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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended September 30, 2008

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
Commission file number: 001-04389

APPLIED BIOSYSTEMS INC.

(Exact Name of Registrant as Specified in Its Charter)

Delaware 06-1534213
(State or Other Jurisdiction of (ILR.S. Employer
Incorporation or Organization) Identification No.)
301 Merritt 7, Norwalk, Connecticut 06851-1070
(Address of Principal Executive Offices) (Zip Code)

(203) 840-2000
(Registrant s Telephone Number, Including Area Code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.
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Large accelerated filer x Accelerated filer ~
Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes © No x

As of the close of business on November 3, 2008, there were 170,259,810 shares of Applied Biosystems Group Common Stock outstanding.
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PARTI FINANCIAL INFORMATION

Item 1. Financial Statements.

APPLIED BIOSYSTEMS INC.

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 and development

Amortization of purchased intangible assets
Employee-related charges, asset impairments and other
Asset dispositions and legal settlements

Operating Income

Loss on investments, net
Interest expense

Interest income

Other income (expense), net

Income from Continuing Operations before Income Taxes

Provision for income taxes
Income from Continuing Operations

Income from discontinued operations, net of income taxes
Net Income

Income from Continuing Operations per Share (see Note 4)

Basic
Diluted

Income from Discontinued Operations per Share (see Note 4)

Basic and diluted

Dividends Declared per Share

See accompanying notes to the Applied Biosystems Inc.

Table of Contents

Three Months Ended
September 30,
2008 2007
$423,671 $405,555
72,361 64,579
37,019 31,112
533,051 501,246
176,061 189,666
31,895 28,801
2,672 2,839
210,628 221,306
322,423 279,940
160,300 149,482
49,295 50,547
2,612 2,612
4,687
(7,556)
105,529 84,855
(2,914)
(643) (1,356)
4,664 5,036
184 1,070
106,820 89,605
29,572 29,154
77,248 60,451
1,239
$ 77,248 $ 61,690
$ 046 $ 0.33
$ 044 $ 0.32
$ - $ 0.02
$ 0.0425 $ 0.0425

unaudited condensed consolidated financial statements.
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APPLIED BIOSYSTEMS INC.

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Assets

Current assets

Cash and cash equivalents

Accounts receivable, net

Inventories, net

Prepaid expenses and other current assets
Current assets of discontinued operations
Total current assets

Property, plant and equipment, net
Goodwill and intangible assets, net
Other long-term assets

Long-term assets of discontinued operations
Total Assets

Liabilities and Stockholders Equity
Current liabilities

Loans payable

Accounts payable

Accrued salaries and wages

Current deferred tax liability

Accrued taxes on income

Other accrued expenses

Current liabilities of discontinued operations
Total current liabilities

Other long-term liabilities

Long-term liabilities of discontinued operations

Total Liabilities

Stockholders Equity
Capital stock

Applied Biosystems stock
Celera stock

Capital in excess of par value
Retained earnings

Accumulated other comprehensive income (loss)

Treasury stock, at cost
Total Stockholders Equity
Total Liabilities and Stockholders Equity

See accompanying notes to the Applied Biosystems Inc. unaudited condensed consolidated financial statements.
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(unaudited)

(Dollar amounts in thousands)

At September 30,
2008

$ 418,714
384,173
175,826
184,599

1,163,312
357,159
281,995
422,306

$2,224,772

130,987
67,708
13,434
24,943

255,188

492,260
224,832

717,092

2,134

717,167
2,093,436
(5,868)
(1,299,189)
1,507,680
$2,224,772

At June 30,
2008

$ 543,205
475,545
161,794
128,320
408,427

1,717,291
360,455
285,092
444,144
254,409

$3,061,391

$ 100,000
166,063
113,418

13,734
17,158
312,773
29,962
753,108
240,033
3,776
996,917

2,134
801
2,291,608
1,076,247
4,195

(1,310,511)
2,064,474
$3,061,391
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)

(Dollar amounts in thousands)

Three months ended
September 30,
2008 2007
Operating Activities of Continuing Operations
Income from continuing operations $ 77248 $ 60451
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization 18,379 18,604

Employee-related charges and other 2,697

Share-based compensation and pension 7,917 5,900

Deferred income taxes 6,382 18,525

Changes in operating assets and liabilities:

Accounts receivable 77,319 47,502

Inventories (17,005) (16,296)
Prepaid expenses and other assets (459) 12,483

Accounts payable and other liabilities (98,638) (50,546)
Net Cash Provided by Operating Activities of Continuing Operations 73,840 96,623

Net Cash Provided by Operating Activities of Discontinued Operations 12,900

Net Cash Used by Operating Activities of Discontinued Operations - Celera Separation (13,863)
Net Cash Provided by Operating Activities 73,840 95,660

Additions to property, plant and equipment, net (15,258) (9,514)
Proceeds from sales of available-for-sale investments 213,850

Purchases of available-for-sale investments (12,553)
Pending redemptions and maturities (See Note 13) (62,575)

Acquisitions and investments (198) (179)
Net Cash Provided (Used) by Investing Activities of Continuing Operations (78,031) 191,604

Net Cash Provided (Used) by Discontinued Operations - Celera Separation* (46,800) 170,273

Net Cash Provided (Used) by Investing Activities (124,831) 361,877

Financing Activities

Net change in loans payable (100,000) 275,000

Dividends (7,178) (7,745)
Proceeds from stock issued for stock plans and other 5,081 19,346

Purchases of common stock for treasury (601,505)
Net Cash Used by Financing Activities of Continuing Operations (102,097) (314,904)
Net Cash Provided by Financing Activities of Discontinued Operations - Celera Separation 1,326

Net Cash Used by Financing Activities (102,097) (313,578)
Effect of Exchange Rate Changes on Cash (17,203) (2,725)
Net Change in Cash and Cash Equivalents (170,291) 141,234

Cash and Cash Equivalents Beginning of Period of Continuing Operations 543,205 293,167

Add: Cash and Cash Equivalents Beginning of Period of Discontinued Operations 45,800 30,036

Cash and Cash Equivalents Beginning of Period 589,005 323,203

Cash and Cash Equivalents End of Period 418,714 464,437

Less: Cash and Cash Equivalents End of Period of Discontinued Operations 187,261

Cash and Cash Equivalents End of Period of Continuing Operations $ 418,714 $ 277,176

* Includes $45.8 million for the distribution of Celera s cash and cash equivalents at separation.

See accompanying notes to the Applied Biosystems Inc. unaudited condensed consolidated financial statements.
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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 Company, we, us, or our mean Applied Biosystems Inc.

We consistently applied the accounting policies described in our 2008 Annual Report to Stockholders in preparing these unaudited interim
financial statements. 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 2008 Annual Report to Stockholders. You should read these unaudited interim condensed consolidated financial
statements in conjunction with our consolidated financial statements presented in our 2008 Annual Report to Stockholders.

On July 1, 2008, we completed the separation of all of the business, assets, and liabilities of the Celera group, one of our business units, from our
remaining business. The separation was completed by means of a redemption of each outstanding share of Celera Group Common Stock ( Celera
stock ) in exchange for one share of common stock of Celera Corporation, a Delaware corporation, which now holds all of the business, assets,
and liabilities previously attributed to the Celera group. On July 1, 2008, following the Celera group separation, Celera Corporation became an
independent, publicly-traded company whose shares are listed on the NASDAQ stock market under the symbol CRA. Applied Biosystems
became our only business and Applied Biosystems Group Common Stock ( Applied Biosystems stock ) became our only class of outstanding
common stock. For previously reported periods, the interim condensed consolidated financial statements were restated to reflect the net assets,
operating results and cash flow activity of the Celera group as discontinued operations (see Note 15). The accompanying notes, except Notes 4
and 15, relate only to continuing operations. In connection with the Celera separation, we changed our corporate name to Applied Biosystems
Inc. to reflect the remaining business of the Company following the separation.

On June 12, 2008, we and Invitrogen Corporation announced that our respective boards of directors had approved a definitive merger agreement
under which Invitrogen will acquire all of the outstanding shares of Applied Biosystems stock. See Note 3 to our interim condensed consolidated
financial statements for more information on the pending merger.

Table of Contents 9
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

continued

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

Income/(charge) September 30,
(Dollar amounts in millions) 2008 2007
Employee-related charges, asset impairments and other $(4.7) $ -
Other events impacting comparability:

Asset dispositions and legal settlements $ - $7.6
Investment loss, net 2.9)

Tax items (1.8)

Employee-Related Charges, Asset Impairments and Other

The following items have been recorded in the interim condensed consolidated statements of operations in employee-related charges, asset
impairments and other, except as noted.

Fiscal 2009

During the first quarter of fiscal 2009, we recorded a pre-tax charge of $4.7 million for professional fees and other costs associated with the
pending merger with Invitrogen. This charge was in addition to a $7.8 million charge recorded in fiscal 2008.

Fiscal 2008

During the fourth quarter of fiscal 2008, we recorded pre-tax charges of $4.7 million for severance costs for 32 employees, some of whom were
involved in the LC/MS product line, which is included in the Applied Biosystems/MDS Analytical Technologies Instruments business, a 50/50
joint venture between us and MDS Inc. Included in the $4.7 million charge was a charge of $0.7 million for severance costs related to the
Applied Biosystems/MDS Analytical Technologies Instruments business. The charges resulted from our realignment to support our strategic
growth priorities and the decision at MDS to resize and refocus its development process. All of our affected employees were notified by May 31,
2008, and are expected to be terminated by December 31, 2008. To date, we have made cash payments of $2.2 million, of which $1.6 million
was made in the first quarter of fiscal 2009, related to these charges. Cash expenditures were funded by cash provided by operating activities.
Additionally, in the first quarter of fiscal 2009, we recorded a pre-tax benefit of $0.1 million for a reduction in anticipated employee-related
costs associated with this charge. The remaining cash expenditures of $2.4 million are expected to be paid by December 31, 2008.

Also during the fourth quarter of fiscal 2008, we recorded pre-tax charges of $1.3 million, comprised of a $0.8 million charge in connection with
the disposal of an aircraft and a $0.5 million related charge for severance costs for 5 employees. We completed the sale of the aircraft in the
fourth quarter of fiscal 2008. All of the affected employees were notified in the fourth quarter of fiscal 2008, and were terminated by the end of
the first quarter of fiscal 2009. During the first quarter of fiscal 2009, we made cash payments of $0.5 million related to severance costs, which
represented the remaining payments related to these charges. Cash expenditures were funded by cash provided by operating activities.

During the second quarter of fiscal 2008, we recorded a pre-tax charge of $2.9 million for severance costs for 41 employees. The charge resulted
from the realignment of our organization to support market dynamics and we plan on redirecting the savings into other strategic initiatives. All
of the affected employees were notified as of December 31, 2007, and were terminated by June 30, 2008. To date, we have made cash payments
of $2.7 million, of which $0.1 million was made in the first quarter of fiscal 2009, which represented the remaining payments related to this
charge. Cash expenditures were funded by cash provided by operating activities. Additionally, in fiscal 2008, we recorded a pre-tax benefit of
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

continued

Charges prior to fiscal 2008

During the first three months of fiscal 2009, we made cash payments of approximately $0.2 million related to excess facility lease space charges
recorded in fiscal 2005. The remaining cash payments of $0.9 million as of September 30, 2008, are expected to be disbursed by fiscal 2011.

Other Events Impacting Comparability
Asset dispositions and legal settlements

In the first quarter of fiscal 2008, we recorded a $7.6 million pre-tax gain in asset dispositions and legal settlements primarily related to a
settlement and licensing agreement entered into with Stratagene Corporation and Agilent Technologies, Inc. (which acquired Stratagene), which
resolved outstanding legal disputes with Stratagene.

Investments

In the first quarter of fiscal 2009, we recorded an other-than-temporary impairment charge of $2.9 million due to a decline in market value of an
investment in the Reserve Primary Fund, a money market fund in the U.S. that is currently in liquidation as a result of having unsecured
commercial paper from Lehman Brothers in its portfolio. The charge was based on our assessment that it is unlikely that the fair value of the
investment will fully recover in the foreseeable future, given that Lehman Brothers has filed a petition under Chapter 11 of the U.S. Bankruptcy
Code. See Note 13 for further information on this investment.

Tax items

In the first quarter of fiscal 2008, we recorded tax charges of $1.8 million primarily related to the recalculation of deferred tax assets as a result
of a decrease in the statutory tax rate in Germany.

