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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
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(Mark One)
X ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2011

OR
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Securities registered pursuant to Section 12(g) tie Act:
None
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Indicate by check mark whether the registrant € filed all reports required to be filed by SewetidB or 15(d) of the Securities Exchange Act
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to such filing requirements for the past 90 day¥es x No ~

Indicate by check mark whether the registrant hibsnitted electronically and posted on its corpokiib site, if any, every Interactive Data
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the registrant was required to submit and post §ile). Yes x No ~

Indicate by check mark if disclosure of delinquiletrs pursuant to Item 405 of Regulation S-K it oontained herein, and will not be
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company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@pmpany” in Rule 12b-2 of the Exchange
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13D and 13G filed by certain stockholders for tearyended December 31, 2011 and subsequent répartg, filed by certain stockholders
pursuant to Section 16 of the Securities ExchangeoA1934, as amended. Exclusion of such shamgddmot be construed to indicate that
any such person possesses the power, direct oeatdio direct or cause the direction of the managnt or policies of the registrant or that
such person is controlled by or under common comtith the registrant.

As of February 29, 2012, the number of outstangimayes of the registrant’'s common stock, par v&u@01 per share, was 33,418,720.
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PART I

This Annual Report on Form 10-K contains forwardkimg statements within the meaning of Section&#hAe Securities Act of 1933, as
amended, and Section 21E of the Securities Exchaagef 1934, as amended (the “Exchange Act”), Whdce subject to the “safe harbor”
created by those sections. Forward-looking statémare based on our management’s beliefs and agsumsand on information currently
available to our management. All statements othantstatements of historical factors are “forwambking statements” for purposes of these
provisions. In some cases you can identify fon-looking statements by terms such as “may,” “wiltshould,” “could,” “would,” “expect,”
“plan,” “anticipate,” “believe,” “estimate,” “proje ct,” “predict,” and “potential,” and similar expresions intended to identify forward-
looking statements. Such forward-looking statemargsubject to risks, uncertainties and other intgat factors that could cause actual
results and the timing of certain events to diffeaterially from future results expressed or implgdsuch forward-looking statements. Factors
that could cause or contribute to such differenoetude, but are not limited to, those identifiezldw, and those discussed in the section titled
“Risk Factors” in this report. Furthermore, suchrfgard-looking statements speak only as of the déthis report. Except as required by law,
we undertake no obligation to update any forwardkiog statements to reflect events or circumstaaétes the date of such statements.

”ou ” o LI ”ou

ITEM 1. BUSINESS
Overview

We are a life sciences company that has developg@@mmercialized an innovative DNA sequencingfptat. Our goal is to become the
preferred solution for whole human genome sequgnai analysis. Our Complete Genomics Analysiddtat or CGA™ Platform,

combines our proprietary human genome sequencitgpédogy with our advanced informatics and dataagament software and our
innovative, end-to-end, outsourced service modptéwide our customers with data that is immedyateady to be used for genome-based
research. We believe that our solution can prosithElemic, biopharmaceutical and translational nregli@searchers with whole human
genome data and analysis at an unprecedented catiobiof quality, cost and scale without requirthgm to invest in in-house sequencing
instruments, high-performance computing resouroéssaecialized personnel. By removing these constrand broadly enabling researchers
to conduct large-scale whole human genome studiegelieve that our solution has the potentiaigaificantly advance medical research and
expand understanding of the basis, treatment amgeption of complex diseases.

We believe that our whole human genome sequeneitmblogy, which is based on our proprietary DNAags and ligation-based read
technology provides a superior combination of quatiosts and scale when compared to existing cawially available whole human genome
sequencing platforms. In the DNA sequencing ingusthole human genome sequencing is generally de¢olee coverage of at least 90% of
the nucleotides in the genome. Because we haveiagtil our technology platform and our operationgte unique requirements of high-
throughput whole human genome sequencing, we deg@hbchieve accuracy levels in excess of 99.980&ctotal cost that is significantly le
than the total cost of purchasing and using comiaéravailable DNA sequencing instruments and infation process technology and then
performing all the required sequence data asseamntdlyanalysis. We believe that we will be able thier improve our accuracy levels and
reduce the total cost of sequencing and analysé)limg us to maintain significant competitive adtzgges over the next several years. Because
our technology resides only in our centralizedlIfiées, we can quickly and easily implement enhanerts and provide their benefits to our
entire customer base. Our goal is to be the fostgany to sequence and analyze hightity whole human genomes, at scale, for a tmist of
under $1,000 per genome.

From the earliest days of the field of genomic sggping to the present, companies and organizati@idhave achieved sequencing milestones
in quality, cost and scale have immediately annedrand/or published these sequencing results. Yearty and actively monitor publicatio
and have compared the parameters of our sequepi@ogss and the sequencing results of competitimentercially available technologies
announced in these various publications. We aneently unaware of any scientific publications byrgeetitors publicly
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announcing superior sequencing results. Basedeoalibve, we believe that our complete human gersemeencing technology provides a
superior combination of quality, cost and scale nvb@mpared to existing commercially available catgplgenome sequencing methods, when
taking into consideration the total cost of puréhgsoperating and maintaining the instrumentsiaf@rmation systems necessary for comp
human genome sequencing.

While our competitors primarily sell DNA sequenciimgtruments and reagents that produce raw seqdelata, requiring their customers to
invest significant additional resources to prodéss raw data into a form usable for research, ffier our customers an end-to-end, outsourced
solution that delivers researchady genomic data. As the cost of complete huneanme sequencing continues to decline, we belley®asit

of competition in our industry will shift from theost of sequencing to the value of the entire segjog solution, including time to delivery,
data accuracy and data management solutions. Wey&d¢hat our integrated advanced informatics atd thanagement services will emerge
as a key competitive advantage as this shift occurs

Our genome sequencing center, which began comrhepgeaations in May 2010, combines a high-througlgaumple preparation facility, a
collection of our proprietary high-throughput segciag instruments and a large-scale data centerc@iomers ship us their samples via
common carrier services such as Federal Exprestaiteld Parcel Service. We then sequence and anttigse samples and provide our
customers with finished, research-ready data, ératiiem to focus exclusively on their single highgriority, discovery.

In 2011, we sequenced over 3,000 whole human gesyanuding more than 600 in the fourth quartee@11, and had an order backlog at
December 31, 2011 of approximately 5,800 genomasc@stomers include some of the leading acadessiearch centers, government
research centers, biopharmaceutical companiesheailthcare providers. At present, our facility thees capacity to sequence and analyze
approximately 1,000 whole human genomes per mdmhacoverage. We expect this capacity to appreaséty double by year-end 2012 as
we deploy additional sequencers and increase tbaghput of our facility through process improvensein future years, we plan to construct
additional genome centers in the United Statesoimel international strategic markets to accommmdatexpected growing global demand
whole human genome sequencing on a large scale.

For the genomes shipped in the fourth quarter @fl2@ve sequenced an average of over 98% of theawhowhan genome at 10-fold or greater
coverage. In addition, our software makes high idemice calls of an average of over 97% of the genand over 96% of the exome.

Public Offerings

In November 2010, we closed an initial public offigrof our common stock and sold 6,000,000 shaffesiocommon stock at a public offeri
price of $9.00 per share. We received gross pracekdpproximately $54.0 million from this transant before underwriting discounts and
commissions and offering expenses. On June 1, 204 tpmpleted an underwritten public offering 825,000 shares of our common stoc
$12.50 per share. We received gross proceeds obxpately $79.1 million from this transaction, beg underwriting discounts and
commissions and offering expenses.

Market Overview
Background

Every organism has a genome that contains thedtlbf biological instructions required to builddamaintain a living example of that
organism. The information contained in a genonms&adsed, or encoded, in deoxyribonucleic acid, orADA nucleic acid that is found in each
cell of the organism. DNA is divided into discreteits called genes, which carry specific informatieecessary to perform a particular
biological function, such as instructions for makproteins. The chemical building blocks that makesach gene are the
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molecules adenine, cytosine, guanine and thymaheléd as A, C, G and T, respectively, which a@inas nucleotide bases. Human DNA
has approximately three billion nucleotide bases, their precise order is commonly known as the DiMAenetic sequence.

Studying how genes and proteins differ betweeniespeand among individuals within a species, or enariations, helps scientists determine
their functions and roles in health and disease werdexpect, will continue to drive advancementsadical research and diagnostics.

The primary genetic analysis methods traditionaigd by genetic researchers fall into three caiegidDNA sequencing, genotyping and gene
expression analysis. DNA sequencing is the prookdstermining the exact order, or sequence, ofrttiwidual nucleotides in a DNA strand
so that this information can be correlated to thegtic activity influenced by that segment of DN@enotyping is the process of examining
certain known mutations or variations in the DNAsence of genes to determine whether the partigaldant can be associated with a
specific disease susceptibility or drug responsmezExpression analysis is the process of examthingiolecules that are produced when a
gene is activated, or expressed, to determine whatparticular gene is expressed in a specifiogical tissue.

The Importance of Whole Human Genome Sequencing

One of the most difficult challenges facing the gtmresearch and analysis industry is improvingunderstanding of how genes contribute to
diseases that have a complex pattern of inheritdfmemany diseases, multiple genes each maketke swimtribution to a person’s
predisposition or susceptibility to a disease spomse to a drug treatment protocol. Accordingly believe that unraveling this complex
network will be critical to understanding human ltteand disease. We believe that sequencing whateah genomes is the most
comprehensive and accurate method by which to eelieese objectives and improve our understandihgiman disease. However, the cost
and complexity associated with whole human genageancing have been prohibitively high for researstand have slowed our progress in
understanding the genetic underpinnings of disease.

Due to these limitations, many researchers usdt@amative approach in which a small portion of geome, referred to as the exome, is
targeted, enriched and sequenced. This proceswrkas “exome sequencinggquires less than 5% of the sequencing comparsédoencin
required for a whole genome. However, importanasuef the genome lie outside of the exome, sutheapromoter regions that control gene
expression and other conserved regions of the gertloat are believed to perform regulatory functidviereover, current exome selection
technologies are inefficient. As a result, exomgusacing typically yields a lower percentage ofékeme than can be obtained by whole
human genome sequencing. Over the coming yearbelieve the combination of falling cost of sequegciadvancements in analysis of wr
human genomes and the rapidly growing amount & degarding and understanding of whole human gegsevilecontinue to drive the
adoption of whole human genomes sequencing.

Whole Human Genome Sequencing Market

The market for whole human genome sequencing azadbyr be broken down into three areas: basic resetranslational research, and clin
applications. Basic research, typically conductg@dademic centers, medical research centers, &ipteutical companies and government
institutions, is aimed at furthering our undersfagf how genetic variations may be implicatedlisease states. Translational research
studies, typically conducted by healthcare orgditna such as hospitals and/or payor/provider deggions, are aimed at identifying how best
to use the knowledge of the genome to improve patiealthcare and achieve cost savings in theelgliof healthcare. Clinical applications
targeted at physicians to enable them to make fipa@atment decisions for individuals based ugweir genetic make-up and disease state.
We currently participate in the basic researchtesmkslational research markets. In addition, webaginning the process of seeking Clinical
Laboratory Improvement Amendments (CLIA) certificatand developing laboratory developed tests (L&} will be required in order to
meet the needs of the clinical applications market.
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Complete Genomics’ Solution

Although other sequencing technologies have lattamatic reductions in cost and improvements idityuand throughput for whole human
genome sequencing, they were designed as genepigeuinstruments for sequencing the DNA or RNAlahts, animals, bacteria and
viruses. More specifically, these technologies weredesigned solely for sequencing large numberghole human genomes.

We have developed a novel approach focused on vitustean genome sequencing. We combine our propyietanan genome sequencing
technology, which achieves accuracy levels in excé99.999%, with our advanced informatics ané dadnagement software and our
innovative, end-to-end service model, to delivesesgch-ready genomic data at a total cost thagméfisantly less than the total cost of
purchasing and using commercially available DNAusstgring instruments and the required informationaggment hardware and software.
We believe this novel outsourced solution overcothesey limitations of other sequencing technadsgind addresses the unmet needs of the
whole human genome research market.

Proprietary Sequencing Technolog

There are two primary components of our proprietamnan genome sequencing technology: DNA nanotralDNB, arrays and combinatorial
probeanchor ligation, or cPAL, reads. Our patterned DiEays, due to their small size and biochemicatatdtaristics, enable us to pack D
very efficiently on a silicon chip. We have deveddpma proprietary process that causes the DNA teradib desired spots on the chip, while
conversely preventing the DNA from adhering to dnea between these spots. This enables us taradfiidual particles of DNA to over 90%
of these spots. In addition, we have developedjalyhiaccurate cPAL read technology, which enabtemuead the DNA fragments efficiently
using small concentrations of low-cost reagentdent@taining extremely high single-read accuracy.

We believe this unique combination of our propmgtaNB and cPAL technologies is superior in botbwacy and cost to other commercially
available approaches and provides us with sigmificampetitive advantages. As reported in the Jan2@10 edition ofScience we sequence

a whole human genome with a consensus accurac¥.999% and a consumables cost of approximately0$1,Bo our knowledge, based on
our review of scientific publications in the genosegjuencing field, there are no commercially abéélaechnologies that have achieved the
accuracy comparable to our sequencing resultsaCeuracy was further validated by the InstituteSgstems Biology, or ISB, as published in
Science Expresa March 2010. We have identified and are develggidditional performance enhancements to our emtenblogies that we
believe will enable us to maintain a significanimgeetitive advantage in terms of our combinatiolwwdlity, cost and scale.

Advanced Informatics and Data Management Softwz

Sequencing whole human genomes generates subkgandants of data that must be managed, storedaalgized. While many users of
instrument-based sequencing systems have histgrazaiducted their own in-house data analysis bmiéed number of genomes, many of
these users lack the computing, storage and netoarwidth necessary to manage the massive datgesetrated by larger scale whole
human genome studies. In response to this needrbyustomers, we have built a genomic data proegdacility with computing
infrastructure for managing both small- and largaks genomic sequencing projects.

There are two major components of our data managesedution: assembly software and analysis sotwAssembly is the process of using
computers to organize all of the overlappingb&3e nucleotide sequences to reconstruct the cteriplenan genome. Our proprietary asser
software uses advanced data analysis algorithmstatigtical modeling techniques to make high aerice calls of an average of over 97% of
the genome and over 96% of the exome from apprdeisnawo billion 70-base reads. After assembling gfgnomic data, we use our analysis
software to identify and annotate key differen@gssariants, in each genome.

By using our analytical tools and data managemefittvare, our customers can significantly reducér tilvestments in computing
infrastructure. Our customers are provided withatdé access to assembled and
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annotated sequence data in multiple formats to @atsesharing and comparative analyses. In additiendata storage options provide
flexibility and allow customers to customize thé@ta management strategy based on their partioutaness and scientific requirements. We
have also developed a suite of open source arallytiols, called CGAM Tools, designed to enableaustomers to rapidly analyze the data
we generate from their samples. As the reagentaf@squencing declines, we believe that the audtcamplexity of data analysis and
management will emerge as the primary limitingdador conducting whole human genome analysis.

Innovative, Enc-to-End, Outsourced Solution

While our competitors primarily sell DNA sequenciingtruments and reagents that produce raw seqdelate, requiring their customers to
invest significant additional resources to prodéss raw data into a form usable for research, ffiexr our customers an end-to-end, outsourced
solution that delivers research-ready genomic data.genome sequencing center combines a highghput sample preparation facility, a
collection of our proprietary high-throughput seqciag instruments and a large-scale data centarc@iomers ship us their samples via
common carrier services such as Federal Expresbaiteld Parcel Service. We then sequence and antlgse samples and provide our
customers with finished, research-ready genomia, @atabling them to focus exclusively on their Ertgghest priority, discovery.

Our customers are not required to purchase expessigquencing instruments and high-performance congpresources to sequence and
analyze large sets of whole human genomes. Ouownatsd service model enables our customers toaafflo us the complex processes of
sample preparation, sequencing, computing andstatage and management. We believe our serviceexp&nd the potential addressable
market by enabling a broad base of researcherawalydack sufficient capital and the specializedspanel necessary to build and operate a
sequencing laboratory, or who have historicallyrbeenstrained by the high total cost of sequendimgpnduct large-scale whole human
genome studies.

Customer Benefits
We believe our end-to-end solution provides thiofaihg advantages to our customers:
» High-Quality Data.Our technology delivers what we believe is the Btdy's highest accuracy whole human genome ¢

» Cos-Savings.Our customers are not required to purchase expessiguencing instruments and I-performance computin
resources or hire the necessary specialized pezstmeequence and analyze large sets of whole mg@aome dat:

* Speed at Scal€Our customers can often complete their |-scale projects more quickly by using our servitestby purchasin
and operating commercially available sequencintyunsents.

» Ease of UseWe believe our customers can avoid the difficuttig ime-consuming process of purchasing and omer #tieir own
sequencing instruments and can outsource the gmtioess to us, from sample preparation to delieérgsearc-ready data

» Operational Flexibility. By outsourcing their large-scale whole human genseggiencing projects to us, our customers carufree
the capacity of i-house instruments to run smaller or more targetgdencing projects and applicatio

» Technological Flexibility.As DNA sequencing technology improves, our custanhave available to them the latest technology
we have developed, and they avoid the risk of tgirensive instruments becoming technologicallyot#is.

» Enables Customers to Focus on DiscoveOutsourcing offloads the operational burdens of agéamgy large-scale genome
sequencing projects and enables our customergts their resources on research, which can redhactnhe to discoven
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Customers and Applications
Customers
We have more than 125 past and current custonmetading the following:

Academic/Government BioPharma Translational Medicine
» Academic Medical Center University of  Eli Lilly and Company ¢ Inova Health System
Amsterdarn
» Broad Institute of MITand Harvai » Pfizer « Brigham & Womer's Hospital
e SAIC-Frederick, Inc., National Cancer » Genentech « Scripps Translational Science Institute
Institute
« Stanford Universit < Childrer’s Hospital Bostol
» Flanders Institute for Biotechnology (VIB) « Erasmus Medical Centre in Rotterdam,

the Netherland
« Institute for Systems Biolog e The Mayo Clinic

* Ernest Gallo Clinic and Research Center at
UCSF

Selected Customer Exampls
SAIC-Frederick, Inc., National Cancer Institute -ediatric Cancer Study

Our project with SAIC-Frederick, Inc., the priment@ctor for the National Cancer Institute’s resbaand development facility in Frederick,
Maryland, involves sequencing and analyzing moaa 500 tumor-normal pairs, comprising over 1,20@kvthuman genomes, to identify
patterns relating to the genesis of cancerous tsimachildren. This study may potentially leadngproved diagnosis and treatment of pediatric
cancers. This project forms part of the Nationah&a Institute’s Therapeutically Applicable Resbai@ Generate Effective Treatments, or
TARGET, Initiative. TARGET seeks to use genomiditemlogies to rapidly identify valid therapeuticdats in childhood cancers so that new,
more effective treatments can be developed. ltiiseatly focusing on five childhood cancers: adyiephoblastic leukemia, acute myeloid
leukemia, neuroblastoma, osteosarcoma and Wilmertum

Inova Health Syste— Pre-term Delivery Study

Our project with the Inova Health System, a notgoofit- health care system based in Northern Viigiinvolves sequencing 1,500 genomes
from 500 babies and their parents. The goal ofgilogect is to identify prognostic, diagnostic ahdrapeutic targets for pre-term delivery and
potentially other obstetrics associated abnornealifihe study may also help provide the framewoskiable Inova to begin to use genomic
data to customize care within Inova’s hospital reekewvData from Inova Health System’s electronic roaldrecord system will support
outcomes-based research on this cohort.

Scripps Health— Wellderly Study

Our collaboration with Scripps Health involves seqecing 1,000 individuals who are at least 80 yeitsand free from major diseases and
long-term medications. The purpose of the studwdafold - first, to uncover the genetic underpingsrof healthy aging and second, healthy
older individuals are ideal controls for genetigdiés of late onset diseases. In exchange for semgethis cohort at our expense, we will
become the exclusive commercial provider of thigslet, in the form of the Wellderly Genomic ReferfResource.
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Mayo Clini—Translational Genomics

Our project with the Mayo Clinic, an nonprofit wdwide leader in medical care, research, and edutativolves sequencing the genetic
information from consenting patients and may baluseoptimize medical care in a variety of disaigs, including cancer diagnosis and
treatment, drug therapy, disease prevention, anymthers. This information could also be used bgtars to advise patients about lifestyle
changes that could help prevent or delay diseasetofhrough this initiative, Mayo Clinic will delog best practices for using genetic
information to guide patient care.

Applications

Potential applications for our whole human genostencing service include:

Cancer ResearctResearchers are sequencing cancer genomes andrountham to normal genomes, which are referreals
tumor-normal pairs, to identify the mutations imcar genomes. We believe understanding these mnsatiill guide development
of new cancer therapeutics and diagnostics andedabtors to select the best course of therapgdan the specific mutations
found in a tumor

Mendelian Disease ResearcThere are thousands of Mendelian inherited disehs¢$ave been found to run in families, and
accordingly likely to have a significant genetiergmonent. However, the genetic cause of most oktheseases is currently
unknown. By sequencing the whole genomes of thectdtl families, we believe the genetic causesedetiMendelian diseases can
be discovered, which could lead to the developr&nbvel diagnostics and therapeuti

Rare Variant Disease ResearcDiseases such as central nervous system disoodedsac disease, certain metabolic disorders,
other diseases that appear broadly in the populatie thought to be caused by rare variants. Lacgke studies of affected
individuals may help to identify the disrupted pa#tys and lead to the development of novel diagossind therapeutic

Translational ResearchWe believe that over time, healthcare systemsusi genomic data to direct an individual’s medizak.
Leading institutions are beginning to conduct redeaimed at identifying how best to use the knalgke of the genome to improve
patient healthcare and achieve cost savings idetieery of healthcare

Clinical Trial Optimization. We believe that selecting or stratifying patiemstloe basis of their genetic profiles could endbée
preferential admission of high responders intar@adl trial. This stratification could enable ttréal to reach its conclusion with
fewer patients and lower costs and result in fadigical trials and drug commercializatic

Companion Diagnostic DiscoverWe believe that therapeutics that are not-line treatments for the general population ma'
elevated to first-line treatments or used in coratiom therapies for subsets of the population shate a common genetic profile.
Whole human genome studies may unlock new marksartymities for these therapies or combinationapass.

