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You should carefully consider the risks and uncertainties described below, together with all of the other information in our
public filings with the SEC, which could materially affect our business, financial condition, results of operations and prospects.
The risks described below are not the only risks facing us. Risks and uncertainties not currently known to us or that we currently
deem to be immaterial also may materially affect our business, financial condition, results of operations and prospects. In
addition, any worsening of the economic environment may exacerbate the risks described below, any of which could have a
material impact on us. This situation is changing rapidly, and additional impacts may arise that we are not aware of currently.
Summary Risk Factors The following is a summary of the principal risks that could adversely affect our business, operations,
and financial results. Such risks are discussed more fully below and include, but are not limited to, risks related to: * our ability
to successfully market, commercialize, and sell current and future products and related maintenance services; ¢ our ability to
achieve profitability for our business; * our ability to implement required expense reduction initiatives; ¢ our ability to repay
our debt and fund our long- term operations; ¢ our ability to successfully leverage and integrate our acquisitions and future
acquisitions; * our ability to successfully research, develop and timely manufacture our current and future products; ¢
management of new product introductions and transitions, resultant costs, and ability of new products to generate promised
performance; * recent significant changes to our leadership team and resultant disruptions to our business; ¢ retention,
recruitment, and training of senior management, key personnel, scientists and engineers; * our ability to further penetrate nucleic
acid sequencing applications, as well as grow product demand; ¢ our reliance on outsourcing to other companies for
manufacturing certain components and sub- assemblies, some of which are sole- sourced;  the impact of tariffs recently
imposed by the U. S. government and its trading partners in response, other possible tariffs or trade protection
measures, import or export licensing requirements, new or different customs duties, trade embargoes and sanctions and
other trade barriers; ¢ our ability to consistently manufacture our instruments and consumables to meet customers’
specifications, quantity, cost, or performance requirements; ¢ the high amount of competition we face in our industry;  our
ability to attract customers and increase sales of current and future products; * eur reliance on a limited number of customers for
a significant portion of our revenues, including academic, research and government institutions , which may be impacted by
reductions in funding or targeted cancellations of certain grants or contracts by the U. S. federal government ; ° the
complexity of our products giving rise to defects or errors; * our unpredictable and lengthy sales cycles ; ¢ the possibility that
our goodwill or intangible assets could become impaired ; * adverse effects resulting from political and economic tensions
between the United States and other countries, including China and Russia, and other geopolitical uncertainties; * securing and
maintaining patent or other intellectual property protection for our products and related improvements; ¢ current and future legal
proceedings filed against us claiming intellectual property infringement; Fiscal 2024 Form 10- K15 - the potential adverse
impact of health epidemics ; ¢ potential cybersecurity incidents and security breaches rinehiding-anyresurgenee-of-COVID-
10-eases-orothersimilar-ontbreaks—; * governmental regulations that burden operations or narrow the market for our products 5
adverse effects resulting from enhanced trade tariffs, import restrictions, export restrictions, or other trade barriers ;
evolving ethical, legal, privacy, social, and regulatory concerns regarding genetic testing; ¢ volatility of the price of our common
stock; and * our stock price falling as a result of future offerings or sales of securities. Our risk factors are not guarantees that no
such conditions exist as of the date hereof and should not be interpreted as an affirmative statement that such risks or conditions
have not materialized, in whole or in part. Risks Related to Our Business The commercialization and sales of our current or
future products may be unsuccessful or less successful than anticipated. While we plan to continue pursuing new products and
expand into adjacent markets, we have limited experience in managing and selling multiple products and, as a result, may face
challenges selling in new markets and fail to successfully carry out these initiatives, which may adversely impact our business,
financial condition or results of operation. We have made and expect to continue making substantial investments to develop new
products and enhance our existing products through our acquisitions and research and development efforts. For example, we
commenced commercial shipments of Revio, our new long- read sequencing system in the first quarter of 2023, and commenced
commercial shipments of Onso, our new SBB short- read platform, in the third quarter of 2023. We also began taking orders
and shipping our new Vega benchtop long- read sequencing system in the fourth quarter of 2024. Our future success is
substantially dependent on our ability to successfully develop and commercialize our products, ietadingRevio-and-Onser-as
well as acquired technologies, which are anticipated to be used in demanding scientific research that requires substantial levels
of accuracy and precision. In addition, we may not be successful in transitioning our prior generation products to our Revio and
Vega produet-products , or transitioning users of other third party shert—tead-sequencing platforms to ©nse-our portfolio of
products , and could incur related obsolete inventory charges and losses on firm purchase commitments. Customers may also be
slower than we anticipate in making new capital equipment acquisitions, especially in the current economic environment. Due
to challenges we may experience in developing and marketing our existing products and launching new products, we may not be
able to effectively: « manage the timeliness of our new product introductions and the rate at which sales of our new products
may cannibalize sales of our elder-existing products or manage sales and rnarketlng of multiple sequencrng platforrns e drive
adoption of our current and future products oSy pre
development-; + maintain our competitive position by continuing to attract and retain customers for our products; ¢ provide
appropriate levels of customer training and support for our products; * implement an effective marketing strategy to promote
awareness of our products; * develop and implement an effective sales and distribution strategy for our current and future




products; ¢ develop, manufacture and commercialize new products or achieve an acceptable return on our manufacturing or
research and development efforts and expenses; * comply with regulatory requirements applicable to our products; ¢ anticipate
and adapt to changes in our market; * accommodate customer expectations and demands with respect to our products, increase
product adoption by our existing customers or develop new customer relationships; ¢ deliver our beta-early access systems to
our external beta-early access testing sites or complete our external beta-early access testing program on our currently expected
timelines; Fiscal 2024 Form 10- K16 < overcome unexpected challenges discovered during beta-early access testing;
complete the scientific and technical validation of new products on our currently expected timeline or at all; ¢ deliver our future
products in a timely manner to our customers; ¢ grow our market share by marketing and selling our products for new and
additional applications; * manage the significant burdens that expanding our existing or future products into current and new
markets may impose on marketing, compliance, and other administrative and managerial resources; ® maintain and develop
strategic relationships with vendors, manufacturers, and other industry partners to acquire necessary materials for the production
of, and to develop, manufacture and commercialize, our existing or future products; * adapt or scale our manufacturing activities
to meet performance specifications and potential demand at a reasonable cost; ¢ avoid infringement and misappropriation of
third- party intellectual property; * obtain and maintain any necessary licenses to third- party intellectual property on
commercially reasonable terms; ¢ obtain valid and enforceable patents that give us a competitive advantage or enforce existing
patents; ¢ protect our proprietary technology; and e attract, retain, and motivate qualified personnel. The risks noted above,
especially with respect to the marketing, sales, and commercialization of our products, may be heightened by the impact of
current uncertain market and other conditions. In addition, a high percentage of our expenses is and will continue to be fixed.
Accordingly, if we do not generate revenue as and when anticipated, we could suffer a material adverse effect on our business,
financial conditions, results of operations and prospects. We evaluate goodwill and other intangible assets with indefinite
useful lives for impairment annually and whenever events or changes in circumstances indicate that the fair value of
such assets may be less than the carrying value. We also perform regular reviews to determine if any event has occurred
that may indicate that the carrying values of our intangible assets with finite lives and other finite- lived assets are
impaired. Events that would indicate impairment and trigger an interim impairment test include, but are not limited to,
unexpected adverse business conditions, weak demand for a specific product line or business, economic factors, shifting
focus to certain lines of business, unanticipated technological changes or competitive activities, loss of key personnel,
changes in business strategy, and acts by governments or courts. The occurrence of any of these events, may require us
to record future impairment charges. For example, we recorded $ 184. 5 million of impairment charges during the year
ended December 31, 2024 as described in additional detail in Note 4. Balance Sheet Components in Part I1, Item 8 of this
Annual Report on Form 10- K. Any such charges may adversely affect our results of operations. We have incurred losses
to date, and we expect to continue to incur significant losses as we develop our business and may never achieve profitability. We
have generally incurred net losses each quarter since inception, and we cannot be certain if or when we will produce sufficient
revenue from our operations to support our costs. Even if profitability is achieved in the future, we may not be able to sustain
profitability on a consistent basis. We expect to continue to incur substantial losses and negative cash flow from operations for
the foreseeable future . Although we initiated expense reduction plans during the second quarter of 2024, we do not expect
to be profitable in 2025, and there can be no assurance that these expense reduction initiatives will be successful in
helping us achieve profitability . Our net losses since inception and our expectation of incurring substantial losses and
negative cash flow for the foreseeable future could: « make it more difficult for us to satisfy our obligations;  increase our
vulnerability to general adverse economic and industry conditions; Fiscal 2024 Form 10- K17 - limit our ability to fund future
working capital, capital expenditures, research and development and other business opportunities; * increase the volatility of the
price of our common stock; ¢ limit our flexibility to react to changes in our business and the industry in which we operate; *
place us at a disadvantage to other companies that offer nucleic acid sequencing equipment or consumables; and ¢ limit our
ability to borrow additional funds. In addition, inflationary pressure, including as a result of supply shortages, has adversely
impacted and could continue to adversely impact our financial results, and our operating costs may increase. We may not fully
offset these cost increases by raising prices for our products and services, which could result in downward pressure on our
margins. Further, our customers may choose to reduce their business with us if we increase our pricing. Any or all of the
foregoing may have a material adverse effect on our business, operations, financial condition, and prospects. An impairment in
value of our tangible or intangible assets could also be recorded as a result of weaker economic conditions. For more
information on impairment considerations, see “ — The commercialization and sales of our current or future products
may be unsuccessful or less successful than anticipated. While we plan to continue pursuing new products and expand
into adjacent markets, we have limited experience in managing and selling multiple products and, as a result, may face
challenges selling in new markets and fail to successfully carry out these initiatives, which may adversely impact our
business, financial condition or results of operation. ” above. Expense reduction initiatives could be disruptive to our
operations and adversely affect our results of operations and financial condition, and we may not realize some or all of
the anticipated benefits of these initiatives, whether in the time frame anticipated or at all. Our expense reduction
initiatives comprise, among other things, workforce reductions, facilities downsizing and a refined pipeline of
development activities. For example, during the second quarter of 2024 we initiated plans to reduce certain of our
annualized run- rate operating expenses by the end of the year, with the intent of better aligning our organizational
structure and resources with our strategic initiatives. The implementation of these expense reduction initiatives,
including the impact of workforce reductions, could impair our ability to invest in developing, marketing and selling new
and existing products, be disruptive to our operations, make it difficult to attract or retain employees, result in higher
than anticipated charges, divert the attention of management, result in a loss of accumulated knowledge, impact our
customer and supplier relationships, and otherwise adversely affect our results of operations and financial condition. In



addition, our ability to complete our expense reduction initiatives and achieve the anticipated benefits within the
expected time frame is subject to estimates and assumptions and may vary materially from our expectations, including as
a result of factors that are beyond our control. Furthermore, our efforts to stabilize our business may not be successful.
Fiscal 2024 Form 10- K18 We are not cash flow positive and may not have sufficient cash to make required payments under the
terms of our debt or fund our long- term planned operations. Our operations have consumed substantial amounts of cash since
inception, and we expect to continue to incur substantial losses and negative cash flow from operations for the foreseeable
future. Additional funds may not be available on terms acceptable to us or at all. We have incurred significant debt, and we may
incur additional debt sin the future. As of December 31, 2823-2024 , we had outstanding approximately $ 459-200 . 0 million
aggregate principal amount of our 1. 50 % eenvertible-Convertible senter-Senior notes-Notes due 2029 (the “ 2029 Notes )
and $ 441. 0 million aggregate principal amount of our 1. 375 % Convertible Senior Notes due 2030 (the “ 2030 Notes ”
and together with the 2029 Notes, the “ Notes ). As discussed in Note S. Convertible Senior Notes in Part 11, Item 8 of
this Annual Report on Form 10- K, we exchanged the remaining approximately $ 459. 0 million in aggregate principal
amount of our 1. 50 % Convertible Senior Notes duc 2028 (the “ 2028 Notes ') and-for (i) $ 444200 . 0 million aggregate
principal amount of the 2029 euﬂ%%%eeﬁveﬁtb}e—semefnefes-Notes éue—2939—( ii) 20, 451 570 shares of common stock
and (iii) $ 50. 0 million of cash ( the “ Exchange Transaction - g ] ]
The Exchange Transaction closed on November 21, 2024 . We may not have sufﬂ01ent Cash to make requ1red payments under
the terms of this debt, and should this occur, debt holders have rights senior to common stockholders to make claims on our
assets . In addition, if we do not have sufficient cash to make the required payments at maturity, we may need to raise
additional capital, which could result in dilution of our existing investors, or refinance or restructure our debt, which will
depend on, among other things, the condition of the capital markets and our financial condition at such time, and which
may be at higher interest rates . We may not be able to issue equity securities due to unacceptable terms and conditions to us
in the capital markets. To the extent that we intend to raise additional funds through the sale of our common stock, downward
fluctuations in our stock price could adversely affect such fundraising efforts. Furthermore, equity financings normally involve
shares sold at a discount to the current market price and fundraising through sales of additional shares of common stock or other
equity securities will have a dilutive effect on our existing investors. We may be required to seek equity financing at a time
when the market price for our common stock is low, which sit-would further dilute ownership eentribute-to-dihution-for
existing hetders-common stockholders . We believe that our growth will depend, in part, on our ability to fund our
commercialization efforts and our efforts to develop new products and i improve Finehiding-any-improvements-te-our existing
products. To the extent our existing resources are not sufficient, it may require us to delay, or even not allow us to conduct any
or all of these activities that we believe would be beneficial for our future growth. We may need to raise additional funds
through public or private debt or equity financing or alternative financing arrangements, which may include collaborations or
licensing arrangements. If we are unable to raise funds on favorable terms, or at all, we may have to reduce our cash burn rate
and may not be able to support our commercialization efforts, launching of new products, or operations, or to increase or
maintain the level of our research and development activities. If we are unable to generate sufficient cash flows or to raise
adequate funds to finance our forecasted expenditures, we may have to make significant changes to our operations, including
delaying or reducing the scope of, or eliminating some or all of, our development programs. We also may have to reduce sales,
marketing, engineering, customer support or other resources devoted to our existing or new products, or we may need to cease
operations. Any of these actions could materially impede our ability to achieve our business objectives and could materially
harm our operating results , and there can be no assurance that any of these actions would be successful . If our cash, cash
equivalents and investments are insufficient to fund our projected operating requirements and we are unable to raise capital, it
could have a material adverse effect on our business, financial condition and results of operations and prospects. We have made
acquisitions and, in the future, may continue to acquire businesses, technologies or assets, form joint ventures or make other
strategic investments with companies that could adversely affect our operating results, dilute our stockholders’ ownership, or
cause us to incur debt or significant expense. As part of our business strategy, we have acquired and expect to continue to pursue
acquisitions of complementary businesses, technologies, or assets. We may also pursue technology hcense arrangements,

strateglc alliances or 1nvestments that complement our business 4

0 vely-. Acquisitions and strategic transactions
involve numerous risks, any of Wthh could harm our buslness and negatlvely affect our financial condition and results of
operations, including: ¢ intense competition for suitable acquisition targets, which could increase prices and adversely affect our
ability to consummate deals on favorable or acceptable terms; © failure or material delay in closing a transaction; Fiscal 2024
Form 10- K19 - transaction- related lawsuits or claims; ¢ difficulties in integrating the technologies, operations, existing
contracts, and personnel of an acquired company; ¢ difficulties in retaining key employees or business partners of an acquired
company; ¢ difficulties in retaining suppliers, partners, or customers of an acquired company; ¢ challenges with integrating the
brand identity of an acquired company with our own; ¢ diversion of financial and management resources from existing
operations or alternative acquisition opportunities; * failure to realize the anticipated benefits or synergies of a transaction;
difficulties in developing technology post- acquisition; ¢ failure to identify the problems, liabilities, or other shortcomings or
challenges of an acquired company or technology, including issues related to intellectual property, regulatory compliance
practices, litigation, revenue recognition or other accounting practices, or employee or user issues; * risks that regulatory bodies
may enact new laws or promulgate new regulations that are adverse to an acquired company or business; * risks that regulatory
bodies do not approve our acquisitions or business combinations or delay such approvals; ¢ theft of our trade secrets or
confidential information that we share with potential acquisition candidates or other potential strategic partners; ¢ risk that an
acquired company or investment in new services cannibalizes a portion of our existing business; and ¢ adverse market reaction to
an acquisition or other strategic transaction. To finance any acquisitions or other strategic investments, we may raise additional