Note 3 Pending Merger with Invitrogen

On June 11, 2008, we entered into an Agreement and Plan of Merger with Invitrogen Corporation and Atom Acquisition, LLC, a direct
wholly-owned subsidiary of Invitrogen. On October 15, 2008, the merger agreement was amended to, among other things, change the structure
of the merger and add Atom Acquisition Corporation, an indirect wholly-owned subsidiary of Invitrogen, as a party to the agreement. Pursuant
to the terms and conditions of the amended merger agreement, Atom Acquisition Corporation will be merged into us, and we will survive the
merger as a wholly-owned subsidiary of Invitrogen. Immediately following that merger, we will merge with and into Atom Acquisition LLC,
with that entity continuing as the surviving entity and a direct wholly-owned subsidiary of Invitrogen. The transaction was approved by the
stockholders of each company on October 28, 2008. Closing is conditioned on the receipt of antitrust clearance under the European Council
Merger Regulation and other customary closing conditions. We currently expect the mergers to be completed in mid November 2008. See Note
4 to our consolidated financial statements included in our 2008 Annual Report to Stockholders for additional information related to the pending
merger with Invitrogen (which information is incorporated in this quarterly report by reference).

Table of Contents 12
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

continued

Note 4 Earnings per Share

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

(Dollar amounts in millions, except per share amounts) 2008 2007
Income from continuing operations $ 77.2 $ 605
Net income from discontinued operations 1.2
Total net income $ 772 $ 61.7
Income from continuing operations per shareV

Basic $ 046 $ 033
Diluted $ 0.44 $ 032
Income from discontinued operations per share®

Basic and Diluted $ - $ 0.02

Weighted average number of common shares of
Applied Biosystems stock

Basic 169.2 183.0
Common stock equivalents 4.9 5.4
Diluted 174.1 188.4

Weighted average number of common shares of
Celera stock

Basic 79.1
Common stock equivalents 1.2
Diluted 80.3

M Income from continuing operations per share based on weighted average outstanding shares of Applied
Biosystems stock.

@ Income from discontinued operations per share based on weighted average outstanding shares of

Celera stock.
Options to purchase shares at exercise prices greater than the average market prices of our common stock were excluded from the computation
of diluted earnings per share because the effect was antidilutive. The following table presents the number of shares excluded from the diluted
earnings per share computations for the three months ended September 30:

(Shares in millions) 2008 2007

Applied Biosystems stock 5.3 6.1

Celera stock 2.6
7
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

continued

Note 5 Stockholders Equity and Comprehensive Gain

As previously discussed, on July 1, 2008, we completed the separation of the Celera group. The following table illustrates the impact of the
Celera separation on consolidated Stockholders Equity.

(Dollar amounts in millions)

Balance at June 30, 2008 $ 2,064.5
Celera separation equity adjustments:

Celera stock (0.8)
Capital in excess of par value (1,573.5)
Retained earnings 943.9
Accumulated other comprehensive income 1.0
Treasury stock at cost 0.4
Balance at July 1, 2008 $ 1,435.5

The components of comprehensive gain 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 for the three months ended
September 30 was as follows:

(Dollar amounts in millions) 2008 2007

Net income from continuing operations $ 77.2 $60.5

Other comprehensive gain (loss):

Net unrealized losses on investments 0.1)
Net unrealized gains (losses) on hedge contracts 11.5 9.8)
Net unrealized (gains) losses on hedge contracts reclassified into earnings 4.4 0.5)
Foreign currency translation adjustments (28.6) 13.8

Pension and postretirement benefits 1.7 0.6

Total other comprehensive gain (loss) (11.0) 4.0

Total comprehensive gain $ 66.2 $64.5

Note 6 Inventories

Inventories included the following components:

September 30, June 30,

(Dollar amounts in millions) 2008 2008

Raw materials and supplies $ 55.9 $ 54.6

Work-in-process 13.9 12.5

Finished products 106.0 94.7

Total inventories, net $175.8 $161.8
8
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 7 Additional Information

Selected Accounts

APPLIED BIOSYSTEMS INC.

continued

The following table provides the major components of selected accounts of the interim condensed consolidated statements of financial position:

(Dollar amounts in millions)
Other Current Assets

Pending redemptions and maturities
Current deferred tax asset
Deferred compensation

Other

Total other current assets
Other Long-Term Assets
Noncurrent deferred tax asset
Purchased licenses

Prepaid pension benefit cost
Other

Total other long-term assets
Other Accrued Expenses
Deferred revenues

Royalties

Warranty

Other

Total other accrued expenses
Other Long-Term Liabilities
Accrued pension benefits
Accrued postretirement benefits
Noncurrent deferred revenue
Noncurrent deferred compensation
Other

Total other long-term liabilities

Table of Contents

September 30, June 30,

2008 2008

$ 62.6 $ -
314 34.8
27.1 34.0
63.5 59.5

$184.6 $128.3

$304.6 $319.8

359 38.6
22.0 20.9
59.8 64.8

$422.3 $444.1

$111.1 $125.2

37.0 37.3
13.2 13.8
93.9 136.5

$255.2 $312.8

$ 65.6 $ 647

54.3 54.4
44.6 47.0
271 34.0
33.2 39.9

$224.8 $240.0
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Note 8 Goodwill and Intangible Assets

The carrying amounts of our intangible assets were as follows:

(Dollar amounts in millions)
Amortized Intangible Assets
Acquired technology

Patents

Customer relationships

Other

Total amortized intangible assets

Unamortized Intangible Assets
Trade name
Total

continued

Weighted
Average
Life

September 30, 2008

Gross
Carrying

Accumulated

Amount Amortization

$34.9 $21.8

29.9 26.7

271 10.0

1.8 1.3

$93.7 $59.8
4.9

$98.6 $59.8

June 30, 2008

Gross
Carrying

Amount

$34.9
29.9
27.1
1.8
$93.7

4.9
$98.6

Accumulated
Amortization

$20.1
26.4
9.0
1.2
$56.7

$56.7

Aggregate amortization expense was $3.1 million in both the first three months of fiscal 2009 and the first three months of fiscal 2008. We
record amortization expense in cost of sales, except for amortization of acquisition-related intangible assets which is recorded in the amortization
of purchased intangible assets in the interim condensed consolidated statements of operations. At September 30, 2008, 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.

(Dollar amounts in millions)
Remainder of fiscal 2009
2010
2011
2012
2013

The carrying amount of goodwill at September 30, 2008 and June 30, 2008, was $243.2 million.

Note 9 Debt and Lines of Credit

$8.9
9.5
6.3
5.0
3.0

We maintain a $250 million unsecured revolving credit agreement with four banks that matures on May 25, 2012. This amount was increased
from $200 million effective August 27, 2007, at our request in accordance with the terms of the agreement. Borrowings under this agreement
may be made in U.S. dollars and other currencies, and bear interest at a fluctuating rate generally equal to Citibank, N.A. s base rate or at a
periodic fixed rate equal to LIBOR plus a margin of between 15 and 32.5 basis points based on our long-term senior unsecured non-credit
enhanced debt ratings. Commitment and facility fees are also based on our long-term senior unsecured non-credit enhanced debt ratings. There
were no borrowings outstanding under this agreement at September 30, 2008, and June 30, 2008. In the event of a change in control of our

Company, we would no longer have access to this revolving credit agreement.
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On August 27, 2007, we entered into a $100 million unsecured term loan agreement with Bank of America, N.A. that matured on September 4,
2008. On maturity, the agreement was terminated. Borrowings under this agreement bore interest at a fluctuating rate generally equal to Bank of
America, N.A. s base rate or at a periodic fixed rate equal to LIBOR plus a margin of between 20 and 40 basis points based on our long-term
senior unsecured non-credit enhanced debt ratings. At June 30, 2008, there was $100 million outstanding under this agreement, classified as
loans payable in the interim condensed consolidated statement of financial position. Amounts borrowed under this agreement were used

10
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

continued

to partially fund the repurchase of shares of Applied Biosystems stock. See Note 7 to our consolidated financial statements included in our 2008
Annual Report to Stockholders for further information related to our repurchase of shares (which information is incorporated in this quarterly
report by reference).

Note 10  Supplemental Cash Flow Information

Significant non-cash financing activity for the three months ended September 30 was as follows:

(Dollar amounts in millions) 2008 2007
Dividends declared but not paid $7.2  $7.8
Tax benefit related to employee stock options 1.2 35
Issuances of restricted stock 9.3 6.3

Note 11 Guarantees
Leases

We provide lease-financing options to our customers through third party financing companies. For some leases, the financing companies have
recourse to us for any unpaid principal balance on 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 on the completion of installation and 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, 2008, the financing
companies outstanding balance of lease receivables with recourse to us was $5.8 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.

Pension Benefits

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 payment obligations were not transferable to the buyer under German law. The guaranteed payment obligation,
which approximated $54 million at September 30, 2008, is not expected to have a material adverse effect on our interim condensed 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
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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 product warranty accrual covers parts and labor for repairs and replacements covered by our product warranties. 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.

11
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The following table provides the analysis of the warranty reserve for the three months ended September 30:

(Dollar amounts in millions)

Balance beginning of period
Accruals for warranties
Usage of reserve

Other*

Balance at September 30

2008 2007

$13.8 $12.1
3.8 4.3
4.1) 4.2)
0.3) 0.2)

$13.2 $12.0

* Other consists of accrual adjustments to reflect actual experience and currency translation.
Note 12 Pension and Other Postretirement Benefits

The components of net pension and postretirement benefit expenses for the three month period ended September 30 were as follows:

Three months ended

September 30,
(Dollar amounts in millions) 2008 2007
Pension
Service cost $ 08 $ 08
Interest cost 11.1 11.1
Expected return on plan assets (12.1) (12.1)
Amortization of prior service cost 0.2 0.2
Amortization of losses 0.6 0.6
Net periodic expense $ 0.6 $ 06
Postretirement Benefit
Service cost $ - $
Interest cost 0.7 0.7
Amortization of gains
Net periodic expense $ 0.7 $ 07

We contributed approximately $0.2 million to our foreign and non-qualified domestic plans during the three months ended September 30, 2008,
and expect to contribute an additional $2.7 million during the remainder of fiscal 2009. Based on the level of our contributions to the qualified
U.S. pension plan during previous years, we do not expect to have to fund our qualified U.S. pension plan for the remainder of calendar 2008 in
order to meet minimum statutory funding requirements. We made benefit payments of approximately $1.4 million under the postretirement plan
during the three months ended September 30, 2008, and we expect to make approximately $4.2 million of additional benefit payments during the
remainder of fiscal 20009.
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Note 13  Contingencies
Pending Redemptions and Maturities

During the first quarter of fiscal 2009, we recorded a $2.9 million loss related to our investment in the Reserve Primary Fund, a money market
fund currently in liquidation as a result of having unsecured commercial paper from Lehman Brothers in its portfolio. In addition, during the
quarter, we reclassified $62.6 million from cash and cash equivalents to other current assets. The reclassification to other current assets relates to
$46.4 million that was invested in the Reserve Primary Fund and $16.2 million that was a term deposit with a Dutch branch of Landsbanki, an
Icelandic bank that was nationalized and has suspended paying creditors. We may need to recognize additional losses in future quarters relative
to these investments as the issues with these investments are resolved.
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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. 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 others. We believe that we have meritorious defenses against the claims currently asserted
against us, including those described below, and intend to defend them vigorously. However, the outcome of legal actions is inherently
uncertain, and we cannot be sure that we will prevail in our defense of claims currently asserted against us. An adverse determination in the
cases we are currently defending, particularly the claims against us described below under the heading Commercial Litigation, could harm us.

Commercial Litigation

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 7, 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. 5,476,928, entitled Modified Nucleotides and Polynucleotides and
Complexes Form Therefrom, U.S. Patent No. 5,449,767, entitled Modified 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 Methods of
Preparing and Using Same. These four patents have since expired. 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 Method and Structures Employing Chemically
Labelled Polynucleotide Probes. The allegedly infringing products include our sequencing reagent kits, our TagMan® genotyping and gene
expression assays, and the gene expression microarrays used with our 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. In August and
September, 2007, the court issued a series of orders favorable to us and dismissing all of these claims, but Enzo may seek to appeal those orders
to the United States Court of Appeals for the Federal Circuit.

Molecular Diagnostics Laboratories filed a class action complaint against us, Hoffmann-La Roche Inc., and Roche Molecular Systems, Inc. in
the U.S. District Court for the District of Columbia on September 23, 2004, and filed an amended complaint on July 5, 2006. The amended
complaint alleges anticompetitive conduct in connection with the sale of Taq DNA polymerase. 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 Roche Molecular Systems, 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. On July 5, 2006, the court certified the case as a class
action. On September 26, 2008, we, Hoffmann-La Roche, and Roche Molecular Systems entered into a settlement agreement with Molecular
Diagnostics Laboratories. On October 10, 2008, the court preliminarily approved the settlement agreement. However, because this is a class
action litigation, the court s final approval of the settlement agreement is subject to, among other things, notice to class members, the court s
consideration of their objections to the agreement, if any, and related court proceedings.

