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PART L.
ITEM 1. BUSINESS

General

Founded in 1952 and incorporated in 1957, Bio-Rad Laboratories, Inc. (referred to in this report as “Bio-Rad,” “we,” “us,”
and “our”) was initially engaged in the development and production of specialty chemicals used in biochemical,
pharmaceutical and other life science research applications. We entered the field of clinical diagnostics with the
development of our first test kit based on separation techniques and materials developed for life science research.

Through internal research and development efforts and acquisitions we have expanded into various markets. Today,
Bio-Rad manufactures and supplies the life science research, healthcare, analytical chemistry and other markets with a
broad range of products and systems used to separate complex chemical and biological materials and to identify,

analyze and purify their components.

As we broadened our product lines, we also expanded our geographical market. We have direct distribution channels
in over 35 countries outside the United States through subsidiaries whose focus is sales, customer service and product
distribution. In some regions, sales efforts are supplemented by distributors and agents.

Description of Business
Business Segments

Today, Bio-Rad operates in two industry segments designated as Life Science and Clinical Diagnostics. Both
segments operate worldwide. Our Life Science segment and our Clinical Diagnostics segment generated 33% and
66%, respectively, of our net sales for the year ended December 31, 2013. We generated approximately 32% of our
consolidated net sales for the year ended December 31, 2013 from U.S. sales and approximately 68% from sales in
our remaining worldwide markets.

For a description of business and financial information on industry and geographic segments, see Note 14 of Item 8 of
Part II of this report.

Life Science Segment

Our Life Science segment is at the forefront of discovery, creating advanced tools to answer complex biological
questions. We are a market leader in the life sciences market, developing, manufacturing and marketing a range of
more than 5,000 reagents, apparatus and laboratory instruments that serve a global customer base. Many of our
products are used in established research techniques, biopharmaceutical production processes and food testing
regimes. These techniques are typically used to separate, purify and identify biological materials such as proteins,
nucleic acids and bacteria within a laboratory or production setting. We focus on selected segments of the life
sciences market in proteomics (the study of proteins), genomics (the study of genes), biopharmaceutical production,
cell biology and food safety. We currently estimate that the worldwide market for products in these selected segments
was approximately $7 billion. Our principal life science customers include universities and medical schools, industrial
research organizations, government agencies, pharmaceutical manufacturers, biotechnology researchers, food
producers and food testing laboratories.

Clinical Diagnostics Segment
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Our Clinical Diagnostics segment designs, manufactures, sells and supports test systems, informatics systems, test kits
and specialized quality controls that serve clinical laboratories in the global diagnostics market. Our products
currently address specific niches within the in vitro diagnostics (IVD) test market, and we seek to focus on the higher
margin, higher growth segments of this market.
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We supply more than 3,000 different products that cover more than 300 clinical diagnostic tests to the IVD test
market. We currently estimate that the worldwide sales for products in the markets we serve were approximately
$10 billion. IVD tests are conducted outside the human body and are used to identify and measure substances in a
patient’s tissue, blood or urine. Our products consist of reagents, instruments and software, typically provided to our
customers as an integrated package to allow them to generate reproducible test results. Revenue in this business is
highly recurring, as laboratories typically standardize test methodologies, which are dependent on a particular
supplier’s equipment, reagents and consumable products. An installed base of diagnostic test systems therefore
typically creates an ongoing source of revenue through the sale of test kits for each sample analyzed on an installed
system. Our principal clinical diagnostic customers include hospital laboratories, reference laboratories, transfusion
laboratories and physician office laboratories.

Raw Materials and Components

We utilize a wide variety of chemicals, biological materials, electronic components, machined metal parts, optical
parts, minicomputers and peripheral devices. Most of these materials and components are available from numerous
sources and we have not experienced difficulty in securing adequate supplies.

Patents and Trademarks

We own numerous U.S. and international patents and trademarks. We also pay royalties on the sales of certain
products under several patent license agreements. We view these patents, trademarks and license agreements as
valuable assets; however, we believe that our ability to develop and manufacture our products depends primarily on
our knowledge, technology and special skills rather than our patent and trademark positions.

Seasonal Operations and Backlog

Our business is not inherently seasonal. However, the European custom of concentrating vacation during the summer
months usually tempers third quarter sales volume and operating income.

