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PARTI FINANCIAL INFORMATION

Item 1. Financial Statements.

APPLERA CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited)

(Dollar amounts in thousands except per share amounts)

Products
Services
Other

Total Net Revenues

Products
Services
Other

Total Cost of Sales

Gross Margin

Selling, general and administrative

Research, development and engineering

Amortization of intangible assets

Employee-related charges, asset impairments and other
Asset dispositions and legal settlements

Operating Income (Loss)

Gain on investments, net
Interest expense

Interest income

Other income (expense), net

Income before Income Taxes
Provision (benefit) for income taxes

Net Income

Applied Biosystems Group (see Note 3)

Net Income per Share

Basic

Diluted

Dividends Declared per Share
Celera Genomics Group (see Note 3)

Net Loss per Share
Basic and diluted

Three Months Ended
September 30,
2004 2005
$ 318,883 $ 338,529
46,535 52,267
41,743 31,432
407,161 422,228
160,376 168,488
21,881 23,989
4,969 3,634
187,226 196,111
219,935 226,117
123,570 131,865
81,136 69,730
725 725
10,219 871
(8,500) 23,509
12,785 (583)
4,503
(27) 87)
5,264 9,757
2,133 1,707
20,155 15,297
4,062 (9,882)
$ 16,093 $ 25,179
$ 0.19 $ 0.21
$ 0.18 $ 0.21
$ 0.0425 $ 0.0425
$ (0.28) $ (0.23)

See accompanying notes to the Applera Corporation unaudited condensed consolidated financial statements.

1



Edgar Filing: APPLERA CORP - Form 10-Q




Edgar Filing: APPLERA CORP - Form 10-Q

Back to Index
APPLERA CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(unaudited)
(Dollar amounts in thousands)
At June 30, At September 30,
2005 2005
Assets
Current assets
Cash and cash equivalents $ 779,401 $ 623,211
Short-term investments 645,084 629,880
Accounts receivable, net 383,938 329,870
Inventories, net 126,541 140,514
Prepaid expenses and other current assets 152,645 164,879
Total current assets 2,087,609 1,888,354
Property, plant and equipment, net 438,398 434,712
Other long-term assets 638,178 632,508
Total Assets $ 3,164,185 $ 2,955,574
Liabilities and Stockholders Equity
Current liabilities
Accounts payable $ 174,022  $ 158,312
Accrued salaries and wages 91,188 48,559
Accrued taxes on income 77,327 49,460
Other accrued expenses 250,134 265,826
Total current liabilities 592,671 522,157
Other long-term liabilities 227,431 235,218
Total Liabilities 820,102 757,375
Stockholders Equity
Capital stock
Applera Corporation Applied Biosystems Group 2,130 2,130
Applera Corporation Celera Genomics Group 743 747
Capital in excess of par value 2,132,364 2,139,227
Retained earnings 558,065 568,719
Accumulated other comprehensive loss (41,787) (41,837)
Treasury stock, at cost (307,432) (470,787)
Total Stockholders Equity 2,344,083 2,198,199
Total Liabilities and Stockholders Equity $ 3,164,185 $ 2,955,574

See accompanying notes to the Applera Corporation unaudited condensed consolidated financial statements.
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APPLERA CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)

(Dollar amounts in thousands)

Operating Activities of Continuing Operations
Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization

Asset impairments

Employee-related charges and other

Share-based compensation programs

Sale of assets and legal settlements, net
Deferred income taxes

Changes in operating assets and liabilities:
Accounts receivable

Inventories

Prepaid expenses and other assets
Accounts payable and other liabilities

Net Cash Provided by Operating Activities of Continuing Operations

Investing Activities of Continuing Operations
Additions to property, plant and equipment, net

Proceeds from maturities of available-for-sale investments
Proceeds from sales of available-for-sale investments
Purchases of available-for-sale investments

Proceeds from the sale of assets, net

Net Cash Provided by Investing Activities of Continuing Operations

Net Cash Provided (Used) by Operating Activities of Discontinued Operations

Financing Activities

Principal payments on debt

Dividends

Purchases of common stock for treasury

Proceeds from stock issued for stock plans and other
Net Cash Used by Financing Activities

Effect of Exchange Rate Changes on Cash

Net Change in Cash and Cash Equivalents
Cash and Cash Equivalents Beginning of Period

Cash and Cash Equivalents End of Period

Three months ended

September 30,
2004 2005
16,093 $ 25,179
25,871 20,978
1,976 1,090
5,373 (219)
1,089 1,651
19,906
(2,290 (920)
56,410 52,415
(8,156) (13,070)
(11,657) 3,795
(81,836) (104,286)
2,873 6,519
(10,216) (14,327)
716,602 55,278
293,433 103,360
(902,587) (144,254)
4,503
97,232 4,560
533 (50)
(6,000)
(8,322)
(201,236)
5,211 36,289
9,111) (164,947)
4,314 (2,272)
95,841 (156,190)
507,870 779,401
603,711 $ 623,211
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See accompanying notes to the Applera Corporation unaudited condensed consolidated financial statements.
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APPLERA CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 1 Interim Condensed Consolidated Financial Statements

Basis of Presentation

We prepare our unaudited interim condensed consolidated financial statements and related disclosures in conformity with accounting principles
generally accepted in the United States of America, or GAAP. In preparing these statements, we are required to use estimates and assumptions.
While we believe we have considered all available information, actual results could affect the reported amounts of assets and liabilities,
disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and expenses during
the reporting period. The results for the interim periods are not necessarily indicative of trends or future financial results. When used in these
notes, the terms Applera, Company, we, us, or our mean Applera Corporation and its subsidiaries.

We have reclassified some prior period amounts in the condensed consolidated financial statements and notes for comparative purposes.

During the third quarter of fiscal 2005, we reclassified costs supporting our patent related activities from R&D expenses to SG&A
expenses. This reclassification had no impact on net income or earnings per share. The reclassified amount for the first quarter of fiscal 2005
was approximately $6 million.

Commencing in the third quarter of fiscal 2005, we began classifying all of our investments in auction rate securities as short-term investments.
Prior to fiscal 2005, some of these securities were included in cash and cash equivalents. Short-term investments included approximately $46
million of auction rate securities at September 30, 2004. This reclassification had no impact on results of operations or previously reported cash
flows from operations or financing activities.

