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EXPLANATORY NOTE

This Amendment No. 1 on Form 10-K/A (“Amendment No. 1) amends the Annual Report on Form 10-K of Applied
DNA Sciences, Inc. (the “Company”, “we” or “us”) for the fiscal year ended September 30, 2010, as originally filed with the
Securities and Exchange Commission (‘SEC”) on December 15, 2010 (the “Original Filing”). This Amendment No. 1 is
being filed in response to certain comments from the Staff of the SEC. The principal changes to our Original Filing in

this Amendment No. 1 are as follows:

We have revised our disclosure under the section entitled Forward-looking Information of Part I and in Item 7 of
Part II of the Original Filing regarding forward looking statements;

We have revised our disclosure in Item 1 of Part I of the Original Filing to (i) provide additional disclosure in the
section entitled Overview, and revise our disclosure in the section entitled Our Strategy, regarding our products we
are currently selling and intend to sell in the future, (ii) include a new section regarding our raw materials and
suppliers, and (iii) provide additional disclosure regarding the duration of our patents and trademarks;

We have revised our disclosure in Item 10 of Part III of the Original Filing to provide additional disclosure in the
biographical descriptions of our directors regarding their experience, qualifications, attributes and skills;

We have revised Item 15 of Part IV and the Exhibit Index of the Original Filing to include an additional material
agreement as Exhibit 10.27,

We have revised the certifications furnished pursuant to Section 906 of the Sarbanes-Oxley Act to make reference
to our Annual Report on Form 10-K for the fiscal year ended September 30, 2010. The Section 906 certifications
filed with the Original Filing inadvertently made reference to our Annual Report on Form 10-K for the fiscal year
ended September 30, 2009.

For the convenience of the reader, this Amendment No. 1 sets forth the Original Filing in its entirety, as amended by
this Amendment No. 1.

As required by Rule 12b-15 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), this
Amendment No. 1 includes updated certifications of the Company’s chief executive officer and chief financial officer
as Exhibits 31.1, 31.2, 32.1 and 32.2. In addition, this Amendment No. 1 includes an updated Consent of Independent
Registered Accounting Firm as Exhibit 23.1 and updated signature pages.

Except as described above, this Amendment No. 1 does not, and does not purport to, amend or restate any other
information contained in the Original Filing nor does this Amendment No. 1 reflect any events that have occurred
after the Original Filing was filed.
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PART I
Forward-looking Information

This Annual Report on Form 10-K/A (including the section regarding Management’s Discussion and Analysis of
Financial Condition and Results of Operations) contains forward-looking statements including statements using
terminology such as “can”, “may”, “believe”, “designated to”, “will”, “expect”, “plan”, “anticipate”, “estimate”, “potential”
the negative thereof or other comparable terminology regarding beliefs, plans, expectations or intentions regarding the

future. You should read statements that contain these words carefully because they:
discuss our future expectations;
contain projections of our future results of operations or of our financial condition; and
state other “forward-looking” information.

We believe it is important to communicate our expectations. However, forward looking statements involve risks and
uncertainties and our actual results and the timing of certain events could differ materially from those discussed in
forward-looking statements as a result of certain factors, including those set forth under “Risk Factors,” “Business” and
elsewhere in this report. All forward-looking statements and risk factors included in this document are made as of the
date hereof, based on information available to us as of the date thereof, and we assume no obligations to update any
forward-looking statement or risk factor, unless we are required to do so by law.

ITEM 1. BUSINESS.
Overview

We are a provider of botanical-DNA based security and authentication solutions that can help protect products, brands

and intellectual property of companies, governments and consumers from theft, counterfeiting, fraud and
diversion. SigNature® DNA, Cashield™, DNANet™ and BioMaterial™ Genotyping, our principal anti-counterfeiting and
product authentication solutions, are used in numerous industries, including cash-in-transit (transport and storage of
banknotes), homeland security, textiles and apparel, identity cards and other secure documents, law enforcement,
pharmaceuticals, wine, and luxury consumer goods.

