2012 federal research and developaredit of approximately $0.5 million
during the year ended December 31, 2013.

Comparison of years ended December 31, 2013 and 201

Total Revenues
The following table compares total revenues foryibars ended December 31, 2013 and 2012 (in thdssarcept percentages):

For the year ended December 31, Increase (decrease)
2013 2012 $ %
Infectious disease net product sales $ 128,07¢ $ 110,98. $ 17,097 15%
Women's health net product sales 33,32¢ 32,65: 67% 2%
Gastrointestinal disease net product sales 6,622 6,32¢ 294 5%
Other net product sales 3,46¢ 3,32¢ 13¢ 4%
Royalty, license fees and grant revenue 3,917 2,45: 1,46 60%
Total revenues $ 175,410 $ 155,74. $ 19,66¢ 13%

For the year ended December 31, 2013, total reveraueased 13% to $175.4 million from $155.7 moillfor the year ended
December 31, 2012 . The increase in total revewassprimarily due to an increase in influenza poidales. The revenue from our royalty,
license fees and grant revenue category for aibgemprimarily relate to royalty payments earnedanpatented technologies utilized by tl
parties and revenue from grants for research anelaiement activities.

Cost of Sales

Cost of sales decreased to 38% of total revenaethé year ended December 31, 2013 compared too3®6tal revenues, for the year
ended December 31, 2012 . The absolute dollaraseren cost of sales of $5.7 million for the yeaded
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December 31, 2013 from the year ended Decemb&(32, is primarily related to the variable naturelioéct costs (material and labor)
associated with the 13% increase in total reveiru2613 . The decread® cost of sales as a percentage of total reverasepnmarily due to
more favorable product mix in 2013 related to aghkr margin influenza products, partially offsgtdn increase in depreciation of leased
Sofia instruments in 2013 .

Operating Expenses

The following table compares operating expensefhyears ended December 31, 2013 and 2012 (isdimals, except percentages):

For the year ended December 31,

2013 2012
As a % As a %

Operating of total Operating of total Increase (decrease)

expenses revenues expenses revenues $ %
Research and development $ 34,18t 1% $ 27,71¢ 18% $ 6,47( 23%
Sales and marketing $  33,82¢ 19% $  30,31¢ 19% $ 3,561( 12%
General and administrative $ 25,58 15% $  19,80( 13% $ 5,781 29%
Amortization of intangible assets from acquired
businesses and technology $ 8,171 5% $ 6,93t 4% $ 1,23¢ 18%
Facility restructuring charge $ 1,82¢ 1% $ — —% $ 1,82¢ N/A

Research and Development Expense

Research and development expense for the year @&wtmminber 31, 2013 increased from $27.7 millio$i3d.2 million due to planned
increases in our development of molecular techriefgrimarily on our Savanna program. In additibere were increases related to the
acquisition of both Biohelix and AnDiaTec totalififj.2 million. Also contributing to the increase veaseduction in reimbursement for
research and development costs of $1.4 million%@ million for the years ended December 31, 28182012 , respectively, associated
with a third-party collaboration agreement as nfatly described in Note 1 in the Notes to the Cdittded Financial Statements included in
this Annual Report.

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 developwfecgrtain projects, we are unable
to estimate with meaningful certainty the costswilkincur in the continued development of our pucticandidates for commercialization.
We expect our research and development costsdalistantial as we move other product candidatesirclinical and clinical trials and
advance our existing product candidates into stiges of development.

Sales and Marketing Expense

Sales and marketing expense for the year endedhiered1, 2013 increased from $30.3 million to $38iBion primarily due to
additional investments of $2.4 million in our sateganization including an increase in personmalel, training costs, and incentives related
to commercialization of new products. Other key ponents of this expense relate to continued investim assessing future product
extensions and enhancements and market research.

General and Administrative Expense

General and administrative expense for the yeae@ikcember 31, 2013 increased from $19.8 millio$25.6 million primarily
related to the 2.3% medical device excise tax o $dillion , acquisition related expenses of $1iliom, an increase in stock compensation
expense of $0.9 million related to the modificatafrperformance awards and $0.7 million relatedupenterprise resource planning system
upgrade.
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Amortization of Intangible Assets from Acquired Busnesses and Technology

Amortization of intangible assets from acquiredibesses primarily consists of customer relationshgpirchased technology and
patents and trademarks acquired in connectionauithacquisitions of DHI, BioHelix and AnDiaTec. Amiaation of intangible assets from
acquired technology consists primarily of experssoaiated with purchased technology.

Facility Restructuring Charge

In 2013, we relocated our Santa Clara, Californéufacturing operations to our facility in Athe@hio. In connection with the
relocation, restructuring expense amounted to Bll&n for the year ended December 31, 2013, wilncuded employee termination
benefits and impairment charges related to thditfatdase.

Interest Expense, Net

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 decedasnterest expense of $0.7 million for the yeaded December 31, 2013 was largely due
to no borrowings under the Senior Credit Facilitysoughout most of the year ended December 31, 2013

Income Taxes

We recognized an income tax benefit of $4.0 milkord income tax expense of $2.6 million for thergemded December 31, 2013 and
2012 , respectively. During 2013, we were notifigtthe Internal Revenue Service that the Congraakitpint Committee of Taxation had
completed its review of and proposed no changesitdax returns filed for the tax periods 2008 tigi 2010. As a result, we released tax
reserves and related interest of approximately 88l%n. On January 3, 2013, the American Taxpdyelief Act of 2012 was signed into |:
reinstating the federal research and developmexiitdior the 2012 and 2013 years. Accordingly, e&orded the benefit related to the 2012
federal research and development credit of apprabety $0.5 million during the year ended Decemtier2p13 .

Liquidity and Capital Resources

As of December 31, 2014 and 2013, our principalees of liquidity consisted of the following (indusands):

December 31,

2014 2013
Cash and cash equivalents $ 200,89* $ 8,38¢
Restricted cash 3,127 96¢
Cash, cash equivalents, and restricted cash $ 204,02: $ 9,357
Working capital including cash, cash equivalents] gestricted cash $ 238,73t $ 54.,61(
Amount available to borrow under the Senior Créditility $ 95,70 $ 140,00(

As of December 31, 2014 , we had $200.9 milliosash and cash equivalents, which is primarilykaitable to the issuance of
Convertible Senior Notes for an aggregate princpabunt of $172.5 million in December 2014. Durihg year ended December 31, 2014 ,
the Company received $10.6 millipppursuant to a grant agreement, which was restrias to use until expenditures contemplated igtae
were incurred or committed. The Company recordedréstricted cash as a current asset as the Conapdicipates making expenditures
under the grant within one year. As of December2B14 , restricted cash was $3.1 million .

Cash provided by operating activities was $35.Tionilduring the year ended December 31, 2014 .Jdmpany had a net loss of $7.1
million , including non-cash charges of $28.4 roifliof depreciation and amortization of intangitdeets and property and equipment,
impairment loss of $3.6 million and stock-based pensation of $6.7 million . The most significantiolge in operating assets and liabilities
included an increase in accounts receivable of Sdll®n related to an early start to a robust cafdl flu season in the fourth quarter of 2014.
This was offset by extended payables terms, regpilti an increase of $4.4 million and reduced inwgas of $2.9 million .

Cash provided by operating activities was $25.Tionilduring the year ended December 31, 2013 .ddmpany had net income of
$7.4 million , including non-cash charges of $2@hiflion of depreciation and amortization of intablg assets and pr
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operty and equipment, and stock-based compengzti®.8 million . The most significant changes peoating assets and liabilities in 2013
was an increase in inventories of $12.0 million thuplanned increases related to our molecularymisd our SPG facility relocation and the
seasonal nature of our influenza business.

Cash provided by operating activities was $19.6ionilduring the year ended December 31, 2012 .ddmpany had net income of
$5.0 million , including non-cash charges of $23i8ion of depreciation and amortization of intablgi assets and property and equipment,
and stock-based compensation of $6.6 million . flest significant changes in operating assets adities in 2012 included an increase in
accounts receivable of $17.9 million related teeanly start to the 2012/2013 cold and flu seasaherfourth quarter of 2012.

Our investing activities used $11.2 million durithg year ended December 31, 2014 primarily reltiti@éde acquisition of production
equipment, building improvements, and Sofia ins&nts available for lease. Our investing activitised $9.2 million and $2.3 million of net
cash during the year ended December 31, 20ithe acquisitions of BioHelix and AnDiaTec, resfively. Our investing activities used $2
million during the year ended December 31, 201&x&rcise a buyout clause under the Alere licensseagent. During the year ended
December 31, 2012 , the Company exercised the buyight under the Alere Amendment, which alloweda buy-out any remaining future
royalty obligation for a fixed cash payment in #Hreount of $15.6 million less $1.0 million of spéedf third quarter 2011 royalties. In
addition, the Company used $12.2 million of caghifwesting activities associated with the acqigsiof production and scientific
equipment, and building improvements during ther yeraled December 31, 2012 .

We are currently planning approximately $15.0 miilin capital expenditures over the next 12 monthe. primary purpose for our
capital expenditures is to acquire manufacturing) saientific equipment, to purchase or developrimiation technology, and to implement
facility improvements. We plan to fund these cdptgpenditures with cash flow from operations atiteo available sources of liquidity. We
have $3.4 million in firm purchase commitments wigispect to such planned capital expenditures Beoémber 31, 2014 .

Our financing activities provided $168.1 million cdish during the year ended December 31, 2014 piyndae to the issuance of the
Convertible Senior Notes resulting in total proceeti$172.5 million . Our financing activities pided $1.8 million of cash during the year
ended December 31, 2013 primarily related to prdeé®m the issuance of common stock through esemi options of $7.9 million,
partially offset by repayments under our Seniord@reacility of $5.0 million. Our financing activés used approximately $37.5 million of
cash during the year ended December 31, 2012 widsgprimarily related to repayments under our @e@redit Facility and other debt
payments of $38.5 million, and repurchases of oanrmmon stock of $2.9 million which was partially g€t by proceeds from the issuance of
common stock through exercise of options of $4.lfigni.

On August 10, 2012, we entered into an amendedestdted $140.0 million Senior Credit Facility, aifimatures on August 10, 2017.
The Senior Credit Facility amended and restatedb@@0.0 million senior secured credit facility dhtectober 8, 2008. As part of this
amendment, we incurred an additional $1.0 milliedeéferred financing costs related to the SeniedEiFacility. We had previously recorc
$0.6 million related to our prior credit faciliths of December 31, 2014 the Company had deferreahéiing costs related to the Senior Credit
Facility of $0.5 million included as a portion aher non-current assets and $0.3 million included aortion of prepaid expenses and other
current assets. The Senior Credit Facility beaes@st at either LIBOR or the base rate, plusaithecase, an applicable margin. The base rate
is equal to the highest of (i) the lender’s prirater (ii) the federal funds rate plus one-half o¢ @ercent and (iii) LIBOR plus one percent.
The applicable margin is generally determined itcoagance with a performance pricing grid baseduneverage ratio and ranges from
1.25% to 2.50% for LIBOR rate loans and from 0.28%.50% for base rate loans. The agreement gowgthe Senior Credit Facility is
subject to certain customary limitations, includargong others: limitation on liens; limitation orergers, consolidations and dispositions of
assets; limitation on debt; limitation on dividend®ck redemptions and the redemption and/or grapat of other debt; limitation on
investments (including loans and advances) andisitigns; and limitation on transactions with afftes. We are also subject to financial
covenants which include a funded debt to adjus®d BA ratio (as defined in the Senior Credit Fagilinot to exceed 3:1 as of the end of
each fiscal quarter, and an interest coverage oétiot less than 3:1 as of the end of each figoatter. The Senior Credit Facility is secured
by substantially all of our present and future dstizeassets and properties. Our ability to borroar the Senior Credit Facility fluctuates
from time to time due to, among other factors, lmanrowings under the facility and our funded debadjusted EBITDA ratio. As of
December 31, 2014 , the Company had no borrowingganding and had $95.7 million available to bartoder the Senior Credit Facility.
As of December 31, 2014 , the Company was in canpé with all financial covenants.

Our cash requirements fluctuate as a result of nomsefactors, such as the extent to which we gémeesh from operations, progres
research and development projects, competitiorteaithological developments and the time and expamrdi required to obtain
governmental approval of our products. In additiwe,intend to continue to evaluate
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candidates for new product line, company or teabgyhcquisitions or technology licensing. If we idecto proceed with any such
transactions, we may need to incur additional dehissue additional equity, to successfully cortgptae transactions. Based on our current
cash position and our current assessment of fojueeating results, we believe that our existingses of liquidity will be adequate to meet
our operating needs during the next 12 months.

Off-Balance Sheet Arrangements

At December 31, 2014 and 2013, we did not haveralagionships with unconsolidated entities or ficial partners, such as entities
often referred to as structured finance or spguigbose entities, which would have been establighetthe purpose of facilitating off-balance
sheet arrangements or other contractually narrolimited purposes. As such, we are not materiafjyosed to any financing, liquidity,
market or credit risk that could arise if we hada&ged in such relationships.

Contractual Obligations

As of December 31, 2014 , our future contractuéigakions were as follows (in thousands):

Payment due by period

Less than 1-3 3-5 More than

Total 1 year Years Years 5 years
Convertible Senior Notes (1) $ 206,13t $ 5,60¢ $ 11,21:  $ 11,21: % 178,10t
Lease obligation (2) 6,781 1,13¢ 2,291 2,33 1,01¢
Operating lease obligations (3) 12,74 1,79¢ 4,14: 3,291 3,51«
Non-cancellable purchase commitments (4) 3,36( 3,192 16¢ — —
Total contractual obligations $ 229,01¢ % 11,72¢ $ 17,82( $ 16,83t $ 182,63¢

(1) Includes the principal amount of our ConvdetiSenior Notes due in December 2020, as welltasdast payments to be made semi-
annually.

(2) Reflects our lease obligation on the approxétyar8,000 square-foot San Diego facility in plaseof December 31, 201 he facility
is subject to a financing arrangement with payméntsugh December 2019. Our future obligation urtdier financing arrangement is
included in the table above.

(3) Reflects obligations on facilities and equiprnender operating leases in place as of Decenthet®4 . In October of 2013, we
entered into a lease for approximately 30,000 sfesmt of office space in San Diego. The leaseregpnh 2022 with options to extend
the lease for two additional five-year periodstHa fourth quarter of 2011, we exercised our rehepton for the Athens, Ohio
location. The amended lease expires in 2017 withdptions to extend the lease for additional fieatyperiods through 2027. Future
minimum lease payments are included in the tabbeab

(4) Reflects our $3.4 million of non-cancellabtemanitments to purchase property, plant and equipuedh inventory under contractual
arrangements.

We have entered into various licensing agreemartitigh largely require payments based on specifiedyrct sales as well as the
achievement of specific milestones. Royalty anenge expenses under these various royalty andiimeagreements collectively totaled
$8.9 million , $9.0 million and $9.4 million for ¢hyears ended December 31, 2014 , 2013 and 2@%$pectively including $8.0 million, $8.0
million and $8.4 million in amortization expense 8914 , 2013 and 2012 , respectively.

We exclude liabilities pertaining to uncertain fgositions from our table of contractual obligati@swe cannot make a reliable estir
of the period of cash settlement with the respedixing authorities, nor the amount of the firadlt settlement. As of December 31, 2014 ,
we had approximately $0.8 million of liabilitiessagiated with uncertain tax positions. See Note B¢ Notes to the Consolidated Financial
Statements included in this Annual Report for fartiscussion of uncertain tax positions. The talde excludes $5.8 million in potential
contingent consideration payments related to aelnm@nt of certain revenue targets under acquisitggerements. In addition to revenue
targets under the AnDiaTec acquisition agreemantgtare also contingent payments remaining ob @212 million upon achievement of
certain research and development mile
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stones as of December 31, 2014 . We have not iedlathounts in the table because we cannot malesanably reliable estimate regarding
whether the milestones required for these paymeifitbe achieved. The table also excludes $0.5iomltelated to a research and
development target achieved as of December 31, 2@hch is included in accrued payroll and relagggenses as of December 31, 2014 .
See Note 6 in the Notes to the Consolidated Fimd&tatements included in this Annual Report fotHer discussion of our contingent
consideration.

New Accounting Standards

In May 2014, the FASB issued guidance codified BiCATopic 606Revenue Recognition - Revenue from Contracts wigtothers
which amends the guidance in former ASC Topic 8885senue RecognitiorThis guidance is intended to improve and converigje
international standards the financial reportinguisgments for revenue from contracts with customgng standard’s core principle is that a
company will recognize revenue when it transfempsed goods or services to customers in an antbanteflects the consideration to
which the company expects to be entitled in exchdngthose goods or services. In doing so, congsawill need to use more judgment and
make more estimates than under current authogtatidance. These may include identifying perforoeapbligations in the contract,
estimating the amount of variable consideratiomttude in the transaction price and allocatingtt@saction price to each separate
performance obligation. The guidance is effectmeannual reporting periods beginning after Decanbe 2016, with early adoption
prohibited. The Company is currently evaluatingithpact of this guidance and expects to adopttdwedsird in the first quarter of 2017.