We consistently applied the accounting policies described in our 2005 Annual Report to Stockholders in preparing these unaudited interim
financial statements. In addition, we adopted Statement of Financial Accounting Standards ( SFAS ) No. 123, Share-Based Payment (revised
2004) in July 2005, as discussed in Note 4. We made all adjustments that are necessary, in our opinion, for a fair statement of the results for the
interim periods. These adjustments are of a normal recurring nature. We condensed or omitted from these interim financial statements several
notes and other information included in our 2005 Annual Report to Stockholders. You should read these unaudited interim condensed
consolidated financial statements in conjunction with our consolidated financial statements presented in our 2005 Annual Report to

Stockholders.

Note 2 Events Impacting Comparability

We are providing the following information on some actions taken by us or events that occurred in the periods indicated.

Three months ended

September 30,
(Dollar amounts in millions) 2004 2005
Severance and benefit costs $ (8.5) $
Excess lease space (1.5)
Asset impairments 0.2) (1.1)
Reduction of expected costs 0.2
Total employee-related charges, asset
impairments and other $ (10.2) $ 0.9)
Other events impacting comparability:
Impairment of inventory recorded in cost of
sales $ (1.7 $
Asset dispositions and legal settlements 8.5 (23.5)
Investment gains 4.5
Resolution of outstanding foreign tax
matters 13.5
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APPLERA CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
continued

Employee-Related Charges, Asset Impairments and Other

Applied Biosystems group

Fiscal 2005

In the first quarter of fiscal 2005, the Applied Biosystems group recorded a pre-tax charge of $7.4 million in employee-related charges, asset
impairments and other for severance charges related primarily to staff reductions intended to better align the Applied Biosystems group s
resources with anticipated business opportunities and to integrate the Applied Biosystems MALDI Time-of-Flight product line into the Applied
Biosystems/MDS Sciex Instruments joint venture with MDS Inc. The positions eliminated were primarily in the areas of research,
manufacturing, sales and administration.

As of June 30, 2005, all of the affected employees had been terminated and substantially all cash payments related to the terminations had been
made. The cash expenditures were funded by cash provided by operating activities.

Fiscal 2006
In the first quarter of fiscal 2006, the Applied Biosystems group recorded a pre-tax benefit of $0.2 million for a reduction in anticipated
employee-related costs associated with a severance and benefit charge recorded in fiscal 2005.

In the fourth quarter of fiscal 2005, the Applied Biosystems group decided to pursue the sale of its San Jose, California facility and recorded a
pre-tax impairment charge of $1.7 million related to that decision. In the first quarter of fiscal 2006, the Applied Biosystems group recorded an
additional $1.1 million pre-tax impairment charge to write-down the carrying amount of the facility to its current estimated market value less
estimated selling costs. Refer to Note 7 for additional information.

Other

During the first quarter of fiscal 2006, the Applied Biosystems group made cash payments of $7.7 million for severance and employee benefits
and office closures related to charges recorded prior to fiscal 2006. The following table summarizes the remaining cash payments by event and
the expected payment dates as of September 30, 2005.

(Dollar amounts in millions) Remaining cash payments Expected payment dates
Fiscal 2003 employee-related charge $ 0.5 Fiscal 2006  Fiscal 2007
Fiscal 2005 employee-related charge 35 27 and 3" Quarters of Fiscal 2006
Fiscal 2005 excess lease space and other 3.0 Fiscal 2006  Fiscal 2011
charges

$ 7.0

Celera Genomics group

During the first quarter of fiscal 2005, the Celera Genomics group recorded pre-tax charges totaling $4.5 million related to our decision to
discontinue promotion of products and most operations of Paracel, Inc., a business we acquired in fiscal 2000. Paracel developed
high-performance genomic data and text analysis systems for the pharmaceutical, biotechnology, information services, and government
markets. Since the focus of the Celera Genomics group had shifted to therapeutic discovery and development, Paracel was no longer deemed
strategic to the overall business. The $4.5 million charge consisted of $2.8 million in employee-related charges, asset impairments and other, of
which $1.1 million was for severance and benefit costs and $1.7 million was for excess facility lease expenses and asset impairments. The
Celera Genomics group recorded the remaining $1.7 million in cost of sales for the impairment of Paracel inventory. The charge for excess
facility lease expenses and asset impairments was primarily for a revision to an accrual initially recorded in fiscal 2002 for the estimated cost of
excess facility space for a lease that extends through fiscal 2011 and to write off related fixed assets.

As of March 31, 2005, the majority of the affected Paracel employees had been terminated. Substantially all cash payments related to these
terminations were made as of June 30, 2005. During the first quarter of fiscal 2006, we made cash payments of $0.9 million related to the excess
lease space charge. The cash expenditures were funded by available
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APPLERA CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
continued

cash. The remaining cash expenditures, of approximately $4.3 million related to excess lease space, are expected to be disbursed by fiscal 2011.

Other

In the fourth quarter of fiscal 2005, the Celera Genomics group recorded a pre-tax charge of $3.4 million related to discontinuation of the
Online/Information Business, an information products and service business. This charge consisted of $1.8 million for severance and benefit
costs and $1.6 million for asset impairments, primarily related to information-technology leases. During the first quarter of fiscal 2006, the
Celera Genomics group made cash payments of $1.4 million for severance and employee benefits and $1.4 million primarily for information
technology leases related to this charge. The cash expenditures were funded by available cash. As of September 30, 2005, all affected
employees had been terminated. The remaining cash expenditures related to this action of approximately $0.4 million are expected to be
disbursed by the end of December 2005.

Other Events Impacting Comparability

Asset dispositions and legal settlements
The following items have been recorded in the condensed consolidated statements of operations in asset dispositions and legal settlements.

In the first quarter of fiscal 2006, we recorded a $23.5 million pre-tax charge related to an outstanding litigation matter and arbitration
settlement. We recorded the pre-tax charge as follows: $22.8 million at the Applied Biosystems group, $0.5 million at the Celera Genomics
group, and $0.2 million at Celera Diagnostics. The charge includes an estimate of the liability that will be incurred by us to resolve the litigation
matter and the arbitration settlement described below.