We are involved in several legal actions with Thermo Electron Corporation and its subsidiary Thermo Finnigan LLC. These legal actions
commenced when we, together with MDS, Inc. and our Applied Biosystems/MDS Analytical Technologies Instruments joint venture with MDS,
formerly named Applied Biosystems/MDS SCIEX Instruments, filed a patent infringement action against Thermo Electron in the U.S. District
Court for the District of Delaware on September 3, 2004. The complaint alleges infringement by Thermo Electron of U.S. Patent No. 4,963,736,
and seeks monetary damages, costs, expenses, and other relief as the court deems proper. Thermo Electron has answered the complaint and
counterclaimed for declaratory relief that the 736 patent is invalid, not infringed, and unenforceable, and is seeking dismissal of our complaint, a
judgment that the 736 patent is invalid, not infringed, and unenforceable, costs and expenses, and other relief as the court deems proper. After
the filing of the action against Thermo Electron, on December 8, 2004, Thermo Finnigan filed a patent infringement action against us in the U.S.
District Court for the District of Delaware. The complaint alleges that we have infringed U.S. Patent No. 5,385,654 as a result of, for example,
our commercialization of the ABI PRISM® 3700 Genetic Analyzer. Thermo Finnigan is seeking monetary damages, costs, expenses, and other
relief as the court deems proper. We have answered the complaint and counterclaimed for
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declaratory relief that the 654 patent is invalid, not infringed, and unenforceable, and are seeking dismissal of Thermo Finnigan s complaint, a
judgment that the 654 patent is invalid, not infringed, and unenforceable, costs and expenses, and other relief as the court deems proper. Thermo
Finnigan subsequently filed a second patent infringement action against us, MDS, and the Applied Biosystems/MDS Analytical Technologies
Instruments joint venture in the U.S. District Court for the District of Delaware on February 23, 2005. The complaint alleges that we and the
other defendants have infringed U.S. Patent No. 6,528,784 as a result of, for example, our commercialization of the API 5000 LC/MS/MS
system. Thermo Finnigan is seeking monetary damages, costs, expenses, and other relief as the court deems proper. We have answered the
complaint and counterclaimed for declaratory relief that the 784 patent is invalid and not infringed, and are seeking dismissal of Thermo
Finnigan s complaint, a judgment that the 784 patent is invalid and not infringed, costs and expenses, and other relief as the court deems proper.

We filed a complaint for patent infringement against Michigan Diagnostics LLC on March 26, 2007, in the U.S. District Court for the District of
Massachusetts. We amended the complaint on April 5, 2007. The amended complaint alleges infringement by Michigan Diagnostics of U.S.
Patent Nos. 6,514,717, 6,322,727 and 6,107,024, which are related to chemiluminescent products and methods, and seeks monetary damages,
costs, expenses, injunctive, and other relief as the court deems proper. Michigan Diagnostics filed an answer and counterclaims to our complaint
on January 7, 2008, seeking a declaratory judgment of non-infringement, invalidity, and unenforceability of approximately 60 patents related to
chemiluminescent products and methods, and including antitrust claims based on our alleged misconduct in our alleged enforcement of those
patents.

We filed a complaint on May 31, 2007, in the U.S. District Court for the Northern District of California against [llumina, Inc., Solexa Inc., and a
former chief patent counsel to our company, seeking an injunction restoring to us patents and patent applications that were filed by the former
chief patent counsel but are on their face assigned to Solexa, which was acquired by [llumina in January 2007. The complaint also seeks a
declaration of our rights and duties regarding infringement of these patents, in addition to monetary damages, costs, expenses, and other relief as
the court deems proper. On August 13, 2007, Solexa filed its answer to the complaint and counterclaimed that we make, use, sell, and offer for
sale DNA sequencing products that infringe the patents, U.S. Patent Nos. 5,750,341, 5,969,119, 6,306,597. Solexa is seeking monetary damages,
costs, expenses, injunctive relief, and other relief as the court deems proper.

On June 9, 2008, Fluidigm Corporation filed a complaint against us in the U.S. District Court for the Southern District of New York seeking a
declaratory judgment of non-infringement and invalidity of our U.S. Patent No. 6,814,934, which relates to instruments for real-time PCR
detection. The complaint also seeks costs, expenses and other relief as the court deems proper.

On June 30, 2008, Corbett Life Science, Corbett Robotics Inc., and Corbett Research Pty Ltd. filed a complaint against us in the U.S. District
Court for the Northern District of California seeking a declaratory judgment of non-infringement, invalidity, and unenforceability of our U.S.
Patent No. 6,814,934, which relates to instruments for real-time PCR detection. The complaint also seeks costs, expenses and other relief as the
court deems proper. On September 23, 2008, we answered the complaint and counterclaimed that the Corbett parties make, use, sell, and offer
for sale instruments for real-time PCR detection that infringe the 934 patent. We are seeking monetary damages, costs, expenses, injunctive
relief, and other relief as the court deems proper.

Other Legal Proceedings

We and some of our officers are defendants in a lawsuit brought on behalf of purchasers of Celera stock in our follow-on public offering of
Celera stock completed on March 6, 2000. In the offering, we sold an aggregate of approximately 4.4 million shares of Celera 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 our former Celera group 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 group would not be able to
patent this data. The consolidated complaint seeks
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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.

Celera Separation Indemnity Provisions

On May 8, 2008, we entered into a Separation Agreement with Celera Corporation, at that time one of our wholly-owned subsidiaries, to
separate all of the business, assets, and liabilities of the Celera group from our remaining business. This separation was completed on July 1, and
Celera Corporation is now an independent company that holds all of the business, assets, and liabilities previously attributed to the Celera group.

Under the terms of the Separation Agreement, Celera Corporation has agreed to indemnify us for losses we incur in connection with the class
action lawsuit relating to the 2000 offering of Celera stock, described above. Celera Corporation has also agreed to indemnify us for losses we
incur in connection with the Enzo Biochem/Enzo Life Sciences/Yale University, Molecular Diagnostics, Fluidigm, and Corbett legal actions
described above, but only to the extent that, after a final resolution of these matters, the losses are determined to relate to the business, assets, or
liabilities of the Celera group. This determination, however, would require the agreement of Celera Corporation, and if agreement could not be
reached we would need to seek to resolve any dispute pursuant to the procedures set forth in the Separation Agreement. Accordingly, we cannot
provide any assurances as to whether or to what extent we may seek or obtain indemnity payments from Celera Corporation for losses incurred
in connection with the Enzo Biochem/Enzo Life Sciences/Yale University, Molecular Diagnostics, Fluidigm, or Corbett legal actions. The
Separation Agreement contains similar provisions for future legal actions against us that may involve both the Applied Biosystems and Celera
businesses, and for the same reasons it is inherently uncertain whether we would be able to seek or recover any indemnity payments from Celera
Corporation for losses incurred in any future legal actions. Under the Separation Agreement the amount of any indemnity payable to us for
losses from any of these legal actions would be reduced by the amount of any insurance proceeds we receive covering the underlying loss, as
well as the tax benefit realized because of the loss.

Other than for items deemed not material, we have not accrued for any potential losses in any of 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 14 Fair Value

Effective July 1, 2008, we adopted Statement of Financial Accounting Standards ( SFAS ) No. 157, Fair Value Measurements , for our financial
assets and liabilities that are measured and reported at fair value each reporting period. The application of SFAS No. 157 to our financial assets

and liabilities did not have a material impact on our results of operations or our financial position. Also effective July 1, 2008, we adopted SFAS
No. 159, The Fair Value Option for Financial Assets and Financial Liabilities Including an Amendment of FASB Statement No. 115, which
permits entities to measure some financial assets and liabilities at fair value on an instrument-by-instrument basis. We did not elect the fair value
option for any of our financial assets or liabilities which were not previously required to be measured at fair value.

SFAS No. 157 provides a framework for measuring fair value and requires expanded disclosures regarding fair value measurements. SFAS

No. 157 defines fair value as the price that would be received to sell an asset or paid to transfer a liability (i.e., the exit price ) in an orderly
transaction between market participants at the measurement date. In determining fair value, SFAS No. 157 permits the use of various valuation
methodologies, including market, income and cost approaches. SFAS No. 157 establishes a hierarchy for inputs used in measuring fair value that
maximizes the use of observable inputs and minimizes the use of unobservable inputs by requiring that the observable inputs be used when
available.
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The fair value hierarchy is broken down into three levels based on the reliability of inputs. We have categorized our cash equivalents and short
term investments, derivatives and deferred compensation assets and liabilities within the hierarchy as follows:

Level 1 These valuations are based on a market approach using quoted prices in active markets for identical assets and liabilities. Level 1 assets
and liabilities include our investments in institutional money-market funds that are classified as cash equivalents, the investment funds of the
deferred compensation plan assets and the corresponding deferred compensation plan liability. Valuations of these products do not require a
significant degree of judgment.

Level 2 The derivative instrument valuations are based primarily on an income approach using spot, forward, interest and volatility rates, as well
as credit default swap spreads, all of which are quoted by the Bloomberg financial system, with the exception of the spot rates which are posted
on the Wall Street Journal website by the Reuters financial system. Derivative instruments utilizing Level 2 inputs include foreign-exchange
forward and option contracts. Also included as Level 2 assets are our investments in money market instruments (e.g., commercial paper) that are
classified as cash equivalents. These valuations are based on a market approach since similar instruments can be observed in the broker/dealer
market. The broker/dealer market valuations for these instruments are generated from interest rates at the time of valuation to the original
maturity date.

Level 3 These valuations are based on various approaches using inputs that are unobservable and significant to the overall fair value
measurement. Certain assets are classified within Level 3 of the fair value hierarchy because they trade infrequently and, therefore, have little or
no transparency. Because of the recent credit problems with the Reserve Primary Money Market Fund, our investment in this asset is valued
using Level 3 inputs and significant management judgment. This Fund is in the process of liquidating all remaining assets at or above amortized
cost. The final published net asset value ( NAV ) for this Fund was $0.97, which resulted in the valuation noted in the table below. Due to the
Fund s management s intentions to liquidate at or above amortized cost, and taking into consideration the short-term nature of the Fund s weighted
average maturity of 50 days, management concluded that the $0.97 NAV last published was a reasonable valuation.

The following table shows by level within the fair value hierarchy our financial assets and liabilities that are accounted for at fair value on a
recurring basis as of September 30, 2008. As required by SFAS No. 157, financial assets and liabilities are classified in their entirety based on
the lowest level of input that is significant to the fair value measurement. Our assessment of the significance of a particular input to the fair value
measurement requires judgment and may affect their placement within the fair value hierarchy levels.

Recurring Fair Value Measurements at September 30, 2008 by Level

(Dollar amounts in millions) Level 1 Level 2 Level 3 Total
Assets

Investment securities

Money market funds $28.6 $ - $46.4 $ 75.0
Commercial paper 79.3 79.3
Deferred compensation plan assets 27.1 27.1
Derivative instruments 7.2 7.2
Total assets $55.7 $86.5 $46.4 $188.6
Liabilities

Deferred compensation plan liabilities $27.1 $ - $ - $ 271
Total liabilities $27.1 $ - $ - $ 27.1
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The following table for the three months ended September 30, 2008 includes the activity in the balance sheet accounts for financial instruments
classified within Level 3 of the valuation hierarchy. When a determination is made to classify a financial instrument within Level 3, the
determination is based upon the significance of the unobservable inputs to the
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overall fair value measurement. Level 3 financial instruments typically include, in addition to the unobservable components or Level 3
components, observable components which are validated to external sources.

Level 3 Financial Assets

Money Market
(Dollar amounts in millions) Funds
Balance at July 1, 2008 $ -
Transfer in to Level 3 46.4
Balance at September 30, 2008* $46.4

* See Note 13 for further information on this investment.
Investment Securities

Our institutional money market funds, with the exception of the Reserve Primary Fund, and the various investment funds of the deferred
compensation plan are traded in an active market and the net asset value of each fund on the last day of the quarter is used to determine its fair
value and the fair value of the corresponding liability.

Derivative Instruments

We have incorporated counterparty risk into the fair value of our derivative assets and our credit risk into the value of our derivative liabilities.
We calculate credit risk from observable data related to credit default swaps ( CDS ) as quoted by the Bloomberg financial system. Counterparty
risk is represented by 12-month CDS spreads related to the senior secured debt of the respective banks with whom we have executed these
derivative transactions. Because CDS spread information is not available for our Company, our credit risk is determined based on using a simple
average of the 12-month CDS spreads for other companies that have been similarly rated by Standard & Poor s who are also categorized within
Bloomberg s Health Care industry sub-segment, a classification to which the Company belongs.