funds, which could adversely affect our existing stockholders and our business. If the price of our common stock is low or
volatile, we may not be able to acquire other companies for stock. In addition, our stockholders may experience substantial
dilution as a result of additional securities we may issue for acquisitions. Open market sales of substantial amounts of our
common stock issued to stockholders of companies we acquire could also depress our stock price. Additional funds may not be
available on terms that are favorable to us, or at all. If we fail to address the foregoing risks or other problems encountered in
connection with past or future acquisitions of businesses, new technologies, services, and other assets and strategic investments,
or if we fail to successfully integrate such acquisitions or investments, our business, financial condition, and results of operations
could be adversely affected, including potential impairments of goodwill and intangible assets. Fiscal 2024 Form 10- K20 If we
are unable to successfully develop and timely manufacture our current and future products, including with respect to SMRT
Cells, Sequel , Sequel 11 / Ile Systems-, Revio, Onso , and Vega systems , and other SMRT Cell, HiFi, and SBB products under
development, and related products, our business may be adversely affected. Considering frlightefthe highly complex
technologies involved in our products, there can be no assurance that we will be able to manufacture and commercialize our
current and future products on a timely basis or continue providing adequate support for our existing products. The commercial
success of our products, including the Sequel, Sequel 11 / Ile, Revio and, Onso and Vega Systems-systems , and the products
under development, including acquired technologies, depends on a number of factors, including performance and reliability of
the systems, our anticipating and effectively addressing customer preferences and demands, the success of our sales and
marketing efforts, effective forecasting and management of product demand, purchase commitments and inventory levels,
effective management of manufacturing and supply costs, and the quality of our products, including consumables such as SMRT
Cells and reagents. Should we face delays in or discover unexpected defects during the further development or manufacturing
process of instruments or consumables related to our products, including with respect to SMRT Cells, reagents, Sequel , Sequel
11/ 1le Systems-, Revio, Onso , and Vega systems , and other SMRT Cell, HiFi, and SBB products under development,
including acquired technologies, and including any delays or defects in software development or product functionality, the
timing and success of the continued rollout and scaling of our products may be significantly impacted, which may materially
and negatively impact our revenue and gross margin. The ability of our customers to successfully utilize our products will also
depend on our ability to deliver high quality SMRT Cells and reagents. We have designed SMRT Cells and other consumables
specifically for the Sequel, Sequel 11/ Ile, ane-Revio and Vega Systems-systems , and may need to develop in the future, other
customized SMRT Cells and consumables for our future products. Our production of the SMRT Cells for the Sequel and Sequel
11 / Ile Systems-systems has been and may in the future, including with respect to the Revio system, be below desired levels and
yields, and we have experienced and may experrence in the future manufacturrng delays product or quality defects, SMRT Cell
Varrabrhty, and other issues - v andemieh d-and;-any : v e

supplry—pfed-uets— The performance of our consurnables is critical to our customers’ successful utrhzatlon of our products and
any defects or performance issues with our consumables would adversely affect our business. All of the foregoing could have a
material adverse effect on our ability to sell our products or result in other material adverse effects on our business, operations,
financial condition, operations and prospects. The development of our products is complex and costly. Problems in the design or
quality of our products may have a material and adverse effect on our brand, business, financial condition, and operating results,
and could result in us losing our certifications from the International Organization for Standardization (“ ISO ”). If we were to
lose ISO certification, then our customers might choose not to purchase products from us and this could adversely impact our
ability to develop products approved for clinical uses. Unanticipated problems with our products could divert substantial
resources, which may impair our ability to support our new and existing products and could substantially increase our costs. If
we encounter development challenges or discover errors in our products late in our development cycle, including during external
beta testing, we may be forced to undertake design and / or production changes, delay product shipments or the scaling of
manufacturing or supply. The completion of the production and external testing of our beta systems may also take longer than
currently planned, cost more than currently expected and the scientific and technical validation may not be completed on our
currently expected timelines or at all. Such testing may also expose fundamental flaws in our products that may cause us to
abandon the further development of such products. If the continued rollout of our current and future products, including with
respect to the SMRT Cell, the Sequel , Sequel I1 / Ile, Revio, and-Onso and Vega Systems-systems , is delayed or is not
successful or less successful than anticipated, then we may not be able to achieve an acceptable return, if any, on our substantial
research and development efforts, and our business may be materially and adversely affected. The expenses or losses associated
with delayed or unsuccessful product development or lack of market acceptance of our existing and new products, including the
SMRT Cell and the Sequel , Sequel 11 / Ile Systemts-, Revio, and-Onso ;-and Vega systems could materially and adversely
affect our business, operations, financial condition, and prospects. Fiscal 2024 Form 10- K21 Our research and development
efforts may not result in the benefits that we anticipate, and our failure to successfully market, sell, and commercialize our
current and future products could have a material adverse effect on our business, financial condition and results of operations.
We have dedicated significant resources to developing our current products . We are also engaged in substantial and complex
research and development efforts, whlch if successful may result in the 1ntroduct10n of new products in the future
including in connection with the segwen d-ec prietary

teehne’:egy—and the eur—Sequel—a-nd—Sequel lI / Ile FStems

wrth—the—SMR—T—GeH—t-he—Sequel—H—/—He—Systeﬂ&s— Revro and-, Onso and Vega systems in addrtron to other products currently

under development, including acquired technologies. Our research and development efforts are complex and require us to incur
substantial expenses and we may not be able to develop, manufacture and commercialize new products or obtain regulatory
approval if necessary. We may divert significant resources to research and development initiatives that do not result in



commercialized products, and even if these efforts do result in commercialized products, there can be no assurance that such
products will compete successfully in the market or achieve an acceptable return, if any, on our research and development
efforts and expenses. Moreover, our joint research and development efforts with partners require significant management
attention and operational resources. If we are unable to successfully manage such joint research and development efforts, our
future results may be adversely impacted. Furthermore, we will need to continue to expand our internal capabilities or seek new
partnerships or collaborations, or both, in order to successfully develop, market, sell and commercialize our products for and in
the markets we seek to reach. If we are unable to do so or are delayed, then this could materially and adversely affect our
buslness opelatlons financial Condltlon and prospects We must successfully manage new product introductions and transitions
v d 8 A A 6 a and the development of acquired
technologms and—for which we may incur smmhcant costs during these transitions and development, and these efforts may not
result in the benefits we anticipate. If our products and services fail to deliver the performance, scalability or results expected by
our current and future customers, or are not delivered on a timely basis, our reputation and credibility may suffer, our current
and future sales and revenue may be materially harmed and our business may not succeed. For instance, if we are not able to
successfully execute on the commercialization of the Revio HiFi long- read sequencing system, ase-the Onso SBB short - read
sequencing system, and the Vega benchtop long - read sequencing system, and each of their related consumables, and any
future products that may be developed for research, medical and clinical uses, including acquired technologies, it could have a
material adverse effect on our business, financial condition and results of operations. In addition, the introduction of future
products, including with respect to future long- read and short- read products, and related consumables, has and may in the
future lead to our limiting or ceasing development of further enhancements to our existing products as we focus our resources on
new products, and has resulted and could in the future result in reduced marketplace acceptance and loss of sales of our existing
products, materially adversely affecting our revenue and operating results. The introduction of new products, including the
recent commercialization of our Revio aré-, Onso and Vega systems, has had and may in the future also have a negative impact
on our revenue in the near- term as our current and future customers have delayed or cancelled and may in the future delay or
cancel orders of existing products in anticipation of new products and we may also be pressured to decrease prices for our
existing products. Our experience in managing product transitions is limited, and we have experienced, and may in the future
experience, difficulty in managing or forecasting customer reactions, purchasing decisions or transition requirements with
respect to newly launched products. We have incurred and may continue to incur significant costs in completing these
transitions, including costs of write- downs of our products, as current or future customers transition to new products. If we do
not successfully manage these product transitions, including with respect to the Revio ané-, Onso and Vega Systems-systems
and each of their related consumables, and any future long- read and short- read products, our business, operations, financial
condition, and prospects may be matenally and adversely affected. Our business may be adversely affected by epldemlcs or

other public health emergencies € :
busmess has—beeﬁ—&ﬂd—could be -fuft-heﬁadversely 1mpacted by the eﬁects of epldemlcs €9¥I-B-—l-9—0r 0the1 eptdemies—e-r

aﬁy—panéemie—erpubhc health eutbreaks—emergencles. These 1mpacts could 1nclude, but are not necessarlly limited to: ¢

shutdowns or related-business disruptions experienced and-the-meastres-taken-by the-governments-of eountries-affeeted-eoutd
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supply chains eeuld-have-anegative-tmpaet-on-; changes in apphcable public health regulations that require us to modify
our busmess practlces —ﬁnanet&l—eeﬁeht-teﬁ—and epef&&ng—operatlons fewlts—Beeause—eursemteendﬁeter—maﬂu-faeﬁlfers—afe

ﬂ&reugh—eert&m—d-tstﬂbﬁters— The extent to Whlch any ep1dem1c F% or ex&mp-le—the—other pubhc health emergency impacts
COHD19pandemte-eatsed-us-te-modify-our business praettees-and financial results inherently depends on future

developments, whlch are hlghly uncertaln and cannot be predlcted 1nclud1ng new 1nf0rmat10n whlch may emerge
concerning ; ;
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le"ldelshlp team and the resultlng management transitions might harm our tuture operating results We have in recent years

experlenced s1gmtlcant changes to our leadershlp team s-rnee%@%@— tnehdrng—the—appemtment—e—ﬁetﬁtﬂreﬂt—?reﬁdeﬂt—
Aeeoﬂﬁ&ng—@fﬁeer—aﬂd-@harﬁef—the—Bo&rdﬁ%}theﬂgh—although we beheve these leadershlp transmons are in the best interest

of our stakeholders, these transitions may result in the loss of personnel with deep institutional or technical knowledge. Further,
the transition could potentially disrupt our operations and relationships with employees, suppliers, partners, and customers due
to added costs, operational inefficiencies, decreased employee morale and productivity and increased turnover. We must
successfully recruit and integrate our new leadership team members within our organization to achieve our operating objectives;
as such, the leadership transition may temporarily affect our business performance and results of operations while the new
members of our leadership team become familiar with our business. In addition, our competitors may seek to use this transition
and the related potential disruptions to gain a competitive advantage over us. Furthermore, these changes may increase our
dependency on the other members of our leadership team that remain with us, who are not contractually obligated to remain
employed with us and may leave at any time. Any such departure could be particularly disruptive given that we are already
experiencing leadership transitions and, to the extent we experience additional management turnover, competition for top
management is high such that it may take some time to find a candidate that meets our requirements. Our future operating results
depend substantially upon the continued service of our key personnel and in significant part upon our ability to attract and retain
qualified management personnel. If we are unable to mitigate these or other similar risks, our business, results of operations and
financial condition may be materially and adversely affected. We depend on the continuing efforts of our senior management
team and other key personnel. If we lose members of our senior management team or other key personnel or are unable to
successfully retain, recruit and train qualified scientists, engineers, sales personnel and other employees, our ability to maintain,
develop and commercialize our products could be harmed and we may be unable to achieve our goals. Our success depends
upon the continuing services of members of our senior management team and scientific and engineering personnel. In particular,
our scientists and engineers are critical to our technological and product innovations, and we will need to hire additional
qualified personnel. Our industry, is characterized by high demand and intense competition for talent, and the turnover rate has
been and may continue to be high. Our employees can leave our company with little to no prior notice and would be free to
work for a competitor. We compete for qualified management and scientific personnel with other life science companies,
academic institutions and research institutions, particularly those focusing on genomics. Fhis-eompetitionrhad-been-exaeerbated
We also compete for qualified sales personnel to support the commercialization of our existing and new products.
Workforce reductions, such as the workforce reduction we implemented in 2024, and other expense reduction efforts
may be negatively received by the-inerease-in-potential or current employee-employees , resignations-n2624-and 2622
accordingly result in attrition or difficulty in recruiting desirable candidates. Additionally, we may face challenges in
retamlng and recrultmg key personnel due to sustamed dechnes in our stock prlce that could reduce the retentlve had

sa-ta-ry—and—eash—rneerrtwes—we—have—tsstted—stock optlons ﬁ,ﬂd— restricted stock unlts and other equlty awards we issue as

compensation. We may not be able to provide adequate cash or other incentives to adequately counterbalance any
negative perceptions about the value of our equlty awards. Moreover, the value of any equlty awards that we do grant
vest-overtime—The-vahie-to our personnel

ugnlhcmtly affected by movements in our stock pr1ce that are beyond our control aﬂd-may—&t—arry—&me—be—ms&f-ﬂeteﬂt—te

or an inability to attract, retain, and motivate employees, could prevent us hom pursuing collabomtlons and matenally and
adversely dttect our support ot ex1st1ng products, product development and launches busmess growth prospects results of

changes to U S. 1mmlgratlon pohcles paﬁ-teu-}a-r}y—to-such as

such as the 1mplementat10n of more restrlctlve 1nterpretat10ns by the U. S. Citizenship and Immigration Services of
regulatory requirements for H- 1B and other visa programs, could restrain the flow of technical and professional talent into
the U. S. and may inhibit our ability to hire qualified personnel. If some of our employees’ temporary work permits expire
and are not renewed, we may face increased turnover rates and labor shortages, which could result in higher labor costs.
Fiscal 2024 Form 10- K23 If one or more of our senior executives or other key personnel were unable or unwilling to continue
in their present positions, we may not be able to replace them easily or at all, and other senior management may be required to
divert dttentlon from other aspects of the busmess In addltlon we do not have “ key person ” life insurance pohcles covering




of these individuals or any inability to attract or retain qualified personnel, including scientists, engineers, sales personnel and
others, could prevent us from pursuing collaborations and materially and adversely affect our support of existing products,
product development and introductions, business growth prospects, results of operations and financial condition. Our success is
highly dependent on our ability to further penetrate nucleic acid sequencing applications as well as on the growth and expansion
of the demand for our products. If our products fail to achieve and sustain sufficient market acceptance, we will not generate
expected revenue and our business may not succeed. Although nucleic acid sequencing technology is well- established, our
SMRT Sequencing technology is relatively new and evolving. We cannot be sure that our current or future products will gain
acceptance in the marketplace at levels sufficient to support our costs. Our success depends, in part, on our ability to expand
overall demand for nucleic acid sequencing to include new applications that are not practicable with other current technologies
and to introduce new products that capture a larger share of growing overall demand for sequencing. To accomplish this, we
must successfully commercialize, and continue development of, our proprietary SMRT Sequencing technology for use in a
variety of life science and other research applications, including uses by academic, government and clinical laboratories, as well
as pharmaceutical, diagnostic, biotechnology, and agriculture cornpames among others However we may be unsuccessful in
these efforts and the sale and commercialization of our the-S? q 0 e
products may not grow sufficiently to cover our costs. There can be no assurance that we w111 be successful in addmg new
products or securing additional customers for our current and future products Finelding-withrespeetto-the-SMRT-Cell;-Sequet
H-+He-Systems; Revtoand-Onse-. [f we are unable to successfully develop acquired technologies and sell acquired technology
products, we may fail to achieve our strategic commercial initiatives in connection with the planned release of new products and
anticipated entry into new markets. Our ability to further penetrate existing applications and any new applications depends on a
number of factors, including the cost, performance and perceived value associated with our products, as well as customers’
willingness to adopt a different approach to nucleic acid sequencing. Potential customers may have already made significant
investments in other sequencing technologies and may be unwilling to invest in new technologies. We are experiencing pricing
pressures caused by industry competition and increased demand for lower- priced instruments and lower operational costs. We
have limited experience commercializing and selling products outside of the academic and research settings, and we cannot
guarantee success in acquiring additional customers. Furthermore, we cannot guarantee that our products will be satisfactory to
potential customers or that our products will perform in accordance with customer expectations. Nucleic acid sequencing
applications are new and dynamic, and there can be no assurance that they will develop as quickly as we anticipate, that they
will reach their full potential or that our products will be appropriate or competitive for these applications. As a result, we may
be required to refocus our marketing efforts, and we may have to make changes to the specifications of our products to enhance
our ability to enter particular applications more quickly. We may also need to delay full- scale commercial deployment of new
products as we develop them in order to perform quality control and early access user testing. We also need to maintain reliable
supply chains for the various components in our new products and consumables to support large- scale commercial production.
Even if we are able to implement our technology successfully, we and / or our sales and distribution partners may fail to achieve
or sustain market acceptance of our current or future products across the full range of our intended life science and other
applications. We need to continue to expand and update our internal capabilities or to collaborate with other partners, or both, in
order to successfully expand sales of our products in the applications that we seek to reach, which we may be unable to do at the
scale required to support our business. If the demand for our products grows more slowly than anticipated, if we are unable to
successfully scale or otherwise ensure sufficient manufacturing capacity for new products to meet demand, if we are not able to
successfully market and sell our products, if competitors develop better or more cost- effective products, if our product launches
and commercialization are not successful, or if we are unable to further grow our customer base or do not realize the growth
with existing customers that we are expecting, our current and future sales and revenue may be materially and adversely
harmed, or we may recognize an impairment loss, and our business may not succeed. Fiscal 2024 Form 10- K24 We rely on
other companies for the manufacture of certain components and sub- assemblies and intend to outsource additional sub-
assemblies in the future, some of which are sole sources. We may not be able to successfully scale the manufacturing process
necessary to build and test multiple products on a full commercial basis, which could materially harm our business. Our products
are complex and involve a large number of unique components, many of which require precise manufacturing. The nature of our
products requires customized components that are currently available only from a limited number of sources, and in some cases,
single sources. We have chosen to source certain critical components from a single source, including suppliers for our SMRT
Cells, reagents, and instruments. We cannot assure you that product supplies will not be limited or interrupted, especially with
respect to our sole source third- party manufacturing and supply collaborators, or that product supplies will be of satisfactory
quality or continue to be available at acceptable prices. In particular, any replacement of our manufacturers could require
significant effort and expertise because there may be a limited number of qualified replacements. We may be unable to negotiate
binding agreements with our current and future sole source third- party manufacturing and supply collaborators or, in the event
that such collaborators’ services become interrupted for any reason, find replacement manufacturers to support our development
and commercial activities at commercially reasonable terms. We do not always have arrangements in place for a redundant or
second- source supply for our sole source vendors in the event they cease to provide their products or services to us or fail to
provide sufficient quantities in a timely manner. If we are required to purchase these components from alternative sources, it
could take several months or longer to qualify the alternative sources. If we are unable to source these product components from
sole- source third- party manufacturing and supply collaborators for any reason, including in connection with acts of terrorism,
hostilities, military conflict and acts of war, including between China and Taiwan, or secure a sufficient supply of these product
components on a timely basis and at an acceptable cost , or if these components do not meet our expectations or specifications
for quality and functionality, our operations and manufacturing would be materially and adversely affected, we could be unable
to meet customer demand and our business and results of operations may be materially and adversely affected. The operations of




our third- party manufacturing partners and suppliers have had and may in the future be disrupted by conditions unrelated to our
business or operations or that are beyond our control, including but not limited to changing international trade restrietions
policies , inflation, supply chain disruptions, and conditions related to €0V IB-—9-eretherecpidemics or pandemics. If our
manufacturing partners or suppliers are unable or fail to fulfill their obligations to us for any reason, we may not be able to
manufacture our products and satisfy customer demand or our obligations under sales agreements in a timely manner, and our
business could be harmed as a result. : he-globa
challenges in our supply chain , which has b
resulted-in-some-eost-inereases-thathave-and may contmue to adversely 1mpact margins. Durlng t-hese—perlods of sheﬁagw
shortage or detays— delay , the price of components may increase ;-or the components may not be available at all. Our suppliers
have raised thetprices and may continue to raise prices that we may not be able to pass on to our customers, which could
adversely affect our business, including our competitive position, market share, revenues, and profit margins in material ways.
We may not be able to secure enough components at reasonable prices or of acceptable quality to build new products in a timely
manner in the quantltles or conﬁguratlons needed. Varlous -Fefe*amp{e—t-he—ehtnese—government policies fﬁay—fe-—tmpese