For the most part, we operate in markets characterized by short lead times and the absence of significant backlogs.
Management has concluded that backlog information is not material to our business as a whole.

Sales and Marketing

We conduct our worldwide operations through an extensive direct sales force and service network, employing
approximately 1,000 sales and service people around the world. Our sales force typically consists of experienced
industry practitioners with scientific training, and we maintain a separate specialist sales force for each of our
segments. We believe that this direct sales approach allows us to sell a broader range of our products and have more
direct contact with our customers; however, we also use distributors and agents, particularly in many of our
international markets.

Our customer base is broad and diversified. Our worldwide customer base includes (1) prominent university and
research institutions, providing us access to more than 150,000 scientists in the U.S. alone; (2) hospital, public health
and commercial laboratories; (3) other leading diagnostic manufacturers; and (4) leading companies in the
biotechnology, pharmaceutical, chemical and food industries. In 2013, no single customer accounted for more than
two percent of our total net sales. Our sales are affected by a number of external factors. For example, a number of
our customers, particularly in the Life Science segment, are substantially dependent on government grants and
research contracts for their funding. A significant reduction of government funding has in the past and will in the
future have a detrimental effect on the results of this segment.
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Most of our international sales are generated by our wholly-owned subsidiaries and their branch offices. Certain of
these subsidiaries also have manufacturing facilities. Bio-Rad’s international operations are subject to certain risks
common to foreign operations in general, such as changes in governmental regulations, import restrictions and
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foreign exchange fluctuations. However, our international operations are principally in developed nations, which we
regard as presenting no significantly greater risks to our operations than are present in the United States.

Competition

The markets served by our product groups are highly competitive. Our competitors range in size from start-ups to
large multinational corporations with significant resources and reach. We seek to compete primarily in market
segments where our products and technology offer customers specific advantages over the competition.

Because of the breadth of its product lines, our Life Science segment does not face the same competitors for all of its
products. Competitors in this market include GE Biosciences, Life Technologies, Merck Millipore and Thermo Fisher
Scientific. We compete primarily based on meeting performance specifications and offering complete solutions.

Major competitors of our Clinical Diagnostics segment include Roche, Abbott Laboratories (Diagnostic Division),
Siemens Medical Diagnostics Solutions, Danaher, Thermo Fisher, Becton Dickinson, bioMérieux, Ortho Clinical
Diagnostics, Tosoh, Immucor and DiaSorin.

Research and Development

We conduct extensive research and development activities in all areas of our business, employing approximately 820
people worldwide in these activities. Research and development have played a major role in Bio-Rad's growth and are
expected to continue to do so in the future. Our research teams are continuously developing new products and new
applications for existing products. In our development of new products and applications, we interact with scientific
and medical professionals at universities, hospitals and medical schools, and within our industry. We spent
approximately $211.0 million, $209.2 million and $177.6 million on research and development activities in 2013,
2012 and 2011, respectively.

Regulatory Matters

The development, testing, manufacturing, marketing, post-market surveillance, distribution, advertising and labeling
of certain of our products (primarily diagnostic products) are subject to regulation in the United States by the Center
for Devices and Radiological Health of the United States Food and Drug Administration (FDA) and in other
jurisdictions by state and foreign government authorities. FDA regulations require that some new products have
pre-marketing clearance or approval by the FDA and require certain products to be manufactured in accordance with
FDA's “good manufacturing practice” regulations, to be extensively tested and to be properly labeled to disclose test
results and performance claims and limitations. After a product that is subject to FDA regulation is placed on the
market, numerous regulatory requirements apply, including, for example, the requirement that we comply with
recordkeeping and reporting requirements, such as the FDA’s medical device reporting regulations and reporting of
corrections and removals. The FDA enforces these requirements by inspection and market surveillance. The FDA has
authority to take various administrative and legal actions against us for our, or our products', failure to comply with
relevant legal or regulatory requirements, including issuing warning letters, initiating product seizures, requesting or
requiring product recalls or withdrawals, and other civil or criminal sanctions, among other things.