In August 2014, the FASB issued guidance codifireA$U 2014-15 (Subtopic 205-4@resentation of FinancialStatements -
Disclosure of Uncertainties about an En's Ability to Continue as a Going Concerithe guidance requiresmanagement to evaluate etheth
there are conditions and events that raise sulitdoubt about the entity’s ability to continueaagoing concern within one year after the
financial statements are issued (or available tizsfieed when applicable). Management will be rexgliio make this evaluation for both
annual and interim reporting periods and will hewenake certain disclosures if it concludes thassantial doubt exists or when its plans
alleviate substantial doubt about the entity’sigbib continue as a going concern. Substantiabtlexists when relevant conditions and
events, considered in the aggregate, indicatdttisprobable that the entity will be unable toehis obligations as they become due within
one year after the date that the financial stat¢srem® issued (or available to be issued). The probable is used consistently with its use in
ASC Topic 450Contingencies The guidance is effective for annual periods egdifter December 15, 2016 and for interim repgrgieriods
starting in the first quarter 2017, with early atiop permitted. The Company is currently evaluatimg impact of this guidance and expec!
adopt the standard for the annual reporting pegitated December 31, 2016.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial caadiand 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 tasg@come taxes, stock-based compensation, résting 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 liadslitihat are not readily apparent from other
sources. Actual results may differ from these estés under different assumptions or conditions.

We believe the following critical accounting poéisiaffect our more significant judgments and edgésiased in the preparation of our
consolidated financial statements:

Revenue Recognition

The Company records revenues primarily from progatgs. These revenues are recorded net of redoadesther discounts which are
estimated at the time of sale, and are largelyedrlyy various customer program offerings, includipgcial pricing agreements, promotions
and other volume-based incentives. Revenue fromymtosales are recorded upon passage of titleiskdfrloss to the customer. Change in
title to the product and recognition of revenuewsaipon delivery

40




to the customer when sales terms are free on fa@B”) destination and at the time of shipment whibe sales terms are FOB shipping
point and there is no right of return.

A portion of product sales include revenues fogdistic kits, which are utilized on leased instratgystems under the Company’s
“reagent rental” program. The reagent rental pnogpaovides customers the right to use the instrusn@inno separate cost to the customer in
consideration for a multi-year agreement to puretfemual minimum amounts of consumables (“reagemt&iiagnostic kits”). When an
instrument is placed with a customer under a relagenal agreement, the Company retains title ¢oettpuipment and it remains capitalized on
the Company’s Consolidated Balance Sheet as pyoped equipment. The instrument is depreciated sinagght-line basis over the shorter
of the lease term or the life of the instrumentpi2eiation expense is recorded in cost of saldaded in the Consolidated Statements of
Operations. The reagent rental agreements represeninit of accounting as the instrument and amales (reagents) are interdependent in
producing a diagnostic result and neither hasradsédone value with respect to these agreementsedmue is recognized at the time of
instrument placement. All revenue is recognizedmihe title and risk of loss for the diagnosticskitave passed to the customer.

Royalty income from the grant of license rightsésognized during the period in which the reversuearned and the amount is
determinable from the licensee. The Company alsmsdacome from the licensing of technology.

The Company earns income from grants for researdfcammercialization activities. On November 6, 20he Company was awarc
a milestone-based grant totaling up to $8.3 milfimm the Bill and Melinda Gates Foundation to depemanufacture and validate a
guantitative, low-cost, nucleic acid assay for HlMig treatment monitoring on the integrated Savanba platform for use in limited
resource settings. Upon execution of the granteageat, the Company received $2.6 million to funidssguent research and development
activities and received milestone payments totehiad million in 2013. On September 10, 2014, tenPany entered into an amended grant
agreement with the Bill and Melinda Gates Foundetar additional funding of up to $ 12.6 million arder to accelerate the development of
the Savanna MDx platform in the developing worlghod execution of the amended grant agreement, dingp@ny received $10.6 million in
cash and expects to receive the remaining milegiagments of up to $2.4 million in 2015 and $2.8iam in 2016. The Company recogni:
grant revenue on the lesser of the amount recogmizea proportional performance basis or the amoticash payments that are non-
refundable as of the end of each reporting pefod.the years ended December 31, 2014 , 2013 &l ,20e recognized $6.3 million , $2.6
million and $0.5 million as grant revenue, respegii. The Company classified $3.1 million and $tillion of funds received from the Bill
and Melinda Gates Foundation as restricted cashiecember 31, 2014 and December 31, 20&3pectively. In addition, the Company
classified $6.3 million and $2.0 million as defefigrant revenue as of December 31, 2014 and Dece3tb2013 , respectively.

Stock-Based Compensation

Compensation expense related to stock optionsepastrecognized ratably over the service vestargpd for the entire option award.
The total number of stock options expected to igeatjusted by estimated forfeiture rates. We deaitez the estimated fair value of each st
option on the date of grant using the Black-Scholg®n valuation model. Compensation expenseifive-based restricted stock awards and
units is measured at the grant date and recognégelly over the vesting period. We determine #ievialue of time-based and performance-
based restricted stock based on the closing mprles of our common stock on the grant date. Aiporof the restricted stock granted in
2012 and 2011 was performance-based and vestiigglito achievement of specific Company goals ib428nd 2013. For purposes of
measuring compensation expense, we estimate therdmibshares ultimately expected to vest at eapbrting date based on management'’s
expectations regarding achievement of the releparibrmance criteria. The recognition of compemgaéxpense associated with
performance-based restricted stock requires judgimerssessing the probability of meeting the penfince goals, as well as defined criteria
for assessing achievement of the performance-tetials. This may result in significant expensegaition in the period in which the
performance goals are met or when achievemeneajdials is deemed probable or may result in thersal of previously recognized stock-
based compensation expense if the performanceiariee deemed not probable of being met. The glatet of the performance-based
restricted stock takes place when the grant isogiztbd and the specific achievement goals are camwated. The communication date of the
performance goals can impact the valuation andcéseal expense of the restricted stock.

The computation of the expected option life is blase a weighted-average calculation combining thezage life of options that have
already been exercised and post-vest cancellatithghe estimated life of the remaining vested andxercised options. The expected
volatility is based on the historical volatility ofir stock. The risk-free interest rate is basetherl).S Treasury yield curve over the expected
term of the option. Historically, we have not paity cash dividends on our common stock, and weotlamticipate paying any cash
dividends in the foreseeable future. Consequewityuse an expected dividend yield of zero in thecBIScholes option valuation model. The
estimated forfeiture rate is based on our histbagperience and future expectations.
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Reserve for Uncollectible Accounts Receivable

We maintain an allowance for doubtful accountsefstimated losses resulting from the inability of oustomers to make required
payments. Our allowance for doubtful accounts &edaon our assessment of the collectability of iipexuistomer accounts, the aging of
accounts receivable, our history of bad debts,thedjeneral condition of the industry. If a majastomer’s credit worthiness deteriorates, or
our customers’ actual defaults exceed our histbeigperience, our estimates could change and aglyerspact our reported results.

Inventory

Our policy is to value inventories at the lowercost or market on a part-by-part basis. This palesyuires us to make estimates
regarding the market value of our inventories,udalg an assessment of excess or obsolete investdie determine excess and obsolete
inventories based on an estimate of the future ddrfar our products within a specified time horizgenerally 12 months. The estimates we
use for demand are also used for near-term capaleityiing and inventory purchasing and are corndistéh our revenue forecasts. If our
actual demand is less than our forecast demandjayebe required to take additional excess inventbeyges, which would decrease gross
margin and adversely impact net operating resultee future.

Goodwill and Intangible Assets

The effective life and related amortization of imgéble assets with definite lives will be basedtloa higher of the percentage of usag
the straight-line method. Useful lives are basetherexpected number of years the asset will gemeeaenue or otherwise be used by us.
Goodwill and in-process research and developmetitive indefinite lives are not amortized butdastare tested at least annually for
impairment, or more frequently when events or clearig circumstances indicate that the asset miglmpaired. Examples of such events or
circumstances include:

» the asse$ ability to continue to generate income from opens and positive cash flow in future peric

» any volatility or significant decline in our stogkice and market capitalization compared to ourboetk value
» loss of legal ownership or title to an as

» significant changes in our strategic business ¢bges and utilization of our assets; :

« the impact of significant negative industry or egoric trends

If a change were to occur in any of the above-noeeti factors or estimates, the likelihood of a mi@tehange in our reported results
would increase.

For goodwill and in-process research and developnaetmvo-step test is used to identify the potéiigairment and to measure the
amount of impairment, if any. The first step istimpare the fair value of a reporting unit with ta&rying amount, including goodwill and
in-process research and development. If the fdirevaf a reporting unit exceeds its carrying ampgobdwill and in-process research and
development are considered not impaired; othengigedwill and in-process research and developnreningaired and the loss is measured
by performing step two. Under step two, the impaintrioss is measured by comparing the impliedvialine of the reporting unit with the
carrying amount of goodwill and in-process reseanth development. We are required to perform périedaluations for impairment of
goodwill balances. We completed our annual evadadir impairment of goodwill and in-process resbasnd development as of
December 31, 2014 and determined that no impairerasted.

Determining the initial fair values and useful bvef the intangible assets acquired in connectiibin the Alere Amendment describec
Note 6 in the Notes to Consolidated Financial $tatets included in this Annual Report required tkereise of judgment. While there ar:
number of different generally accepted valuatiornimds to estimate the value of intangible assetsised the discounted cash flow method
in determining the value of licensed technologyaiged with the Alere Amendment. This method reggisignificant management judgm
to forecast the future operating results usedérattalysis. In addition, other significant estinsatere required such as residual growth rates
and discount factors. The estimates we used t@aid amortize intangible assets were consistahtthé plans and estimates that we use to
manage our business and were based on availabbdeidasinformation and industry estimates and ages. These judgments can
significantly affect our net operating results.

Business Combinations

The cost of an acquired business is assigned t@itggble and identifiable intangible assets aeguand liabilities assumed on the b:
of the estimated fair values at the date of actioisiWe assess fair value, which is the price Watld be received to sell an asset or paid to
transfer a liability in an orderly transaction beem market participants at the
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measurement date, using a variety of methods imgdudbut not limited to, an income approach andaaket approach such as the estimation
of future cash flows of acquired business and ciigelling prices of similar assets. Fair valu¢hef assets acquired and liabilities assumed,
including intangible assets, in-process researdhdarelopment (IPR&D), and contingent payments nagasured based on the assumptions
and estimations with regards to the variable facsoich as the amount and timing of future cashdlfowthe asset or liability being measur
appropriate risk-adjusted discount rates, nonperéoice risk, or other factors that market participavould consider. Upon acquisition, we
determine the estimated economic lives of the aeduntangible assets for amortization purposeschvaire based on the underlying expe
cash flows of such assets. When applicable, adgrgsrto inventory and property, plant and equipraeatbased on the fair market value of
inventory and amortized into income based on th@@én which the underlying inventory is sold. Givdll is an asset representing the fut
economic benefits arising from other assets acduir@ business combination that is not individpadentified and separately recognized.
Actual results may vary from projected results assumptions used in the fair value assessments.

Software Development Costs

Software development costs associated with softteabe sold, leased or otherwise marketed are egeas incurred until
technological feasibility has been establishedeAfiéchnological feasibility is established, softesvdevelopment costs are capitalized. The
capitalized cost is amortized on a straight-linsibaver the estimated product life or on the rafiourrent revenues to total projected product
revenues, whichever is greater.

Income Taxes

Significant judgment is required in determining puovision for income taxes, current tax assetsliafiities, deferred tax assets and
liabilities, and our future taxable income, bothaaghole and in various tax jurisdictions, for pagps of assessing our ability to realize future
benefit from our deferred tax assets. A valuatibowaance may be established to reduce our deféapedssets to the amount that is
considered more likely than not to be realizedulgiothe generation of future taxable income andraidx planning opportunities. We
evaluated our gross deferred tax assets, inclualingssessment of cumulative income or loss ovesribethree-year period and future
periods, to determine if a valuation allowanceeiguired. A significant piece of objective negatxdence evaluated was that the cumulative
before-tax results incurred over the three-yeaiogeznded December 31, 2014 were slightly proféaBlased upon the available evidence as
of December 31, 2014 , we were not able to conditudanore likely than not certain deferred tasets will be realized. Therefore, we
recorded a valuation allowance of $2.3 million agaour deferred tax assets. We will continue &&ss the need for a valuation allowance on
our deferred tax assets by evaluating both posithaenegative evidence that may exist.

We recognize liabilities for uncertain tax positdmased on a two-step process. The first stepdagdtate the tax position for
recognition by determining if the weight of avaiklevidence indicates that it is more likely than tihat the position will be sustained during
an audit, including resolution of related appealtigation processes, if any. The second stdp imeasure the tax benefit as the largest
amount that is more than 50% likely of being readizipon settlement. While we believe that we hgypeapriate support for the positions
taken on our tax returns, we regularly assessdlenfial outcome of examinations by tax authoritiedetermining the adequacy of our
provision for income taxes. See Note 3 in the Natgbe Consolidated Financial Statements includebis Annual Report for more
information on income taxes.

We recognize excess tax benefits associated wétlexibrcise of stock options directly to stockhadtleguity only when realized.
Accordingly, deferred tax assets are not recogniaedet operating loss and tax credit carryforveargsulting from excess tax benefits. As of
December 31, 2014 and 2013 , deferred tax assetstdoclude $1.5 million and $1.0 million , respigely, of these excess tax benefits from
employee stock option exercises that are a compafeur net operating loss and tax credit carnyinds. Additional paid-in capital would
be increased up to $1.5 million if such excesdenefits are realized.

Convertible Debt

We account for convertible debt instruments thay imasettled in cash upon conversion (including lmoation settlement of cash equal
to the “principal portion” and delivery of the “steeamount” in excess of the conversion value dvemtrincipal portion in shares of common
stock and/or cash) by separating the liability agdity components of the instruments in a manrerrflects our nonconvertible debt
borrowing rate. We determine the carrying amounhefliability component by measuring the fair \vahf similar debt instruments that do
not have the conversion feature. If no similar destrument exists, we estimate fair value by usisgumptions that market participants
would use in pricing a debt instrument, includingrket interest rates, credit standing, yield cuased volatilities. Determining the fair value
of the debt component requires the use of accagestimates and assumptions. These estimates sunthtsons are judgmental in nature
could have a significant impact on the determimatibthe debt component, and the associated ndniatesest expense.
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In December 2014, we issued $172.5 million aggeeganhcipal amount of 3.25% Convertible Senior Nalee 2020. We assigned a
value to the debt component of our Convertible &eNbtes equal to the estimated fair value of gimdlebt instruments without the
conversion feature, which resulted in us recordirggdebt at a discount. We are amortizing the dislgbunt over the life of the Convertible
Senior Notes as additional non-cash interest expetilizing the effective interest method. For aidadial information, see Note 2 in the Notes
to the Consolidated Financial Statements includetiis Annual Report.

ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

Interest Rate Risk

We had no borrowings outstanding under our Seniedi€Facility at December 31, 2014 . If we hadrbaings under our Senior
Credit Facility the interest rate would have beefl% as of December 31, 201A hypothetical 100 basis point adverse move ferest rate
along the entire interest rate yield curve woultinorease our annual interest expense as therearerrowings.

We are not subject to interest rate risk on ourv@dible Senior Notes as the Notes have a fixed odit3.25%. For fixed rate dek
changes in interest rates will generally affect thie value of the debt instrument, but not ourngags or cash flows. Under our curr
policies, we do not use interest rate derivatiwtrioments to manage our exposure to changes megttates.

Our current investment policy with respect to oasltand cash equivalents focuses on maintainirgpsadale levels of interest rate risk
and liquidity. Although we continually evaluate qalacement of investments, as of December 31, 2014 cash and cash equivalents were
placed in certificates of deposit, money markedwernight funds that we believe are highly liquidianot subject to material market
fluctuation risk.

Foreign Currency Exchange Risk

The majority of our international sales are nedgetidor and paid in U.S. dollars. Nonetheless,dlssdes are subject to currency risks,
since changes in the values of foreign curreneikgive to the value of the U.S. dollar can rermlarproducts comparatively more expensive.
These exchange rate fluctuations could negativepact international sales of our products, as cobéthges in the general economic
conditions in those markets. Continued changeervtiues of the Euro, the Japanese Yen and ottesgfocurrencies could have an impact
on our business, financial condition and resultspsrations. We do not currently hedge againstaxgé rate fluctuations, which means that
we are fully exposed to exchange rate changeslditian, we have a supply agreement with a foreigndor whereby we evenly share the
foreign currency exchange fluctuation risk. We miaythe future, enter into similar such arrangeraent
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and
Stockholders of Quidel Corporation

We have audited the accompanying consolidated balsineets of Quidel Corporation as of Decembe2@14 and 2013, and the
related consolidated statements of operations, celmepsive (loss) income, stockholders’ equity aashdlows for each of the three years in
the period ended December 31, 2014 . Our auditsiatsuded the financial statement schedule ligtatie Index at Iltem 15(a)(2). These
financial statements and schedule are the resptitysiti the Company’s management. Our respongibif to express an opinion on these
financial statements and schedule based on outsaudi

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamioUnited States). Those
standards require that we plan and perform the &mdbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disids in the financial statements. An
audit also includes assessing the accounting ptexused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements referedlbove present fairly, in all material respedts,¢onsolidated financial position of
Quidel Corporation at December 31, 2014 and 2G8 the consolidated results of its operatiomsitsncash flows for each of the three ye
in the period ended December 31, 2014 , in configrmith U.S. generally accepted accounting priresplAlso, in our opinion, the related
financial statement schedule, when consideredatioa to the basic financial statements takenabale, presents fairly in all material
respects the information set forth therein.