Note 15  Discontinued Operations

On July 1, 2008, we completed the separation of all of the business, assets, and liabilities of the Celera group, one of our business units, from our
remaining business. The separation was completed by means of a redemption of each outstanding share of Celera stock in exchange for one
share of common stock of Celera Corporation, a Delaware corporation, which now holds all of the business, assets, and liabilities previously
attributed to the Celera group. On July 1, 2008, following the Celera group separation, Celera Corporation became an independent,
publicly-traded company whose shares are listed on the NASDAQ stock market under the symbol CRA. The historical results of the Celera
group have been reflected as discontinued operations in the interim condensed consolidated financial statements for all periods presented. There
was no discontinued operations activity within the interim condensed consolidated statement of operations for the three months ended
September 30, 2008, and there were no remaining assets and liabilities within discontinued operations at September 30, 2008.

The following table summarizes results from discontinued operations of the Celera group for the three months ended September 30, 2007
included in the interim condensed consolidated statement of operations:
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(Dollar amounts in millions)

Net revenue $15.4
Costs and expenses 20.2
Loss from discontinued operations 4.8)
Other income (expense), net 6.9
Income from discontinued operations before taxes 2.1
Provision for income taxes 0.9
Net income from discontinued operations $ 12
17
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The components of net assets of discontinued operations included in the interim condensed consolidated statement of financial position at
June 30, 2008 were as follows:

(Dollar amounts in millions)

Current Assets

Cash and cash equivalents $ 458
Short-term investments 287.7
Accounts receivable, net 40.2
Inventories, net 8.5
Prepaid expenses and other current assets 26.2
Total current assets $ 408.4

Long-term Assets

Property, plant and equipment, net $ 109
Goodwill and intangible assets, net 236.9
Other long-term assets 6.6
Total long-term assets $254.4

Current Liabilities

Loans payable $ 0.1
Accounts payable 6.1
Accrued salaries and wages 10.9
Accrued taxes on income 0.4
Other accrued expense 12.5
Total current liabilities $ 30.0

Long-term Liabilities

Other long-term liabilities $ 3.8
Total long-term liabilities $ 3.8
Net Assets of Discontinued Operations $629.0

During the first quarter of fiscal 2008, we received $12.9 million in cash related to the settlement of German tax audits related to one of our
former German affiliates.
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MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

Management s Discussion of Continuing Operations

The purpose of the following management s discussion and analysis is to provide an overview of the business of Applied Biosystems Inc. to help
facilitate an understanding of significant factors influencing our historical operating results, financial condition, and cash flows and also to
convey our expectations of the potential impact of known trends, events, or uncertainties that may impact our future results. You should read this
discussion in conjunction with our consolidated financial statements and related notes included in this report and in our 2008 Annual Report to
Stockholders. Historical results and percentage relationships are not necessarily indicative of operating results for future periods. When used in
this management discussion, the terms Company, we, us, or our mean Applied Biosystems Inc.

We have reclassified some prior year amounts for comparative purposes.
Overview

We are a global leader in the development and marketing of instrument-based systems, consumables, software, and services for academic
research, the life science industry, and commercial markets. We commercialize innovative technology solutions for DNA, RNA, protein, and
small molecule analysis. Customers across the disciplines of academic and clinical research, pharmaceutical research, and manufacturing,
forensic DNA analysis, and agricultural biotechnology use our products and services to accelerate scientific discovery, improve processes
related to drug discovery and development, detect potentially pathogenic microorganisms, and identify individuals based on DNA sources. We
have a comprehensive service and field applications support team for a global installed base of high-performance genetic and protein analysis
solutions. Our fiscal year ends on June 30.

Pending Merger with Invitrogen

On June 12, 2008, we and Invitrogen Corporation announced that our respective boards of directors had approved a definitive merger agreement
under which Invitrogen will acquire all of the outstanding shares of Applied Biosystems Group Common Stock, which we refer to as  Applied
Biosystems stock. The merger was approved by the stockholders of each company on October 28, 2008. The closing of the merger is
conditioned on the receipt of antitrust clearance under the European Council Merger Regulation and other customary closing conditions. We
currently expect the merger to be completed in mid November 2008.

Celera Separation

On July 1, 2008, we completed the separation of all of the business, assets, and liabilities of the Celera group, one of our business units, from our
remaining business. The separation was completed by means of a redemption of each outstanding share of Celera Group Common Stock in
exchange for one share of common stock of Celera Corporation, a Delaware corporation, which now holds all of the business, assets, and
liabilities previously attributed to the Celera group. On July 1, 2008, following the Celera group separation, Celera Corporation became an
independent, publicly-traded company whose shares are listed on the NASDAQ stock market under the symbol CRA. Applied Biosystems
became our only business and Applied Biosystems stock became our only class of outstanding common stock. In connection with the Celera
separation, we changed our corporate name to Applied Biosystems Inc. to reflect the remaining business of the Company following the
separation.

Amounts previously reported for the Celera group have been reclassified and stated as discontinued operations. See Note 15 to our interim
condensed consolidated financial statements for more information on our discontinued operations.
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Business Developments

Listed below are significant business developments since the filing of our Annual Report on Form 10-K for fiscal 2008.

In October 2008, we launched the TagMan® OpenArray Genotyping System designed to enable customers to leverage the speed and
accuracy of gold-standard Tagman technology for screening and validation applications in fast-growing markets such as disease
association studies and understanding drug treatment response as a function of individual genotype in clinical studies.

Earlier in October, we introduced two new mass spectrometry systems the AB SCIEX Triple Quad 5500 and the AB SCIEX
QTRAP® 5500 based on a completely new, next-generation platform that is expected to set elevated standards for sensitivity,
scan speed and functionality. These systems are ideally suited for fast-growing application areas like drug metabolite
identification, protein biomarker validation, and food and water analysis.

Also in October, we announced the SOLiD 3 system, which is expected to further extend the industry-leading accuracy and throughput
capabilities of this next-generation sequencing platform while providing new automation options and streamlined workflows. SOLiD 3 is
expected to lower the cost of sequencing an entire human genome to less than $10,000, a level that may catalyze new research to
understand the cause, diagnosis and potential treatment of complex diseases. We also announced two SOLiD-optimized kits for the
analysis of small RNAs and transcriptome-wide expression profiles.

At the end of September 2008, we received 510(k) clearance from the U.S. Food and Drug Administration ( FDA ) for our new 7500 Fast
Dx Real-Time PCR Instrument for use with the new Centers for Disease Control and Prevention ( CDC ) rtPCR flu panel. Together with the
7500 Fast Dx Real-Time PCR Instrument, the new CDC diagnostic assay can accurately detect and identify commonly circulating human
influenza viruses as well as avian influenza A (H5N1, Asian lineage) viruses within four hours and in multiple samples at one time, aiding
public health officials in making rapid and accurate diagnoses.

In related news, our Singapore facility received ISO 13485:2003 quality certification during the first quarter of fiscal 2009 for in-vitro
diagnostic medical devices, enhancing our ability to serve our customers in applied and validated markets. This stringent, globally
recognized management system standard enables CE marking of products for sale within the European Community.

During the first quarter of fiscal 2009, we made several announcements about how our systems were advancing quality and safety testing.
In September 2008, the FDA purchased seven of our 4000 Q TRAP® Systems for the analysis of potentially harmful pesticides in the U.S.
food supply. And early in October 2008, we introduced a rapid, rtPCR-based molecular test to detect mycoplasma contamination in
biopharmaceutical manufacturing operations. Rapid molecular methods are gaining increasing use in pharmaceutical manufacturing for the
analysis of contaminants such as bacteria and fungi.

Critical Accounting Estimates

There were no material changes to our critical accounting estimates during the first three months of fiscal 2009. For further information on our
critical accounting estimates, refer to the discussion contained in the management s discussion and analysis section of our 2008 Annual Report to
Stockholders (which discussion is incorporated in this quarterly report by reference).
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Events Impacting Comparability

We are providing the following information on some actions taken by us or events that occurred in the periods indicated. We describe the effect
of these items on our reported earnings for the purpose of providing you with a better understanding of our on-going operations. You should
consider these items when making comparisons to past performance and assessing prospects for future results.

Income/(charge)

Three months ended

September 30,

(Dollar amounts in millions) 2008 2007
Employee-related charges, asset impairments and other $4.7) $ -
Other events impacting comparability:
Asset dispositions and legal settlements $ - $7.6
Investment loss, net 2.9)
Tax items (1.8)

Employee-Related Charges, Asset Impairments and Other

The following items have been recorded in the interim condensed consolidated statements of operations in employee-related charges, asset
impairments and other, except as noted.

Fiscal 2009

During the first quarter of fiscal 2009, we recorded a pre-tax charge of $4.7 million for professional fees and other costs associated with the
pending merger with Invitrogen. This charge was in addition to a $7.8 million charge recorded in fiscal 2008.

Fiscal 2008

During the fourth quarter of fiscal 2008, we recorded pre-tax charges of $4.7 million for severance costs for 32 employees, some of whom were
involved in the LC/MS product line, which is included in the Applied Biosystems/MDS Analytical Technologies Instruments business, a 50/50
joint venture between us and MDS Inc. Included in the $4.7 million charge was a charge of $0.7 million for severance costs related to the
Applied Biosystems/MDS Analytical Technologies Instruments business. The charges resulted from our realignment to support our strategic
growth priorities and the decision at MDS to resize and refocus its development process. All of our affected employees were notified by May 31,
2008, and are expected to be terminated by December 31, 2008. To date, we have made cash payments of $2.2 million, of which $1.6 million
was made in the first quarter of fiscal 2009, related to these charges. Cash expenditures were funded by cash provided by operating activities.
Additionally, in the first quarter of fiscal 2009, we recorded a pre-tax benefit of $0.1 million for a reduction in anticipated employee-related
costs associated with this charge. The remaining cash expenditures of $2.4 million are expected to be paid by December 31, 2008.

Also during the fourth quarter of fiscal 2008, we recorded pre-tax charges of $1.3 million, comprised of a $0.8 million charge in connection with
the disposal of an aircraft and a $0.5 million related charge for severance costs for 5 employees. We completed the sale of the aircraft in the
fourth quarter of fiscal 2008. All of the affected employees were notified in the fourth quarter of fiscal 2008, and were terminated by the end of
the first quarter of fiscal 2009. During the first quarter of fiscal 2009, we made cash payments of $0.5 million related to severance costs, which
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represented the remaining payments related to these charges. Cash expenditures were funded by cash provided by operating activities.

During the second quarter of fiscal 2008, we recorded a pre-tax charge of $2.9 million for severance costs for 41 employees. The charge resulted
from the realignment of our organization to support market dynamics and we plan on redirecting the savings into other strategic initiatives. All
of the affected employees were notified as of December 31, 2007, and were terminated by June 30, 2008. To date, we have made cash payments
of $2.7 million, of which $0.1 million was made in the first quarter of fiscal 2009, which represented the remaining payments related to this
charge. Cash expenditures were funded by cash provided by operating activities. Additionally, in fiscal 2008, we recorded a pre-tax benefit of
$0.2 million for a reduction in anticipated employee-related costs associated with this charge.
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Charges prior to fiscal 2008

During the first three months of fiscal 2009, we made cash payments of approximately $0.2 million related to excess facility lease space charges
recorded in fiscal 2005. The remaining cash payments of $0.9 million as of September 30, 2008, are expected to be disbursed by fiscal 2011.

Other Events Impacting Comparability
Asset dispositions and legal settlements

In the first quarter of fiscal 2008, we recorded a $7.6 million pre-tax gain in asset dispositions and legal settlements primarily related to a
settlement and licensing agreement entered into with Stratagene Corporation and Agilent Technologies, Inc. (which acquired Stratagene), which
resolved outstanding legal disputes with Stratagene.

Investments

In the first quarter of fiscal 2009, we recorded an other-than-temporary impairment charge of $2.9 million due to a decline in market value of an
investment in the Reserve Primary Fund, a money market fund in the U.S. that is currently in liquidation as a result of having unsecured
commercial paper from Lehman Brothers in its portfolio. The charge was based on our assessment that it is unlikely that the fair value of the
investment will fully recover in the foreseeable future, given that Lehman Brothers has filed a petition under Chapter 11 of the U.S. Bankruptcy
Code. We may recognize additional losses in future quarters as the issues with this investment are resolved. See Discussion of Condensed
Consolidated Financial Resources and Liquidity for further information about this fund.