We are also subject to additional healthcare regulation and enforcement by the federal government and by authorities
in the states and foreign jurisdictions in which we conduct our business. Such laws include, without limitation, state
and federal anti-kickback, fraud and abuse, false claims, privacy and security and physician sunshine laws and
regulations. If our operations are found to be in violation of any of such laws or any other governmental regulations
that apply to us, we may be subject to penalties, including, without limitation, civil and criminal penalties, damages,
fines, the curtailment or restructuring of our operations, exclusion from participation in federal and state healthcare
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programs and imprisonment, any of which could adversely affect our ability to operate our business and our financial
results.
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Sales of our products will depend, in part, on the extent to which our products or diagnostic tests using our products
will be covered by third-party payors, such as government health care programs, commercial insurance and managed
healthcare organizations. These third-party payors are increasingly reducing reimbursements for certain medical
products and services. In addition, the U.S. government, state legislatures and foreign governments have continued
implementing cost containment programs, including price controls and restrictions on reimbursement. Adoption of
price controls and cost-containment measures, and adoption of more restrictive policies in jurisdictions with existing
controls and measures, could further limit our net revenue and results. Decreases in third-party reimbursement for our
products or diagnostic tests using our products, or a decision by a third-party payor to not cover our products could
reduce or eliminate utilization of our products and have a material adverse effect on our sales, results of operations
and financial condition. In addition, state and federal healthcare reform measures have been and will be adopted in the
future, any of which could limit the amounts that federal and state governments will pay for healthcare products and
services, which could result in reduced demand for our products or additional pricing pressures.

As a multinational manufacturer and distributor of sophisticated instrumentation, we must meet a wide array of
electromagnetic compatibility and safety compliance requirements to satisfy regulations in the United States, the
European Community and other jurisdictions.

Our operations are subject to federal, state, local and foreign environmental laws and regulations that govern such
activities as transportation of goods, emissions to air and discharges to water, as well as handling and disposal
practices for solid, hazardous and medical wastes. In addition to environmental laws that regulate our operations, we
are also subject to environmental laws and regulations that create liabilities and clean-up responsibility for spills,
disposals or other releases of hazardous substances into the environment as a result of our operations or otherwise
impacting real property that we own or operate. The environmental laws and regulations could also subject us to
claims by third parties for damages resulting from any spills, disposals or releases resulting from our operations or at
any of our properties.

These regulatory requirements vary widely among countries.
Employees

At December 31, 2013, Bio-Rad had approximately 7,750 employees. Approximately seven percent of Bio-Rad's
approximately 3,000 U.S. employees are covered by a collective bargaining agreement, which will expire on
November 8, 2016. Many of Bio-Rad's non-U.S. full-time employees, especially in France, are covered by collective
bargaining agreements. We consider our employee relations in general to be good.

Available Information

Bio-Rad files annual, quarterly, and current reports, proxy statements, and other documents with the Securities and
Exchange Commission (SEC) under the Securities Exchange Act of 1934, as amended. The public may read and copy
any materials that we file with the SEC at the SEC’s Public Reference Room at 100 F Street, NE, Washington, DC
20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. Also, the SEC maintains an Internet website that contains reports, proxy and information
statements, and other information regarding issuers, including Bio-Rad, that file electronically with the SEC. The
public can obtain any documents that we file with the SEC at http://www.sec.gov.

Bio-Rad’s website address is www.bio-rad.com. We make available, free of charge through our website, our Form

10-Ks, 10-Qs and 8-Ks, and any amendments to these forms, as soon as reasonably practicable after filing with the
SEC. The information on our website is not part of this Annual Report on Form 10-K.
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ITEM 1A. RISK FACTORS

The following risk factors should be read carefully in connection with evaluating our business and the
forward-looking information contained in this Annual Report on Form 10-K. We believe that any of the following
risks could have a material effect on our business, operations, industry, financial position or our future financial
performance. While we believe that we have identified and discussed below the key risk factors affecting our
business, there may be additional risks and uncertainties that are not presently known or that are not currently believed
to be significant that may adversely affect our business, operations, industry, financial position and financial
performance in the future.

The ongoing investigation by government agencies of possible violations by us of the United States Foreign Corrupt
Practices Act and similar laws could have a material adverse effect on our business.