With regard to the arbitration matter, on November 1, 2005, an arbitrator issued his decision in a proceeding filed by Amersham Biosciences,
now GE Healthcare. The matter involved the interpretation of a license agreement relating to DNA sequencing reagents and kits. Amersham
had alleged, among other things, that the Applied Biosystems group had underpaid royalties under the license agreement. The arbitrator
awarded Amersham past damages based on an increase in royalty rates for some of its DNA sequencing enzymes and kits that contain those
enzymes, plus interest, fees, and other costs in an amount to be determined. As a result of this decision, the Applied Biosystems group recorded
a pre-tax charge of $20.4 million in the first quarter of fiscal 2006, $19.5 million of which was recorded in asset dispositions and legal
settlements.

In the first quarter of fiscal 2005, the Applied Biosystems group received a payment of $8.5 million from Illumina, Inc. in connection with the
termination of a joint development agreement and settlement of a patent infringement claim and a breach of contract claim.

Investments
The Celera Genomics group recorded a pre-tax gain of $4.5 million in the condensed consolidated statements of operations in gain on
investments, net in the first quarter of fiscal 2006 from the sale of a non-strategic minority equity investment.

Resolution of outstanding foreign tax matters
During the first quarter of fiscal 2006, the Applied Biosystems group recorded a tax benefit of $13.5 million related to the resolution of transfer
pricing matters in Japan.

12
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Note 3 Earnings (Loss) per Share
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APPLERA CORPORATION

The following table presents a reconciliation of basic and diluted earnings (loss) per share for the three months ended September 30:

(Dollar amounts in millions,
except per share amounts)

Net income (loss)
Allocated intercompany sales
of assets

Allocated interperiod taxes

Total net income (loss)
allocated

Less dividends declared on
common stock

Undistributed earnings (loss)

Allocation of basic earnings
(loss) per share

Basic distributed earnings per
share®

Basic undistributed earnings
(loss) per share

Total basic earnings (loss)
per share

Allocation of diluted
earnings (loss) per share
Diluted distributed earnings
per share™

Diluted undistributed
earnings (loss) per share

Total diluted earnings (loss)
per share

Weighted average number of
common shares
Basic

Common stock equivalents

Diluted

Applied Biosystems Celera Genomics
Group Group
2004 2005 2004 2005
37.1 $ 431 $ (20.3) (16.7)
0.1)
(0.6) (1.2)
36.4 41.9 (20.3) (16.7)
8.3 8.3
28.1 $ 336 $ (20.3) (16.7)
0.04 $ 0.04 $
0.15 0.17 (0.28) 0.23)
0.19 $ 021 $ (0.28) 0.23)
0.04 $ 0.04 $
0.14 0.17 (0.28) 0.23)
0.18 $ 021 $ (0.28) 0.23)
195.5 195.5 73.0 74.4
2.8 24
198.3 197.9 73.0 74.4

(M Amounts represent actual dividend per share distributed.
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Options to purchase stock at exercise prices greater than the average market prices of our common stocks were excluded from the computation

of diluted earnings per share because the effect would have been antidilutive. Additionally, options and warrants to purchase shares of Applera
Corporation-Celera Genomics Group Common Stock ( Applera-Celera Genomics stock ) were excluded from the computation of diluted loss per
share because the effect was antidilutive. The following table presents the number of shares excluded from the diluted earnings and loss per

share computations for the three months ended September 30:

(Shares in millions) 2004 2005
Applera Corporation-Applied Biosystems Group Common Stock 26.7 15.0
Applera-Celera Genomics stock 12.5 11.2

Note 4 Share-Based Compensation

SFAS No. 123R requires entities to measure and recognize the cost of employee services received in exchange for an award of equity
instruments based on the grant-date fair value of the award. We adopted SFAS No. 123R using the modified prospective method of transition.
This method required us to apply the provisions of SFAS No. 123R to new awards and to any awards that were unvested as of our adoption date
and did not require us to restate prior periods.

14
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APPLERA CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
continued

We sponsor stock option plans, employee stock purchase plans, and restricted stock plans. At September 30, 2005, 45.6 million shares of
Applera-Applied Biosystems stock and 20.2 million shares of Applera-Celera Genomics stock were authorized for grants of our share-based
plans. The following is a brief description of our share-based plans. For additional information on our share-based plans, refer to Note 6 to our
consolidated financial statements included in our 2005 Annual Report to Stockholders.

Stock Incentive Plans - Under our stock option plans, we grant stock options to employees that allow them to purchase shares in both
classes of our common stock. In addition, members of our board of directors receive stock options for their service on our board. We
generally issue options at their fair market value at the date of grant and most options vest in equal annual installments over a four-year
service period and expire ten years from the grant date.

Employee Stock Purchase Plans ( ESPP ) Our ESPP offer U.S. and some non-U.S. employees the right to purchase shares of Applera
Corporation-Applied Biosystems Group Common Stock ( Applera-Applied Biosystems stock ) and/or Applera-Celera Genomics stock.
Employees are eligible to participate through payroll deductions of up to 10% of their eligible compensation. In the U.S., shares are
purchased at 85% of the lower of the average market price at the beginning or the end of each three-month offering period. Outside of
the U.S., the terms and conditions vary in some countries primarily based on local legal and tax considerations.

Restricted Stock Plans  As part of our stock incentive plans, employees and non-employee directors have been granted shares of
restricted stock in both classes of our common stock that vest when various continuous employment/service restrictions and/or specified
performance goals are achieved.

We recognize share-based compensation costs on a straight-line basis over the requisite service period for the entire grant. For the first quarter
of fiscal 2006, we recorded a pre-tax charge of $1.5 million ($1.0 million net of tax) in our condensed consolidated statements of operations for
compensation costs related to our share-based plans. This amount includes a pre-tax charge of $0.7 million for our restricted stock plans, which
would have been recorded as compensation expense under Accounting Principles Board Opinion No. ( APB Opinion No. ) 25, Accounting for
Stock Issued to Employees . Cash received from option exercises under these plans was $36.3 million and the total intrinsic value of options
exercised was $6.7 million in the first quarter of fiscal 2006. In connection with these exercises, we realized a tax benefit of $2.2 million in the
first quarter of fiscal 2006.

