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PART1 FINANCIAL INFORMATION
ITEM 1. Financial Statements

ASSETS
Current assets:

Cash and cash equivalents

Accounts receivable, net

Inventories

Prepaid expenses and other current assets

Total current assets

Property, plant and equipment, net
Right-of-use assets
Goodwill
Intangible assets, net
Deferred tax asset—non-current
Other non-current assets
Total assets
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Accounts payable

Accrued payroll and related expenses

Operating lease liabilities

Contingent consideration

Deferred consideration

Revolving Credit Facility

Convertible Senior Notes

Other current liabilities

Total current liabilities

Operating lease liabilities - non-current
Revolving Credit Facility - non-current
Deferred consideration - non-current
Contingent consideration - non-current
Other non-current liabilities
Commitments and contingencies (Note 8)

Stockholders’ equity:

Preferred stock, $.001 par value per share; 5,000 shares authorized; none issued or outstanding at September

30, 2019 and December 31, 2018

Common stock, $.001 par value per share; 97,500 shares authorized; 41,642 and 39,386 shares issued and

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

outstanding at September 30, 2019 and December 31, 2018, respectively

Additional paid-in capital
Accumulated other comprehensive income (loss)
Retained earnings
Total stockholders’ equity
Total liabilities and stockholders’ equity

See accompanying notes.
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September 30, December 31,
2019 2018

$ 28,914 43,695
77,646 58,677

61,742 67,379

17,112 23,646

185,414 193,397

79,183 73,901

82,075 —

337,016 337,021

154,459 175,029

22,476 22,192

6,893 4,831

$ 867,516 806,371
$ 30,397 25,171
12,223 19,210

5,598 —

5,746 3,983

42,000 44,000

8,188 —

12,546 54,379

10,474 12,992

127,172 159,735

80,924 —

— 53,188

107,510 143,158

9,948 15,129

7,799 9,577

42 39

429,920 363,921
143 (139)

104,058 61,763

534,163 425,584

$ 867,516 806,371




Total revenues
Cost of sales
Gross profit
Research and development
Sales and marketing
General and administrative
Acquisition and integration costs
Total operating expenses
Operating income
Other expense, net
Interest expense, net
Loss on extinguishment of debt
Total other expense, net
Income before income taxes
Provision (benefit) for income taxes
Net income
Basic earnings per share
Diluted earnings per share
Shares used in basic per share calculation

Shares used in diluted per share calculation

QUIDEL CORPORATION

CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share data; unaudited)

Three Months Ended Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
$ 126,492 $ 117,399 382,712 $ 389,697
50,633 47,157 156,747 156,116
75,859 69,642 225,965 233,581
11,976 13,103 37,629 39,008
26,599 26,504 83,114 82,607
12,146 10,620 38,453 32,652
4,456 2,521 9,116 10,923
55,177 52,748 168,312 165,190
20,682 16,894 57,653 68,391
(3,152) (4,786) (12,239) (19,475)
— (1,297) (748) (8,262)
(3,152) (6,083) (12,987) (27,737)
17,530 10,811 44,666 40,654
1,349 (11) 2,371 (1,050)
$ 16,181 $ 10,822 42,295  § 41,704
$ 039 § 0.28 1.04 § 1.11
$ 038 § 0.27 1.02 % 1.08
41,642 39,290 40,520 37,490
43,206 42,889 43,051 42,467

See accompanying notes.



QUIDEL CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Net income

Other comprehensive income (loss)
Changes in cumulative translation adjustment, net of tax
Changes in unrealized gains (losses) from cash flow hedges:

Net unrealized gains on derivative instruments

(in thousands; unaudited)

Reclassification of net realized gains on derivative instruments included

in net income

Total change in unrealized gains (losses) realized from cash flow

hedges, net of tax

Comprehensive income

Three Months Ended Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
$ 16,181 $ 10,822 $ 42295 $ 41,704
(544) (61) (698) (55)
868 — 1,322 —
(230) — (342) —
638 — 980 —
$ 16,275  $ 10,761  $ 42,577 % 41,649

See accompanying notes.



QUIDEL CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Balance at December 31, 2018

Issuance of common stock under equity compensation
and benefit plans

Stock-based compensation expense
Repurchases of common stock

Other comprehensive gain (loss), net of tax
Net income

Balance at March 31, 2019

Issuance of common stock under equity compensation
and benefit plans

Stock-based compensation expense

Issuance of shares in exchange for Convertible Senior
Notes

Tax impact from the conversion of Convertible Senior
Notes

Reduction for equity component of Convertible Senior
Notes exchanged

Repurchases of common stock

Other comprehensive gain (loss), net of tax
Net income

Balance at June 30, 2019

Issuance of common stock under equity compensation
and benefit plans

Stock-based compensation expense
Repurchases of common stock

Other comprehensive gain (loss), net of tax
Net income

Balance at September 30, 2019

(in thousands; unaudited)

Common Stock

Accumulated
Additional other Total
paid-in comprehensive Retained stockholders’
Shares Par capital (loss) income earnings equity
39,386 $ 39§ 363,921 (139) 3 61,763 3 425,584
444 1 8,816 — — 8,817
= — 2,887 = — 2,887
24) — (1,476) — — (1,476)
= == == 42 == 42
— — — — 24,844 24,844
39,806 40 374,148 97) 86,607 460,698
122 — 1,433 — — 1,433
== = 3,309 == == 3,309
1,497 1 86,427 — — 86,428
— = 590 = — 590
— — (43,516) — — (43,516)
7 = (395) == == (395)
— — — 146 — 146
— = = = 1,270 1,270
41,418 41 421,996 49 87,877 509,963
225 1 4,923 — — 4,924
— — 3,030 — — 3,030
(M = 29 i = 29
— — — 94 — 94
— — = — 16,181 16,181
41,642 $ 42 3 429,920 143 $ 104,058 $ 534,163




CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY--(continued)

Balance at December 31, 2017

Issuance of common stock under equity compensation
and benefit plans

Stock-based compensation expense

Issuance of shares in exchange for Convertible Senior
Notes

Reduction for equity component of Convertible Senior
Notes exchanged

Repurchases of common stock

Other comprehensive gain (loss), net of tax
Net income

Balance at March 31, 2018

Issuance of common stock under equity compensation
and benefit plans

Stock-based compensation expense

Issuance of shares in exchange for Convertible Senior
Notes

Reduction for equity component of Convertible Senior
Notes exchanged

Repurchases of common stock

Other comprehensive gain (loss), net of tax
Net loss

Balance at June 30, 2018

Issuance of common stock under equity compensation
and benefit plans

Stock-based compensation expense

Issuance of shares in exchange for Convertible Senior
Notes

Repurchases of common stock

Other comprehensive gain (loss), net of tax
Net income

Balance at September 30, 2018

QUIDEL CORPORATION

(in thousands; unaudited)

Common Stock

Accumulated Retained
Additional other earnings Total
paid-in comprehensive (accumulated stockholders’
Shares Par capital income (loss) deficit) equity
34,540 § 35§ 239,489 $ — $ (12,420) 3 227,104
516 — 5,652 — — 5,652
—1 _ 2,936 _ —1 2,936
2,428 2 118,073 — — 118,075
- _ (53,867) _ — (53,867)
(73) — (3,232) — — (3,232)
— — — 20 — 20
— — — — 33,958 33,958
37,411 37 309,051 20 21,538 330,646
326 — 3,898 — — 3,898
- | 2,579 il — 2,579
1,270 2 82,108 — — 82,110
— —| (46,860) — —| (46,860)
(6) — (375) — — (375)
— — — (14) — (14)
_ _ _ — (3,076) (3,076)
39,001 39 350,401 6 18,462 368,908
326 — 6,482 — — 6,482
— — 2,455 — — 2,455
1 — 31 — — 31
) - (183) - | (183)
— — — (61) — (61)
— — — — 10,822 10,822
39,326 $ 39§ 359,186  $ 55 % 29,284  § 388,454




QUIDEL CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands; unaudited)

OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation, amortization and other
Stock-based compensation expense
Impairment loss
Amortization of debt discount and deferred issuance costs
Change in fair value of acquisition contingencies
Accretion of interest on deferred consideration
Amortization of inventory step-up to fair value
Loss on extinguishment of debt
Changes in assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other current and non-current assets
Accounts payable
Accrued payroll and related expenses
Other current and non-current liabilities
Net cash provided by operating activities:
INVESTING ACTIVITIES:
Acquisitions of property, equipment and intangibles
Proceeds from sale of Summers Ridge Property
Net cash (used for) provided by investing activities:
FINANCING ACTIVITIES:
Proceeds from issuance of common stock
Payment of debt issuance costs
Payments on Revolving Credit Facility
Payments on finance lease obligation
Repurchases of common stock
Payments of acquisition contingent consideration
Payments of deferred consideration
Payments of Term Loan
Transaction costs related to debt exchange
Net cash used for financing activities:
Effect of exchange rates on cash
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

SUPPLEMENTAL DISCLOSURES OF NON-CASH INVESTING AND FINANCING TRANSACTIONS:

Purchase of property, equipment and intangibles by incurring current liabilities
Reduction of other current liabilities upon issuance of restricted share units
Extinguishment of Convertible Senior Notes through issuance of common stock
Principal amount of Term Loan exchanged for Revolving Credit Facility

See accompanying notes.
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Nine Months Ended

September 30,
2019 2018
42,295 $ 41,704
36,740 34,323
10,084 9,190
1,144 —
1,367 3,355
626 745
6,352 7,686
— 3,650
748 8,262
(19,344) 257
5,395 155
4,942 (20,328)
4,429 633
(5,780) 24)
(2,237) 3,520
86,761 93,128
(18,716) (22,875)
— 146,644
(18,716) 123,769
13,156 16,031
— (513)
(45,000) (10,000)
(262) (93)
(1,900) (3,790)
(4,044) (6,294)
(44,000) (46,000)
— (161,813)
(733) (2,002)
(82,783) (214,474)
(43) 185
(14,781) 2,608
43,695 36,086
28914  $ 38,694
$ 3,067 $ 1,650
$ 2,018 $ =
$ 86,428 § 200,217
$ — $ 83,188




Quidel Corporation
Notes to Consolidated Financial Statements
(Unaudited)

Note 1. Summary of Significant Accounting Policies
Basis of Presentation

The accompanying unaudited consolidated financial statements of Quidel Corporation and its subsidiaries (the “Company”) have been prepared in
accordance with generally accepted accounting principles in the United States (“GAAP”) for interim financial information and with the instructions to Form 10-Q
and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by GAAP for complete financial statements. In
the opinion of management, all adjustments considered necessary for a fair presentation (consisting of normal recurring accruals) have been included.