We are currently selling our SigNature DNA, DNANet and BioMaterial GenoTyping products and services and intend
to sell our Cashield product in the future.

SigNature DNA. We use the DNA of plants to manufacture highly customized and encrypted botanical DNA markers,
or SigNature DNA Markers, which we believe are virtually impossible to replicate. We have embedded SigNature
DNA Markers into a range of our customers’ products, including various inks, dyes, textile treatments, thermal ribbon,
thread, varnishes and adhesives. These items can then be tested for the presence of SigNature DNA Markers through
an instant field detection or a forensic level authentication. Our SigNature DNA solution provides a secure, accurate
and cost-effective means for users to incorporate our SigNature DNA Markers in, and then quickly and reliably
authenticate and identify, a broad range of items, such as recovered banknotes, branded textiles and apparel products,
pharmaceuticals and cosmetic products, identity cards and other secure documents, digital media, artwork and
collectibles and fine wine. Having the ability to reliably authenticate and identify counterfeit versions of such items
enables companies and governments to detect, deter, interdict and prosecute counterfeiting enterprises and individuals.
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Cashield. Cashield is a family of cash degradation inks that permanently stain banknotes stolen from cash-handling or

ATM systems. Cashield extends our offering beyond our prior singular product, AzSure®, to a family of security inks

that include Red, Violet, Green, Teal, Indigo, and the original AzSure® Blue. Current degradation dyes suffer from a

critical technical weakness, as the dyes may be removed by the use of solvents. We initiated the development of
Cashield in response to demand for a more effective carrier for our SigNature DNA markers. Cashield has been

certified for use in the European Union by the Laboratoire National de Métrologie et d’Essais (LNE) and passed all 47
individual dye penetration and wash-out-resistance tests. Additionally, a CViT study presented by the University of
Leeds cited Cashield AzSure Blue ink as having improved performance versus staining inks from other suppliers. In

this study, the AzSure blue ink was tested across a range of currencies, including British pounds, Euros, and U.S.

dollars. The evaluation involved exposure to numerous industrial solvents. Final analysis of the results concluded that

the AzSure blue ink was bound strongly in five seconds or less to a variety of banknotes, and could not be removed

with any solvent.
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DNANet. We have recently developed DNANet tactical DNA products for law enforcement, in the form of
DNA-marked sprays and liquids. These products, being marketed to global police forces were created to help link
criminals to crimes. DNANet is a tactical forensic system providing unique DNA codes for covert operations that
require absolute proof of authentication.

BioMaterial GenoTyping. Our BioMaterial GenoTyping solution refers to the development of genetic assays to
distinguish between varieties or strains of biomaterials, such as cotton, wool, tobacco, fermented beverages, natural
drugs and foods, that contain their own source DNA. We have developed two proprietary genetic tests (FiberTyping™
and PimaTyping™) to track American Pima cotton from the field to finished garments. These genetic assays provide the
textile industry with what we believe to be the first authentication tools that can be applied throughout the U.S. and
worldwide textile industry from cotton growers, mills, wholesalers, distributors, manufacturers and retailers through
trade groups and government agencies.

In 2009 we discontinued our BioActive Ingredients program, which we began in 2007. We developed BioActive
Ingredients for personal care products, such as skin care products, based on the biofermentation expertise developed
during the manufacturing of DNA for our SigNature DNA and BioMaterial Genotyping solutions, and we have
decided to focus our business on these security and authentication solutions.

Corporate History

We are a Delaware corporation, which was initially formed in 1983 under the laws of the State of Florida as Datalink
Systems, Inc. In 1998, we reincorporated in Nevada, and in 2002, we changed our name to our current name, Applied
DNA Sciences, Inc. In December 2008, we completed our reincorporation from Nevada to the State of Delaware.