Based on an internal investigation, we identified conduct in certain of our overseas operations that may have violated
the anti-bribery provisions of the United States Foreign Corrupt Practices Act (FCPA) and is likely to have violated
the FCPA's books and records and internal controls provisions and our own internal policies. In May 2010, we
voluntarily disclosed these matters to the U.S. Department of Justice (DOJ) and the Securities and Exchange
Commission (SEC), each of which commenced an investigation. The Audit Committee of our Board of Directors
(Audit Committee) assumed direct responsibility for reviewing these matters and hired experienced independent
counsel to conduct an investigation and provide legal advice. We provided additional information to the DOJ and the
SEC as the Audit Committee's investigation progressed. Following the completion of the Audit Committee’s
investigation, we continue to cooperate with the DOJ and SEC investigations and to provide information to them.

The DOJ and SEC investigations are continuing and we are presently unable to predict the duration, scope or results
of these investigations or whether either agency will commence any legal actions. The DOJ and the SEC have a broad
range of civil and criminal sanctions under the FCPA and other laws and regulations including, but not limited to,
injunctive relief, disgorgement, fines, penalties, modifications to business practices including the termination or
modification of existing business relationships, the imposition of compliance programs and the retention of a monitor
to oversee compliance with the FCPA. We are engaged in discussions with the DOJ and SEC concerning a resolution
of these matters, but we are unable to estimate the outcome of these discussions or whether we will be able to reach
mutually acceptable settlements. At this point, we are unable to estimate a range of reasonably possible outcomes of
this matter that differs from our Estimated loss contingency recorded in the latter half of 2013 of $35.0 million,
including $5.0 million of accrued interest. However, the imposition of any of these sanctions or remedial measures
could have a material adverse effect on our business, including our results of operations, cash balance and credit rates.
We have not to date determined whether any of the activities in question violated the laws of the foreign jurisdictions
in which they took place.

On April 13, 2011, a shareholder derivative lawsuit was filed against each of our directors in the Superior Court for
Contra Costa County, California. The case, which also names the Company as a nominal defendant, is captioned City
of Riviera Beach General Employees' Retirement System v. David Schwartz, et al., Case No. MSC11-00854. In the
complaint, the plaintiff alleges that our directors breached their fiduciary duties by failing to ensure that we had
sufficient internal controls and systems for compliance with the FCPA. Purportedly seeking relief on our behalf, the
plaintiff seeks an award of unspecified compensatory and punitive damages, costs and expenses (including attorneys'
fees), and a declaration that our directors have breached their fiduciary duties. We and the individual defendants filed
a demurrer requesting dismissal of the complaint in this case, as well as a motion to stay this matter pending resolution
of the above-referenced investigations by the DOJ and SEC. Following a hearing on September 30, 2011, the court
sustained our demurrer and dismissed the complaint, without prejudice, and granted the plaintiff additional time to file
an amended complaint. The court denied our motion to stay this matter because it dismissed the complaint. The
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parties have agreed to a stipulated dismissal of this case, without prejudice, and to a tolling of the statute of limitations
pending the resolution of the DOJ and SEC investigations.
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We have identified a material weakness in our internal control over financial reporting at December 31, 2013. Our
failure to establish and maintain effective internal control over financial reporting could result in material
misstatements in our financial statements, our failure to meet our reporting obligations and cause investors to lose
confidence in our reported financial information, which in turn could cause the trading price of our common stock to
decline.

Maintaining effective internal control over financial reporting is necessary for us to produce reliable financial
statements. In connection with our assessment of the effectiveness of internal control over financial reporting and the
preparation of our financial statements for the year ended December 31, 2013, we identified a material weakness in
the design of monitoring controls over operations at certain of our locations both within the United States and
overseas, as well as a lack of documentation required to operate these controls appropriately. As a result there is a
reasonable possibility that a material misstatement to our annual or interim consolidated financial statements could
occur and not be detected or prevented. See Item 9A. “Controls and Procedures”.

Under standards established by the Public Company Accounting Oversight Board, a material weakness is defined as a
deficiency, or a combination of deficiencies, in internal control over financial reporting such that there is a reasonable
possibility that a material misstatement of our annual or interim financial statements will not be prevented or detected
on a timely basis.

Under the criteria set forth by the Committee of Sponsoring Organization of the Treadway Commission in Internal
Control - An Integrated Framework, a material weakness in the design of monitoring controls indicates that we have
not sufficiently developed and/or documented (i.e. designed) internal controls by which management can review and
oversee (i.e. monitor) our financial information to detect and correct material errors or that the personnel responsible
for performing the review did not have the sufficient skillset or knowledge of the subject matter to perform a proper
assessment.