The information at September 30, 2019, and for the three and nine months ended September 30, 2019 and 2018, is unaudited. For further information, refer
to the Company’s consolidated financial statements and notes thereto for the year ended December 31, 2018 included in the Company’s 2018 Annual Report on
Form 10-K. Operating results for any quarter are historically seasonal in nature and are not necessarily indicative of the results expected for the full year.

For 2019 and 2018, the Company’s fiscal year will end or has ended on December 29, 2019 and December 30, 2018, respectively. For 2019 and 2018, the
Company’s third quarter ended on September 29, 2019 and September 30, 2018, respectively. For ease of reference, the calendar quarter end dates are used herein.
The three and nine-month periods ended September 30, 2019 and 2018 each included 13 and 39 weeks, respectively.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the U.S. requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Recent Accounting Pronouncements

Accounting Standards Update (“ASU”) 2016-02 and ASU 2018-11 (collectively, “ASC 842”) require a lessee to recognize a lease liability for the obligation
to make lease payments and a right-of-use (“ROU”) asset representing the right to use the underlying asset for the lease term on the balance sheet. The Company
adopted ASC 842 as of January 1, 2019 using the alternative transition method to apply the guidance. Deferred rent, previously recorded in other current liabilities
and other non-current liabilities, was derecognized. The Company elected the package of practical expedients which, among other things, allows the Company to
carry forward its historical lease classifications.

The following table presents the effect of the change in accounting principle on the Company’s Consolidated Balance Sheets as of January 1, 2019:

January 1, Effect of Change in After change in
Consolidated Balance Sheet (in thousands) 2019 Accounting Principle  Accounting Principle
ASSETS
Operating lease right-of-use asset $ — 5 87,086 § 87,086
Total assets $ 806,371 $ 87,086 $ 893,457
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current portion of operating lease liability $ —  $ 5290 § 5,290
Other current liabilities 12,992 (448) 12,544
Total current liabilities 159,735 4,842 164,577
Operating lease liability — 84,366 84,866
Other non-current liabilities 9,577 (2,622) 6,955
Total liabilities and stockholders’ equity $ 806,371  § 87,086 $ 893,457




In January 2017, the Financial Accounting Standards Board (“FASB”) issued guidance codified in ASU 2017-04, Intangibles-Goodwill and Other (Topic
350) Simplifying the Test for Goodwill Impairment. Under this new guidance, an entity will no longer determine goodwill impairment by calculating the implied
fair value of goodwill by assigning the fair value of a reporting unit to all of its assets and liabilities as if that reporting unit had been acquired in a business
combination. Instead, an entity will compare the fair value of a reporting unit with its carrying amount and recognize an impairment charge for the amount by
which the carrying amount exceeds the reporting unit’s fair value. The Company adopted the guidance during the first quarter of 2019 with no impact to the
Company’s consolidated financial statements.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses: Measurement of Credit Losses on Financial Instruments, which amends
the impairment model by requiring entities to use a forward-looking approach based on expected losses to estimate credit losses on certain types of financial
instruments, including trade receivables. The standard is effective for the Company beginning in the first quarter of 2020. We are currently evaluating the expected
impact of ASU 2016-13 on our consolidated financial statements.

Significant Accounting Policies

During the nine months ended September 30, 2019, there have been no changes to our significant accounting policies as described in our Annual Report on
Form 10-K for the fiscal year ended December 31, 2018 except as described below and in Note 10. Derivatives and Hedging.

Leases - Lease liabilities represent the obligation to make lease payments and ROU assets represent the right to use the underlying asset during the lease
term. Lease liabilities and ROU assets are recognized at the commencement date of the lease based on the present value of lease payments over the lease term at
the commencement date. When the implicit rate is unknown, an incremental borrowing rate based on the information available at the commencement date is used
in determining the present value of the lease payments. Options to extend or terminate the lease are included in the determination of the lease term when it is
reasonably certain that the Company will exercise such options.

For certain classes of assets, the Company accounts for lease and non-lease components as a single lease component. Variable lease payments, including
those related to changes in the consumer price index, are recognized in the period in which the obligation for those payments are incurred and are not included in
the measurement of the ROU assets or lease liabilities. Short-term leases are excluded from the calculation of the ROU assets and lease liabilities.

Operating leases are included in right-of-use assets, operating lease liabilities and operating lease liabilities - non-current in the Consolidated Balance Sheet.
Finance leases are included in property, plant and equipment, net, other current liabilities and other non-current liabilities.

Note 2. Computation of Earnings Per Share

Basic earnings per share (“EPS”) is computed by dividing net income by the weighted-average number of common shares outstanding, including restricted
stock units (“RSUs”) vested during the period. Diluted EPS is computed based on the sum of the weighted average number of common shares and potentially
dilutive common shares outstanding during the period. Potentially dilutive common shares consist of shares issuable from stock options, unvested RSUs and the
3.25% Convertible Senior Notes due 2020 (“Convertible Senior Notes”). Potentially dilutive common shares from outstanding stock options and unvested RSUs
are determined using the average share price for each period under the treasury stock method. Potentially dilutive shares from the Convertible Senior Notes are
determined using the if-converted method. Under the provisions of the if-converted method, the Convertible Senior Notes are assumed to be converted and
included in the denominator of the EPS calculation and the interest expense, net of tax, recorded in connection with the Convertible Senior Notes is added back to
net income.

The Convertible Senior Notes have a dilutive impact when the average market price of the Company’s common stock exceeds the applicable conversion
price of the notes. The Senior Convertible Notes became convertible on March 31, 2018 and remained convertible through September 30, 2019.
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The following table reconciles net income and the weighted-average shares used in computing basic and diluted earnings per share (in thousands):

Numerator:
Net income used for basic earnings per share

Interest expense on Convertible Senior Notes, net of tax

Net income used for diluted earnings per share, if-converted method

Basic weighted-average common shares outstanding
Potentially dilutive shares issuable from Convertible Senior Notes

Potentially dilutive shares issuable from stock options and unvested RSUs
Diluted weighted-average common shares outstanding, if-converted

Potentially dilutive shares excluded from calculation due to anti-dilutive effect

Three Months Ended Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
16,181 10,822  $ 42,295 § 41,704
180 791 1,669 4,152
16,361 11,613 3 43,964 $ 45,856
41,642 39,290 40,520 37,490
410 1,825 1,282 3,193
1,154 1,774 1,249 1,784
43,206 42,889 43,051 42,467
223 — 198 161

Potentially dilutive shares excluded from the calculation above represent stock options when the combined exercise price and unrecognized stock-based
compensation are greater than the average market price for the Company’s common stock because their effect is anti-dilutive.

Note 3. Balance Sheet Account Details

Inventories

Inventories are stated at the lower of cost (first-in, first-out) or net realizable value. Inventories consisted of the following (in thousands):

Raw materials
Work-in-process (materials, labor and overhead)
Finished goods (materials, labor and overhead)

Total inventories

Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consist of the following (in thousands):

Other receivables
Prepaid expenses
Income taxes receivable
Other

Total prepaid expenses and other current assets

11

September 30, December 31,
2019 2018
$ 23,360 $ 24,292
20,888 21,280
17,494 21,807
$ 61,742 § 67,379
September 30, December 31,
2019 2018
$ 7215 $ 15,507
5,278 4,508
1,887 2,703
2,732 928
$ 17,112 § 23,646




Other Current Liabilities

Other current liabilities consist of the following (in thousands):

September 30, December 31,
2019 2018
Customer incentives $ 4267 $ 7,516
Income and other taxes payable 775 1,962
Customer deposits 1,884 —
Accrued interest 244 347
Other 3,304 3,167
Total other current liabilities $ 10,474 $ 12,992

Note 4. Income Taxes

The Company calculates its interim income tax provision in accordance with Accounting Standards Codification (“ASC”) 270, Interim Reporting, and ASC
740, Accounting for Income Taxes (together, “ASC 740”). At the end of each interim period, the Company estimates its annual effective tax rate and applies that
rate to its ordinary quarterly earnings to calculate the tax related to ordinary income. The tax effects for other items that are excluded from ordinary income are
discretely calculated and recognized in the period in which they occur.

On December 22, 2017, the Tax Cuts and Jobs Act (the “Tax Act”) was enacted into legislation, which includes a broad range of provisions affecting
businesses. The Tax Act significantly revised how companies compute their U.S. corporate tax liability by, among other provisions, reducing the corporate tax rate
from 35% to 21% for tax years beginning after December 31, 2017, implementing a territorial tax system, and requiring a mandatory one-time tax on U.S.-owned
undistributed foreign earnings and profits known as the transition tax.