We also have audited, in accordance with the stasdz# the Public Company Accounting Oversight Bio@nited States), Quidel
Corporation’s internal control over financial repeg as of December 31, 2014 , based on critet@béished in Internal Control—Integrated
Framework issued by the Committee of Sponsoringa@mgtions of the Treadway Commission (2013 frantkjvand our report dated
February 23, 2015 expressed an unqualified opitfiereon.

/sl ERNST & YOUNG LLP
San Diego, California

February 23, 2015
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CONSOLIDATED BALANCE SHEETS

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net
Inventories
Deferred tax asset—current
Restricted cash
Prepaid expenses and other current assets
Total current assets
Property, plant and equipment, net
Goodwill
Intangible assets, net
Other non-current assets
Total assets
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable
Accrued payroll and related expenses
Current portion of lease obligation
Current portion of contingent consideration
Deferred grant revenue
Other current liabilities
Total current liabilities
Long-term debt
Lease obligation, net of current portion
Contingent consideration—non-current
Deferred tax liability—non-current
Income taxes payable
Deferred rent
Other non-current liabilities
Commitments and contingencies (Note 6)
Stockholders’ equity:

Preferred stock, $.001 par value per share; 5,086es authorized; none issued or
outstanding at December 31, 2014 and 2013

Common stock, $.001 par value per share; 50,00@stzthorized; 34,433 and 34,073

QUIDEL CORPORATION

(in thousands, except par value)

shares issued and outstanding at December 31,82@12013, respectively

Additional paid-in capital

Accumulated other comprehensive (loss) income

Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying notes.
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December 31,

2014 2013
200,89! $ 8,38¢
34,46¢ 29,92¢
24,76 27,63¢
8,31¢€ 8,36:
3,12 96¢
3,55¢ 3,33¢
275,12: 78,61
49,22¢ 48,05
80,74¢ 80,76:
41,89( 62,26
4,56¢ 1,78¢
451,55( $ 271,48
12,42: 6,95(
8,34¢ 7,48t
50¢ 441
732 1,49
6,33( 2,02¢
8,04 5,611
36,38t 24,00¢
142,09 —
4,617 5,12¢
5,02 7,31¢
14,89( 6,31¢
80E 2,11¢
2,22¢ 1,74¢
49z 1,07¢
34 34
229,37: 201,02:
(29) 18
15,63 22,70¢
245,01 223,77
451,55 $ 271,48




QUIDEL CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Year ended December 31,

2014 2013 2012

Total revenues $ 182,61 $ 175,41( $ 155,74:
Costs and expenses

Cost of sales (excludes amortization of intangéssets of $6,283,

$6,079, and $5,753, respectively) 74,18( 66,97¢ 61,28t

Research and development 37,918 34,18¢ 27,71¢

Sales and marketing 41,53: 33,82¢ 30,31¢

General and administrative 25,81 25,58 19,80(

Amortization of intangible assets from acquiredibesses and

technology 8,82¢ 8,171 6,93t

Impairment loss 3,55¢ — —

Facility restructuring charges — 1,82t —

Total costs and expenses 191,82 170,56¢ 146,05!

Operating (loss) income (9,20¢) 4,84: 9,68¢
Interest expense, net (2,775 (1,409 (2,075
(Loss) income before (benefit) provision for incotares (20,989 3,43¢ 7,611
(Benefit) provision for income taxes (3,909 (3,956 2,61¢
Net (loss) income $ (7,079 $ 7,39C % 4,99:
Basic (loss) earnings per share $ (0.21) $ 0.2z $ 0.1t
Diluted (loss) earnings per share $ (0.27) $ 021 $ 0.1f
Shares used in basic per share calculations 34,45: 33,83¢ 33,06¢
Shares used in diluted per share calculations 34,45 34,94% 33,70:

See accompanying notes.
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QUIDEL CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE (LOSS) INC OME
(in thousands)

Year ended December 31,

2014 2013 2012
Net (loss) income $ (7,07) $ 7,390 $ 4,99:
Other comprehensive (loss) income, net of tax

Changes in cumulative translation adjustment 47 18 —
Comprehensive (loss) income $ (7,120) $ 7,40¢ $ 4,99:

See accompanying notes.
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QUIDEL CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(in thousands)

Common Stock

Accumulated

Balance at January 1, 2012

Issuance of common stock under equity
compensation plans

Cancellation of common stock under equity
compensation plans

Income tax benefit due to exercise/disposition of

employee stock options
Stock-based compensation expense
Purchase of common stock

Net income

Balance at December 31, 2012

Issuance of common stock under equity
compensation plans

Income tax benefit due to exercise/disposition of

employee stock options
Stock-based compensation expense
Repurchases of common stock

Changes in cumulative translation adjustment
net of tax

Net income

Balance at December 31, 2013

Issuance of common stock under equity
compensation plans

Convertible senior notes, equity portion, net @
tax and issuance costs

Tax impact from the issuance of convertible
senior notes

Stock-based compensation expense
Repurchases of common stock

Changes in cumulative translation adjustment
net of tax

Net loss

Balance at December 31, 2014

Additional other Total
paid-in comprehensive Retained stockholders’

Shares Par capital income (loss) earnings equity
33,27¢ % 33 $ 175,03 $ — % 10,32 $ 185,38t
41¢F — 5,581 — — 5,581
©) — — — — —
— — 1,102 — — 1,10z
— — 6,12¢ — — 6,12¢
(231) — (3,407 — — (3,407
— — — — 4,99: 4,99:
33,45! 33 184,43: — 15,31¢ 199,78(
70€ 1 8,38¢ — — 8,38¢
— — 2,34¢ — — 2,34¢
— — 8,013 — — 8,01%
(86) — (2,157 — — (2,157
— — — 18 — 18
— — — — 7,39( 7,39(
34,07: 34 201,02: 18 22,70¢ 223,77¢
42¢ — 5,471 — — 5,471
— — 29,75¢ — — 29,75¢
— — (11,362 — — (11,362
— — 6,44. — — 6,44%
(68) — (1,95¢6) — — (1,956)
— — — (47) — (47)
- - e e (7]07[) (7!071)
34,43 % 34 $ 22937 $ (29) $ 15,63: $ 245,01:

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



OPERATING ACTIVITIES
Net (loss) income

Adjustments to reconcile net (loss) income to reshcprovided by operating

activities:
Depreciation, amortization and other
Stock-based compensation expense
Impairment loss
Amortization of debt discount and deferred issuasusts
Loss on disposal of assets
Change in fair value of acquisition contingencies
Change in deferred tax assets and liabilities
Excess tax benefit from share-based compensation
Changes in assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other current and non-curssets
Restricted cash
Accounts payable
Accrued payroll and related expenses
Income taxes payable
Deferred grant revenue
Other current and non-current liabilities
Net cash provided by operating activities
INVESTING ACTIVITIES
Acquisitions of property and equipment
Acquisition of BioHelix, net of cash acquired
Acquisition of AnDiaTec
Acquisition of intangibles
Purchase of business
Proceeds from sale of fixed assets
Net cash used for investing activities
FINANCING ACTIVITIES
Proceeds from issuance of convertible senior notes
Proceeds from issuance of common stock, net ofet@tions
Payments of debt issuance costs
Excess tax benefit from share-based compensation
Payments on lease obligation
Repurchases of common stock
Payments on line of credit
Payment of note payable to state agency
Payments on acquisition contingencies
Other
Net cash provided by (used for) financing actigtie
Effect of exchange rate changes on cash
Net increase (decrease) in cash and cash equisalent
Cash and cash equivalents, beginning of period
Cash and cash equivalents, at end of period
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Year ended December 31,

2014 2013 2012
$ (7,079 $ 7,39C $ 4,99:
28,36¢ 24,69t 23,26
6,72¢ 8,771 6,59¢
3,55¢ — —
62¢ 337 14€
— 202 101
(910) 80 —
(2,744) (1,925 1,46¢
— (2,346) (1,107)
(4,547 2,911 (17,929
2,86- (11,975 (1,075)
787 (38¢) 13¢
(2,15¢) 1,181 (2,156)
4,38( (651) 1,54¢
1,247 1,05¢ 1,08:
(1,036) (3,529 (119)
4,301 (127) 2,15¢
1,30: @ 522
35,68¢ 25,68: 19,63:
(11,149 (20,827 (12,227
_ (9,189 —
— (2,250) —
(92) (1,680) (15,50:)
— — (1,000
— — 127
(11,247 (33,93%) (28,600
172,501 — —
4,781 7,92¢ 4,66¢
(4,712 — —
— 2,34¢ 1,10:
(447 (380) (329
(1,956) (2,157) (3,407)
— (5,000) (37,000
— — (1,49
(2,112 (947) —
— — (1,04)
168,06( 1,79C (37,509
2 (5) —
192,50° (6,46¢) (46,476
8,38¢ 14,85¢ 61,33:
$ 200,89! $ 8,38t $ 14,85¢




SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the period for interest $ 981 1,807 2,08¢
Cash paid during the period for income taxes $ 327 2,211 _
NON-CASH INVESTING ACTIVITIES

Purchase of capital equipment by incurring curtiadilities $ 90C 172 1,08¢
Purchase of licensed technology by incurring curiiabilities $ — — 10¢
Lease incentive for tenant improvements $ — 1,65¢ —
NON-CASH FINANCING ACTIVITIES

Decrease of accrued payroll and related expensasigpuance of common

stock 66° 45€ 917
Debt issuance costs by incurring current liab#itie $ 36& — —

See accompanying notes.

52




QUIDEL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1. Company Operations and Summary of Signifiaat Accounting Policies

Quidel Corporation (the “Company”) commenced operstin 1979. The Company operates in one busgegsient, which develops,
manufactures and markets rapid diagnostic testihgisns. These diagnostic testing solutions prilmamclude applications in infectious
diseases, women’s health and gastrointestinal sksed@he Company sells its products directly toweseds and distributors, in each case, for
professional use in physician offices, hospitdigjaal laboratories, reference laboratories, lagdiniversities, retail clinics and wellness
screening centers. The Company markets its prodlutie U.S. through a network of national and oegi distributors, and a direct sales
force. Internationally, the Company sells and mtsrkierough distributor arrangements.

The accompanying consolidated financial statemefntise Company and its subsidiaries have been prdpa accordance with
generally accepted accounting principles in the U.S

Consolidation—The consolidated financial statements include to®ants of the Company and its wholly owned subsies. All
significant intercompany accounts and transactiawe been eliminated.

Cash and Cash EquivalentsFhe Company considers cash equivalents to be highlid investments with a maturity at the date of
purchase of three months or less.

Accounts ReceivableFFhe Company sells its products directly to hospitaid reference laboratories in the U.S. as wetb as
distributors in the U.S. and internationally. Then@pany periodically assesses the financial streofjthese customers and establishes
reserves for anticipated losses when necessarghwiigtorically have not been material. The Compmrgserves primarily consist of
amounts related to cash discounts and contractegbBhe balance of accounts receivable is nets#rves of $8.2 million and $5.8 million at
December 31, 2014 and 2013, respectively.

Concentration of Credit Risk-Rinancial instruments that potentially subject@mmpany to significant concentrations of credik ris
consist principally of cash and cash equivalentsaatounts receivable.

The Company invests its cash equivalents primanrilyertificates of deposit and money market furi@ssh equivalents are maintained
with high quality institutions.

The Company'’s trade accounts receivable are priynderived from sales to medical distributors, hHtap and reference laboratories in
the U.S. (see Note 7). The Company performs ceadiluations of its customers’ financial conditiorddimits the amount of credit extended
when deemed necessary, but generally requiresliatezal. Credit quality is monitored by evaluatiohcollection history. The Company
believes that the concentration of credit riskiéntiade accounts receivables is moderated bydtitevaluation process, relatively short
collection terms, the high level of credit worthéseof its customers, and letters of credit issuethe Company’s behalf. Potential credit
losses are limited to the gross value of accowusivable.

Inventories—inventories are stated at the lower of cost (finsfirst-out method) or market. The Company rexdghe components of
its inventory on a quarterly basis for excess, tdiecand impaired inventory and makes approprisgoditions as obsolete stock is identifi
Inventories consisted of the following, net of m&s of $2.2 million and $0.6 million at Decembér 2014 and 2013 , respectively (in
thousands):

December 31,

2014 2013
Raw materials $ 10,47: $ 11,93¢
Work-in-process (materials, labor and overhead) 6,83¢ 9,831
Finished goods (materials, labor and overhead) 7,457 5,87(
Total inventories $ 24,76 $ 27,63¢

Property, Plant and EquipmentRroperty, plant and equipment is recorded at au$td@preciated over the estimated useful liveb®f t
assets ( three to 15 years) using the straightdiethod. Amortization of leasehold improvements is
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computed on the straight-line method over the snatthe lease term or the estimated useful lofdhe assets. The total expense for
depreciation of fixed assets and amortization afédold improvements was $10.3 million , $7.9 omlland $7.3 million for the years ended
December 31, 2014 , 2013 and 2012 , respectivelyntdnance and minor repairs are charged to opaga#is incurred.

Property, plant and equipment consisted of the¥adhg (in thousands):

December 31,

2014 2013
Equipment, furniture and fixtures $ 64,23: $ 69,10:
Building and improvements 32,074 25,96¢
Leased instruments 12,39¢ 7,22:
Land 1,08( 1,08(
Total property, plant and equipment, gross 109,78 103,37(
Less: accumulated depreciation and amortization (60,55¢) (55,319
Total property, plant and equipment, net $ 49,22¢ $ 48,05’

Goodwill and Intangible Assetstrtangible assets are recorded at cost and ameiize straight-line basis over their estimatedulse
lives, except for software development costs addfinite-lived intangibles such as goodwill andpimcess research and development.
Software development costs associated with softteabe sold, leased or otherwise marketed are egeas incurred until technological
feasibility has been established. After technolalgieasibility is established, software developnmeosts are capitalized. The capitalized cc
amortized on a straight-line basis over the esgaharoduct life or on the ratio of current reventeesotal projected product revenues,
whichever is greater. Amortization expense relébeithe capitalized software costs was $0.6 milli#0.3 million and $0.4 million for the
years endeDecember 31, 2014 , 2013 and 2012, respectivelgd®idl and intangible assets consisted of the feltg (dollar amounts in
thousands):

December 31, 2014 December 31, 2013
Weighted-
average

useful life Gross Accumulated Gross Accumulated
Description (years) assets amortization Net assets amortization Net
Goodwill Indefinite$ 84,197 $ (3449 % 80,74¢ $ 84,21 $ (3,449 ¢ 80,76
Purchased technology 8.4 51,87( (28,57() 23,30( 51,87( (22,287 29,58:
Customer relationships 7.5 7,21 (3,97¢) 3,23¢ 7,25( (2,959 4,29¢
In-process research and development Indefinite 69C — 69C 2,26( — 2,26(
License agreements 5.9 34,32« (30,050 4,27¢ 34,33( (21,379 12,95¢
Patent and trademark costs 12.3 10,53( (1,725 8,80¢ 10,53( (861) 9,66¢
Software development costs 5 2,84¢ (1,269 1,58¢ 4,191 (699 3,49¢
Total goodwill and intangible assets $ 19167 % (69,030 % 12263( $ 19464. $ (51619 % 143,02!

The Company acquired distribution rights for $0.8iam in conjunction with the March 2013 Agreememith Life Technologies
Corporation (see “Collaborative Arrangement” in 8ld). The distribution rights will be amortized astraight-line basis over the contractual
term of six years.

Amortization expense was $17.4 million , $16.6 imilland $15.4 million for the years ended Decen®igr2014 , 2013 and 2012,
respectively. Included in amortization expense2@t4 , 2013 and 2012 is $8.0 million of amortizatfor licensed technology recorded in
cost of sales. This amount is related to the p@welnd a license pursuant to the Alere Amendment as
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discussed in Note 6. The remaining amortizatioreaesp associated with this intangible asset is éggd¢o be $0.7 million in the first quarter
of 2015.

The expected future annual amortization expengleeso€ompany’s intangible assets is as followshausands):

For the years ending December 31, Amortization expense

2015 $ 10,04
2016 9,21(
2017 8,91:
2018 3,34:
2019 2,08t
Thereafter 7,60¢
Total $ 41,20(

The Company recorded a $1.6 million impairment ledated to a discontinued research and developnaned Project Stella during
the third quarter of 2014. See further discussioNate 10. The Company completed its annual evialuébr impairment of goodwill and in-
process research and development as of Decemb2034 ,and determined that no impairment of goodaviti no additional impairments of
indefinite lived intangible assets existed.