In November 2005, our corporate headquarters were relocated from Los Angeles, California to the Long Island High
Technology Incubator at Stony Brook University in Stony Brook, New York, where we established laboratories for
the manufacture of DNA markers and product prototypes, and DNA authentication. The address of our corporate
headquarters is 25 Health Sciences Drive, Suite 215, Stony Brook, New York 11790, and our telephone number is
(631) 444-6370. We maintain a website at www.adnas.com where general information about us is available.

To date, we have had a limited operating history, and as a result, our operations have produced limited revenues.
Industry Background
The Company is focusing its efforts on the cash-in-transit business and the general anti-counterfeiting industry.

Cash-in-transit businesses transport and store cash and ATM cassettes. In the U.K. alone, there is an estimated £500
billion being transported each year, or £1.4 billion per day. The nature of this business makes cash-in-transit an
attractive target for criminals, and as a result the industry invests in excess of £100 million per year in security
equipment and devices. Currently, a system of cash degradation, using a smoke or liquid dye to permanently mark
and essentially destroy stolen cash, is used. The incidence of cash-in-transit based crime has increased over 170% in
London since 2006, according to the Metropolitan Police.

Counterfeiting, product diversion, piracy, forgery, identity theft, and unauthorized intrusion into physical locations
and databases create significant and growing problems to companies in a wide range of industries as well as
governments and individuals worldwide. The International Anticounterfeiting Coalition (IACC) reported in 2009 that
counterfeiting and piracy cost the U.S. economy between $200-$500 billion per year, or an estimated 750,000
American jobs, and pose a real threat to consumer health and safety. The IACC also estimates that the loss associated
with counterfeiting has increased 10,000 percent in the past twenty years, to well over $600 billion globally.
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Product counterfeiting and diversion particularly harm manufacturers of consumer products, especially for prestige
and established brands, and the consumers who purchase them. This estimated total includes:

$34 billion of software products;
$12 billion of apparel and footwear;
$193 million of cigarettes and tobacco products;

$32 billion of pharmaceuticals;
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$18 million in wine;
$500 million of sports equipment;
$35 million of electronic equipment and supplies;
$3 billion in cosmetics;
$12 billion in automobile parts;
$11 million of food and alcohol products;
$11 million in jewelry and watches;
$14-18 million of computer equipment and supplies; and
$100 billion of other goods.

Governments are increasingly vulnerable to counterfeiting, terrorism and other security threats at least in part because
currencies, identity and security cards and other official documents can be counterfeited with relative ease. For
instance, the DOPIP SECURITY COMPETITIVE INTELLIGENCE REPORT. valued 2005 seizures and losses
associated with counterfeit currency at around $609 billion, and counterfeit identification at $124
million. Governments must also enforce the various anti-counterfeiting and anti-piracy regimes of their respective
jurisdictions which becomes increasingly difficult with the continued expansion of global trade.

The pharmaceutical industry also faces major problems relative to counterfeit, diluted, or falsely labeled drugs that
make their way through healthcare systems worldwide, posing a health threat to patients and a financial threat to
drugmakers and distributors. In 2006 the Center for Medicine in the Public Interest predicted that counterfeit drug
sales would reach $75 billion globally in 2010, an increase of more than 90% from 2005. In February 2006, the
World Health Organization (“WHO”) estimated that counterfeits account for more than 10% of the global
pharmaceuticals market, and 25% of pharmaceuticals consumed in developing countries and that as much as 50% in
some countries, are counterfeit. In 2010, the WHO reported that in over 50% of cases, medicines purchased over the
Internet from illegal sites that conceal their physical address have been found to be counterfeit. In June 2010, The
Pharmaceutical Security Institute reported that drug counterfeiting has increased by 9.2 percent worldwide over the
past year. According to the WHO, counterfeiting can apply to both branded and generic products and counterfeit
pharmaceuticals may include products with the correct ingredients but fake packaging, with the wrong ingredients,
without active ingredients or with insufficient active ingredients. The challenges presented by traditional
counterfeiters have recently been supplemented by the many websites, from direct retailers to auction sites, that offer
counterfeit prescription drugs online. As a result, the pharmaceutical industry and regulators are examining emerging
anti-counterfeit technologies, including radio-frequency identification tags and electronic product codes, known as
EPCs, to help stem the wave of counterfeit drugs and better track legitimate drugs from manufacturing through the
supply chain.