The Company recognized an income tax provision of $1.3 million for the three months ended September 30, 2019 and an insignificant amount of income tax
benefit for the three months ended September 30, 2018. The Company’s 8% effective tax rate for the three months ended September 30, 2019 differed from the
federal statutory rate of 21% primarily due to the discrete impact of excess tax deductions from stock-based compensation and the benefit from research and
development (“R&D”) credits. The Company recognized an income tax provision of $2.4 million and income tax benefit of $1.1 million for the nine months ended
September 30, 2019 and 2018, respectively. The Company’s 5% effective tax rate for the nine months ended September 30, 2019 differed from the federal
statutory rate of 21% primarily due to the tax benefit recorded for excess tax benefits from stock-based compensation and the benefit from R&D credits.

The Company is subject to periodic audits by domestic and foreign tax authorities. Due to the carryforward of unutilized credit carryovers, the Company’s
federal tax years from 2009 and forward are subject to examination by the U.S. authorities. The Company’s state and foreign tax years for 2001 and forward are
subject to examination by applicable tax authorities. The Company believes that it has appropriate support for the income tax positions taken on its tax returns and
that its accruals for tax liabilities are adequate for all open years based on an assessment of many factors, including past experience and interpretations of tax laws
applied to the facts of each matter.

Note 5. Debt

Convertible Senior Notes

In December 2014, the Company issued $172.5 million aggregate principal amount of its 3.25% Convertible Senior Notes. Debt issuance costs of
approximately $5.1 million were primarily comprised of underwriters fees, legal, accounting and other professional fees, of which $4.2 million were recorded as a
reduction to long-term debt and are being amortized using the effective interest method to interest expense over the six-year term of the Convertible Senior Notes.
The remaining $0.9 million of debt issuance costs were allocated as a component of equity in additional paid-in capital. The implied interest rate of the Convertible
Senior Notes was 6.9%, assuming no conversion option. The Convertible Senior Notes mature on December 15, 2020.
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The Convertible Senior Notes are convertible into cash, shares of common stock, or a combination of cash and shares of common stock based on an initial
conversion rate, subject to adjustment, of 31.1891 shares per $1,000 principal amount of the Convertible Senior Notes (which represents an initial conversion price
of approximately 32.06 per share) in the following circumstances and to the following extent: (1) during any calendar quarter commencing after the calendar
quarter ending on March 31, 2015, if the last reported sales price of the Company’s common stock, for at least 20 trading days (whether or not consecutive) in the
period of 30 consecutive trading days ending on the last trading day of the calendar quarter immediately preceding the calendar quarter in which the conversion
occurs, is more than 130% of the conversion price of the notes in effect on each applicable trading day; (2) during the 5 consecutive business day period following
any 5 consecutive trading day period in which the trading price per $1,000 principal amount of the Convertible Senior Notes for each such trading day was less
than 98% of the product of the last reported sale price of the Company’s common stock and the conversion rate on each such day; or (3) upon the occurrence of
specified events described in the indenture for the Convertible Senior Notes. On or after September 15, 2020 until the close of business on the second scheduled
trading day immediately preceding the stated maturity date, holders may surrender their notes for conversion at any time, regardless of the foregoing
circumstances. If a fundamental change, as defined in the indenture for the Convertible Senior Notes, such as an acquisition, merger or liquidation of the Company,
occurs prior to the maturity date, subject to certain limitations, holders of the Convertible Senior Notes may require the Company to repurchase all or a portion of
their Convertible Senior Notes for cash at a repurchase price equal to 100% of the principal amount of the Convertible Senior Notes to be repurchased, plus any
accrued and unpaid interest to, but excluding, the repurchase date.

During the third quarter of 2019, the last reported sales price of the Company’s common stock was greater than 130% of the Convertible Senior Notes
conversion price for 20 or more of the 30 consecutive trading days preceding the quarter-end. Consequently, the Convertible Senior Notes were convertible as of
September 30, 2019. If the Convertible Senior Notes were converted as of September 30, 2019, the if-converted amount would exceed the principal by $0.4
million. The Convertible Senior Notes may be settled at the Company’s option in cash or a combination of cash and shares of common stock. Because the
settlement could be in cash, the Convertible Senior Notes have been classified as short-term debt as of September 30, 2019.

The Company pays 3.25% interest per annum on the principal amount of the Convertible Senior Notes semi-annually in arrears in cash on June 15 and
December 15 of each year. During the nine months ended September 30, 2019, the Company recorded total interest expense of $2.1 million related to the
Convertible Senior Notes, of which $1.1 million related to the amortization of the debt discount and issuance costs and $1.0 million related to the coupon due semi-
annually. During the nine months ended September 30, 2018, the Company recorded total interest expense of $5.2 million related to the Convertible Senior Notes
of which $2.7 million related to the amortization of the debt discount and issuance costs and $2.5 million related to the coupon due semi-annually.

The following table summarizes information about the equity and liability components of the Convertible Senior Notes (dollars in thousands). The fair values
of the respective notes outstanding were measured based on quoted market price and is a Level 2 measurement.

September 30, December 31,
2019 2018
Principal amount outstanding $ 13,131 $ 58,503
Unamortized discount of liability component (516) (3,637)
Unamortized debt issuance costs (69) (487)
Net carrying amount of liability component $ 12,546  § 54,379
Carrying value of equity component, net of issuance costs $ 2265 $ 10,092
Fair value of outstanding Convertible Senior Notes $ 25,756 $ 85,999
Remaining amortization period of discount on the liability component 1.3 years 2.0 years

Credit Agreement

On August 31, 2018, the Company entered into an Amended and Restated Credit Agreement (the “Credit Agreement”) which provides the Company with a
$175.0 million Revolving Credit Facility. The balance outstanding under the Revolving Credit Facility as of September 30, 2019 was $8.2 million. Such balance
was repaid in full in October 2019. The Credit Agreement has a term of five years and matures on August 31, 2023.
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Loans will bear interest at a rate equal to (i) the London Interbank Offered Rate (“LIBOR”) plus the “applicable rate” or (ii) the “base rate” (defined as the
highest of (a) the Bank of America prime rate, (b) the Federal Funds rate plus one-half of one percent and (c) LIBOR plus one percent) plus the “applicable rate.”
The initial applicable rate was 1.00% per annum for base rate loans and 2.00% per annum for LIBOR rate loans, and thereafter will be determined in accordance
with a pricing grid based on the Company’s Consolidated Leverage Ratio (as defined in the Credit Agreement) ranging from 1.75% to 2.50% per annum for
LIBOR rate loans and from 0.75% to 1.50% per annum for base rate loans. In addition, the Company pays a commitment fee on the unused portion of the Credit
Agreement based on the Company’s Consolidated Leverage Ratio ranging from 0.15% to 0.30% per annum.

The Credit Agreement is guaranteed by certain material domestic subsidiaries of the Company (the “Guarantors™) and is secured by liens on substantially all
of the assets of the Company and the Guarantors, excluding real property and certain other types of excluded assets, and contains affirmative and negative
covenants that are customary for credit agreements of this nature. The negative covenants include, among other things, limitations on asset sales, mergers,
indebtedness, liens, dividends and other distributions, investments and transactions with affiliates. The Credit Agreement contains two financial covenants:

(1) maximum Consolidated Leverage Ratio (as defined in the Credit Agreement) as of the last day of each fiscal quarter of 3.50 to 1.00, which ratio may be

increased to 4.50 to 1.00 in case of certain qualifying acquisitions; and (ii) a minimum Consolidated Fixed Charge Coverage Ratio (as defined in the Credit
Agreement) of 1.25 to 1.00 as of the end of any fiscal quarter for the most recently completed four fiscal quarters. The Company was in compliance with all
financial covenants as of September 30, 2019.

Interest expense recognized under the Credit Agreement including amortization of deferred issuance cost was $0.3 million and $1.4 million, respectively, for
the three and nine months ended September 30, 2019 and $1.2 million and $5.6 million, respectively, for the three and nine months ended September 30, 2018.

Note 6. Stockholders’ Equity
Issuances of Common Stock

A summary of the status of stock option activity for the nine months ended September 30, 2019 is as follows (in thousands, except price data):

Weighted-average
exercise price

Shares per share
Outstanding at December 31, 2018 1,877 § 21.53
Granted 169 59.18
Exercised (628) 17.28
Forfeited 3) 42.29
Outstanding at September 30, 2019 1,415 § 27.89

A summary of the status of restricted stock unit activity for the nine months ended September 30, 2019 is as follows (in thousands, except price data):

Weighted-average

Shares grant date fair value
Non-vested at December 31, 2018 676 $ 30.75
Granted 255 59.45
Vested (120) 25.28
Forfeited “4) 46.83
Non-vested at September 30, 2019 807 $ 40.52

During the nine months ended September 30, 2019, the Company issued 42,292 shares of common stock in connection with the Company’s employee stock
purchase plan (the “ESPP”).
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Stock-Based Compensation

The expense related to the Company’s stock-based compensation plans included in the accompanying Consolidated Statements of Income was as follows (in
thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
Cost of sales $ 265 $ 255  $ 807 $ 751
Research and development 573 539 1,682 1,732
Sales and marketing 827 686 2,850 2,199
General and administrative 1,459 1,295 4,745 4,508
Total stock-based compensation expense $ 3,124 $ 2,775 $ 10,084 $ 9,190

As of September 30, 2019, total unrecognized compensation expense was $26.4 million, which is expected to be recognized over a weighted-average period
of approximately 1.95 years.

The estimated fair value of each stock option was determined on the date of grant using the Black-Scholes option valuation model with the following
weighted-average assumptions for the option grants.

Nine Months Ended
September 30,
2019 2018
Risk-free interest rate 2.51% 2.49%
Expected option life (in years) 5.7 6.3
Volatility rate 39% 36%
Dividend rate 0% 0%
Weighted-average grant date fair value $ 23.67 $ 18.76

The fair value of RSUs is determined based on the closing market price of the Company’s common stock on the grant date. The weighted-average fair value
of RSUs granted during the nine months ended September 30, 2019 and 2018 was $59.45 and $49.45, respectively.