In addition to these research applications, we exjpure clinical applications to include:

Idiopathic Disease— Pediatric Diagnostics. We believe that sequencing the whole genomeiopathic sick children, or childre
the cause of whose sickness is unknown, couldifgeggnomic mutations as well as complex interatathways that cannot be
discovered by only analyzing selected areas of#mome. This approach may result in more rapidrtiaig and better patient ca

Cancer PathologyWe believe that whole human genome sequencingo@ithe most reliable and economic way to ana
complex cancer genomes that involve large and wligieble structural changes. In the United Sateseglthere are approximately
1.5 million new cases of cancer diagnosed eachaearding to the National Cancer Institt
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» Universal DiagnosticsAs medical records technology and public healtticgaddvance, we believe that large numbers of
will have their whole human genomes sequenced @mnddsfor use by their physicians in managing theilth care decision

Our Strategy

Our goal is to improve human health by providinggic information to understand, prevent, diagrense treat diseases and conditions. We
intend to become the preferred solution for whalman genome sequencing and analysis by:

» Continuing to Deliver the Highest Quality Genomicdda and Analysis at a Low Total CoBy continuing to deliver the highe
quality research-ready data and by enabling ouoousrs to avoid the cost, complexity and risks eisged with purchasing and
operating the instruments and computing resouegsired to undertake whole human genome sequermimgoal is to become
the preferred solution for our custome

* Maintaining and Strengthening our Technolog'We plan to continue to conduct research and prodientlopment activities 1
further improve quality, reduce costs, increaseughput and reduce our turnaround time. We pldartber develop the
biochemistry, informatics, instrumentation and waite that we believe together make up the industmost robust solution. We
will also seek to continually improve our operatibprocesses and analysis softwi

» Capitalizing on our Scalable ModeDue to the highly scalable nature of our servicelehowve believe we are well positionec
serve customers looking to sequence a small nuoflinomes as well as customers who are lookimggdially sequence a very
large number of genome

» Establishing Ourselves as the Leader in Outsourd&tiole Human Genome SequencinWe intend to continue to focus
exclusively on whole human genome sequencing. Weueethat this focus will put us in a strong p@sitto become the preferred
platform for whole human genome sequenc

» Developing Clinical Applications for the Use of odrechnology While our current focus is on providing whole hungeamome
solutions primarily to academic, biopharmaceutieal] translational medicine researchers, we expeatgvelop clinical
applications for whole genome sequencing for usdigpathic pediatric disease diagnosis, cancdrgiagy, and ultimately, as a
universal diagnostic

» Establishing Strategic Partnerships and Collaboratis. We expect to establish strategic partnerships alidorations witt
commercial and research organizations to leveragg@enome sequencing technology with the strengfttisese organizations to
further develop and expand the applications forsmguencing technolog

» Expanding Globally to Increase Capacity and ReaclkewW Markets We expect to enter into partnership agreements ddathestic
and international organizations to build additiogahome sequencing centers around the world. Tdeseme sequencing centers
will increase our sequencing capacity, provide itk wnproved access to global markets and expamndemenue opportunitie

Our Human Genome Sequencing Platform Technology

Our proprietary human genome sequencing platfomsists of three major technologies: our proprietargnan genome sequencing
technology, our high-throughput process automagshnology and our complete data management solutio

Proprietary Sequencing Technolog
There are two primary components of our proprietamnan genome sequencing technology: DNB arraysBAd. reads.
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DNB Arrays

We have developed a novel approach to preparimggneated DNA for reading on our sequencing instrusddsing a biochemical process for
copying DNA, we reproduce each DNA fragment in axmex that connects all of the copies togetherhead-to-tail configuration, forming a
long single molecule of connected nucleotides. \Aleeldeveloped proprietary techniques for causieh &g single molecule to consolidate,
or ball up, into a small particle of DNA that wel@aDNB. The DNBs are approximately 200-300 nantarein average diameter. Each DNB
contains hundreds of copies of the 70 bases of BMdAre seeking to read in each fragment.

The small size and biochemical characteristicsuofl@NBs enable us to pack them together very tyotitl a silicon chip. We use established
photolithography processes developed in the serdigtinr industry to create a silicon chip that hasid pattern of small spots. The small
spots are approximately 300 nanometers in diamaterthe center of each spot is currently sepatatexpproximately 600 nanometers from
neighboring spots. We have developed a proprigteogess that causes the DNA to adhere to thess, sploich we refer to as “sticky spots,”
while conversely preventing the DNA from adheringtie area between the sticky spots. When a solofi@®NBs is spread across the chip,
DNBs adhere to the sticky spots, with one DNB et sWe have also developed proprietary technitgué#i over 90% of the sticky spots w
exactly one DNB. We refer to the silicon chip fillevith DNA as a DNA nanoball array.

cPAL Read

To read the sequence of nucleotides in each DNByawve developed a highly accurate proprietary égamsed DNA reading technology called
cPAL. Our cPAL technology uses the naturally odogrtigase enzyme, which accurately distinguishetsvben the A, C, T and G nucleotides,
to attach fluorescent molecules that light up wittlifferent color for each of the four nucleotidBg.imaging the color lights of a DNB array
and decoding the color images, we can determinegfaence of nucleotides in each DNB. A key charistic of our cPAL technology is its
high accuracy of reading very short five-base seqeg of DNA. We have developed a proprietary tepimior preparing the DNA fragments
so that we can read seven five-base segments fiomad the two ends of the DNA fragment for a tataf0 bases from each fragment. We
have also developed proprietary software that gdiyeneconstructs over 90% of the whole human ges®from these 70 base reads from each
fragment.

We believe that the advantages of our DNB arragscam cPAL technology over other commercially aalié DNA sequencing technologies
include:

» High Accuracy.Our cPAL technology has very high single-read aamcydue to the intrinsic nature (high accuracythefligase
enzyme. By reading each nucleotide multiple times achieve a consensus accuracy rate in exce$s3%%®%0.

* No Accumulation of Errors.Many other DNA sequencing methods employ sequept@esses that cause errors to accumulate as
each successive nucleotide is read, which resulishigher potential error rate for each successindeotide. Our cPAL technoloy
reads each nucleotide independently, and as & thsu is no accumulation of errors, which enabkeso read successive bases
without increasing our error rai

* Low Reagent CosOur cPAL technology uses low concentrations of gt commodity reagents. Our DNB arrays achieverg v
high density of DNA on each array, which reducesghantity, or volume, of reagents we use comptrether DNA array
approaches. The combination of low concentratiolowfcost reagents and smaller quantities resnllswer reagent costs
compared to other commercially available DNA segirenmethods
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High Throughput Process Automatio

There are five major components of our high-thrqugtprocess automation technology: high-througlsantple preparation, high-throughput
sequencing instruments, high-performance compunifigstructure, workflow automation software andveee delivery technology.

High-Throughput Sample Preparation

Our high-throughput sample preparation technolagyststs of step-by-step protocols for preparing DiWAsequencing. We prepare genome
samples in 96-well plates (each plate contains kn@wreference, DNA that we use to monitor theliuaf the sample preparation process).
Our sample preparation capacity can be scaled ngédditional sample preparation instrumentsstaff as needed. We currently have a
number of development activities in progress torionp the step-by-step protocols and laboratoryraatimn, with the objective of increased
efficiency and lower cost.

High-Throughput Sequencing Instruments

Our sequencing instruments consist of a fluididstdhat pipettes multiple types of chemical reagé¢imcluding fluorescent molecules) onto
the flow slides and an imaging system that recoréges of the fluorescent molecules attached t®tA. Our current commercial instrume
processes 18 flow slides at a time. The 18 flodesliare robotically moved back-and-forth from tluélfcs robot to the imaging system. While
one flow slide is being imaged, the other 17 fldidess are prepared with reagents or waiting forith@ger to become available. A sequencing
run takes approximately 11 days. To sequence aenhghan genome at an average redundancy of 40 tégases approximately 150
gigabases of usable data. Currently, our sequemtitigiments can generate over 100 gigabases bfeudata from each flow slide in an 11-
day run.

We are currently developing our next generatiorusaging instruments. We expect that these newuimstnts, when deployed, will use larger
dimension silicon chips that will enable increaffmdughput and reduced run time. Our initial gaalthese instruments will be to process 48
whole human genomes during an eight day run.

High-Performance Computing Infrastructure

We have built a genomic data processing faciligt tturrently consists of approximately 7,500 caipssors and 4 petabytes of high-speed
disk storage. Our sequencing instruments are céoexhéa our data center by a network connectiontthatfers data at a rate of 30 gigabits per
second. Our data center currently has the captacjpgrform all of the required computation for appmately 1,000 genomes per month. We
plan to expand our data center as needed, andpeeteto make continued enhancements to our softiwwdtether increase the efficiency of
our data center.

Workflow Automation Software

Our workflow automation software tracks each sanfglen arrival at our facility to delivery of resedrready data to the customer. Sample
tracking is accomplished through bar codes. Eaetvélbplate of samples has a bar code, and eaehdliole has a bar code. The instruments
that process plates and flow slides have bar cealéers attached to them. User interfaces to oukflsar automation software allow us to tre
the progress of each sample throughout sample qati@pa, sequencing and computing. We are also dpired a web-based customer portal to
enable customers to track their projects real-timeughout the sequencing process.

Service Delivery Technology

Our cloud-based data delivery system is based omendor relationship with Amazon Web ServicesA@/S. We upload our customers’
finished genomic data to AWS; AWS then copies tlet to hard disks and ships the hard disks t@astomers. Our customers also can pay
AWS to store their data on an ongoing basis.
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Complete Data Management Solution
There are two major components of our complete aa@aagement solution: assembly software and asatpéiware.

Assembly Softwal

Assembly is the process of using computing methodsganize the overlapping Hase nucleotide sequences to reconstruct the wgleoleme
We have developed a proprietary approach to asyeimd uses a combination of advanced data anadigisithms and statistical modeling
techniques to reconstruct over 90% of the wholedmgenome from approximately two billion 70-bassdse We have designed our assembly
software to run in parallel across our large neknadrLinux computers.

In October 2011, we announced the launch or outerasequencing service. The service uses advaigeitlams specifically developed to
handle the complexities of cancer. These algorithroside better sensitivity to detect variantsoat bllele fraction and copy number variation
in tumor specimens.

Analysis Softwar

After assembling the genomic data, we use our arsadoftware to identify key variants in each gee@nd automatically annotate the genc
data. We have developed a suite of open sourcgtaltools, called CGAM Tools, designed to enaile customers to rapidly analyze the
data we generate from their samples. For exammeaffer a tool facilitating the comparison of twergpmes, enabling the quick determination
of where the genomes differ. We have also develaglelitional analytical tools, such as a tumor-ndroomparison tool designed to allow
cancer researchers to compare a cancer genome totimal genome from which it was derived, a faraibalysis tool designed to enable
researchers to compare parental genomes with tienges of their children and a large-scale genorowder designed to allow researchers to
compare the hundreds of genomes sequenced ineadaale study.

Technology Strategy
We plan to continue to advance our whole human gengequencing and analysis technology in five majeas:

» Array Density.Our unique grid patterned arrays currently corgdist 600 nanometer grid. We may reduce the griel €250
nanometers and correspondingly reduce the diarétke sticky spots and DNA nanoballs. If successhis improvement will
increase the density of the DNA on an array bycéofeof approximately 6, which will decrease thagent cost of sequencing a
given amount of DNA by approximately a factor oM@e may also decrease the depth of our arrays S@microns to 10 microns,
which will decrease the reagent cost of sequengigiyen amount of DNA by a factor of 5. Togethagge improvements could
reduce reagent costs by a factor of

» cPAL Optimization.We have developed a proprietary technique for pregdhe DNA fragments so that we can read sewest fi
base segments from each of the two ends of the B&gnent for a total of 70 bases from each fragmafe are also developing
alternative DNA preparation approaches that conltbée faster turnaround and lower co

» Instrument SpeedOur unique grid patterned arrays enable us to dtigrgrid pattern of the DNA on the array with trél patterr
of the pixels in the detector, allowing us to image arrays with very short exposure times. We imasease the speed of our
instruments by acquiring and deploying new camtrastake images and transfer data at approximéfeden times the speed of
our existing cameras. We may also increase the aunfltameras per sequencing instrument from twoun

* Process AutomationWe intend to improve our sample preparation, preeegomation and data management technolog
process and deliver an increasing number of gendonesr customers with reduced turnaround ti
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* Analytic Software We continue to improve and extend our analytic bdipies through the development of software desito
decrease genome assembly time and address s@ggfication requirements of our customers. Fomrimsg, in December 2010, we
started providing copy number variation and strradtuariation results to our customers and, in ®et®011 we announced the
launch of our cancer sequencing serv

As we implement a combination of these technolagyamcements, our goal is to be the first comparsetuence and analyze high-quality
whole human genomes, at scale, for a total cogshdér $1,000 per genome.

Sales, Marketing and Customer Support

We sell our whole human genome sequencing serfviogigh our direct field sales and support orgaitnat Our sales process with each new
customer typically involves undertaking a smalljpet, or pilot program, which enables the custotodyrecome familiar with our outsourced
solution and research-ready data. We then work etithcustomers to expand the relationship to lapgejects.

Sales

We have assembled a highly experienced and tedlynigalified field sales team, many of whom hol@la.D. or other advanced degree in a
relevant scientific field. Each of these sales ngansbrings a network of extensive contacts intargeted customer segments. The sales grour
develops business opportunities and obtains ofdersur whole human genome sequencing service tgaively identifying, qualifying and
visiting well-funded prospects at major companiestitutions and universities.

Marketing

Our marketing group has developed and maintain€tireplete Genomics brand, increases market awar@mesgenerates demand for our
solution through a variety of methods. First, weéhareated and continue to maintain a clear mawisepmce via our website, press releases,
interviews and articles that reinforce our marketspnce and scientific credibility. Second, we gateedemand by promoting the company via
marketing programs and by attending and exhibiihigelevant tradeshows and conferences. Third,oméraie to evolve our marketing
strategy by tracking market trends, understandirggoener needs and developing appropriate prodadt@@grams. The marketing group also
fulfills traditional product management requirengrstuch as defining our service and applicaticatestyy and roadmap, including partnering
strategies, and developing sales tools, trainingerizds and competitive analyses for the salespgrou

Customer Support

We are committed to supporting our customers thiiaugetwork of scientific applications staff bagethoth Mountain View and locations n
our most concentrated customer bases. This tear@ntlyrconsists mostly of Ph.D. level scientistthwéxtensive bioinformatics experience.
Our scientific applications team works with custosn® address technical questions related to auicgeoffering and provides detailed
training and support.

Most of the training and support efforts are foclsa helping customers understand and use the demgents of data that are delivered as part
of multi-human whole genome sequencing projects sWmplement these efforts with a team of Mountaewbased bioinformatics support
specialists.

Research and Development

Our research and development team brings togethariety of technical disciplines required for tievelopment of a high-throughput
sequencing system for commercial human genome seigeservices and includes DNA engineers, biock&nimolecular biologists,
chemists, mathematicians, statisticians and
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electrical, mechanical, optical and software engligeAs of December 31, 2011, we had approxim&@@&lgmployees engaged in research and
development, many with Ph.D.s. These professicagady their skills in disciplines including:

» biochemistry (sample preparation, DNA array prepana DNA sequencing assay

» hardware (optics, fluidics, mechanical design, filides);

» software (algorithms, instrument software, genoetiencing software, bioinformatic:
» information technology (hi¢-performance data center manageme

» semiconductors (mask design, surface chemistry)

e process automatio

Our research and development teams are engagesgéoging new applications for our technologies|uding:

» Cancer Sequencincin October 2011, we launched our cancer sequersegngce. Our development teams are continuing to
enhance the service by evaluating how best to EeBINA input requirements, expand sample typesefample, formalin fixed
paraffin embedded (FFPE) and xenograft samplesbesatlen the capabilities of our analysis softwWareur customers

» Diploid SequencingWe have invented and are developing a method fepandently sequencing the maternal and pat
chromosomes. We believe this independent chromosepgencing will be required for many moleculagdiastics, because
multiple variants within a gene may or may not etffeoth copies of the gen

» Clinical SequencingWe have initiated a program to achieve CLIA cegéfion of our facility for use with a LDT. This LDWill
require assay validation and external regulatosrsight.

In the years ended December 31, 2011, 2010 and 2@98pent $32.7 million, $21.7 million and $22.dlion, respectively, on company-
sponsored research and development activities.

Intellectual Property

Our success depends in part upon our ability tainl#nd maintain intellectual property rights wigspect to our products, technology and
know-how, to prevent others from infringing thestellectual property rights and to operate withiafringing the proprietary rights of others.
Our policy is to seek to protect our proprietargition by, among other methods, filing patent agadlons related to our proprietary technol
inventions and improvements that are importanbédevelopment and conduct of our business. Weralg@n trade secrets and know-how to
develop and maintain our proprietary position.

Our patent strategy is to seek broad patent pioteoh new developments in genome sequencing témimcand also file patent applications
covering new implementations of our technology. #iddally, we file new patent applications direci@dequipment and software that are used
in conjunction with our genome sequencing technplog

Our core genome sequencing technology originat€hHida Genomics, Inc., or Callida, in the laborgtof Radoje (Rade) Drmanac, Ph.D.,
our Chief Scientific Officer and one of our co-falers. Dr. Drmanac played an important role in Higtoughput sequencing of whole genor
using ligation-based sequencing reactions perforomeshicroarrays. In March 2006, we entered inticenise agreement with Callida pursuant
to which we exclusively licensed from Callida tleéervant patent filings relating to the use of thehhology in random arrays, or arrays of
genomic DNA fragments wherein the position of apgdific fragment on the array is not predetermirged probe anchor ligation, which we
utilize in our commercial sequencing technologydenthis license agreement, we also obtained axctrsive license under additional patent
filings owned by Callida that permits us to usefwedom array technology without infringing suchiliéidnal patents. In exchange for the
licenses, we issued to Callida 13,333 shares ofommon stock, paid $1.0 million in cash for repaytnof
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certain promissory notes issued by Callida and nsadpayments of $250,000 which totaled $1.5 milli@he license agreement remains in
effect until each of the licensed patents has e#hpired or has been abandoned or ruled invaltieEparty may terminate the agreement f
material breach upon 120 days’ notice (or 30 dagsice if the breach is due to failure to make ynpant under the license agreement).
Pursuant to the license agreement, Callida rethmsights to use the exclusively licensed techgwlior research purposes only.

As of February 1, 2012, we have licensed from @Gallil issued U.S. patents and 6 issued foreigmtsateat will expire between 2014 and
2027. In addition, as of February 1, 2012, we ovissbied U.S. patents that will expire between 202Y 2028. Also, as of February 1, 2012,
we own or have licensed 117 pending patent apficgtincluding 58 applications filed in the Unit8tates, 54 applications filed in foreign
countries, and 5 applications filed under the Rafzoperation Treaty.

In addition to pursuing patents on our technolagg,have taken steps to protect our intellectugbgry and proprietary technology by entet
into confidentiality agreements and intellectuaperty assignment agreements with our employe@suttants, corporate partners and, when
needed, our advisors.

The patent positions of companies like ours aregaly uncertain, and the validity and breadthlafros in DNA sequencing technology
patents may involve complex factual and legal is§oewhich no consistent policy exists. Our pateand licenses may not enable us to obtain
or keep any competitive advantage. Our pending &h8.foreign patent applications may not issueassris or may not issue in a form that
will be advantageous to us. Patents we have olat@indo obtain in the future may be challengeddsgxamination, opposition or other
administrative proceeding, or may be challengddigation, and such challenges could result iregedmination that the patent is invalid.

Our owned or licensed patents may be successfialyravented by competitors. In addition, the patants of foreign countries differ from
those in the United States, and the degree of gtioteafforded by foreign patents may be diffefeain the protection offered by U.S. patents.

Our commercial success depends in part on our moimgement of the patents or proprietary rightshafd parties. For a description of the
risks we face relating to intellectual propertyegde see “Risk Factors—Risks Related to Intellé&raperty.”

Competition

Competition among organizations developing or coneiabizing sequencing instruments and servicestinise. The sequencing industry is
dominated by large, established companies thatigedastruments and reagents, for sequencing, egjme analysis and genotyping. These
companies include lllumina, Inc., Life Technologt@srporation, and Roche Diagnostics CorporatioresEhcompetitors are large and well-
established, and each maintains a significant miahere. Although historically these companies rsold instruments and reagents, some of
these competitors have made forays into the seingerervices market. For example, competition gigbquencing services market is growing
as evidenced by lllumina’s recent announcementittnad sequenced over 900 genomes through itesemg services in the fourth quarter of
2011. lllumina began providing whole genome seqingnservices in-house and through its lllumina Gead\etwork in mid-2010, and Life
Technologies has announced a collaboration to lugdnome sequencing facility. Additionally, newnmaetitors may enter the whole genome
sequencing market, either by providing sequencangises as we do or by selling less expensive ame powerful sequencing instruments.
We expect to face more intense competition if @ivise-based model is successful. In addition,reuitompetitors may include other
companies, like NABsys, Inc., Oxford Nanopore Taalhgies, Ltd., Pacific Biosciences, Inc. and Pe&imer Corporation, which have
developed or are developing sequencing technolaygiservices that may compete with ours in therfutuarge, established companies may
acquire smaller companies, such as these, withgngetechnologies and use their extensive resouecdsvelop and commercialize or
incorporate these technologies into their instruimand services. Life Technologies recently annednhat its new sequencing platform
(acquired from lon Torrent Systems, Inc. in 201@)yrbe able to sequence a genome for $1,000 inHassone day by the end of 2012.
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A number of these and other organizations are dpugj methods for DNA sequencing using single mdkeor long-read sequencing
technologies. To date, the developers of singleemdé technologies have not demonstrated thatesmglecule sequencing can achieve the
quality required for whole human genome sequenpiniects at a reasonable cost. While long-readsritieally important forde novo
sequencing, or sequencing organisms which havpregtously been sequenced, we believe they areeqoired for sequencing high quality
whole human genomes.

In addition to commercial companies, there aredagpvernment-funded or research-sponsored orgamizgasuch as the Broad Institute of
MIT and Harvard, the Genome Center at Washingtowessity, the Baylor College of Medicine Human Gem®Sequencing Center, the
Wellcome Trust Sanger Institute and BGI (formempilvn as Beijing Genome Institute), that purchaseroercial DNA sequencing
instruments and offer DNA sequencing services smlamic and commercial customers.

For a description of the risks we face relatedametition, please see “Risk Factors—Risks Relaigdur Business—We face significant
competition. Our failure to compete effectively hadversely affect our sales and results of operat and “—The emergence of competitive
genome sequencing technologies may harm our bsines

Operations

We have established laboratory operations for iostr genome center in Mountain View, Californiadame have additional laboratory
operations in Sunnyvale, California. Our Tier IHtd center is located in Santa Clara, California.&pect to deploy additional sequencing
centers in the future, and it is likely that thesk be located in other regions, including outsifehe United States.

Genomic samples arrive at our facilities by comrarrier, such as FedEx or UPS, and are testedrfanmder of pre-defined quality
acceptance criteria. Samples that pass acceptastaggtare prepared for sequencing, loaded onadlidle and sequenced on a sequencing
instrument. After the sequencing process, datargegttby the sequencing instrument is processedritigh performance computing cente
generate the final customer data deliverable. Weagpour customers’ finished genomic data to AWBicl copies the data to hard disks and
ships the hard disks to our customers. Our custoweT also pay AWS to store their data on an owglodsis.