Impairment of Long-Lived AssetsFhe Company reviews longred assets for impairment whenever events or gesin circumstanc
indicate that the total book value of an asset maybe recoverable. An impairment loss is recoghimben estimated undiscounted future
cash flows expected to result from the use of #seand the eventual disposition are less thaaitging amount. An impairment loss is
equal to the excess of the book value of an assetits determined fair value. For the year endeddbnber 31, 2014, the Company recorded
a $1.5 million impairment loss on software develepincosts related to Project Stella. See furthregudision in Note 10. The Company
recorded no impairment losses for the years endmeiber 31, 2013 and 2012.

Other current liabilities—Other current liabilities consisted of the followifin thousands):

December 31,

2014 2013
Customer incentives $ 423: % 3,06¢
Accrued research and development costs 99C 24C
Other 2,82( 2,30¢
Total other current liabilities $ 8,04: % 5,611

Convertible Debt—The Company accounts for convertible debt instrusmtrat may be settled in cash upon conversiotuiieg
combination settlement of cash equal to the “ppatportion” and delivery of the “share amount’eixcess of the conversion value over the
principal portion in shares of common stock andé&sh) by separating the liability and equity congus of the instruments in a manner that
reflects our nonconvertible debt borrowing ratee Tompany determines the carrying amount of th@lia component by measuring the f
value of similar debt instruments that do not hidneeconversion feature. If no similar debt instramexists, the Company estimates fair value
by using assumptions that market participants wasklin pricing a debt instrument, including maikégrest rates, credit standing, yield
curves and volatilities.
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Determining the fair value of the debt componenquiees the use of accounting estimates and assomspfThese estimates and assumptions
are judgmental in nature and could have a sigmifizapact on the determination of the debt compgreemd the associated non-cash interest
expense. See Note 2 for additional discussionefdbnvertible Senior Notes issued in December 2014.

Revenue RecognitionFhe Company records revenues primarily from prodatts. These revenues are recorded net of redrades
other discounts which are estimated at the timsate, and are largely driven by various customegiqam offerings, including special pricing
agreements, promotions and other volume-basedtimesnRevenue from product sales are recorded ppsesage of title and risk of loss to
the customer. Change in title to the product ardggition of revenue occurs upon delivery to thetemer when sales terms are free on b
(“FOB”) destination and at the time of shipment whkbe sales terms are FOB shipping point and tisere right of return.

A portion of product sales include revenues fogdistic kits, which are utilized on leased instratgystems under the Company’s
“reagent rental” program. The reagent rental pnogpaovides customers the right to use the instrusnainno separate cost to the customer in
consideration for a multi-year agreement to puretfamual minimum amounts of consumables (“reagemt&iiagnostic kits”). When an
instrument is placed with a customer under a relagenal agreement, the Company retains title ¢oettpuipment and it remains capitalized on
the Company’s Consolidated Balance Sheet as pyoped equipment. The instrument is depreciated sinagght-line basis over the shorter
of the lease term or the life of the instrumentpi2eiation expense is recorded in cost of saldaded in the Consolidated Statements of
Operations. The reagent rental agreements represeninit of accounting as the instrument and amales (reagents) are interdependent in
producing a diagnostic result and neither hasradsédone value with respect to these agreementsedmue is recognized at the time of
instrument placement. All revenue is recognizedmihe title and risk of loss for the diagnosticskitave passed to the customer.

Royalty income from the grant of license rightsésognized during the period in which the reversuearned and the amount is
determinable from the licensee. The Company alsussdéacome from the licensing of technology.

The Company earns income from grants for researdicammercialization activities. On November 6, 20the Company was awarc
a milestone-based grant totaling up to $8.3 milfirmm the Bill and Melinda Gates Foundation to depemanufacture and validate a
guantitative, low-cost, nucleic acid assay for HlMig treatment monitoring on the integrated Savanba platform for use in limited
resource settings. Upon execution of the granteageat, the Company received $2.6 million to funblssiguent research and development
activities and received milestone payments toteiad million in 2013. On September 10, 2014, tenPany entered into an amended grant
agreement with the Bill and Melinda Gates Foundetay additional funding of up to $ 12.6 million axder to accelerate the development of
the Savanna MDx platform in the developing worlgdd execution of the amended grant agreement, dingp@ny received $10.6 million in
cash and expects to receive the remaining milegtagments of up to $2.4 million in 2015 and $2.8iom in 2016. Under the original and
amended grant agreements, the Company recognizesrgrenue on the lesser of the amount recogizedproportional performance basis
or the amount of cash payments that are non-rehlede of the end of each reporting period. Foytrees ended December 31, 2014 , 2013
and 2012 , we recognized $6.3 million , $2.6 millend $0.5 million as grant revenue, respectivethe Company classified $3.1 million and
$1.0 million of funds received from the Bill and Mela Gates Foundation as restricted cash as ofiker 31, 2014 and 2013 , respectively.
In addition, the Company classified $6.3 milliordeB2.0 million as deferred grant revenue as of Dexr 31, 2014 and 2013 , respectively.

Research and Development CostResearch and development costs are charged taiopsras incurred. In conjunction with certain
third party service agreements, the Company isireditio make periodic payments based on achieveafamrtain milestones. The costs
related to these research and development seieealso charged to operations as incurred.

Collaborative Arrangement-a July 2012, the Company entered into a collaldagarrangement with Life Technologies Corporation
for the development of molecular assays. ASC T8pR;, Collaborative Arrangemen{SASC Topic 808"), defines a collaborative
arrangement as an arrangement where the partiestare participants and have exposure to sigmificaks. The Company is accounting for
the joint development and commercialization adgegitwith the third-party as a joint risk sharindl@ooration in accordance with ASC Topic
808. Payments from Life Technologies Corporatidaleml $0.4 million in 2014 , $1.4 million in 2018c$3.0 million in 2012. The Company
does not expect additional payments in 2015, addkielopment efforts are complete. The reimbursémgmesents 50% of project
development costs based upon mutually agreed umgecp plans for each molecular assay. In connedtiith the collaboration agreement,
the Company also entered into a manufacturing apglg agreement with the same third party. As pathat agreement, and upon
commercialization, the Company will manufacture agll assays to the third party at cost plus 2@¥ditionally, the Company will receive
40% of the gross margin for sales from the thirdypto the end customer. In March 2013, the Compantgred into a six year instrument
supply agreement (the “March 2013 Agreement”) Wifie Technologies Corporation. Pursuant to the Ma&613 Agreement, the Company
paid $0.8 million for distribution rights to selife Technologies Corpor

56




ation’s QuantStudio™ DX diagnostic laboratory instient for use in the infectious disease field, glaith the assays developed under the
collaborative agreement. The distribution rights iacluded in intangible assets on the ConsolidBt#dnce Sheets and are being amortized
on a straight-line basis over the contractual tefisix years.

Product Shipment CostsProduct shipment costs are included in sales amBatiag expense in the accompanying Consolidated
Statements of Operations. Shipping and handlingsamsre $2.3 million , $2.2 million and $1.6 mitidor the years ended December 31,
2014 , 2013 and 2012 , respectively.

Advertising Costs-Advertising costs are expensed as incurred. Adsiegicosts were $0.4 million , $0.7 million and Zillion for
the years ended December 31, 2014 , 2013 and 2@%pectively.

Deferred Rent—Rent expense is recorded on a straight-line basistbe term of the lease. The difference betweahexpense and
amounts paid under the lease agreement are recasddeferred rent.

Income Taxes—Beferred income taxes reflect the net tax effettemporary differences between the carrying anmohassets and
liabilities for financial reporting purposes ane thmounts used for income tax purposes, using&mhéax rates in effect for the year in which
the differences are expected to reverse. Valuaiiomwances are established, when necessary, taeathferred tax assets to the amount
expected to be realized. The Company’s policy ietmgnize the interest expense and penaltieedalatincome tax matters as a component
of income tax expense.

Fair Value of Financial Instruments- The Company uses the fair value hierarchy estiaddi in ASC Topic 820Fair Value
Measurements and Disclosurthat requires the valuation of assets and liabdigubject to fair value measurements using a theesal
approach and fair value measurement be classifiddlsclosed by the Company in one of the followtimgge 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 stabgially 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).

The carrying amounts of the Company’s financiatrimeents, including cash, receivables, accountalplay and accrued liabilities
approximate their fair values due to their shortrt@ature. Financial instruments that potentialligject the Company to concentrations of
credit risk consist primarily of trade accountseaigable. The Company establishes reserves for agaruncollectible accounts and believes
its reserves are adequate.

Product Warranty—The Company generally sells products with a lichipeoduct warranty and certain limited indemnifioas. Due to
product testing, the short time between produgirabnt and the detection and correction of prodaittires and a low historical rate of
payments on indemnification claims, the historetivity and the related expense were not signitiar the fiscal years presented.

Stock-Based CompensatieRCompensation expense related to stock optiondeptds recognized ratably over the service vesting
period for the entire option award. The total numifestock options expected to vest is adjusteddiimated forfeiture rates. The Company
determined the estimated fair value of each stg@tion on the date of grant using the Black-Scholgtson valuation model. Compensation
expense for restricted stock (“stock awards”) imsuged at the grant date and recognized ratablytbgevesting period. The fair value of
stock awards is determined based on the closingehprice of the Company’s common stock on the fgdate.

Computation of (Loss) Earnings Per Sharéor the twelve months ended December 31, 2014i¢ lflwss) earnings per share were
computed by dividing net (loss) earnings by theglvedd-average number of common shares outstariditigding vested restricted stock
awards, during the period. Diluted earnings peresheflects the potential dilution that could ocuithe earnings were divided by the
weighted-average number of common shares and mitgnitilutive common shares from outstanding stopkions as well as unvested
restricted stock awards. Potential dilutive comrabares were calculated using the treasury stockadetnd represent incremental shares
issuable upon exercise of the Company’s outstanstimgk options and unvested restricted stock aw&atsperiods in which the Company
incurs losses, potentially dilutive shares areauwisidered in the calculation of net loss per shartheir effect would be anti-dilutive. For
periods in which the Company has
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earnings, stock options are excluded from the tatficun of diluted net income per share when the lmioed exercise price, unrecognized
stock-based compensation and expected tax benpfits exercise are greater than the average maiketfpr the Company’s common stock
because their effect is anti-dilutive. For the weeinonths ended December 31, 2014 , there weréfeoetices between the number of
common shares used for the basic and diluted eggpier share (“EPS”) computation as the Comparnyriad a net loss. For the twelve
months ended December 31, 2014 , 1.1 million stgtlons and shares of restricted stock were exdlfiden diluted loss per share that
would have been included if the Company had beenriat income position. Additionally, stock optidngaling 1.0 million for the twelve
months ended December 31, 2014 were not includdtkicomputation of diluted earnings per sharéeis effect was anti-dilutive. As
discussed in Note 2, the Company issued Conveiibigor Notes ("Convertible Senior Notes") in Debem2014. It is the Company’s intent
and policy to settle conversions through combimasiettlement, which essentially involves repaynuérsin amount of cash equal to the
“principal portion” and delivery of the “share ammtiin excess of the conversion value over thegipal portion in shares of common stock
("conversion premium™). No conversion premium extisas of December 31, 2014 , therefore, there wallutive impact from the
Convertible Senior Notes to EPS. In addition, far twelve months ended December 31, 20thére were no participating securities. As s
the treasury stock method was applied in calceERS rather than the more dilutive of the treastwgk or the two-class method, as
performed in previous periods.

For the twelve months ended December 31, 2013 @hd, 2liluted net income per share was reporteddas¢he more dilutive of the
treasury stock or the two-class method. Undertltedlass method, net income is allocated to comstock and participating securities. For
the twelve months ended December 31, 2013 and 20&8Zompany’s unvested restricted stock awardsartdin unvested restricted stock
units met the definition of participating secumsti®asic net income per share under the two-clatkod was computed by dividing net
income adjusted for earnings allocated to unvesteckholders for the period by the weighted averagaber of common shares outstanding
during the period. Diluted net income per shareeutide two-class method was computed by dividintgmmme adjusted for earnings
allocated to unvested stockholders for the periothb weighted average number of common and coneqgaivalent shares outstanding
during the period. The Company excludes stock aptfoom the calculation of diluted net income peaire when the combined exercise pt
unrecognized stock-based compensation and exptotdénefits upon exercise are greater than theageenarket price for the Company’s
common stock because their effect is anti-dilutsack options totaling 0.5 million and 1.1 milliéor the twelve months ended
December 31, 2013 and 201&espectively, were not included in the computatibdiluted EPS because the exercise of such mptimuld b
anti-dilutive.

The following table sets forth the computation abiz and diluted earnings per share for the yaatedeDecember 31, 2013 and 2012
(in thousands, except per share amounts):

2013 2012
Basic net income per share:
Net income $ 7,390 $ 4,99:
Less: income allocated to participating securities () (28)
Net income allocated to common stockholders $ 7,377 $ 4,96t
Weighted average common shares outstanding — basic 33,83¢ 33,06¢
Net income per share — basic $ 02: % 0.1
Diluted net income per share:
Net income $ 7,39C $ 4,99:
Less: income allocated to participating securities (16) (27)
Net income allocated to common stockholders $ 7,37 $ 4,96¢
Weighted average common shares outstanding — basic 33,83¢ 33,06¢
Dilutive securities 1,111 634
Weighted average common shares outstanding — dilute 34,94% 33,70:
Net income per share — diluted $ 021 $ 0.1f

Comprehensive (Loss) IncomeComprehensive (loss) income includes unrealizéalsgand losses excluded from the Company’s
Consolidated Statements of Operations.

Facility Restructuring— In 2013, the Company announced a plan to movaatsufacturing operations in Santa Clara, Califotoi
Athens, Ohio. Termination benefits for those empks/who choose not to relocate are accounted for in
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accordance with ASC Topic 71Zompensation — Nonretirement Postemployment Benefiid are recorded when it is probable that
employees will be entitled to benefits and the ami®gan be reasonably estimated. Estimates oftation benefits are based on the
frequency of past termination benefits and thelaiity of benefits under the current plan and pptams. Facility related costs are accounted
for in accordance with ASC Topic 42&xit or Disposal Cost Obligationsand are recorded when the liability is incurf&de Company
recorded a charge of $1.8 million during the yeatesl December 31, 2013 , which included employesitation benefits and impairment
charges related to the facility lease. The Compangrded no restructuring charges during the yede@ December 31, 2014 .

Use of Estimates-The preparation of financial statements in confgrwith accounting principles generally acceptedtie U.S.
requires management to make estimates and assasfiat affect the reported amounts of assetsiabitities and disclosures of contingent
assets and liabilities at the date of the finamstialements and the reported amounts of revenuesxpenses during the reporting period.
Actual results could differ from those estimates.

Accounting Periods—Each of the Company’s fiscal quarters end on thad8y closest to the end of the calendar quartes. T
Company'’s fiscal year ends are December 28, 20&deidber 29, 2013 and December 30, 2012. For easéoénce, the calendar quarter
end dates are used herein.

Reclassifications Fhe Company recorded immaterial reclassificatidr®0o7 million and $0.8 million for the years ended
December 31, 2013 and December 31, 2012 , respBctivom general and administrative expense agiqgusly reported in the Consolidated
Statements of Operations to conform to current jrearest expense presentation. The amortizatiatebf issuance costs and loan
commitment fees had previously been recorded iemgdand administrative expense in the ConsolidStatements of Operations and the
Company reclassified the amounts to more appralyigdentify them as interest expense. The rediaation did not impact net income as
previously reported or any prior amounts reportedh® Consolidated Balance Sheets, Statementssbf Elaws, Statements of
Comprehensive (Loss) Income or Statements of Stuldkhs' Equity. Management evaluated the mateyiafithese prior year
reclassifications both qualitatively and quantitaly and determined that these errors were notnmhte the previously reported financial
statements.

Recent Accounting Pronouncementin May 2014, the FASB issued guidance codified8C Topic 606 Revenue Recognitieh
Revenue from Contracts with Custom, which amends the guidance in former ASC Topic, 88#venue RecognitioriThis guidance is
intended to improve and converge with internatitahdards the financial reporting requirementsdégenue from contracts with customers.
The standard’s core principle is that a companynedognize revenue when it transfers promised gaodervices to customers in an amount
that reflects the consideration to which the comypapects to be entitled in exchange for those gaodervices. In doing so, companies will
need to use more judgment and make more estintetesihder current authoritative guidance. Thesein@yde identifying performance
obligations in the contract, estimating the amaifntariable consideration to include in the tratigacprice and allocating the transaction
price to each separate performance obligation.gtidance is effective for annual reporting peribdginning after December 15, 2016, with
early adoption prohibited. The Company is currenrthgluating the impact of this guidance and exptctslopt the standard in the first que
of 2017.