Compensation expense capitalized to inventory and compensation expense related to the Company’s ESPP were not material for the three and nine months
ended September 30, 2019 or 2018.

Note 7. Industry and Geographic Information

The Company operates in one reportable segment. Sales to customers outside the U.S. represented $129.0 million (34%) and $124.3 million (32%) of total
revenue for the nine months ended September 30, 2019 and 2018, respectively. As of September 30, 2019 and December 31, 2018, accounts receivable due from
foreign customers were $19.8 million and $23.4 million, respectively.

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

Nine Months Ended

September 30,
2019 2018
Customer:
A 17% 17%
B 15% 14%
C 13% 12%
Total: 45% 43%

As of September 30, 2019 and December 31, 2018, accounts receivable from customers with balances due in excess of 10% of total accounts receivable
totaled $51.7 million and $33.3 million, respectively.

Consolidated total revenues by product category for the three and nine months ended September 30, 2019 and 2018 were as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2019 2018 2019 2018
Rapid Immunoassay $ 42,534 $ 35,366 $ 126,800 $ 132,740

Cardiac Immunoassay 66,820 65,287 200,674 203,581



Specialized Diagnostic Solutions 12,455 12,294 40,595 39,859
Molecular Diagnostic Solutions 4,683 4,452 14,643 13,517
Total revenues $ 126,492 § 117,399 $ 382,712  $ 389,697

Note 8. Commitments and Contingencies

Leases

We lease administrative, research and development, sales and marketing and manufacturing facilities and certain equipment under various non-cancelable
lease agreements. Facility leases generally provide for periodic rent increases, and may contain clauses for rent escalation, renewal options or early termination.
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The components of lease expense and supplemental cash flow information related to leases were as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, 2019 September 30, 2019
Finance lease ROU asset amortization $ 83 § 230
Finance lease interest expense 209 629
Total finance lease costs 292 859
Operating lease costs 2,483 7,490
Total lease costs $ 2,775 $ 8,349
Cash paid for amounts included in the measurement of operating lease liabilities:
Operating cash flows from operating leases $ 2,303 $ 6,887
Operating cash flows from finance leases $ 209 $ 629
Right-of-use assets obtained in exchange for new lease liabilities:
Operating leases $ 62 $ 390
Finance leases $ —  $ 1,369

Commitments for minimum rentals under non-cancelable leases as of September 30, 2019 are as follows (dollars in thousands):

Years ending December 31, Operating Finance
2019 $ 2,300 $ 314
2020 9,378 1,264
2021 9,552 1,272
2022 8,544 1,282
2023 8,172 1,293
Thereafter 76,565 3,203
Total lease payments 114,511 8,628
Less: imputed interest (27,989) (3,670)
Total 86,522 4,958
Less: current portion (5,598) (458)
Non-current portion $ 80,924  $ 4,500
Weighted average remaining lease term 12.3 years 5.8 years
Weighted average discount rate 4% 18%

Summers Ridge Lease — The Company leases two of the four buildings that are located on the Summers Ridge Property in San Diego, California with an
initial term of 15 years beginning as of January 2018. Such lease includes options to extend the lease for two additional five-year terms upon satisfaction of certain
conditions, which have not been included in the determination of the lease term. The lease is subject to certain must-take provisions related to the remaining two
additional buildings. One building is subject to the expiration of the lease with its current tenant for which the expiration date is not yet known. The lease for the
remaining building will commence in the fourth quarter of 2019 at which time the Company expects to relocate its headquarters into the facility. The minimum
lease payments for this building during the lease term are $18.3 million. As a result of the relocation, the Company recorded an impairment charge of $1.1 million
during the three and nine months ended September 30, 2019 related to the right-of-use asset and leasehold improvements for the existing headquarters facility.
Such impairment loss was measured using discounted cash flows and available market data and recorded within acquisition and integration costs in the
accompanying Consolidated Statements of Income.

McKellar Court Lease — In 1999, the Company completed a sale and leaseback transaction of its San Diego facility at McKellar Court to a partnership for
which the Company is a 25% limited partner. The partnership is deemed to be a variable interest entity (VIE). The Company is not, however, the primary
beneficiary of the VIE as it does not have the power to direct the activities of the partnership and does not have the obligation to absorb losses or receive benefits of
the partnership that
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could potentially be significant to the partnership. The McKellar Court lease ends in December 2020 and contains options to extend the lease for three additional
five-year periods, of which one five-year period is included in the determination of the lease term.

Litigation and Other Legal Proceedings

In Beckman Coulter Inc. v. Quidel Corporation, which was filed in the Superior Court for the County of San Diego, California, on November 27, 2017,
Beckman Coulter (“Beckman”) alleges that a provision of an agreement between Quidel and Beckman violates state antitrust laws. Our acquisition of the B-type
Naturietic Peptide assay business (“BNP Business™) consisted of assets and liabilities relating to a contractual arrangement with Beckman (the “Beckman
Agreement”) for the supply of antibodies and other inputs related to, and distribution of, the Triage® BNP Test for the Beckman Coulter Access Family of
Immunoassay Systems. The Beckman Agreement further provides that Beckman, for a specified period, cannot research, develop, manufacture or sell an assay for
use in the diagnosis of cardiac diseases that measures or detects the presence or absence of BNP or NT-pro-BNP (a related biomarker) (the “Exclusivity
Provision”). In the lawsuit, Beckman asserts that this provision violates certain state antitrust laws and is unenforceable. Beckman contends that it has suffered
damages due to this provision and seeks a declaration that this provision is void.

On December 7, 2018, the trial court granted a motion by Beckman for summary adjudication, holding that the Exclusivity Provision is void under California
law (the “December 7 Order”). On December 18, 2018, the trial court stayed the effect of the December 7 Order pending a decision on a writ petition Quidel
intended to file with the Court of Appeal. Quidel filed its writ petition on January 18, 2019, asking the Court of Appeal to review and reverse the December 7
Order. On February 7, 2019, the trial court stayed all the remaining litigation pending the outcome of the writ petition and vacated all deadlines in the case.

On March 14, 2019, the Court of Appeal issued an order to show cause why the relief sought in Quidel’s petition should not be granted. The Court also
stayed the December 7 Order pending a further order from the Court of Appeal. On August 29, 2019, the Court of Appeal issued a written decision ruling in
Quidel’s favor and overturning the December 7 Order. Beckman challenged the Court of Appeal’s ruling with a petition for rehearing on September 10, 2019,
which was denied on September 13, 2019.

On October 1, 2019, Beckman filed a petition for review of the Court of Appeal’s ruling with the Supreme Court of California (the “Supreme Court”). On
October 21, 2019, we filed an answer to Beckman’s petition for review. Beckman has 10 days to file a response to our reply and we expect the Supreme Court to
decide whether to grant or deny review of the Court of Appeal ruling by the end of 2019.

Quidel denies that the Exclusivity Provision is unlawful, denies any liability with respect to this matter, and intends to vigorously defend itself. There are
multiple factors that prevent us from being able to estimate the amount of loss, if any, that may result from this matter including: (1) we are vigorously defending
ourselves and believe that we have a number of meritorious legal defenses; (2) there are unresolved questions of law and fact that could be important to the
ultimate resolution of this matter, some of which are subject to potential review by the Supreme Court; and (3) discovery is ongoing. Accordingly, at this time, we
are not able to estimate a possible loss or range of loss that may result from this matter or to determine whether such loss, if any, would have a material adverse
effect on our financial condition, results of operations or liquidity.

From time to time, the Company is involved in other litigation and proceedings, including matters related to product liability claims, commercial disputes
and intellectual property claims, as well as regulatory, employment, and other claims related to our business. The Company accrues for legal claims when, and to
the extent that, amounts associated with the claims become probable and are reasonably estimable. The actual costs of resolving legal claims may be substantially
higher or lower than the amounts accrued for those claims. For those matters as to which we are not able to estimate a possible loss or range of loss, we are not able
to determine whether the loss will have a material adverse effect on our business, financial condition or results of operations or liquidity. No accrual has been
recorded as of September 30, 2019 and December 31, 2018 related to such matters as they are not probable and/or reasonably estimable.

Management believes that all such current legal actions, in the aggregate, will not have a material adverse effect on the Company. However, the resolution
of, or increase in any accruals for, one or more matters may have a material adverse effect on the Company’s results of operations and cash flows.

The Company also maintains insurance, including coverage for product liability claims, in amounts that management believes are appropriate given the
nature of its business.

Note 9. Fair Value Measurements

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

September 30, 2019 December 31, 2018
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Assets:

Derivative assets $ — 3 1,119 $ — 3 1,119 $ — 3 — 3 —  § —
Total assets measured at fair
value $ — 3 1,119 $ — 1,119 $ —  $ — 3 — 3 —
Liabilities:

Contingent consideration ~ $ — 3 — 3 15,694 $ 15,694 $ — 3 — 3 19,112  $ 19,112

Deferred consideration — 149,510 — 149,510 — 187,158 — 187,158
Total liabilities measured at fair
value $ — $§ 149,510 $ 15,694 $§ 165204 $ — $ 187,158 § 19,112 $ 206,270

There were no transfers of assets or liabilities between Level 1, Level 2 and Level 3 categories of the fair value hierarchy during the three and nine-month
periods ended September 30, 2019 and the year ended December 31, 2018.