We settle employee stock option exercises primarily with treasury shares, if available. As of September 30, 2005, we had 22.2 million treasury
shares of Applera-Applied Biosystems stock. Our board of directors has adopted standing resolutions which authorize repurchases of
Applera-Applied Biosystems stock and Applera-Celera Genomics stock from time to time to replenish shares issued under our various
share-based plans.

The following table summarizes option activity under our stock options plans during the first quarter of fiscal 2006:

Applera-Applied Biosystems Stock

Weighted-
Average
Remaining
Number of Weighted-Average Contractual Life Aggregate
Options Exercise Price (in years) Intrinsic Value

Outstanding
at June 30,
2005 35,348,668 $ 30.91
Options
granted 193,350 20.62
Options
exercised (1,689,595) 18.43
Options
cancelled (1,562,213) 44.67
Outstanding 32,290,210 30.98 6.15 $ 382.4 million
at
September

15



30, 2005
Exercisable
at
September
30, 2005

31,730,552
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$ 31.19 6.11

372.0 million
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continued
Applera-Celera Genomics Stock
Weighted-
Average
Remaining
Number of Weighted-Average Contractual Life Aggregate
Options Exercise Price (in years) Intrinsic Value

Outstanding
at June 30,
2005 10,412,800 $ 19.02
Options
granted 26,900 11.20
Options
exercised (385,786) 9.50
Options
cancelled (306,838) 37.48
Outstanding
at
September
30, 2005 9,747,076 18.83 6.16 $ 64.0 million
Exercisable
at
September
30, 2005 9,702,101 $ 18.85 6.14 63.6 million

The following table summarizes nonvested award activity under our restricted stock plans during the first quarter of fiscal 2006:

Applera-Applied Biosystems Stock Applera-Celera Genomics Stock
Weighted-Average Weighted-Average
Number of Grant-Date Number of Grant-Date
Awards Fair Value Awards Fair Value

Nonvested at
June 30, 2005 197,748 $ 21.10 56,334 $ 10.32
Vested 69,166 21.26 29,306 10.19
Nonvested at
September 30,
2005 128,582 $ 21.02 27,028 $ 10.46

As of September 30, 2005, we have $2.4 million of total unrecognized compensation costs related to nonvested awards that are expected to be
recognized over a weighted average period of one year.

Pro Forma Disclosures ~ Prior to Adoption of SFAS No. 123R
Prior to fiscal 2006, we applied the provisions of APB Opinion No. 25 in accounting for our share-based plans. Under APB Opinion No. 25, we

did not record any compensation cost related to stock options since, generally, the exercise price of stock options granted to employees equaled
the fair market value of our stock prices at the date of grant. We also did not record any compensation expense related to our ESPP since the
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provisions of these plans were deemed non-compensatory under APB Opinion No. 25. However, for restricted stock, the intrinsic value as of the
grant date was amortized to compensation expense over their vesting period. During the first quarter of fiscal 2005, we recorded a pre-tax
charge of approximately $1.0 million ($0.7 million net of tax) for restricted stock under ABP Opinion No. 25. The following tables illustrate the
effect on reported net income (loss) and earnings (loss) per share for the first quarter of fiscal 2005 as if we had applied the fair value method of
accounting for employee stock plans as required by SFAS No. 123, Accounting for Share-Based Compensation.
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

continued

The earnings (loss) per share and pro forma effects on results for the three months ended September 30, 2004, are presented below:

Applied Celera
Applera Biosystems Genomics

(Dollar amounts in millions) Corporation Group Group
Net income (loss), as reported $ 16.1 $ 364 $ (20.3)
Add: Share-based employee compensation expense included in

reported net income, net of tax 0.7 0.4 0.3
Deduct: Share-based employee compensation expense determined

under fair value based method, net of tax 19.2 15.6 3.6
Pro forma net income (loss) $ 24 $ 212 $ (23.6)
Earnings (loss) per share

Basic - as reported $ 0.19 $ (0.28)

Basic - pro forma $ 0.11 $ (0.32)

Diluted - as reported $ 0.18 $ (0.28)

Diluted pro forma $ 0.11 $ (0.32)

Valuation Assumptions in Estimating Fair Value

We estimated the fair value of stock options at the grant date using the Black-Scholes option pricing model with the following weighted average
assumptions:

Three months ended

September 30,

2004 2005
Applied Biosystems Group
Dividend yield 0.9% 0.9%
Risk-free interest rate 3.5% 3.9%
Expected option life in years 5 4
Volatility 70% 26%
Weighted-average fair value per option
granted $ 11.10 $ 5.15
Celera Genomics Group
Risk-free interest rate 3.5% 3.9%
Expected option life in years 4 5
Volatility 60% 36%
Weighted-average fair value per option
granted $ 5.25 $ 4.28

Prior to fiscal 2006, we determined the expected term of our options primarily based on the average life of our options for both the
Applera-Applied Biosystems stock and the Applera-Celera Genomics stock. With the adoption of SFAS No. 123R in fiscal 2006, we
determined the expected term of our options based on historical exercise patterns, which factored in the historical weighted average holding
period from grant date to settlement date and from vest date to exercise date. We used the historical exercise patterns to project future settlement
of outstanding options. As a result, the expected option life for Applera-Applied Biosystems stock decreased from five to four years and
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increased from four to five years for Applera-Celera Genomics stock.

10

20



Edgar Filing: APPLERA CORP - Form 10-Q

Back to Index

APPLERA CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
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Prior to fiscal 2006, we determined expected volatility based on historical volatilities of our two classes of common stock over the expected
term. With the adoption of SFAS No. 123R, we continue to determine expected volatility based on historical volatilities, but have incorporated
some adjustments, as noted below, related to the Celera Genomics group. In addition, under SFAS No. 123R, we began using a mean reversion
analysis, which we believe provides a better estimate of current and future volatility rate expectations for our classes of stock. The volatility rate
for Applera-Applied Biosystems stock decreased from the prior year quarter primarily as a result of the decline in the expected option life as
discussed in the preceding paragraph. We believe that the methodology used to determine the historical volatility for Applera-Celera Genomics
stock under APB Opinion No. 25, which included the impact of the sequencing and publication of the human genome by the Celera Genomics
group, resulted in extraordinary volatility in the Celera Genomics group s stock price. As such, with the adoption of SFAS No. 123R, we
excluded this unusually volatile period from our mean-reversion analysis.