; q s-have had, and
may continue to have in the future a negatlve impact on manufacturlng and / or supply chalns in addition to customer demand
for our products and demand through certain distributors. If as a result of global economic or political instability, such as the
petitteat-uncertainty in the Middle East asseetated-with-the-Israel-and-Hamas-eenfhet, an escalation of the war in Ukraine,
potential uncertainty related to Taiwan and its relationship with China, changing international trade policies, other disease
outbreaks, or supply issues, we or our contractors could experience shortages, business disruptions or delays for materials
sourced or manufactured in the affected countries, and their ability to supply us with instruments or product components may be
affected. Occasionally Fromrtime-to-tithe-, eertainr-system components efeursystems-and reagents may-reach the end of their
life cycles or become obsoleted- obsolete by-eursupptiers-, requiring us and-we-wounld-have-to procure-source alternative
alternatives seufees—fer—these—eﬂd—ef——h—fe—pfeé&efs— If we encounter delays or difficulties in securing the quality and quantity
of materials we require for our products, our supply chain would be interrupted, which would adversely affect sales. If any of
these events occur, our business and operating results could be harmed. Accordingly, if any of the foregoing occurs, our ability
to commercialize our products, revenue and gross margins could suffer until lockdowns related to frem-€COVID-—9-or-other
epidemics or pandemics infeettons-are fedueed—llfted supply issues or busmess dlsruptlons are resolved and / or other sources
can be developed Flscal 2024 Form 10 -8 0 :

i—Our current manufacturing process is also
characterlzed by long lead times between the placement of orders for and dellvery of our products. If we do not accurately
anticipate our needs or if we receive insufficient components to manufacture our products on a timely basis to meet customer
demand, our sales and our gross margin may be adversely affected, and our business could be materially harmed. If we are
unable to reduce our manufacturing costs and establish and maintain reliable, high- volume manufacturing suppliers as we scale
our operations and expand our product offerings, our business, operations, financial condition, and prospects could be materially
and adversely harmed. We may be unable to consistently manufacture our instruments and consumables, including SMRT Cells
and reagents, to the necessary specifications or in quantities necessary to meet demand at an acceptable cost or at an acceptable
performance level. In order to successfully generate revenue from our products, we need to supply our customers with products
that meet their expectations for quality and functionality in accordance with established specifications. Our customers have
experienced variability in the performance of our products. We have experienced and may continue to experience delays, quality
issues or other difficulties leading to customer dissatisfaction with our products. Our production of SMRT Cells, flow cells and
of reagents for both our long - teng-and short- read technologies, involve a long and complex manufacturing process and has
been and may in the future be below desired yields and resulting output levels. We have experienced and may experience in the
future manufacturing delays, product defects, variability in the performance of SMRT Cells, flow cells and other products,
inadequate reserves for inventory, or other issues. There is no assurance that we will be able to manufacture our products so that
they consistently achieve the product specifications and quality that our customers expect, including any products developed for
clinical uses. Problems in the design or quality of our products, including low manufacturing yields of SMRT Cells, flow cells,
or sub- performing reagent lots may have a material adverse effect on our brand, business, financial condition, and operating
results, and could result in us losing our ISO certifications. If we were to lose our ISO certifications, then our customers might
choose not to purchase products from us. There is also no assurance that we will be able to increase manufacturing yields and
decrease costs, particularly if high rates of inflation continue, or that we will be successful in forecasting customer demand or
manufacturing and supply costs, or that product supplies, including reagents or integrated chips, will not be limited or
interrupted, or will be of satisfactory quality or continue to be available at acceptable prices. Furthermore, while we are
undertaking efforts to increase our manufacturing scale and capability, we may not be able to increase manufacturing to meet
anticipated demand or may experience downtime in our manufacturing facilities, including, for example, if our suppliers are
unable to meet our increased demand at a time when the supply chain is under duress due to potential dislocations and
disruptions in product and employee availability (whether due to health-eptdemieserpandemics , government policy or
otherwise). An inability to manufacture products and components that consistently meet specifications, in necessary quantities
and at commercially acceptable costs, will have a negative impact, and may have a material adverse effect on our business,
product development timelines, financial condition and results of operations. Rapidly changing technology in life sciences and
research diagnostics could make our products obsolete unless we continue to develop, manufacture and commercialize new and
improved products and pursue new opportunities. Our industry is characterized by rapid and significant technological changes,
frequent new product introductions and enhancements and evolving industry standards. These new and evolving technologies



may be superior to, impair, or render obsolete the products we currently offer or the technologies currently underlying our
products. Our future success depends on our ability to continually improve our products, to develop and introduce new products
that address the evolving needs of our customers on a timely and cost- effective basis and to pursue new opportunities. These
new opportunities may be outside the scope of our proven expertise or in areas where demand is unproven, and new products
and services developed by us may not gain market acceptance or may not adequately perform to capture market share. Our
inability to develop and introduce new products and to gain market acceptance of our existing and new products could harm our
future operating results. Unanticipated difficulties or delays in replacing existing products with new products or in
commercializing our existing or new products in sufficient quantities and of acceptable quality to meet customer demand,
including with respect to the SMRT Cell and the Sequel , Sequel 11 / Ile Systems-, Revio and-, Onso and Vega systems , could
diminish future demand for our products and may materially and adversely harm our future operating results. Fiscal 2024 Form
10- K26 The size of the markets for our products, including our Revio ane-, Onso and Vega instruments, may be smaller than
estimated, and new market opportunities may not develop as quickly as we expect, or at all, limiting our ability to successfully
sell our products. The market for sequencing systems and consumables products is evolving, making it difficult to accurately
predict the size of the markets for our current and future products, including our Revio and-, Onso and Vega instruments. Our
estimates of the total addressable market for our current and future products are based on a number of internal and third- party
estimates and assumptions that may be incorrect, including the assumptions that academic, governmental, corporate, or other
sources of funding will continue to be available to life sciences researchers at times and in amounts necessary to allow them to
purchase our products. In addition, sales of new products may take time to develop and mature and we cannot be certain that
these market opportunities will develop as we expect. While we believe our assumptions and the data underlying our estimates
of the total addressable market for our products are reasonable, these assumptions and estimates may not be correct and the
conditions supporting our assumptions or estimates, or those underlying the third- party data we have used, may change at any
time, thereby reducing the accuracy of our estimates. As a result, our estimates of the total addressable market and growth
opportunities for our products may be incorrect. The future growth of the market for our current and future products depends on
many factors beyond our control, including recognition and acceptance of our products by the research and scientific
communities, the growth, prevalence and costs of competing products and solutions and the development of robust ecosystems
supporting our products and their methodologies. For example, the market acceptance and growth of long- read sequencing
technologies, like our Revio and Vega system-systems , depends on a variety of factors, including the availability and cost-
effectiveness of related tools for high quality sample collection and preparation and advanced bioinformatic tools to process
results; as well as the perceived advantages and disadvantages of long- read sequencing compared to short- read or other
sequencing technologies: consequently, if potential customers conclude the costs of adopting long- read sequencing
technologies outweigh the benefits, the market for our Revio and Vega systems may be negatively impaired. There can be no
assurance that our current or future products will gain traction in the market. If the markets for our current and future products
are smaller than estimated or do not develop as we expect, our growth may be limited, and it could materially and adversely
affect our business, operations, financial condition and prospects. Increased market adoption of our products by customers may
depend on the availability of sample preparation and informatics tools, some of which may be developed by third parties. Our
commercial success may depend in part upon the development of sample preparation and software and informatics tools by third
parties for use with our products. We cannot guarantee that product supplies, including reagents, will not be limited or
interrupted, or will be of satisfactory quality or continue to be available at acceptable prices, or that third parties will develop
tools that our current and future customers will find useful with our products, or that customers will adopt such third- party tools
on a timely basis or at all. A lack of complementary sample preparation and informatics tools, or delayed updates of such tools,
may impede the adoption of our products and may materially and adversely impact our business. We operate in a highly
competitive industry and if we are not able to compete effectively, our business and operating results will likely be harmed.
There are a significant number of companies offering nucleic acid sequencing products and / or services, including Illumina,
BGI Genomics (also known as MGI or Complete Genomics), Thermo, ONT Ltd., Roche, Bionano, and Qiagen. Other
companies recently entering the market include Ultima, Element and Singular. Many of these companies currently have greater
name recognition, more substantial intellectual property portfolios, longer operating histories, significantly greater financial,
technical, research and / or other resources, more experience in new product development, larger and more established
manufacturing capabilities and marketing, sales, and support functions, and / or more established distribution channels to deliver
products to customers than we do. These companies may be able to respond more quickly and effectively than we can to new or
changing opportunities, technologies, standards, or customer requirements. Fiscal 2024 Form 10- K27 There are also several
companies that are in the process of developing or have already developed and commercialized new, competing or potentially
competing technologies, products and / or services, including ONT Ltd. and its subsidiaries, against whom we have filed
complaints for patent infringement in the U. S. District Court for the District of Delaware and, previously, with the U. S.
International Trade Commission, in the High Court of England and Wales and in the District Court of Mannheim, Germany.
ONT Ltd. previously filed claims against us 1n the ngh Court of England and Wales and the District Court of Mannherm
Germany, also for patent 1nfr1ngernent and b P e d

ere 7 —thate Roche is developrng potentrally competrng sequencing products.
Increased competltlon may result in pricing pressures, which could harm our sales, profitability or market share. Our failure to
further enhance our existing products and to introduce new products to compete effectively could materially and adversely affect
our business, operations, financial condition, and prospects. We may be unable to successfully increase sales of our current
products or market and sell our future products. Our ability to achieve profitability depends, in part, on our ability to attract



customers for our current and future products including Revio and Onso, and we may be unable to effectively market or sell our
products or find appropriate partners to do so. To perform sales, marketing, distribution, and customer support functions
successfully, we face a number of risks, including: ¢ our ability to attract, retain and manage qualified sales, marketing, and
service personnel necessary to expand market acceptance for our technologies; ¢ the performance and commercial availability
expectations of our existing and potential customers with respect to new and existing products; * availability of potential sales
and distribution partners to sell our technologies, and our ability to attract and retain such sales and distribution partners; ¢ the
time and cost of maintaining and growing a specialized sales, marketing and service force for a particular application, which
may be difficult to justify in light of the revenue generated; and * our sales, marketing and service force may be unable to
execute successful commercial activities. We have , and may in the future, use promotional pricing and similar measures to
attract purchases of our products. These measures may not be successful in attracting purchases and, even if successful,
may negatively impact our gross margins. We have cnlisted and may continue to enlist third parties to assist with sales ,
equipment leasing , distribution and customer support. There is no guarantee that we will be successful in attracting desirable
sales and distribution partners, that we will be able to enter into arrangements with such partners on terms favorable to us or that
we will be able to retain such partners on a going- forward basis. If our sales and marketing efforts, or those of any of our third-
party sales and distribution partners, are not successful, or our products do not perform in accordance with customer
expectations, our technologies and products may not gain market acceptance, which could materially and adversely impact our
business, operations, financial condition, and prospects. Large purchases by a limited number of customers represent a
significant portion of our revenue, and any loss or delay of expected purchases has resulted, and in the future could result, in
material quarter- to- quarter fluctuations of our revenue or otherwise adversely affect our results of operations. We receive a
significant portion of our revenue from a hmrted number of customers. For e*amp{e—feﬁhe years ended December 31,2022
2024 aﬁd—292—1— W d y and -1-3—%—ef

0 v stagle-customer accounted for 10 % or greater-more
of our total revenue. For the year ended December 31, 2022 one customer, who is our primary distributor in China,
exceeded 10 % of our total revenue. Many of these customers make large purchases on a purchase- order basis rather than
pursuant to long- term contracts. As a consequence of the concentrated nature of our customer base and their purchasing
behavior, our quarterly revenue and results of operations have fluctuated, and may fluctuate in the future, from quarter to quarter
and are difficult to forecast. For example, the cancellation of orders or acceleration or delay in anticipated product purchases or
the acceptance of shipped products by our larger customers has materially affected, and in the future could materially affect, our
revenue and results of operations in any quarterly period. We have been, and may in the future be, unable to sustain or increase
our revenue from our larger customers, or offset any discontinuation or decrease of purchases by our larger customers with
purchases by new or other existing customers. To the extent one or more of our larger customers experience significant financial
difficulty, bankruptcy or insolvency, this could have a material adverse effect on our sales and our ability to collect on
receivables, which could materially and adversely harm our financial condition and results of operations. Fiscal 2024 Form 10-
K28 In addition, many of our customers, including some of our larger customers, have negotiated, or may in the future
negotiate, volume- based discounts or other more favorable terms from us or our sales and distribution partners, which can and
have had a negative effect on our gross margins or revenue. We expect that such concentrated purchases will continue to
contribute materially to our revenue for the foreseeable future and that our results of operations may fluctuate materially as a
result of such larger customers’ buying patterns. In addition, we may see consolidation of our customer base. The loss of one of
our larger customers, a significant delay or reduction in its purchases, or any volume- based discount or other more favorable
terms that we or our sales and distribution partner (s) may agree to provide, in light of the aggregated purchase volume or
buying power resulting from such consolidation, has harmed, and in the future could harm, our business, financial condition,
results of operations and prospects. Our products are highly complex, have recurring support requirements and could have
unknown defects or errors, whrch may grve rise to claims against us or divert application of our resources from other purposes.
Our Produets-products 4 0 v S-af : ey-are highly complex and may develop or contain
undetected defects or errors. Our customers have prevrously experienced rehablhty issues with our existing products including
the Sequel Systemrand the-Sequel 11/ [le Systems-systems . In addition, it is possible our customers could experience reliability
issues with current or future products, including the Sequel II / Ile, Revio and-, Onso and Vega Systems-systems . Despite
internal and external testing, defects, or errors may arise in our products, which could result in a failure to obtain, maintain, or
increase market acceptance of our products, diversion of development resources, injury to our reputation and increased warranty,
service, and maintenance costs. New products, including the Revio aned-, Onso and Vega systems , or enhancements to our
existing products, including the SMRT Cell and the Sequel 11 / Ile Systems-systems , in particular may contain undetected
errors or performance problems that are discovered only after delivery to customers. If our products have reliability or other
quality issues or require unexpected levels of support in the future, the market acceptance and utilization of our products may not
grow to levels sufficient to support our costs and our reputation and business could be harmed. Low utilization rates of our
products has and could in the future cause our revenue and gross margins to be adversely affected. We provide a warranty for
our sequencing instruments and consumables, which is generally limited to replacing, repairing, or at our option, giving credit
for any sequencing instrument or consumable with defects in material or workmanship. Service contracts for our sequencing
instruments may be separately purchased. Defects or errors in our products may also discourage customers from purchasing our
products. The costs incurred in correcting any defects or errors may be substantial and could materially and adversely affect our
operating margins. If our service and support costs increase, our business and operations may be materially and adversely
affected. In addition, such defects or errors could lead to the filing of product liability claims against us or against third parties
whom we may have an obligation to indemnify against such claims, which could be costly and time- consuming to defend and
result in substantial damages. Although we have product liability insurance, any product liability insurance that we have or




procure in the future may not protect our business from the financial impact of a product liability claim. Moreover, we may not
be able to obtain adequate insurance coverage on acceptable terms. Any insurance that we have or obtain will be subject to
deductibles and coverage limits. A product liability claim could have a material adverse effect on our business, financial
condition, and results of operations. A significant portion of our sales depends on customers’ spending budgets that may be
subject to significant and unexpected variation which could have a negative effect on the demand for our products. Our
instruments represent significant capital expenditures for our customers in research applications. Current and potential
customers for our current or future products include academic and government institutions, genome centers, medical research
institutions, clinical laboratories, pharmaceutical, agricultural, biotechnology, diagnostic and chemical companies. Their
spending budgets can have a significant effect on the demand for our products. Spending budgets are based on a wide variety of
factors, including the allocation of available resources to make purchases, funding from government sources which is highly
uncertain and subject to change, the spending priorities among various types of research equipment, policies regarding capital
expenditures during economically uncertain periods and the potential impacts from health epidemics or pandemics. Any
decrease in capital spending or change in spending priorities of our current and potential customers could significantly reduce
the demand for our products. Any delay or reduction in purchases by current or potential customers or our inability to forecast
fluctuations in demand could materially and adversely harm our future operating results. Fiscal 2024 Form 10- K29 We may
not be able to convert our orders in backlog into revenue. Our backlog represents product orders from our customers that we
have confirmed but have not been able to fulfill, and, accordingly, for which we have not yet recognized revenue. We may not
receive revenue from these orders, and any order backlog we report may not be indicative of our future revenue. Many events
can cause an order to be delayed or not completed at all, some of which may be out of our control, including the potential
impacts from health epidemics or pandemics and our suppliers, especially our sole source suppliers, not being able to provide us
with products or components. If we delay fulfilling customer orders or if customers reconsider their orders, those customers
may seek to cancel or modify their orders with us. Customers may otherwise seek to cancel or delay their orders even if we are
prepared to fulfill them. If our orders in backlog do not result in sales, our operating results may suffer. Our sales cycles are
unpredictable and lengthy, which makes it difficult to forecast revenue and may increase the magnitude of quarterly or annual
fluctuations in our operating results. The sales cycles for our sequencing instruments are lengthy because they represent a major
capital expenditure and generally require the approval of our customers’ senior management. This may contribute to substantial
fluctuations in our quarterly or annual operating results, particularly during periods in which our sales volume is low. Because of
these fluctuations, it is likely that in some future quarters our operating results will fall below the expectations of securities
analysts or investors. If that happens, the market price of our stock would likely decrease. Past fluctuations in our quarterly and
annual operating results have resulted in decreases in our stock price. Such fluctuations also mean that investors may not be able
to rely on our operating results in any particular period as an indication of future performance. Sales to existing customers and
the establishment of a business relationship with other potential customers is a lengthy process, generally taking several months
and sometimes longer. Following the establishment of the relationship, the negotiation of purchase terms can be time-
consuming, including as a result of seasonal factors, as discussed below, and a potential customer may require an extended
evaluation and testing period. Our sales cycles may also lengthen, and those sales cycles may result in lower units sold per
cycle, as we continue to introduce our Revio and Onso instruments and their associated consumables to the market, as our
customers may have additional administrative, technical or other requirements associated with transitioning to new products and
technologies. In anticipation of product orders, we may incur substantial costs before the sales cycle is complete and before we
receive any customer payments. As a result, if a sale is not completed or is canceled or delayed, we may have incurred
substantial expenses, making it more difficult for us to become profitable or otherwise negatively impacting our financial
results. Even if our selling efforts are successful, the realization of revenue may be substantially delayed, our ability to forecast
our future revenue may be more limited and our revenue may fluctuate significantly from quarter to quarter and year over year.
For more information on the impact of these fluctuations on our results and stock price, see “ — Our operating results fluctuate
from quarter to quarter and year over year, which makes our future results difficult to predict and could negatively impact the
market price of our common stock, ” below. Because some of our customers and suppliers are based in China, our business,
financial condition and results of operations could be adversely affected by the political and economic tensions between the
United States and China. We are subject to risks associated with political conflicts between the U. S. and China. A signifieant
portlon of our revenue is generated from Chlna For exaﬂa-p-}e—fer—the years ended December 31, 2022-2024 and2621+-, ene-of