Derivative financial instruments are measured based on observable inputs that are corroborated by market data. Observable inputs include broker quotes and
daily market foreign currency rates and forward pricing curves.
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In connection with the acquisition of the BNP Business, the Company pays annual installments of $40.0 million each in deferred consideration through April
2023 and up to $8.0 million each in contingent consideration through April 2022. The fair value of the deferred consideration is calculated based on the net present
value of cash payments using an estimated borrowing rate based on a quoted price for a similar liability. The Company recorded $6.4 million for the accretion of
interest on the deferred consideration during the nine months ended September 30, 2019. The fair value of contingent consideration is calculated using a discounted
probability weighted valuation model. Significant assumptions used in the measurement include revenue projections and discount rates that are not observed in the
market and thus represent Level 3 measurements. Adjustments to fair value are recorded in general and administrative expenses in the Consolidated Statements of
Income.

Changes in estimated fair value of contingent consideration liabilities from December 31, 2018 through September 30, 2019 were as follows (in thousands):

Contingent consideration liabilities
(Level 3 measurement)

Balance at December 31, 2018 $ 19,112
Cash payments (4,044)
Loss recorded for fair value adjustments 626
Balance at September 30, 2019 $ 15,694

Note 10. Derivatives and Hedging

In the normal course of business, the Company is exposed to gains and losses resulting from fluctuations in foreign currency exchange rates. As part of its
strategy to manage the level of exposure to the risk of fluctuations in foreign currency exchange rates, the Company uses designated cash flow hedges in the form
of foreign currency forward contracts to mitigate the impact of foreign currency translation on transactions that are denominated primarily in the Euro and the
Chinese Yuan. All hedging relationships for all derivative hedges and the underlying hedged items, as well as the risk management objectives and strategies for
undertaking the hedge transactions, are formally documented. The Company does not use any derivative financial instruments for trading or other speculative
purposes.

Such forward foreign currency contracts are carried at fair value in prepaid expenses and other current assets or other current liabilities depending on the
unrealized gain or loss position of the hedged contract as of the balance sheet date. Changes in the value of the derivatives are recorded to other comprehensive
income (loss) until the underlying hedged item is recognized in earnings, or the derivative no longer qualifies as a highly effective hedge. The cash flows from
derivatives treated as hedges are classified in the Consolidated Statements of Cash Flows in the same category as the item being hedged.

The notional principal amounts for outstanding derivative instruments provide one measure of the transaction volume outstanding and do not represent the
amount of our exposure to credit or market loss. Credit risk represents our gross exposure to potential accounting loss on derivative instruments that are
outstanding or unsettled if all counterparties failed to perform according to the terms of the contract, based on then-current currency exchange rates at each
respective date. We generally enter into master netting arrangements, which reduces credit risk by permitting net settlement of transactions with the same
counterparty. We present our derivative assets and derivative liabilities at their net fair values. We did not have any derivative instruments with credit-risk related
contingent features that would require us to post collateral.

The following table summarizes the fair value and notional amounts of the foreign currency forward contracts as of September 30, 2019 (in thousands):

September 30, 2019

Notional Amount Fair Value, Net

Prepaid expenses and other current assets $ 27,436 $ 1,119
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ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

9 ¢

In this Quarterly Report, all references to “we,” “our” and “us” refer to Quidel Corporation and its subsidiaries.

Future Uncertainties and Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of the federal securities laws that involve material risks,
assumptions and uncertainties. Many possible events or factors could affect our future financial results and performance, such that our actual results and
performance may differ materially from those that may be described or implied in the forward-looking statements. As such, no forward-looking statement can be
guaranteed. Differences in actual results and performance may arise as a result of a number of factors including, without limitation: adverse changes in competitive
conditions in domestic and international markets, the reimbursement system currently in place and future changes to that system, changes in economic conditions
in our domestic and international markets, lower than anticipated market penetration of our products, our reliance on sales of our influenza diagnostic tests,
fluctuations in our operating results resulting from the timing of the onset, length and severity of cold and flu seasons, seasonality, government and media attention
focused on influenza and the related potential impact on humans from novel influenza viruses, the quantity of our product in our distributors’ inventory or
distribution channels, changes in the buying patterns of our distributors, and changes in the healthcare market and consolidation of our customer base; our
development, acquisition and protection of proprietary technology rights; our development of new technologies, products and markets; our reliance on a limited
number of key distributors; our exposure to claims and litigation that could result in significant expenses and could ultimately result in an unfavorable outcome for
us, including the ongoing litigation between us and Beckman Coulter, Inc.; intellectual property risks, including but not limited to, infringement litigation; our need
for additional funds to finance our capital or operating needs; the financial soundness of our customers and suppliers; acceptance of our products among physicians
and other healthcare providers; competition with other providers of diagnostic products; failures or delays in receipt of new product reviews or related to currently-
marketed products by the U.S. Food and Drug Administration (the “FDA”) or other regulatory authorities or loss of any previously received regulatory approvals
or clearances or other adverse actions by regulatory authorities; changes in government policies; costs of and adverse operational impact from failure to comply
with government regulations in addition to FDA regulations; compliance with government regulations relating to the handling, storage and disposal of hazardous
substances; third-party reimbursement policies and potential cost constraints; our failure to comply with laws and regulations relating to billing and payment for
healthcare services; our ability to meet demand for our products; interruptions in our supply of raw materials; product defects; business risks not covered by
insurance; costs and disruptions from failures in our information technology and storage systems; our exposure to data corruption, cyber-based attacks, security
breaches and privacy violations; competition for and loss of management and key personnel; international risks, including but not limited to, compliance with
product registration requirements, compliance with legal requirements, tariffs, exposure to currency exchange fluctuations and foreign currency exchange risk,
longer payment cycles, lower selling prices and greater difficulty in collecting accounts receivable, reduced protection of intellectual property rights, social,
political and economic instability, increased financial accounting and reporting burdens and complexities, taxes, and diversion of lower priced international
products into U.S. markets; changes in tax rates and exposure to additional tax liabilities or assessments; risks relating to our acquisition and integration of the
Triage MeterPro Cardiovascular and toxicology business and B-type Naturietic Peptide assay business (the “Triage and BNP Businesses”); Alere’s failure to
perform under various transition agreements relating to our acquisition of the Triage and BNP Businesses; that we may incur substantial costs to build our
information technology infrastructure to transition the Triage and BNP Businesses; that we may have to write off goodwill relating to our acquisition of the Triage
and BNP Businesses; our ability to manage our growth strategy; the level of our indebtedness and deferred payment obligations; our ability to generate sufficient
cash to meet our debt service and deferred and contingent payment obligations and our ability to repay, renew or extend, our outstanding debt and its impact on our
operations and our ability to obtain financing; that our Revolving Credit Facility is secured by substantially all of our assets; the agreements for our indebtedness
place operating and financial restrictions on us and our ability to operate our business; that an event of default could trigger acceleration of our outstanding
indebtedness; that we may incur additional indebtedness; increases in interest rate relating to our variable rate debt; dilution resulting from future sales of our
equity; volatility in our stock price; provisions in our charter documents, Delaware law and the indenture governing our Convertible Senior Notes that might delay
or impede stockholder actions with respect to business combinations or similar transactions; our intention of not paying dividends; and our ability to identify and
successfully acquire and integrate potential acquisition targets. Forward-looking statements typically are identified by the use of terms such as “may,” “will,”
“should,” “might,” “expect,” “anticipate,” “estimate,” “plan,” “intend,” “goal,” “project,” “strategy,” “future,” and similar words, although some forward-looking
statements are expressed differently. Forward-looking statements in this Quarterly Report include, among others, statements concerning: our outlook for the
remainder of 2019 regarding our strategy, revenue growth, gross margins and earnings, including the sources of expected growth; that we expect to continue to
make substantial expenditures for research and development activities; the nature and amount of projected capital expenditures for the remainder of 2019 and our
source of funds for such expenditures; the sufficiency of our liquidity and capital resources; our strategy, goals, initiatives and objectives; our strategy, exposure to,
and defenses against, claims and litigation, including the pending litigation
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with Beckman; the sufficiency of our liquidity and our short-term needs for capital; the sufficiency of our insurance coverage; that we may incur additional debt or
issue additional equity; and our intention to continue to evaluate technology, product lines and acquisition opportunities. The risks described under “Risk Factors”
in Item 1A of our Annual Report on Form 10-K for the year ended December 31, 2018, and elsewhere herein and in reports and registration statements that we file
with the Securities and Exchange Commission (the “SEC”) from time to time, should be carefully considered. You are cautioned not to place undue reliance on
these forward-looking statements, which reflect management’s analysis only as of the date of this Quarterly Report. Except as required by law, we undertake no
obligation to publicly release the results of any revision or update of these forward-looking statements, whether as a result of new information, future events or
otherwise.

The following should be read in conjunction with the Consolidated Financial Statements and Notes thereto beginning on page 3 of this Quarterly Report.

Overview

We have a leadership position in the development, manufacturing and marketing of rapid diagnostic testing solutions. These diagnostic testing solutions are
separated into our four product categories: rapid immunoassay, cardiac immunoassay, specialized diagnostic solutions and molecular diagnostic solutions. We sell
our products directly to end users and distributors, in each case, for professional use in physician offices, hospitals, clinical laboratories, reference laboratories,
urgent care clinics, leading universities, retail clinics, pharmacies and wellness screening centers. We market our products through a network of distributors and
through a direct sales force. The Company operates in one business segment that develops, manufactures and markets our four product categories.

Outlook

We anticipate revenue to grow during the remainder of 2019 with a related positive impact on gross margin and earnings. This growth is expected to be
driven primarily by sales of our Cardiac Immunoassays, Sofia Immunoassays and Molecular Diagnostic Solutions. In addition, we expect continued and significant
investment in research and development activities as we develop our next generation immunoassay and molecular platforms. We will continue our focus on
prudently managing our business and delivering solid financial results, while at the same time striving to continue to introduce new products to the market and
maintaining our emphasis on research and development investments for longer term growth. Finally, we will continue to evaluate opportunities to acquire new
product lines, technologies and companies.