In August 2014, the FASB issued guidance codifieA$U 2014-15 (Subtopic 205-4Mresentation of Financial Statements -
Disclosure of Uncertainties about an En's Ability to Continue as a Going Concerithe guidance requires management to evaluatehet
there are conditions and events that raise sultdoubt about the entity’s ability to continueaagoing concern within one year after the
financial statements are issued (or available tizsfieed when applicable). Management will be regliio make this evaluation for both
annual and interim reporting periods and will hawenake certain disclosures if it concludes thassantial doubt exists or when its plans
alleviate substantial doubt about the entity’sigbtb continue as a going concern. Substantiabtlexists when relevant conditions and
events, considered in the aggregate, indicatattisaprobable that the entity will be unable toehis obligations as they become due within
one year after the date that the financial statésrane issued (or available to be issued). The probable is used consistently with its use in
ASC Topic 450Contingencies The guidance is effective for annual periods egdifter December 15, 2016 and for interim repgrperiods
starting in the first quarter 2017, with early atiop permitted. The Company is currently evaluatimg impact of this guidance and expec!
adopt the standard for the annual reporting pegitaed December 31, 2016.

Note 2. Debt
3.25% Convertible Senior Notes due 2020

In December 2014, the Company issued $172.5 midlggregate principal amount of 3.25% Convertiblei@eNotes due 2020. Debt
issuance costs of approximately $5.1 million weiearily comprised of underwriters fees, legal,@aoating, and other professional fees of
which $4.2 million were capitalized and are beingpatized using the effective interest method teriest expense over the six -year term of
the Senior Notes. The remaining $0.9 million oftdsbuance costs were allocated as a componenqudfen additional paidn capital. As o
December 31, 2014 , the Company had deferred issuaosts related to the Convertible Senior Notekd million included as a portion of
prepaid expenses and other current assets ananfiBdh included as a portion of other non-currassets.

The Convertible Senior Notes will be convertiblioash, shares of common stock, or a combinafieash and shares of common



stock based on an initial conversion rate, sulipaetljustment, of 31.1891 shares per $1,000 pahemount of the Convertible Senior
Notes (which represents an initial conversion patapproximatel\$32.06 per share) on the business day immediatebeding September
15, 2020, only in the following circumstances andhe following extent: (1) during any calendar geecommencing after the calendar
quarter ending on March 31, 2015, if the last reggbsales price of the Company's common stoclagtfteast 20 trading days (whether or not
consecutive) in the period of 30 consecutive trgdiays ending on the last trading day of the calegdarter immediately preceding the
calendar quarter in which the conversion occursiase than 130% of the conversion price of the sioteeffect on each applicable trading
day; (2) during the five consecutive business dajog following any fiveconsecutive trading day period in which the tradinige per Senic
Note for each such trading day was less ‘98% of the product of the last reported sale pofcne Company's common stock and the
conversion rate on each such day; or (3) upon thareence of specified events described in theninde for the Convertible Senior Notes.
On or after September 15, 2020 until the closeusiriess on the second scheduled trading day
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immediately preceding the stated maturity datedidas may surrender their notes for conversion watiare, regardless of the foregoing
circumstances.

It is the Company’s intent and policy to settle wersions through combination settlement, which mt$sédy involves repayment of an
amount of cash equal to the “principal portion” aladivery of the “share amount” in excess of thevaysion value over the principal portion
in shares of common stock or cash. In generakdoh $1,000 in principal, the “principal portiorf’aash upon settlement is defined as the
lesser of $1,000, and the conversion value duhie@6 day observation period as described in the inderfarrthe Convertible Senior Note
The conversion value is the sum of the daily cosiearvalue which is the product of the effectiveneersion rate divided by 25 days and the
daily volume weighted average price (“VWAP”) of tBempany’s common stock. The “share amount” isctivaulative “daily share amount”
during the observation period, which is calculdigdlividing the daily VWAP into the difference beten the daily conversion value (i.e.,
conversion rate x daily VWAP) and $1,000.

The Company pays 3.25% interest per annum on theipal amount of the Convertible Senior Notes sanmually in arrears in cash
June 15 and December 15 of each year. The ConleeB@nior Notes mature on December 15, 2020. Duhiegyear ended December 31,
2014, the Company recorded interest expense ofrfillidn related to the amortization of the detdatiunt and interest expense of $0.3
million related to the coupon due semi-annuallyttee Convertible Senior Notes.

If a fundamental change, as defined in the indenfior the Convertible Senior Notes, such as aniaitigum, merger, or liquidation of tf
Company, occurs prior to the maturity date, subliecertain limitations, holders of the ConvertiBlenior Notes may require the Company to
repurchase all or a portion of their Convertibl@ieNotes for cash at a repurchase price equbd®36 of the principal amount of the
Convertible Senior Notes to be repurchased, plysaaorued and unpaid interest to, but excluding répurchase date.

The Company accounts separately for the liability aquity components of the Convertible Senior Blateaccordance with
authoritative guidance for convertible debt insteunts that may be settled in cash upon conversioa.glidance requires the carrying amc
of the liability component to be estimated by meemguthe fair value of a similar liability that de@ot have an associated conversion feature.
Because the Company has no outstanding non-coblegptiiblic debt, the Company determined that senimsecured corporate bonds traded
on the market represent a similar liability to @envertible Senior Notes without the conversiori@ptBased on market data available for
publicly traded, senior, unsecured corporate bisgiged by companies in the same industry and withes maturity, the Company estimat
the implied interest rate of its Convertible Serifmtes to be 6.9%, assuming no conversion opti@sufptions used in the estimate repre
what market participants would use in pricing tladility component, which were defined as Levelidervable inputs. The estimated implied
interest rate was applied to the Convertible SeNmtes, which resulted in a fair value of the lipicomponent of $141.9 million upon
issuance, calculated as the present value of ichfiliere payments based on the $172.5 million agggeeprincipal amount. TH&80.7 million
difference between the cash proceeds of $172.foméind the estimated fair value of the liabilipngponent was recorded in additional paid-
in capital as the Convertible Senior Notes werecootsidered redeemable.

As a policy election under applicable guidancetegldo the calculation of diluted net earnings gfare, the Company elected the
combination settlement method as its stated settiepolicy and applied the treasury stock methatiéncalculation of dilutive impact of the
Convertible Senior Notes. The Convertible Seniotedavere not convertible as of December 31, 20flthe Convertible Senior Notes were
converted as of December 31, 2014 , the if-condarédue would not exceed the principal amount.

The following table summarizes information about &guity and liability components of the ConveriBlenior Notes (dollars in
thousands). The fair values of the respective nmi¢standing were measured based on quoted maiges p

December 31, 2014

Principal amount of convertible notes outstanding $ 172,501
Unamortized discount of liability component (30,409

Net carrying amount of liability component 142,09°
Less: current portion —

Long-term debt $ 142,09
Carrying value of equity component, net of issuatmsts $ 29,75¢
Fair value of outstanding convertible senior notes 142,09°
Remaining amortization period of discount on tlability component 6 year

60




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 Augud€d, 2017 . As part of this amendment, the Compaaoyrred an additional $1.0 million in
deferred financing costs related to the Senior i€fatility. The Company had previously recordeéed®d financing costs of $0.6 million
related to its prior credit facility. Deferred fimging costs are amortized on a straight-line basgs the term of the Senior Credit Facility. As
of December 31, 2014 the Company had deferreddingrcosts related to the Senior Credit Facilityp0f5 million included as a portion of
other non-current assets and $0.3 million incluaed portion of prepaid expenses and other cuassats. As of December 31, 2013, $1.2
million of deferred financing costs were includedaaportion of other non-current assets. The Sétriedit Facility bears interest at either the
London Interbank Offered Rate (“LIBOR”) or the baage, plus, in each case, an applicable margia.bBse rate is equal to the highest of
(i) the lender’s prime rate, (ii) the federal funrdse plus one-half of one percent and (iii) LIBQRs one percent . The applicable margin is
generally determined in accordance with a perfomagnicing grid based on the Company’s leverage eatd ranges from 1.25% to 2.50%
for LIBOR rate loans and from 0.25% to 1.50% fosdaate loans. The agreement governing the SenélitC-acility is subject to certain
customary limitations, including among others: timtion on liens; limitation on mergers, consolidag and dispositions of assets; limitation
on debt; limitation on dividends, stock redemptians the redemption and/or prepayment of other; diefitation on investments (including
loans and advances) and acquisitions; and limitagiotransactions with affiliates. On December14 the Company amended the Senior
Credit Facility to allow the conversion of, paymeiiprinciple or premiums on, and payment of ins¢@ permitted convertible indebtedn
Additional terms were set forth to encompass thev@dible Senior Note offering discussed above. Thepany is also subject to financial
covenants which include a funded debt to adjus®d BA ratio (as defined in the Senior Credit Fagiliwith adjusted EBITDA generally
calculated as earnings before, among other adjmssmiaterest, taxes, depreciation, amortizatiowl, stock-based compensation) not to
exceed 3 :1 as of the end of each fiscal quaneraa interest coverage ratio of not less thangs:af the end of each fiscal quarter. The
Senior Credit Facility is secured by substantiallypresent and future domestic assets and prepestithe Company and is senior to the
Convertible Senior Notes.

As of December 31, 2014 , the Company had no bangswoutstanding and had $95.7 million availabledarow under the Senior
Credit Facility. The Company’s ability to borrowdsr the Senior Credit Facility fluctuates from titogime due to, among other factors, the
Company’s borrowings under the facility and itsdad debt to adjusted EBITDA ratio. As of December2)13 , the Company had no
borrowings outstanding under the Senior CreditlifpacAs of December 31, 2014 and 2013, the Comypaas in compliance with all
financial covenants.

Note 3. Income Taxes

Significant components of the (benefit) provision income taxes are as follows (in thousands):

December 31,

2014 2013 2012

Current:

Federal $ 61 $ (565 $ 1,87(

State (1,299 81C 377

Foreign 69 18 —

Total current provision (1,169 263 2,243
Deferred:

Federal (5,267 (2,589 811

State 2,48¢ (1,635 (440)

Foreign 34 — —

Total deferred (benefit) provision (2,745 (4,219 371
(Benefit) provision for income taxes $ (3,909 $ (3,956 $ 2,61¢
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The Company'’s (loss) income before (benefit) priovisor income taxes was subject to taxes in thieviong jurisdictions for the
following periods (in thousands):

December 31,

2014 2013 2012
United States $ (11,329 $ 3,36¢ % 7,611
Foreign 34t 70 —
$ (10,989 $ 3,43. % 7,611

Significant components of the Company’s deferredassets as of December 31, 2014 and 2013 are dtwlowv (in thousands).

December 31,

2014 2013
Deferred tax assets:
Net operating loss carryforwards $ 2,23¢ % 1,48¢
Intangible assets 3,36¢ 2,93¢
Sale-leaseback, net 1,42¢ 1,60z
Allowance for returns and discounts 4,57¢ 3,15¢
Stock compensation 8,25¢ 8,192
Tax credit carryforwards 2,06( 1,351
Other, net 4,47: 4,764
Total deferred tax assets 26,381 23,48¢
Valuation allowance for deferred tax assets (2,33)) —
Total deferred tax assets, net of valuation allavean 24,05¢ 23,48¢
Deferred tax liabilities:
Convertible senior notes (11,267 —
Intangible assets (12,939 (16,499
Property, plant and equipment (6,429 (4,949
Total deferred tax liabilities (30,630) (21,447
Net deferred tax assets and liabilities $ (6,579 $ 2,04/

Management assesses the available positive antiveegaidence to estimate if sufficient future thblaincome will be generated to use
the existing deferred tax assets. A significant@ief objective negative evidence evaluated wasthigacumulative beforeax results incurre
over the three-year period ended December 31, 2@td slightly profitable. Such objective evideniceits the ability to consider other
subjective evidence such as the Company's projecfar future profitability. On the basis of thigaduation, as of December 31, 2014 , the
Company recorded a valuation allowance of $2.3ianil] which represents the portion of the defeteedasset that management could no
longer conclude was more likely than not to beizedl The amount of the deferred tax asset coreideralizable, however, could be adjus
in the future based on changes in available eviglesiech as if objective negative evidence in thnfof near break-even results is no longer
present and additional weight may be given to suivje evidence such as the Company's projectiongriitability. During the year ended
December 31, 2014 , the valuation allowance ineédy $2.3 million .

The Company recognizes excess tax benefits assdaiath the exercise of stock options directlytmckholders’ equity only when
realized. Accordingly, deferred tax assets are@aignized for net operating loss (“NOL”") carryfamds resulting from excess tax benefits.
As of December 31, 2014 and 2013, deferred taatas® not include $1.5 million and $1.0 milliorespectively, of these excess tax benefits
from employee stock option exercises that are gpoorent of the Company’s NOL and tax credit carnyfands. Additional paid-in capital
will be increased up to an additional $1.5 millibsuch excess tax benefits are realized.

As of December 31, 2014 , the Company had fede@dl barryforwards of approximately $6.0 million whigvill begin to expire in
2018, unless previously utilized. The Company &lso state NOLs of approximately $16.6 million whieitl begin to expire in 2030. The
Company has federal research credits of $2.3 millbich will begin to expire on December 31, 203®less previously utilized. The
Company
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has federal alternative minimum tax credits of $fiBion which do not expire. The Company also basss state research credits of $7.0
million which do not expire.

Pursuant to Internal Revenue Code (“IRC”) Secti®8 and 383, the Company’s use of its NOL and rekeaedit carryforwards may
be limited as a result of cumulative changes inexship of more than 50% over a three -year period.

The reconciliation of income tax computed at thiefal statutory rate to the (benefit) provisioniftmtome taxes from continuing
operations is as follows (in thousands):

Year ended December 31,

2014 2013 2012

Tax (benefit) expense at statutory tax rate (3,849 1,214 2,66¢
State (benefit) taxes, net of federal tax (benefit) (157 63 23¢
Permanent differences 70 (76) 26
Federal and state research credits—current year (76%) (1,046 (370
Federal research credits - prior year — (527) —
(Release) accrual of uncertain tax positions (22) 36¢ (10€)
Expiration of statutes for uncertain tax positions (959 (3,452 —
Foreign effective tax rate differential (18) (6) —
Impact of change in federal and state tax rateewaluing deferred tax assets 11C (581) 75
Change in valuation allowance 2,331 — —
Acquisition related adjustments (48E) — —
Other (189 86 90

(3,909 (3,956 2,61¢

On January 3, 2013, the American Taxpayer Reli¢foh@012 was signed into law reinstating the fatlezsearch and development
credit for the 2012 and 2013 years. Accordinglg, @ompany recorded the benefit related to the 28deral research and development credit
of approximately $0.5 million in the first quarteir 2013.

The Company considers earnings of its non-U.S.idiaves to be indefinitely reinvested in those i@piens. As of December 31, 2014 ,
the Company has not made a provision for U.S. ditiadial foreign withholding taxes on approximat&y.2 million of the excess of the
amount for financial reporting over the tax bagig;westments in foreign subsidiaries that is imoiéély reinvested. Generally, such amounts
become subject to U.S. taxation upon the remittafcividends and under certain other circumstanités not practicable to estimate the
amount of deferred tax liability related to investms in these foreign subsidiaries.

The Company recognizes liabilities for uncertaipasitions based on a two-step process. Thestiegt is to evaluate the tax position
for recognition by determining if the weight of dahle evidence indicates that it is more likelgithnot that the position will be sustained on
audit, including resolution of related appealsitigdtion processes, if any. The second step measure the tax benefit as the largest amount
that is more than 50% likely of being realized ugettlement. While the Company believes that itdggsropriate support for the positions
taken on its tax returns, the Company regularlgssss the potential outcome of examinations baaéxorities in determining the adequacy
of its provision for income taxes.
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The following table summarizes the activity relatedhe Company’s for unrecognized tax benefitalfousands):

Year ended December 31,

2014 2013 2012
Beginning balance $ 7,768 % 9,051 $ 8,561
(Decreases) increases related to prior year taitiqnos (68) 778 372
Increases related to current year tax positions 642 1,01¢ 36€
Decreases due to settlements (42 — —
Expiration of the statute of limitations for thesassment of taxes (1,237) (3,079) (2549)
Ending balance $ 7,068 3 7,768 3 9,051

As of December 31, 2014 and 2013 , the unrecognaeldenefits of $7.1 million and $7.8 million spectively, of which $5.2 million
and $5.5 million , respectively, would reduce tt@pany’s annual effective tax rate, subject tovtleation allowance. The Company does
not anticipate any significant decreases in it®oognized tax benefits over the next 12 months.dJdmapany's policy is to recognize the
interest expense and penalties related to incormmadters as a component of income tax expenseCohgpany has accrued approximately
$0.2 million of interest and penalties associatéti wncertain tax positions as of December 31, 241id $0.4 million as of December 31,
2013 . Interest expense, net of accrued interegéfsed), in 2014 , 2013 , and 2012 was approxlyn$e.2) million , $(0.3) million , and
$0.2 million , respectively.

The Company is subject to periodic audits by doinestd foreign tax authorities. During 2013, thex@any was notified by the
Internal Revenue Service that the Congressionat Bmmmittee of Taxation had completed its reviea proposed no changes to the
Company’s tax returns filed for the tax periods @rough 2010. As a result, the Company releasedeserves and related interest of
approximately $3.5 million . During 2014, the Compaeleased tax reserves and related interestppbajmately $1.0 million , net of federal
income tax benefits, related to the expirationhef $tatute of limitation on assessment for cegtate matters.