Tax items

In the first quarter of fiscal 2008, we recorded tax charges of $1.8 million primarily related to the recalculation of deferred tax assets as a result
of a decrease in the statutory tax rate in Germany.
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Discussion of Consolidated Continuing Operations

(Dollar amounts in millions)

Net revenues
Cost of sales

Gross margin

SG&A expenses

R&D

Amortization of purchased intangible assets
Employee-related charges, asset impairments and other
Asset dispositions and legal settlements

Operating income

Loss on investments
Interest income, net

Other income (expense), net

Income from continuing operations before income taxes
Provision for income taxes

Income from continuing operations

Percentage of net revenues:
Gross margin

SG&A expenses

R&D

Operating income

Effective income tax rate

The following table summarizes the impact of the previously described events impacting comparability included in the financial results for fiscal

2009 and 2008:

(Dollar amounts in millions)

Table of Contents

Three Months Ended
September 30,
% Increase/

2008 2007 (Decrease)

$533.1  $501.2 6.4%
210.7 221.3 (4.8%)
322.4 279.9 15.2%
160.3 149.4 7.3%

49.3 50.6 (2.6%)
2.6 2.6 0.0 %
4.7

(7.6) (100.0%)

105.5 84.9 24.3%
(2.9)
4.0 3.6 11.1%
0.2 1.1 (81.8%)
106.8 89.6 19.2%
29.6 29.1 1.7%
$ 772 $ 605 27.6%

60.5%  55.8%
30.1%  29.8%

92%  10.1%
19.8% 16.9%

277%  32.5%

Three Months Ended
September 30,
2008 2007
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Income (charge) included in income before income taxes $(7.6) $7.6
Provision (benefit) for income taxes 2.2) 4.2

Income from continuing operations increased in the first quarter of fiscal 2009 compared to the prior year quarter due to higher net revenues and
gross margin, partially offset by higher SG&A expenses and the previously described events impacting comparability. The net effect of foreign
currency on our income from continuing operations was a benefit of approximately $4 million during the first quarter of fiscal 2009 as compared
to the prior year quarter.
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Revenues overall summary

The following table sets forth our revenues by product categories for the three months ended September 30:

Three Months Ended
September 30,
% Increase/

(Dollar amounts in millions) 2008 2007 (Decrease)
DNA Sequencing $140.0 $129.0 9%
% of total revenues 26% 26%

Real-Time PCR/Applied Genomics 202.7 180.1 13%
% of total revenues 38% 36%

Mass Spectrometry 109.2  121.1 (10%)
% of total revenues 21% 24%

Core PCR & DNA Synthesis 54.3 46.6 17%
% of total revenues 10% 9%

Other Product Lines 26.9 24.4 10%
% of total revenues 5% 5%

Total $533.1 $501.2 6%

The effect of foreign currency increased net revenues by less than 3% in the first quarter of fiscal 2009 as compared to the prior year quarter.

Real-Time PCR/Applied Genomics:

Revenues in the Real-Time PCR/Applied Genomics product category increased in the first quarter of fiscal 2009 compared to the prior
year quarter primarily due to higher sales of consumables products, including human identification kits used in forensics, sequence
detection consumables, TagMan® Gene Expression Assay products, and RNA kits and reagents. Sales of low end Real-Time PCR
instruments also contributed to the product category growth.
Lower royalty revenues were almost entirely offset by higher service and support revenues.

Mass Spectrometry:

Revenues in the Mass Spectrometry product category decreased in the first quarter of fiscal 2009 compared to the prior year quarter
primarily due to lower sales of the API triple quad and Q TRAP® systems. The lower instrument sales were partially offset by higher
instrument service contract revenues.

The decrease was primarily attributable to contraction of capital spending for mass spectrometry in our core small-molecule
pharmaceutical market in North America and Europe, which in part is a function of more outsourcing to contract research organizations

( CROs ), purchase delays ahead of our new product introductions, and competitive pressures. Mass spectrometry sales were down in every

major geographic region with the exception of Asia Pacific, other than Japan. Applied market and proteomics sales were relatively flat.
DNA Sequencing:
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Revenues in the DNA Sequencing product category increased for the first quarter of fiscal 2009 compared to the same quarter last year
primarily due to sales of the SOLiD next-generation DNA sequencing system. We recognized our first revenues from sales of this system
during the third quarter of fiscal 2008.
Partially offsetting the increased instrument sales were lower consumables sales, primarily DNA sequencing consumables.

Core PCR & DNA Synthesis:

Revenues in the Core PCR & DNA Synthesis product category increased for the first quarter of fiscal 2009 compared to the same quarter
last year primarily due to non-recurring royalty revenues.
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Other:

Revenues in the Other Product Lines product category increased primarily due to a final payment related to a terminated U.S. Department
of Defense contract.
Revenues by sources

The following table sets forth our revenues by sources for the three months ended September 30:

Three Months Ended
September 30,
% Increase/

(Dollar amounts in millions) 2008 2007 (Decrease)
Instruments $192.2 $1894 1.5%
Consumables 231.5 216.2 7.1%
Other sources 109.4 95.6 14.4%
Total $533.1 $501.2 6.4%
Instruments

For the first quarter of fiscal 2009, instrument revenues slightly increased from the prior year quarter primarily due to sales of the SOLiD System
in the DNA Sequencing product category and higher sales of low end Real-Time PCR instruments in the Real-Time PCR/Applied Genomics
product category, partially offset by lower sales of the API triple quad and Q TRAP systems in the Mass Spectrometry product category.

Consumables
The increase in consumables sales in the first quarter of fiscal 2009 primarily reflected the strength of Real-Time PCR/Applied Genomics
consumable sales. These sales increased primarily as a result of higher sales of human identification kits used in forensics, sequence detection

consumables, TagMan Gene Expression Assay products, and RNA kits and reagents. Partially offsetting this increase were lower sales of
consumables in the DNA Sequencing product category.

Other sources
Revenues from other sources, which included service and support, royalties, licenses, and contract research, increased in the first quarter of

fiscal 2009 primarily due to higher service contract revenues, particularly in the Mass Spectrometry product category, and contract research
revenues.

Revenues by geographic area

The following table sets forth our revenues by geographic area for the three months ended September 30:
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Foreign

Reported Currency Operational
(Dollar amounts in millions) 2008 2007 Growth Effect Growth *
United States $226.9 $223.9 1% 1%
Europe 178.6 165.9 8% 6% 2%
Asia Pacific 1012 899 13% 3% 10%
Other markets 26.4 21.5 23% 6% 17 %
Total $533.1 $501.2 6% 3% 3%
(@ Asia Pacific:
Japan (10%) 5% (15%)
All other 38% 2% 36%

*Reported growth less impact of foreign currency.

Revenues in Europe increased primarily as a result of sales of the SOLiD system, and higher sales of human identification kits, sequence
detection consumables, RNA kits and reagents, TagMan Gene Expression Assay products, and genetic analyzers. This growth was

partially offset by lower sales of the Q TRAP and API triple quad systems.
The growth in revenues in Asia Pacific, other than Japan, was led by China and Korea. From a product perspective, revenues increased

primarily due to sales of the SOLiD system and higher sales of our mass spectrometry systems.
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Declining revenues in Japan were primarily the result of lower sales of API triple quad and Q TRAP systems in the region.

In the U.S., revenues increased primarily as a result of sales of the SOLiD system and higher sales of Real-Time PCR instruments,

TagMan Gene Expression Assay products, and RNA kits and reagents. This growth was partially offset by lower sales of the API triple

quad system, DNA sequencing consumables, and Q TRAP systems. In addition, we recognized a final payment related to a terminated

U.S. Department of Defense contract.
Gross margin, as a percentage of net revenues, increased for the first quarter of fiscal 2009 compared to the prior year quarter primarily due to
lower enzyme costs, higher volume along with a favorable product mix, recognition of previously deferred margins on sales to the strategic
alliance that Celera has with Abbott Laboratories, a final payment related to a terminated U.S. Department of Defense contract, inventory-related
costs for a product line that was discontinued in the prior year quarter, improved manufacturing efficiencies, and the favorable impact of
currency. Included in gross margin for the first quarter of fiscal 2009 was $5.6 million of past due royalties which was offset by $4.1 million of
licensing fee settlements in the prior year quarter. Service margin was higher in the first quarter of fiscal 2009 compared to the same quarter last
year primarily due to higher service revenue and lower service costs, mainly in the Mass Spectrometry and DNA Sequencing product categories.
Lower service costs were mainly attributed to decreased repair activities and service demand.

SG&A expenses for the first quarter of fiscal 2009 increased compared to the prior year quarter primarily due to higher employee-related costs
of approximately $7 million and the unfavorable impact of foreign currency of approximately $5 million.

R&D expenses decreased in the first quarter of fiscal 2009 from the prior year quarter primarily as a result of the reimbursement of R&D
expenses from a scientific collaboration and reduced funding of collaborations compared to the prior year, partially offset by higher
employee-related costs.

Interest income, net increased during the first quarter of fiscal 2009 compared to the same quarter in the prior year primarily due to higher
average cash and cash equivalents and lower interest expense incurred on our loans payable, partially offset by lower average interest rates on
our cash and cash equivalents. The loans, which originated in fiscal 2008 and were fully repaid by the end of the first quarter of fiscal 2009,
were used to fund the accelerated repurchase of shares of Applied Biosystems stock.

Other income (expense), net decreased in the first quarter of fiscal 2009 compared to the same period in fiscal 2008 due primarily to lower
benefits associated with our foreign currency risk management program in fiscal 2009.

The decrease in the effective tax rate for the first quarter of fiscal 2009 compared to the same quarter last year was primarily due to the
implementation of tax planning strategies in our Singapore location as well as the previously described events impacting comparability,
including the events described under tax items.

Discussion of Condensed Consolidated Financial Resources and Liquidity

We had cash and cash equivalents of $418.7 million at September 30, 2008, and $543.2 million at June 30, 2008. This decrease was primarily
due to a reclassification of $62.6 million from cash and cash equivalents to other receivables as well as loan repayments associated with the
accelerated share repurchase program completed in fiscal 2008, partially offset by cash flow from operations. The reclassification to other
receivables related to $46.4 million that was invested in the Reserve Primary Fund, a money market fund currently in liquidation, and $16.2
million that was a term deposit with a Dutch branch of Landsbanki, an Icelandic bank that was nationalized and has suspended repaying
creditors.

We maintain a $250 million unsecured revolving credit agreement with four banks that matures on May 25, 2012. There were no borrowings
outstanding under this agreement at September 30, 2008. On August 27, 2007, we entered into a $100 million unsecured term loan agreement
with Bank of America, N.A. that matured on September 4, 2008. On maturity, the agreement was terminated. Both the revolving credit
agreement and the term loan agreement require that we maintain a debt to total capital ratio, as defined in each agreement, of not more than
0.50:1:00. In the event of a change in control of our Company, we would no longer have access to the revolving credit agreement. See Note 9 to
our interim condensed consolidated financial statements for more information on our loans payable. The amounts borrowed under these
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Applied Biosystems stock. Cash provided by operating activities and our debt borrowings have been our primary source of funds over the last

fiscal year.

We entered into an agreement with Morgan Stanley in August 2007 for the accelerated repurchase of $600 million of Applied Biosystems stock.
During the first quarter of fiscal 2008, we paid Morgan Stanley approximately $602 million for this transaction, of which $327 million was

funded by cash on hand and $275 million was funded by bank loans. In October 2007, 16 million shares of Applied Biosystems stock were
delivered to us under this agreement. In January 2008, Morgan Stanley exercised its option for early settlement of the accelerated share
repurchase transaction and delivered to us an additional 1.9 million shares of Applied Biosystems stock. This repurchase supplemented the

board s standing authorization to replenish shares of Applied Biosystems stock issued under our employee stock benefit plans. Under the terms of
the merger agreement with Invitrogen, we are generally prohibited from repurchasing any shares of Applied Biosystems stock without the prior

agreement of Invitrogen.

The discussion in this section below does not give effect to the indebtedness to be incurred in connection with the pending merger with

Invitrogen and is based on our current liquidity needs and operations.

We believe that existing funds, cash generated from operations, and existing sources of debt financing are more than adequate to satisfy our
normal operating cash flow needs, planned capital expenditures, acquisitions, and dividends for the next twelve months and for the foreseeable

future.

September 30,
(Dollar amounts in millions) 2008
Cash and cash equivalents $ 418.7
Total debt
Working capital 671.1

Debt to total capitalization

June 30,

2008

$ 5432
100.0
585.7
6.5%

Net cash flows of continuing operations for the three months ended September 30 were as follows:

(Dollar amounts in millions) 2008
Net cash from operating activities $ 738
Net cash from investing activities (78.0)
Net cash from financing activities (102.1)
Effect of exchange rate changes on cash (17.2)

Operating activities:

2007

$ 96.6
191.6
(314.9)
Q2.7)

Net cash from operating activities of continuing operations for the first three months of fiscal 2009 was $22.8 million lower than in the first three
months of fiscal 2008. This decrease resulted primarily from a higher use of cash in accounts payable and other liabilities, partially offset by a
higher source of cash in accounts receivable and higher income-related cash flows. The higher use of cash in accounts payable and other
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liabilities was primarily related to the timing of vendor payments, the payment of income taxes in fiscal 2009 compared to tax refunds received
in fiscal 2008 primarily due to the completion of the IRS and foreign tax audits, less prepaid service contracts in fiscal 2009, the payment of
accrued expenses in fiscal 2009 related to our joint venture activities, and the payment in fiscal 2009 of approximately $7 million of costs related
to the pending merger with Invitrogen. The higher source of cash in accounts receivable was primarily related to higher sales volume and
successful collection efforts. Our days sales outstanding was 57 days at September 30, 2008, compared to 58 days at June 30, 2008 and 64 days
at September 30, 2007. Inventory on hand was 4.5 months at September 30, 2008, compared to 3.3 months at June 30, 2008.