The digital and recording media industry, including the segment that records computer software on compact discs, has
long been a victim of piracy, or the production of illegal copies of genuine media or software, and the counterfeiting
and distribution of imitation media or software. Compact discs, DVDs, videotapes, computer software and other
digital and recording media that appears identical to genuine products are sold at substantial discounts by vendors at
street and night markets, via mail order catalogs and on the internet at direct retail websites or at auction sites. The
estimated costs of counterfeiting vary widely in this market segment, but all approach or exceed $100 billion annually.

9
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In 2010, the Business Software Alliance (“BSA”) reported that the rate of global software piracy climbed to 43 percent
in 2009. In 2009, for every $100 worth of legitimate software sold, an additional $75 worth of unlicensed software
made its way onto the market The BSA also reported the commercial value of unlicensed software put into the market
in 2009 totaled $51.4 billion.

The artworks and collectibles markets are also particularly vulnerable to counterfeiting, forgery and fraud. New
works are produced and then passed off as originating from a particular artistic period or source, authentic fragments
are pieced together to simulate an original work, and existing works are modified in order to increase their purported
value. Such phony artwork and collectibles are then often sold with fake or questionable signatures and “provenance,”
or documented ownership histories that confirm authenticity.

3.

10
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As more and more companies in each of these markets begin to address the problem of counterfeiting, we expect that
different systems will compete to be the leading standards by which products can be tracked across world
markets. Historically, counterfeiting, product diversion and other types of fraud have been combatted by embedding
various authentication systems and rare and easily distinguishable materials into products, such as radio frequency
identification (“RFID”) devices and banknote threads in packaging, integrated circuit chips and magnetic strips in
automatic teller machine cards, holograms on currency, elemental taggants in explosives, and radioactivity and rare
molecules in crude oil. These techniques are effective but have generally been reverse-engineered and replicated by
counterfeiters, which limits their usefulness as forensic methods for authentication of the sources of products and
other items.

Our Offerings
SigNature DNA

We believe our SigNature DNA offering is as broadly applicable, convenient and inexpensive as existing
authentication systems, while highly resistant to reverse-engineering or replication, so that it can either be applied
independently or supplement existing systems in order to allow for a forensic level of authentication of the sources of
a broad range of items, such as artwork and collectibles, fine wine, consumer products, digital and recording media,
pharmaceuticals, financial instruments, identity cards and official documents. Each SigNature DNA Marker is first
designed and manufactured to be a highly customized and encrypted botanical DNA marker. The SigNature DNA
Marker is then encapsulated and stabilized so that it is resistant to heat, organic solvents, chemicals and most
importantly, ultraviolet, or UV radiation. Once it has been encapsulated, our SigNature DNA Embedment system can
be used to embed the SigNature DNA Marker directly onto products or other items or into special inks, threads and
other media, which in turn can be incorporated into packaging or products. Once it is embedded, our SigNature
polymerase chain reaction (PCR) Kits can provide rapid forensic level authentication of specific SigNature DNA
Markers.