Three months ended September 30, 2019 compared to the three months ended September 30, 2018
Total Revenues

The following table compares total revenues for the three months ended September 30, 2019 and 2018 (in thousands, except percentages):

Three Months Ended
September 30, Increase (Decrease)
2019 2018 $ %
Rapid Immunoassay $ 42,534  $ 35,366 $ 7,168 20%
Cardiac Immunoassay 66,820 65,287 1,533 2%
Specialized Diagnostic Solutions 12,455 12,294 161 1%
Molecular Diagnostic Solutions 4,683 4,452 231 5%
Total revenues $ 126,492 § 117,399 § 9,093 8%

For the three months ended September 30, 2019, total revenue increased to $126.5 million from $117.4 million in the prior period. The increase in total
revenues was primarily due to higher Rapid Immunoassay sales, particularly respiratory products. In addition, we realized increased Cardiac Immunoassay sales
driven primarily by the Asia Pacific region.

Gross Profit

Gross profit increased to $75.9 million, or 60% of revenue for the three months ended September 30, 2019, compared to $69.6 million, or 59% of revenue
for the three months ended September 30, 2018. The increased gross profit was driven by higher sales volumes as well as improved product mix, partially offset by
lower factory overhead absorption. Gross margin increased compared to the same period in the prior year due to improved product mix and lower scrap expense,
partially offset by lower factory overhead absorption.
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Operating Expenses

The following table compares operating expenses for the three months ended September 30, 2019 and 2018 (in thousands, except percentages):

Three Months Ended

September 30,
2019 2018
Increase (Decrease)
Operating As a % of Operating As a % of
expenses total revenues expenses total revenues $ %
Research and development $ 11,976 9% $ 13,103 1% $ (1,127) 9)%
Sales and marketing $ 26,599 21%  § 26,504 23%  § 95 0%
General and administrative $ 12,146 10% $ 10,620 9% $ 1,526 14 %
Acquisition and integration costs $ 4,456 4% $ 2,521 2% $ 1,935 77 %

Research and Development Expense

Research and development expense for the three months ended September 30, 2019 decreased from $13.1 million to $12.0 million due primarily to lower
spending on projects related to Cardiovascular and Solana platforms, as they were largely completed in 2018. Such decreases were partially offset by higher spend
on projects related to the Sofia and Savanna platforms.

Research and development expenses include direct external costs such as fees paid to third-party contractors and consultants, and internal direct and indirect
costs such as compensation and other expenses for research and development personnel, supplies and materials, clinical trials and studies, facility costs and
depreciation.

Sales and Marketing Expense

Sales and marketing expense for the three months ended September 30, 2019 increased slightly from $26.5 million to $26.6 million due to higher employee-
related costs, mostly offset by lower transition service fees as we complete the globalization of our commercial team.

General and Administrative Expense

General and administrative expense for the three months ended September 30, 2019 increased from $10.6 million to $12.1 million compared with the prior
year period primarily due to increased facilities costs from the expansion required to integrate the acquired Cardiovascular business and professional service fees
incurred in the period, partially offset by lower transition service fees.

Acquisition and Integration Costs

Acquisition and integration costs for the three months ended September 30, 2019 increased from $2.5 million to $4.5 million compared with the prior year
period primarily due to the impairment loss related to the transition of our headquarter facility and professional service fees.

Other Expense, Net

Interest expense, net primarily relates to accretion of interest on the deferred consideration related to the BNP Business, coupon and accretion interest related
to our Convertible Senior Notes and interest and amortization of deferred financing costs associated with the Credit Agreement. The decrease in interest expense of
$1.6 million over the prior year was primarily due to lower debt balances under the Company’s Credit Agreement and Convertible Senior Notes and lower deferred
consideration liability outstanding. See further discussion in Note 5 of the Notes to the Consolidated Financial Statements in this Quarterly Report.

During the three months ended September 30, 2018, the Company recorded loss on extinguishment of debt of $1.3 million related to the modification of the
Senior Credit Agreement and the resulting write-off of certain previously capitalized costs relating to the previous term loan.
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Income Taxes

For the three months ended September 30, 2019, we had an income tax expense of $1.3 million compared to an insignificant income tax benefit for the three
months ended September 30, 2018. The tax benefit for the three months ended September 30, 2018 included the impact the Company’s valuation allowance offset
by the discrete impact of excess tax benefits from stock-based compensation. For the three months ended September 30, 2019, the Company has no valuation

allowance; however the discrete tax benefits for this quarter are lower compared to the same quarter in the prior year.

Nine months ended September 30, 2019 compared to the nine months ended September 30, 2018
Total Revenues

The following table compares total revenues for the nine months ended September 30, 2019 and 2018 (in thousands, except percentages):

Nine Months Ended
September 30, Increase (Decrease)
2019 2018 $ %
Rapid Immunoassay $ 126,800 $ 132,740 $ (5,940) 4%
Cardiac Immunoassay 200,674 203,581 (2,907) (%
Specialized Diagnostic Solutions 40,595 39,859 736 2%
Molecular Diagnostic Solutions 14,643 13,517 1,126 8 %
Total revenues $ 382,712 $ 389,697 $ (6,985) )%

For the nine months ended September 30, 2019, total revenue decreased to $382.7 million from $389.7 million in the prior year. The decrease in total

revenues was driven primarily by lower Rapid Immunoassay sales as compared with the robust respiratory season in the prior year. Cardiac Immunoassay sales
declined from the prior year due to the currency impact of a strengthening U.S. dollar, less favorable geographic mix and lower selling prices as we transition
portions of the global business to distribution. The decreases were partially offset by increases in Molecular Diagnostic Solutions and Specialized Diagnostic

Solutions.

Gross Profit

Gross profit decreased to $226.0 million, or 59% of revenue for the nine months ended September 30, 2019, compared to $233.6 million, or 60% of revenue

for the nine months ended September 30, 2018. The decreased gross profit was mainly driven by lower factory overhead absorption, unfavorable currency

fluctuation and lower sales volumes. This was partially offset by the inventory step-up amortization during the nine months ended September 30, 2018 that did not

recur during the nine months ended September 30, 2019. Gross margin declined compared to the same period in the prior year due to the same factors.

Operating Expenses

The following table compares operating expenses for the nine months ended September 30, 2019 and 2018 (in thousands, except percentages):

Nine Months Ended

September 30,
2019 2018
Operating As a % of Operating As a % of Tncrease (Decrease)
expenses total revenues expenses total revenues $ %
Research and development $ 37,629 10% $ 39,008 10% $ (1,379) )%
Sales and marketing $ 83,114 22% $ 82,607 21%  $ 507 1%
General and administrative $ 38,453 10% $ 32,652 8% $ 5,801 18 %
Acquisition and integration costs $ 9,116 2% $ 10,923 3% $ (1,807) 17)%
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Research and Development Expense

Research and development expense for the nine months ended September 30, 2019 decreased from $39.0 million to $37.6 million due primarily to lower
spending on projects related to Cardiovascular and Solana platforms, as they were largely completed in 2018. Such decreases were partially offset by higher spend
on projects related to the Sofia and Savanna platforms.

Research and development expenses include direct external costs such as fees paid to consultants, and internal direct and indirect costs such as compensation
and other expenses for research and development personnel, supplies and materials, clinical trials and studies, facility costs and depreciation.

Sales and Marketing Expense

Sales and marketing expense for the nine months ended September 30, 2019 increased $0.5 million to $83.1 million compared with the prior year, primarily
due to higher employee-related costs, partially offset by lower transition service fees as we complete the globalization of our commercial team.

General and Administrative Expense

General and administrative expense for the nine months ended September 30, 2019 increased from $32.7 million to $38.5 million compared with the prior
year period, due to increased facilities and compensation costs from international expansion, and professional service fees incurred in the period. The increase was
partially offset by lower transition service fees.

Acquisition and Integration Costs

Acquisition and integration costs for the nine months ended September 30, 2019 decreased from $10.9 million to $9.1 million as more of the global
operations became fully integrated into the business. Such decline was partially offset by an impairment loss related to the transition of our headquarter facility and
acquisition-related professional service fees.

Other Expense, net

Interest expense, net was $12.2 million and $19.5 million for the nine months ended September 30, 2019 and 2018, respectively. Interest expense, net
primarily relates to accretion of interest on the deferred consideration, coupon and accretion of interest related to our Convertible Senior Notes and interest and
amortization of deferred financing costs associated with the debt outstanding under our Credit Agreement. The decrease in interest expense of $7.2 million over the
prior year was primarily due to lower debt balances under the Company’s Revolving Credit Facility and Convertible Senior Notes and lower deferred consideration
liability outstanding. Loss on extinguishment of debt of $0.7 million for the nine months ended September 30, 2019 relates to the extinguishment of $45.4 million
in aggregate principal of the Convertible Senior Notes in exchange for the Company’s common stock during the period.

Loss on extinguishment of debt of $8.3 million during the nine months ended September 30, 2018 relates to the $161.8 million early payment on the
previous term loan and the extinguishment of $108.8 million in aggregate principal of the Convertible Senior Notes in exchange for the Company's common stock
during the period.

Income Taxes

For the nine months ended September 30, 2019 and 2018, we recognized income tax expense of $2.4 million and income tax benefit of $1.1 million,
respectively. The primary drivers of the income tax benefit in the nine months ended September 30, 2018 are the excess tax benefits from stock-based
compensation and the partial release of the Company’s valuation allowance. In the nine months ended September 30, 2019, the company did not have any tax
impacts from valuation allowance and the excess tax benefits from stock-based compensation were lower as compared to the same period in the prior year.