0 y oand B%—eileuﬁetawl-revenue—
fespeem‘e}y—FeH-he—yea-leeﬂded—BeeembeH-l—ZOB no smg-}e-customer accounted for 10 % or greater-more of our total
revenue. For the year ended December 31, 2022, one customer, who is our primary distributor in China, exceeded 10 %
of our total revenue. In addition, certain components, some of which are critical components, of our products are manufactured
in China. These components are either sourced directly from companies in China or indirectly from third parties that source from
companies in China. Fiscal 2024 Form 10- K30 Consequently, we are subject to significant risks associated with the trading
relationship between the U. S. and China, which is currently characterized by significant uncertainty. Tariffs imposed by the U.
S. and China have increased, and may continue to increase, our costs. Additionally, export restrictions imposed by the U. S. may
impact our ability to export certain products to customers or distributors in China and restrict our ability to use certain integrated
circuits in our products, and it is possible that additional restrictions will be put in place that could impact our ability to provide
our products to customers or distributors in China or source components from China. Moreover, the Chinese government may
retaliate against U. S. trade restrictions in ways that could impact our business , including through the imposition of tariffs on
imports from the U. S. and / or the imposition of export controls affecting the export of certain items from China . Given
the relatively fluid regulatory environment in China and the United States and uncertainty how the U. S. or foreign governments
will act with respect to export controls, tariffs, international trade agreements and policies, there could be additional import,




export, tax, or other regulatory changes in the future. Any such changes could directly and adversely impact our financial results
and results of operations. For more information, see “ — Enhanced trade tariffs, import restrictions, export restrictions -Chinese
regulations-or other trade barriers may materially harm our business. ”” Other risks could include: ¢ interruptions to operations in
China as a result of potential disease outbreaks or rinelding-anyfurther-COVID—19-related-outbreaks,andnatural catastrophic
events, which have in the past and can result in the future in business closures, transportation restrictions, import and export
complications and cause shortages in the supply of raw materials or disruptions in manufacturing; ¢ product supply disruptions
and increased costs as a result of heightened exposure to changes in the policies of the Chinese government, political unrest or
unstable economic conditions in China; and ¢ the nationalization or other expropriation of private enterprises or intellectual
property by the Chinese government. Difficulties in this relationship may require us to take actions adverse to our business to
comply with governmental restrictions on business and trade with China. We face significant risks associated with doing
business with Taiwanese suppliers and manufacturers due to the tense relationship between Taiwan and mainland China.
Substantially all of our consumable chips are partly manufactured by a company based in Taiwan. Our supply of consumables
chips and other critical components may be materially and adversely affected by diplomatic, geopolitical, military and other
developments affecting the relationship between China and Taiwan. Recent military exercises in the Taiwan Strait have
contributed to geopolitical uncertainty regarding the future of the relationship between China and Taiwan. Current or future
diplomatic, geopolitical, military or other tensions between China and Taiwan , including trade disputes, may lead to
circumstances that negatively affect the availability of such consumable chips and other critical components to us, which could
limit or prohibit our ability to manufacture consumable chips and other critical components or lead to an increase in our supply
costs if we cannot find a similar cost alternative supplier, which could materially and adversely impact our business, operations,
prospects, financial condition and results, and results of operations. Our operating results fluctuate from quarter to quarter and
year over year, Wthh makes our future result% dlfﬁeult to predlct and could negatlvely 1mpaet the market prlce of our common

ﬂuefuaﬁens&&emeqaefafmg—feﬁ&ts%%—beﬁe%—fhaﬁhiﬁeasonahty due to several fesu-l-ts—ffeﬁa—a—ntuﬁbeﬁef—factorq including

the procurement and budgeting cycles of many of our customers, e%peelally government funded customers, Wthh often
coincide W1th government ﬁ%cal year end% - SOV ;

contrlbuted and in the future may contrlbute to %ubqtantlal fluctuations in our quarterly operating result% Our operatlng results
during any given period can also be impacted by numerous other factors, including the following: * market acceptance for our
products; ¢ our ability to attract new customers; ¢ the length of our sales cycles, as discussed above; ¢ our ability to achieve
economies of scale and other manufacturing efficiencies at the rate we anticipate; Fiscal 2024 Form 10- K31 ° publications of
studies by us, our competitors or third parties; ¢ the timing and success of new product introductions by us or our competitors or
other changes in the competitive dynamics of our industry, such as consolidation; ¢ the amount and timing of our costs and
expenses; ® changes in our pricing policies or those of our competitors; ¢ general economic, industry and market conditions; * the
impact of catastrophic events, including health epidemics or pandemics and military or other armed conflicts; ¢ the regulatory
environment in which we operate; * expenses associated with warranty obligations or unforeseen product quality issues; ¢ the
hiring, training, and retention of key employees, including our ability to grow our sales organization; ¢ litigation or other claims
against us for intellectual property infringement or otherwise; * our ability to obtain additional financing as necessary; and ¢
changes or trends in new technologies and industry standards. Consequently, it is possible that in some quarters our operating
results will fall below the expectations of securities analysts or investors. If that happens, the market price of our common stock
would likely decrease. These fluctuations, among other factors, also mean that our operating results in any particular period may
not be relied upon as an indication of future performance. Additionally, any bankruptcy of a customer or other party with
whom we do business, or the failure of any such party to make payments when due, or any breach or default by any such
party, or the loss of any significant partnerships, could impact our revenue recognition or result in material losses to us,
which may have a material adverse impact on our business. Seasonal or cyclical variations in our sales have in the past, and
may in the future, become more or less pronounced over time, and have in the past materially affected, and may in the future
materially affect, our business, financial condition, results of operations, and prospects. Our ability to use net operating losses
and certain other tax attrlbutes to offset future taxable i income may be subject to substantial limitations ;and-ehanges-to-b—S-
0 d 0 . Under Seettor-Sections 382 and 383 of the Internal
Revenue Code a Corporatlon that undergoes an * owner%hlp change is subject to limitations on its ability to utilize its pre-
change net operating losses (“ NOLs ") and other pre- change tax attributes, such as research and development credits, to
offset future-its post- change taxable income or tax liability. An “ ownership change > is generally defined as a greater than
50 % change (by value) in a corporation’ s equity ownership by “ S percent shareholders ” over a rolling three- year
period . We believe that we have had one or more ownership changes, and as a result our existing NOLs are currently subject to
limitation. Future changes in our stock ownership could result in additional ownership changes, including potentially material
changes, under SeetterrSections 382 and 383 . Consequently-Further, California has enacted legislation that limits the use
of state NOLs for tax years beginning on or after January 1, 2024 and before January 1, 2027. As a result of this
legislation or other unforeseen reasons , we may not be able to utilize some or all of our NOLs even if we attain profitability.




Changes in tax law and differences in interpretation of tax laws and regulations could adversely impact our business and
financial condition. We operate in multiple jurisdictions and are subject to tax laws and regulations of the U. S. federal,
state and local and non- U. S. governments. Tax laws, regulations and administrative practices in these jurisdictions may
be subject to significant changes, with or without advance notice. Changes in tax laws, regulations or rulings, changes in
interpretations of existing laws and regulations or changes in accounting principles could negatively and materially affect
our financial position, cash flows, and results of operations. Fiscal 2024 Form 10- K32 Our facilities in California are
located near earthquake faults, and the occurrence of an earthquake or other catastrophic disaster could cause damage to our
facilities and equipment, which could require us to cease or curtail operations. Our facilities in California are located near
earthquake fault zones and are vulnerable to damage from earthquakes. We are also vulnerable to damage from other types of
disasters, including fire, floods, power loss, communications failures and similar events. If any disaster were to occur, our ability
to operate our business at our facilities would be seriously, or potentially completely, impaired. In addition, the nature of our
activities could cause significant delays in our research programs and commercial activities and make it difficult for us to
recover from a disaster. The insurance we maintain may not be adequate to cover our losses resulting from disasters or other
business interruptions. Accordingly, an earthquake or other disaster could materially and adversely harm our ability to conduct
business. Risks Related to Our Intellectual Property Failure to secure patent or other intellectual property protection for our
products and improvements to our products may reduce our ability to maintain any technological or competitive advantage over
our current and potential competitors. Our ability to protect and enforce our intellectual property rights is uncertain and depends
on complex legal and factual questions. Our ability to establish or maintain a technological or competitive advantage over our
competitors may be diminished because of these uncertainties. For example: « we or our licensors might not have been the first
to make the inventions covered by each of our pending patent applications or issued patents; * we or our licensors might not
have been the first to file patent applications for these inventions; ¢ it is possible that neither our pending patent applications nor
the pending patent applications of our licensors will result in issued patents; * the scope of the patent protection we or our
licensors obtain may not be sufficiently broad to prevent others from practicing our technologies, developing competing
products, designing around our patented technologies or independently developing similar or alternative technologies;  our and
our licensors’ patent applications or patents have been, are and may in the future be, subject to interference, opposition or similar
administrative proceedings, which could result in those patent applications failing to issue as patents, those patents being held
invalid or the scope of those patents being substantially reduced;  our enforcement of patents and proprietary rights in other
countries may be problematic or unpredictable; * we may not be able to prevent third parties from practicing our inventions in
all countries outside the United States, or from selling or importing products made using our inventions in and into the United
States or other jurisdictions; * we or our partners may not adequately protect our trade secrets; * we may not develop additional
proprietary technologies that are patentable; or « the patents of others may limit our freedom to operate and prevent us from
commercializing our technology in accordance with our plans. The occurrence of any of these events could impair our ability to
operate without infringing upon the proprietary rights of others or prevent us from establishing or maintaining a competitive
advantage over our competitors. Fiscal 2024 Form 10- K33 Variability in intellectual property laws may adversely affect our
intellectual property position. Intellectual property laws, and patent laws and regulations in particular, have been subject to
significant variability either through administrative or legislative changes to such laws or regulations or changes or differences in
judicial interpretation, and it is expected that such variability will continue to occur. Additionally, intellectual property laws and
regulations differ by country. Variations in the patent laws and regulations or in interpretations of patent laws and regulations in
the United States and other countries may diminish the value of our intellectual property and may change the impact of third-
party intellectual property on us. Accordingly, we cannot predict the scope of the patents that may be granted to us with
certainty, the extent to which we will be able to enforce our patents against third parties or the extent to which third parties may
be able to enforce their patents against us. Some of the intellectual property that is important to our business is owned by other
companies or institutions and licensed to us, and changes to the rights we have licensed may adversely impact our business. We
license from third parties some of the intellectual property that is important to our business. If the third parties who license
intellectual property to us fail to maintain the intellectual property that we have licensed, or lose rights to that intellectual
property, the rights we have licensed may be reduced or eliminated, which would eliminate barriers against our competition.
Termination of these licenses or reduction or elimination of our licensed rights may result in our having to negotiate new or
reinstated licenses with less favorable terms, or could subject us to claims of intellectual property infringement or contract
breach in litigation or other administrative proceedings that could result in damage awards against us and injunctions that could
prohibit us from selling our products. In addition, some of our licenses from third parties limit the field in which we can use the
licensed technology. Therefore, irerder-for us to use such licensed technology in potential future applications that are outside
the licensed field of use, we may be required to negotiate new licenses with our licensors or expand our rights under our existing
licenses. We cannot be certain that we will be able to obtain such licenses or expanded rights on reasonable terms or at all. In the
event a dispute with our licensors were to occur, our licensors may seek to renegotiate the terms of our licenses, increase the
royalty rates that we pay to obtain and maintain those licenses, limit the field or scope of the licenses, or terminate the license
agreements. In addition, we have limited rights to participate in the prosecution and enforcement of the patents and patent
applications that we have licensed. If we fail to meet our obligations under these licenses, or if we have a dispute regarding the
terms of the licenses, these third parties could terminate the licenses, which could subject us to claims of intellectual property
infringement. As a result, we cannot be certain that these patents and applications will be prosecuted and enforced in a manner
consistent with the best interests of our business. Further, because of the rapid pace of technological change in our industry, we
may need to rely on key technologies developed or licensed by third parties, and we may not be able to obtain licenses and
technologies from these third parties at all or on reasonable terms. The occurrence of these events may have a material adverse
effect on our business, financial condition or results of operations. Fiscal 2024 Form 10- K34 The measures that we use to



protect the security of and enforce our intellectual property and other proprietary rights may not be adequate, which could result
in the loss of legal protection for, and thereby diminish the value of, such intellectual property and other rights. In addition to
patents, we also rely upon trademarks, trade secrets, copyrights, and unfair competition laws, as well as license agreements and
other contractual provisions, to protect our intellectual property and other proprietary rights. Despite these measures, any of our
intellectual property rights could be challenged, invalidated, circumvented, or misappropriated. In addition, we attempt to protect
our intellectual property and proprietary information by requiring our employees and consultants to enter into confidentiality and
assignment of inventions agreements, and by entering into confidentiality agreements with our third- party development,
manufacturing, sales, and distribution partners, who may also acquire, develop and / or commercialize alternative or competing
products or provide services to our competitors. For example, Roche had certain access to our trade secrets and other proprietary
information pursuant to an agreement we had entered into with Roche, subject to the confidentiality provisions thereof (certain
of which provisions survive the termination of the agreement); however, Roche is developing potentially competing sequencing
products. There can be no assurance that our measures have provided or will provide adequate protection for our intellectual
property and proprietary information. These agreements may be breached, and we may not have adequate remedies for any such
breach. In addition, our trade secrets and other proprietary information may be disclosed to others, or others may gain access to
or disclose our trade secrets and other proprietary information. Enforcing a claim that a third party illegally obtained and is
using our trade secrets is expensive and time consuming, and the outcome is unpredictable. Additionally, others may
independently develop proprietary information and techniques that are substantially equivalent to ours. The occurrence of these
events may have a material adverse effect on our business, financial condition, or results of operations. Our intellectual property
may be subject to challenges in the United States or foreign jurisdictions that could adversely affect our intellectual property
position. Our pending, issued and granted U. S. and foreign patents and patent applications have been, are and may in the future
be, subject to challenges by ONT Ltd., Oxford Nanopore Technologies, Inc. (" ONT Inc. ") and Metrichor, Ltd. (* Metrichor ™
and, together with ONT Ltd. and ONT Inc., “ ONT ”) in addition to other parties asserting prior invention by others or invalidity
on various grounds, through proceedings, such as interferences, reexaminations, or opposition proceedings. Addressing these
challenges to our intellectual property has been, and any future challenges can be, costly and distract management’ s attention
and resources. For example, we previously incurred significant legal expenses to litigate and settle a complaint seeking review
of a patent interference decision of the U. S. Patent and Trademark Office. Additionally, ONT previously requested that the U.
S. Patent and Trademark Office institute inter partes reviews of certain patents that we have asserted against ONT Inc. and ONT
Ltd. in litigation proceedings for patent infringement. While none of the inter partes reviews requested by ONT were instituted
by the U. S. Patent and Trademark Office, challenges of this nature before the Patent Trial and Appeal Board (“ PTAB ”) in the
future could result in determinations that our patents or pending patent applications are unpatentable to us, or are invalidated or
unenforceable in whole or in part and could require us to expend significant time, funds, and other resources in litigating such
challenges. Accordingly, adverse rulings in such proceedings could negatively impact the scope of our intellectual property
protection for our products and technology and could materially and adversely affect our business. Similar mechanisms for
challenging the validity and enforceability of a patent exist in foreign patent offices and courts and may result in the revocation,
cancellation, or amendment of any foreign patents we hold now or in the future. The outcome following legal assertions of
invalidity and unenforceability is unpredictable, and prior art could render our patents invalid. If a defendant were to prevail on a
legal assertion of invalidity and / or unenforceability, we would lose at least part, and perhaps all, of the patent protection on
such products. Such a loss of patent protection would have a material adverse impact on our business. Fiscal 2024 Form 10-
K35 Some of our technology is subject to “ march- in ” rights by the U. S. government. Some of our patented technology was
developed with U. S. federal government funding. When new technologies are developed with U. S. government funding, the
government obtains certain rights in any resulting patents, including a nonexclusive license authorizing the government to use
the invention for non- commercial purposes. These rights may permit the government to disclose our confidential information to
third parties and to exercise “ march- in ” rights to use or allow third parties to use our patented technology. The government can
exercise its march- in rights if it determines that such action is necessary to (i) achieve practical application of the U. S.
government- funded technology, (ii) alleviate health or safety needs, (iii) meet requirements of federal regulations, or (iv) give
preference to U. S. industry. In addition, U. S. government- funded inventions must be reported to the government and such
government funding must be disclosed in any resulting patent applications. Furthermore, our rights in such inventions are
subject to government license rights and foreign manufacturing restrictions. The U. S. government has generally denied requests
to exercise its march- in rights, even to provide access to potentially life- saving medications; however, if the U. S. government
were to exercise its march- in rights to our patent technologies funded by the U. S. government, particularly for the benefit of
one of more of our competitors, that may have a material adverse effect on our business. We are involved in legal proceedings to
enforce our intellectual property rights. Our intellectual property rights involve complex factual, scientific, and legal questions.
We operate in an industry characterized by significant intellectual property litigation. 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. For example, we were previously involved in legal proceedings with ONT and Harvard
University in several United States and European jurisdictions. We have in the past received adverse rulings against us with
respect to our complaint with the United States International Trade Commission for one of these proceedings. Legal actions to
enforce our patent rights have been, and will continue to be, expensive, and may divert significant management time and
resources. Adverse parties from previous legal actions have brought, and they and others may in the future bring, claims against
us and / or our intellectual property. Litigation is a significant ongoing expense, recognized in sales, general and administrative
expense, with an uncertain outcome, and has been, and may in the future be, a material expense for us. Our enforcement actions
may not be successful, have given rise to legal claims against us and could result in some of our intellectual property rights
being determined to be invalid or not enforceable. Furthermore, an adverse determination or judgement could lead to an award