Note 5 Comprehensive Gain

The components of comprehensive gain (loss) are reflected net of tax, except for foreign currency translation adjustments, which are generally
not adjusted for income taxes as they relate to indefinite investments in non U.S. subsidiaries. Comprehensive gain (loss) was as follows:

Three months ended

September 30,

(Dollar amounts in millions) 2004 2005
Net income $ 16.1 $ 25.2
Other comprehensive gain (loss):
Net unrealized gains (losses) on investments 0.2 0.5)
Net unrealized gains (losses) on hedge contracts 2.7) 1.6
Net unrealized losses on hedge contracts reclassified into
earnings 2.0 2.1
Foreign currency translation adjustments 5.2 3.3)
Total other comprehensive gain (loss) 4.7 0.1)
Total comprehensive gain $ 20.8 $ 25.1
Note 6 Inventories
Inventories included the following components:

June 30, September 30,
(Dollar amounts in millions) 2005 2005
Raw materials and supplies $ 459 $ 53.4
Work-in-process 53 3.9
Finished products 75.3 83.2
Total inventories, net $ 1265 $ 140.5

Note 7 Assets Held for Sale

In connection with the reduction and rebalancing of the Applied Biosystems group s workforce during the fourth quarter of fiscal 2005, the
Applied Biosystems group decided to pursue the sale of its San Jose, California facility. As a result of this decision, we reclassified $7.0 million
of property, plant and equipment into assets held for sale within prepaid expenses and other current assets at June 30, 2005, and recorded a $1.7
million pre-tax charge that represented the write-down of the carrying amount of the facility to its estimated market value less estimated selling
costs. As discussed in Note 2, the Applied Biosystems group recorded an additional $1.1 million pre-tax impairment charge during the first
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The sale of this facility is expected to occur by June 30, 2006. At September 30, 2005, we had $5.5 million of assets held for sale within prepaid
expenses and other current assets.

Note 8 Goodwill and Intangible Assets

The following table presents our intangible assets subject to amortization:

June 30, 2005 September 30, 2005
Gross Gross

Carrying Accumulated Carrying Accumulated
(Dollar amounts in millions) Amount Amortization Amount Amortization
Patents $ 25.5 $ 207 $ 29.9 $ 21.2
Acquired technology 60.5 42.7 60.9 44.5
Favorable operating leases 11.6 10.5 11.6 11.2
Total $ 97.6 $ 739 $ 102.4 $ 76.9

Aggregate amortization expense was as follows:

Three months ended

September 30,
(Dollar amounts in millions) 2004 2005
Applied Biosystems group ~ $ 1.8 $ 1.7
Celera Genomics group 0.7 0.7
Celera Diagnostics 0.5 0.6
Consolidated $ 3.0 $ 3.0

The Applied Biosystems group records a substantial portion of amortization expense in cost of sales. The Celera Genomics group records
amortization expense in amortization of intangible assets, and Celera Diagnostics records amortization expense in cost of sales.

At September 30, 2005, we estimated annual amortization expense of our intangible assets for each of the next five fiscal years as shown in the
following table. Future acquisitions or impairment events could cause these amounts to change.

Applied Celera

(Dollar amounts in Biosystems Genomics Celera

millions) Group Group Diagnostics Consolidated
Remainder of fiscal 2006  $ 59 $ 04 $ 1.7 $ 8.0
2007 6.2 2.1 8.3
2008 3.5 0.5 4.0
2009 2.5 0.1 2.6
2010 2.1 0.1 2.2
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Applied Biosystems group and $2.7 million was allocated to the Celera Genomics group.

12

24



Edgar Filing: APPLERA CORP - Form 10-Q

Back to Index
APPLERA CORPORATION
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
continued

Note 9 Supplemental Cash Flow Information

Significant non-cash financing activities for the three months ended September 30 were as follows:

(Dollar amounts in millions) 2004 2005
Tax benefit related to employee stock options $ 07 $ 0.6
Issuances of restricted stock $ 04 $

Note 10 Guarantees

Leases

The Applied Biosystems group provides lease-financing options to its customers through third party financing companies. For some leases, the
financing companies have recourse to us for any unpaid principal balance upon default by the customer. The leases typically have terms of two
to three years and are secured by the underlying instrument. In the event of default by a customer, we would repossess the underlying

instrument. We record revenues from these transactions upon the completion of installation/acceptance of products and maintain a reserve for
estimated losses on all lease transactions with recourse provisions based on historical default rates and current economic conditions. At
September 30, 2005, the financing companies outstanding balance of lease receivables with recourse to us was $9.2 million. We believe that we
could recover the entire balance from the resale of the underlying instruments in the event of default by all customers.

Guarantee of pension benefits for divested business

As part of the divestiture of our Analytical Instruments business in fiscal 1999, the purchaser of the Analytical Instruments business is paying for
the pension benefits for employees of a former German subsidiary. However, we guaranteed payment of these pension benefits should the
purchaser fail to do so, as these benefits were not transferable to the buyer under German law. The guaranteed payment obligation, which
approximated $54 million at September 30, 2005, is not expected to have a material adverse effect on our consolidated statement of financial
position.

Indemnifications

In the normal course of business, we enter into some agreements under which we indemnify third parties for intellectual property infringement
claims or claims arising from breaches of representations or warranties. In addition, from time to time, we provide indemnity protection to third
parties for claims relating to past performance arising from undisclosed liabilities, product liabilities, environmental obligations, representations
and warranties, and other claims. In these agreements, the scope and amount of remedy, or the period in which claims can be made, may be
limited. It is not possible to determine the maximum potential amount of future payments, if any, due under these indemnities due to the
conditional nature of the obligations and the unique facts and circumstances involved in each agreement. Historically, payments made related to
these indemnifications have not been material to our consolidated financial position.