We believe that the key characteristics and benefits of the SigNature DNA offering are as follows:
We Believe Our SigNature DNA Markers Are Virtually Impossible to Copy

In creating unique SigNature DNA Markers, we use DNA segments from one or more botanical sources, rearrange
them into unique encrypted sequences, and then implement one or more layers of anti-counterfeit
techniques. Because the portion of DNA in a SigNature DNA Marker used to identify the marker is so minute, it
cannot be detected unless it is replicated billions of times over, or amplified. This amplification can only be achieved
by applying matching strands of DNA, or a primer, and polymerase chain reaction (PCR) techniques to the SigNature
DNA Marker. The sequence of the relevant DNA in a SigNature DNA Marker must be known in order to
manufacture the primer for that DNA. As a result, we believe the effort required to find, amplify, select and clone the
relevant DNA in a SigNature DNA Marker would involve such enormous effort and expense that SigNature DNA
Markers are virtually impossible to copy without our proprietary systems.

Simple and Rapid Authentication
We offer rapid readers capable of instantly testing for the presence or absence of any of our SigNature DNA
Markers. In addition, when a forensic level of authentication is necessary, we offer in-house forensic DNA

authentication that will confirm authentication sequences in approximately 2 to 4 hours.

Low Cost and High Accuracy

11



Edgar Filing: APPLIED DNA SCIENCES INC - Form 10-K/A

The costs associated with the DNA required to manufacture our SigNature DNA Markers are not significant since the
amount of DNA required for each marker is so minute (for instance, only 3-5 parts per million when incorporated in
an ink). We manufacture the identifying segment of DNA to be used in a SigNature DNA Marker by cloning them
inside microorganisms such as yeast or bacteria, which are highly productive and inexpensive to grow. As a result,
SigNature DNA Markers are relatively inexpensive when compared to other anti-counterfeiting devices such as
RFIDs, electronic product codes (“EPCs”), integrated circuit chips, and holograms. The probability of mistakenly
identifying a SigNature DNA Marker is less than 1 in 1 trillion, so we believe our authentication systems are highly
accurate, and in fact, our SigNature PCR Kits can authenticate to a forensic level.

Easily Integrated with Other Anti-Counterfeit Technologies
Our SigNature DNA Markers can be embedded onto RFID devices, banknote threads, labels, serial numbers,
holograms, and other marking systems using inks, threads and other media. We believe that combined with other

traditional methods, our SigNature DNA solution provides a significant deterrent against counterfeiting, product
diversion, piracy, fraud and identity theft.

4-

12
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Broad Applicability and Ingestible

Our SigNature DNA Markers can be embedded into almost any consumer product, and virtually any other item. For
instance, we believe the indelible SigNature DNA Ink we produce is safe to consume and can be used in
pharmaceutical drug tablets and capsules. Use of our SigNature DNA in ingestible products and drugs may require
approval of the U.S. Food and Drug Administration.

Cashield

Cashield is a family of cash degradation inks that permanently stain banknotes stolen from cash-handling or ATM
systems. Cashield extends our offering beyond our prior singular product, AzSure®, to a family of security inks that
include Red, Violet, Green, Teal, Indigo, and the original AzSure® Blue. Current degradation dyes suffer from a
critical technical weakness, as the dyes may be removed by the use of solvents. We initiated the development of
Cashield in response to demand for a more effective carrier for our SigNature DNA markers. Cashield has been
certified for use in the EU by the Laboratoire National de Métrologie et d’Essais (LNE) and passed all 47 individual
dye penetration and wash-out-resistance tests. Additionally, a CViT study presented by the University of Leeds cited
Cashield AzSure Blue ink as having improved performance versus staining inks from other suppliers. In this study, the
AzSure blue ink was tested across a range of currencies, including British pounds, Euros, and U.S. dollars. The
evaluation involved exposure to numerous industrial solvents. Final analysis of the results concluded that the AzSure
blue ink was bound strongly in five seconds or less to a variety of banknotes, and could not be removed with any
solvent.

DNANet

In 2010, we developed DNANet tactical DNA products for law enforcement, in the form of DNA-marked fixative
sprays and liquids as well as transferable grease. These products, being marketed to global police forces were created
to help link criminals to crimes. DNANet is a tactical forensic system providing unique DNA codes for covert
operations that require absolute proof of authentication.