of damages against us, or the issuance of an injunction against us or our products that could prevent us from selling any products
found to be infringing the intellectual property rights of another party. Fiscal 2024 Form 10- K36 We have been, are currently,
and could in the future be, subject to legal proceedings with third parties who may claim that our products infringe or
misappropriate their intellectual property rights. Our products are based on complex, rapidly developing technologies. We may
not be aware of issued or previously filed patent applications that belong to third parties that mature into issued patents that
cover some aspect of our products or their use. In addition, because patent litigation is complex and the outcome inherently
uncertain, our belief that our products do not infringe third- party patents of which we are aware or that such third- party patents
are invalid and unenforceable may be determined to be incorrect. As a result, third parties have claimed, and may in the future
claim, that we infringe their patent rights and have filed, and may in the future file lawsuits or engage in other proceedings
against us to enforce their patent rights. For example, we are involved in legal proceedings for alleged patent infringement and
related matters in the United States with Personal Genomics of Taiwan, Inc. (“ PGI ), Take2 Technologies, Ltd., and the
Chinese University of Hong Kong. In addition, ONT Ltd. and Harvard University have, in the past, filed claims against us in the
High Court of England and Wales and the District Court of Mannheim, Germany for patent infringement, and PGI has filed
claims against us in the U. S. District Court for the District of Delaware and in the Wuhan People” s Court in China. We are
aware of other issued patents and patent applications owned by third parties that could be construed to read on our products, and
related maintenance and support services. Although we do not believe that our products or services infringe any valid issued
patents, the third- party owners of these patents and applications may in the future claim that we infringe their patent rights and
file lawsuits against us. In addition, as we enter new markets, our competitors and other third parties may claim that our products
infringe their intellectual property rights as part of a business strategy to impede our successful entry into those markets.
Furthermore, parties making claims against us may be able to obtain injunctive or other relief, which effectively could block our
ability to further develop or commercialize products or services and could result in the award of substantial damages against us.
Patent litigation between competitors in our industry is common. Additionally, we have certain obligations to many of our
customers and suppliers to indemnify and defend them against claims by third parties that our products or their use infringe any
intellectual property of these third parties. In defending ourselves against any of these claims, we have in the past incurred, and
could in the future incur, to defend ourselves or our customers, substantial costs, and the attention of our management and
technical personnel could be diverted. For example, we previously incurred significant legal expenses to litigate and settle a
complaint alleging patent infringement. Even if we have an agreement that indemnifies us against such costs, the indemnifying
party may be unable to uphold its contractual obligations. 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, which could negatively
affect our gross margins. We may not be able to obtain these licenses on commercially reasonable terms, or at all. We may be
unable to modify our products so that they do not infringe the intellectual property rights of third parties. In some situations, the
results of litigation or settlement of claims may require us to cease allegedly infringing activities which could prevent us from
selling some or all of our products. The occurrence of these events may have a material adverse effect on our business, financial
condition, or results of operations. In addition, in the course of our business, we may from time to time have access or be alleged
to have access to confidential or proprietary information of others, which, though not patented, may be protected as trade secrets.
Others could bring claims against us asserting that we improperly used their confidential or proprietary information, or that we
misappropriated their technologies and incorporated those technologies into our products. A determination that we illegally used
the confidential or proprietary information or misappropriated technologies of others in our products could result in us paying
substantial damage awards or being prevented from further developing or selling some or all of our products, which could
materially and adversely affect our business. We have not yet registered some of our trademarks in all of our potential markets,
and failure to secure those registrations could adversely affect our business. Some of our trademark applications may not be
allowed for registration, and our registered trademarks may not be maintained or enforced. In addition, in the U. S. Patent and
Trademark Office and in comparable agencies in many foreign jurisdictions, third parties are given an opportunity to oppose
pending trademark applications and to seek to cancel registered trademarks. Opposition or cancellation proceedings may be filed
against our trademarks, and our trademarks may not survive such proceedings. Fiscal 2024 Form 10- K37 Our use of “ open
source ” software could adversely affect our ability to sell our products and subject us to possible litigation. A portion of the
products or technologies developed and / or distributed by us incorporate “ open source ” software, and we may incorporate
open source software into other products or technologies in the future. Some open source software licenses require that we
disclose the source code for any modifications to such open source software that we make and distribute to one or more third
parties, and that we license the source code for such modifications to third parties, including our competitors, at no cost. We
monitor the use of open source software in our products to avoid uses in a manner that would require us to disclose or grant
licenses under our source code that we wish to maintain as proprietary; however, there can be no assurance that such efforts have
been or will be successful. In some circumstances, distribution of our software that includes or is linked with open source
software could require that we disclose and license some or all of our proprietary source code in that software, which could
include permitting the use of such software and source code at no cost to the user. Open source license terms are often
ambiguous and there is little legal precedent governing the interpretation of these licenses. Successful claims made by the
licensors of open source software that we have violated the terms of these licenses could result in unanticipated obligations,
including being subject to significant damages, being enjoined from distributing products that incorporate open source software
and being required to make available our proprietary source code pursuant to an open source license, which could substantially
help our competitors develop products that are similar to or better than ours or otherwise materially and adversely affect our
business. Risks Related to Regulation We are, and may become, subject to governmental regulations that may impose burdens
on our operations, and the markets for our products may be narrowed. We are subject, both directly and indirectly, to the
adverse impact of government regulation of our operations and markets. For example, export of our instruments may be subject



to strict regulatory control in a number of jurisdictions, and we could experience disruption in our supply chain as a result of
certain geopolitical events and conflicts and any related political or economic responses and counter- responses or otherwise by
various global actors. FeHewingRussta-On January 15, 2025, the United States Department of Commerce ’ s irvastott
Bureau of Ukraine-inFebruary2622-the-United-States-Industry and Security (“ BIS ”) issued and-- an Interim Final Rule
(“IFR ”) implementing targeted export controls on certain analytical instruments that are highly suitable for generating
large, detailed biological datasets based upon the potential to exploit these techniques for asymmetric military
advantage. While the Company’ s products would not be included under the current IFR, future BIS or other
government regulations could potentially apply to our products and / or negatively impact our ability to export those
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on the ability to %end certain products and technology related to %emrconductor% semiconductor manufacturmg, and
supercomputing to China withett-continue to increase in both product an-and expertlieense-country scope and may impact
our ability to provide products to customers or distributors worldwide #-China-. We have expanded and are continuing to
expand the international jurisdictions into which we supply products, which increases the risks surrounding governmental
regulations relating to our business. The need to or failure to satisfy export control criteria or to obtain necessary clearances
could delay or prevent shipment of products, which could materially and adversely affect our revenue and profitability.
Moreover, the life sciences industry, which is expected to continue to be one of the primary markets for our technology, has
historically been heavily regulated. There are, for example, laws in several jurisdictions restricting research in genetic
engineering, which may narrow our markets. Given the evolving nature of this industry, legislative bodies or regulatory
authorities may adopt additional regulations that may adversely affect our market opportunities. Additionally, if ethical and
other concerns surrounding the use of genetic information, diagnostics or therapies become widespread, there may be less
demand for our products. Our business is also directly affected by a wide variety of government regulations applicable to
business enterprises generally and to companies operating in the life science industry in particular. Failure to comply with
government regulations or obtain or maintain necessary permits and licenses could result in a variety of fines or other censures
or an interruption in our business operations which may have a negative impact on our ability to generate revenue and the cost
of operating our business. In addition, changes to laws and government regulations could cause a material adverse effect on our
business as we will need to adapt our business to comply with such changes. For example, a governmental prohibition on the use
of human in vitro diagnostics or other regulations that negatively impact the research and development activities of our
customers would adversely impact our commercialization of products on which we have expended significant research and
development resources, which would in turn have a material adverse impact on our business and prospects. Fiscal 2024 Form
10- K38 Our products could become subject to government regulation as medical devices by the U. S. Food and Drug
Administration or other domestic and international regulatory agencies even if we do not elect to seek regulatory clearance or
approval to market our products for diagnostic purposes, which could increase our costs and impede or delay our
commercialization efforts, thereby materially and adversely affecting our business and results of operations. Our products are
currently labeled and promoted as research use only (“ RUO ”) products ;-and are not currently designed, or intended to be used,
for clinical diagnostic tests or as medical devices. However, in the future, certain of our products or related applications, such as
those that may be developed for clinical uses, could be subject to regulation by the H-S—Feeod-andDrag-Administration~FDA
2 or the FDA’ s regulatory jurisdiction could be expanded to include our products. Also, even if our products are labeled,
promoted, and intended as RUO, the FDA or comparable agencies of other countries could disagree with our conclusion that our
products are intended for research use only or deem our sales, marketing and promotional efforts as being inconsistent with the
FDA’ s guidance on RUO products. For example, our customers may independently elect to use our RUO labeled products in
their own laberatery-developed-tests LD Ts 2-for clinical diagnostic use, which could subject our products to government
regulatron and the regulatory clearance or approval and marntenance proce%% for %uch products may be uncertain, expensrve

; G —In partlcular the event that we fail to obtarn
medical deVlce manufacturers Additionally , in 2013 the FDA issued Final Guidance “ Distribution of In Vitro Diagnostic
Products Labeled for Research Use Only. ” The gurdance emphasizes that the FDA will review the totality of the circumstances
when it comes to evaluating whether equipment and testing components are properly labeled as RUO. The final guidance states
that merely including a labeling statement that the product is for research purposes only will not necessarily render the device
exempt from the FDA’ s clearance, approval, and other regulatory requirements if the circumstances surrounding the
distribution, marketing and promotional practices indicate that the manufacturer knows its products are, or intends for its
products to be, used for clinical diagnostic purposes. These circumstances may include written or verbal sales and marketing
claims or links to articles regarding a product’ s performance in clinical applications and a manufacturer’ s provision of technical
support for clinical applications. Regulatory requirements related to marketing, selling, and distribution of RUO products
could change or be uncertain, even if clinical uses of our RUO products by our customers were done without our
consent. If the FDA or other regulatory authorities assert that any of our RUO products are subject to regulatory
clearance or approval, our business, financial condition, or results of operations could be adversely affected. [n August
2020-the event that we fail to obtain and maintain necessary regulatory clearances or approvals for products that we



develop for clinical uses . or if clearances or approvals for future products and indications are delayed or not issued, our
commercial operations may be materially harmed. Furthermore, even if we are granted regulatory clearances or
approvals, the-they may include significant limitations on B : d
reseission-of guidanee-and-other—- the informatissuanees-ofindicated uses for the product whlch may limit the market for
the product. We do not have experience in obtaining DA approvals regardingpre—marketreviewof EDT-absentnotiee-
and —eommentrilemaking;-stating-no assurance can be given that we will be able to obtain or to maintain such approvals.
Furthermore , absentnotiee—any approvals that we may obtain can be revoked if safety or efficacy problems develop.
The FDA has historically exercised enforcement discretion in not enforcing the medical device regulations against
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Off medlcal de\ ices ea-l-}ed—rn—vrt-re-under the FDCA 1ncludlng
when the manufacturer of the dlagnostlc product is a laboratory. The American elinieal-Clinical tests-Laboratory
Association and a private laboratory have initiated litigation against the agency to challenge the implementation of this
final rule. We will continue to evaluate the impact of this final rule , >this litigation, as well as any future lawsuits
brought against the FDA, and future legislative and administration actions on er-our F+E¥s-business. Further , and-the
U. S. Supreme Court recently overruled the Chevron doctrine, which gave deference to regulatory agencies’ statutory
interpretations in litigation against federal government agencies, such as the FDA, where the law is ambiguous. This
landmark Supreme Court decision may invite various stakeholders to bring lawsuits against alt-sueh-produets-within-the
seope-FDA to challenge longstanding decisions of the FDA, which could undermine the FDA’ s authority and lead to
uncertainties in eversight—To-date-Congress-hasnotpassed-thc VAEDB-industry.We cannot predict the full impact of this
decision on our business or that of our customers.Fiscal 2024 Form 10- K39 Future legislative or administrative actions
can impact the sales of our products and how customers use our ploducts and may reqmre us to change our business model in
order to maintain comphdnce with t-hese—apphcable laws We-ea d

current Iegulatmy framework 1nclud1ng the 1mposmon of addltlonal or new regulatlons —mel-udtﬂg—regbﬂat—teﬂ—e-ﬁeﬂr—preduets

,could arise at any time during the development or marketing of our products,which may negatively affect our ability to obtain
or maintain FDA or comparable regulatory approval of our products,if required.Further,sales of devices for diagnostic purposes
may subject us to additional healthcare regulation and enforcement by the applicable government agencies.Such laws
include,without limitation,state and federal anti- kickback or anti- referral laws,healthcare fraud and abuse laws,false claims

laws,privacy and security laws, Physician Payments Sunshme Act ybutmayrevisitthe-VAEID-Aetorsimilarpolieyridersand

and other laws FBA-programmatiereforms-in-the-futare—tr
: - and the-definition-of'Hn-vitro-dtagnestie-produets—nFbBA
reeulatlons apphcable to medlcal dev1ce tne-}ude—}aber&teﬂes—t-hat—manufaeture-manufacturers sueh—preduets—and—te—phase—etrt