Product warranties

We accrue warranty costs for product sales at the time of shipment based on historical experience as well as anticipated product performance.
Our product warranties extend over a specified period of time ranging up to two years from the date of sale depending on the product subject to
warranty. The warranties cover equipment installation, customer training, and application support. We periodically review the adequacy of our
warranty reserve, and adjust, if necessary, the warranty percentage and accrual based on actual experience and estimated costs to be incurred.
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The following table provides an analysis of the warranty reserve for the three months ended September 30:

(Dollar amount in millions) 2004 2005

Balance at June 30 $ 159 $ 14.0

Accruals for warranties 4.5 5.0

Usage of reserve (6.5) (5.5)
Balance at September 30 $ 139 $ 135

Note 11  Pension and Other Postretirement Benefits
The components of net pension and postretirement benefit expenses for the three months ended September 30 were as follows:

Three months ended

September 30,
(Dollar amounts in millions) 2004 2005
Pension
Service cost $ 0.6 $ 0.7
Interest cost 9.5 8.9
Expected return on plan
assets (10.5) 9.5)
Amortization of losses 0.9 1.9
Net periodic expense $ 0.5 $ 2.0
Postretirement Benefit
Service cost $ 0.1 $ 0.1
Interest cost 1.0 0.8
Amortization of gains 0.1)
Net periodic expense $ 1.0 $ 0.9

We expect to contribute $0.9 million to our foreign pension plans for the fiscal year ended June 30, 2006. Through September 30, 2005, we
have not made any contributions to the pension plans. We made benefit payments of approximately $1.9 million during the three months ended
September 30, 2005, and we expect to make approximately $4.0 million of additional benefit payments during the remainder of fiscal 2006
under the postretirement plan.

Note 12 Contingencies

Supply Arrangement

On October 8, 2005, Delphi Medical Systems Texas Corporation, a supplier of some instruments and parts for the Applied Biosystems group

( Delphi Medical Systems ), and its parent Delphi Corporation, filed a petition in the United States Bankruptcy Court for the Southern District of
New York seeking relief under the provisions of Chapter 11 of the federal Bankruptcy Code. As of September 30, 2005, the Applied

Biosystems group had an accounts receivable balance of approximately $7.3 million and an accounts payable balance of approximately $3.0
million with Delphi Medical Systems. At the present time, no assessment can be made as to if and when or how much of the balance due from
Delphi Medical Systems may be paid, how much of the amount owed to Delphi Medical Systems may be offset against the amounts payable by
Delphi Medical Systems, or the effect of the Chapter 11 filing on the supply contracts in effect between the companies.
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Legal Proceedings

We are involved in various lawsuits, arbitrations, investigations, and other legal actions from time to time with both private parties and
governmental entities. These legal actions currently involve, for example, commercial, intellectual property, antitrust, environmental, securities,
and employment matters. We believe that we have meritorious defenses against the claims currently asserted against us and intend to defend
them vigorously. The following is a description of some claims we are currently defending, including some counterclaims brought against us in
response to claims filed by us against third parties.

Applera and some of its officers are defendants in a lawsuit brought on behalf of purchasers of Applera-Celera Genomics stock in our follow-on
public offering of Applera-Celera Genomics stock completed on March 6, 2000. In the offering, we sold an aggregate of approximately 4.4
million shares of Applera-Celera Genomics stock at a public offering price of $225 per share. The lawsuit, which was commenced with the
filing of several complaints in April and May 2000, is pending in the U.S. District Court for the District of Connecticut, and an amended
consolidated complaint was filed on August 21, 2001. The consolidated complaint generally alleges that the prospectus used in connection with
the offering was inaccurate or misleading because it failed to adequately disclose the alleged opposition of the Human Genome Project and two
of its supporters, the governments of the U.S. and the U.K., to providing patent protection to our genomic-based products. Although the Celera
Genomics group has never sought, or intended to seek, a patent on the basic human genome sequence data, the complaint also alleges that we
did not adequately disclose the risk that the Celera Genomics group would not be able to patent this data. The consolidated complaint seeks
monetary damages, rescission, costs and expenses, and other relief as the court deems proper. On March 31, 2005, the Court certified the case as
a class action.

We are involved in several litigation matters with MJ Research, Inc. (acquired by Bio-Rad Laboratories, Inc. since the commencement of
litigation), which commenced with our filing claims against MJ Research on June 24, 1998, in the U.S. District Court for the District of
Connecticut based on its alleged infringement of some polymerase chain reaction, or PCR, patents. In response to our claims, MJ Research filed
counterclaims including, among others, allegations that we have licensed and enforced these patents through anticompetitive conduct in

violation of federal and state antitrust laws, that some of our patents are unenforceable because of patent misuse, and that some of our patents are
invalid and unenforceable because of inequitable conduct. MJ Research is seeking injunctive relief, monetary damages, costs and expenses, and
other relief. These matters were adjudicated in part through a jury trial, which resulted in a verdict in our favor rendered in April 2004, and the
remaining issues were resolved through a series of summary judgments granted by the District Court in several rulings issued in our favor
between December 2004 and April 2005. As a result, MJ Research s counterclaims were rejected and MJ Research has been held liable to us and
Roche Molecular Systems, also a party to the litigation, for infringement of U.S. Patent Nos. 4,683,195, 4,683,202 and 4,965,188 (each relates to
PCR process technology) and U.S. Patent Nos. 5,656,493, 5,333,675 and 5,475,610 (each relates to thermal cycler instrument technology).
Further, the infringement of the 195, 202, 188 and 493 patents was held to be willful. As a result of these decisions in our favor, in April 2005,
the District Court awarded us and Roche Molecular Systems damages of $35.4 million plus reasonable attorneys fees, an enhancement of the
original damages award granted by the jury in the amount of $19.8 million. The Court also awarded, on August 26, 2005, prejudgment interest

of approximately $1 million. Additionally, on August 30, 2005, the Court issued an order enjoining MJ Research from infringing U.S. Patent
Nos. 5,333,675, 5,656,493 and 5,475,610. Both parties have filed notices of appeals of some of the rulings in the case, including the damages
award and the order enjoining MJ Research.
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Subsequent to the filing of our claims against MJ Research which are described in the preceding paragraph, on September 21, 2000, MJ

Research filed an action against us in the U.S. District Court for the District of Columbia. This complaint is based on the allegation that the

patents underlying our DNA sequencing instruments were improperly obtained because one of the alleged inventors, whose work was funded in

part by the U.S. government, was knowingly omitted from the patent applications. Our patents at issue are U.S. Patent Nos. 5,171,534, entitled
Automated DNA Sequencing Technique, 5,821,058, entitled Automated DNA Sequencing Technique, 6,200,748, entitled Tagged Extendable

Primers and Extension Products, and 4,811,218, entitled Real Time Scanning Electrophoresis Apparatus for DNA Sequencing. The complaint

asserts violations of the federal False Claims Act and the federal Bayh Dole Act, invalidity and unenforceability of the patents at issue, patent

infringement, and various other civil claims against us. MJ Research is seeking monetary damages, costs and expenses, injunctive relief,

transfer of ownership of the patents in dispute, and other relief as the court deems proper. MJ Research claims to be suing in the name of the

U.S. government although the government has to date declined to participate in the suit. On October 9, 2003, the case against us was dismissed

but MJ Research has filed an appeal.