Investing activities:

Capital expenditures, net of disposals, for the first three months of fiscal 2009 were $5.7 million higher than in the prior year period primarily
due to expenditures in fiscal 2009 for a manufacturing execution system project, continued facility renovations in Foster City, California, and
purchases of testing, laboratory, and production equipment. The first quarter of fiscal 2009 included $62.6 million related to the reclassification
of the investments in the Reserve Primary Fund and Landsbanki. The first three months of fiscal 2008 included proceeds from sales of available
for sale investments, net of purchases.
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Financing activities:

During the first three months of fiscal 2008, we paid Morgan Stanley approximately $602 million for the accelerated share repurchase
transaction, of which $275 million was funded by bank loans and the balance with cash. During the first quarter of fiscal 2008, we borrowed
$175 million under our $250 million unsecured revolving credit agreement and $100 million under our unsecured term loan agreement. In the
first quarter of fiscal 2009, we repaid $100 million of the term loan, which represented the remaining balance under both of these borrowings.
See Note 9 to our interim condensed consolidated financial statements for more information on our loans payable.

Contractual Obligations

Our significant contractual obligations at September 30, 2008, and the anticipated payments under these obligations were as follows:

Payments by Period
2010-  2012-
(Dollar amounts in millions) Total 2009 @ 2011 2013 Thereafter
Minimum operating lease payments ® $103.9 $ 25.1 $43.9 $18.8 $16.1
Purchase obligations 135.3 113.0 19.4 1.4 1.5
Other long-term liabilities 27.4 1.9 2.6 2.0 20.9
Total $266.6  $140.0  $65.9  $22.2 $38.5

@ Represents cash obligations for the remainder of fiscal 2009.

® Refer to Note 11 to our consolidated financial statements in our 2008 Annual Report to Stockholders for further information.

© Purchase obligations are entered into with various vendors in the normal course of business, and include commitments related to inventory,
capital expenditures, R&D arrangements and collaborations, license agreements, and other services.

@ We have excluded deferred revenues as they have no impact on our future liquidity. We have also excluded deferred tax liabilities and
obligations connected with our pension and postretirement plans and other foreign employee-related plans as they are not contractually fixed
as to timing and amount. See Note 12 to our interim condensed consolidated financial statements contained in this report and Note 6 to our
consolidated financial statements in our 2008 Annual Report to Stockholders for more information on these plans.

Market Risks

Our foreign currency risk management strategy uses derivative instruments to hedge exposures related to various foreign currency forecasted
revenues and intercompany transactions and to offset the impact of changes in currency rates on various foreign currency-denominated assets
and liabilities. The principal objective of this strategy is to minimize the risks and/or costs associated with our global financing and operating
activities. We use forward, option, and range forward contracts to manage our foreign currency exposures. At September 30, 2008, we recorded
in our interim condensed consolidated financial statements a net asset of $6.0 million related to these forward and option contracts, compared
with a net liability of $17.5 million at June 30, 2008. This change was primarily attributable to the fluctuations in currency rates. We do not use
derivative financial instruments for trading or speculative purposes, nor are we a party to leveraged derivatives.

We performed a sensitivity analysis as of September 30, 2008 based on a hypothetical 10% adverse change in foreign currency rates relative to
the U.S. dollar. This analysis included the change in fair value of all derivative financial instruments used to hedge our forecasted third party and
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intercompany sales. In addition, this analysis excluded both the impact of translation on foreign currency-denominated assets and liabilities as
well as the change in fair value of all derivative financial instruments used to hedge these balance sheet items as the resulting amounts would
largely offset each other. As of September 30, 2008, we calculated a hypothetical after-tax loss of $25.6 million, compared to a hypothetical
after-tax loss of $26.9 million at June 30, 2008. If currency rates actually change in a manner similar to the assumed change in the foregoing
calculation, the hypothetical calculated loss would be more than offset by the recognition of higher U.S. dollar equivalent foreign revenues.
Actual gains and losses in the future could, however, differ materially from this analysis, based on changes in the timing and amount of currency
rate movements and actual exposures and hedges.
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Due to recent global economic conditions, especially within the financial services industry, there is the possibility of a significant increase in
non-payment risk associated with our foreign exchange trading partners. Therefore, we conducted a sensitivity analysis with respect to the value
of our outstanding trade portfolio, incorporating an increased indication of credit risk well in excess of that which was recently experienced in
the markets. The result of this analysis showed an immaterial impact on the portfolio s value.

For further information on our market risks, refer to the discussion contained in the management s discussion and analysis section of our 2008
Annual Report to Stockholders (which discussion is incorporated in this quarterly report by reference).

Forward-Looking Statements and Risk Factors

Some statements contained in, or incorporated by reference in, this report are forward-looking and are subject to a variety of risks and

uncertainties. Similarly, the press releases we issue and other public statements we make from time to time may contain language that is

forward-looking. These forward-looking statements may be identified by the use of forward-looking words or phrases such as forecast,  believe,
expect, intend, anticipate, should, plan, estimate, and potential, among others. The forward-looking statements contained in this report

statements regarding the pending merger with Invitrogen, are based on our current expectations and those made at other times will be based on

our expectations when the statements are made. We cannot guarantee that any forward-looking statements will be realized.

The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-looking statements. To comply with the terms of the
safe harbor, we note that a variety of factors could cause actual results and experience to differ materially from anticipated results or other
expectations expressed in forward-looking statements. We also note that achievement of anticipated results or expectations in forward-looking
statements is subject to the possibility that assumptions underlying forward-looking statements will prove to be inaccurate. Investors should bear
this in mind as they consider forward-looking statements. The risks and uncertainties that may affect the operations, performance, development,
and results of our business include, but are not limited to, those described below. We note that we or our business could be affected by other
risks and uncertainties that are not currently known to us or that we have not disclosed because currently we think they are immaterial.

Failure to complete our pending merger with Invitrogen will subject us to financial risks and could cause the price of Applied Biosystems
stock to decline. We have entered into a merger agreement, dated as of June 11, 2008, as amended by a first amendment dated as of
September 9, 2008, and by a second amendment dated as of October 15, 2008, with Invitrogen Corporation, Atom Acquisition, LLC, a direct
wholly-owned subsidiary of Invitrogen, and Atom Acquisition Corporation, an indirect wholly-owned subsidiary of Invitrogen. The proposed
merger is subject to review by regulatory agencies in the EU and some other foreign jurisdictions, and we cannot provide assurances as to
whether we will obtain the necessary clearances or approvals from these agencies or whether those clearances or approvals will impose any
conditions on the Company resulting from the merger. We are subject to a number of other risks associated with the pending merger, including
the following:

the current market price of Applied Biosystems stock may reflect a market assumption that the merger will occur, and a failure to complete
the merger could result in a decline in the market price of Applied Biosystems stock;

the announcement of the merger and our planning for integration of our business with Invitrogen could: disrupt our business plans and
operations; adversely affect our ability to retain key employees; and divert the attention of our management from opportunities that could
be beneficial to our business;

the announcement of the merger could adversely affect our relationships with customers, suppliers and other parties;
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the occurrence of some events, changes, or other circumstances described in the merger agreement could cause a termination of the merger
agreement;

under the merger agreement, we could be required to pay Invitrogen a termination fee of $150 million if the merger agreement is
terminated in some circumstance involving an alternative transaction proposal by another
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company or a change in our board s recommendation of the Invitrogen merger to our stockholders in a manner that is adverse to Invitrogen;

the benefits we expect our stockholders to realize from the merger may not be realized, including as a result of the difficulties or delays in
Invitrogen s ability to successfully integrate its businesses with our business following the merger;

we expect to incur significant legal, accounting, financial advisory, and other costs, fees, expenses and charges related to the merger; and

The Invitrogen merger agreement contains restrictions on activities that are not in the ordinary course of our business, subject to limited

exceptions specified in the merger agreement, and these restrictions could prevent us from pursuing important business opportunities, such

as business or technology acquisitions, while the merger is pending.
Because the market price of Invitrogen s common stock will fluctuate prior to completion of the Invitrogen merger, we cannot assure our
stockholders as to the market value of the shares of Invitrogen common stock that they will receive upon completion of the merger. The
market price of Invitrogen common stock at the time of completion of the merger may vary significantly from the price when we signed the
merger agreement, the price when the per share merger consideration was determined, or the price when we and Invitrogen conducted our
special stockholder meetings to seek approval of the merger. Pursuant to the merger agreement, if the arithmetic average of the volume-weighted
average price of Invitrogen s common stock on each trading day during the 20 consecutive trading days immediately preceding the third business
day prior to the effective time of the merger, or the 20-day VWAP, is less than $46.00 per share, then holders of Applied Biosystems stock who
receive all or a portion of their consideration in shares of Invitrogen stock will also receive an additional cash amount of up to $2.31 per share of
Invitrogen common stock which they receive in the merger. If, however, the 20-day VWARP is less than $43.69 per share, there will not be any
cash paid in addition to the amount described above. Given the extreme volatility of the equity markets during the past several weeks, there can
be no assurance as to the market value of the shares of Invitrogen common stock that holders of Applied Biosystems stock will receive upon
completion of the merger.

Rapidly changing technology in life sciences could make our product line obsolete unless we continue to develop and manufacture new and
improved products and services, and pursue new market opportunities. A significant portion of the net revenues for us each year is derived
from products and services that did not exist in the prior year. We sell our products in several industries that are characterized by rapid and
significant technological changes, frequent new product and service introductions and enhancements, and evolving industry standards. Our
future success depends on our ability to continually improve our current products and services, develop and introduce, on a timely and
cost-effective basis, new products and services that address the evolving needs of its customers, and pursue new market opportunities that
develop as a result of technological and scientific advances in life sciences. These new market opportunities may be outside the scope of our
proven expertise or in areas which have unproven market demand, and the utility and value of new products and services developed by us may
not be accepted in the markets served by the new products. This includes, for example, new products under development for the clinical
diagnostics market, which are described in the immediately following paragraph. The inability to gain market acceptance of new products and
services could harm our future operating results. Our future success also depends on our ability to manufacture these improved and new products
to meet customer demand in a timely and cost-effective manner, including our ability to resolve in a timely manner manufacturing issues that
may arise from time to time as we commence production of these complex products. Unanticipated difficulties or delays in replacing existing
products and services with new products and services or in manufacturing improved or new products in sufficient quantities to meet customer
demand could diminish future demand for our products and services and our future operating results.
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We may not successfully develop instruments for use in the clinical diagnostics market, and even if we do develop these products, they may
not receive needed regulatory clearances or approvals and we may not be able to manufacture these products in accordance with regulatory
requirements. We intend to commit significant resources to the development of instruments for use in the clinical diagnostics market. Although
we have experience in developing and commercializing instrumentation for the life science research market, we have only limited prior
experience with products of any type for use in the regulated clinical diagnostics market. This is an emerging business area for us, and we may
not have or be able to obtain the necessary expertise to successfully develop instruments for use in this market. In addition, in the U.S. and other
countries, instruments cannot be marketed for clinical diagnostics use until they first receive regulatory clearance or approval. The regulatory
review and clearance or approval process can be time consuming and require substantial expense and may not be successful. Even if we obtain
regulatory clearance or approval for an instrument for use in the clinical diagnostics market, the manufacture, sale, and distribution of that
product may be subject to ongoing regulatory requirements. The inability to comply with these requirements could cause us to suspend the
manufacture or sale of these products and delay or prevent us from generating revenues from the sale of these products.

We rely on other companies for the manufacture of some of our products and also for the supply of some components of the products we
manufacture on our own. Although we have contracts with most of these manufacturers and suppliers, their operations could be disrupted.
These disruptions could be caused by conditions unrelated to our business or operations, including the bankruptcy of the manufacturer or
supplier. Although we have our own manufacturing facilities, and generally believe we might be able to manufacture some of the products and
components currently sourced from other companies, we also believe that it could take considerable time and resources for us to establish the
capability to do so. Accordingly, if these other manufacturers or suppliers are unable or fail to fulfill their obligations to us, we might not be able
to satisfy customer demand in a timely manner, and our business could be harmed.