FDA determmes our products or reldted apphcdtlons should be subject to addltlonal reeulatlon as in vitro diagnostic devices
based upon customers’ use of our products for clinical diagnostic or therapeutic decision- making purposes, our ability to market
and sell our products could be impeded and our business, prospects, results of operations and financial condition may be
adversely affected. In addition, the FDA could consider our products to be misbranded or adulterated under the FDCA Federat
Food; Drugand-Cosmetie-Aet-and subject to recall and / or other enforcement action. To the extent we elect to label and
promote any of our products as medical devices, we would be required to obtain prior approval or clearance by the FDA or
comparable foreign regulatory authority, which could take significant time and expense and could fail to result in a marketing
authorization for the intended uses we believe are commercially attractive. Obtaining marketing authorization in one jurisdiction
does not mean that we will be successful in obtaining marketing authorization in other jurisdictions where we conduct business.
If we elect to label and market our products for use as, or in the performance of, clinical diagnostics in the United States, thereby
subjecting them to FDA regulation as medical devices, we would be required to obtain pre- market 510 (k) clearance or pre-
market approval from the FDA, unless an exception applies. It is possible, in the event we elect to submit 510 (k) applications
for certain of our products, that the FDA would take the position that a more burdensome pre- market application, such as a
PMA or a de novo application is required for some of our products. If such applications were required, greater time and
investment would be required to obtain FDA approval. Even if the FDA agreed that a 510 (k) was appropriate, FDA clearance
can be expensive and time consuming. It generally takes a significant amount of time to prepare a 510 (k), including conducting
appropriate testing on our products, and several months to years for the FDA to review a submission. Notwithstanding the effort
and expense, FDA clearance or approval could be denied for some or all of our products for which we choose to market as a
medical device or a clinical diagnostic device. Even if we were to seek and obtain regulatory approval or clearance, it may not
be for the intended uses we request or that we believe are important or commercially attractive. There can be no assurance that
future products for which we may seek pre- market clearance or approval will be approved or cleared by FDA or a comparable
foreign regulatory authority on a timely basis, if at all, nor can there be assurance that labeling claims will be consistent with our
anticipated claims or adequate to support continued adoption of such products. Compliance with FDA or comparable foreign



regulatory authority regulations will require substantial costs, and subject us to heightened scrutiny by regulators and substantial
penalties for failure to comply with such requirements or the inability to market our products. The lengthy and unpredictable
pre- market clearance or approval process, as well as the unpredictability of the results of any required clinical studies, may
result in our failing to obtain regulatory clearance or approval to market such products, which would significantly harm our
business, results of operations, reputation, and prospects. If we sought and received regulatory clearance or approval for certain
of our products, we would be subject to ongoing FDA obligations and continued regulatory oversight and review, including the
general controls listed above and the FDA’ s QSRs for our development and manufacturing operations. In addition, we would be
required to obtain a new 510 (k) clearance before we could introduce subsequent material modifications or improvements to
such products. We could also be subject to additional FDA post- marketing obligations for such products, any or all of which
would increase our costs and divert resources away from other projects. If we sought and received regulatory clearance or
approval and are not able to maintain regulatory compliance with applicable laws, we could be prohibited from marketing our
products for use as, or in the performance of, clinical diagnostics and / or could be subject to enforcement actions, including
warning letters and adverse publicity, fines, injunctions, and civil penalties; recall or seizure of products; operating restrictions;
and criminal prosecution. Fiscal 2024 Form 10- K40 Further, if we decide to seek regulatory clearance or approval for certain
of our products in countries outside of the United States or if a foreign regulatory authority determines that our products are
regulated as medical devices, we would be subject to extensive medical device laws and regulations outside of the United States.
Sales of such products outside the United States will likely be subject to foreign regulatory requirements, which can vary greatly
from country to country. As a result, the time required to obtain clearances or approvals outside the United States may differ
from that required to obtain FDA clearance or approval and we may not be able to obtain foreign regulatory approvals on a
timely basis or at all. In Europe, we would need to comply with the Medrcal Devrce Regulatron 2017 /745 and In Vitro
Dragnostrc Regulatron 2017 /746, whrch could make obtalnmg b ve-May W

v 7 v d o regulatory approvals in
Europe more challenglng-m—t-he—f&mfe— In addrtron the FDA regulate% exports of medical dev1ce% The number and scope of
these requirements are increasing. Unlike many of the other companies offering nucleic acid sequencing equipment or
consumables, this is an area where we do not have expertise. We, or our other third- party sales and distribution partners, may
not be able to obtain regulatory approvals in such countries or may incur significant costs in obtaining or maintaining our foreign
regulatory approvals. In addition, the export by us of certain of our products, which have not yet been cleared for domestic
commercial distribution, may be subject to FDA or other export restrictions. Failure to comply with these regulatory
requirements or obtain and maintain required approvals, clearances and certifications could impair our ability to commercialize
our products for diagnostic use outside of the United States. Any action brought against us for violations of these laws or
regulations, even if successfully defended, could cause us to incur significant legal expenses and divert our management’ s
attention from the operation of our business. Enhanced trade tariffs, import restrictions, export restrictions, Chinese-regalations;
or other trade barriers may materially harm our business. We are continuing to expand our international operations as part of our
growth strategy and have experienced an increasing concentration of sales in certain regions outside the United States, especially
the Asia- Pacific region, as discussed above. There is currently significant uncertainty about the future relationship between the
United States and various other countries, most significantly China, with respect to trade policies, treaties, government
regulations and tariffs. Starting in September 2018, the U. S. Trade Representative (the “ USTR ) enacted various tariffs of
ranging from 7. 5 % to 7 40-%;+5%;and-25 % on the import of Chinese products, including non- U. S. components and
materials that may be used in our products . Since that time, USTR has enacted further tariff increases on certain Chinese
products, in some instances raising the additional tariffs on these projects to up to 100 %. In February 2025, the U. S.
government also enacted an additional 10 % ad valorem tariff on almost all imports of Chinese- origin goods, and in
March 2025, this tariff was further escalated to 20 % ad valorem . Additionally, China also has imposed tariffs on imports
into China from the United States. These tariffs have and could continue to raise our costs. Furthermore, tariffs, trade
restrictions, or trade barriers that have been, and may in the future be, placed on products such as ours by foreign governments,
especially China, have raised, and could further raise, amounts paid for some or all of our products, which may result in the loss
of customers and our business, and our financial condition and results of operations may be harmed. In February 2025, the
Trump Administration also announced new 25 % tariffs on imports from Canada and Mexico, which were temporarily
suspended subject to further negotiations, and partially implemented with respect to goods not eligible for duty- free
import under the U. S.- Mexico- Canada Agreement as of March 2025. U. S. tariffs of 25 % have also been implemented
on a wider array of imported steel and aluminum items as of March 2025. Additional tariffs on a wider range of
countries may be forthcoming. Further tariffs may be imposed that could cover imports of additional components and
materials used in our products , including for example semiconductor chips . or our business may be adversely impacted by
retaliatory trade measures taken by China , Canada, the EU, or other countries, including restricted access to components or
materials used in our products or increased amounts that must be paid for our products, which could materially harm our
business, financial condition, and results of operations. We may be unable to make changes in our supply chain quickly
enough to avoid the impact of new or potential tariffs. Uncertainty regarding the scope and amount of potential
additional tariffs may also result in disruptions in our supply chain, particularly if such changes in applicable or
potential tariffs makes current or planned production unprofitable. Fiscal 2024 Form 10- K41 Additionally, the U. S.
government has continued to increase controls imposed eentrets-in 2022 restricting the ability to send certain products and
technology related to semiconductors, semiconductor manufacturing, and supercomputing te-China-without-. In 2023 an-and
2024, the U. S. government expanded the list of advanced integrated circuits subject to heightened cxport Heense—Fhese
controls , including alse-apply—to-certain hardware containing these specified integrated circuits , expanded the list of
destinations requiring export authorization for such items, and added new restrictions based on the headquarters



location of the parties involved. As of May 2025, regulations would further expand the controls to impose a worldwide
licensing requirement . In many cases, these licenses are subject to a policy of denial and will not be issued. #-is-posstble-that
additionalrestriettons-wil-beputinplaee—These existing and future controls may impact our ability to export certain products to
customers or distributors in China or other locations and restrict our ability to use certain integrated circuits in our products. The
U. S. government also continues to add additional entities in China and other countries to restricted party lists impacting the
ability of U. S. companies to provide items to these entities. Moreover, in November 2018, the U. S. Commerce Department’ s
Bureau of Industry and Security (“ BIS ”) released an advance notice of proposed rulemaking to control the export of emerging
technologles This notice included “ [ b ] iotechnology, including nanobiology; synthetic biology; genomic and genetic
engineering; or neurotech ” as possible areas of increased export controls. The-Biden-Administration-Since 2018, the U. S.
government has continued to provide updated lists of emerging technologies subject to national security consents. These lists
continue to include biotechnologies including ““ [ g ] enome and protein engineering including design tools ” and “[ b ]
iomanufacturing and bioprocessing technologies. ”” Therefore, it is possible that our ability to export our products to customers
or distributors may be further restricted in the future. #For example, on January 15, 2025, BIS issued an IFR implementing
targeted export controls on certain analytical instruments that are highly suitable for generating large, detailed
biological datasets based upon the potential to exploit these techniques for asymmetric military advantage. While the
Company’ s products would not be included under the current IFR, future BIS or other government regulations could
potentially apply to our products and / or negatively impact our ability to export those products to certain countries and
markets. The Chinese government has introduced retaliatory measures in response to existing or future U. S. export
controls, tariffs and other trade restrictions and it is possible that the Chinese or U. S. governmentgovernments will
implement additional retattate-retaliatory irresponse-to-existing-measures which could impact er-our business fatare-- S-
For example, in December 2024, China announced a new export control regime that includes stringent cxport controls e
trade-restrietions-on exports of germanium and gallium, and in ways-that-eotld-impact-our-business-February 2025
implemented additional export controls regulating the export of resources including tungsten, tellurium, bismuth,
indium, and molybdenum . It also is possible that additional restrictions will be put in place that could impact our ability to
provide our products to customers or distributors in China or source components from China. The continued threats of tariffs,
trade restrictions and trade barriers could have a generally disruptive impact on the global economy and, therefore, negatively
impact our sales. Given the relatively fluid regulatory environment in China and the United States and uncertainty how the U. S.
or foreign governments will act with respect to export controls, tariffs, international trade agreements and policies, there could
be additional tax or other regulatory changes in the future. Any such changes could directly and adversely impact our financial
results and results of operations. Our international business could expose us to business, regulatory, political, operational,
financial, and economic risks associated with doing business outside of the United States. Engaging in international business
inherently involves a number of difficulties and risks, including: ¢ required compliance with existing and changing foreign
regulatory requirements and laws that are or may be applicable to our business in the future, such as the European Union’ s
General Data Protection Regulation (“ GDPR 7) , the UK General Data Protection Regulation and other data privacy
requirements, labor and employment regulations, anti- competition regulations, the U. K. Bribery Act of 2010 and other anti-
corruption laws, regulations relating to the use of certain hazardous substances or chemicals in commercial products, and require
the collection, reuse, and recycling of waste from products we manufacture; * required compliance with U. S. laws such as the
Foreign Corrupt Practices Act, and other U. S. federal laws and trade and economic sanctions and other regulations established
by the Office of Foreign Asset Control; « export requirements and import or trade restrictions; ¢ laws and business practices
favoring local companies; © restrictions on both inbound and outbound cross- border investment; Fiscal 2024 Form 10- K42 -
foreign currency exchange, longer payment cycles and difficulties in enforcing agreements and collecting receivables through
certain foreign legal systems; ¢ changes in social, economic, and political conditions or in laws, regulations and policies
governing foreign trade, manufacturing, research and development, and investment both domestically as well as in the other
countries and JurlSdlCthl’lS in which we operate and into Wthh we may sell our products including as a result of the-separation

g and-ongoing geopolitical tensions related to the political
uncertainty and mlhtary actions associated Wlth the war in Ukraine, resulting sanctions imposed by the U. S. and other
countries, and retaliatory actions taken by Russia in response to such sanctions; ¢ potentially adverse tax consequences, tariffs,
customs charges, bureaucratic requirements, and other trade barriers; ¢ difficulties and costs of staffing and managing foreign
operations; and ¢ difficulties protecting, maintaining, enforcing, or procuring intellectual property rights and defending against
intellectual property claims under the law and judicial systems of other countries. If one or more of these risks occurs, it could
require us to dedicate significant resources to remedy such occurrence, and if we are unsuccessful in finding a solution, our
financial results will suffer. Our operations involve the use of hazardous materials, and we must comply with environmental,
health and safety laws, which can be expensive and may adversely affect our business, operating results and financial condition.
Our research and development and manufacturing activities involve the use of hazardous materials, including chemicals and
biological materials, and some of our products include hazardous materials. Accordingly, we are subject to federal, state, local
and foreign laws, regulations, and permits relating to environmental, health and safety matters, including, among others, those
governing the use, storage, handling, exposure to and disposal of hazardous materials and wastes, the health and safety of our
employees, and the shipment, labeling, collection, recycling, treatment, and disposal of products containing hazardous materials.
Liability under environmental laws and regulations can be joint and several and without regard to fault or negligence. For
example, under certain circumstances and under certain environmental laws, we could be held liable for costs relating to
contamination at our or our predecessors’ past or present facilities and at third- party waste disposal sites. We could also be held
liable for damages arising out of human exposure to hazardous materials. There can be no assurance that violations of
environmental, health and safety laws will not occur as a result of human error, accident, equipment failure or other causes. The




failure to comply with past, present or future laws could result in the imposition of substantial fines and penalties, remediation
costs, property damage and personal injury claims, investigations, the suspension of production or product sales, loss of permits
or a cessation of operations. Any of these events could harm our business, operating results, and financial condition. We also
expect that our operations will be affected by new environmental, health and safety laws and regulations on an ongoing basis, or
more stringent enforcement of existing laws and regulations. New laws or changes to existing laws may result in additional costs
and may increase penalties associated with violations or require us to change the content of our products or how we manufacture
them, which could have a material adverse effect on our business, operating results, and financial condition. Ethical, legal,
privacy, data protection and social concerns or governmental restrictions surrounding the use of genetic information could
reduce demand for our technology. Our products may be used to provide genetic information about humans, agricultural crops
and other living organisms. The information obtained from our products could be used in a variety of applications which may
have underlying ethical, legal, privacy, data protection and social concerns, including the genetic engineering or modification of
agricultural products or testing for genetic predisposition for certain medical conditions. Governmental authorities could, for
safety, social or other purposes, call for limits on or regulation of the use of genetic testing, and may consider or adopt such
regulations or other restrictions. Such concerns or governmental restrictions could limit the use of our products or be costly and
burdensome to comply with, and actual or perceived violations of any such restrictions may lead to the imposition of substantial
fines and penalties, remediation costs, claims and litigation, regulatory investigations and proceedings, and other liability, any of
which could have a material adverse effect on our business, financial condition, and results of operations. Fiscal 2024 Form 10-
K43 Regulations related to conflict minerals has caused us to incur, and will continue to cause us to incur, additional expenses
and could limit the supply and increase the costs of certain materials used in the manufacture of our products We are subject to
requirements under the Dodd- Frank Wall Street Reform and Consumer Protection Act of 2010 that require us to conduct
diligence and report on whether or not our products contain conflict minerals. Fhe-tmplementationrofthese-These requirements
could adversely affect the sourcing, availability and pricing of the materials used in the manufacture of components used in our
products. Furthermore, the complex nature of our products requires components and materials that may be available only from a
limited number of sources and, in some cases, from only a single source. We have incurred, and will continue to incur,
additional costs to comply with the disclosure requirements, including costs related to conducting diligence procedures to
determine the sources of conflict minerals that may be used or necessary to the production of our products and, if applicable,
potential changes to components, processes, or sources of supply as a consequence of such verification activities. We may face
reputational harm if we determine that certain of our products contain minerals that are not determined to be conflict free or if
we are unable to alter our processes or sources of supply to avoid using such materials. In such circumstances, the reputational
harm could materially and adversely affect our business, financial condition, or results of operations. Risks Related to Owning
Our Common Stock The price of our common stock has been, is, and may continue to be, highly volatile, and you may be
unable to sell your shares at or above the price you paid to acquire them. The market price of our common stock is highly
volatile, and we expect it to continue to be volatile for the foreseeable future in response to many risk factors listed in this
section, and others beyond our control, including:  actual or anticipated fluctuations in our financial condition and operating
results; * announcements of new products, technological innovations or strategic partnerships by us or our competitors; ¢
announcements by us, our customers, partners, or suppliers relating directly or indirectly to our products, services or
technologies; * overall conditions in our industry and market; * addition or loss of significant customers; ¢ changes in laws or
regulations applicable to our products; * actual or anticipated changes in our growth rate relative to our competitors;
announcements by us or our competitors of significant acquisitions, strategic partnerships, joint ventures, capital commitments or
achievement of significant milestones; ¢ additions or departures of key personnel; « competition from existing products or new
products that may emerge; * issuance of new or updated research or reports by securities analysts; ¢ fluctuations in the valuation
of companies perceived by investors to be comparable to us; ¢ disputes or other developments related to proprietary rights,
including patents, litigation matters or our ability to obtain intellectual property protection for our technologies; * announcement
or expectation of additional financing efforts; ¢ sales of our common stock by us or our stockholders; ¢ stock price and volume
fluctuations attributable to inconsistent trading volume levels of our shares; ¢ reports, guidance and ratings issued by securities or
industry analysts; ¢ operating results below the expectations of securities analysts or investors; and Fiscal 2024 Form 10- K44 -
general economic and market conditions, which could be impacted by various events including health epidemics or pandemics,
interest rate fluctuations, increases in fuel prices, foreign currency fluctuations, changing international tariffs-trade policies ,
acts of terrorism, hostilities or the perception that hostilities may be imminent, military conflict and acts of war, including
further political uncertainty and military actions associated with the war in Ukraine and the related response, including sanctions
or other restrictive actions, by the United States and / or other countries. If any of the forgoing occurs, it would cause our stock
price or trading volume to decline. Stock markets in general and the market for companies in our industry in particular have
experienced price and volume fluctuations ; these fluctuations have been , swhieh-were-and may continue to be, cxacerbated
by t-he—G@%H—B-—l—%&aﬂdemte—&nd-current macroeconomic trends and geopolitical events sand-have-affected-and-eontinteto

y ; . These fluctuations often have been unrelated or
drsproportlonate to the 0perat1ng performance of those companres These broad market and industry fluctuations, as well as
general economic, political and market conditions such as recessions, interest rate changes or international currency fluctuations,
may negatively impact the market price of our common stock. You may not realize any return on your investment in us and may
lose some or all of your investment. In the past, companies that have experienced volatility in the market price of their stock
have been subject to securities class action litigation. We have been a party to this type of litigation in the past and may be the
target of this type of litigation again in the future. Securities litigation against us could result in substantial costs and divert our
management’ s attention from other business concerns, which could seriously harm our business. Sales of substantial amounts of
our common stock in the public markets, or the perception that such sales might occur, could reduce the market price that our