Due to the carryforward of unutilized net operatiogs and credit carryovers, the Company's fedarayears from 2009 and forward
and state tax years 2001 and forward are subjeotamination by tax authorities.

The Company believes that it has appropriate stpothe income tax positions taken on its taxines and that its accruals for tax
liabilities are adequate for all open years basedroassessment of many factors, including pagreqre and interpretations of tax law
applied to the facts of each matter.

Note 4. Stockholders’ Equity

Preferred StockThe Company’s certificate of incorporation, as adezh authorizes the issuance of up to five miljoeferred shares.
The Board of Directors is authorized to fix the rhenof shares of any series of preferred stocktangtermine the designation of such
shares. However, the amended certificate of ingatfmn specifies the initial series and the righftthat series. No shares of preferred stock
were outstanding as of December 31, 2014 or 2013 .

Restricted Stockihe Company grants time-based restricted stockdsaard performance-based and time-based restsiiek units to
certain officers, directors and management. Uhélrestrictions lapse, ownership of the affecteateshof restricted stock awards or units
granted to the Company'’s officers is conditionabmgontinuous employment with the Company. Durlmgriestricted period, only holders of
restricted stock awards have full voting rightshwigéspect to their shares of restricted stock, évengh the restricted stock award remains
subject to transfer restrictions and generallyulgect to forfeiture upon termination of employmenservice. If an officer or director
terminates service before the restrictions lagserestricted stock award is repurchased by thepaagnfrom the individual and any
compensation expense previously recognized woulewersed, thereby reducing the amount of stockdaesmpensation expense during
that period.

For the years ended December 31, 2014 , 2013 ati?tl, 2be Company granted approximately 0.1 milibares of restricted stock
awards and units to officers and management, waittler have a time-based four -year vesting prowisir performance-based vesting
provisions. A portion of the restricted stock gethin 2012 and 2011 was performance-based andhgastis tied to achievement of specific
Company goals in 2014 and 2013, respectively. Egpgses of measuring compensation expense, therdmoibshares ultimately expected to
vest is estimated at each reporting date basedamragement’s expectations regarding the relevafdnpeance criteria. The recognition of
compensation expense associated wi
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th performance-based restricted stock requiresniy in assessing the probability of meeting théopmance goals, as well as defined
criteria for assessing achievement of the perfocearlated goals. The grant date of the performdiased restricted stock takes place when
the grant is authorized and the specific achieveémeals are communicated. The communication datheoperformance goals can impact
valuation and associated expense of the restrattek.

The performance-based restricted stock units gaint&arch 2011 included a three -year vesting blifsed on the achievement of a
performance metric tied to earnings per sharetferyear ended December 31, 2013 . During the fajuénter ended December 31, 2013, the
Compensation Committee of the Board of Directorgmaied the performance metric to include adjustnfentsertain items, some of which
are non-recurring. This resulted in a modificatidrthe original award and the Company recordedtantdil stock-based compensation
expense of $1.9 million for the year ended Decer3tie2013 .

The performance-based restricted stock units gaint&arch 2012 included a three -year vesting blifsed on the achievement of a
performance metric tied to earnings per sharetferyear ended December 31, 2014 . During the fayuénter ended December 31, 2014 , the
Compensation Committee of the Board of Directorgmaied the performance metric to include adjustnfentsertain items, some of which
are non-recurring. This resulted in a modificatidrthe original award and the Company recordedtantdil stock-based compensation
expense of $0.3 million for the year ended Decer3tie2014 .

During the years ended December 31, 2014 , 2012@hd , restricted stock units were granted toagermembers of the Board of
Directors in lieu of cash compensation as a patth®fCompany’s non-employee director’'s deferredmamsation program. The compensation
expense associated with these grants of restittet units was $0.4 million , $0.4 million and $nillion for the years endddecember 31
2014 , 2013 and 2012 , respectively.

Equity Incentive PlanThe Company grants options and other stock basaddawo employees and non-employee directors uteder
Amended and Restated 2010 Equity Incentive Pla:“@B10 Plan”) and previously granted options urtderAmended and Restated 2001
Equity Incentive Plan (the "2001 Plan"). The 200dnRvas terminated at the time of adoption of tBé®Plan, but the terminated Plan
continues to govern outstanding options granterethreer. The Company has stock options and othek stased awards outstanding, which
were issued under each of these equity incentamespio certain employees and directors. Stock gipanted under these plans have terms
ranging up to ten years, have exercise prices ngrfigbm $4.16 to $27.91 per share, and generably eeer four years. As of December 31,
2014 , approximately 2.2 million shares remaineailable for grant under the 2010 Plan. As of Decen#d, 2013 , the Company had $0.5
million receivable for funds related to stock optiexercises and the receivable is included as adtied from additional paidh capital withir
the issuance of common stock under equity compiemsplans presented in the Consolidated Statenuér@88ockholders’ Equity. The
Company had no receivables for funds related tcksbption exercises as of December 31, 2014 .

Employee Deferred Bonus Compensation Progffeon.the year ended December 31, 2014 and 26&8ain employees of the Compi
were eligible to participate in the Company’s defdrbonus compensation program with respect tqagynents received under the
Company'’s cash incentive plan. Participating em@ésycould elect to receive 50% or 100% of the gakle of their cash bonus in the form
of fully vested, restricted stock units plus anitiddal premium as additional restricted stock sinissued under the 2010 Plan. The premium
restricted stock units are subject to a one -yeating requirement from the date of issuance.

The additional premium will be determined basedhenlength of time of the deferral period seledigdhe participating employee as
follows: (i) if one year from the date of grantp@emium of 10% on the amount deferred, (ii) if tyears from the date of grant, a premium of
20% on the amount deferred, or (iii) if four yefram the date of grant, a premium of 30% on the ambdeferred.

Employee Stock Purchase Plaimder the Company’s 1983 Employee Stock Purchase (e “ESPP”), full-time employees are
allowed to purchase common stock through payraludgons (which cannot exceed 10% of the employeefspensation) at the lower of
85% of fair market value at the beginning or engath six -month purchase period. As of Decembgp@14 , 1,078,816 shares had been
sold under the Plan, leaving 171,184 shares avaifabfuture issuance.

Share Repurchase Progra@n April 23, 2013, the Company announced that thar8 of Directors authorized us to repurchase wn
aggregate of $50.0 million in shares of our commstmek under our stock repurchase program. Any shafreommon stock repurchased
under this program will no longer be deemed outitapnupon repurchase and will be returned to tha pbauthorized shares. At
December 31, 2014 , $50.0 million remains availainider this plan. The repurchase program will expim April 22, 201%Inless extended |
the Board of Directors. On December 20, 2013, tom@any repurchased 37,709 shares of common steeklmn the closing price of the
Company’s stock on the date of the transaction
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from a Member of the Board of Directors, in exchafgy payment for the aggregate exercise of 765883k options. The stock option
exercise is included in the issuance of commorkstocler equity compensation plans and the repuecisaacluded in repurchases of
common stock presented in the Consolidated StatsnoéiStockholders’ Equity.

Shares Reserved for Future IssuanteDecember 31, 2014 , approximately 6.2 millioasgs of common stock were reserved under
the Company'’s equity incentive plans and 171,1&feshwere reserved for purchases under the ESPP.

Note 5. Stock-Based Compensation

Compensation expense related to the Company’s-slaesed awards for the years ended December 31,, 20148 and 2012 was $6.7
million , $8.8 million and $6.6 million , respectily, of which $4.3 million , $4.0 million and $3million , respectively, related to stock
options and $2.1 million , $4.0 million and $2.2lmn , respectively, related to restricted stot¥tgck awards”). For the years ended
December 31, 2014 , 2013 and 2012 the Companyded0.3 million , $0.8 million and $0.6 million stock-based compensation expense,
respectively, associated with the deferred bonuspemsation program, described in Note 4. Duringyttees ended December 31, 20201<
and 2012 , $0.3 million , $0.7 million and $0.5 Iiih , respectively, were initially recorded asanponent of accrued payroll and related
expenses.

Total stock-based compensation expense, relatel@bthe Company’s share-based awards, was ceepas follows (in millions):

Year ended December 31,

2014 2013 2012
Cost of sales $ 0.6 $ 0.8 $ 0.€
Research and development 1.1 1.8 1.1
Sales and marketing 1.1 0.S 0.€
General and administrative 3.2 5.2 4.3

$ 6.7 $ 8.8 $ 6.€

Compensation expense capitalized to inventory antbensation expense related to the Company’s ESP@ et material for the
years endeDecember 31, 2014 , 2013 and 2012 .

Stock Options

Compensation expense related to stock optionsepastrecognized ratably over the service vestargpd for the entire option award.
For stock option awards with graded vesting, thenany ensures that the cumulative amount of congtiemsexpense recognized at the end
of any reporting period at least equals the portibtihe stock option award that has vested atdhtg. The total number of stock option
awards expected to vest is adjusted by estimatéeitiore rates. The estimated fair value of eaoklsbption award was determined on the
date of grant using the Black-Scholes option vadmatodel with the following weighted-average asptions for the option grants:

Year ended December 31,

2014 2013 2012
Risk-free interest rate 1.5% 0.8€% 0.8%%
Expected option life (in years) 5.7¢ 5.5 5.52
Volatility rate 42% 44% 46%
Dividend rate —% —% —%

The computation of the expected option life is blase a weighted-average calculation combining tlezage life of options that have
already been exercised and post-vest cancellatithghe estimated life of the remaining vested andxercised options. The expected
volatility is based on the historical volatility tifie Company’s stock. The risk-free interest rateased on the U.S. Treasury yield curve over
the expected term of the option. The Company hesri@id any cash dividends on its common stoc#f,daoes not anticipate paying any ¢
dividends in the foreseeable future. ConsequetittyCompany uses an expected dividend yield of inetfte Black-Scholes option valuation
model. The Company’s estimated forfeiture rateaisdal on its historical experience and future expiects.
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The Company’s determination of fair value is aféecby the Company’s stock price as well as a hurabassumptions that require
judgment. The weight-average fair value per share was $10.96 , $9.d%6&rb1 for options granted during the years erdrkmber 31,
2014 , 2013 and 2012 , respectively. The totairisit value was $2.8 million , $8.1 million and $2nillion for options exercised during the
years endeDecember 31, 2014 , 2013 and 2012 , respectivayfdecember 31, 2014otal unrecognized compensation expense relat
stock options was approximately $6.0 million anel tblated weighted-average period over whichéijsected to be recognized is
approximately 2.1 years. The maximum contracteahtof the Company’s stock options is ten years.

A summary of the status of stock option activity ttee years ended December 31, 2012 , 2013 andig@s4follows (in thousands,
except price data and years):

Weighted- Weighted-
average exercise average remaining Aggregate
Number price per contractual intrinsic
of Shares share term (in years) value

Outstanding at January 1, 2012 3417 $ 12.6(

Granted 624 15.2¢

Exercised (351) 11.8¢

Cancelled (90) 11.9¢

Outstanding at December 31, 2012 3,60( 13.1¢

Granted 52¢ 22.3¢

Exercised (642) 12.1¢€

Cancelled (13 10.61

Outstanding at December 31, 2013 3,47¢ 14.7¢

Granted 55¢ 26.6:

Exercised (257) 13.6%

Cancelled (17%) 20.6:

Outstanding at December 31, 2014 3,601 $ 16.37 6.08 $ 41,157
Vested and expected to vest at December 31, 2014 3,461 $ 16.04 597 $ 40,62¢
Exercisable at December 31, 2014 2,33 $ 13.3¢ 489 $ 33,66
Available for future grant at December 31, 2014 2,162

Stock Awards

The fair value of stock awards is determined basethe closing market price of the Company’s comstock on the grant date. The
Company grants both time-based and performancedtsisek awards. Compensation expense for time-tsteeld awards is measured at the
grant date and recognized ratably over the vegtimgpd. A portion of the stock awards granted ifn2@nd 2013 was performance-based and
vesting is tied to achievement of specific Compgagls in 2014 and 2013, respectively. For purpo$@seasuring compensation expense
amount of shares ultimately expected to vest isneséd at each reporting date based on managenexpestations regarding the relevant
performance criteria. The recognition of compemsaéxpense associated with performance-based ateatd requires judgment in assessing
the probability of meeting the performance goaswall as defined criteria for assessing achievemgthe performance-related goals. The
grant date of the performance-based stock awasstplace when the grant is authorized and the fapachievement goals are
communicated. The communication date of the perfmge goals can impact the valuation and assooixieehse of the stock award. See
further discussion of amended performance metndstiae impact to stock-based compensation experidete 4.
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A summary of the status of stock awards activitytf@ years ended December 31, 2012 , 2013 andig@H4follows (in thousands,
except price data):

Weighted-average

grant date

Shares fair value
Non-vested at January 1, 2012 50z $ 13.6¢
Granted 14t 15.6¢
Vested (207) 15.2¢
Forfeited (18) 13.81
Non-vested at December 31, 2012 522 13.8i
Granted 74 23.5:
Vested (147 23.4:
Forfeited 1) 15.2¢
Non-vested at December 31, 2013 454 16.22
Granted 14t 25.7:
Vested (1749 28.2i
Forfeited (23 18.1¢
Non-vested at December 31, 2014 40z $ 14.8¢

In 2014 , 2013 and 2012 , the Company issued appet&ly 0.1 million restricted share units eachryipexchange for the deferred
bonus liability of $0.7 million , $0.4 million ar0.9 million , respectively.

The total amount of unrecognized compensation esgeglated to non-vested stock awards as of Deaedih@014was approximatel
$1.9 million , which is expected to be recognizedraa weighted-average period of approximately years.

Note 6. Commitments and Contingencies
Leases

The Company leases its facilities and certain egaeit. Commitments for minimum rentals under noncetable leases at the end of
2014 are as follows (in thousands):

Years ending December 31, Operating Leases Lease obligation

2015 $ 1,79¢ $ 1,13¢
2016 2,30¢ 1,14¢
2017 1,83 1,152
2018 1,622 1,161
2019 1,66¢ 1,171
Thereafter 3,51« 1,01¢
Total minimum lease payments $ 12,74 6,781
Less: amount representing interest (1,655
Present value of lease obligation 5,12¢
Less: current portion (509)
Long-term lease obligation $ 4,617

Rent expense under operating leases totaled appaiedy $3.3 million for the year ended December2Bil4 , $2.3 million for the year
ended December 31, 2013 and $2.0 million for the yaded December 31, 2012 .

In the fourth quarter of 2013 , the Company enténéma lease for approximately 30,000 squaredéeffice space and moved the
executive and administrative functions into thisilfey in the second quarter of 2014. The leasdrespn 2022with options to extend the le:
for two additional five -year periods. This opengtiease included a lease incentive for tenant
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improvements of $1.7 million which has been incllids a leasehold improvement in property, planteapdpment and as deferred rent in
other non-current liabilities.

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 byetG@ompany. The sale was an all cash transactittmagnéhe Company approximately $7.0
million . The Company is a 25% limited partner e partnership that acquired the facility. The $eattion was deemed a financing
transaction under the guidance in ASC Topic 840A@punting for Sales of Real EstafEhe assets sold remain on the books of the
Company and will continue to be depreciated overestimated useful life. In December 2009, the Comgmmended the terms of its lease
agreement which had no significant impact on themm@any’s financial statements. The amended ternisdeca new ten -year lease term
through December 2019 , with options to extendehse for up to three additional five -year periodse Company is amortizing the lease
obligation over the new lease term. The amount@fhonthly rental payments remain the same unéeairttendment. In November 2014, the
lease agreement was amended to extend the timexgtaise the option to purchase the general péstimterest in the partnership from
November 2014 to April 2015 for a fixed price. TBempany has determined that the partnership isiabta interest entity (VIE). Th
Company is not, however, the primary beneficiaryhef VIE as it does not absorb the majority ofthetnerships expected losses or recei
majority of the partnership’s residual returns. Twmpany made lease payments to the partnershippsbximately $1.1 million for each of
the three years ended December 31, 2014 , 2013CG4#.

Purchase Commitments

The Company has $3.4 million in firm purchase cotmments with respect to planned capital expenditasesf December 31, 2014 .

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, saggregate, will not have a material adverse effie¢the Company. The Company also
maintains insurance, including coverage for prodiability claims, in amounts which management &edis are appropriate given the natui
its business. At December 31, 2014 and 2013, tmepany had $0.3 million accrued as a liability ¥arious legal matters where the
Company deemed the liability probable and estimable

Licensing Arrangements

On September 27, 2011, the Company entered int8¢bhend Amendment (the “Amendment”) to Quidel/Imesis Settlement
Agreement dated April 27, 2005 (the “Agreement® amended by an Addendum dated June 19, 2006Avth Inc. (formerly known as
Inverness Medical Innovations, Inc.) (“Alere”).

The Amendment, which is effective as of April 1120amends certain royalty and other provisiorthénAgreement and enabled the
Company to “buy-down” and “buy-out” its future rdggaobligation under the Agreement for paymentsliog $29.5 million . Under the
Amendment, the Company made an initial cash paywie$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 Amendmemt)anuary 2012, thereby terminating
the Company'’s obligation to pay future royaltieslenthe Agreement in exchange for a fixed cash eayin the amount of $15.7 millidass
$1.0 million of specified third quarter 2011 royadt This amount was paid in February 2012.