The time to delivery, from sample receipt to ddtgment, is typically 90 to 120 days. Our genomgueacing center has a finite capacity, and
time to delivery will increase if demand exceeds @pacity or if we are experiencing processingyel For example, the processing delay
experienced in the fourth quarter of 2011 will legBusome genomes being delivered in well over da9s in the first half of 2012. In the
future, we expect to reduce time to delivery thotaghnical and procedural improvements. Our seqogroapacity is primarily determined by
the equipment, automation and personnel we deploy.

Manufacturing and Supply

We have adopted a manufacturing strategy of puiichasost components we use to conduct our sequgseirvices, including silicon wafers,
optical microscopes and various other imaging camepts, sophisticated cameras and chemicals andntsadgrom third party suppliers. This

allows us to maintain a more flexible infrastruetuvhile focusing our expertise on deploying thesaponents and supplies to provide high-

quality, lower-cost whole genome sequencing sesvigea large scale.

Although alternative suppliers exist, we currenttijfize single suppliers for certain key materiased in our sequencing process. In particular,
we utilize SVTC Technologies L.L.C. to provide ughathe silicon chips that are the base of the fédde used in our sequencing process and
Hamamatsu Corporation for the cameras used inemueicing instruments. We are in the process atifgieng and qualifying additional
suppliers, although we cannot predict how long thatlification process will last, and the time negdo establish a relationship can be lenc
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Delays, quality issues or interruptions by our digep may harm our business, and we may be forwedtablish relationships with new
suppliers. However, because the lead time neededgage a new supplier can be lengthy, we may xmer delays in meeting demand if we
must switch to a new supplier. For more informatiegarding risks related to our supply chain, pesee “Risk Factors—Risks Related to Our
Business—we depend on a limited number of suppliectuding single-source suppliers, of variousical components for our sequencing
process. The loss of these suppliers, or theurailo supply us with the necessary componentstonedy basis, could cause delays in the
current and future capacity of our sequencing cearid adversely affect our business.”

Government Regulations

We believe our sequencing service is not curresulyject to FDA regulation, clearance or approvawiver, to the extent we expand our
service to encompass products that are intended tsed for the diagnosis of disease, such as nlaftegiagnostic products, regulation by
governmental authorities in the United States ghdracountries will be a significant factor in ttievelopment, testing, production, and
marketing of such products. In addition, becausegtnomic data we provide generally neither idestifor provides a reasonable basis to
identify an individual, we are not currently sulijjexthe Health Insurance Portability and AccouilitgbAct of 1996, or HIPAA. However,
once provided to certain of our customers, the geaalata and the activities of those customers beasegulated under both HIPAA and the
Genetic Information Nondiscrimination Act of 2008.

We have recently initiated a process to seek aitatexh for our sequencing facility under the Ctial Laboratory Improvement Amendments,
or CLIA, which is administered through the CentersMedicare & Medicaid and Department of Healtll #fuman Services. Our laboratory is
also subject to federal, state, regional and loagdilations relating to the handling and dispo$élazardous materials and biohazardous waste,
including chemicals, biological agents and compausutd blood and other human tissue. We utilizeifieglthird party vendors for waste
disposal and handling, and these vendors are analey obligated to comply with any applicable wégions. Our cost of waste disposal has
historically not been material, and we expect thibe true in the future.

Given the evolving nature of this industry, legisla bodies or regulatory authorities may adoptitaital regulation or expand existing
regulation to include our service. For examplehim future, our service could be subject to FDAutation. Changes to the current regulatory
framework, including the imposition of additional mew regulations, could arise at any time, andnag be unable to obtain or maintain FDA
or comparable regulatory approval or clearanceuofservice, if required. In addition, changes ttadaotection laws in the U.S., Europe or
elsewhere could lead to regulation of genetic imf@aiion that could affect the manner in which wediargenome sequence data and deliver
such data to our customers. These regulationsestidations may materially and adversely affectlousiness, financial condition and result
operations. For more information regarding thegigkfuture government regulation, please see “Raftors—Risks Related to Our
Business—Because the market for genome sequerscieatively new and rapidly evolving, we may beewsubject to additional future
governmental regulation, which may place additiartet and time burdens on our operations.”

Backlog

We define order backlog as the number of genonresticch customers have placed sequencing ordersvinbelieve are firm and for which
we have not yet recognized revenue. Estimatingltiiar value of backlog that will be fulfilled with the current fiscal year, or any other
particular period, requires significant judgments @stimates, as the mix of customer orders amihgrterms varies between arrangements
depending on the number of genomes covered byrthagement. It also requires estimating the tinghthe receipt of qualified samples from
our customers, over which we have no control, aediming of the sequencing of the genomes. Unigiatied delays in obtaining, processing
and fulfilling sequencing orders would result idelay in recognizing associated revenue.
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Given the revenue variance resulting from this amid the rapidly evolving nature of the sequencivtlystry, we do not believe that backlog as
of any particular date is necessarily indicativéubfire results. However, we do believe that ofzbrklog is an indication of our customers’
willingness to utilize our solution. As of Decemtsdr, 2011, we had a backlog of approximately 5@@omes which we believe will
contribute approximately $28.0 million in revenae2012. As of December 31, 2010, we had a backl@gpproximately 1,000 genomes which
contributed approximately $10.0 million in reven@ee “Risk Factors—Risk Related to Our Business—eaDder backlog may never be
completed, and we may never earn revenue on bagdgdbgontracts to sequence genomes.”

Geographical Information

We derived a majority of our revenue from custontecated in the United States. Our total revenaefcustomers outside the United States
for fiscal years 2011, 2010 and 2009 was $5.4 oml2.7 million and $0.1 million, or approximat&$%, 29% and 16%, respectively, of our
total revenue. Sales to customers located outditteedJnited States are denominated in U.S. doliMs expect that sales to international
customers will be an important and growing souffceweenue, particularly if we construct additioganome sequencing centers outside of the
United States. All of our long-lived assets areaated in the United States.

A summary of revenues from external customershaitieid to each of our geographical areas for thesyeaded December 31, 2011, 2010 and
2009, is included in “Item 8. Financial Statemeamsl Supplementary Data- Note 2: Summary of SiganificAccounting Policies.”

Employees

As of December 31, 2011, we had a total of 255 eggds, 98 of whom are engaged in full-time reseanchdevelopment activities, many
with Ph.D. degrees. We plan to expand our prodoctior sales and marketing and our research arelaf@aent programs, and we plan to |
additional staff as these initiatives are impleraentNone of our employees is represented by a lation, and we consider our employee
relations to be in good standing.

Seasonality
Our industry is still emerging and no indicatioriseasonality have yet emerged.

Business Segment

We operate as one business segment, providing vilnol&n genome sequencing and analysis. Our opesaie treated as one segment as we
only report operating information on a total entesg level to our chief operating decision-makentker, resource allocations are made at the
enterprise level by our chief operating decisiorkera

Corporate Information

We were incorporated in the state of Delaware o Jut, 2005. The address of our principal execuffiees is 2071 Stierlin Court, Mountain
View, California 94043, and our telephone numbd&6&0) 943-2800. Our website addresgngw.completegenomics.corVe do not
incorporate the information on, or that can be ased through, our website into this Annual Report.

Available Information

We make available free of charge on our websiteaonual reports on Form 10-K, quarterly report$-orm 10-Q, current reports on Form 8-
K, and all amendments to those reports as soosaasmably practicable after such material is edeatally filed with or furnished to the SEC.
In addition, copies of our annual reports are add free of charge upon written request. The SIE€ maintains an Internet site that contains
reports, proxy and information statements, andratifermation regarding issuers that file electoatiy with the SEC. The address of that site

is www.sec.gov
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ITEM 1A. RISK FACTORS

Investing in our common stock involves a high degrferisk. You should carefully consider the ridkscribed below and the other informat
in this Annual Report on Form 1K- If any of such risks actually occur, our busmesperating results or financial condition could adversel
affected. In those cases, the trading price ofammmon stock could decline and you may lose gikor of your investment.

Risks Related to Our Limited Operating History, Financial Condition and Capital Requirements

We are an early, commercial-stage company and havienited operating history, which may make it ditilt to evaluate our current
business and predict our future performance.

We are an early, commercial-stage company and &éiwdted operating history. We were incorporated®elaware in June 2005 and began
operations in March 2006. From March 2006 until 12809, our operations focused on research and @ewent of our DNA sequencing
technology platform. Our revenue for the years dridecember 31, 2011, 2010 and 2009 from the sab@fienome sequencing services v
$19.3 million, $9.4 million and $0.6 million, regpively. Our limited operating history, particubath light of our novel, serviceased busine:
model in the rapidly evolving genome sequencingigty, may make it difficult to evaluate our cutrbnsiness and predict our future
performance. Our lack of a long operating histaryd especially our very short history as a revegererating company, make any assessment
of our profitability or prediction about our futuseiccess or viability subject to significant unaarty. We have encountered and will continu
encounter risks and difficulties frequently expeded by early, commerciatage companies in rapidly evolving industriesvéfdo not addre:
these risks successfully, our business will suffer.

We will require substantial additional funding anchay be unable to raise capital when needed, whiohld force us to delay, reduce or
cancel certain business objectives or we may behl@&o continue as a going concern.

Our future capital requirements will be substanpalrticularly as we further develop our businespand the sample preparation, sequencing
and computing capacities in our Mountain View aadt& Clara, California leased facilities and essaldatellite genome sequencing centers.
Historically, we have financed our operations tlyloprivate placements of preferred stock, conviertilebt, borrowings under our credit
facility, secured debt and through public offerimg®ur common stock.

We believe that, based on our current level of afp@ns and anticipated growth, our cash and caslvagnt and short-term investment
balances, including interest income we earn onettbadances, will not be sufficient to meet our@ptted cash requirements for the twelve
months beyond the December 31, 2011 balance sDeetequirement for additional funding to execute lbusiness objectives beyond this
period gives rise to substantial doubt as to oilityho continue as a going concern. We intendeek additional funding through public sales
of our equity securities, collaborations and/oreottrategic transactions.

We may not be able to raise sufficient additiomadricing on terms that are acceptable, if at d@lle@ the risks associated with our business,
including our limited operating history and our nbusiness model in an emerging industry, and rediffitulties for life sciences companies
raising funds in the capital markets, we may beblento raise additional capital in the amounts aauire, if at all. In addition, if future
financings involve the issuance of equity secwsijt@ur existing stockholders would suffer dilutiéfwe fail to raise sufficient funds and
continue to incur losses, our ability to operate lmusiness, take advantage of strategic opporesniturther develop and enhance our
technology or otherwise respond to competitive guess could significantly suffer. If this happews, may be forced to:

» slow the commercialization of our servic
» delay or terminate research or development progr
» slow or halt the establishment of satellite gen@@guencing center
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» seek to obtain funds through collaborative anchlsoeg arrangements, which may require us to reiglgcommercial rights or gra
licenses on terms that are not favorable to u

e curtail or cease operatior
The amount of additional capital and timing at Wiwee require the additional capital necessary ta four operations and expand our business
depends on many factors, including:

» the financial success of our genome sequencingéss

» our ability to increase the sample preparationusaqging and computing capacities in our MountaieWwand Santa Clara leas
facilities;

» the average selling price per genome at which wehle to sell our whole genome sequencing sem

» the rate at which we establish satellite genomeeseging centers, if any, and whether we can finthlle partners to establish st
centers, if at all

» whether we are successful in obtaining payments ftostomers

» whether we can enter into collaborations or estatdi recurring customer ba:

» the progress and scope of our research and devetdprojects

» the effect of any joint ventures or acquisition®otfer businesses or technologies that we may &riteor make in the future
» the filing, prosecution and enforcement of patéaings; anc

» the costs associated with lawsuits brought again$ly third parties, including our current litigatiwith lllumina, Inc.

We have a history of losses, and we may not ach@vsustain profitability in the future, on a quaetrly or annual basis.

We have not been profitable in any annual or qugrperiod since we were formed. We incurred nesés of $72.3 million, $57.7 million and
$35.9 million for the years ended December 31, 22010 and 2009, respectively. As of December 8112our accumulated deficit was
$211.2 million. Based on our current operating pland assumptions, we do not expect to achievéabiity on an annual basis in the near
future. In addition, we expect our cash expendguoeremain significant in the near term, includexgpenditures for the expansion of our
sample preparation, sequencing and computing dépehiresearch and development, sales and magkatid general and administrative
expenses. We may encounter unforeseen difficult@splications and delays in our existing sequemn&cility or establishing satellite
genome sequencing centers and other unforeseemsdlcat require additional expenditures. Theséscasnong other factors, have had and
will continue to have an adverse effect on our waglcapital and stockholders’ equity. We will haeegenerate and sustain substantially
increased revenue to achieve and maintain prdiitigbivhich we may never do. If we are unable tbiage and then maintain profitability, the
market value of our common stock will decline.

Our operating results may fluctuate in the futurés a result, we may fail to meet or exceed the etggons of research analysts or
investors, which could cause our stock price to litee.

Our financial condition and operating results magtiiate from quarter to quarter and year to yedhé future due to a variety of factors, m
of which are beyond our control. Factors relatingtr business that may contribute to these fldios include the following, as well as other
factors described elsewhere in this Annual Report:

» our ability to achieve profitability
» our need for and ability to obtain the capital reseey to operate and expand our busir
» the timing of our receipt of customer samp
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» the size and frequency of customer ord

» our ability to lower the average cost per genonag We sequenct

» the average selling price we charge our custonuerseiquencing genome

» the presence or absence in a specific quarterebomore new large orde

« our ability to expand our sample preparation, saqing and computing operatior
» the demand for the sequencing of complete humaaorges;

» the existence and extent of government fundingdeearch and development relating to genome seungg
» the emergence of alternative genome sequencingdémies;

» risks associated with expanding our business imtermational market:

* our dependence on sin-source suppliers

» our ability to manage our growt

» our ability to successfully partner with other messes in joint ventures or collaborations, orgrate any businesses we n
acquire with our busines

e our dependence on, and our need to attract and,rkéy management and qualified sales persol

» our ability to obtain, protect and enforce our lietetual property rights and avoid infringing threellectual property rights of othe
» our ability to prevent the theft or misappropriatiof our knov-how or technologies

» lawsuits brought against us by third part

* business interruptions, such as earthquakes aed dtural disaster

* public concerns about the ethical, legal and sataterns related to the use of genetic informa

« our ability to comply with current laws and regidats and new or expanded regulatory schel

» our ability to properly handle and dispose of hdrnas materials used in our business and biologiaate; anc

» our ability to use our net operating loss carryfargs to offset future taxable incon

Due to the various factors mentioned above, andrstlthe results of any prior quarterly or annualqas are not necessarily indicative of our
future operating performance.

Our independent registered public accounting firmag included an explanatory paragraph relating to oability to continue as a going
concern in its report on our audited financial staments included in this Annual Report.

The report from our independent registered puldgoanting firm for the year ended December 31, Z6tlldes an explanatory paragraph
stating that our recurring losses from operatiors significant negative cash flow from operatioase substantial doubt about our ability to
continue as a going concern. If we are unable taiolsufficient funding, our business, financiahddion and results of operations will be
materially and adversely affected and we may bélena continue as a going concern. If we are wnabtontinue as a going concern, we 1
have to liquidate our assets and may receive hessthe value at which those assets are carri@diooonsolidated financial statements, and it
is likely that investors will lose all or a part thieir investment. If we seek additional financtodgund our business activities in the future and
there remains doubt about our ability to contins@ @oing concern, investors or other financingseaimay be unwilling to provide additional
funding on commercially reasonable terms or at all.
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Risks Related to Our Business

Our only source of revenue is our human genome seqging service, which is a new business model ineamerging industry, and failure to
achieve market acceptance will harm our business.

Since our inception, all of our efforts have beecuksed on the creation of a technology platformofarhuman genome sequencing service,
which we commercialized in May 2010. We expectdograte all of our revenue from our human genormgeeseing service for the
foreseeable future. As a result, market acceptahoar human genome sequencing service is criticalir future success.

Providing genome sequencing as a service is a ndwi@proven business model in a relatively newrapdlly evolving industry. We are usi
proprietary technology, involving multiple scieitiind engineering disciplines, and a novel sermoelel to bring complete human genome
sequencing to an unproven market. We incur corslderesearch and development and general and isthaiive expenses in providing our
services to our customers and, hence, our revenilldgave to grow many fold before we can achievefipability.

Historically, companies in this industry have ssétjuencing instruments directly to customers, badttistomer performs the sequencing it
We do not know if the purchasers and users of sexjug instruments will adopt our service model. Example, many potential customers
want to sequence human genomes for proprietaryesttight may lead to discoveries which they woeleksto exploit, either commercially or
through the publication of scientific literaturec@ordingly, these potential customers may haveifsignt reservations about allowing a third
party to control the sequencing processes for firejprietary studies. Alternatively, other potehtiastomers may want to sequence only
portions of human genomes, such as exomes, réthiecomplete human genomes. There are many reasgnsur services might not become
widely adopted, ranging from logistical or qualfisoblems to a failure by our sales force to engagential customers, and including the other
reasons stated in this “Risk Factors” section. Assalt, our genome sequencing service may noeegelsufficient market acceptance to allow
us to become profitable.

Our success depends on the growth of markets foalgisis of genetic variation and biological functiomnd the shift of these markets to
whole human genome sequencing.

We are currently targeting customers for our gensatgiencing service in academic centers, medisaareh centers, government research
institutions, biopharmaceutical companies and hezte organizations. Our customers are usingenice for small- and large-scale human
genome studies for a wide variety of diagnostic disdovery applications. These markets are neweamerging, and they may not develop as
quickly as we anticipate, or reach their full pdieh Our success depends on the demand of whal@higenome sequencing increasing
substantially from its current levels. The devel@niof the market for whole human genome sequeraridggthe success of our service depend
in part on the following factors:

» demand by researchers for whole human genome seqge

» the usefulness of genomic data in preventing, ifléng or treating diseast

» the ability of our customers to successfully analfizee genomic data we provic

» the ability of researchers to convert genomic dattamedically valuable informatiol

» the capacity and scalability of the hardware stere@mponents necessary to store, manage, backaip, #ed safeguard genon
data; anc

» the development of software tools, such as biomédics systems, to efficiently search, correlat# manage genomic data to assist
our customers in effectively analyzing the genodata we provide

For instance, demand for our genome sequenciniceanay decrease if researchers are unable taigélscuse and ultimately analyze the
large amounts of genomic data from a whole humaome or if they fail to find meaningful correlat®between genetic variation and disease
susceptibility through whole human genome studire§ebruary 2012, our Genomic Discovery Partneogfam was launched to facilitate the
analysis of large amounts of genomic data. Thigganm is a partnership with other analysis softwaoviders whose
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analysis tools are compatible with our analysidstod/e cannot be certain this program will be sgsfid. In addition, factors affecting resea
and development spending generally, such as chamdjes regulatory environment affecting biopharmaal and other healthcare
organizations and changes in government prograatptbvide funding to companies and research utgtits, could harm our business. If our
target markets do not develop in a timely mannemahd for our service may grow at a slower rata tha expect, or may fall, and we may
achieve profitability.

To date, relatively few whole human genomes hawn sequenced, in large part due to the high cdargé-scale sequencing. Our business
plan assumes that the demand for sequencing whatam genomes will increase significantly as the obs/hole human genome sequencing
decreases. This assumption may prove to be indpmethe increase in demand may take significamthye time than we anticipate. For
example, potential customers may not think our oedtictions are sufficient to permit or justifydarscale sequencing. Moreover, some
companies and institutions have focused on sequgnaigeted areas of the genome that are believed primarily associated with disorders
and diseases, as opposed to the entire genome.nddoresequencing whole human genomes may notaser# these targeted sequencing
strategies, such as exome sequencing, where skhegfiens containing key portions of genes are eecgd, prove to be more cost effective or
are viewed as a more efficient method of genetédyais than whole human genome sequencing. Simma@sequencing is significantly less
expensive than the sequencing of an entire humaonge, customers, including those with limited budgmay choose to sequence exomes
instead of whole human genomes.

We must significantly increase our production caphties in order to achieve profitability.

We have very limited experience in running a conuiadiscale production facility. We have only ongsencing facility, which at present has
the capacity to sequence approximately 1,000 campleman genomes per month. This capacity is sigmifly less than what would be
required to achieve profitability. Our businesshpésgsumes that we will be able to increase ouraigpaultiple fold.

We plan to increase the capacity of our sequenfeicitity by increasing our sample preparation céyaapgrading our existing sequencers,
installing additional sequencers, improving outwafe and designing and installing newer generatafrsequencing instruments that are
currently under research and development. We nsyanstruct satellite genome sequencing centeéreibnited States and elsewhere in the
future. We may encounter difficulties in expandg sequencing infrastructure, and we may not kasild improve this infrastructure in time
to meet the volume, quality or timing requirememtsessary to be successful. Manufacturing and gupyallity issues may arise, including
issues due to third parties who provide the comptaef our technology platform. We are designingmext generation of sequencers that are
targeted to be faster than our current sequendézsnay experience technical difficulties that mayse substantial delays and as a result
hamper our efforts to achieve a significant incegasour capacity. As our sequencing capacity ardahd for our sequencing services
increases, we will be required to scale up our $ampd library preparation capacity. We encountel@dys and difficulties in scaling up our
sample and library preparation capacity in the sddwmlf of 2011. We may also encounter delays fficdities in our future sample and library
expansion efforts. Generally, implementing improeais to our sequencing technology may involve fitarit changes that may result in
delays, or may not achieve expected results. Famele, we are experimenting with increasing thesdgmof DNBs on our DNA arrays. These
experiments may be unsuccessful and may not leBghsible technological improvements that increbeecapacity or reduce the costs of our
sequencing services. If capacity or cost limitagipnevent us from meeting our customers’ expectatizve will lose revenue and our potential
customers may take their business to our competitor

Our need to increase capacity may require us toagiegour machines to enhance our current produptiocess. This may render our current
machines obsolete sooner than anticipated. Ifatdsirs, the value of these machines could be imgand we may need to write down the
value of this equipment, which could have a makémpact on our financial statements.
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Reduction or delay in research and development betdgand government funding may adversely impact sales.