Promega Corporation filed a patent infringement action against Lifecodes Corporation, Cellmark Diagnostics, Genomics International
Corporation, and us in the U.S. District Court for the Western District of Wisconsin on April 24, 2001. The complaint alleges that the

defendants are infringing Promega s U.S. Patent Nos. 6,221,598 and 5,843,660, both entitled Multiplex Amplification of Short Tandem Repeat
Loci, due to the defendants sale of forensic identification and paternity testing kits. Promega is seeking monetary damages, costs and expenses,
injunctive relief, and other relief as the court deems proper. The defendants answered the complaint on July 9, 2001, and we asserted
counterclaims alleging that Promega is infringing our U.S. Patent No. 6,200,748, entitled Tagged Extendable Primers and Extension Products,
due to Promega s sale of forensic identification and paternity testing kits. As a result of settlement negotiations, the case was dismissed without
prejudice on October 29, 2002, but could be re-filed against us if settlement negotiations are not successful.

Beckman Coulter, Inc. filed a patent infringement action against us in the U.S. District Court for the Central District of California on July 3,

2002. The complaint alleges that we are infringing Beckman Coulter s U.S. Patent Nos. RE 37,606 and 5,421,980, both entitled Capillary
Electrophoresis Using Replaceable Gels, and U.S. Patent No. 5,552,580, entitled Heated Cover Device. The allegedly infringing products are
the Applied Biosystems group s capillary electrophoresis sequencing and genetic analysis instruments, and PCR and real-time PCR systems.
Since Beckman Coulter filed this claim, U.S. Patent No. 5,421,980 has been reissued as U.S. Patent No. RE 37,941, entitled Capillary
Electrophoresis Using Replaceable Gels. On January 13, 2003, the court permitted Beckman Coulter to make a corresponding amendment to its
complaint. Beckman Coulter is seeking monetary damages, costs and expenses, injunctive relief, and other relief as the court deems proper. On
February 10, 2003, we filed our answer to Beckman Coulter s allegations, and counterclaimed for declaratory relief that the Beckman Coulter
patents underlying Beckman Coulter s claim are invalid, unenforceable, and not infringed. We are seeking dismissal of Beckman Coulter s
complaint, costs and expenses, declaratory and injunctive relief, and other relief as the court deems proper.

Genetic Technologies Limited filed a patent infringement action against us in the U.S. District Court for the Northern District of California on
March 26, 2003. They filed an amended complaint against us on August 12, 2003. The amended complaint alleges that we are infringing U.S.
Patent No. 5,612,179, entitled Intron Sequence Analysis Method for Detection of Adjacent and Remote Locus Alleles as Haplotypes, and U.S.
Patent No. 5,851,762, entitled Genomic Mapping Method by Direct Haplotyping Using Intron Sequence Analysis. The allegedly infringing
products are cystic fibrosis reagent kits, TagqMan® genotyping and gene expression assay products for non-coding regions, TagMan genotyping
and gene expression assay services for non-coding regions, AmpFLSTR® Kkits, the SNPlex Genotyping System, the SNPbroswer tool, and the
Celera Discovery System ( CDS ). The complaint also alleges that haplotyping analysis performed by our businesses infringes the patents
identified above. Genetic Technologies Limited is seeking monetary damages, costs, expenses, injunctive relief, and other relief as the court
deems proper.
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On-Line Technologies, Inc. (since acquired by MKS Instruments, Inc.) filed claims for patent infringement, trade secret misappropriation, fraud,
breach of contract and unfair trade practices against PerkinElmer, Inc., Sick UPA, GmbH, and us in the U.S. District Court for the District of
Connecticut on or about November 3, 1999. The complaint alleged that products called the Spectrum One and the MCS100E manufactured by
former divisions of the Applied Biosystems group, which divisions were sold to the co-defendants in this case, were based on allegedly
proprietary information belonging to On-Line Technologies and that the MCS100E infringed U.S. Patent No. 5,440,143. On-Line Technologies
sought monetary damages, costs, expenses, injunctive relief, and other relief. On April 2, 2003, the U.S. District Court for the District of
Connecticut granted our summary judgment motion and dismissed all claims brought by On-Line Technologies. On-Line Technologies filed an
appeal with the U.S. Court of Appeals for the Federal Circuit seeking reinstatement of its claims, and on October 13, 2004, the Court of Appeals
upheld dismissal of all claims except for the patent infringement claim, which will be decided by the District Court in subsequent proceedings.

Promega Corporation filed an action against us and some of our affiliates and Roche Molecular Systems, Inc. and Hoffmann-La Roche, Inc. in
the U.S. District Court for the Eastern District of Virginia on April 10, 2000. The complaint asserted violations of the federal False Claims Act.
The complaint alleged that we and Hoffmann-La Roche overcharged the U.S. government for thermal cyclers and PCR reagents. The
overcharges were alleged to be the result of a licensing program based in part on U.S. Patent No. 4,889,818. Promega asserted that U.S. Patent
No. 4,889,818 was obtained fraudulently and that the licensing program run by us and Hoffmann-La Roche was the cause of the alleged
overcharging. Promega was seeking monetary damages. Promega claimed to be suing in the name of the U.S. government although the
government declined to participate in the suit. On June 29, 2004, the court granted our motion to dismiss for failure to state a claim upon which
relief could be granted, but gave Promega the right to file an amended complaint. Promega filed an amended complaint on July 13, 2004, and
we filed another motion to dismiss on August 6, 2004. The court granted our second motion and dismissed the case with prejudice on August
20, 2004. Promega had filed an appeal with the U.S. Court of Appeals for the Fourth Circuit. However, this litigation was terminated on
September 26, 2005, when Promega withdrew its appeal and the parties granted each other a mutual release of claims.