In conjunction with Financial Accounting StandaBisard Accounting Standard Update No. 20094y Value Measurements and
Disclosures (Topic 820the Company assigned $28.8 million to the licertsetinology and $0.7 million as a one-time chargeokt of sales
to settle royalty claims. In determining the fa@lwe allocation between the intangible asset liedrischnology and the one-time charge to
cost of sales, the Company assessed the pasttandtes future revenue streams related to presehfidure products that use the patents
that are subject to the Amendment. The effectifeednd related amortization of the licensed teabgywWwill be based on the higher of the
percentage of usage or the straight-line methotb gércentage of usage will be determined usingdtienues generated from products
covered by the patents that are subject to the Aiment. The terms of the Amendment provide for dimeded useful life of 3.§ears for thi
asset. The Company recorded $8.0 million of amatittn expense in both 2014 , 2013 and 2012, indwadea portion of cost of sales.

In addition to the royalty agreement noted abdve,Gompany has entered into various other liceramroyalty agreements, which
largely require payments based on specified proshies as well as the achievement of specified
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milestones. The Company had royalty and licensersgs relating to those agreements of approxim@&@g million , $1.0 million and $1.4
million for the years ended December 31, 2014 32id 2012 , respectively.

Research and Development Agreements

The Company has entered into various research @nslapbment agreements which provide it with rightdevelop, manufacture and
market products using the intellectual property aathnology of its collaborative partners. Under térms of certain of these agreements, the
Company is required to make periodic payments baseathievement of certain milestones or resouxperaditures. These milestones
generally include achievement of prototype assagifation lots and clinical trials. At December, 2014 , total future commitments under
the terms of these agreements are estimated atrich . The commitments will fluctuate as we agrto new phases of development under
the existing arrangements.

Contingent Consideration

In conjunction with the acquisition of BioHelix Gmration (“BioHelix”) in May 2013, the Company agrkto contingent consideration
ranging from $5.0 million to $13.0 million upon aehement of certain research and development rmilestand revenue targets through
2018. As of December 31, 2014 , all research andldpment milestones have been achieved and pagrhamé been disbursed. Payments
totaling $2.1 million were disbursed during 201#eTair value of the remaining contingent consitierarelated to the revenue royalty earn-
out to be settled in cash is estimated based okltme Carlo Simulation Model. Due to changes mdstimated payments and a shorter
discounting period, the fair value of the contingemnsideration liabilities changed, resulting iia8 million gain recorded to cost of sales in
the Consolidated Statements of Operations duriagy#ar ended December 31, 2014 . As of Decemb&(34, , the current portion of the
contingent consideration is $0.6 million and the+oarrent portion of the contingent considerati®$4.9 million .

In August 2013, the Company completed a businesbittion accomplished by acquiring the assetsradiaTec GmbH & Co. KG
(“AnDiaTec"), a privately-held, diagnostics compaiased in Germany. The Company agreed to contirogpasideration of up to €0.5
million ( $0.6 million based on the December 311£@urrency conversion rate) upon achievement wéicerevenue targets through 2018.
The fair value of the remaining contingent consatien related to the revenue royalty earn-out tgdtfled in cash is estimated based on the
Monte Carlo Simulation Model. Due to changes ingkgmated payments and a shorter discounting ghehie fair value of the contingent
consideration liabilities changed, resulting inGal$million gain recorded to cost of sales in trenéblidated Statements of Operations during
the year ended December 31, 2014 . As of Decenthet(@ 4 the current portion of the contingent coesation is $0.1 million and the non-
current portion of the contingent consideratioi@sl million . In addition, the Company agreed &y the founder of AnDiaTec contingent
payments of up to €3.0 million ( $3.7 million basedthe December 31, 2014 currency conversion tgteh achievement of certain research
and development milestones, subject to, continmgg@/ment. During the twelve months ended DecerBthie2014 , the Company paid $0.9
million for the achievement of agreed upon researahdevelopment milestones. In January 2015, gdmep@ny paid $0.4 million for the
achievement of agreed upon research and developmikestones. These costs are recorded as compamsatiense included in research and
development expense in the Consolidated Stateroé@perations.

Note 7. Industry and Geographic Information

The Company operates in one reportable segmemis 8atustomers outside the U.S. represented 13% and 14% of total revenue
for the years ended December 31, 2014 , 2013 ah? 2@spectively. As of December 31, 2014 and 20i#8ances due from foreign
customers, in U.S. dollars, were $5.5 million aBd2$illion , respectively.

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

Year ended December 31,

2014 2013 2012

Customer:
A 18% 16% 16%
B 19% 1% 18%
C 11% 8% 8%
48% 43% 42%

As of December 31, 2014 and 2013 , accounts relgieifeom individual customers with balances duexness of 10%f total account
receivable totaled $23.7 million and $19.6 milliorespectively.
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The following presents long-lived assets (excludimgngible assets) and total net revenue by gebdgrderritory (in thousands):

Long-lived assets as of December 31, Total revenue year ended December 31,
2014 2013 2014 2013 2012
Domestic $ 49,05: $ 47,89. $ 158,30: $ 152,71: % 134,23¢
Foreign 174 16€ 24,31 22,69¢ 21,50z
$ 49,22t $ 48,057 $ 182,61' $ 175,41 $ 155,74

Consolidated net product revenues by diseaseatatas follows (in thousands):

Year ended December 31,

2014 2013 2012

Infectious disease $ 130,41t $ 128,07¢ $ 110,98:
Women'’s health 34,33 33,32¢ 32,65
Gastrointestinal disease 7,41¢ 6,622 6,32¢
Royalty, license fees and grant revenue 7,681 3,91 2,45;
Other 2,772 3,46¢ 3,32¢
$ 182,61' $ 175,41 % 155,74:

Note 8. Fair Value Measurement

The following table presents the Company’s hiergifon its assets and liabilities measured at falug on a recurring basis as of the
following periods (in thousands):

December 31, 2014 December 31, 2013
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets:

Cash equivalents 3,057 — — 3,057 3,05¢ — — 3,05¢
Total assets measured at fair value $ 3,057 $ — % — $ 3,051 $ 3,056 $ — % — $ 3,05¢
Liabilities:

Contingent consideration — — 5,75¢ 5,75¢ — — 8,80¢ 8,80¢
Total liabilities measured at fair value $ — % — $ 575 $ 575t $ — 3 — $ 8,80¢f $ 8,80¢

There were no transfers of assets or liabilitigg/ben Level 1, Level 2 and Level 3 categories efftir value hierarchy during the ye
ended December 31, 2014 and 2013 .

The Company used Level 1 inputs to determine thievédue of its cash equivalents, which primarignsist of funds held in a money
market account, and as such, the carrying valwasti equivalents approximates fair value. As ofdbawer 31, 2014 and 2013, the carrying
value of cash equivalents was $3.1 million .

The Company assesses the fair value of contingersideration to be settled in cash related to aitiprs using the Monte Carlo
Simulation Model for the royalty earn-out portiasisthe contingent liability and probability weigltenodels for the research and
development earn-out. These are Level 3 measursntighificant assumptions used in the measurement
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include probabilities of achieving the remainindesiones and the discount rates, which dependeomilestone risk profiles. Due to changes
in the estimated payments and a shorter discouptnigd, the fair value of the contingent consitieraliabilities changed, resulting in a $0.9
million gain recorded to cost of sales in the Cdidsted Statements of Operations during the yededecember 31, 2014 .

Changes in estimated fair value of contingent atersition liabilities from December 31, 2013 throu@gcember 31, 2014 are as
follows (in thousands):

Contingent consideration

liability
(Level 3 measurement)
Balance at December 31, 2013 $ 8,80¢
Cash payments (2,112
Net gain recorded for fair value adjustments (910
Unrealized gain on foreign currency translation (30
Balance at December 31, 2014 $ 5,75¢

Note 9. Employee Benefit Plan

The Company has a defined contribution 401(k) glhae “401(k) Plan”) covering all employees who aligible to join the 401(k) Plan
upon employment. Employee contributions are suligeatmaximum limit by federal law. This Plan ind&ts an employer match of 50% on
the first 6% of pay contributed by the employeee TTompany contributed approximately $1.1 millio§Q.9 million and $0.8 million to the
401(k) Plan during the years ended December 314 20013 and 2012 , respectively.

Note 10. Impairment Loss

The Company originally acquired certain automateeicti fluorescent antibody cell analyzer technolagypart of its DHI acquisition in
2010. This technology and the related program ndlifegject Stella” or "Bobcat" continued in develagmhor evaluation (both the
technology and associated instrument system) $irecacquisition. During the third quarter of 20t Company evaluated the potential cash
flows related to Project Stella as well as potéstide of the assets or joint development oppotiesivith third parties. As a result of those
activities, the Company identified indicators ofpairment related to the Project Stella assets. & hssets included $1.5 million of software
development costs, $1.6 million of in-process regeand development, and $0.3 million in manufdotytine costs. The Company
completed an evaluation of the recoverability @& #ssets, which included cash flow analyses asasqilirsuing a potential sale of the assets
to third parties. Based on the analyses, the Coyngatermined the carrying value was not recoverabtéan impairment loss was measured
by comparing the carrying value to the estimatédvi@ue of the assets. The fair value of the Ritoftella assets was estimated utilizing the
discounted cash flow analysis. As a result, the @amy recognized an impairment loss of $3.4 milliothe third quarter of 2014, included in
the Company's Consolidated Statements of Operatfatditionally, $0.2 millionwas included in the impairment loss related toetkgense ti
terminate a manufacturing contract with a thirdtp&e manufacture Project Stella instruments. Then@any recorded no further impairment
charges for the year ended December 31, 2014.
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Note 11. Selected Quarterly Financial Data (unaudid)

First Quarter Second Quarter Third Quarter Fourth Quarter
(in thousands, except per share data)

2014
Total revenues $ 46,67: $ 31,48t $ 40,857 % 63,59°
Cost of sales (excludes amortization of intangik
assets) 20,247 15,90z 16,76¢ 21,26:
Gross profit (1) 24,85¢ 14,01t 22,51¢ 40,76
Total costs and expenses (3) 48,69( 41,47: 50,97¢ 50,68:
Net (loss) income (1,519 (6,90¢) (5,767 7,11:
Basic net (loss) earnings per share (0.09) (0.20 (0.17) 0.2C
Diluted net (loss) earnings per share (0.09 (0.20 (0.17) 0.2C

2013
Total revenues $ 61,99 $ 29,70¢ $ 33,63¢ $ 50,17(
Cost of sales (excludes amortization of intangik
assets) 19,547 13,671 15,29] 18,46
Gross profit (2) 41,01( 14,524 16,69¢ 30,12¢
Total costs and expenses (3) 44,64( 36,65¢ 39,33¢ 49,93¢
Net income (loss) 12,361 (1,755 (4,367 1,13¢
Basic net earnings (loss) per share 0.37 (0.0%) (0.13) 0.0z
Diluted net earnings (loss) per share 0.3¢ (0.05) (0.13) 0.0z

(1) Included in 2014 quarterly gross profit is atimation of intangible assets of $1.6 million ,.&illion , $1.6 million and $1.5 million
for the first quarter, second quarter, third quaated fourth quarter, respectively.

(2) Included in 2013 quarterly gross profit is atimation of intangible assets of $1.4 million ,.$illion , $1.5 million and $1.7 million
for the first, second, third, and fourth quarteespectively.

(3) Includes reclassification of $0.2 million ,.80million , $0.2 million , $0.1 million , and $0rRillion from general and administrative
expense for the first, second, third, and fourthartprs of 2013 and the first quarter of 2014, reSpely.
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SCHEDULE II
QUIDEL CORPORATION

CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS

Additions charged to

Balance at expense or as
beginning of reductions to Balance at end of
Description period revenue (1) Deductions (2) period

(in thousands)

Year ended December 31, 2014

Accounts receivable allowance $ 579C $ 23,447 $ (21,016 $ 8,221
Year ended December 31, 2013:

Accounts receivable allowance $ 4,955 $ 15,23( % (14,399 $ 5,79(
Year ended December 31, 2012:

Accounts receivable allowance $ 1,96( $ 10,84¢ $ (7,859 $ 4,95¢

(1) Represents charges associated primarily tauatscfor early payment discounts, volume discoants contract rebates recorded as
reductions to revenue. Additions to allowance foulotful accounts are recorded to sales and marketipenses.
(2) The deductions represent actual charges againattiaal described abo

Item 9. Changes in and Disagreements With Accountasion Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Evaluation of disclosure controls and procedurd&e have performed an evaluation under the supervand 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)15(der the Securities Exchange Act of 1934 (Ehechange Act”). Based on that
evaluation, our CEO and CFO concluded that oudalsce controls and procedures were effective @eaember 31, 2014 to ensure that
information required to be disclosed by us in tyeorts filed or submitted by us under the Exchaefds recorded, processed, summarized
and reported within the time periods specifiechia 8EC’s rules and forms.

Changes in internal control over financial repodinThere was no change in our internal control ovearicial reporting during the
three months ended December 31, 2014 that mayeaiti¢icted, or is reasonably likely to materialffeat, our internal control over financial
reporting.

Management’s report on internal control over fin@lgeporting: Our management is responsible for establishingnaaidtaining
adequate internal control over financial reportiag such term is defined in Exchange Act Rule 13#-10ur internal control over financial
reporting is a process designed to provide readerzedsurance regarding the reliability of financegorting and the preparation of our
financial statements for external purposes in atauce with U.S. generally accepted accounting jmi@es. Because of its inherent limitatio
internal control over financial reporting may no¢pent or detect misstatements. Therefore, evesethgstems determined to be effective can
provide only reasonable assurance with respedamdial statement preparation and presentaticsso,Adrojections of any evaluation of
effectiveness to future periods are subject taiglethat controls may become inadequate becauseariges in conditions, or that the degree
of compliance with the policies or procedures matedorate. Under the supervision and with theigiggtion of our management, including
our CEO and CFO, we conducted an evaluation oétfeetiveness of our internal control over finahecegporting based on the framework in
Internal Contro—Integrated Framework (2013)ssued by the Committee of Sponsoring Organinatif the Treadway Commission. Based
on our evaluation under the frameworHriternal Control—Integrated Frameworlour management concluded that our internal cbaotrer
financial reporting was effective as of DecemberZ114 .
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The effectiveness of our internal control over fioi@l reporting as of December 31, 2014 has beditealby Ernst & Young LLP, our
independent registered public accounting firm,tased in their report which is included in thisnit®A.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and
Stockholders of Quidel Corporation

We have audited Quidel Corporation’s internal colntver financial reporting as of December 31, 20bdsed on criteria established in
Internal Control—Integrated Framework issued by@oenmittee of Sponsoring Organizations of the TweadCommission (2013
framework) (the COSO criteria). Quidel Corporat®management is responsible for maintaining effedtiternal control over financial
reporting, and for its assessment of the effecagsrof internal control over financial reportinglirded in the accompanying Management’s
Report on Internal Control Over Financial Reporti@gr responsibility is to express an opinion o ¢bmpany’s internal control over
financial reporting based on our audit.

We conducted our audit in accordance with the statgdof the Public Company Accounting Oversighti8q@nited States). Those
standards require that we plan and perform the &ndbtain reasonable assurance about whetheatigéfénternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegtéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeéliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonableaaesuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantegeinerally accepted accounting
principles. A company'’s internal control over firgad reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshef assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financékstents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and @jige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companysats that could have a material effect on thentiizd statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdenaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, Quidel Corporation maintained, ihnaaterial respects, effective internal controkofinancial reporting as of
December 31, 2014 , based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the
consolidated balance sheets of Quidel Corporatoof ®ecember 31, 2014 and 2013, and the relatesiotidated statements of income,
comprehensive (loss) income, stockholders’ equity @ash flows for each of the three years in theodeended December 31, 2014 of Quidel
Corporation and our report dated February 23, 2X{essed an unqualified opinion thereon.

/sl Ernst & Young LLP

San Diego, California
February 23, 2015
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Item 9B. Other Information
2015 Annual Meeting of Stockholders

The Company’s 2015 Annual Meeting of Stockholdeilshe held on Tuesday, May 5, 2015 , beginning:80 a.m. (local time) at the
San Diego Marriott Del Mar, 11966 El Camino Rean®iego, California 92130.

Part Il

Item 10. Directors, Executive Officers and Corpora¢ Governance
The information required by this item (with resptrtirectors) is incorporated by reference to 2045 Proxy Statement, which will be
filed with the SEC no later than April 30, 2015 fdrmation with respect to executive officers islided under Item 1 of this Annual Report.

The information required by this item is incorpechby reference from the information under the ioagt“Corporate Governance” and
“Section 16(a) Beneficial Ownership Reporting Coiaipte,” to be contained in our 2015 Proxy Statement

Item 11. Executive Compensation

The information required by this item is incorpeby reference from the information under theioagt“Director Compensation” and
“Executive Compensation” to be contained in our®2Btoxy Statement.