We expect that for the foreseeable future, ourmaeewill be derived primarily from selling our gane sequencing service to a relatively small
number of academic, governmental and other reséastitutions, as well as biopharmaceutical andtheare organizations. Our revenue may

decline substantially due to reductions and dellayssearch and development expenditures by thesteroers, which depend, in part, on their

budgets and the availability of government fundifgctors that could affect the spending levelsusfaustomers include:

» weakness in the global economy and changing madgetitions that affect our custome

» changes in the extent to which the pharmaceutitdlife science industry may use genetic infornmaiad genetic testing as a
methodology for drug discovery and developm

» changes in government programs that provide funttirgpmpanies and research institutic

» changes in the regulatory environment affectingph@maceutical and life science companies and resa@ad medical institution
* impact of consolidation within the biopharmacedutiad life science industry; ar

» cos-reduction initiatives of customel

Also, government funding of research and developrisesubject to the political process, which isardmtly unpredictable. Any reduction in
funding of life science research and developmeiatetety surrounding the approval of government btigggposals may cause our customel
delay or forgo purchases of our services. For exanncertainty regarding the size of the U.S. gonreent's 2012 -2013 budget for the
National Institute of Health, or NIH, and relategkacies may cause our customers to slow or delaghpses of our services. In addition, i
unclear what will happen to demand for our servafésr the stimulus funds provided to NIH pursu@nthe American Recovery and
Reinvestment Act of 2009 have been allocated altyl$pent. A reduction or delay in demand for oervice will adversely affect our ability -
achieve profitability.

The presence or absence in a specific quarter o @m more new large orders, our ability to processlers or the cancellation of previous
orders, may cause our results of operations andldag to fluctuate significantly on a quarterly basi

Since beginning commercial operations, we havelvedgpurchase orders or contracts from a growirtdiimited number of customers each
quarter. Historically, the size of each purchaskephas fluctuated between a few genomes and neultimdreds of genomes. As a result, the
presence or absence in a specific quarter of ongoe new large orders, delays in our ability togass large orders or the cancellation of
previous orders, combined with our uncertain seyete and changes in the variables that influemeeersion of orders into revenue, may
cause our results of operations and our backldlgittuate on a quarterly basis. These fluctuatimag be significant from one quarter to the
next. In addition, our limited commercial histonydathe characteristic of our quarterly orders miakery difficult to predict or forecast our
future operating results and backlog.

If we are not successful in reducing the averagestof our sequencing service, demand for our seegicas well as our ability to achie’
profitability, will suffer.

Our ability to expand our customer base dependglaion our ability to reduce the average cosegugncing a human genome. For example,
certain academic or government-sponsored reseagelmiaations may forgo or delay whole genome-wideiss based on the cost required to
sequence complete human genomes, in favor of kgrexpensive studies, including targeted seqogrstrategies such as exome sequen
Additionally, certain of our target customers magide it is more cost-effective to purchase sedugnastruments from a competitor than
contract for our sequencing service or may chooseitsource their sequencing projects to anotheicgeprovider. To compete effectively

with competitors who sell and market sequencingumsents or provide sequencing services, our semigst provide cost advantages, sup:
quality and time savings.
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In addition, we have significantly reduced the grid our complete human genome sequencing servieshe past few quarters. This
reduction in price has been driven in part by catitige pricing pressure as well as increased osilags from our customers. As our
competitors reduce the price of their sequencimgices, or as new competitors enter the markekpaed their business model to include
sequencing services, we expect increased priciegspre, which may force us to decrease the prioarojenome sequencing service. Our
gross profit and operating results will suffer i&\are unable to offset any reductions in our primeseductions in our costs through developing
new or enhanced technologies or methods, or incigasir sales volumes.

We face significant competition. Our failure to cqmete effectively could adversely affect our salesl aesults of operations.

We currently compete with companies that develaggnufacture and market genome sequencing instruroept®vide genome sequencing
services. We expect competition to increase asompetitors develop new, improved or cheaper insnis or expand their businesses to
include sequencing services, and as new companiestbe market with innovative technologies.

The market for genome sequencing technology islyigbmpetitive and is served by several large camgsawith significant market shares.
For example, established companies such as Illurhiea Life Technologies Corporation and Rocheddiastics Corporation are marketing
instruments for genetic sequencing that are diyextmpetitive with our services, and these comah#ve significantly greater financial,
technical, marketing and other resources than we dovest in new technologies and have substainti@llectual property portfolios and
substantial experience in product development agdlatory expertise. Also, many other companiesh st NABsys, Inc., Oxford Nanopore
Technologies, Ltd., Pacific Biosciences, Inc. aedkih Elmer Corporation, are developing sequentitnologies or services that would
compete with ours. Moreover, large established aorigs may acquire smaller companies with emergiolrologies and use their extensive
resources to develop and commercialize such teogied or incorporate such technologies into theitruments and services. For example, in
2010, Life Technologies acquired lon Torrent Systeimc., a chip-based sequencing technology commard/recently announced that the
sequencing platform acquired from lon Torrent mayable to sequence a genome for $1,000 in lessotiday by the end of 2012.

In addition, many research, academic and otherpmofit institutions are pursuing new sequencingtexdogies. These institutions often have
access to significant government and other fundiog.example, BGI (formerly known as Beijing Genominstitute) in the People’s Republic
of China offers a service that is similar to ouns & funded by the government of China. In thetéthiStates, agencies such as the National
Human Genome Research Institute provide fundiriggiitutions to discover new sequencing technol&g.may compete directly with these
institutions, or these institutions may licensertiechnologies to third parties with whom we woulzmpete.

While many of our existing competitors primarilflsequencing instruments, they may also providpisacing services like us. Since these
competitors have already developed their own sejogriechnology, they will not experience signifitdéechnological barriers to entry and
likely enter the sequencing services market fajdickly and with little additional cost. For exaraplllumina began providing whole genome
sequencing services in-house and through its Ihan@enome Network in mid-2010, and Life Technoledias announced a collaboration to
build a genome sequencing facility. Recently, llinareported that its outsourced sequencing busisggaining traction and that it sequenced
over 900 genomes for its customers in the fourtrign of 2011. Furthermore, many of these instruate&n companies have already
established a significant market presence, hage leash balances and/or positive balances fromabgient businesses, and are trusted by
customers in the industry. As established instruatem companies enter the sequencing servicesanarlany potential customers may
purchase sequencing services from these compausiesd of us, even if we offer superior technolagg services.
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Our order backlog may never be completed, and wey maver earn revenue on backlogged contracts tausege genomes. In addition, the
timing of the conversion of our order backlog intevenue is dependent on the timing of receipt ofrgdes from our customers.

As of December 31, 2011, we had a backlog of orfitgrsequencing approximately 5,800 genomes, wivielbelieve could contribute
approximately $28.0 million toward revenue over tiext 12 months. This figure represents the nurobgenomes for which customers have
placed sequencing orders that we believe are firthfar which we have not yet recognized revenue.nvélg not be able to convert order
backlog into revenue at the rate or times we gudte, or at all. Consequently, the order backlogepert in this Form 10-K and elsewhere
from time to time may not be indicative of futuesenue.

We may fail to complete backlog orders as we exferanany reasons. We may experience sequenciagsiet customers may be delayed in
providing samples for sequencing or might canceérs. We are in the early stages of scaling ugservices, and while we have been
increasing our throughput capacity rapidly, we hiawvihe past experienced growing backlog due toimalsility to keep pace with new orders,
operational challenges in implementing new equipraed procedures, delays in processing ordersrasdme cases due to lack of timely
arrival of samples. Delays in sequencing for latkapacity, lack of samples, or for any other re@asould cause backlog orders to be cancelled
by customers, which has happened to us at least &@ven with sufficient throughput capacity, we aoé always in control of the rate at which
we complete orders and therefore convert backlagwenue. For example, customers often place figars with us before providing us with
genomic samples, delaying our start of the sequgrmiocess by weeks or months. A delay in receigamgples, particularly from a large

order, may cause our results of operations todhtet significantly from one quarter to the nextdaidnally, once we receive a customer’s
samples, we test them to assure that they ardfifisnt quality and quantity for sequencing. I6ample fails this test, we contact the customer
and request additional samples, resulting in furtleday. Also, customers may negotiate a periothoé, measured in weeks or in some cases
months, to accept or reject our sequencing repode delivered. Customer acceptance in these iredds a prerequisite for recording revenue
for those orders. For these reasons, you shouldawgen in adopting changes in, or the absolutewarhof, our backlog as a proxy for market
acceptance of our sequencing services or as atatodiof future revenue.

The emergence of competitive genome sequencingneldgies may harm our business.

The success of our genome sequencing servicedepénd, in part, on our ability to continue to erdeathe performance and decrease the cos
of our genome sequencing technology. A number nbgee sequencing technologies exist, and new metodiémprovement to existing
methods are currently being developed, includinhrielogy platforms developed by companies that xpeet will directly compete with us as
providers of sequencing services or instrumentesémew technologies may result in faster, moreefésctive and more accurate sequencing
methods than ours. For example, our sequencingiédatly does not currently cover all of the nucldes in the genome. If competitive
technologies emerge that sequence portions ofgherge that our technology does not, our businadsl soffer if those portions contain
important genomic information. We expect to facepetition from emerging companies, including NABs@xford Nanopore Technologies
and Pacific Biosciences. As a result of the emargaf these competitive sequencing technologiesade for our service may decline or

never develop sufficiently to sustain our operagion

Our industry is rapidly changing, with emerging aatinually evolving technologies that increase éffficiency and reduce the cost of
sequencing genomes. As new technologies emergeelieye that the cost and error rates of, andithe tequired to, sequence human
genomes will eventually decrease to a level whemetition in the industry will shift to other faes, such as providing related services and
analytical technologies. We may not be able to tadgirany technological advantage over these neweseing technologies, and if we fail to
compete effectively on other factors relevant to@istomers, our business will suffer.
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Our genome sequencing technology platform was degetl for human DNA and is not currently optimized sequence non-human DNA.

Our technology platform was developed and has beémized for sequencing human DNA, and we do ntarid to sequence non-human
DNA. We face significant competition from estabbshcompanies who sell genome sequencing instrurtfettsan sequence both human and
non-human DNA. Many of the academic and researsfitutions that are our target customers conductiss on both human and non-human
DNA. Prospective customers may choose to purchepgesicing instruments from a competitor becauskedf broader sequencing applicat
Our competitors may also choose to provide sequgrearvices for non-human DNA. As a result, theasy mot be sufficient demand for our
human genome sequencing service, which will harmbasiness.

We depend on a limited number of suppliers, incladisingle-source suppliers, of various critical cgmnents for our sequencing process.
The loss of these suppliers, or their failure topply us with the necessary components on a timelgig, could cause delays in the current
and future capacity of our sequencing center andvadsely affect our business.

We depend on a limited number of suppliers, inegigdiome single-source suppliers, of various ctitoaponents for our sequencing process.
We do not have long-term contracts with our supplag service providers. Because we do not havg-term contracts, our suppliers generally
are not required to provide us with any guarantegdmum production levels. As a result, we may b@@able to obtain sufficient quantities of
critical components in the future.

Although alternative suppliers exist for each df thitical components of our sequencing procesd,ffocess has been designed around the
functions, limitations, features and specificatiofishe components that we currently utilize. Peairaple, the cameras in our sequencers are
supplied by Hamamatsu Photonics and the opticapewnt is supplied by Carl Zeiss, Inc. A failuredither or both of these companies to
supply these components would require us to integifternative cameras and optical equipment, atehgially integrate other components,
into future sequencing instruments. If we are regflito integrate new components into future segersneve would experience a delay in the
deployment of these sequencers, and, as a resukfforts to expand our sequencing capacity wbeldielayed.

A delay or interruption by our suppliers may alsorh our business. For example, the wafers that dsmphe base of our sample slide are
fabricated by SVTC Technologies, L.L.C. We haveyeitqualified an alternative source for the supylyhese wafers, which are critical to -
sequencing process, and the custom manner in whedle wafers are made may make it difficult to ifuakher semiconductor suppliers to
manufacture them for us. Similarly, an interruptafrservices by Amazon Web Services, on whom wetmeteliver finished genomic data to
our customers, would result in our customers ncikéng their data on time.

In addition, the lead time needed to establisHaiomship with a new supplier can be lengthy, admay experience delays in meeting
demand in the event we must switch to a new supfilee time and effort to qualify a new supplieultbresult in additional costs, diversion of
resources or reduced manufacturing yields, anyroélmwould negatively impact our operating resulsr dependence on single-source
suppliers exposes us to numerous risks, includieddllowing:

« our suppliers may cease or reduce production aveteds, raise prices or renegotiate ter

» delays by our suppliers could significantly limitreability to sequence customer data and delayfiarts to increase our
sequencing capacit

* we may be unable to locate a suitable replacenmeatoeptable terms or on a timely basis, if atealy

» delays caused by supply issues may harm our réputétustrate our customers and cause them tottuour competitors for future
projects.
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If our Mountain View genome sequencing facility bemes inoperable, we will be unable to perform owngme sequencing services a
our business will be harmed.

We currently do not have redundant sequencingitiasilon a scale that could support our businessp@fform all of our commercial genome
sequencing in our facility located in Mountain Vie@alifornia. Mountain View is situated on or nearthquake fault lines. Our facility, the
equipment we use to perform our sequencing sereigdour other business process systems are ¢ostplace and could require substantial
time to repair or replace. The facility may be hadhor rendered inoperable by natural or man-maskestérs, including earthquakes, wildfires,
floods, acts of terrorism or other criminal actizd, infectious disease outbreaks and power outadesh may render it difficult or impossible
for us to sequence genomes for some period of timaddition, these events may temporarily interayr ability to receive samples from our
customers or materials from our suppliers and coess to our various systems necessary to oparatmisiness. The inability to perform our
sequencing service would result in the loss ofamsts and harm our reputation. We do not currdrglye insurance coverage for damage
arising from an earthquake. Our insurance coveatargage to our property may not be sufficient toecall of our potential losses and will not
cover us in the event of an earthquake, and magordinue to be available to us on acceptable teomat all.

Failure to achieve expected sequencing processdgiebr variability in our sequencing process yiel@®uld harm our operating results and
damage our reputation.

Our sequencing process, like any other commercikgroduction process, is not flawless. For exagqur DNBs may not adhere to all of
the “sticky” spots on the surface of the siliconfeva we use to sequence DNA, or parts of the waifeng be unreadable. We refer to the
efficiency of our sequencing process as its yi€lte sequencing process yields we achieve depetiteatesign and operation of our
sequencing process, which uses a number of coraplégsophisticated biochemical, informatics, optarad mechanical processes, many of
which are highly sensitive to external factors. dperational or technology failure in one of thesmplex processes or fluctuations in external
variables may result in sequencing processing yitildt are lower than we anticipate or that vatywben sequencing runs. In addition, we are
regularly evaluating and refining our sequencinacpss. These refinements may initially result iantitipated issues that further reduce our
sequencing process yields or increase the vatiyabiliour sequencing yields. Low sequencing yietdshigher than anticipated variability,
increases total sequencing costs and reduces thieanof genomes we can sequence in a given timedpevhich can cause variability in our
operating results and damage our reputation.

We may have to resequence genomes due to containmaf DNA samples or other failures in the sequeng process.

In the past, we have had to resequence variousygesamples as a result of contamination or othilerrés in the sample preparation and
library construction process. The sequencing piBighly sensitive, and the presence of anyidarsubstances or variances in external
factors, such as heat or moisture, during the patioan of the slide samples can corrupt the resiltee sequencing process. The quality of our
sequencing runs may also vary for other reasonsvéAsontinue to refine the efficiency of our seqeirg process, we may modify the
protocols in various stages of the sequencing pxaghich may have unintended consequences regjuisito further modify the protocols
and/or resequence genomes samples. Resequenaimngsegflditional expense, time and capacity analydehe delivery of data and the
recognition of revenue from the service. Sampleg beacontaminated in the future or the quality of sequencing results may vary, which
may damage our reputation and decrease the dermandrfservice.

Mishandling or switching of DNA samples or genomiata may harm our reputation and result in litigath against us

We may unintentionally mishandle DNA samples. Bareple, if customer samples or sequencing restdtswitched, our customers would
receive the wrong sequencing data, which could kaymficant consequences, particularly if thatadatused to diagnose or treat disease.
Mishandling customer samples or data could ledds® of current or future business, harm our rautand result in litigation against us.
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Ethical, legal and social concerns related to theeauof genetic information could reduce demand farrggenome sequencing service

Our genome sequencing services are intended titdeeiarge-scale human genome studies for a wadiety of diagnostic and discovery
applications. However, genetic testing has raigbita, legal and social issues regarding privany the appropriate uses of the resulting
information. Governmental authorities could, focisbor other purposes, limit or regulate the usgametic testing or prohibit testing for
genetic predisposition to certain conditions, pattrly for those that have no known cure. Simjlathese concerns may lead individuals to
refuse to use genetics tests even if permissible.

In addition, we do not control how our customers tiee genomic data we provide. In most cases, wetknow the identity of the individua
whose DNA we sequence, the reason why their DN#eiag sequenced or the intended use of the gerdetdcwe provide. If our customers
use our services or the resulting genomic datapomasibly or in violation of legal restrictions,raeputation could be harmed and litigation
may be brought against us.

Ethical and social concerns may also influence drfd. foreign patent offices and courts with regargatent protection for technology relev
to our business. These and other ethical, legakanil concerns may limit market acceptance otteciinology for certain applications or
reduce the potential markets for our technologyegiof which could have an adverse effect on ausirtess, financial condition or results of
operations.

We use biological and hazardous materials that rgguconsiderable expertise and expense for handlistprage and disposal and may
result in claims against us.

We work with materials, including chemicals, bidkeg agents and compounds and DNA samples thatidmihazardous to human health and
safety or the environment. Our operations also yecechazardous and biological waste products. Fed¢asge and local laws and regulations
govern the use, generation, manufacture, storagelling and disposal of these materials and waS@sipliance with applicable
environmental laws and regulations is expensive,amrent or future environmental laws and regategimay restrict our operations. If we do
not comply with applicable regulations, we may bbjsct to fines and penalties.

In addition, we cannot eliminate the risk of acaid injury or contamination from these materialsvastes. While our property insurance
policy provides limited coverage in the event ofitzonination from hazardous and biological prodactd the resulting cleanup costs, we do
not currently have any additional insurance coverfag legal liability for claims arising from theahdling, storage or disposal of hazardous
materials. Further, our general liability insuramacel workers’ compensation insurance policies daaeer damages and fines arising from
biological or hazardous waste exposure or contaimimaAccordingly, in the event of contaminationinjury, we could be liable for damages
or penalized with fines in an amount exceedingreaources and our operations could be suspendatiemvise adversely affected.

We have limited selling and marketing resources amdy be unable to successfully commercialize ounfan genome sequencing service.

To grow our business as planned, we must expandabes, marketing and customer support capabiliesmay be unable to attract, retain
and manage the specialized workforce necessargitongarket acceptance and successfully commereializ services. In addition, developing
these functions is time consuming and expensive.

The sale of genome sequencing services involvesisixte knowledge about genomic research and seigqgeiechnology, including the
sequencing technology of our competitors. To beass&ful, our sales force and related personnel beustchnically proficient in a variety of
disciplines. For example, many of our existing spégsons have a Ph.D. or other advanced degreteirant scientific fields. There are
relatively few people that have the necessary kadgé and qualifications to be successful salespgm@osupport personnel in our industry.
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In certain regions or markets, we may seek to pastith others to assist us with sales, marketimdy@stomer support functions. However,
may be unable to find appropriate third partiehwihom to enter into these arrangements. Furthernifoive do enter into these arrangements,
these third parties may not perform as expected.

Our software may incorrectly analyze the raw genamdiata produced by our sequencing equipment.

Our sequencing instruments generate raw genomécfoah various segments of the genome being seqdeiibis data must be arranged into
the correct order to reconstruct the original geicostructure of the sample. We have developed soéwalgorithms that facilitate this
reconstruction. However, these algorithms rely tatistical models that provide only relative assgr and not absolute assurance, that the
original genomic structure has been reconstructed.

In addition, the genomic data we provide our cusianincludes a comparison of the sequenced gengaiesa a reference genome to help
identify possible mutations or variations. Thisareince genome is designed to approximate a “stdhtdaman genome. However, this
approximation may not be accurate. If the algorigtwe use to reconstruct genomic data incorrectgnstruct the sequenced genome, or if
reference genome is significantly flawed, the geicatiata we deliver could be inaccurate and oglittt no use to our customers.

An inability to manage our planned growth or expans of our operations could adversely affect our ¢iness, financial condition or result
of operations.

Our business has grown rapidly, and we expecigtioith to continue as we expand our sequencingcitgp&or example, we had three
employees at the end of 2005 and 255 employeeksRascember 31, 2011. The rapid expansion of ouinegs and addition of new personnel
may place a strain on our management and operatigsigms. To effectively manage our operationsgoa/th, we must continue to expend
funds to enhance our operational, financial andagament controls, reporting systems and procedura¢o attract and retain sufficient
numbers of talented employees. If we are unabéxpand our genome sequencing capacity and impleim@nbvements to our control
systems efficiently and quickly, or if we encoundeficiencies in existing systems and controlsp tive will not be able to successfully expand
the commercialization of our services. In additiorenhancing our sequencing capacity, our futueraimg results will depend on our
management’s ability to:

* implement and improve our sales, marketing andocuist support programs and our research and develapefforts;
» enhance our operational and financial control syst

* expand, train and manage our employee t

* manage the operating expenses of our business expaed

* integrate acquired businesses, if applicable;

» effectively address new issues related to our dr@stthey arise

We may not manage our expansion successfully, wdodid adversely affect our business, financialdition or results of operations.

If we expand our operations outside of the Unitethtes, we will face risks that may increase our ogténg costs.

We plan to expand our operations to include s&alienome sequencing centers outside of the USisigs. Because the laws of certain
countries currently prohibit the export of DNA, wl have to establish local facilities to accelssege markets and establish a presence in othe
markets. To date, we have not expanded our
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operations outside the United States. Operatingtémnational markets requires significant resosirmed management attention and will suk
us to regulatory, economic and political risks this different from those in the United States.d&se of our limited experience with
international operations, our international expangfforts may be unsuccessful. In addition, wé faide risks in doing business internation:
that could increase our operating costs, incluttigfollowing:

* economic conditions in various parts of the wo

* unexpected and more restrictive laws and regulatimeluding those laws governing ownership ofllatgual property, collectio
and use of personal information and other privamys@erations, hazardous materials and other eievimportant to our busines

* new and different sources of competiti

* multiple, conflicting and changing tax laws andukgions that may affect both our international dodhestic tax liabilities an
result in increased complexity and co:

» the difficulty of managing and staffing satellitergjpme sequencing centers and the increased tiafvatructure and legal
compliance costs associated with multiple inteorei locations

» difficulties in enforcing contracts and collectiagcounts receivable, especially in developing auest!
» fluctuations in exchange rates; ¢

» tariffs and trade barriers, import/export contratgl other regulatory or contractual limitationsoom ability to sell or develop our
services in certain foreign marke

The success of the expansion of our business atienally will depend, in part, on our ability toticipate and effectively manage these and
other risks associated with international operati@ur failure to manage any of these risks sué@gssould increase our operating costs.

We may experience delays or incur significant exgen in becoming certified under the Clinical Labdeay Improvement Amendments of
1988.