A significant portion of our sales depends on customers capital spending policies that may be subject to significant and unexpected
decreases. A significant portion of our instrument product sales are capital purchases by our customers. Our customers include pharmaceutical,
environmental, research, biotechnology, and chemical companies, and the capital spending policies of these companies can have a significant
effect on the demand for our products. These policies are based on a wide variety of factors, including the resources available to make purchases,
the spending priorities among various types of research equipment, and policies regarding capital expenditures during recessionary periods. Any
decrease in capital spending or change in spending policies of these companies could significantly reduce the demand for our products.

A substantial portion of our sales is to customers at universities or research laboratories whose funding is dependent on both the amount and
timing of funding from government sources. As a result, the timing and amount of revenues from these sources may vary significantly due to
factors that can be difficult to forecast. Research funding for life science research has increased more slowly during the past several years
compared to previous years and has declined in some countries, and some grants have been frozen for extended periods or otherwise become
unavailable to various institutions, sometimes without advance notice. Budgetary pressures may result in reduced allocations to government
agencies that fund research and development activities. If government funding necessary to purchase our products were to become unavailable to
researchers for any extended period of time, or if overall research funding were to decrease, our business could be harmed.

We may become involved in legal proceedings to enforce our intellectual property rights. The intellectual property rights of biotechnology
companies, including us, involve complex factual, scientific, and legal questions. Even though we may believe that we have a valid patent on a
particular technology, other companies have from time to time taken, and may in the future take, actions that we believe violate our patent rights.
Although we have licensing programs to provide industry access to some of our patent rights, other companies have in the past refused to
participate in these licensing programs and companies may refuse to participate in them in the future, resulting in a loss of potential licensing
revenue. Legal actions to enforce these patent rights can be expensive and may involve the diversion of significant management time. Our
enforcement actions may not be successful, and furthermore they could give rise to legal claims against us and could result in the invalidation of
some of our intellectual property rights or legal determination that they are not enforceable. Also, other companies may seek to invalidate our
intellectual property rights through other proceedings, such as by challenging the validity and scope of a patent with the United States Patent and
Trademark Office, or USPTO, or foreign patent offices. For example, U.S. Patent No. 6,814,934, which relates to instruments for real-time PCR
detection, is the subject of a reexamination proceeding in the USPTO and EP 872562, the European counterpart of the 934 patent, is the subject
of an
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opposition proceeding in the European Patent Office. These proceedings, which have resulted from requests made by other companies to these
patent authorities, could result in amendments to or rejection of the patents.

We are currently, and could in the future be, subject to lawsuits, arbitrations, investigations, and other legal actions with private parties and
governmental entities, particularly involving claims for infringement of patents and other intellectual property rights, and we may need to
obtain licenses to intellectual property from others. We believe that we have meritorious defenses against the claims currently asserted against
us and intend to defend them vigorously. However, the outcome of legal actions is inherently uncertain, and we cannot be sure that we will
prevail in any of these actions. An adverse determination in some of our current legal actions, particularly the cases described below, could harm
our business and financial condition.

Our products are based on complex, rapidly developing technologies. These products could be developed without knowledge of previously filed
patent applications that mature into patents that cover some aspect of these technologies. In addition, because patent litigation is complex and the
outcome inherently uncertain, our belief that our products do not infringe valid and enforceable patents owned by others could be successfully
challenged. We have from time to time been notified that we may be infringing patents and other intellectual property rights of others. Also, in
the course of our business, we may from time to time have access to confidential or proprietary information of others, and they could bring a
claim against us asserting that we had misappropriated their technologies, which though not patented are protected as trade secrets, and had
improperly incorporated those technologies into our products.

Due to these factors, there remains a constant risk of intellectual property litigation and other legal actions affecting us, which could include
antitrust claims. We have been made a party to litigation and have been subject to other legal actions regarding intellectual property matters,
which have included claims of violations of antitrust laws. These actions currently include the legal proceedings described in the following
paragraph, some of which, if determined adversely, could harm our business and financial condition. To avoid or settle legal claims, it may be
necessary or desirable in the future to obtain licenses relating to one or more products or relating to current or future technologies, and we may
not be able to obtain these licenses or other rights on commercially reasonable terms, or at all. In some situations settlement of claims may
require an agreement to cease allegedly infringing activities.

We are involved in several legal actions that could affect our intellectual property rights and our products and services, including the following:

Enzo Biochem, Inc., Enzo Life Sciences, Inc., and Yale University have filed a lawsuit against us alleging that we are infringing six
patents due to the sale of sequencing reagent kits, TagMan® genotyping and gene expression assays, and the gene expression microarrays
used with our Expression Array System.

Michigan Diagnostics LLC has filed claims against us seeking a declaratory judgment of non-infringement, invalidity, and
unenforceability of approximately 60 patents related to chemiluminescent products and methods, and asserting antitrust claims based on
our alleged misconduct in our alleged enforcement of those patents.

Molecular Diagnostics Laboratories has filed a class action complaint against us, Hoffmann-La Roche Inc., and Roche Molecular Systems,
Inc. alleging anticompetitive conduct in connection with the sale of Taq DNA polymerase. 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 Roche Molecular Systems, with whom we
have a commercial relationship covering, among other things, this patent and the sale of Taq DNA polymerase.
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In response to claims made by us against Solexa, Inc., Illumina, Inc., and a former chief patent counsel to our Company, Solexa has filed
counterclaims against us alleging that we infringe U.S. Patent Nos. 5,750,341, 5,969,119, 6,306,597 based on our making, using, selling,
and offering for sale DNA sequencing products.

In response to a claim that we, MDS, Inc., and our Applied Biosystems/MDS Analytical Technologies Instruments joint venture with MDS
filed against Thermo Electron Corporation, Thermo Electron has filed a counterclaim seeking a declaratory judgment that our U.S. Patent
No. 4,963,736 is invalid. After the filing of this action against Thermo Electron, its subsidiary Thermo Finnigan LLC filed a lawsuit
against us alleging that we are infringing one of its patents as a result of, for example, our commercialization of the ABI PRISM® 3700
Genetic Analyzer. Thermo Finnigan subsequently filed a second lawsuit against us, MDS, and the Applied Biosystems/MDS Analytical
Technologies Instruments joint venture alleging that we and the other defendants
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have infringed one of Thermo Finnigan s patents as a result of, for example, our commercialization of the API 5000 LC/MS/MS system.

Fluidigm Corporation and Corbett Life Science, Corbett Robotics Inc., and Corbett Research Pty Ltd. have filed complaints against us
seeking declaratory judgments of non-infringement and invalidity of our U.S. Patent No. 6,814,934, which relates to instruments for
real-time PCR detection. The complaint filed by the Corbett parties also seeks a declaratory judgment that this patent is unenforceable.
These cases are described in further detail in Part I, Item 3, of our 2008 Annual Report on Form 10-K under the heading Legal
Proceedings Commercial Litigation, as updated by the information in Part I, Item 1 of this report. The cost of litigation and the amount of
management time associated with these cases is expected to be significant. These matters might not be resolved favorably. If they are not
resolved favorably, we could be enjoined from selling the products or services in question or other products or services as a result, and monetary
or other damages could be assessed against us. These outcomes could harm our business or financial condition.

Some of the intellectual property that is important to our business is owned by other companies or institutions and licensed to us, and legal
actions against them could harm our business. Even if we are not a party to these legal actions, an adverse outcome could harm our business
because it might prevent these other companies or institutions from continuing to license intellectual property that we may need for our business.
Furthermore, an adverse outcome could result in infringement or other legal actions being brought directly against us. For example, on
November 8, 2006, a patent interference proceeding was declared by the United States Patent and Trademark Office between Enzo Diagnostics,
Inc. and the California Institute of Technology, or Caltech, concerning a patent application owned by Enzo and U.S. Patent No. 5,821,058,
owned by Caltech. The 058 patent is exclusively licensed to us and claims methods for DNA sequencing. The Patent Office has declared the
interference in order to resolve competing claims to inventorship of the subject matter of the interference. Although we are not a party to this
proceeding, as exclusive licensee we are involved in the prosecution of the interference, in cooperation with Caltech, and we are funding a
substantial portion of the cost of the prosecution. If Enzo prevails in the interference, the Patent Office could revoke the claims of the 058 patent
from Caltech and award substantially similar claims to Enzo, which Enzo might then assert against our DNA sequencing products and possibly
other products.

Since our business is dependent on foreign sales, fluctuating currencies will make revenues and operating results more volatile.
Approximately 57% of our net revenues for our 2008 fiscal year were derived from sales to customers outside of the U.S. The majority of these
sales were based on the relevant customer s local currency. A significant portion of our related costs are based on the U.S. dollar. As a result, our
reported and anticipated operating results and cash flows are subject to fluctuations due to material changes in foreign currency exchange rates
that are beyond our control.

Our future growth depends in part on our ability to acquire complementary technologies through acquisitions, investments, or other strategic
relationships or alliances, which may absorb significant resources, may be unsuccessful, and could dilute holders of Applied Biosystems
stock. Acquisitions, investments and other strategic relationships and alliances, if pursued, may involve significant cash expenditures, debt
incurrence, and expenses that could have a material effect on our financial condition and operating results. If we pursue these types of
transactions, it may be difficult for us to complete these transactions quickly and to integrate these acquired operations efficiently into our
current business operations. Potential technological advances resulting from the integration of technologies may not be achieved as successfully
or rapidly as anticipated, if at all. Any acquisitions, investments or other strategic relationships and alliances by us may ultimately harm our
business and financial condition. In addition, future acquisitions may not be as successful as we originally anticipated and may result in
impairment charges. We have incurred these charges in recent years in relation to acquisitions. For example, we have incurred charges for
impairment of goodwill, intangibles and other assets and other charges of $14.9 million related to our acquisition of Boston Probes, Inc. In
addition, acquisitions and other transactions may involve the issuance of a substantial amount of Applied Biosystems stock without the approval
of our stockholders. Any issuances of this nature could be dilutive to our stockholders.
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Our business, particularly the development and marketing of information-based products and services, depends on the continuous, effective,
reliable, and secure operation of our computer hardware, software, and Internet applications and related tools and functions. Our business
requires manipulating and analyzing large amounts of data, and communicating the results of the analysis to our internal research personnel and
to our customers via the Internet. Also, we rely on a global enterprise software system to operate and manage our business. Our business
therefore depends on the continuous, effective, reliable, and secure operation of our computer hardware, software, networks, Internet servers,
and related infrastructure. To the extent that our hardware or software malfunctions or access to our data by internal research personnel or
customers through the Internet is interrupted, our business could suffer.

Our computer and communications hardware is protected through physical and software safeguards. However, it is still vulnerable to fire, storm,
flood, power loss, earthquakes, telecommunications failures, physical or software break-ins, software viruses, and similar events. In addition, our
online products and services are complex and sophisticated, and as such, could contain data, design, or software errors that could be difficult to
detect and correct. Software defects could be found in current or future products. If we fail to maintain and further develop the necessary
computer capacity and data to support our computational needs and our customers access to information-based product and service offerings, we
could experience a loss of or delay in revenues or market acceptance. In addition, any sustained disruption in Internet access provided by other
companies could harm our business.

Our operations involve the use, manufacture, sale, and distribution of hazardous materials, and the mishandling of these hazardous
materials could result in substantial liabilities and harm to our business. Our research and development and manufacturing activities involve
the controlled use of potentially hazardous materials, including biological materials, chemicals, and various radioactive compounds. Also, some
of our products are hazardous materials or include hazardous materials. We cannot completely eliminate the risk of accidental or other
contamination or injury from these materials, and we could be held liable for resulting damages, which could be substantial. Under some laws
and regulations, a party can be subject to strict liability for damages caused by some hazardous materials, which means that a party can be liable
without regard to fault or negligence. In addition, we are subject to federal, state, local, and foreign laws, regulations, and permits governing the
use, storage, handling, and disposal of hazardous materials and specified waste products, as well as the shipment and labeling of materials and
products containing hazardous materials. If we fail to comply with any of these laws, regulations, or permits, we could be subject to substantial
fine or penalty, payment of remediation costs, loss of permits, and/or other adverse governmental action. Any of these events could harm our
business and financial condition.

Earthquakes could disrupt operations in California. Our management and principal operations are located in the San Francisco Bay area, a
region near major California earthquake faults. The ultimate impact of earthquakes on our business, our significant suppliers, and the general
infrastructure is unknown, but our business and operating results could be harmed if a major earthquake occurs.