common stock might otherwise attain and may dilute your voting power and your ownership interest in us. Sales of a substantial
number of shares of our common stock in the public market, or the perception that such sales could occur, could adversely affect
the market price of our common stock and may make it more difficult for existing stockholders to sell their common stock at a
time and price that they deem appropriate and may dilute their voting power and ownership interest in us. In addition, if our
stockholders sell, or indicate an intent to sell, a large number of shares of our common stock in the public market, it could cause
our stock price to fall, particularly if such sales occur over a short period of time (for example, following delivery of shares upon
achievement of milestones in our acquisition agreements). We may also issue shares of common stock or securities convertible
into our common stock in connection with a financing, acquisition, our equity incentive plans, or otherwise. Any such issuances
would result in dilution to our existing stockholders and the market price of our common stock may be adversely affected.
Concentration of ownership by our principal stockholders may result in control by such stockholders of the composition of our
board of directors. Our existing principal stockholders, holders of Notes, executive officers, directors, and their affiliates
beneficially own , or following conversion of the Notes could own, a significant number of our outstanding shares of common
stock. In addition, such parties may acquire additional control by purchasing stock that we issue in connection with our future
fundraising efforts. These parties may now and in the future be able to exercise a significant level of control over all matters
requiring stockholder approval, including the election of directors. This control could have the effect of delaying or preventing a
change of control of our company or changes in management and will make the approval of certain transactions difficult or
impossible without the support of these stockholders. Anti- takeover provisions in our charter documents and under Delaware
law could make an acquisition of us, which may be beneficial to our stockholders, more difficult and may prevent attempts by
our stockholders to replace or remove our current management and limit the market price of our common stock. Provisions in
our amended and restated certificate of incorporation and amended and restated bylaws may have the effect of delaying or
preventing a change of control or changes in our management. Our amended and restated certificate of incorporation and
amended and restated bylaws include provisions that: ¢ authorize our board of directors to issue, without further action by the
stockholders, up to 50, 000, 000 shares of undesignated preferred stock and up to approximately 1, 000, 000, 000 shares of
authorized but unissued shares of common stock; ¢ require that any action to be taken by our stockholders be effected at a duly
called annual or special meeting and not by written consent; Fiscal 2024 Form 10- K45 - specify that special meetings of our
stockholders can be called only by our board of directors, the Chair of the Board, the Chief Executive Officer or the President; ®
establish advance notice procedures for stockholder approvals to be brought before an annual meeting of our stockholders,
including proposed nominations of persons for election to our board of directors; ¢ establish that our board of directors is divided
into three classes, Class I, Class Il and Class I11, with each class serving staggered terms (until our board of directors is fully
declassified beginning with the 2027 annual meeting of stockholders) ; « provide that our directors may be removed only for
cause; and ¢ provide that vacancies on our board of directors may be filled only by a majority of directors then in office, even
though less than a quorum. These provisions may frustrate or prevent any attempts by our stockholders to replace or remove our
current management by making it more difficult for stockholders to replace members of our board of directors, which is
responsible for appointing the members of our management. In addition, because we are incorporated in Delaware, we are
governed by the provisions of Section 203 of the Delaware General Corporation Law, which limits the ability of stockholders
owning in excess of 15 % of our outstanding voting stock to merge or combine with us. Our amended and restated bylaws
designate a state or federal court located within the State of Delaware as the exclusive forum for certain stockholder litigation
matters, and also provide that the federal district courts will be the exclusive forum for resolving any complaint asserting a
cause of action arising under the Securities Act of+933;-as-amended-, cach of which could limit our stockholders’ ability to
choose the judicial forum for disputes with us or our directors, officers, stockholders, or employees. Our amended and restated
bylaws provide that unless we consent in writing to the selection of an alternative forum, the Court of Chancery of the State of
Delaware (or, if the Court of Chancery does not have jurisdiction, another State court in Delaware or the federal district court for
the District of Delaware) will, to the fullest extent permitted by law, be the sole and exclusive forum for: (i) any derivative
action or proceeding brought on our behalf ; (ii) any action asserting a claim of breach of a fiduciary duty owed by any of our
current or former directors, stockholders, officers, or other employees to us or our stockholders ; (iii) any action arising pursuant
to any provision of the Delaware General Corporation Law; (iv) any action to interpret, apply, enforce or determine the validity
of our amended and restated certificate of incorporation or our amended and restated bylaws ; or (v) any action asserting a claim
governed by the internal affairs doctrine, except as to each of (i) through (v) above, for any claim as to which such court
determines that there is an indispensable party not subject to the jurisdiction of such court. Section 22 of the Securities Act
creates concurrent jurisdiction for federal and state courts over all such Securities Act actions. Accordingly, both state and
federal courts have jurisdiction to entertain such claims. To prevent having to litigate claims in multiple jurisdictions and the
threat of inconsistent or contrary rulings by different courts, among other considerations, our amended and restated bylaws also
provide that, unless we consent in writing to the selection of an alternative forum, the federal district courts of the United States
of America will be the exclusive forum for resolving any complaint asserting a cause of action arising under the Securities Act
including, without limitation and for the avoidance of doubt, any auditor, underwriter, expert, control person or other defendant.
Fiscal 2024 Form 10- K46 Any person or entity purchasing, holding or otherwise acquiring any interest in any of our securities
shall be deemed to have notice of and consented to the foregoing bylaw provisions. Although we believe these exclusive forum
provisions benefit us by providing increased consistency in the application of Delaware law and federal securities laws in the
types of lawsuits to which each applies, the exclusive forum provisions may limit a stockholder’ s ability to bring a claim in a
judicial forum of its choosing for disputes with us or any of our directors, stockholders, officers or other employees, which may
discourage lawsuits with respect to such claims against us and our current and former directors, stockholders, officers or other
employees. In addition, a stockholder that is unable to bring a claim in the judicial forum of its choosing may be required to
incur additional costs in the pursuit of actions which are subject to the exclusive forum provisions described above. Our



stockholders will not be deemed to have waived our compliance with the federal securities laws and the rules and regulations
thereunder as a result of our exclusive forum provisions. Further, in the event a court finds either exclusive forum provision
contained in our bylaws to be unenforceable or inapplicable in an action, we may incur additional costs associated with
resolving such action in other jurisdictions, which could harm our results of operations. Our large number of authorized but
unissued shares of common stock may potentially dilute existing stockholders’ stockholdings. We have a significant number of
authorized but unissued shares of common stock. Our board of directors may issue shares of common stock from this authorized
but unissued pool from time to time without stockholder approval, resulting in the dilution of our existing stockholders. We do
not intend to pay dividends for the foreseeable future. We have never declared or paid any dividends on our common stock and
do not intend to pay any dividends in the foreseeable future. We anticipate that we will retain all of our future earnings for use in
the operation of our business and for general corporate purposes. Any determination to pay dividends in the future will be at the
discretion of our board of directors. Accordingly, investors must rely on sales of their common stock after price appreciation,
which may never occur, as the only way to realize any future gains on their investments. Risks Related to Our Notes We may
not have the ability to raise the funds necessary to settle conversions of the Notes in cash or to repurchase the Notes upon a
fundamental change, and our future debt may contain limitations on our ability to pay cash upon conversion or repurchase of the
Notes. As of December 31, 2823-2024 , we had outstanding approximately $ 459-200 . 0 million aggregate principal amount of
our 2828-2029 Notes and $ 441. 0 million aggregate principal amount of our 2030 Notes. The 2028-2029 Notes will mature on
February-August 15, 2628-2029 , subject to earlier conversion, redemption or repurchase, including upon a fundamental change.
The 2030 Notes will mature on December 15, 2030, subject to earlier conversion, redemption or repurchase, including upon a
fundamental change. The 2029 Notes and the 2030 Netes-and2628-Notes are collectively referred to as the Notes. Holders of
the-each series of Notes will have the right to require us to repurchase all or a portion of their Notes upon the occurrence of a
fundamental change before the maturity date at a repurchase price equal to 100 % of the principal amount of the Notes of the
applicable series to be repurchased, plus unpaid interest to, but excluding, the applicable maturity date. In addition, upon
conversion of the Notes of a series , unless we elect to deliver solely shares of our common stock to settle such conversion
(other than paying cash in lieu of delivering any fractional share), we will be required to settle a portion or all of our conversion
obligation in cash in respect of the Notes being converted. Moreover, we will be required to repay the Notes of the applicable
series in cash at their- the applicable maturity unless earlier converted, redeemed, or repurchased. However, we may not have
enough available cash or be able to obtain financing at the time we are required to make repurchases of Notes surrendered
therefor or pay cash with respect to Notes being converted or at their maturity. Fiscal 2024 Form 10- K47 In addition, our
ability to repurchase the Notes or to pay cash upon conversions of Notes or at thei—-- the applicable maturity may be limited by
law, regulatory authority or agreements governing our future indebtedness. Our failure to repurchase Notes of a series at a time
when the repurchase is required by the applicable indenture or to pay cash upon conversions efsuch Notes or at thei—- the
applicable maturity as required by the applicable indenture would constitute a default under the-such indenture. A default under
the-either indenture or the occurrence of a fundamental change under either indenture itself could also lead to a default under
agreements governing our future indebtedness. Moreover, the occurrence of a fundamental change under the-either indenture
could constitute an event of default under any such agreement. If the payment of the related indebtedness were to be accelerated
after any applicable notice or grace periods, we may not have sufficient funds to repay the indebtedness or to pay cash amounts
due upon conversion, upon required repurchase or at maturity of the applicable series of Notes. The Side Letter to our 2029
Notes imposes operating restrictions on us. On November 21, 2024, in connection with the issuance of the 2029 Notes, the
Company and SB Northstar LP (“ SBN ) entered into a letter agreement (the “ Letter Agreement ) pursuant to which
the Company and SBN agreed that, for so long as SBN and its affiliates hold at least $ 180 million aggregate principal
amount of the 2029 Notes, the Company and its subsidiaries are subject to certain negative covenants that restrict the
Company’ s and its subsidiaries’ ability to incur additional indebtedness and create liens, in each case, subject to the
exceptions set forth in the Letter Agreement, including exceptions which permit the Company to incur up to $ 75 million
in aggregate principal amount of secured indebtedness pursuant to Credit Facilities (as defined in the Letter Agreement).
Additionally, the Letter Agreement restricts the ability of the Company and its subsidiaries from guaranteeing any
indebtedness or incurring certain indebtedness outside of the ordinary course of business unless, in each case, the
Company and its subsidiaries concurrently provide a guarantee of the Company’ s obligations under the 2029 Notes.
These covenants may adversely affect our ability to finance our operations, meet or otherwise address our capital needs,
pursue business opportunities or react to market conditions, or otherwise restrict our activities or business plans. A
breach of any of the covenants under the Letter Agreement could result in an event of default under the 2029 Notes. As
of December 31, 2024, we were in compliance with all covenants under the Letter Agreement. However, if an event of
default occurs, SBN could accelerate our obligations under the 2029 Notes. Any such acceleration could result in an event
of default under our other indebtedness, including the 2030 Notes. [f the Notes are converted, it may adversely affect our
financial condition and operating results. Holders of the-either series of Notes are entitled to convert their respective series of
Notes at any time at their option. If one or more holders elect to convert their—- the Notes of the applicable series . unless we
elect to satisfy our conversion obligation by delivering solely shares of our common stock (other than paying cash in lieu of
delivering any fractional share), we would be required to settle a portion or all of our conversion obligation in cash, which could
adversely affect our liquidity. In addition, issuances of shares of common stock upon conversion of our Notes could depress the
market price of our common stock and impair our ability to raise capital through the sale of additional equity securities. The
existence of the Notes may encourage short selling by market participants because the conversion of the Notes could depress the
price of our common stock. Fiscal 2024 Form 10- K48 General Risk Factors Unfavorable global economic or political
conditions could adversely affect our business, financial condition or results of operations. General conditions in the global

economy and in the global financial markets could adversely affect our results of operations, neluding-the-potential-effeets-from



v ; akes-6 abever-and the overall demand for nucleic acid sequencing
products may be particularly vulnerable to unfavorable economic conditions. A global financial crisis, inflation or a global or
regional political disruption, as well as acts of terrorism, hostilities, military conflict and acts of war, including any further
escalation of the conflict politiealuneertainty-and-military-aettons-in the Middle East asseetated-with-thedsrael-and-Hamas
eonfliet-and the war in Ukraine, as well as the related responses, could cause extreme volatility in the capital and credit markets.
A severe or prolonged economic downturn or political disruption could result in a variety of risks to our business, including
weakened demand for our products and our ability to raise additional capital when needed on acceptable terms, if at all. A weak
or declining economy or political disruption could also strain our manufacturers or suppliers, possibly resulting in supply
disruption, or cause our customers to delay making payments for our product and services. An impairment in value of our
tangible or intangible assets could also be recorded as a result of weaker economic conditions. Any of the foregoing could harm
our business and we cannot anticipate all of the ways in which the political or economic climate and financial market conditions
could adversely impact our business . For more information on impairment considerations, see “ — The
commercialization and sales of our current or future products may be unsuccessful or less successful than anticipated.
While we plan to continue pursuing new products and expand into adjacent markets, we have limited experience in
managing and selling multiple products and, as a result, may face challenges selling in new markets and fail to
successfully carry out these initiatives, which may adversely impact our business, financial condition or results of
operation. ” above . Delivery of our products could be delayed or disrupted by factors beyond our control, and we could lose
customers as a result. We rely on third- party carriers for the timely delivery of our products. As a result, we are subject to
carrier disruptions and increased costs that are beyond our control. Any failure to deliver products to our customers in a safe and
timely manner may damage our reputation and brand and could cause us to lose customers. If our relationship with any of these
third- party carriers is terminated or impaired or if any of these carriers are unable to deliver our products, the delivery of our
products by our customers may be delayed, which could harm our business and financial results. The failure to deliver our
products in a safe and timely manner may harm our relationship with our customers, increase our costs and otherwise disrupt our
operations. Doing business internationally creates operational and financial risks for our business. We currently conduct
operations in various countries and jurisdictions, and continue to expand to new international jurisdictions as part of our growth
strategy and have experienced an increasing concentration of sales in certain regions outside the U. S. We sell directly and
through distribution partners throughout Europe, the Asia- Pacific region, Mexico, Brazil, and South Africa and have a
significant portion of our sales and customer support personnel in Europe and the Asia- Pacific region. As a result, we or our
distribution partners may be subject to additional regulations and increased diversion of management time and efforts.
Conducting and launching operations on an international scale requires close coordination of activities across multiple
jurisdictions and time zones and consumes significant management resources. If we fail to coordinate and manage these
activities effectively, our business, financial condition or results of operations could be materially and adversely affected and
failure to comply with laws and regulations applicable to business operations in foreign jurisdictions may also subject us to
signiﬁcant habihties and other penalties. International operations entail a variety of other risks, including, without limitation: =
ptia avel-as-a andemtess— challenges in staffing and managing
foreign operations; * potentially longer sales cycles and more time required to engage and educate customers on the benefits of
our platform outside of the United States; ¢ the potential need for localized software and documentation; * reduced protection
for intellectual property rights in some countries and practical difficulties of enforcing intellectual property and contract rights
abroad; ¢ defending against intellectual property claims in other countries; Fiscal 2024 Form 10- K49 - restrictions on both
inbound and outbound cross- border investment, including enhanced oversight by the Committee on Foreign Investment in the
United States (“ CFIUS ) and substantial restrictions on investment from China; ¢ U. S. and foreign government trade
restrictions, including those which may impose restrictions on the importation, exportation, re- exportation, sale, shipment or
other transfer of programming, technology, components, and / or services to foreign persons; ¢ changes in diplomatic and trade
relationships, including new tariffs, trade protection measures, import or export licensing requirements, trade embargoes,
sanctions, and other trade barriers; tariffs 1mposed by the U. S. on goods from other countries and tariffs 1mposed by other
countries on U. S. goods whlch f : y A v

faﬂ-ffs—t-h&t—may be 1mposed on products such as ours, the scope and duration of which, if nnplernented remains uncertain;
deterioration of political relations among, between , and within the U. S. and-, Russia, China, Japan, Korea , Mexico , Canada,
the United Kingdom (“ U. K. ), and the European Union (" E. U. ") , which could have a material adverse effect on our sales
and operations in these countries; * changes in social, political, and economic conditions or in laws, regulations and policies
governing foreign trade, manufacturing, development, and investment both domestically as well as in the other countries and
JurlSdlCthHS into which we sell our products Fineluding-as-aresultof the-withdrawalof the- b-IK—fromthe E—U—; * difficulties
in obtaining export licenses or in overcoming other trade barriers and restrictions resulting in delivery delays; * fluctuations in
currency exchange rates and the related effect on our results of operations;  increased financial accounting and reporting
burdens and complexities ; » potential limits to travel as a result of epidemics or pandemics ;  disruptions to global trade due
to disease outbreaks or conflicts; * potential increases on tariffs or restrictions on trade generally; and ¢ signiﬁcant taxes or other
burdens of complying with a variety of foreign laws and regulations, including laws and regulations relating to privacy and data
protection such as the E. U. General Data Protection Regulation whieh-tookeffeetinthe E-b—n2648-. In conducting our
international operations, we are subject to U. S. laws relating to our international activities, such as the Foreign Corrupt
Practices Act of 1977, as well as foreign laws relating to our activities in other countries, such as the United Kingdom Bribery
Act 0f 2010. Additionally, the inclusion of one of our foreign customers on any applicable U. S. Government sanctioned
persons list, including but not limited to the U. S. Department of Commerce’ s List of Denied Persons and the U. S. Department