Although we are not currently subject to the Claticaboratory Improvement Amendment of 1988, or £lwe have recently initiated an
internal program to seek CLIA certification. CLI#hich extends federal oversight over clinical latories by requiring that they be certified
by the federal government or by a federally appdoaecreditation agency, is designed to ensureuhéty and reliability of clinical

laboratories by mandating specific standards iratieas of personnel qualifications, administratiod participation in proficiency testing,
patient test management, quality control, qual#susance and inspections. In order to receive &Ckttification, we will have to expend

time, money and effort to ensure that we meet gpdi@able quality and safety requirements, whicly miaert the attention of management and
disrupt our core business operations. In addiitamay take us longer and/or require us to spemsiderably more than planned resources to
achieve CLIA certification.

Because the market for genome sequencing is reltivnew and rapidly evolving, we may become subfectdditional future governmente
regulation, which may place additional cost and &ntburdens on our operations.

We are subject, both directly and indirectly, te #dverse impact of existing and potential futuweegnment regulation of our operations and
markets. The life sciences and pharmaceutical inégswhich are significant target markets for services, have historically been heavily
regulated. There are comprehensive federal anel Istas regarding matters such as the privacy éémpeinformation and research in genetic
engineering. For example, if we inadvertently disel private patient information in the course @iviting our sequencing services, we could
be prosecuted for violations of federal law.
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Legislative bodies or regulatory authorities maggtcadditional regulation that adversely affects market opportunities. They could also
extend existing regulations to cover our servi€es.example, medical diagnostic products may, deipgnon their intended use, be regulated
as medical devices by the Food and Drug Adminisimabr FDA, if they are:

» used in the diagnosis of disease or other condit
» used in the cure, mitigation, treatment or preventf disease; ¢
* intended to affect the structure or any functiothef body.

Medical devices generally cannot be marketed witfficat receiving clearance or approval (dependinghe regulatory pathway) from the
FDA. We do not believe that our sequencing servigescurrently subject to the FDA’s medical devieguirements because we do not intend
our services to be used for the diagnosis of desddswever, we cannot control how the genomic imfation we provide will be used by our
customers.

In addition, the FDA is focusing on our market, ethhas created uncertainty regarding the reguldémyscape. The FDA has recently taken
actions suggesting that it interprets the applieabgulations expansively to cover certain genaleigces and services, particularly those sold
directly to consumers. Since June 2010, the FDAskas numerous letters to certain companies imtlaiket, including 23andMe, Inc.,
deCODE Genetics, Knome, Inc., Navigenics, Inc. Rathway Genomics. In these letters, the FDA ndtatlit considers genetic tests mark
by these companies to be subject to FDA regulatiah accordingly, unapproved medical devices. Aaluttly, in March 2011, the FDA helc
public two-day meeting discussing the appropriatpitation of the direct-to-consumer genetic teBte FDA may extend this position to
services such as ours. In addition, the FDA maylémpnt new regulations that may be broad enouglver our operations. Changes to the
current regulatory framework, including the impmsitof new regulations, could arise anytime, andwasy be unable to obtain or maintain
FDA or comparable regulatory approval or cleardoc®ur services, if required. For example, the FIDAy impose restrictions on the types of
customers to which we can market and sell our sesvand the types of persons whose DNA we may sequélso, future legislation may
require that patients provide specific consentaeehtheir DNA sequenced. This could require outausrs to obtain new consents before they
can submit DNA samples to us for sequencing.

In any event, as we look to expand our businegsctade sequencing services intended to be usetthéadiagnosis of disease, we will likely
become subject to regulation by the FDA or othenparable agencies of other countries, which mayireagis to obtain regulatory approval or
clearance before we can market those services.

These regulatory approval processes may be exgersne-consuming and uncertain, and our failurelttain or comply with these approvals
or clearances could harm our business, financiadiiion or operating results.

Disruption to or failure of our data center or othreechnical systems may disrupt our business andrhaur operating results

We rely on our network infrastructure, data centengerprise applications and technology systemth&development and support of our
sequencing service, including the preparation,yaigbnd transmission of data from our sequenoémger, as well as for the internal operation
of our business. These systems are susceptibisrigtion or failure in the event of natural digastsuch as a major earthquake, fire, flood,
cyber-attack, terrorist attack, telecommunicatifailsire, power outage or other catastrophic eviéatther, our data center and our sequencing
facility, which houses certain of our technologgtgyns, are located near major earthquake faulssuptions to or the failure of our data center
or any of these technology systems, including #tevark connection between our Mountain View fagiind our data center, and the resulting
loss of critical data, could cause delays in thegmission and analysis of the sequencing dateepres from fulfilling our customers’ orders
and severely affect our ability to conduct normasibess operations.
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Our term loans contain restrictions that limit ouitexibility in operating our business.

In December 2010, we entered into two loan andrig@greements, replacing our existing creditlfaciln March 2011, we entered into a
new loan and security agreement for a term loarre@pdid and terminated one of the December 201€eaugnts with the proceeds from the
new term loan. Our term loans contain various canénthat limit our ability to engage in speciftggdes of transactions. These covenants limit
our ability to, among other things:

» sell, transfer, lease or dispose of our as:

» create, incur or assume additional indebtedr

e encumber or permit liens on certain of our ast

* make restricted payments, including paying dividead, repurchasing or making distributions withpeag to our common stoc
* make specified investments (including loans andhades)

» consolidate, merge, sell or otherwise disposelafradubstantially all of our assets; ¢

» enter into certain transactions with our affiliat

A breach of any of these covenants or a materigti@e change to our business could result in auttefader either or both of our term loans.
Upon the occurrence of an event of default undetenm loans, our lenders could elect to decldrarabunts outstanding to be immediately
due and payable and terminate all commitments tenexfurther credit. If we were unable to repaysthamounts, the lenders could proceed
against the collateral granted to them to secuch Buwebtedness. We have pledged substantialbf allir assets, other than our intellectual
property, as collateral under the term loans.

If we fail to retain the services of our key exeards or if we are unable to attract and retain dkill personnel, our ability to grow ot
business and our competitive position would be inmpé.

We believe our future success will depend in lggge upon our ability to attract, retain and mativhighly skilled personnel. In particular, we
depend highly on the contributions of Clifford Aeld, Ph.D., our President and Chief Executive @ffiand Radoje Drmanac, Ph.D., our C
Scientific Officer. The loss of either of these extves could make it more difficult to manage operations and research and development
activities, reduce our employee retention and rageand impair our ability to compete. If eithertloése key executives were to leave us
unexpectedly, we could face substantial difficuttyiring qualified successors and could experiemtass in productivity, both during the
search for, and integration of, any such successor.

Our research and development, operations and @atemarketing personnel represent a significargtasel serve as the source of our busi
strategy, scientific and technological innovatiamsl sales and marketing initiatives. As a resuit,saccess substantially depends on our al
to retain and attract personnel for all areas ofavganization. Competition for qualified personiseintense, and we may not be successful in
attracting and retaining qualified personnel omeely basis or on competitive terms, if at all.dddition, many qualified personnel are located
outside of Northern California, where we are lodatnd some qualified personnel that we may reanaif not be interested in relocating. If
are unable to attract and retain the necessargpmeeton a cost-effective basis, our ability tovgrmur business and our competitive position
would be impaired.

We may engage in joint ventures or acquisitions tltauld disrupt our business, cause dilution to ostiockholders, reduce our financial
resources and result in increased expenses.

In the future, we may enter into joint venturesoguire other businesses, products or technoloBesause we have not entered into any joint
ventures or made any acquisitions to date, ouitybd do so successfully is unproven. We may reoable to find suitable partners or
acquisition candidates, and we may not be ablertaptete such transactions on favorable terms,aflabr successfully integrate any acquired
business, products or technologies into our opmratilf we do enter into any joint ventures or ctetgacquisitions, we may not strengthen
competitive
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position or achieve our goals; alternatively thigaasactions may be viewed negatively by custormemsvestors. In addition, we may have
difficulty integrating personnel, technologies apkrations from acquired businesses and retaimdgreotivating key personnel from those
businesses. Joint ventures and acquisitions maypdisur ongoing operations, divert management fdaytoday responsibilities and increz
our expenses. Future acquisitions may reduce @lr aaailable for operations and other uses, anltlgesult in an increase in amortization
expense related to identifiable intangible asseqsiiged, potentially dilutive issuances of equigégsrities or the incurrence of debt. We cannot
predict the number, timing or size of future joientures or acquisitions, or the effect that arghduansactions might have on our operating
results.

We incur significant costs as a result of operatiag a public company, and our management devotdsstantial time to new compliance
initiatives. We may fail to comply with the rulekat apply to public companies, including section46f the Sarbanes-Oxley Act of 2002.

We have incurred and will continue to incur sigrafint legal, accounting and other expenses as &pahpany, including costs resulting fr
public company reporting obligations under the $ities Exchange Act of 1934, as amended, and régnkaregarding corporate governance
practices. The listing requirements of The NASDADRIaI Market require that we satisfy certain cogiergovernance requirements relatin
director independence, distributing annual andriimeeports, stockholder meetings, approvals artthgosoliciting proxies, conflicts of
interest and a code of conduct. Our managemenotinad personnel will need to devote a substantieduant of time to all of these
requirements. Moreover, the reporting requiremeantss and regulations will increase our legal inancial compliance costs and will make
some activities more time-consuming and costly.seheporting requirements, rules and regulatiomspled with the increase in potential
litigation exposure associated with being a pubtimpany, could make it more difficult for us toratt and retain qualified persons to serve on
our board of directors or board committees or teesas executive officers. In addition, the Sarlsa@eley Act of 2002, or Sarbanes-Oxley
Act, and the related rules of the Securities anchBrge Commission require that we maintain effedtiternal control over financial reporting
and disclosure controls and procedures. In padicolur management and independent registeredcpatiibunting firm are required to provide
a report on the effectiveness of our internal adraver financial reporting with our annual rep@s, required by Section 404 of the Sarbanes-
Oxley Act. During the course of our review anditegtwe may identify deficiencies and be unablestmediate them before we must provide
the required reports. We or our independent regidtpublic accounting firm may not be able to cadelon an ongoing basis that we have
effective internal control over financial reportjnghich could harm our operating results, causesitws to lose confidence in our reported
financial information and cause the trading pri€eur stock to fall.

Our compliance with Section 404 may require thaieair substantial expense and expend significartagement time on compliance-related
issues. Moreover, if we are unable to comply wlid tequirements of Section 404 in a timely manoeif, we or our independent registered
public accounting firm is unable to conclude that mternal control over financial reporting isetfive or otherwise identifies material
weaknesses in our internal control, the marketepofcour stock would likely decline and we coulddodject to sanctions or investigations by
NASDAQ, the Securities and Exchange Commissiortleeraregulatory authorities, which would requireigidnal financial and manageme
resources.

Our ability to use our net operating loss carryfoands to offset future taxable income may be subjectertain limitations.

In general, under Section 382 of the Internal ReesBode of 1986, as amended, or the Code, a cdigrothat undergoes an “ownership
change” is subject to limitations on its abilityuse its pre-change net operating loss carryforsyandNOLSs, to offset future taxable income. If
the Internal Revenue Service challenges our arsallgat our existing NOLs will not expire beforeligiition due to previous ownership
changes, our ability to use our NOLs could be kaliby Section 382 of the Code. Future changesristogk ownership, some of which are
outside of our control, could result in an ownepstiiange under Section 382 of the Code. Furthernoareability to use NOLs of companies
that we may acquire in the future may be subjetiitations. For these reasons, we may not be @blse a material portion of the NOLs
reflected on our balance sheet, even if we attaifitpbility.
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Unfavorable global economic conditions could advelgaffect our business, financial condition or reks of operations.

Our results of operations could be adversely adfétly general conditions in the global economyiartie global financial markets. The rec
global financial crisis caused extreme volatilitydadisruptions in the capital and credit marketse&ere or prolonged economic downturn,
such as the recent global financial crisis, coekllt in a variety of risks to our business, inahgd reductions or delays in planned research anc
development and other expenditures by our custooraitecreased funding of genomic research by govental entities. A weak or declining
economy could also put strain on our supplierssipbg resulting in supply disruption, or cause oustomers to delay making payments for
services. Any of the foregoing could harm our basm

Risks Related to Intellectual Property
We currently are, and could in the future be, subjeo litigation regarding patent and other proptigry rights that could harm our business.

Our commercial success depends in part on nohgifrg patents and proprietary rights of third pegtiOn August 3, 2010, Illumina, Inc. and
Solexa, Inc. (an entity acquired by lllumina) filaccomplaint in the U.S. District Court in Delawalkeging patent infringement by us. The
complaint alleges that our Complete Genomics Anglytatform, and in particular our combinatoriablpe anchor ligation technology,
infringes upon three patents held by lllumina ante$a. The complaint seeks, among other thingseknginary and permanent injunction
against us from infringing these patents and uriipdanonetary damages. We have incurred and gatieithat we will continue to incur
substantial time and expense in defending agairstbmplaint. If we were found to infringe onempore valid claims of a patent-in-suit and if
the district court granted an injunction on thagibawe may be forced to redesign portions of eguencing process, seek a license or cea:
infringing activity. Redesigning portions of ourggrencing process may take substantial time andiress and may delay our ability to
generate revenue. In addition, a license to thessary patent rights may not be available on coriaiBr reasonable terms, if at all. In the
event that the district court grants an injunctma we are unsuccessful in redesigning our sequgipecocess or obtaining a license, we ma
forced to cease our sequencing operations altoge&dke Part |, ltem 3. Legal Proceedings.

As we enter our markets, it is possible other cditgre will claim that our services infringe théitellectual property rights as part of a
business strategy to impede our successful enttmse markets. Such competitors and other garties may have obtained and may in the
future obtain patents covering products or procefisat are similar to or may include steps or psees used in our sequencing technology,
allowing them to claim that the use of our techgigs infringes these patents. In particular, weaavare of issued U.S. patents owned by
competitors and other third parties, includingrina, to which we do not have licenses that magteeto our sequencing technology and w
pertain to, among other things:

* sample preparation techniqu

» processes for making nucleic acid templates, oafibconstruction

» processes for making DNBs from nucleic acid tengsl;

* nucleic acid array:

* methods of making arrays of DNE

* sequencing methods, including those involving lmst

» identifying genomic sequences on nucleic acid &t

» devices and apparatus used in nucleic acid detesyistems, including optical systems; i

» information processing systems including softwarebiase calling, sequence mapping and assel
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Some of the third parties that own these patemt¢diding Illumina, have strong economic incentiveasg substantial financial resources, to

claim that we are infringing their patent rights.a patent infringement claim against us, we magrasas a defense, that we do not infringe the
relevant patent claims, that the patent is invatithoth. The strength of our defenses will depemthe patents asserted, the breadth and scope
of the construction of the claims of these patemts,ability to identify “prior art” in order to walidate the asserted patent and on other factors.

However, we could be unsuccessful in advancinginfiimgement and/or invalidity arguments in our eéle$e. In the United States, issued
patents enjoy a presumption of validity, and theypehallenging the validity of a patent claim mpsésent clear and convincing evidence of
invalidity, which is a high burden of proof. Consely, the patent owner need only prove infringenbgra preponderance of the evidence,
which is a lower burden of proof.

If we were found by a court to have infringed ad@atent claim, we could be prevented from usheggatented technology or be required to
pay the owner of the patent rights for the rigbtsige that technology and/or pay monetary damageading, for example, treble damages if
we are found to have willfully infringed. If we dde to pursue a license to one or more of thesenggtwe may not be able to obtain such a
license on commercially reasonable terms, if atoalthe license we obtain may require us to pdgisntial royalties or grant cross licenses to
our patent rights. For example, if the relevanepais owned by a competitor, that competitor magose not to license patent rights to us, as it
would be under no obligation to do so. If we dedimeevelop alternative technology, we may notlie o do so on a timely or cost-effective
manner, if at all.

In addition, because patent applications can takesyto issue and are often afforded confidentifdit some period of time, there may
currently be pending applications, unknown to usicW later result in issued patents that proceissear sequencing technology infringe.
Processes in our sequencing technology may alsagefexisting issued patents of which we are cilyainaware. Even though we own or
have other rights to patents, these patents dproeide us with the freedom to offer our sequenaeryices unimpeded by the patent rights of
others. For example, we may be required to pursuefend a patent infringement action in orderrmtgct our intellectual property rights or
practice our sequencing technology. If we exparndbosiness to include sequencing services intetwlbd used for the diagnosis of disease, it
may be necessary to license patents related tosaurgltes.

It is possible that, in addition to our currenigidtion, we may in the future receive communicaifnom competitors and others alleging tha
may be infringing their patents, trade secretstioenintellectual property rights or offering licges to such intellectual property or threatening
litigation. For example, an educational instituttoes invited us to engage in negotiations for itenke of certain of that institution’s patent
rights. We have not yet determined whether we sk such a license. In addition to patent infinget claims, third parties may assert
copyright, trademark or other proprietary rightsiagt us. We may not be able to successfully deferihst the claims asserted by Illumina
future claims, and our business may suffer if weefaund to have infringed upon the patents heldlbgnina, or if future claims are brought
against us.

We may not be able to protect our patent rightsotiner intellectual property which could impair ouability to compete effectively.

We depend on proprietary technology for our suceesisability to compete. If others are able to eepice our technology, our business will
suffer significantly unless we can prevent thenmfritompeting with us. To protect our proprietanyhtemlogy, we rely on patents and other

intellectual property laws, as well as nondisclesagreements, licensing arrangements and confadignfirovisions. U.S. patent, copyright ¢
trade secret laws afford us only limited protectiand the laws of some foreign countries do notgatqproprietary rights to the same extent.

We have licensed, from Callida Genomics, Inc., &l international patents and patent applicatielaing to our business. Because the
issuance of a patent is not conclusive of its Wglidr enforceability, our existing patent righés)d rights we may obtain in the future, may not
provide us with meaningful protection. The patent
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rights on which we rely may be challenged and iickgdéd or may be interpreted not to be broad endoiglover the critical components of our
technology. Our pending patent applications mayehheir claims limited or may not result in issysmdents. Moreover, our patent rights
become more limited as owned or licensed patergmte expire in 2014. We will be able to proteat technologies from unauthorized use
third parties only to the extent that valid andozoéable patents or other proprietary rights cdvem. Even if we have valid and enforceable
patents or other proprietary rights, competitory fo@ able to design alternative methods or dewuttasavoid infringement of those patents or
rights. Our key patent rights are licensed fromli@a| which is owned by our Chief Scientific Officend his spouse. If we breach the terms of
these licenses, or if our relationship with Callatdts owners deteriorates, Callida may seeknoiteate the licenses. If we lose our rights to
use these patents, we may be forced to re-desigseguencing technology, which would be expensineraay not be possible.

The patent positions of biotechnology companieduting us, can be highly uncertain and involve ptar and evolving legal and factual
guestions. No consistent policy regarding the hieaficlaims allowed in biotechnology patents hamersged to date in the United States. Legal
developments may preclude or limit the patent mtata available for our sequencing technology.

Despite our efforts to protect our proprietary tggtattempts may be made to copy or reverse engasgects of our sequencing technology or
to obtain and use information that we regard apnpetary. Accordingly, we may be unable to protmat proprietary rights against unauthori
third-party copying or use. Furthermore, policihg tinauthorized use of our intellectual propertgiffscult. Litigation may be necessary in the
future to enforce our intellectual property rightsprotect our trade secrets or to determine #ielity and scope of the proprietary rights of
others. Litigation could result in substantial sosihd diversion of resources and could harm ounbss.

We may incur substantial costs as a result of ourrent, or future, litigation or other proceedingeelating to patent and other proprietary
rights.

The genomic sequencing industry includes severgélaompanies that have rights to many broad ispatzhts and pending patent
applications. Competitors in this industry haveday litigated their patent positions and alleg&dngements by others. For example, Illurr
and Affymetrix were involved in long and expenspatent litigation relating to DNA sequencing teclogy. This litigation resulted in a
settlement involving the payment of $90 million daye party to the other.

Our involvement in intellectual property litigatipimcluding our current litigation with llluminay@dministrative proceedings could result in
significant expense. Some of our competitors, idiclg lllumina, Life Technologies and Affymetrix, ¥ considerable resources available to
them. We, on the other hand, are an early-stagenssoial company with comparatively few resourcesilable to us to engage in costly and
protracted litigation. Intellectual property infgament claims asserted against us, whether witvitbout merit, could be costly to defend and
could limit our ability to use some technologieghe future. They will be time consuming, will dive@ur management’s and scientific
personnels’ attention and may result in liability ubstantial damages. For example, we have ietw@and anticipate that we will continue to
incur significant expense and substantial timedfedding against our current intellectual propérfyingement dispute with lllumina. In
addition, our standard customer contract requise® indemnify our customers for claims allegingttany of our products misappropriate or
violate any third party patent, copyright, traders¢or other intellectual property or proprietaights.

If third parties file patent applications or arsusd patents claiming technology also claimed by gending applications, we may be required
to participate in interference or other proceediwgh the U.S. Patent Office or U.S. Courts or they proceedings outside the United States,
including oppositions, to determine priority of @ntion or patentability. Even if we are successfuhese proceedings, we may incur
substantial costs, and the time and attention ofranagement and scientific personnel will be degin pursuit of these proceedings.
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We may not be able to enforce our intellectual pesfy rights throughout the world.

The laws of some foreign countries do not protetdliectual property rights to the same extenhadaws of the United States. Many
companies have encountered significant problenpsdtecting and defending intellectual property tigim certain foreign jurisdictions. The
legal systems of some countries, particularly depiely countries, do not favor the enforcement @épis and other intellectual property
protection, especially those relating to biotecbggl This could make it difficult for us to stopetinfringement of our patents or the
misappropriation of our other intellectual propetights. For example, many foreign countries hasmpulsory licensing laws under which a
patent owner must grant licenses to third partieaddition, many countries limit the enforcealyilitf patents against third parties, including
government agencies or government contractorhidset countries, patents may provide limited or evefit.

Proceedings to enforce our patent rights in for@igisdictions could result in substantial costd divert our efforts and attention from other
aspects of our business. Accordingly, our effastprotect our intellectual property rights in swduntries may be inadequate. In addition,
changes in the law and legal decisions by courtksén).S. and foreign countries may affect ourighib obtain adequate protection for our
technology and the enforcement of intellectual prop

Confidentiality agreements with employees and otheray not adequately prevent disclosures of oud#ra&ecrets and other proprietary
information.