23



Liquidity and Capital Resources

As of September 30, 2019 and December 31, 2018, the principal sources of liquidity consisted of the following (in thousands):

September 30, December 31,
2019 2018
Cash and cash equivalents $ 28,914 3§ 43,695
Amount available to borrow under the Revolving Credit Facility $ 166,812  $ 121,812
Working capital including cash and cash equivalents $ 58,242  $ 33,662
Adjusted working capital (1) $ 70,788 $ 88,041

(1) The Convertible Senior Notes of $12.5 million and $54.4 million as of September 30, 2019 and December 31, 2018 respectively are excluded from the adjusted
working capital amount as such notes may be settled at the Company’s option in cash or a combination of cash and shares of common stock.

As of September 30, 2019, we had $28.9 million in cash and cash equivalents, a $14.8 million decrease from December 31, 2018. Our cash requirements
fluctuate as a result of numerous factors, such as cash generated from operations, progress in research and development projects, asset acquisitions, technological
development spend and the time and expenditures required to obtain governmental approval of our products. In addition, we intend to continue to evaluate
candidates for new product lines, company or technology acquisitions or technology licensing. If we decide to proceed with any such transactions, we may need to
incur additional debt, or issue additional equity, to successfully complete such transactions.

Our primary source of liquidity, other than our holdings of cash and cash equivalents, has been cash flows from operations, debt financings and proceeds
from issuance of common stock. Cash generated from operations provides us with the financial flexibility we need to meet normal operating, investing and
financing needs. We anticipate that our current cash and cash equivalents, together with cash provided by operating activities as well as access to funds from our
Revolving Credit Facility will be sufficient to fund our near-term capital and operating needs for at least the next 12 months. Normal operating needs include the
planned costs to operate our business, including amounts required to fund working capital and capital expenditures. Our primary short-term needs for capital,
which are subject to change, include expenditures related to:

*  support of commercialization efforts related to our current and future products, including support of our direct sales force and field support resources
both in the United States and abroad;

* interest on and repayments of our Convertible Senior Notes, Revolving Credit Facility, deferred consideration, contingent consideration and lease
obligations;

* the continued advancement of research and development efforts;
* acquisitions of equipment and other fixed assets for use in our current and future manufacturing and research and development facilities; and
*  potential strategic acquisitions and investments.

Our Convertible Senior Notes due in 2020 have a coupon rate of 3.25% and are convertible as of September 30, 2019. The principal balance outstanding as
of September 30, 2019 was $13.1 million. Our Revolving Credit Facility has a principal balance outstanding of $8.2 million as of September 30, 2019, which was
fully repaid in October 2019. See Note 5 of the Notes to Consolidated Financial Statements in Part I, Item 1 of this Quarterly Report for further discussion of the
Convertible Senior Notes and the Revolving Credit Facility.

As of September 30, 2019, we have $165.2 million of deferred and contingent considerations associated with prior acquisitions to be settled in future periods.

We expect our revenue and operating expenses will significantly impact our cash management decisions. Our future capital requirements and the adequacy
of our available funds to service our long-term debt and to fund working capital expenditures and business development efforts will depend on many factors,
including:

e our ability to realize revenue growth from our new technologies and create innovative products in our markets;
*  our ability to leverage our operating expenses to realize operating profits as we grow revenue;
*  competing technological and market developments;

*  the need to enter into collaborations with other companies or acquire other companies or technologies to enhance or complement our product and
service offerings;

*  our outstanding debt and covenant restrictions; and
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«  our ability to successfully integrate acquired businesses.

Cash Flow Summary

Nine Months Ended
September 30,
2019 2018
Net cash provided by operating activities: $ 86,761 § 93,128
Net cash (used for) provided by investing activities: (18,716) 123,769
Net cash (used for) financing activities: (82,783) (214,474)
Effect of exchange rates on cash (43) 185
Net (decrease) increase in cash and cash equivalents $ (14,781) $ 2,608

Cash provided by operating activities of $86.8 million during the nine months ended September 30, 2019 reflects net income of $42.3 million and non-cash
adjustments of $57.1 million primarily associated with depreciation, amortization, stock-based compensation and accretion of interest on deferred consideration. In
addition, we used cash to fund our working capital requirements of $10.4 million, primarily driven by an increase in accounts receivable. For the nine months
ended September 30, 2018, cash provided by operating activities of $93.1 million reflected net income of $41.7 million and non-cash adjustments of $67.2 million
associated with depreciation, amortization, stock-based compensation, loss on extinguishment of debt and accretion of interest on deferred consideration. In
addition, we used cash to fund our working capital requirements of $19.3 million, primarily driven by changes in receivables related to our transition services
agreements and income tax receivable.

Our investing activities used $18.7 million during the nine months ended September 30, 2019 primarily related to payments for computer equipment,
building improvements, Sofia, Solana and Triage instruments available for lease and manufacturing equipment. Our investing activities provided $123.8 million
during the nine months ended September 30, 2018 primarily from the sale of the Summers Ridge property for approximately $146.6 million. Additionally, we used
$22.9 million to acquire production equipment, building improvements and Sofia, Solana and Triage instruments available for lease.

We are currently planning approximately $11.0 million in capital expenditures for the remainder of 2019. The primary purpose for our capital expenditures is
to implement facility improvements, to acquire manufacturing and scientific equipment, to purchase or develop information technology and to acquire Sofia,
Solana and Triage instruments. We plan to fund these capital expenditures with the cash on our balance sheet.

Cash used by financing activities was $82.8 million during the nine months ended September 30, 2019 primarily related to the payments of deferred
consideration of $44.0 million, Revolving Credit Facility of $45.0 million and acquisition contingent consideration of $4.0 million as well as repurchases of
common stock of $1.9 million, partially offset by proceeds from issuance of stock of $13.2 million from stock option exercises. Cash used by financing activities
of $214.5 million during the nine months ended September 30, 2018 primarily related to payments on the Company’s previous term loan of $161.8 million,
payments on deferred consideration of $46.0 million, payments on the Revolving Credit Facility of $10.0 million, payments on acquisition contingent
consideration of $6.3 million, repurchases of common stock of $3.8 million and $2.0 million of transaction costs related to the exchange of convertible notes for
common stock, partially offset by proceeds from issuance of stock of $16.0 million from stock option exercises.

Seasonality

Sales of our respiratory products are subject to, and significantly affected by, the seasonal demands of the cold and flu seasons, prevalent during the fall and
winter. As a result of these seasonal demands, we typically experience lower sales volume in the second and third quarters of the calendar year, and typically have
higher sales in the first and fourth quarters of the calendar year. Historically, sales of our respiratory products have varied from year to year based, in large part, on
the severity, length and timing of the onset of the cold and flu season.

Off-Balance Sheet Arrangements

At September 30, 2019 and December 31, 2018, we did not have any relationships with unconsolidated entities or financial partners, such as entities often
referred to as structured finance or special purpose entities, which would have been established for the purpose of facilitating off-balance sheet arrangements or
other contractually narrow or limited purposes. As such, we are not materially exposed to any financing, liquidity, market or credit risk that could arise if we had
engaged in such relationships.
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Recent Accounting Pronouncements

Information about recently adopted and proposed accounting pronouncements is included in Note 1 of the Notes to Consolidated Financial Statements in Part
I, Item 1 of this Quarterly Report under the heading “Recent Accounting Pronouncements” and is incorporated herein by reference.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations is based on our consolidated financial statements, which have been prepared
in accordance with accounting principles generally accepted in the U.S. The preparation of these financial statements requires us to make estimates and judgments
that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosures of contingent assets and liabilities. On an on-going basis,
management evaluates its estimates, including those related to customer programs and incentives, stock-based compensation, goodwill and intangible assets,
business combinations, income taxes, and convertible debt. We base our estimates on historical experience and on various other assumptions that we believe are
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates under different assumptions or conditions.

A comprehensive discussion of our critical accounting policies and management estimates is included in Management’s Discussion and Analysis of
Financial Condition and Results of Operations in our Annual Report on Form 10-K for the year ended December 31, 2018. There were no material changes to our
critical accounting policies and estimates during the nine months ended September 30, 2019.

ITEM 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We are not subject to interest rate risk on our Convertible Senior Notes as the notes have a fixed interest rate of 3.25%. For fixed rate debt, changes in
interest rates will generally affect the fair value of the debt instrument, but not our earnings or cash flows. Under our current policies, we do not use interest rate
derivative instruments to manage our exposure to changes in interest rates.

Our Revolving Credit Facility debt is subject to interest rate risk as a portion of the interest rate fluctuates based on the LIBOR. We had $8.2 million
outstanding under our Revolving Credit Facility at September 30, 2019. The weighted average interest rate on these borrowings is 3.87% as of September 30,
2019. A hypothetical 100 basis point adverse move in interest rates along the entire interest rate yield curve would increase our annual interest expense by
approximately $0.1 million. Based on our market risk sensitive instruments outstanding at September 30, 2019, we have determined that there was no material
market risk exposure from such instruments to our consolidated financial position, results of operations or cash flows as of such date.

Our current investment policy with respect to our cash and cash equivalents focuses on maintaining acceptable levels of interest rate risk and liquidity.

Although we periodically evaluate our placement of investments, as of September 30, 2019, we did not have any cash and cash equivalents placed in funds held in
government money market accounts and commercial paper.

Foreign Currency Exchange Risk
We are exposed to foreign currency risks that arise from normal business operations. These risks include the translation of local currency balances of foreign
subsidiaries, transaction gains and losses associated with intercompany loans with foreign subsidiaries and transactions denominated in currencies other than a

location’s functional currency.
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During the nine months ended September 30, 2019, we generated approximately $85.3 million in revenue denominated in currencies other than the U.S.
dollar. The major currencies to which our revenues are exposed are the Euro and the Chinese Yuan. A 100-basis point move in the average exchange rates
(assuming a simultaneous and immediate 100 basis point change for the relevant period) would have resulted in an increase or decrease in our reported revenue for
the nine months ended September 30, 2019 as follows (in thousands):

Nine Months Ended

September 30,
Currency 2019
Chinese Yuan $ 445
Euro $ 294

While our results of operations have been impacted by the effects of currency fluctuations, the revenue and expenses relating to our international operations
are generally denominated in local currency, which reduces our economic exposure to foreign exchange risk in those jurisdictions.