In connection with our assessment of our internal control over financial reporting at December 31, 2013, we
determined that the precision at which our controls are designed and documented, and the completeness and timeliness
of communication between some of our locations are not sufficient to detect and correct a material misstatement in
our consolidated financial statements. The reference to the precision of certain of our controls indicates that, where
we do have monitoring controls, we do not have within them the appropriate thresholds (i.e. precision) used by
management to detect the magnitude of errors that could, either individually or in aggregate, result in a material
misstatement. The reference to communications between some of our locations indicates that we have not included in
all of our monitoring controls specificity about required communication channels and timelines for communication
between elements of the Company when errors are detected.

For example, during 2013, we identified two financial adjustments that were not timely detected through our
management review controls because the control’s precision, or threshold, for error detection was set too high to
prevent a potential material misstatement and, once detected, the error was not communicated to our corporate finance
management in an adequate and timely fashion to correct our financial statements.

Specifically, during the third quarter of 2013, we identified certain immaterial errors requiring adjustment to prior
years and quarters related to the valuation of finished goods inventory in our Life Science segment. The inventory
adjustment had developed over a period of years and was not identified prior to 2013 because of a failure to perform
detailed management reviews of account reconciliations at a sufficient level of precision to identify the error in prior
periods. The methodology used to account for the inventory valuation was not documented, which also contributed to
the failure to identify the issue on a timely basis. In addition, following detection at the local level, higher levels of the
organization were not informed about this issue in a timely manner. As a result, we over-expensed inventory for
non-sales transactions, such as inventory used for demonstration purposes and product samples, which resulted in an
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understatement of inventory balances in prior periods. We have commenced remediation of this deficiency by
enhancing the related reconciliation control and lowering the quarterly threshold for communicating errors.
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In addition, in the fourth quarter of 2013, our independent registered public accounting firm identified an immaterial
financial adjustment pertaining to our Japanese pension liability. The adjustment had developed over a period of years
and was not identified prior to 2013 as no monitoring control had been designed to detect this error. The error resulted
from an incorrect methodology applied at the local level. The lack of any monitoring control allowed the error to
cumulate over a number of years. We have commenced remediation of this deficiency by designing a monitoring
control for our pension liabilities and providing training to local personnel.

We are actively engaged in developing a remediation plan designed to address the material weakness in our internal
control over financial reporting. We plan to enhance our monitoring controls by (i) designing and documenting
additional management review controls, (ii) documenting, as needed, precision and specificity to existing management
review controls, and (iii) supplementing resources and providing training to effectively perform management review
controls.

However, we cannot assure you that we will be able to remediate this material weakness or that additional material
weaknesses in our internal control over financial reporting will not be identified in the future. For example, we have
previously identified different material weaknesses in internal controls at December 31, 2012 and December 31, 2011,
both of which we believe have been remediated, but we identified a new material weakness at December 31, 2013.
Such material weaknesses have adversely affected us in the past and could affect us in the future, and the results of our
periodic management evaluations and annual auditor attestation reports regarding the effectiveness of our internal
control over financial reporting required by Section 404 of the Sarbanes-Oxley Act of 2002. Any failure to implement
and document new and more precise monitoring controls or to implement organizational changes including skillset
enhancements through resource changes or education to improve detection and communication of financial
misstatements across all levels of the organization could result in additional material weaknesses, result in material
misstatements in our financial statements and cause us to fail to meet our reporting obligations, which in turn could
cause the trading price of our common stock to decline.

Adverse changes in general domestic and worldwide economic conditions and instability and disruption of credit
markets could adversely affect our operating results, financial condition or liquidity.

The continuing slow economic growth in developed nations may adversely affect our future results of operations.
Demand for our products and services could change more dramatically than in previous years based on activity,
funding, reimbursement constraints and support levels from government, universities, hospitals and private industry,
including diagnostic laboratories. The need for certain sovereign nations with large annual deficits to curtail spending
could lead to slower growth of, or even a decline in, our business. Although signs of limited recovery may exist in
some markets, there are continued concerns about systemic economic imbalance, the availability and cost of credit,
declining asset values and geopolitical issues that contribute to increased market volatility and uncertain expectations
for the global economy. These conditions, combined with greater volatility in business activity levels and consumer
confidence, high unemployment and volatile oil prices, contributed to unprecedented levels of volatility in the capital
markets in recent years. Continuing or recurring disruptions in the capital and credit markets may adversely affect our
business, results of operations, cash flows and financial condition.