We rely in part on trade secret protection to proeeir confidential and proprietary information gmdcesses. However, trade secrets are
difficult to protect. We have taken measures tdgumbour trade secrets and proprietary informatian these measures may not be effective.
We require new employees and consultants to exeoutigdentiality agreements upon the commencemieaih @mployment or consulting
arrangement with us. These agreements generallyreettpat all confidential information developedthge individual or made known to the
individual by us during the course of the indivitisaelationship with us be kept confidential anat disclosed to third parties. These
agreements also generally provide that inventiameeived by the individual in the course of rendigiservices to us will be our exclusive
property. Despite these measures, our proprietdoymation may be disclosed, third parties coulteree engineer our sequencing technolc
and others may independently develop substangallijvalent proprietary information and techniquestberwise gain access to our trade
secrets. Costly and time-consuming litigation cduddhecessary to enforce and determine the scapar @iroprietary rights, and failure to
obtain or maintain trade secret protection coulkasely affect our competitive business position.

Risks Related to Ownership of Our Common St¢
Our stock price is volatile and purchasers of ousramon stock could incur substantial losses.

Our stock price is volatile, and from December 3110 to February 24, 2012, the trading prices ofstock have ranged from $18.55 to $2.21
per share. The market price of our common stock fiuayuate significantly in response to a numbefaators. These factors include those
discussed in this “Risk Factors” section of thisndal Report and others such as:

» quarterly variations in our results of operationshmse of our competitor

» changes in financial estimates or guidance, inalgidiur ability to meet our future revenue and ofegaprofit or loss estimates or
guidance

» changes in earnings estimates or recommendatioasdwyities analyst:

* announcements by us or our competitors of new mtsdwr services, significant contracts, commengkdtionships, acquisitions,
capital commitments or changes in the outlook efrttarket for genomic sequencing products and s&s)

» developments with respect to intellectual propedits;
e our commencement of, or involvement in, litigati
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* announcements regarding equity or debt financiagsiactions

* any major changes in our board of directors or rganeent;

» changes in governmental regulations;

» adecrease in government funding of research avel@@ment or a slowdown in the general econc

In recent years, the stock market in general, hadrtarket for technology and life sciences commainigarticular, has experienced extreme
price and volume fluctuations that have often hemmelated or disproportionate to the operatinggrarince of those companies. Broad market
and industry factors may seriously affect the migpkize of our common stock, regardless of our @abperating performance. In addition, in
the past, following periods of volatility in the enall market and the market price of a particuanpany’s securities, securities class action
litigation has often been instituted against thr@m®@panies. This litigation, if instituted against gould result in substantial costs and divert our
management’s attention and resources.

If securities or industry analysts do not publiskesearch or reports about our business or if thegue an adverse or misleading opinit
regarding our stock, our stock price and tradingluae could decline.

The trading market for our common stock will bduehced by the research and reports that industsgaurities analysts publish about us or
our business. If any of the analysts who covessigé an adverse or misleading opinion regardingurdhusiness model, technology or stock
performance, our stock price would likely declitfeone or more of these analysts cease coverags of fail to publish reports on us regularly,
we could lose visibility in the financial marketghich in turn could cause our stock price or trgdmmlume to decline. Moreover, the
unpredictability of our financial results likelydeces the certainty, and therefore reliabilitythef forecasts by securities or industry analysts of
our future financial results, adding to the potantblatility of our stock price.

Our directors, executive officers and principal sikkholders and their respective affiliates will contie to have substantial influence over us
and could delay or prevent a change in corporatentrol.

Our directors, executive officers and the holdémnore than 5% of our common stock, together witkirtaffiliates, beneficially own
approximately 78% of our outstanding common staasell on the number of shares outstanding on Dece3tp2011. These stockholders,
acting together, have significant influence over tlutcome of matters submitted to our stockholéterapproval, including the election of
directors and any merger, consolidation or sakellar substantially all of our assets. In addititrese stockholders, acting together, have
significant influence over our management and edféccordingly, this concentration of ownershipghtiharm the market price of our
common stock by:

» delaying, deferring or preventing a change in aan
» impeding a merger, consolidation, takeover or othusiness combination involving us;
» discouraging a potential acquiror from making adesroffer or otherwise attempting to obtain contbus.

Future sales of shares by existing stockholders ktbcause our stock price to decline.

If our existing stockholders sell, or if the marketieves our existing stockholders will sell, salngial amounts of our common stock in the
public market, the trading price of our common ktoould decline significantly. As of February 2912, we had 33,418,720 shares of
common stock outstanding. On August 23, 2011, I77ZB81 shares that were previously subject to cotuahlock-up agreements entered into
by certain of our stockholders with the underwatir connection with our folloven public offering became freely tradable, exceptshares ¢
common stock held by directors, executive officard our other affiliates, which are subject to wetulimitations under Rule 144 of the
Securities Act of 1933, as amended.
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Certain of our existing stockholders have demartipggyback rights to require us to register witea SEC up to approximately 20.0 million
shares of our common stock, including shares idsugion exercise of outstanding options. If we stgithese shares of common stock, the
stockholders would be able to sell those sharedyfia the public market, subject to the volumeitations described above.

We also registered 6,468,272 shares of our comitook that are subject to outstanding stock opti®&Js and reserved for issuance under
our equity plans. These shares can be freely adliki public market upon issuance, subject to ngststrictions.

Provisions in our charter documents and under Delase law could discourage a takeover that stockheklmay consider favorable and m
lead to entrenchment of management.

Our amended and restated certificate of incorpmmaand amended and restated bylaws contain progisiat could delay or prevent changes
in control or changes in our management withoutctiresent of our board of directors. These provsioslude the following:

» aclassified board of directors with threear staggered terms, which may delay the abifistackholders to change the member
of a majority of our board of director

* no cumulative voting in the election of directosich limits the ability of minority stockholders elect director candidate

» the exclusive right of our board of directors teatla director to fill a vacancy created by theaggion of the board of directors or
the resignation, death or removal of a directoriciviprevents stockholders from being able to filtancies on our board of
directors;

» the ability of our board of directors to authorthe issuance of shares of preferred stock andtesrdae the price and other terms
of those shares, including preferences and votgigs, without stockholder approval, which couldused to significantly dilute the
ownership of a hostile acquirc

» the ability of our board of directors to alter diyfaws without obtaining stockholder approv

» the required approval of at least 2/3% of the shares entitled to vote at an electiodirectors to adopt, amend or repeal our by
or repeal the provisions of our amended and rebtadificate of incorporation regarding the elentand removal of director

» aprohibition on stockholder action by written cents which forces stockholder action to be takemnatnnual or special meeting
our stockholders

» the requirement that a special meeting of stocldrsidhay be called only by the chairman of the bo#udirectors, the chief
executive officer, the president or the board oéctiors, which may delay the ability of our stocklewss to force consideration of a
proposal or to take action, including the removfalicectors; anc

« advance notice procedures that stockholders musplgowith in order to nominate candidates to ouargoof directors or to propao
matters to be acted upon at a stockholders’ meetihggh may discourage or deter a potential acqdifroon conducting a
solicitation of proxies to elect the acqu’s own slate of directors or otherwise attemptinglitain control of us

We are also subject to the anti-takeover provismorgained in Section 203 of the Delaware Geneoap@ration Law. Under Section 203, a
corporation may not, in general, engage in a bgsigembination with any holder of 15% or more sftiépital stock unless the holder has held
the stock for three years or, among other excegtithve board of directors has approved the traiosact

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES

We lease approximately 66,000 square feet of offive laboratory space at our headquarters in Moukiaw, California, under a lease that
expires in August 2016. We lease approximatelyA®guare feet of additional office space in Moumtéew, California, under a lease that
expires in March 2013. We also lease approximdt&|@00 square feet of office and laboratory spac&innyvale, California, under a lease
that expires in August 2016. These facilities contair genome centers and laboratory and labo+atory personnel. Our business plan req
expansion and we believe space for additional genmenters, laboratory and non-laboratory expanséam our Mountain View facility or in
other locales is readily available.

ITEM 3. LEGAL PROCEEDINGS

On August 3, 2010, a patent infringement lawsuis filed by lllumina, Inc. and Solexa, Inc. (an gnacquired by lllumina), or the plaintiffs,
against us in the U.S. District Court in Delawad®. November 9, 2010, the U.S. District Court indehre granted our motion to transfer the
case to the Northern District of California. Theseaaption isllumina, Inc. and Solexa, Inc. v. Complete Genaliac., Civil Action

No. 3:1(-cv-05542. The complaint alleges that our Comp&d@omics Analysis Platform, and in particular oombinatorial probe anchor
ligation technology, infringes upon three patergkltby Illumina and Solexa. The plaintiffs seek perdfied monetary damages and injunctive
relief. If we are found to infringe one or moreidatlaims of a patent-in-suit and if the districiuct grants an injunction, we may be forced to
redesign portions of our sequencing process, séiekrese, cease the infringing activity and/or pagnetary damages, including, for example,
treble damages if we are found to have willfullfriimged. On September 23, 2010, we filed our andwéne complaint as well as our
counterclaims against the plaintiffs. On Novembe2®10, the U.S. District Court in Delaware granbed motion to transfer the case to the
Northern District of California. On May 5, 2011 gtiCourt entered a stipulated order to dismiss tatergs from the lawsuit. The dismissa
without prejudice but includes conditions on thdighto file lawsuits on these patents, includiadimitation that lllumina may not re-file such
lawsuits against us until the later of (1) Augus2Q12, or (2) the exhaustion of all appeal rightsoth (a) the pending reexaminations in the
U.S. Patent and Trademark Office and (b) the pendiwil litigation in which these patents are aéssertedl.ife Technologies Corp. v.
lllumina, Case No. 3:11-cv-00703 (S.D. Cal.). We beliewa e have substantial and meritorious defens#eetplaintiffs’ claims and intend
to vigorously defend our position. However, a nagabutcome in this matter could have a materiagkask effect on our financial position,
results of operations, cash flows and businesadtlition, we have incurred and anticipate that Weoentinue to incur significant expense and
substantial time in defending these claims. Forenioformation regarding the risk of this litigatiand future litigation, please see “Risk
Factors—We currently are, and could in the futwedubject to litigation regarding patent and offreprietary rights that could harm our
business” and “—We may incur substantial costs@salt of our current, or future, litigation oher proceedings relating to patent and other
proprietary rights.” We are not currently able stimate the potential loss, if any, that may refoit this litigation.

From time to time, we may become involved in oflegal proceedings and claims arising in the ordiraurse of our business. Other than as
described above, we are not currently a party yolegal proceedings the outcome of which, if defeed adversely to us, we believe would
individually or in the aggregate have a materialeade effect on our business, operating resuitanfiial condition or cash flows.

ITEM 4. MINE SAFETY DISCLOSURES
None.
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PART Il

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
REPURCHASE OF EQUITY SECURITIES

Market Information for Common Stock

Our common stock has been traded on The NASDAQ & dlarket under the symbol of “GNOM” since it bedgaading on November 11,
2010. The following table sets forth on a per shmass, for the periods indicated, the low and sgle prices of our common stock as reported
by The NASDAQ Global Market.

Low High

2010

Fourth Quarte $6.6C $ 8.9¢
2011

First Quartel $6.91 $ 9.1¢
Second Quarte $9.01 $18.5¢
Third Quartel $5.4¢ $15.7(C
Fourth Quarte $2.57 $ 6.1¢

As of February 29, 2012, there were approximat@iy8lders of record of our common stock. In additiwe believe that a significant number
of beneficial owners of our common stock held tishiares in street name.

Dividend Policy

We have never declared or paid any cash dividendsiocommon stock. We currently intend to retdiifiudure earnings, if any, for use in our
business and do not anticipate paying any casdetidis on our common stock in the foreseeable futnr@ddition, the consent of our lenders
under our term loans is required for us to deatangay any cash dividends pursuant to the provisafrthe term loans.
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Performance Graph

The following graph shows the cumulative total retaf an investment of $100 cash on November 1102the date our shares began
trading on The NASDAQ Global Market, for our commsinck, the NASDAQ Composite Index and the Morniag8iotechnology index. Tt
stock price performance shown on the graph is acéssarily indicative of future price performarenegd we do not make or endorse any
predictions as to future stockholder returns. Tnéph is not “soliciting material,” is not deemdided” with the SEC and is not to be
incorporated by reference into any filing of Contpl&enomics, Inc. under the Securities Act of 1833amended, or the Securities Exchange
Act of 1934, as amended, whether made before er tfe date hereof and irrespective of any getiecatporation language in any such filing.
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Unregistered Sales of Equity Securities and Use Bfoceeds

1.

On March 25, 2011, in connection with the entryitite Oxford Loan Agreement, we issued to Oxfordrargs to purchase ¢
aggregate of 160,128 shares of our common stoak akercise price of $7.495 per share. The warexgse on the 7th
anniversary of the issuance date. We also agrepbtade Oxford certain registration rights coverthe shares issuable upon
exercise of the warrar

On June 8, 2011, we issued to S-CG, LLC 159,658 shares of our common stock purstaatite net exercise of a warri
originally issued on June 22, 2010 with an exerpisee of $1.50 per shar

On June 8, 2011, we issued to SCV-CG, LLC 42&es of our common stock pursuant to the netiseeof a warrant originally
issued on June 22, 2010 with an exercise pricd &0bper share

On June 8, 2011, we issued to SCV-CG, LLC 255gHares of our common stock pursuant to the reetiese of a warrant
originally issued on June 22, 2010 with an exerpisee of $1.50 per shar

On June 13, 2011, we issued to Oxford Finance Gatjom 21,694 shares of common stock pursuantemét exercise of a warre
originally issued on August 12, 2009 with an exseqirice of $7.56 per sha

On June 17, 2011, we issued to Atel Ventures,26,487 shares of our common stock pursuantto¢h exercise of a warrant
originally issued on December 17, 2010 with an eserprice of $7.22 per sha

The warrant described in Item (1) above and theeshaf our common stock described in ltem (&)-above were issued in reliar
upon exemptions from the registration requiremehtse Securities Act pursuant to Section 4(2)hef $ecurities Act and Rule 506
promulgated thereunder.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected historical annual finandigbrmation has been derived from our audited faiahstatements. The information below is
not necessarily indicative of our future result®pérations and should be read in conjunction W& 1A, “Risk Factors,” Item 7,
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations,” and ItemRBné&ncial Statements and
Supplementary Data” in this Annual Report in orttefully understand the factors that may affectebeparability of the information
presented below:

Years Ended December 31,
2011 2010 2009 2008 2007
(in thousands, except share and per share amount

Statement of Operations Data:

Revenue $ 19,34 $ 9,38¢ $ 62¢ $ — $ —

Loss from operation (69,299 (47,659 (33,585 (27,85)) (12,20
Net loss $ (72,34) $ (57,68)  $(35949  $(28,39)  $(12,25)
Net loss attributed to common stockhold $ (72,349 $ (58,09) $(35,949) $(28,399) $(12,257)

Basic and diluted net loss attributed to commounldtolders $ (2.40 $ (13.60) $(386.5¢) $(369.3¢) $(211.00
Shares used to compute basic and diluted net togsuted to

common stockholder 30,179,12 4,271,171 92,99¢ 76,87 58,07
Balance Sheet Data
Cash and cash equivale $ 77,07« $ 68,91¢ $ 7,76% $ 6,18¢ $ 4,26(
Working capital 67,277 61,33: 2,964 741 1,84¢
Total asset 130,20¢ 103,16( 30,27¢ 15,75¢ 8,76
Current and lon-term notes payabl 23,26! 13,30: 7,95( 11,697 3,47:
Convertible preferred stock warrant liabil — — 1,55¢ 1,10C 38¢€
Convertible preferred stoc — — 85,83 45,62: 20,22
Total stockholder equity (deficit) 82,61« 73,63¢ (77,690 (45,15 (17,129
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

This Annual Report on Form 10-K contains forwardKimg statements within the meaning of Section@#Ae Securities Act of 1933, as
amended, and Section 21E of the Securities Exchaapef 1934, as amended (the “Exchange Act”), Whace subject to the “safe harbor”
created by those sections. Forward-looking statémare based on our management’s beliefs and agsumsand on information currently
available to our management. All statements othan tstatements of historical factors are “forwabking statements” for purposes of these
provisions. In some cases you can identify fon-looking statements by terms such as “may,” “wilfshould,” “could,” “would,” “expect,”
“plan,” “anticipate,” “believe,” “estimate,” “proje ct,” “predict,” and “potential,” and similar expresions intended to identify forward-
looking statements. Such forward-looking statemargssubject to risks, uncertainties and other intquat factors that could cause actual
results and the timing of certain events to diffexterially from future results expressed or implisdsuch forward-looking statements. Factors
that could cause or contribute to such differerioetude, but are not limited to, those identifieeldw, and those discussed in the section titled
“Risk Factors” in this report. Furthermore, suchrf@ard-looking statements speak only as of the dathis report. Except as required by law,
we undertake no obligation to update any forwardkiog statements to reflect events or circumstaaftes the date of such statements.

Overview

We are a life sciences company that has developg@d@mmercialized a DNA sequencing platform for ightuman genome sequencing and
analysis. Our goal is to become the preferred moldor whole human genome sequencing and anal@sisComplete Genomics Analysis
Platform, or CGA Platform, combines our propriethgman genome sequencing technology with our acdddhimformatics and data
management software and our innovative, end-to-emdpurced service model to provide our customéiisdata that is immediately ready to
be used for genome-based research. We believeuhablution can provide academic, biopharmaceltical translational medicine
researchers with whole human genome data and @alyan unprecedented combination of quality, eostscale without requiring them to
invest in in-house sequencing instruments, higlieperance computing resources and specialized peetoBy removing these constraints and
broadly enabling researchers to conduct large-statelete human genome studies, we believe thadaution has the potential to advance
medical research and expand understanding of tis,lieeatment and prevention of complex diseases.

We have targeted our complete human genome sequeseivice at academic, governmental and otheargsénstitutions, as well as
biopharmaceutical and healthcare organizationdrDNA sequencing industry, whole human genomeesgging is generally deemed to be
coverage of at least 90% of the nucleotides irgreome. We perform our sequencing service at owritédn View, California headquarters
facility, which began commercial operation in Ma&31®. In the near term, we expect to make signifiexpenditures related to the expansion
of our Mountain View sequencing facility and ousearch and development initiatives, as well aat¢oeiase our sales and marketing and
general and administrative expenses to support@umercial operations and anticipated growth. tariiyears, we may construct additional
genome centers in the United States and in othetlegic markets to accommodate an expected groglobal demand for high-quality, low-
cost whole human genome sequencing on a large scale

Our ability to generate revenue, and the timingwfrevenue, will depend on generating new ordedscantracts, receiving qualified DNA
samples from customers and the rate at which weaavert our backlog of sequencing orders into deted and delivered data and the price
per genome contracted with the customer. We défoilog as the number of genomes for which custemave placed orders that we believe
are firm and for which no revenue has yet beenrdsth As of December 31, 2011, we had a backlaidsrs for sequencing over 5,800
genomes. The speed with which we can convert oidgrsevenue depends principally on:

» the speed with which our customers provide us gitalified samples after submitting an orc
« the rate at which our system can sequence a geraomd
» the rate at which all significant contractual obligns are fulfilled
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Changes in these variables will cause our restiliperations to fluctuate, perhaps significanttyatldition, we are rapidly developing and
implementing new generations of sample prepardtardling and automation processes, sequencingiimstrts, and information analysis and
storage systems. As a result, we have a very lihfiistory to guide us in predicting variables ldguipment failure, throughput yield, customer
delivery of qualified genomic samples and othetdecthat could affect revenue. We also experietetays from time to time due to challen

in implementing these new processes and systems.

We have not been profitable in any period sincewsee formed. We incurred net losses of $72.3 mmi)l857.7 million and $35.9 million for

the years ended December 31, 2011, 2010 and 2089%e¥dgnized revenue of $19.3 million, $9.4 milleomd $0.6 million for the years ended
December 31, 2011, 2010 and 2009, respectivelypfAecember 31, 2011, our accumulated deficit wasl® million. We believe that, based
on our current level of operations and anticipaexivth, our cash and cash equivalents balancedeourloans and interest income we earn on
these balances, will not be sufficient to meetanticipated cash requirements for the twelve mob#y®nd the December 31, 2011 balance
sheet. Our recurring operating losses and nega#iskflow from operations and our requirement falittwhal funding to execute our business
objectives beyond this period gives rise to sultiethdoubt as to our ability to continue as a godogcern.

Although we do not anticipate any material seaseffatts, given our limited operating history ag@enue generating company, our sales
cycle is uncertain. In 2011, Pfizer Inc. and Theidfel Institute of Diabetes and Digestive and KagiDiseases accounted for 15% and 12
total revenue, respectively. If demand for our E®w expands as expected, we do not anticipatehtbadss of any individual customer would
have a material adverse effect on our future regilbperations.

In November 2010, we closed the initial public offg of our common stock, in connection with whigh sold 6,000,000 shares of our
common stock at a public offering price of $9.00 gleare. We received net proceeds of approxim&®fy2 million from this transaction. On
June 1, 2011, we completed an underwritten pulffariag of 6,325,000 shares of our common stock1&.50 per share and received net
proceeds of approximately $73.9 million from thisnsaction.

Critical Accounting Policies and Estimates

Our management’s discussion and analysis of oanfiral condition and results of operations are haseour financial statements that
have been prepared in accordance with accountingiples generally accepted in the United Statée fireparation of our financial stateme
requires our management to make estimates, asama@thd judgments that affect the reported amafrassets and liabilities and disclosure
of contingent assets and liabilities at the dattheffinancial statements and the reported amafrsvenues and expenses during the
applicable periods. Management bases its estimageamptions and judgments on historical experiandeon various other factors that it
believes to be reasonable under the circumstabifsrent assumptions and judgments would changestitimates used in the preparation of
our financial statements, which, in turn, could enitily change the results from those reported. i@anagement evaluates its estimates,
assumptions and judgments on an ongoing basisoritially, our critical accounting estimates have differed materially from actual results.
However, if our assumptions change, we may neeelise our estimates, or take other correctiveoastieither of which may also have a
material adverse effect on our statements of ojpastliquidity and financial condition.

Revenue Recognitic

We generate revenue from selling our human gen@geesicing services. Revenue is recognized whexi #ik following criteria are met:
persuasive evidence of an arrangement existshégransferred, the price is fixed or determieaivd collectability is reasonably assured.
Upon completion of the sequencing process, we @hipake available the research-ready genomic dateetcustomer. We use shipping
documents and thirgarty evidence to verify shipment of the data. lden to determine whether collectability is reasipassured, we asses
number of factors, including past transaction histeith the customer and the creditworthiness ef th
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customer. If we determine that collectability i neasonably assured, we defer the recognitioeva#nue until collectability becomes
reasonably assured.

Through a signed contract, which may be in the fofra signed agreement or purchase order, we esdigidrsuasive evidence of an
arrangement with our customers and whether theadiied and determinable price. The contract nafliterms and conditions to determine
obligations associated with the contract. Revesuegognized, net of discounts and incentives, viherindividual genomic data is shipped or
made available to customers and upon satisfacfionrobligations. If we have not satisfied ourightions as outlined in the terms and
conditions of the contract, revenue is deferredl thtse obligations are satisfied.