Effective fiscal year 2019, the Company has initiated a foreign currency management policy that permits the use of derivative instruments, such as forward
contracts, to reduce volatility in our results of operations resulting from foreign exchange rate fluctuations. We do not enter into foreign currency derivative
instruments for trading purposes or to engage in speculative activity. See further discussion in Note 10 to the Notes to the Consolidated Financial Statements for
additional information related to such forward contracts.

ITEM 4. Controls and Procedures

Evaluation of disclosure controls and procedures: We have performed an evaluation under the supervision and with the participation of our management,
including our Chief Executive Officer (“CEO”) and Chief Financial Officer (“CFO”), of the effectiveness of our disclosure controls and procedures, as defined in
Rule 13a-15(e) under the Securities Exchange Act of 1934 (the “Exchange Act”). Based on that evaluation, our CEO and CFO concluded that our disclosure
controls and procedures were effective as of September 30, 2019 at a reasonable assurance level to ensure that information required to be disclosed by us in the
reports filed or submitted by us under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and
forms.

Changes in internal control over financial reporting: There was no change in our internal control over financial reporting during the quarter ended
September 30, 2019 that materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II OTHER INFORMATION

ITEM 1. Legal Proceedings

The information set forth in the section entitled “Litigation and Other Legal Proceedings” under Note 8 of the Notes to the Consolidated Financial
Statements, included in Part I, Item I of this Quarterly Report, is incorporated herein by reference.

ITEM 1A. Risk Factors

There has been no material change in our risk factors as previously disclosed in our Annual Report on Form 10-K for the year ended December 31, 2018. For
a detailed description of our risk factors, refer to Item 1A, “Risk Factors” of our Annual Report on Form 10-K for the year ended December 31, 2018.
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ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Purchases of Equity Securities

The table below sets forth information regarding repurchases of our common stock by us during the three months ended September 30, 2019.

Approximate dollar
value of shares that

Total number may yet be
Total number Average of shares purchased purchased
of shares price paid as part of publicly under the plans
Period purchased (1) per share announced plans or programs or programs (2)
July 1, 2019 - July 28, 2019 472§ 59.35 — 3 50,000,000
July 29, 2019 - August 25,2019 — — — 50,000,000
August 26, 2019 - September 29, 2019 — — — 50,000,000
Total 472§ 59.35 — 3 50,000,000

(1) We withheld 472 shares of common stock from employees in connection with payment of minimum tax withholding obligations relating to the lapse of
restrictions on certain RSUs during the three months ended September 30, 2019.

(2) On December 12, 2018, the Board of Directors authorized a new stock repurchase program, pursuant to which up to $50.0 million of the Company’s shares of

common stock may be purchased through December 12, 2020. The Company announced
the stock repurchase program on December 18, 2018.

ITEM 3. Defaults Upon Senior Securities

None.

ITEM 4. Mine Safety Disclosures
Not applicable.

ITEM 5. Other Information

None.
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ITEM 6. Exhibits

3.1

32

33

4.1

31.1%

31.2%

32.1%*

101

104

* Filed herewith.
** Furnished herewith.

Restated Certificate of Incorporation of Quidel Corporation. (Incorporated by reference to Exhibit 3.1 to the Registrant’s
Form 10-Q for the quarter ended September 30, 2010.)

Certificate of Amendment to the Restated Certificate of Incorporation of Quidel Corporation. (Incorporated by reference to
Exhibit 3.1 to the Registrant’s Form 8-K filed on May 6. 2015.)

Amended and Restated Bylaws of Quidel Corporation. (Incorporated by reference to Exhibit 3.1 to the Registrant’s Form 8-
K filed on February 27, 2015.)

Certificate of Designations of Series C Junior Participating Preferred Stock. (Incorporated by reference to Exhibit 4.1 to the
Registrant’s Form 10-Q for the quarter ended September 30, 2010.)

Certification by Principal Executive Officer of Registrant pursuant to Rules 13a-14 and 15d-14. as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification by Principal Financial Officer of Registrant pursuant to Rules 13a-14 and 15d-14. as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certifications by Principal Executive Officer and Principal Financial Officer of Registrant pursuant to 18 U.S.C.

Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

The following financial statements from the Company's Quarterly Report on Form 10-Q for the quarter ended September 30,
2019, formatted in Inline XBRL: (i) Consolidated Balance Sheets, (ii) Consolidated Statements of Income, (iii) Consolidated
Statements of Comprehensive Income, (iv) Consolidated Statements of Cash Flows, and (v) Notes to Consolidated Financial
Statements, tagged as blocks of text and including detailed tags.

The cover page from the Company's Quarterly Report on Form 10-Q for the quarter ended September 30, 2019, formatted in
Inline XBRL (included as Exhibit 101).

29


https://content.edgar-online.com/ExternalLink/EDGAR/0000950123-10-098084.html?hash=7d59776156ed2eb72a993f58b6c5df0556146e504e21ffd1a12dc08065443aa0&dest=A57652EXV3W1_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000950123-10-098084.html?hash=7d59776156ed2eb72a993f58b6c5df0556146e504e21ffd1a12dc08065443aa0&dest=A57652EXV3W1_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000353569-15-000029.html?hash=05c075ed3c659e1f617fb32943d9b20851d304123f83a0c99f1b817f7d3594e7&dest=EX31CERTOFAMENDMENT_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000353569-15-000029.html?hash=05c075ed3c659e1f617fb32943d9b20851d304123f83a0c99f1b817f7d3594e7&dest=EX31CERTOFAMENDMENT_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000353569-15-000012.html?hash=8bb8e0735a9ebd6fd535168c0adb9a86b62def19f88abd0c9976555774f63b0a&dest=EXHIBIT31AMENDEDANDRESTATE_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000353569-15-000012.html?hash=8bb8e0735a9ebd6fd535168c0adb9a86b62def19f88abd0c9976555774f63b0a&dest=EXHIBIT31AMENDEDANDRESTATE_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000950123-10-098084.html?hash=7d59776156ed2eb72a993f58b6c5df0556146e504e21ffd1a12dc08065443aa0&dest=A57652EXV4W1_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0000950123-10-098084.html?hash=7d59776156ed2eb72a993f58b6c5df0556146e504e21ffd1a12dc08065443aa0&dest=A57652EXV4W1_HTM

SIGNATURES

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

Date: October 30, 2019 QUIDEL CORPORATION

/s/ DOUGLAS C. BRYANT

Douglas C. Bryant

President and Chief Executive Olfficer
(Principal Executive Officer)

/s RANDALL J. STEWARD

Randall J. Steward

Chief Financial Officer
(Principal Financial Officer)
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Exhibit
Number

3.1

32

33

4.1

31.1%

31.2%

32.1%*

101

104

* Filed herewith.
** Furnished herewith.

Exhibit Index

Restated Certificate of Incorporation of Quidel Corporation. (Incorporated by reference to Exhibit 3.1 to the Registrant’s
Form 10-Q for the quarter ended September 30, 2010.)

Certificate of Amendment to the Restated Certificate of Incorporation of Quidel Corporation. (Incorporated by reference to
Exhibit 3.1 to the Registrant’s Form 8-K filed on May 6. 2015.)

Amended and Restated Bylaws of Quidel Corporation. (Incorporated by reference to Exhibit 3.1 to the Registrant’s Form 8-
K filed on February 27, 2015.)

Certificate of Designations of Series C Junior Participating Preferred Stock. (Incorporated by reference to Exhibit 4.1 to the
Registrant’s Form 10-Q for the quarter ended September 30, 2010.

Certification by Principal Executive Officer of Registrant pursuant to Rules 13a-14 and 15d-14, as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification by Principal Financial Officer of Registrant pursuant to Rules 13a-14 and 15d-14. as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certifications by Principal Executive Officer and Principal Financial Officer of Registrant pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

The following financial statements from the Company's Quarterly Report on Form 10-Q for the quarter ended September 30,
2019, formatted in Inline XBRL: (i) Consolidated Balance Sheets, (ii) Consolidated Statements of Income, (iii) Consolidated
Statements of Comprehensive Income, (iv) Consolidated Statements of Cash Flows, and (v) Notes to Consolidated Financial
Statements, tagged as blocks of text and including detailed tags.

The cover page from the Company's Quarterly Report on Form 10-Q for the quarter ended September 30, 2019, formatted in
Inline XBRL (included as Exhibit 101).
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Exhibit 31.1

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

1, Douglas C. Bryant, certify that:

1.
2.

I have reviewed this quarterly report on Form 10-Q of Quidel Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

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

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: October 30, 2019

/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:

I have reviewed this quarterly report on Form 10-Q of Quidel Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

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

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: October 30, 2019

/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 of 2002.

Each of the undersigned hereby certifies, in his capacity as an officer of Quidel Corporation, a Delaware corporation (the “Company”), for purposes of 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his knowledge:

the Company’s Quarterly Report on Form 10-Q for the period ended September 30, 2019 (the “Report”), as filed with the Securities and Exchange Commission
on the date hereof, fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: October 30, 2019

/s/ DOUGLAS C. BRYANT

Douglas C. Bryant

President and Chief Executive Olfficer
(Principal Executive Officer)

/s RANDALL J. STEWARD
Randall J. Steward

Chief Financial Officer
(Principal Financial Officer)