The price of Applied Biosystems stock may be volatile. The market price of Applied Biosystems stock has in the past been, and may in the
future continue to be, volatile due to the risks and uncertainties described in this risk factors section of this report, as well as other factors that
may have affected or may in the future affect the market price, such as:

conditions and publicity regarding the genomics, biotechnology, pharmaceutical, or life sciences industries generally;

price and volume fluctuations in the stock market at large which do not relate to our operating performance; and

comments by securities analysts or government officials, including with regard to the viability or profitability of the biotechnology sector
generally or with regard to intellectual property rights of life science companies, or our ability to meet market expectations.
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The stock market has from time to time experienced extreme price and volume fluctuations that are unrelated to the operating performance of
particular companies or the industries in which they compete. In addition, our ability to achieve previously-announced financial targets is subject
to a number of risks, uncertainties, and other factors affecting our business and the genomics, biotechnology, pharmaceutical, and life sciences
industries generally, many of which are beyond our control. These factors may cause actual results to differ materially. We describe a number of
these factors throughout this document, including in these risk factors. We cannot assure you

34

Table of Contents 60



Edgar Filing: APPLIED BIOSYSTEMS INC. - Form 10-Q

Table of Conten
APPLIED BIOSYSTEMS INC.
MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS continued

that we will meet these targets. If we are not able to meet these targets, it could harm the market price of Applied Biosystems stock.

Our stockholder rights plan could discourage a change of control and the payment of a premium for stockholders shares. Our stockholder
rights plan could delay or prevent other parties from seeking to acquire our Company, which would prevent stockholders from profiting from an
increase in the market value of their shares as a result of a change in control.
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We are exposed to potential loss from exposure to market risks represented principally by changes in foreign exchange rates, interest rates, and
equity prices. Please refer to the market risks section of the management s discussion and analysis included on pages 28-29 of this report.
Additional information can also be found in the market risk section of the management s discussion and analysis included on pages 38-39 of our
2008 Annual Report to Stockholders (which section is incorporated in this report by reference).

Item 4. Controls and Procedures.
Disclosure Controls and Procedures

We are responsible for maintaining disclosure controls and procedures, as defined by the Securities and Exchange Commission in its Rules
13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934. Disclosure controls and procedures are controls and other procedures
designed to ensure that the information required to be disclosed by us in the reports that we file or submit under the Securities Exchange Act is
recorded, processed, summarized, and reported within the time periods specified in the Securities and Exchange Commission s rules and forms.
Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed by us in the reports that we file or submit under the Securities Exchange Act is accumulated and communicated to our management,
including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure. Our
management evaluated the effectiveness of our disclosure controls and procedures as of the end of the first quarter of our 2009 fiscal year, the
period covered by this report. Based on that evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that our
disclosure controls and procedures are effective to achieve their stated purpose. However, there is no assurance that our disclosure controls and
procedures will operate effectively under all circumstances.

Internal Control Over Financial Reporting

We are responsible for maintaining internal control over financial reporting, as defined by the Securities and Exchange Commission in its Rules
13a-15(f) and 15d-15(f) under the Securities Exchange Act of 1934. Internal control over financial reporting is a process designed by, or under
the supervision of, our Chief Executive Officer and Chief Financial Officer, and effected by our Board of Directors, management, and other
personnel, to provide reasonable assurance regarding the reliability of our financial reporting and the preparation of our financial statements for
external purposes in accordance with generally accepted accounting principles. Internal control over financial reporting includes those policies
and procedures that: (1) pertain to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and
dispositions of our assets; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures are being made only in accordance
with authorizations of our management and directors; and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of our assets that could have a material effect on our financial statements. Because of its inherent
limitations, internal control over financial reporting may not prevent or detect misstatements. Based on an evaluation of internal control over
financial reporting by our management, we have not identified any changes made to our internal control over financial reporting during the first
quarter of our 2009 fiscal year, which is our last fiscal quarter and the period covered by this report, that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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Item 1. 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 disclosed information about some of our legal actions in Part I, Item 3, of our 2008 Annual Report on Form 10-K.
Set forth below is an update to those disclosures. For additional information about our legal proceedings, refer to Note 13 to our Unaudited
Condensed Consolidated Financial Statements in Part I of this report.

We believe that we have meritorious defenses against the claims currently asserted against us, including the ongoing claims described in our
2008 10-K as updated by the disclosures in this report, and we intend to defend them vigorously. However, the outcome of legal actions is
inherently uncertain, and we cannot be sure that we will prevail in our defense of claims currently asserted against us. An adverse determination
in the cases we are currently defending, particularly the claims against us described in Item 3 of our 2008 10-K under the heading Commercial
Litigation, as updated by the disclosures in this report, could have a material adverse effect on us.

Molecular Diagnostics Laboratories filed a class action complaint against us, Hoffmann-La Roche Inc., and Roche Molecular Systems, Inc. in
the U.S. District Court for the District of Columbia on September 23, 2004, and filed an amended complaint on July 5, 2006. The amended
complaint alleges anticompetitive conduct in connection with the sale of Taq DNA polymerase. 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 Roche Molecular Systems, 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. On July 5, 2006, the court certified the case as a class
action. On September 26, 2008, we, Hoffmann-LaRoche, and Roche Molecular Systems entered into a settlement agreement with Molecular
Diagnostics Laboratories. On October 10, 2008, the court preliminarily approved the settlement agreement. However, because this is a class
action litigation, the court s final approval of the settlement agreement is subject to, among other things, notice to class members, the court s
consideration of their objections to the agreement, if any, and related court proceedings.

On June 30, 2008, Corbett Life Science, Corbett Robotics Inc., and Corbett Research Pty Ltd. filed a complaint against us in the U.S. District
Court for the Northern District of California seeking a declaratory judgment of non-infringement, invalidity, and unenforceability of our U.S.
Patent No. 6,814,934, which relates to instruments for real-time PCR detection. The complaint also seeks costs, expenses and other relief as the
court deems proper. On September 23, 2008, we answered the complaint and counterclaimed that the Corbett parties make, use, sell, and offer
for sale instruments for real-time PCR detection that infringe the 934 patent. We are seeking monetary damages, costs, expenses, injunctive
relief, and other relief as the court deems proper.

Item 1A. Risk Factors.
Overview

Some statements contained in, or incorporated by reference in, this report are forward-looking and are subject to a variety of risks and

uncertainties. Similarly, the press releases we issue and other public statements we make from time to time may contain language that is

forward-looking. These forward-looking statements may be identified by the use of forward-looking words or phrases such as forecast,  believe,
expect, intend, anticipate, should, plan, estimate, and potential, among others. The forward-looking statements contained in this report

statements regarding the pending merger with Invitrogen Corporation, are based on our current expectations, and those made at other times will

be based on our expectations when the statements are made. We cannot guarantee that any forward-looking statements will be realized.

The Private Securities Litigation Reform Act of 1995 provides a safe harbor for forward-looking statements. To comply with the terms of the
safe harbor, we note that a variety of factors could cause actual results and experience to differ materially from anticipated results or other
expectations expressed in forward-looking statements. We also note that achievement of anticipated results or expectations in forward-looking
statements is subject to the
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possibility that assumptions underlying forward-looking statements will prove to be inaccurate. Investors should bear this in mind as they
consider forward-looking statements.

The risks and uncertainties that may affect the operations, performance, development, and results of our business include, but are not limited to,
those described in Management s Discussion and Analysis of Financial Condition and Results of Operation under the heading Forward-Looking
Statements and Risk Factors in Item 2 of Part I of this report. That description amends and restates the risk factors associated with our business
that were previously disclosed in Item 1A of Part I of our 2008 Annual Report on Form 10-K. There have not been any material changes to these
risk factors since they were disclosed in our 2008 10-K. We note that there may be additional risks and uncertainties that could affect us or our
business that are not currently known to us or that we have not disclosed because currently we think they are immaterial.

38

Table of Contents 64



Edgar Filing: APPLIED BIOSYSTEMS INC. - Form 10-Q

T

le of Conten

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.

This table provides information regarding our purchases of shares of Applied Biosystems stock during the first quarter of fiscal 2009.

Total Number of Maximum Number
Shares (or Approximate
Purchased as Dollar Value) of
Part of Publicly Shares that May Yet
Total Number of Average Price Announced Be Purchased Under
Shares Purchased Paid per Plans or the Plans or
Period a1 Share Programs Programs (2)(3)(4)
July 1-July 31, 2008 - - = $500 million
August 1-August 31, 2008 55,724 $36.24 - $500 million
September 1-September 30, 2008 - - - $500 million
Total 55,724 $36.24 - $500 million

ey

@)

3

“

Share repurchases reported in this column consist of (a) 4,848 shares tendered by an employee in August 2008 to pay taxes relating to the
vesting of a restricted stock award, and (b) 50,876 shares tendered by employees in August 2008 to pay taxes related to the vesting of
restricted stock units.

On April 26, 2007, we announced that our Board of Directors authorized the repurchase of up to 18,400,000 shares of Applied Biosystems
stock, in addition to the authorization described in footnote (3) below. On August 8, 2007, we announced that our Board of Directors
increased this authorization to $1.2 billion (in the aggregate, including approximately $100 million of Applied Biosystems stock previously
repurchased under the authorization prior to the increase), which at market prices on that date represented approximately 20% of the
outstanding shares of Applied Biosystems stock, or double the authorization prior to the increase. The increased authorization has no time
restrictions and delegates to Company management discretion to purchase shares at times and prices it deems appropriate through open
market purchases, privately negotiated transactions, tender offers, exchange offers, or otherwise. Subsequent to the increase in the
authorization, we engaged in an Accelerated Share Repurchase Transaction with Morgan Stanley & Co. Incorporated. Pursuant to this
transaction, we paid Morgan Stanley $600 million, plus transaction costs, in exchange for a total of approximately 17.9 million shares at an
average price per share of $33.5276, excluding transaction costs. This transaction was completed in January 2008. The dollar value reported
in this column represents the maximum dollar value of shares that could have been repurchased under the increased authorization at the end
of each month of the first fiscal quarter taking into account the completed Accelerated Share Repurchase Transaction.

We previously announced that our Board of Directors has authorized the repurchase of shares of Applied Biosystems stock from
time to time to replenish shares issued under our various employee stock benefit plans. This authorization has no set dollar or time
limits and delegates to our management discretion to purchase shares at times and prices it deems appropriate through open market
or negotiated purchases. Accordingly, the amounts in this column do not reflect this authorization. No shares were purchased under
this authorization during the first quarter of our 2009 fiscal year.

We have entered into a merger agreement, dated as of June 11, 2008, as amended by a first amendment dated as of September 9, 2008, and
by a second amendment, dated as of October 15, 2008, with Invitrogen Corporation, Atom Acquisition, LLC, a direct wholly-owned
subsidiary of Invitrogen, and Atom Acquisition Corporation, an indirect wholly-owned subsidiary of Invitrogen. Under the merger
agreement, we are restricted from repurchasing shares of Applied Biosystems stock, including pursuant to the authorizations described in
footnotes (2) and (3) above.
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2.1

2.2

32.1

322

Amendment No. 1, dated as of September 9, 2008, to the Agreement and Plan of Merger, dated as of June 11, 2008, by
and among Invitrogen Corporation, Atom Acquisition, LLC, and Applied Biosystems Inc. (incorporated by reference to
Exhibit 2.1 to our Current Report on Form 8-K dated September 9, 2008, and filed September 10, 2008 (Commission file
number 001-04389)).

Amendment No. 2, dated as of October 15, 2008, to the Agreement and Plan of Merger, dated as of June 11, 2008, as
amended by Amendment No. 1, dated as of September 9, 2008, by and among Invitrogen Corporation, Atom Acquisition,
LLC, Atom Acquisition Corporation, and Applied Biosystems Inc. (incorporated by reference to Exhibit 2.1 to our
Current Report on Form 8-K dated October 15, 2008, and filed October 15, 2008 (Commission file number 001-04389)).

Annual Report to Stockholders for the fiscal year ended June 30, 2008, to the extent incorporated herein by reference
(incorporated by reference to Exhibit 13 to our Annual Report on Form 10-K for the fiscal year ended June 30, 2008
(Commission file number 001-04389)).

Certification of Principal Executive Officer pursuant to Exchange Act Rule 13a-14(a)/15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Principal Financial Officer pursuant to Exchange Act Rule 13a-14(a)/15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.
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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.

APPLIED BIOSYSTEMS INC.

By: /s/ Dennis L. Winger
Dennis L. Winger
Senior Vice President and

Chief Financial Officer

By: /s/ Ugo D. DeBlasi
Ugo D. DeBlasi
Vice President and

Controller
(Chief Accounting Officer)
Dated: November 6, 2008
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Exhibit Number

31.1 Certification of Principal Executive Officer pursuant to Exchange Act Rule 13a-14(a)/15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of Principal Financial Officer pursuant to Exchange Act Rule 13a-14(a)/15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

322 Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002.
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