In certain circumstances, we may agree to contnactifications prior to our fulfilment of an arraegent and recognition of related revenu
these instances, the modifications are accounteaisfadditional contract obligations or deliverabRevenue is then allocated to the modified
deliverables and recognized when the four genekednnue recognition criteria have been met.

We also receive down payments from customers puithie commencement of the genome sequencing rokeg down payments received
are recorded as deferred revenue until we meedahue recognition criteria.

In the first quarter of 2011, we adopted the priovis of Accounting Standards Update (“ASU”) 2009-BR8venue Recognition (Topic 605)
Multiple-Deliverable Revenue Arrangemefitshich amended existing accounting guidance foenee recognition for multiple-element
arrangements). Simultaneously, we created a dedicatstomer support team. We applied the provish@®id 2009-13 on a prospective basis
to all revenue arrangements entered into or méltenendified since the beginning of 2011.

In general, our multiple element arrangements pi@¥or delivery of research-ready genomic datateolnical customer support. We have
evaluated the allocation of the arrangement corsiite to our deliverables using the relative-sgfprice hierarchy required in ASU 2009-13
of vendor specific objective evidence (“WVSOE"),rthparty evidence (“TPE”) or our best estimateadfisg price (ESP). VSOE is based on the
price charged when the element is sold separatelysathe price actually charged for that delivégakVe typically are not able to determine
VSOE for an element because a substantial majofitiye selling prices for our services do not fethin a reasonably narrow range. TPE is
determined based on a competitor’s price for sintidiverables when sold separately. We typicaleyrzot able to determine TPE as we are
unable to reliably determine competitor pricesdionilar deliverables when sold separately. Theefare use ESP in our allocation of
arrangement consideration to our genome sequedaitagand our technical support services.

The objective of ESP is to determine the price flaittvwe would enter into a transaction with thetooeer if the service were to be sold by us
on a standalone basis. Specifically, for such piietermination, we consider the cost to provideséwice, the targeted margin on that service,
the economic conditions and trends, and our ongpiiting strategy and policies.

The revenue related to the technical customer stigpovice is recognized on a straight-line basginning from the date the revenue related
to the delivery of the genome sequencing datacisgr®ized, over the time period during which théntecal support services are provided.

Estimated Useful Lives of Property and Equipn

We depreciate our property and equipment usingaggstline method over their estimated useful lives. Puaperty primarily consists of lea
improvements, and our equipment primarily consiétsur sequencing instruments and computer equipossd in the sequencing process.
While we use our best judgment, based on the ubeésl observed for similar technological assetsijdtermine the useful lives of our
sequencing instruments and computer equipmengnéfisent change in technology or the emergencanadidvanced technology could result in
a shorter useful life than we initially anticipat&ur equipment represents the largest asset obatamce sheet, and a subsequent reduction in
the useful lives of equipment could have a matémglact on our statement of operations.
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Inventory

Inventory consists of the raw materials we useunsequencing process, work in process and finigloeds. Inventories are stated at the lower
of cost or market value. Cost is determined ustagdard costs, which approximate actual costs, fostan, first-out basis. Market value is
determined as the lower of replacement cost oreadizable value. We regularly review inventory nitees on hand for excess and obsolete
inventories, giving consideration to potential desocence, our product life cycle and developmesmsl product expiration and quality issues.
We anticipate these estimates to increase in gignife as our sequencing volumes increase as expect

Valuation of Long-Lived Assets

We assess our long-lived assets for impairmentyeyesr in the fourth quarter or whenever eventshanges in circumstances indicate that the
carrying amount of a long-lived asset may not lw®verable. These indicators may include, but atdimited to, significant decreases in the
market value of an asset and significant changéseirextent or manner in which an asset is usdtiefe or other indicators are present, we tes!
for recoverability by measuring the carrying amooithe assets against future net cash flows thetagre expected to generate. If these asset
are considered to be impaired, the impairment neizegl is measured by the amount by which the aagrgimount of the assets exceeds the
projected discounted future net cash flows arifiom the assets. We make estimates and judgmeats &liure undiscounted cash flows and
fair values. Although our cash flow forecasts amedd on assumptions that are consistent with amspthere is significant exercise of
judgment involved in determining the cash flowiatitable to a lon-lived asset over its estimated remaining usefel Dur estimates of
anticipated cash flows could be reduced signifigaintthe future. As a result, the carrying amouriteur long-lived assets could be reduced
through impairment charges in the future. Thereehz@en no such impairments of lolinged assets to date. However, we anticipate tHatuae
impairment could have a material impact on our obdated financial statements in light of the dok#gnificance of the long-lived assets
carried on our balance sheet.

Stock-Based Compensation

We recognize compensation expense related to eeglstpck options and employee stock purchase rightsvards, based on the estimated
fair value of the awards granted using the Blackees option-pricing model. We also use the Blackdles optiorpricing model to determir

the fair value of nonemployee stock option gralmsccordance with authoritative guidance, thealue of nonemployee stock option grants
is re-measured as they vest, and the resultingaseror decrease in value, if any, is recognizexsnse during the period the related services
are rendered.

The Black-Scholes option-pricing model requiresitiput of our expected stock-price volatility, tbepected life of the awards, risk-free
interest rate and expected dividends. Determirtiege assumptions requires significant judgmentdéfermined the expected life and
volatility rate of the employee stock-option grab&sed on that of publicly traded companies inDN& sequencing, diagnostics or
personalized medicine industries. When selectiegtiblic companies in these industries to be usdade volatility calculation, we selected
companies with comparable characteristics to wdding enterprise value and financial leverage, iamoved companies with significantly
higher enterprise values, lower risk profiles aabished positions within their applicable indystWe also selected companies with historical
share price volatility information sufficient to etethe expected life of our stock options. Thedristl volatility data was computed using the
daily closing prices for the selected companiearseh during the equivalent period of the calculaeukcted term of our stock options. Along
with using the data of comparable peer companiesyil continue to analyze our own historical exjgecterm and stock price volatility
assumptions as more historical data for our owionptand common stock, respectively, becomes dlailsVe determined the expected
volatility of our stock purchase rights based on stock price volatility over the six-month life tifose rights. The expected life of the
nonemployee option grants was based on their rengagontractual life at the measurement date. Tiefree interest rate assumption was
based on U.S. Treasury instruments whose terms eesisstent with the option’s expected life. Thpented dividend assumption was based
on our history and expectation of dividend payouts.
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In accordance with the authoritative guidance oglstompensation, we only record stdzksed compensation expense for stock option a
that are expected to vest. As a result, judgmeaisis required in estimating the amount of stockeldeawards that are expected to be forfeited.
Although we estimate forfeitures based on histbesperience, actual forfeitures may differ. If@atresults differ significantly from these
estimates, stock-based compensation expense amsthtements of operations could be materially irtgzherhen we record a true-up for the
difference.

Income Taxe

We are subject to income taxes in the United Stared we use estimates in determining our provifoimcome taxes. We use the asset and
liability method of accounting for income taxes.dén this method, deferred tax asset or liabilitgoamt balances are calculated at the balance
sheet date using current tax laws and rates ictefffe the year in which the differences are expédt affect taxable income.

Recognition of deferred tax assets is appropridtenarealization of such assets is more likely thain \We recognize a valuation allowance
against our net deferred tax assets if it is mitedyl than not that some portion of the deferredassets will not be fully realizable. This
assessment requires judgment as to the likelihaddaaounts of future taxable income by tax jurisdit At December 31, 2011, we had a
valuation allowance against all of our deferreddagets.

We adopted the new authoritative guidance to addoumuncertain tax positions. None of our currgnthrecognized tax benefits would affect
our effective income tax rate if recognized, du¢ghmvaluation allowance that currently offsets deferred tax assets. We do not anticipate the
total amount of unrecognized income tax benefiistireg to tax positions existing at December 311, 2Will significantly increase or decrease

in the next 12 months.

We assess all material positions taken in any irctar return, including all significant uncertaiosgtions, in all tax years that are still subject
to assessment or challenge by relevant taxing &ti#so Assessing an uncertain tax position bewiitls the initial determination of the
position’s sustainability and is measured at thhgdat amount of benefit that is greater than 5@%yito be realized upon ultimate settlement.
As of each balance sheet date, unresolved uncéatajpositions must be reassessed, and we wiltdéte whether:

» the factors underlying the sustainability assertiame changed; ar
« the amount of the recognized tax benefit is stiprapriate.

The recognition and measurement of tax benefitgires| significant judgment. Judgments concerniggrétognition and measurement of a tax
benefit might change as new information becomegahla.

As of December 31, 2011, we had federal and s&tteperating loss carryforwards of $174.1 milliod&2175.2 million, respectively. In
addition, as of December 31, 2011, we had fedemistate research and development tax credit cewgfds of $3.3 million and $3.7 million,
respectively. As of December 31, 2010, we had fEderd state net operating loss carryforwards 688 million and $107.7 million,
respectively. In addition, as of December 31, 20i® had federal and state research and develogmeatedit carryforwards of $2.4 million
and $2.6 million, respectively. The federal netragiag loss carryforwards will begin to expire 025, and the state net operating loss
carryforwards will begin to expire in 2016. The éedl research and development tax credit carryfatsvavill expire in 2026, if not used, and
the state research and development tax creditfoangrds do not expire. Because of the net opagdtias and credit carryforwards, all of our
tax years, dating to inception in 2005, remain ofjpefederal tax examinations. Most state tax jucisohs have four open tax years at any point
in time.

Under federal and similar state tax statutes, smlisi changes in our ownership, may limit ouriptio use our available net operating loss
tax credit carryforwards. The annual limitation,aasesult of a change-in-control, may result ingRpiration of net operating losses and credits
before utilization. We conducted an analysis
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through December 31, 2011 to determine whether mwhipechanges occurred. We concluded that threeeship changes had occurred.
However, as of December 31, 2011, we believe nopetating losses and $0.1 million or researchdawttlopment tax credits will expire
unused as a result of these changes.

Results olOperations
Comparison of the Years Ended December 31, 2011 2000

The following table shows the amounts of the ligteths from our statements of operations for thiéogs presented, showing period-over-
period changes (in thousands, except for percesjage

Years ended
December 31, 2011 vs. 2010
2011 2010 $ Change % Change
Revenue $ 19,34« $ 9,38¢ $ 9,95t 10€%
Costs and expense
Costs of revenu 28,30¢ — (28,309 *
Star-up production cost — 19,89t 19,89¢ *
Research and developm 32,69 21,691 (12,000 (51)%
General and administrati 14,03¢ 9,34t (4,699 (50)%
Sales and marketir 13,60( 6,111 (7,489 (129)%
Total operating expens 88,63¢ 57,04 (31,59) (55)%
Loss from operation (69,295 (47,659 (21,642 (45)%
Interest expens (2,732) (2,827 95 3%
Interest and other income (expense), (321) (7,207%) 6,38¢ (96)%
Net loss $(72,34%) $(57,68)) $(14,66)) (25)%

* result is not meaningft

Revenue

During 2011, we recognized $19.3 million of revencmmpared to $9.4 million during 2010. As a resf@iltontinued market adoption of
complete human genome sequencing and our expanaid@ting and sales activities over the past yearseguenced significantly more
genomes during 2011 than we did during 2010. Howetie prices for our genome sequencing service daglined significantly during 2011
thereby partially offsetting the increase in segq@gihgenomes. Our quarterly revenue was $6.8 milér® million, $4.2 million and $2.5
million in the first, second, third and fourth gtexs, respectively. We recognized revenues for 608 over 900, over 700 and over 600
genomes in the first, second, third and fourth tprarof 2011, respectively. Our revenues in thedthnd fourth quarters were lower than
revenues in the first and second quarters duenterlaverage selling prices of delivered genomeéberlast two quarters of 2011 and a delay
that we experienced in scaling up our sample pegjger and library preparation capacity in the fougtiarter, which resulted in a delay in
completing sequencing orders.

Costs of Revenue

Before the commercialization of our technology folah for our human genome sequencing services in 204.0, our costs of revenue were
presented as start-up production costs. By 20Irlpmcesses were sufficiently mature to shift teaditional cost of revenue presentation.
During 2011, we incurred $28.3 million of costgptovide our genome sequencing service. The $28IRmmof cost of revenue primarily
consisted of $17.9 million in salary, benefits averhead, $8.0 million in equipment depreciatiod 8.4 million in materials.
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We anticipate that these costs as a percentagzefue will fluctuate as we increase sequencingap our capacity utilization changes, the
sequencing prices we charge to our customers clarjas we continue to improve and automate ouahuygenome sequencing processes.
However, we anticipate that our total cost of rexeewill increase in absolute dollars as we sequaddé&ional genomes and our revenue
grows.

Start-up Production Costs

During 2010, we incurred $19.9 million of startqmmduction costs to support the development ofgemmome sequencing service. The $19.9
million of cost of revenue primarily consisted df352 million in salary, benefits and overhead, $8illion in equipment depreciation and $1.3
million in materials.

Research and Developme

During 2011, we recognized $32.7 million of reskasind development expenses, compared to $21.0mdliring 2010, representing an
increase of $11.0 million, or 51%. The increaseegearch and development expenses was primarilyodare increase in salaries and benefits
expense of $2.8 million, an increase of $0.8 millio consulting and outside services and an inere&$5.7 million in supplies and materials
to support development activities. The increasgalaries and benefits cost is a result of increasadicount and refocusing of certain research
and development resources that had been directdrteup production activities in the prior year.

We expect to continue to invest in research anéldement activities as we seek to enhance our seqgeprocesses, components and sys
to improve the yield and throughput and reducectist of our sequencing service. Consequently, Weuaethat in the near future, our research
and development expenses will increase.

General and Administrative

General and administrative expenses were $14.@miibr 2011, compared to $9.3 million for 2010pmesenting an increase of $4.7 million
50%. The increase in general and administrativeesgs was primarily due to an increase of $1.5anilh employee salaries and benefits, an
increase of $1.7 million in legal fees, an increaf$0.5 million in recruiting fees and an increa$&1.0 million in certain expenses related to
being a public company such as directors and offizesurance, board of director fees and accourfigieg. The increase in salaries and benefits
expense was primarily due to increased headcowntgport operations as a public company. The iserg@alegal expense is primarily related
to our ongoing litigation with Illumina.

We expect that general and administrative expengkisicrease in 2012 to support our operations @owing public company and ongoing
litigation with lllumina.

Sales and Marketing

Sales and marketing expenses were $13.6 milliomg@011, compared to $6.1 million during 2010,resenting an increase of $7.5 million,
or 123%. The increase in sales and marketing exgesglue primarily to an increase in employeergs@and benefits expense of $3.6 million,
an increase in consulting and outside servicesresgef $0.9 million, an increase in marketing agés of $0.9 million and an increase of $0.6
million in stock-based compensation. The increasexpenses was primarily a result of the growtbwfsales and marketing organization to
support the increased sales activity and overalvgr of the Company.

We expect that sales and marketing expenses witlrage to increase during 2012 as we increase ealdount for sales and marketing
personnel to expand our customer base and to gerggawth in terms of both whole human genomesredtiand revenues.

Interest Expens
During 2011 and 2010, we incurred interest expefi§R.7 million and $2.8 million, respectively.
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Interest and Other Income (Expense),

Interest and other income (expense), net, was panse of $0.3 million for 2011 compared to an espasf $7.2 million for 2010. The
decreased expense in 2011 was primarily due tolthege in the fair value of our warrant liability.

Comparison of the Years Ended December 31, 2010 20@9

During the year ended December 31, 2009, our sestibperations were impacted by the following ¢sewhich should be considered when
reading the discussion of our results of operat@mmparing 2010 and 2009:

* In 2009, we initiated start-up production acti\stigsing resources from our research and developonganization. Using these
research and development resources for productitvitees decreased research and development ezpehsing 2009 by $2.2

million.

* Inthe second quarter of 2009, we implemented tearpa@os-reduction initiatives to conserve cash in lightredcroeconomi
conditions. The temporary cost-reduction initiativiecluded a salary reduction for all company erygés that averaged
approximately 50%. The impact of the temporary-ceduction initiatives on 2009 operating resultswaaeduction of expenses of
approximately $3.4 million, including reductionsémployee salaries and benefits of approximatel $2llion, consulting and
outside engineering services of approximately $dilson and prototype equipment expenses of appnatély $0.4 million. As a
result of these cost-reduction initiatives, reskaned development, general and administrative alesd &ind marketing expenses
decreased $2.7 million, $0.5 million and $0.2 ruilli respectively, during 200

» During the fourth quarter of 2009, we reevaluatezléxpected useful lives of our equipment and detexd that for certain of ot
equipment the useful life should be shortened. Agiogly, we accelerated depreciation of this equepmresulting in an additional
$1.0 million in depreciation expense in the fougtlarter of 2009. Of this $1.0 million charge, apgmately $0.5 million was
recorded as start-up production costs and apprdgiyn®0.5 million was recorded as research andldpugent expense. During
2010, we did not have equipment that required acatbn of depreciatior

The following table shows the amounts of the ligteths from our statements of operations for thiéogs presented, showing period-over-
period changes (in thousands, except for percestage

Years ended

December 31, 2010 vs. 2009
2010 2009 $ Change % Change
Revenue $ 9,38¢ $ 62¢ $ 8,76¢ 1,407%
Operating expense
Star-up production cost 19,89t 5,03: 14,86 (295)%
Research and developmt 21,69! 22,424 (733 3%
General and administrati\ 9,34t 4,95: 4,392 (89%
Sales and marketir 6,111 1,79¢ 4,31 (240%
Total operating expens 57,04 34,20¢ 22,83¢ (67)%
Loss from operation (47,659 (33,589 (14,06%) (42)%
Interest expens (2,827) (3,46%) 63€ 18%
Interest and other income (expense), (7,207 1,101 (8,308 (7549)%
Net loss $(57,68)) $(35,949) $(21,739 (61)%
Revenue

During 2010, we recognized $9.4 million of revencempared to $0.6 million during 2009. This is theult of our revenue activities not
beginning until the fourth quarter of 2009.
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Start-up Production Costs

During 2010, we incurred $19.9 million of startqgduction costs to support our genome sequeneingcge, compared to $5.0 million during
2009. These activities include the acceptancentgsti customer genomic samples, sample sequenocépgtion, sample sequencing, the
processing of data generated by our prototype swipginstruments, continued validation of the prciibn process and optimization of
instrument performance. The $14.9 million increiasstart-up production costs was primarily duertcréases in employee salaries and benefits
and stock-based compensation expenses of $5.bmdhd $0.1 million, respectively; depreciation exge of $3.9 million; facilities and
maintenance expense of $2.5 million; and consukixgense of $0.6 million. We continued to incurtstg costs in excess of revenue during
2010 to initiate and bring our human genome sequgmroduction process to commercial-scale.

Research and Developme

During 2010, we recognized $21.7 million of reskasind development expenses, compared to $22.4mdliring 2009, representing a
decrease of $0.7 million, or 3%. While there waly @13% change in research and development expbesasen the two periods, there were
changes in the composition of the expenses. Tiegpyi changes during 2010 compared to 2009 werdiction in depreciation expense of
$2.4 million; an increase in salaries and benefifsense and stock-based compensation expense3ah$lion and $0.7 million, respectively;
and an increase in facilities and maintenance aist4.1 million. The decrease in depreciation exggewas primarily due to the acceleration of
depreciation expense of certain equipment in 20@Bthe redeployment of equipment to start-up prédnactivities. The increase in salaries
and benefits expense was primarily due to a chasgeciated with an equity grant to one of our feuadh 2010 and the temporary cost
reduction initiatives implemented during the secqnodrter of 2009, which resulted in lower overalbsies and benefits expense for 2009. The
increase in facilities and maintenance costs wegcisted with the expansion of our facilities dgriz009.

General and Administrative

General and administrative expenses were $9.3omiftor 2010, compared to $5.0 million for 2009,res@nting an increase of $4.3 million, or
89%. In 2010 compared to 2009, employee salarid$anefits and stock-based compensation expensased $3.1 million and $1.3 million,
respectively. The increase in salaries and benefjtense was primarily due to the temporary cadtiaion initiatives implemented during the
second quarter of 2009, which resulted in a lowerall salaries and benefits expense for 2009eas®d headcount during 2010 and a charge
associated with equity grants to two of our fousdar2010. In addition, outside services expenseased by $0.9 million to support patent
and litigation activities during 2010.

Sales and Marketing

Sales and marketing expenses were $6.1 milliomd#010, compared to $1.8 million during 2009, espnting an increase of $4.3 million, or
238%. The increase in sales and marketing expeveggrimarily due to an increase in employee ssdaand benefits of $2.6 million and an
increase in outside services of $0.1 million. Theréase in sales and marketing expenses was gisat@d by increases in travel expenses and
allocation of facilities and maintenance costs@#dmillion each. The increase in expenses wasavifiyra result of the growth of our sales and
marketing organization to support the increaseessattivity and overall order growth in 2010.

Interest Expens

During 2010, we incurred interest expense of $2l1Bam, compared to $3.5 million during 2009. Theadease in interest expense was prim

a result of lower amortization of the debt discotghated to the common stock warrants issued i 26dmpared to amortization of the debt
discount related to the Series D preferred stoakamgs issued in 2009. The Series D preferred staokants were issued in the first quarter of
2009 while the common stock warrants were issuehglthe second quarter of 2010, resulting in atelngeriod of amortization during 2010
versus 2009.

52



Table of Contents

Interest and Other Income (Expense),

Interest and other income (expense), net, for 209an expense of $7.2 million compared to incofigld million for 2009. The change
between the two periods was due to the changeeimaluation of our preferred stock warrant and pase right liabilities.

Liquidity and Capital Resource

Since our inception, we have generated operatisge®in every quarter, resulting in an accumuldédidit of $211.2 million as of

December 31, 2011. We have financed our operat@date primarily through private placements of@med stock and promissory notes,
borrowings under our credit facilities, proceedsrour initial and follow-on public offerings anerin debt. As of December 31, 2011, we had
working capital of $67.3 million, consisting of $25million in current assets and $27.9 million urrent liabilities. As of December 31, 2010,
working capital was $61.3 million, consisting ofS@ million in current assets and $17.7 milliorcinrent liabilities. Cash in excess of
immediate operating requirements is invested piilgner money market funds and short-term investraeéntaccordance with our investment
policy, primarily with the goals of capital presation and liquidity maintenance.

We believe that, based on our current level of afj@ms and anticipated growth, our cash and casivagnt and short-term investment
balances, including interest income we earn onetbagances, will not be sufficient to meet our@ptited cash requirements for the twelve
months beyond the December 31, 2011 balance sDeetequirement for additional funding to execute lbusiness objectives beyond this
period gives rise to substantial doubt as to oilitako continue as a going concern. Additionaliszes of capital, which are not in place at this
time, may be from the sale of equity or convertitiddt securities in a public or private offeringarh an additional credit facility, or strategic
partnership coupled with an investment in our comypar a combination of both. The report of our ipeledent registered public accounting
firm on our consolidated financial statements far year ended December 31, 2011 includes an exptgr@aragraph stating that our recurring
losses from operations and significant negativé dlasv from operations raise substantial doubt anability to continue as a going concern
we raise additional funds through the issuanceoofrertible debt securities, or other debt secjitieese securities could have rights senior to
those of our common stock and could contain covisrthat restrict our operations. The issuance pfesuity securities will also dilute our
current stockholders.