Bio-Rad Laboratories, Inc. filed a patent infringement, trademark infringement, and unfair competition action against us in the U.S. District

Court for the Northern District of California on December 26, 2002. The complaint alleges that we are infringing Bio-Rad s U.S. Pat. No.
5,089,011, entitled Electrophoretic Sieving in Gel-Free Media with Dissolved Polymers, and infringing Bio-Rad s Bio-Rad trademark. They
filed a third amended complaint against us on May 30, 2003. The allegedly infringing products according to the third amended complaint are
instruments using, and reagents used for, capillary electrophoresis, and products using the BioCAD name. Bio-Rad submitted its final
infringement contentions under the local court rules on April 22, 2004, and the parties held a court-ordered mediation conference on July 19,

2004. Bio-Rad is seeking monetary damages, costs, expenses, injunctive relief, and other relief as the court deems proper.

Enzo Biochem, Inc., Enzo Life Sciences, Inc., and Yale University filed a patent infringement action against us in the U.S. District Court for the
District of Connecticut on June 8, 2004. The complaint alleges that we are infringing six patents. Four of these patents are assigned to Yale
University and licensed exclusively to Enzo Biochem, i.e., U.S. Patent No. 4,476,928, entitled Modified Nucleotides and Polynucleotides and
Complexes Formed Therefrom, U.S. Patent No. 5,449,767, entitled Modified Nucleotides and Polynucleotides and Methods of Preparing Same,
U.S. Patent No. 5,328,824 entitled Methods of Using Labeled Nucleotides, and U.S. Patent No. 4,711,955, entitled Modified Nucleotides and
Polynucleotides and Methods of Preparing and Using Same. The other two patents are assigned to Enzo Life Sciences, i.e., U.S. Patent No.
5,082,830 entitled End Labeled Nucleotide Probe and U.S. Patent No. 4,994,373 entitled Methods and Structures Employing Compoundly
Labeled Polynucleotide Probes.  The allegedly infringing products include the Applied Biosystems group s sequencing reagent Kits, its
TagMan® genotyping and gene expression assays, and the gene expression microarrays used with its Expression Array System. Enzo Biochem,
Enzo Life Sciences, and Yale University are seeking monetary damages, costs, expenses, injunctive relief, and other relief as the court deems
proper.
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Molecular Diagnostics Laboratories filed a class action complaint against us and Hoffmann-La Roche, Inc. in the U.S. District Court for the
District of Columbia on September 23, 2004. The complaint alleges anticompetitive conduct in connection with the sale of Tag DNA
polymerase and PCR-related products. The anticompetitive conduct is alleged to arise from the prosecution and enforcement of U.S. Patent No.
4,889,818. This patent is assigned to Hoffmann-La Roche, with whom we have a commercial relationship covering, among other things, this
patent and the sale of Tag DNA polymerase. The complaint seeks monetary damages, costs, expenses, injunctive relief, and other relief as the
court deems proper. This case is largely based on the same set of contentions underlying a claim filed against us by Promega Corporation in the
U.S. District Court for the Eastern District of Virginia, which is described above. The Promega claim was dismissed in August 2004 for, among
other reasons, failure to state a claim upon which relief could be granted.

We filed a patent infringement action against Bio-Rad Laboratories, Inc., MJ Research, Inc., and Stratagene Corporation in the U.S. District
Court for the District of Connecticut on November 9, 2004. The complaint alleges that the defendants infringe U.S. Patent No. 6,814,934, The
complaint specifically alleges that the defendants activities involving instruments for real-time PCR detection result in infringement. We are
seeking monetary damages, costs, expenses, injunctive relief, and other relief as the court deems proper. Bio-Rad, MJ Research, and Stratagene
have each answered the complaint and counterclaimed for declaratory relief that the 934 patent is invalid and not infringed. Bio-Rad, MJ
Research, and Stratagene are seeking dismissal of our complaint, a judgment that the 934 patent is invalid and not infringed, costs and expenses,
and other relief as the court deems proper.

Thermo Finnigan LLC filed a patent infringement action against us in the U.S. District Court for the District of Delaware on December 8, 2004.
The complaint alleges that we have infringed U.S. Patent No. 5,385,654 as a result of, for example, our Applied Biosystems group s
commercialization of the ABI PRISM 3700 Genetic Analyzer. Thermo Finnigan is seeking monetary damages, costs, expenses, and other relief
as the court deems proper.

Other than for items deemed not material, we have not accrued for any potential losses in the legal proceedings described above because we
believe that an adverse determination is not probable, and potential losses cannot be reasonably estimated, in any of these proceedings.
However, the outcome of legal actions is inherently uncertain, and we cannot be sure that we will prevail in any of the proceedings described
above or in our other legal actions. An adverse determination in some of our current legal actions, particularly the proceedings described above,
could have a material adverse effect on us and our consolidated financial statements.

Note 13 Segment and Consolidating Information

Presented below is our segment and consolidating financial information, including the allocation of expenses between our segments in
accordance with our allocation policies, as well as other related party transactions, such as sales of products between segments. Our board of
directors approves the method of allocating earnings to each class of common stock for purposes of calculating earnings per share. This
determination is generally based on net income or loss amounts of the corresponding group calculated in accordance with GAAP, consistently
applied.

See Note 14 to our consolidated financial statements included in our 2005 Annual Report to Stockholders for a detailed description of the
segments and the management and allocation policies applicable to the attribution of assets, liabilities, revenues and expenses to the segments

(which information is incorporated in this quarterly report by reference).
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The following table summarizes revenues earned between segments:

Three months ended

September 30,
(Dollar amounts in millions) 2004 2005
Applied Biosystems Group
Sales to the Celera Genomics group @ $ 0.6 $ 0.6
Sales to Celera Diagnostics @ 0.7 0.9
Celera Genomics Group
Royalties from the Applied Biosystems group ® $ 0.6 $ 0.9

@ The Applied Biosystems group recorded net revenues from leased instruments and sales of consumables and project materials to the Celera
Genomics group and Celera Diagnostics.

®  The Celera Genomics group recorded net revenues 