Item 12. Security Ownership of Certain Beneficial Qvners and Management and Related Stockholder Matter

The information required by this item is incorp@cby reference from the information under the ioagt“Securities Available for
Issuance Under Our Equity Compensation Plans” &sdtirity Ownership of Certain Beneficial Owners dMahagement” to be contained in
our 2015 Proxy Statement.

Item 13. Certain Relationships and Related Transa&ns, and Director Independence

The information required by this item is incorpechby reference from the information under the icagt“Compensation Committee
Interlocks and Insider Participation in Compengafiecisions,” “Certain Relationships and RelatednBactions” and “Corporate
Governance” to be contained in our 2015 Proxy Siatd.

Item 14. Principal Accountant Fees and Services

The information required by this item is incorpecby reference from the information under the icaptAudit Committee Matters” to
be contained in our 2015 Proxy Statement.

Part IV
Item 15. Exhibits and Financial Statement Schedules

The following documents are filed as part of thisri 10-K:

(d) (1) Financial Statemer
The Consolidated Financial Statements requiredisyitem are submitted in Part Il, Item 8 of thasrh 10-K.
(2) Financial Statement Schedules

The following Financial Statement Schedule of Quiderporation for the years ended December 31, 2@DA3 and 2012 is filed as
part of this Annual Report and should be read mjwaction with the Consolidated Financial StaterseritQuidel Corporation:
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Schedule Il. Consolidated Valuation and Qualifykarounts.

Financial Statement Schedules not listed above haga omitted because of the absence of conditiodsr which they are required or
because the required information is included inGbasolidated Financial Statements or the Notagthe

(3) Exhibits. See Paragraph 15(b) below.

(b) Exhibite

The exhibits listed on the accompanying Exhibitdndnmediately following the Financial Statemenh&dule are filed as part of, and
incorporated by reference into, this Annual ReporfForm 10-K.

(©

Financial Statements required by Regulatiof \8hich are excluded from this Annual Report onrRdrO-K by Rule 14(aB(b).

Not applicable.

Exhibit
Number

3.1

3.2

4.1

4.2

4.3

4.4

10.1(1)

10.2(1)

10.3(1)

10.4(1)

EXHIBIT INDEX

Description

Restated Certificate of Incorporation of Quiderporation. (Incorporated by reference to Exhibi to the Registrant’s
Form 10-Q for the quarter ended September 30, 2010.

Amended and Restated Bylaws of Quidel Corpmrafincorporated by reference to Exhibit 3.1te Registrant’s Form 8-
K filed on May 21, 2012.)

Certificate of Designations of Series C JuRiarticipating Preferred Stock. (Incorporated bgnence to Exhibit 4.1 to the
Registrant’s Form 10-Q for the quarter ended Sepézr80, 2010.)

Specimen stock certification. (Incorporateddference to Exhibit 4.6 to the Registrant’s Regtion Statement on Form
S-3 filed on August 31, 2010.)

Indenture, dated as of December 1, 2014, lehiree Registrant and The Bank of New York Mellonst Company, N.A.
(Incorporated by reference to Exhibit 4.8 to thgiReant’'s Form S-3 filed on December 1, 2014.)

First Supplemental Indenture, dated as of Béee 8, 2014, by and between the Registrant andBah& of New York
Mellon Trust Company, N.A. (including the form obtés). (Incorporated by reference to Exhibit 4.th®Registrant’s
Form 8-K filed on December 8, 2014.)

Registrant’'s Amended and Restated 1983 @&mp Stock Purchase Plan. (Incorporated by referém Appendix B to the
Registrant’s Proxy Statement filed on April 6, 2012

Registrant’'s Amended and Restated 2001t\Ebncentive Plan, effective as of May 12, 200@cbrporated by reference to
Exhibit 10.1 to the Registrant’s Form 8-K filed btay 18, 2009.)

Quidel Corporation Amended and Restatdd Hxuity Incentive Plan. (Incorporated by refeetew Appendix A to the
Registrant’s Proxy Statement filed on April 1, 2014

Form of Notice of Grant of Award and Award Agreerfar Quidel Corporation 2010 Equity Incentive Pléimcorporatec
by reference to Exhibit 4.6 to the Registrant’s Regtion Statement on Form S-8 filed on May 1412



10.5(1)

10.6

10.7

Form of Restricted Stock Award AgreementQuidel Corporation 2010 Equity Incentive Pldncérporated by reference
to Exhibit 4.7 to the Registrant’s Registrationt&taent on Form S-8 filed on May 14, 2010.)

Settlement Agreement dated April 27, 200%vbeh the Registrant and Inverness Medical Innomatitnc. (Incorporated
by reference to Exhibit 10.1 to the Registrant’'srk8-K filed on May 3, 2005.)

Second Amendment to Quidel/Inverness Settiergreement dated September 27, 2011. (Incorpbiataeference to
Exhibit 10.1 to the Registrant’s Form 8-K filed 8eptember 28, 2011.)
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10.8

10.9

10.10(1)

10.11(1)

10.12(1)

10.13(1)

10.14(1)

10.15(1)

10.16(1)

10.17(1)

10.18(1)

10.19(1)

10.20(1)

10.21(1)

10.22(1)

10.23(1)

10.24(1)

10.25(1)

Form of Single Tenant Absolute Net Leasecdiporated by reference to Exhibit 10.7 to the Rieght's Form & filed on
January 4, 2000.)

Second Amendment to Single Tenant AbsoluteLBase. (Incorporated by reference to Exhibit 10.Registrant’s
Form 8-K filed on December 29, 2009.)

Form of Indemnification Agreement—Corpger®fficer and/or Director. (Incorporated by refere to Exhibit 10.1 to the
Registrant’s Form 8-K filed on August 23, 2005.)

Employment Agreement, dated as of Janl@r2009, between the Registrant and Douglas garir (Incorporated by
reference to Exhibit 10.1 to the Registrant’s F&i filed on January 20, 2009.)

Agreement Re: Change in Control, dateof danuary 16, 2009, between the Registrant angjlas C. Bryant.
(Incorporated by reference to Exhibit 10.4 to tregRtrant’'s Form 8-K filed on January 20, 2009.)

Employment Offer Letter, entered intaJome 5, 2008, between the Registrant and RobBrtjdrski. (Incorporated by
reference to Exhibit 10.1 to the Registrant’s F&i filed on June 6, 2008.)

Agreement Re: Change in Control, entereedon June 5, 2008, between the Registrant amegRd. Bujarski.
(Incorporated by reference to Exhibit 10.2 to Riegi#t's Form 8-K filed on June 6, 2008.)

Randall Steward Employment Offer Lettiated as of September 12, 2011. (Incorporatedfeyerece to Exhibit 10.1 to
the Registrant’s Form 8-K filed on October 21, 2011

Agreement Re: Change in Control, dateof & ptember 19, 2011, between the RegistranRandlall Steward.
(Incorporated by reference to Exhibit 10.2 to tlegRtrant's Current Report on Form 8-K filed on @xtr 21, 2011.)

Employment Offer Letter, dated May 9, POdetween the Registrant and Mark W. Smits. (Ipoated by reference to
Exhibit 10.1 to the Registrant’s Form 10-Q for thearter ended June 30, 2011.)

Agreement Re: Change in Control, entered into oy Mg 2011, between the Registrant and Mark W. Srtlitcorporate:
by reference to Exhibit 10.2 to the Registrant’srkd0-Q for the quarter ended June 30, 2011.)

Change in Control Agreement dated July2094 between the Registrant and Michael J. Bgie&orporated by reference
to Exhibit 10.35 to the Registrant’s Form 10-Q thve quarter ended June 30, 2004.)

Agreement Re: Change in Control, enteredon November 7, 2008, between the Registratitlahn D. Tamerius, Ph.D.
(Incorporated by reference to Exhibit 10.1 to tregRtrant's Form 8-K filed on November 7, 2008.)

Employment Offer Letter, dated April 2014, between the Registrant and Werner Kroll.qtporated by reference to
Exhibit 10.1 to the Registrant’s Form 10-Q for thearter ended June 30, 2014.)

Agreement Re: Change in Control, enteredon May 9, 2014, between the Registrant andnéfeKroll. (Incorporated by
reference to Exhibit 10.2 to the Registrant’s FA®nQ for the quarter ended June 30, 2014.)

2012 Cash Bonus Awards to the Regissamtecutive offices. (Incorporated by referencExhibit 10.5 of the
Registrant’s Form 8-K filed on March 1, 2013.)

2013 Cash Incentive Compensation PlathioRegistrant. (Incorporated by reference to BixHi0.1 of the Registrant’s
Form 8-K filed on March 1, 2013.)

2013 Employee Deferred Bonus Compens&iogram. (Incorporated by reference to ExhibiRkdf.the Registrant’s
Form 8-K filed on March 1, 2013.)



10.26(1) 2013 Equity Incentive Plan Grants toRgistrant’s executive officers. (Incorporated eference to Exhibit 10.3 of the
Registrant’s Form 8-K filed on March 1, 2013.)

10.27(1) 2013 Annual Base Salaries for the Remjiss executive officers, effective as of Marcl2Q13. (Incorporated by reference
to Exhibit 10.4 of the Registrant’s Form 8-K filed March 1, 2013.)

10.28(1) 2014 Cash Incentive Compensation PlathioRegistrant. (Incorporated by reference to BixHi0.1 of the Registrant’s
Form 8-K filed on February 28, 2014.)

10.29(1) 2014 Employee Deferred Bonus Compens&iogram. (Incorporated by reference to ExhibiRidf.the Registrant’s
Form 8-K filed on February 28, 2014.)
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10.30(1)

10.31(1)

10.32(1)

10.33(1)

10.34(1)

10.35(1)

10.36

10.37

10.38

21.1*
23.1*

31.1*

31.2*

32.1*

101

101

101

101

2014 Equity Incentive Plan Grants toRgistrant’s executive officers. (Incorporated eference to Exhibit 10.3 of the
Registrant’s Form 8-K filed on February 28, 2014.)

2014 Annual Base Salaries for the Remjist executive officers, effective as of Februa8y 2014. (Incorporated by
reference to Exhibit 10.4 of the Registrant’s F&K filed on February 28, 2014.)

2015 Cash Incentive Compensation PlathioaRegistrant. (Incorporated by reference to BixHi0.1 of the Registrant’s
Form 8-K filed on February 9, 2015.)

2015 Employee Deferred Bonus Compens&iogram. (Incorporated by reference to ExhibiRidf.the Registrant’s
Form 8-K filed on February 9, 2015.)

2015 Equity Incentive Plan Grants toRgistrant’s executive officers. (Incorporated eference to Exhibit 10.3 of the
Registrant’s Form 8-K filed on February 9, 2015.)

2015 Annual Base Salaries for the Regist executive officers, effective as of Februdyp015. (Incorporated by
reference to Exhibit 10.4 of the Registrant’s F@&+K filed on February 9, 2015.)

Amended and Restated Credit Agreement, Byaarong the Registrant, as Borrower, each lender frme to time party
thereto (collectively, “Lenders” and individuallg,“Lender”) and Bank of America, N.A. as Agent, 8g/Line Lender and
L/C Issuer, dated as of August 10, 2012. (Incormatdy reference to Exhibit 10.1 to the Registmftrm 8-K filed on
August 10, 2012.)

Amended and Restated Security Agreemenhthyamong the Registrant, as Borrower, the matsuilasidiaries of
Borrower, each additional guarantor that may becarparty thereto and Bank of America, N.A., as Agdated as of
August 10, 2012. (Incorporated by reference to EixHi0.2 to the Registrant’s Form 8-K filed on A0, 2012.)

Amendment No. 2 to Credit Agreement, by améng the Registrant, as Borrower, the materiadididries of Borrower,
each additional guarantor that may become a plagtgto and Bank of America, N.A., as Agent, SwimgellLender and
L/C Issuer, dated as of December 1, 2014. (Incatpdrby reference to Exhibit 10.1 to the Registsaadrm 8-K filed on
December 4, 2014.)

Subsidiaries of the Registrant.
Consent of Independent Registered Publicofinting Firm.

Certification by Principal Executive Officef the Registrant pursuant to Rules 13a-14 and1¥5&s adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification by Principal Financial and Awmting Officer of the Registrant pursuant to Rul8a-14 and 15d-14, as
adopted pursuant to Section 302 of the SarbanesyQydt of 2002.

Certifications by Principal Executive Officend Principal Financial and Accounting Officertbé Registrant pursuant to
18 U.S.C. Section 1350, as adopted pursuant taoBe@®6 of the Sarbanes-Oxley Act of 2002.

XBRL Instance Document
XBRL Taxonomy Extension Schema Document
XBRL Taxonomy Calculation Linkbase Document

XBRL Taxonomy Extension Definition Linkbase donent



101 XBRL Taxonomy Label Linkbase Document

101 XBRL Taxonomy Presentation Linkbase Document

* Filed / furnished herewith
(1) Indicates a management plan or compensatory plarmrangemer
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyigthas duly caused this Report to
be signed on its behalf by the undersigned, theoeduly authorized.

Q UIDEL C ORPORATION
By /s/ DOUGLAS C. BRYANT

Date: February 23, 2015 Douglas C. Bryant
President, Chief Executive Officer
(Principal Executive Officer)

Pursuant to the requirements of the Securities &xgé Act of 1934, this Report has been signed bblothe following persons on
behalf of the Registrant and in the capacities@nthe dates indicated.

Signature Title Date

/s/ DOUGLAS C. BRYANT President, Chief Executive Officer (Principal February 23, 2015
Douglas C. Bryant Executive Officer)

/s/ RANDALL J. STEWARD Chief Financial Officer, (Principal Financial February 23, 2015

Randall J. Steward Officer )
/sl MARK A. PULIDO Chairman of the Board February 23, 2015
Mark A. Pulido
/s/ THOMAS D. B ROWN Director February 23, 2015

Thomas D. Brown

/s/ KENNETH F. BUECHLER Director February 23, 2015
Kenneth F. Buechler

/s/ RODNEY F. DAMMEYER Director February 23, 2015
Rodney F. Dammeyer

/sl MARY L AKE POLAN Director February 23, 2015
Mary Lake Polan

/sl JACK W. SCHULER Director February 23, 2015
Jack W. Schuler

/s/ KENNETH J. WIDDER Director February 23, 2015
Kenneth J. Widder
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Exhibit 21.1

SUBSIDIARIES OF THE REGISTRANT

Company State or Country of Organization

Diagnostic Hybrids, Inc. Ohio



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRbgistration Statements (Form S-8 Nos. 333-1973835182028, 333-166845, 333-
166450, 333-144383, 333-127519, 333-116971, 3334,7333-10503 and 033-62577 and Form S-3 Nos. 88824, 333-59390, 338421¢
and 333-00667) of Quidel Corporation of our repdeged February 23, 2015 , with respect to the @ateted financial statements and
schedule of Quidel Corporation, and the effectiwsna internal control over financial reporting@fiidel Corporation, included in this
Annual Report (Form 10-K) for the year ended Decendi, 2014 .

/s/ ERNST & YOUNG LLP

San Diego, California
February 23, 2015



Exhibit 31.1

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

I, Douglas C. Bryant, certify that:
1. I have reviewed this annual report on Form 16fQuidel Corporation;

2. Based on my knowledge, this report does notadora@ny untrue statement of a material fact or donftate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaitee 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, particularly during the etiin which this report is being prepared;

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such evaluation;
and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimeaport) that has materially affected, or is
reasonably likely to materially affect, the regsit’'s internal control over financial reporting;dan

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting whic
are reasonably likely to adversely affect the riegig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmiifiole in the registrast’
internal control over financial reporting.

Date: February 23, 2015 /s/ DOUGLAS C. BRYANT

Douglas C. Bryant
President and Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2

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

I, Randall J. Steward, certify that:

1. I have reviewed this annual report on Form 16fQuidel Corporation;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or donfitate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisieading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaitee 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, particularly during the etiin which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyeldis report based on such evaluation;
and

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimeaport) that has materially affected, or is
reasonably likely to materially affect, the regsit's internal control over financial reporting;dan

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting whic
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@gmiifiole in the registrast’
internal control over financial reporting.

Date: February 23, 2015 /s/ RANDALL J. STEWARD

Randall J. Steward
Chief Financial Officer
(Principal Financial Officer)




Exhibit 32.1

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

Each of the undersigned hereby certifies, in hpacay as an officer of Quidel Corporation, a Dedagvcorporation (the “Company”),
for purposes of 18 U.S.C. Section 1350, as adgpiesliant to Section 906 of the Sarbanes Oxley A2002, that to the best of his
knowledge:

e the Company’s Annual Report on Form 10-K for pleeiod ended December 31, 2014 , as filed wittStheurities and Exchange
Commission on the date hereof, fully complies wfith requirements of Section 13(a) or 15(d) of theusities Exchange Act of
1934; and

« the information contained in such report faphgsents, in all material respects, the finanamaldition and results of operations of the
Company.

Date: February 23, 2015
/s DOUGLAS C. BRYANT

Douglas C. Bryant
President and Chief Executive Officer
(Principal Executive Officer)

/s/ RANDALL J. STEWARD

Randall J. Steward
Chief Financial Officer
(Principal Financial Officer)