As a result of these market conditions, the cost and availability of credit has been and may continue to be adversely
affected by illiquid credit markets and wider credit spreads. Concern about the stability of the markets generally and
the strength of counterparties specifically has led many private sector investors to reduce and, in some cases, cease to
provide credit to governments, businesses and consumers. These factors have led to depressed spending by some
governments, businesses and consumers. Our customers and suppliers may experience cash flow concerns and, as a
result, customers may modify, delay or cancel plans to purchase our products and suppliers may increase their prices,
reduce their output or change terms of sales. Additionally, if customers' or suppliers' operating and financial
performance deteriorates, or if they are unable to make scheduled payments or obtain credit, customers may not be
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able to pay, or may delay payment of, amounts owed to us. Sovereign nations either delaying payment for goods and
services or renegotiating their debts could impact our liquidity. The situation in these sovereign nations is
continuously evolving and we have no greater knowledge of the situation other than what is publicly reported. As of
December 31, 2013 and December 31, 2012, we had accounts receivable, net of allowance for doubtful accounts, in
Spain, Italy, Greece and Portugal of $66.0 million and $64.8 million, respectively.
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Suppliers may restrict credit or impose less favorable payment terms. Any inability of current and/or potential
customers to pay us for our products or any demands by suppliers for accelerated payment terms may adversely affect
our earnings and cash flow. Additionally, strengthening of the U.S. dollar associated with the global financial crisis
may adversely affect the results of our international operations when those results are translated into U.S. dollars.

Furthermore, the disruption in the credit markets could impede our access to capital, especially if we are unable to
maintain our current credit ratings. Should we have limited access to additional financing sources when needed, we
may decide to defer capital expenditures or seek other higher cost sources of liquidity, which may or may not be
available to us on acceptable terms. Continued turbulence in the U.S. and international markets and economies, and
prolonged declines in business and consumer spending may adversely affect our liquidity and financial condition, and
the liquidity and financial condition of our customers, including our ability to refinance maturing liabilities and access
the capital markets to meet liquidity needs.

We cannot assure you that we will be able to integrate acquired companies, products or technologies into our company
successfully, or we may not be able to realize the anticipated benefits from the acquisitions.

As part of our overall business strategy, we pursue acquisitions of and investments in complementary companies,
products and technologies. In order to be successful in these activities, we must, among other things:

assimilate the operations and personnel of acquired companies;

retain acquired business customers;

minimize potential disruption to our ongoing business;

retain key technical and management personnel;

tntegrate acquired companies into our strategic and financial plans;

accurately assess the value of target companies, products and technologies;
comply with new regulatory requirements;

harmonize standards, controls, procedures and policies;

minimize the impact to our relationships with our employees and customers; and
assess, document and remediate any deficiencies in disclosure controls and procedures and internal control over
financial reporting.

The benefits of any acquisition may prove to be less than anticipated and may not outweigh the costs reported in our
financial statements. Completing any potential future acquisition could cause significant diversion of our
management's time and resources. If we acquire new companies, products or technologies, we may be required to
assume contingent liabilities or record impairment charges for goodwill and other intangible assets over time. We
cannot assure you that we will successfully overcome these risks or any other problems we encounter in connection
with any acquisitions, and any such acquisitions could adversely affect our business, financial position or operating
results.

The industries and market segments in which we operate are highly competitive, and we may not be able to compete
effectively with larger companies with greater financial resources than we have.

The life science and clinical diagnostics markets are each highly competitive. Some of our competitors have
consolidated, and some of our competitors have greater financial resources than we do and are less leveraged than we
are, making them better equipped to license technologies and intellectual property from third parties or to fund
research and development, manufacturing and marketing efforts. Moreover, competitive and regulatory conditions in
many markets in which we operate restrict our ability to fully recover, through price increases, higher costs of
acquired goods and services resulting from inflation and other drivers of cost increases. Our competitors can be
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expected to continue to improve the design and performance of their products and to introduce new products with
competiti