BioMaterial Genotyping

We believe our BioMaterial Genotyping solution offers a unique means for determining the authenticity of
biomaterials, such as cotton, wool, tobacco, fermented beverages, natural drugs and foods. Just as a person’s DNA
specifies all of their unique qualities, biomaterials typically contain genomic DNA or fragments thereof that can be
utilized to authenticate originality. We have initially developed two proprietary genetic-based assays and protocols to
identify DNA markers that are endogenous (internal) to a particular product in order to differentiate between
biological strains. In a process we call Fibertyping™, we are able to differentiate between Pima cotton (G. barbadense)
and upland cotton (G. hirsutum). Our FiberTyping offering enables our customers and potential clients to
cost-effectively give assurance to manufacturers, suppliers, distributors, retailers and end-users that their products are
authentic, that they are made from the fibers and textiles as labeled. In a process we call Pimatyping™, we are able to
differentiate between Pima cotton grown in different regions of the world. Cotton classification and the authentication
of cotton geographic origin are issues of global significance, important to brand owners and to governments that must
regulate international cotton trade. Similar offerings are currently being developed for use in biomaterials other than
cotton. Biomaterials can now be tracked from field to final purchase guaranteeing the authenticity of the item. As we
are testing for innate genomic DNA, we believe these assays cannot be counterfeited.

We believe our BioMaterial Genotyping allows us to:
Identify U.S. produced Pima cotton;

13
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Establish an authentication protocol for cotton and other biomaterials; and
Deter counterfeits and protect the integrity of brands.
We believe our two genetic assays accurately distinguish between:

Pima cotton (G. barbadense) and upland cotton (G. hirsutum) (cultivars in mature cotton fibers and in cotton fabrics
(Fibertyping); and

American Pima and Extra Long Staple (ELS) Pima cotton (Pimatyping),
We believe that our new DNA extraction protocol and methodologies are more effective than existing forensic
systems. We believe that the combination of our SigNature DNA and BioMaterial Genotyping solutions covers the

total authentication market, is applicable to multiple industry verticals, and can mark physical products on the front
end and authenticate forensic DNA sequences on the back end.

5.

14
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Discontinued BioActive Ingredients Program

In 2009 we discontinued our BioActive Ingredients program, which we began in 2007. We developed BioActive
Ingredients for personal care products, such as skin care products, based on the biofermentation expertise developed
during the manufacturing of DNA for our SigNature DNA, Cashield, DNANet and BioMaterial Genotyping solutions,
and we have decided to focus our business on these security and authentication solutions.

Our Strategy

We have begun to generate revenues principally from sales of our SigNature DNA, DNANet and BioMaterial
Genotyping offerings and expect to generate revenues from sales of our Cashield product in the future . Key aspects
of our strategy include:

Customize and Refine our Solutions to Meet Potential Customers’ Needs

We are continuously attempting to improve our SigNature DNA solution by testing the incorporation of our SigNature
DNA Markers into different media, such as newly configured labels, inks or packing elements, for use in new
applications. Each prospective customer has specific needs and employs varying levels of existing security
technologies with which our solution must be integrated. Our goal is to develop a secure and cost-effective system for
each potential customer that can be incorporated into that potential customer’s products or items themselves or their
packaging so that they can, for instance, be tracked throughout the entire supply chain and distribution system.

Continue to Enhance Detection Technologies for Authentication of our SigNature DNA Markers

We have also identified and are further examining opportunities to collaborate with companies and universities to
develop a new line of detection technologies that will provide faster and more convenient ways to authenticate our
SigNature DNA Markers.

Target Potential High-Volume Markets

We will continue to focus our efforts on target vertical markets that are characterized by a high level of vulnerability
to counterfeiting, product diversion, piracy, fraud, identity theft, and unauthorized intrusion into physical locations
and databases. Today our target markets include