of Treasury’ s List of Specially Designated Nationals and Blocked Persons List, could be material to our earnings. Failure to
comply with these laws may subject us to claims or financial and / or other penalties in the United States and / or foreign
countries that could materially and adversely impact our operations or financial condition. These risks have become increasingly
prevalent as we have expanded our sales into countries that are generally recognized as having a higher risk of corruption. We
face risks related to the current global economic environment, which could delay or prevent our customers from purchasing our
products, which could in turn harm our business, financial condition, and results of operations. The state of the global economy
continues to be uncertain. The current global economic conditions and uncertain credit markets and concerns regarding the
availability of credit pose a risk that could impact customer demand for our products, as well as our ability to manage normal
commercial relationships with our customers, suppliers, and creditors, including financial institutions. If the current global
economic environment deteriorates, our business could be negatively affected. Fiscal 2024 Form 10- K50 Moreover, changes in
the value of the relevant currencies may affect the cost of certain items required in our operations. Changes in currency
exchange rates may also affect the relative prices at which we are able to sell products in the same market. Our revenue from
international customers may be negatively impacted as increases in the U. S. dollar relative to our international customers’ local
currencies could make our products more expensive, impacting our ability to compete or as a result of financial or other
instability in such locations which could result in decreased sales of our products. Our costs of materials from international
suppliers may also increase as the value of the U. S. dollar decreases relative to their local currency. Foreign policies and actions
regarding currency valuation could result in actions by the United States and other countries to offset the effects of such
fluctuations. Such actions may materially and adversely impact our financial condition and results of operations. Violations of
complex foreign and U. S. laws and regulations could result in fines and penalties, criminal sanctions against us, our officers, or
our employees, prohibitions on the conduct of our business and on our ability to offer our products and services in one or more
countries, and could also materially affect our brand, our international growth efforts, our ability to attract and retain employees,
our business, and our operating results. Even if we implement policies or procedures designed to ensure compliance with these
laws and regulations, there can be no assurance that our distribution partners, our employees, contractors, or agents will not
violate our policies and subject us to potential claims or penalties. If we fail to maintain proper and effective internal controls,
our ability to produce accurate financial statements on a timely basis could be impaired, which would adversely affect our
business and our stock price. Ensuring that we have adequate internal financial and accounting controls and procedures in place
to produce accurate financial statements on a timely basis is a costly and time- consuming effort that needs to be evaluated
frequently. We may in the future discover areas of our internal financial and accounting controls and procedures that need
improvement. Operating as a public company requires sufficient resources within the accounting and finance functions in order
to produce timely financial information, ensure the level of segregation of duties, and maintain adequate internal control over
financial reporting customary for a U. S. public company. Our management is responsible for establishing and maintaining
adequate internal control over financial reporting to provide reasonable assurance regarding the reliability of our financial
reporting and the preparation of financial statements for external purposes in accordance with U. S. GAAP. Our management
does not expect that our internal control over financial reporting will prevent or detect all errors and all fraud. A control system,
no matter how well designed and operated, can provide only reasonable, not absolute, assurance that the control system’ s
objectives will be met. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute
assurance that misstatements due to error or fraud will not occur or that all control issues and instances of fraud, if any, within
our company will have been detected. Pursuant to Section 404 of the Sarbanes- Oxley Act, we perform periodic evaluations of
our internal control over financial reporting. While we have in the past performed this evaluation and concluded that our internal
control over financial reporting was operating effectively, there can be no assurance that in the future material weaknesses or
significant deficiencies will not exist or otherwise be discovered. In addition, if we are unable to produce accurate financial
statements on a timely basis, investors could lose confidence in the reliability of our financial statements, which could cause the
market price of our common stock to decline and make it more difficult for us to finance our operations and growth. Our
business could be negatively impacted by changes in the United States political environment. Our products depend on the
availability of genetic data and its utilization in clinical research by academic and governmental research institutions,
commercial testing and service laboratories, genome centers, public health labs, hospitals and clinical research institutes,
CROs, pharmaceutical companies, and agricultural companies. As a result, changes in the regulatory environment
affecting such institutions could adversely affect our business or results of operations. For example, reduced allocations
to government agencies that fund research and development activities, such as the recent announcements regarding NIH
funding involving a cap on the institute’ s indirect funding rates, or targeted cancellations by the U. S. federal
government of certain grants or contracts may significantly impact the markets in which we compete. Fiscal 2024 Form
10- K51 There is significant ongoing uncertainty with respect to potentlal leglslatron regulatron and government pohcy at the
federal level, as well as the state and local levels —A#y ot G
markets-in-whieh-we-eempete-. Specific legislative and regulatory proposals dlscussed durlng election campaigns and more
recently that might materially impact us include, but are not limited to, changes to spending priorities and potential reductions in
research funding. Uncertainty about U. S. government funding has posed, and may continue to pose, a risk as customers may
choose to postpone or reduce spending in response to actual or anticipated restraints on funding. To the extent changes in the
political environment have a negative impact on us or on our markets, our business, results of operation and financial condition
could be materially and adversely impacted in the future. Disruption of critical information technology systems or material
breaches in the security of our systems could harm our business, customer relations and financial condition. Information
technology (“ IT ) helps us to operate efficiently, interface with customers, maintain financial accuracy and efficiently and
accurately produce our financial statements. IT systems are used extensively in virtually all aspects of our business, including in
our products, sales forecast, order fulfillment and billing, customer service, logistics, and management of data from running




samples on our products. Our success depends, in part, on the continued and uninterrupted performance of our IT systems. Our
IT systems, including those used in our products, may be vulnerable to damage from a variety of sources, including
telecommunications or network failures, power loss, natural disasters, human acts, computer viruses, ransomware, computer
denial- of- service attacks, unauthorized access to customer or employee data or company trade secrets, and other attempts to
harm our systems. Furthermore, there may be a heightened risk of potential cybersecurity incidents and security breaches to
which we could be vulnerable by state- sponsored or affiliated actors or others in connection with the-political uncertainty and
conflict military-aetions-in the Middle East asseetated-with-thedsraeland-Hamas-eenfhet-and the war in Ukraine. Certain of our
systems are not redundant, and our disaster recovery planning is not sufficient for every eventuality. Despite any precautions we
may take, such problems could result in, among other consequences, disruption of our operations, which could harm our
reputation and financial results. Some of our IT infrastructure still utilizes outdated legacy systems, software and
hardware, some of which may be approaching end- of- life or end of support, and that may be particularly susceptible to
cybersecurity breaches, errors and operational failures. Upgrading, replacing and enhancing such infrastructure may be
expensive and put the continuity of our operations at risk while a failure to do so may make us more susceptible to the
risks discussed above. If we do not allocate and effectively manage the resources necessary to build and sustain the proper IT
infrastructure, including those used in our products, we could be subject to transaction errors, processing inefficiencies, loss of
customers, business disruptions or loss of or damage to intellectual property. If our data management systems do not effectively
collect, store, process and report relevant data for the operation of our business, whether due to equipment malfunction or
constraints, software deficiencies or human error, our ability to effectively plan, forecast and execute our business plan and
comply with applicable laws and regulations will be impaired, perhaps materially. Any such impairment could materially and
adversely affect our reputation, financial condition, results of operations, cash flows and the timeliness with which we report our
internal and external operating results. Fiscal 2024 Form 10- K52 Security breaches and other disruptions could compromise
our information and expose us to liability, which would cause our business and reputation to suffer. In the ordinary course of our
business, we collect and store sensitive data, including intellectual property, our proprietary business information and that of our
customers, suppliers and business partners, and personal information of our customers and employees, in our data centers and on
our networks. The secure processing, maintenance and transmission of this information is critical to our operations. Despite our
security measures, our IT infrastructure may be vulnerable to attacks by hackers, computer viruses, malicious codes,
ransomware, unauthorized access attempts, and cyber- or phishing- attacks, or breached or otherwise disrupted due to employee
error, malfeasance, faulty password management or other disruptions. Third parties may attempt to fraudulently induce
employees or other persons into disclosing usernames, passwords or other sensitive information, which may in turn be used to
access our IT systems, commit identity theft or carry out other unauthorized or illegal activities. Any such breach or incident
could compromise our systems and networks and the information stored or otherwise processed there could be accessed,
publicly disclosed, lost, stolen or otherwise processed in an unauthorized manner. We engage third- party vendors and service
providers to store and otherwise process some of our data, including sensitive and personal information. Our vendors and service
providers may also be the targets of the risks described above, including cyber- attacks, malicious software, ransomware,
phishing schemes, and fraud. Our ability to monitor our vendors and service providers’ data security is limited, and, in any
event, third parties may be able to circumvent those security measures, resulting in the unauthorized access to, misuse,
disclosure, loss or destruction of our data, including sensitive and personal information, and disruption of our or our third- party
service providers’ systems. We and our third- party service providers may face difficulties in identifying, or promptly
responding to, potential security breaches and other instances of unauthorized access to, or disclosure, other processing, or loss
or unavailability of, information. Any hacking or other attack on our or our third- party service providers’ or vendors’ systems,
and any unauthorized access to, or disclosure, other processing, or loss or unavailability of, information suffered by us or our
third- party service providers or vendors, or the perception that any of these have occurred, could result in legal claims or
proceedings, loss of intellectual property, liability under laws that protect the privacy of personal information, negative
publicity, disruption of our operations and damage to our reputation, and data integrity issues, which could divert our
management’ s attention from the operation of our business and materially and adversely affect our business, revenues and
competitive position. Moreover, we may need to increase our efforts to train our personnel to detect and defend against cyber- or
phishing- attacks, which are becoming more sophisticated and frequent, and we may need to implement additional protective
measures to reduce the risk of potential security breaches and security incidents, which could cause us to incur significant
additional expenses. Retaliatory acts by Russia in response to Western sanctions or otherwise in connection with the war in
Ukraine could include cyber- attacks that could disrupt the economy generally or that may either directly or indirectly impact
our operations specifically. In addition, our insurance may be insufficient to cover our losses resulting from cyber- attacks,
breaches, or other interruptions, and any incidents may result in loss of, or increased costs of, such insurance. The successful
assertion of one or more large claims against us that exceed available insurance coverage, the occurrence of changes in our
insurance policies, including premium increases or the imposition of large deductible or co- insurance requirements, or denials
of coverage, could have a material adverse effect on our business, including our financial condition, results of operations and
reputation. Fiscal 2024 Form 10- KS3 Our use of artificial intelligence and machine learning technologies may result in
reputational harm or liability. We have incorporated and may continue to incorporate additional artificial intelligence and
machine learning, or AIML, technologies into our sequencing platforms, marketing programs, and analysis software ;-ineluding
Revio-and-otherwise-withirour-bustress-, and these solutions and features are advantageous to describing, enhancing, and
maximizing the capabilities of our differentiated technologies and to our future growth over time. We rely and expect to rely on
AIML technologies such as basecalling, variant calling, epigenetic analysis and tertiary analysis, but there can be no assurance
that we will realize the desired or anticipated benefits from AIML or any at all. We may also fail to properly implement or
utilize AIML technologies. Our competitors or other third parties may incorporate AIML into their products, platforms, software



and services or otherwise within their business more quickly or more successfully than us, which could impair our ability to
compete effectively and adversely affect our results of operations. Additionally, our use of AIML technologies may expose us to
additional claims, demands and proceedings by private parties and regulatory authorities and subject us to legal liability as well
as brand and reputational harm. For example, if output from AIML technologies or that they assist in producing are or are
alleged to be deficient, inaccurate, or biased, or for such output, or such technologies or their development or deployment,
including the collection, use, or other processing of data used to train or create such AIML technologies, to alleged to infringe
upon or to have misappropriated third- party intellectual property rights or to violate applicable laws, regulations, or other actual
or asserted legal obligations to which we are or may become subject, then our business, financial condition, and results of
operations may be adversely affected. The legal, regulatory, and policy environments around AIML are evolving rapidly, and
we may become subject to new and evolving legal and other obligations. These and other developments may require us to make
significant changes to our use of AIML, including by limiting or restricting our use of AIML, and may require us to make
significant changes to our policies and practices, which may necessitate expenditure of significant time, expense, and other
resources 5. AIML also presents emerging ethical issues, and if our use of AIML becomes controversial, we may experience
brand or reputational harm. We are currently subject to, and may in the future become subject to additional, U. S. federal and
state laws and regulations imposing obligations on how we collect, store and process personal information. Our actual or
perceived failure to comply with such obligations could harm our business. Ensuring compliance with such laws could also
impair our efforts to maintain and expand our future customer base, and thereby decrease our revenue. In the ordinary course of
our business, we currently, and in the future will, collect, store, transfer, use or process sensitive data, including personal
information of employees, and intellectual property and proprietary business information owned or controlled by ourselves and
other parties. The secure processing, storage, maintenance, and transmission of this critical information are vital to our
operations and business strategy. We are, and may increasingly become, subject to various laws and regulations, as well as
contractual obligations, relating to data privacy and security in the jurisdictions in which we operate. The regulatory
environment related to data privacy and security is increasingly rigorous, with new and constantly changing requirements
applicable to our business, and enforcement practices are likely to remain uncertain for the foreseeable future. These laws and
regulations may be interpreted and applied differently over time and from jurisdiction to jurisdiction, and it is possible that they
will be interpreted and applied in ways that may have a material adverse effect on our business, financial condition, results of
operations and prospects. Fiscal 2024 Form 10- K54 In the United States, various federal and state regulators, including
governmental agencies like the Consumer Financial Protection Bureau and the Federal Trade Commission, have adopted, or are
considering adopting, laws and regulations concerning personal information and data security. Certain state laws may be more
stringent or broader in scope, or offer greater individual rights, with respect to personal information than federal, international or
other state laws, and such laws may differ from each other, all of which may complicate compliance efforts. For example, the
California Consumer Privacy Act (“ CCPA ”), which increases privacy rights for California residents and imposes obligations
on companies that process their personal information, came into effect on January 1, 2020. Among other things, the CCPA
requires covered companies to provide new disclosures to California consumers and provide such consumers new data
protection and privacy rights, including the ability to opt- out of certain sales of personal information. The CCPA provides for
civil penalties for violations, as well as a private right of action for certain data breaches that result in the loss of personal
information. This private right of action may increase the likelihood of, and risks associated with, data breach litigation. In
November 2020, California also passed the California Privacy Rights Act, or (*“ CPRA ), which significantly expanded the
CCPA as of January 1, 2023, including by introducing additional obligations such as data minimization and storage limitations
and granting additional rights to consumers, among others. The enactment of the CCPA has prompted similar legislative
developments in other states, and numerous other states have proposed, and in certain cases enacted, legislation relating to
privacy and data security, many of which are similar to the CCPA and CPRA. Similar laws are being considered by other state
legislatures. In addition, laws in all 50 U. S. states require businesses to provide notice to consumers whose personal information
has been disclosed as a result of a data breach. State laws are changing rapidly and there s-has been discussion in the U. S.
Congress of a new comprehensive federal data privacy law. These and future laws and regulations may increase our compliance
costs and potential liability. Furthermore, regulations promulgated pursuant to the Health Insurance Portability and
Accountability Act of 1996 (“ HIPAA ), establish privacy and security standards that limit the use and disclosure of
individually identifiable health information (known as “ protected health information ) and require the implementation of
administrative, physical and technological safeguards to protect the privacy of protected health information and ensure the
confidentiality, integrity and availability of electronic protected health information. Determining whether protected health
information has been handled in compliance with applicable privacy standards and our contractual obligations can require
complex factual and statistical analyses and may be subject to changing interpretation. Although we take measures to protect
sensitive data from unauthorized access, use or disclosure, our information technology and infrastructure may be vulnerable to
attacks by hackers or viruses or disrupted, breached or otherwise compromised due to employee error, malfeasance or other
malicious or inadvertent disruptions. Any such breach or disruption could compromise our networks and the information stored
there could be accessed, manipulated, publicly disclosed, lost, stolen, made unavailable, or otherwise processed without
authorization. Any such disruption, access, breach, unavailability, theft, loss or other unauthorized processing of information, or
the perception that any of these has occurred could result in legal claims or proceedings, and liability under federal or state laws
that protect the privacy of personal information, such as the HIPAA, the Health Information Technology for Economic and
Clinical Health Act, and regulatory penalties. Notice of breaches must be made to affected individuals, the Secretary of the
Department of Health and Human Services, and for extensive breaches, notice may need to be made to the media or state
attorneys general. Such a notice could harm our reputation and our ability to compete. Fiscal 2024 Form 10- K55S While we
have in place formal policies and procedures related to the storage, collection, and processing of information, and have



conducted data privacy audits, we continue to evaluate our compliance needs, including the need to conduct additional internal
and external data privacy audits or adopt additional policies and procedures, to ensure our compliance with all applicable data
protection laws and regulations. Additionally, we do not currently have policies and procedures in place for assessing our third-
party vendors’ compliance with applicable data protection laws and regulations. All of these evolving compliance and
operational requirements impose significant costs, such as costs related to organizational changes, implementing additional
protection technologies, training employees and engaging consultants, which are likely to increase over time. In addition, such
requirements may require us to modify our data processing practices and policies, distract management or divert resources from
other initiatives and projects, all of which could have a material adverse effect on our business, financial condition, results of
operations and prospects. Any failure or perceived failure by us or our third- party vendors, collaborators, contractors and
consultants to comply with any applicable federal, state or similar foreign laws and regulations relating to data privacy and
security, could result in damage to our reputation, as well as proceedings or litigation by governmental agencies or other third
parties, including class action privacy litigation in certain jurisdictions, which would subject us to significant fines, sanctions,
awards, penalties or judgments, all of which could have a material adverse effect on our business, financial condition, results of
operations and prospects. Increased scrutiny of our environmental, social or governance responsibilities may result in additional
costs and risks, and may adversely impact our reputation, employee retention, and willingness of customers and suppliers to do
business with us. Investor advocacy groups, institutional investors, investment funds, proxy advisory services, stockholders, and
customers are increasingly focused on environmental, social, and governance (“ ESG ) practices of companies. Additionally,
public interest and legislative pressure related to public companies’ ESG practices continues to grow. For example, the SEC
has adopted final rules regarding climate- related disclosures in public companies’ periodic reporting. Following several
legal challenges, the SEC has issued an order staying the implementation of such rules. If the SEC prevails and lifts the
stay on implementation, our compliance costs may increase. [f our ESG practices fail to meet regulatory requirements or
investor or other industry stakeholders' evolving expectations and standards for responsible corporate citizenship in areas
including environmental stewardship, support for local communities, board and employee diversity, human capital management,
employee health and safety practices, product quality, supply chain management, corporate governance and transparency, and
employing ESG strategies in our operations, our brand, reputation and employee retention may be negatively impacted and
customers and suppliers may be unwilling to do business with us and potential or current investors may elect to invest in
other companies w1th ESG practlces that are percelved to be better than ours . In addmon as-we-workto-alignour-ESG
reporting and pta W y We-w y disclosure irthese-areas
and-dotngso-may result in additional costs and requlre additional resources to rnonltor report, and comply with our various ESG
practices as well as additional attention from our board of directors and management . [ we fail to adopt ESG standards or
practices as quickly as stakeholders desire, report on our ESG efforts or practices accurately, or satisfy the expectations of
stakeholders, or comply with applicable regulatory requirements, our reputation, business, financial performance, and
growth may be adversely impacted.