There is no assurance that we will be able to musicient additional financing on terms that aceeptable, if at all. Given the risks associated
with our business, including our limited operathrigtory and our new business model in an emergidgstry, and recent difficulties for life
sciences companies raising funds in the capitaketsywe cannot guarantee that we will be ablaiteradditional capital in the amounts we
require, if at all. If we fail to raise additionedpital, and in sufficient amounts, our abilitydjperate our business beyond the twelve month
period stated above and to meet our long term basiobjectives will be significantly impaired.

The following table shows our cash flows from op@g investing and financing activities for 202010 and 2009 (in thousands):

Years Ended December 31

Statements of Cash Flow 2011 2010 2009
Net cash used in operating activit $(50,51)) $(35,019) $(26,667)
Net cash used in investing activiti (27,144 (18,802) (9,659
Net cash from financing activitie 85,81: 114,97: 37,89¢
Net Increase in Cash and Cash Equivalent $ 8,15¢ $ 61,15! $ 1,57¢
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During 2011, 2010 and 2009, our principal sourdd&jaidity were:

Years Ended December 31

2011 2010 2009
(in thousands )

Cash o-hand at beginning of peric $68,91¢ $ 7,765 $ 6,18¢

Proceeds from issuance of promissory n $ — $22,24: $14,72¢

Proceeds from issuance of notes pay $20,00( $14,00( $ —

Proceeds from issuance of convertible preferrecks $ — $39,40: $27,15¢

Proceeds from issuance of common stock, net ofrg=icost $73,93: $47,17¢ $ —

Operating Activities

Net cash used in operating activities was $50.5anitduring 2011 and consisted of a net loss of $T&illion, offset by noncash items of $1.
million and a net change in operating assets atmlilies of $3.7 million. Noncash items for 201dnsisted primarily of depreciation expense
of $11.7 million and stock-based compensation esperi $4.3 million. The significant items in theadge in operating assets and liabilities
include an increase in accrued liabilities of $2idlion and an increase in deferred revenue of $4ilBon, partially offset by an increase in
accounts receivable of $1.6 million and an increaseventory of $1.1million. The increase in defa revenue was due to increased advance
billing arrangements during 2011. The increasecorwed liabilities was primarily due to compensatimd benefits including increased sales
commissions and bonuses, and employee deposibsif@mployee stock purchase program that begarayndfl2011.

Net cash used in operating activities was $35.0anibduring 2010 and consisted of a net loss of $%illion, offset by noncash items of $2:
million and a net change in operating assets atmlities of $1.7 million. Noncash items for 201@nsisted primarily of the change in valuat

of our preferred stock warrant and purchase righility of $7.2 million, depreciation expense &.8 million, expense related to issuance of
common stock to our founders of $1.8 million amatktbased compensation expense of $1.8 million.sidnaficant items in the change in
operating assets and liabilities include a decreapeepaid expenses of $4.0 million, an increasgeferred revenue of $4.4 million and
increases in inventory and accounts receivable3d fillion and $3.7 million, respectively. The dease in prepaid expenses was due to the
use of fully refundable short-term deposits in 28®8rder components used in the construction gisecers whose specifications were
validated during 2010. The increase in inventorg wae to materials inventory purchases and wogeégess to support customer orders. The
increase in deferred revenue was due to advarigggkarrangements during 2010. The increase inatsareceivable was due to increased
revenue and advance billing arrangements durin@.201

Net cash used in operating activities was $26.%anituring 2009 and consisted of a net loss of $38illion, offset by noncash items of $¢
million and a net decrease in operating assetdiapitities of $1.3 million. Noncash items for 20@8nsisted primarily of depreciation expense
of $5.2 million, noncash interest expense relabealr promissory notes and notes payable of $2liomand stock-based compensation
expense of $1.4 million, partially offset by theaclge in valuation of our preferred stock warraaility of $1.1 million. The significant
changes in operating assets and liabilities inclodeeases in deferred rent of $5.0 million, acd¢syrayable of $1.1 million and deferred
revenue of $1.3 million, partially offset by anisase in prepaid expenses of $4.7 million and erease in accounts receivable of $1.3 mill
The significant change in deferred rent was dubedifference between rent amounts paid and are@axtensed during 2009 on our facility,
while the significant increase in prepaid expensehie to making fully refundable short-term depo&r components used in the construction
of sequencers whose specifications were undetednitee increase in accounts payable during 2009dwado increased purchases associatec
with the start-up of our production facilities dugithe fourth quarter of 2009. The increases imaets receivable and deferred revenue were
due to revenue recognized in the fourth quart@0@® and advance billing arrangements with custemer
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Investing Activitie:

Net cash used in investing activities were $27.flionj $18.8 million and $9.7 million in 2011, 20Hhd 2009, respectively. The significi
increase in 2011 when compared to 2010 was dueetpurchase of $52.7 million in available-for-sséeurities with the proceeds of our
common stock offering in June 2011. These purchakasailable-for-sale securities were partialljset by $46.7 million in proceeds from
maturities of available-for-sale securities. There no purchases of available-for-sale secuiiiti@®10 or 2009. We purchased $20.4 million,
$18.8 million and $9.7 million in property and eppient in 2011, 2010 and 2009, respectively. Thelmasges of property and equipment du
2011 and 2010 were primarily for sequencing equignreomputing infrastructure, research and deve&gmrototype equipment and facility
improvements while the purchases of property andpasent during 2009 were for equipment used instart-up production and research and
development activities and leasehold improvemesitded to our facilities.

Financing Activities

Net cash provided by financing activities durind. 2®f $85.8 million consisted primarily of $73.9liwin in net proceeds from our comm
stock offering in the second quarter of 2011 an@l@2nillion in proceeds from our term loan with ©sd Finance Corporation (“Oxford”).
These proceeds were partially offset by repaymeintise term loans of $9.6 million.

Net cash provided by financing activities durind@®f $115.0 million consisted primarily of net peeds from our IPO of common stock
$47.2 million, net proceeds from our issuance oivestible preferred stock of $39.4 million and pedceeds from our issuance of promissory
notes and notes payable of $36.2 million, respelstj\offset by repayment of notes payable of $8iléan.

Net cash provided by financing activities durind2®f $37.9 million consisted primarily of net peszls from our issuance of converti
preferred stock and proceeds from our issuanceonfigsory notes of $27.2 million and $14.7 millisespectively, offset by repayment of
notes payable of $4.0 million.

Operating and Capital Expenditure Requirements

To date, we have not achieved profitability on arterly or annual basis and we expect this trermbtdinue as our cash expenditures will
remain significant in the short-term. We plan tadwur short-term liquidity requirements using casld cash equivalents and short term
investments, including interest income earned osdtbalances. At January 1, 2012, our principaitdkom liquidity needs are:

» to fund our operating losse
» to fund our working capital for commercial operasgincluding personnel costs and other operatipgrese
* to expand the sample preparation, sequencing anguting capacity in our Mountain View and Santar€lleased facilities
» to finance the further research and developmentipEequencing technology and servic
» to finance sales and marketing activities;
» to service our debt obligatior
We have a capital intensive business model andvee#st investing approximately $16.0 million irdéibnal capital during 2012. In addition,

as a public company we also incur significant legatounting and other expenses that we did nat ias a private company. We anticipate
that we will continue to incur net losses for theskeeable future as we continue to expand ounéssiand build our infrastructure.
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In addition to our continued expenditures for tkpansion of our Mountain View sequencing facilftyither development of our sequencing
technology and services, and expansion of our salédsnarketing activities, our principal long-teliquidity needs are:

» to fund our working capital for commercial operasoincluding any growth in working capital requirdey growth in our busines
» to finance the possible development of additioeglugncing centers; ai
» to service our debt obligatior

The timing and amount of our future capital requiests will depend on many factors, including, batt limited to, the following:
» the financial success of our genome sequencingéss
» our ability to increase the genome sequencing dpiacour Mountain View facility;
» whether we are successful in obtaining payments ftostomers
» whether we can enter into collaborations and estall recurring customer ba:
» the progress and scope of our research and devetdprojects
» the filing, prosecution and enforcement of patdainas;

» the rate at which we establish possible additigealome sequencing centers, if any, and whetherawdind suitable partners wi
which to establish those cente

» the effect of any joint ventures or acquisition®otifer businesses or technologies that we may amiteor make in the future; at
» lawsuits brought against us by third part

Our forecast of the period of time through which fimancial resources will be adequate to supportaperations and the costs to support our
general and administrative, sales and marketingesehrch and development activities are forwao#titay statements and involve risks and
uncertainties. Actual results could vary materialhd negatively as a result of a number of faciodyding the factors discussed under the
caption “Risk Factors.” We have based these estisnah assumptions that may prove to be wrong, andowld use our available capital
resources sooner than we currently expect.

Term Loans

On December 17, 2010, we entered into a loan antigeagreement with Atel Ventures, Inc. (“Atel®n March 25, 2011, we entered into a
new loan and security agreement with Oxford.

Atel Loan Agreemen

The loan and security agreement with Atel (the tAi@an Agreement”) consists of a $6.0 million telman for equipment purchases, which are
collateralized to secure the term loan. Under ¢nms of the Atel Loan Agreement, the term loan hegas being repaid in 36 equal monthly
payments of principal and interest. Interest accrethe term loan at a rate of 11.26% per anndma.olitstanding borrowings under the term
loan are collateralized by a senior priority intri@ certain of our current property and equipmantl all property and equipment that was
purchased during the term of the Atel Loan Agregmi@nconnection with entering into the loan andwséy agreement with Oxford, we and
Atel made certain administrative and technical agnegnts to the Atel Loan Agreement.

In connection with the Atel Loan Agreement, we exbtio Atel a warrant to purchase 49,834 sharesiof@mmon stock at an exercise price of
$7.224 per share. The warrant was exercised ifullune 17, 2011.
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The Atel Loan Agreement contains customary reptasiens and warranties, covenants, including clpsind advancing conditions, events of
defaults and termination provisions. The affirmatoovenants include, among other things, that wiataia certain cash account balances, and
liability and other insurance, and that we pledgeusity interests in any ownership interest of tarfel subsidiary. The negative covenants
preclude us from, among other things, disposingeofain assets, engaging in any merger or acausiticurring additional indebtedness,
encumbering any collateral, paying dividends or mglprohibited investments, in each case withoatgtor consent of Atel. As of

December 31, 2011, we were in compliance withteldovenants in the Atel Loan Agreement. In Felyr@@i 2, it became evident that we
would breach a covenant in the Atel Loan Agreenasntur 2011 consolidated financial statements wikédly contain an explanatory
paragraph regarding substantial doubt about olityatw continue as a going concern in the opinbenthe financial statements from our
independent registered public accounting firm. éoftiary 2012, the Atel Loan Agreement was amenal@tttude, among other things, a
waiver for this expected covenant violation.

Oxford Loan Agreement

On March 25, 2011, we entered into a loan and ggagreement (the “Oxford Loan Agreement”) withfosd Finance Corporation

(“Oxford”). The Oxford Loan Agreement provides fmterm loan of $20.0 million. The outstanding bakaof the term loan must be repaid in
full by October 1, 2014 (the “Maturity Date”). Undile terms of the Oxford Loan Agreement, the @uding balance accrues interest at a rate
of 9.80% per annum. Until May 1, 2012 (the “Amoatiibn Date”), we must make monthly payments equ#thé accrued interest on the
outstanding loan balance, and, following the Anzation Date through the Maturity Date the outstagdoan balance will be repaid in thirty
(30) equal monthly payments of principal and intere

As a condition to the Oxford Loan Agreement, aiporbf the term loan was used to repay the remgibalance of $7.4 million on our existi
term loan agreement with Comerica. Following repegtof the outstanding indebtedness, the Comeea lIAgreement was terminated. We
intend to use the remainder of the Oxford term lmafund our working capital requirements.

The term loan is secured by a senior priority dfabur assets, excluding our intellectual propemd those assets securing borrowings under
the Atel loan agreement. In addition, we have adjre# to pledge our intellectual property to anottity without Oxford’s approval or
consent.

In connection with the entry into the Oxford Loagr@ement, we issued to Oxford warrants to purchassggregate of 160,128 shares of our
common stock (the “Warrant Shares”) at an exengigee of $7.495 per share. The warrants expiréeherseventh anniversary of the issuance
date. We also agreed to use best efforts to prdiderd certain registration rights covering the Wéat Shares.

The Oxford Loan Agreement contains customary regredions and warranties, covenants, closing amwdraihg conditions, events of default
and termination provisions. The affirmative covesanclude, among other things, that we timely filges, maintain certain operating accol
subject to control agreements in favor of Oxfor@jmtain liability and other insurance, and pledgeusity interests in any ownership interes
a future subsidiary. The negative covenants preglachong other things, disposing of certain aseatgging in any merger or acquisition,
incurring additional indebtedness, encumberingaoilateral, paying dividends or making prohibitegéstments, in each case, without the
prior consent of Oxford. The Oxford Loan Agreemprdvides that an event of default will occur if (hgre is a material adverse change in our
business, operations or condition (financial orotlise), (2) there is a material impairment in phespects of us repaying any portion of our
obligations under the term loan, (3) there is aamaltimpairment in the value of the collateraldged to secure our obligations under the
agreement or in Oxford’s perfection or priority ovike collateral, (4) we default in the paymenainf amount payable under the agreement
when due, or (5) we breach any negative covenargbain affirmative covenants in the agreemerhjéstt to a grace period in some cases).
The repayment of the term loan is acceleratedviotig the occurrence of an event of default or athss, which would require us to
immediately pay an amount equal to the sum ogl(iputstanding principal plus accrued but unpaterest, (ii) the prepayment fee, (iii) the
final payment, plus (iv) all other sums, that shl/e become due and payable
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but have not been paid, including interest at #fault rate with respect to any past due amourgfDecember 31, 2011, we were in
compliance with all the covenants in the Oxford h@greement. In February 2012, it became evideattwe would breach a covenant in the
Oxford Loan Agreement as our 2011 consolidatedfifed statements would likely contain an explanaparagraph regarding substantial
doubt about our ability to continue as a going @ndn the opinion on the financial statements fiam independent registered public
accounting firm. In February 2012, the Oxford Lasgreement was amended to include, among otherghagvaiver for this expected
covenant violation.

Contractual Obligations and Commitments
The following summarizes the future commitmentsiag from our contractual obligations at Decemikr2D11 (in thousands):

Payment due by period

Less thar More than
Contractual obligations Total 1 year 1-3 years 5 y:);ars 5 years
Debt obligations® $24,02¢ $ 6,857 $17,167 $ — $ —
Interest® 4,34 2,17 2,16¢ — —
Operating lease obligatiol®) 14,48¢ 3,43¢ 5,96t 5,08t —
Purchase obligatior® 14,23¢ 11,71« 2,48: 39 —
Total $57,09: $24,18¢ $27,78: $5,12¢ $ —

(1) Represents our outstanding debt under our termdaanof December 31, 201

(2) Represents interest payments on our outstandinguteter our term loans as of December 31, 2!

(3) Consists of contractual obligations under -cancellable office space operating leas

(4) Consists of purchase obligations related to ouradagnter and nc-cancellable orders for sequencing components. abke above als
includes agreements to purchase goods or serviz@dtive cancellation provisions requiring little mo payment. The amounts under
such contracts are included in the table above beeananagement believes that cancellation of tbestacts is unlikely and the
Company expects to make future cash payments asgdadthe contract terms or in similar amounts éimilar materials.

Off-Balance Sheet Arrangements

We do not currently have, nor have we ever had ralaionships with unconsolidated entities or ficial partnerships, such as entities often
referred to as structured finance or special pwgugities, established for the purpose of fatititnoff-balance sheet arrangements or other
contractually narrow or limited purposes. In additiwe do not engage in trading activities involyimon-exchange traded contracts.

Indemnification

In the normal course of business, we enter intdraots and agreements that contain a variety oEssmtations and warranties and provide for
general indemnifications. Our exposure under tlxgseements is unknown because it involves claimisntay be made against us in the fut
but have not yet been made. To date, we have bapg claims or been required to defend any actidated to our indemnification
obligations. However, we may record charges irftigre as a result of these indemnification obiigyad.

In accordance with our certificate of incorporatamd bylaws, we have indemnification obligation®tw officers and directors for specified
events or occurrences, subject to some limits,enthiéy are serving at our request in such capacifigere have been no claims to date, and we
have director and officer insurance that may enabl® recover a portion of any amounts paid fturiipotential claims.

Recent Accounting Pronouncemen
See “Note 2: Summary of Significant Accounting Biels” of the Financial Statements in Part Il, It@rof this report.
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ITEM7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

As of December 31, 2011, our investment portfobiasists of money market funds and fixed-income guwental securities. The primary
objectives of our investment are to preserve chaitd maintain liquidity. Our primary exposureswarket risk are interest rate income
sensitivity, which is affected by changes in thaagal level of U.S. interest rates, and conditionhe credit markets, including default risk.
However, since all of our investments are in momeyket funds and highly liquid short-term governmaésecurities, we do not believe we are
subject to any significant market interest ratk @ézposure. We do not hold any foreign currencgtber derivative financial instruments.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Audited financial statements of Complete Genomlius,
Report of Independent Registered Public Accourf&imm
Financial Statemen
Consolidated balance she
Consolidated statements of operati
Consolidated statements of convertible preferredksand stockholde’ equity (deficit)
Consolidated statements of cash flc
Notes to consolidated financial stateme
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Stockholders of
Complete Genomics, Inc.

In our opinion, the consolidated financial statetadisted in the accompanying index present faifyall material respects, the financial
position of Complete Genomics, Inc. and its sulasids at December 31, 2011 and 2010, and the sesutbeir operations and their cash flows
for each of the three years in the period endecber 31, 2011 in conformity with accounting prpies generally accepted in the United
States of America. Also in our opinion, the Compamgintained, in all material respects, effectivteinal control over financial reporting as of
December 31, 2011, based on criteria establishedemal Control - Integrated Frameworiksued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSOg CTbmpany’s management is responsible for theaadial statements, for maintaining
effective internal control over financial reportingd for its assessment of the effectiveness efrat control over financial reporting, included
in Management’s Annual Report on Internal Contra¢roFinancial Reporting appearing under Item 9Ar @gponsibility is to express
opinions on these financial statements and on tmegany’s internal control over financial reportingsed on our audits (which was an
integrated audit in 2011). We conducted our auditeccordance with the standards of the Public GomgpAccounting Oversight Board
(United States). Those standards require that e ghd perform the audits to obtain reasonableassel about whether the financial
statements are free of material misstatement ardh&h effective internal control over financial ogfing was maintained in all material
respects. Our audits of the financial statemertisided examining, on a test basis, evidence suipgdtte amounts and disclosures in the
financial statements, assessing the accountingipt&s used and significant estimates made by neanagt, and evaluating the overall
financial statement presentation. Our audit ofrima&control over financial reporting included dbtag an understanding of internal control
over financial reporting, assessing the risk thatzderial weakness exists, and testing and evay#te design and operating effectiveness of
internal control based on the assessed risk. Qditsaalso included performing such other procedasege considered necessary in the
circumstances. We believe that our audits provideaaonable basis for our opinions.

The accompanying consolidated financial statemleawe been prepared assuming that the Companyanmitireie as a going concern. As
discussed in Note 1 to the consolidated finant&ksnents, the Company has suffered recurring $assm operations and significant negative
cash flow from operations that raise substantiabd@bout its ability to continue as a going concdfanagement’s plans in regard to these
matters are also described in Note 1. The congelidé@nancial statements do not include any adjaststhat might result from the outcome of
this uncertainty.

A company’s internal control over financial repogiis a process designed to provide reasonableaagsuregarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyesaktepted accounting principles. A
company'’s internal control over financial reportingludes those policies and procedures that (fapeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettiiansactions and dispositions of the assetseoédmpany; (i) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@awih generally accepted accounting
principles, and that receipts and expenditureb®itbmpany are being made only in accordance withoaizations of management and
directors of the company; and (iii) provide readslaassurance regarding prevention or timely dietecf unauthorized acquisition, use, or
disposition of the company’s assets that could lraneterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of any
evaluation of effectiveness to future periods agect to the risk that controls may become inadégjbecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

/sl PricewaterhouseCoopers LLP
San Jose, California
March 8, 2012
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COMPLETE GENOMICS, INC.
CONSOLIDATED BALANCE SHEETS

December 31,

2011 2010
(in thousands, except
share and
per share amounts)
Assets
Current assel
Cash and cash equivalel $ 77,07: $ 68,91¢
Shor-term investment 6,00( —
Accounts receivable (net of allowance for doubtfctounts of $44 and $0 at December 31, 2011
2010, respectively 6,48¢ 4,94:
Inventory 4,121 3,98(
Prepaid expenst 1,141 1,101
Other current asse 341 78
Total current asse 95,16¢ 79,02(
Property and equipment, r 33,59: 23,84:
Other asset 1,44¢€ 297
Total asset $ 130,20: $ 103,16(

Liabilities and Stockholders’ Equity
Current liabilities

Accounts payabl $ 5,36¢ $ 3,06¢
Accrued liabilities 5,40( 3,10z
Notes payable, curre 7,09¢ 5,78(
Deferred revenu 10,02¢ 5,73¢
Total current liabilities 27,88¢ 17,687

Notes payable, net of curre 16,16: 7,521
Deferred rent, net of curre 3,563¢ 4,31¢€
Total liabilities 47,58¢ 29,52

Commitments and contingencies (Note
Stockholder equity
Preferred stock, par value $0.—5,000,000 shares authorized and no shares outstpat
December 31, 2011 and 20 — —
Common stock, $0.001 par value—300,000,000 shaith®@dzed and 33,409,638 shares issued and
outstanding at December 31, 2011; 300,000,000 slzrhorized and 25,922,627 shares issued and

outstanding at December 31, 2( 33 26
Additional pait-in capital 293,77 212,45t
Accumulated defici (211,19¢) (138,849

Total stockholder equity 82,61/ 73,63¢
Total liabilities and stockholde’ equity $ 130,20: $ 103,16(

The accompanying notes are an integral part okthessolidated financial statements.
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COMPLETE GENOMICS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue

Costs and expense

Costs of revenu

Star-up production cost

Research and developmt

General and administrati\

Sales and marketir

Total costs and expens

Loss from operation

Interest expens

Interest and other income (expense),

Net loss

Deemed dividend related to beneficial conversiaiuee of Series E convertik
preferred stocl

Net loss attributed to common stockhold

Net loss per share attributed to common stockhe—basic and dilute:

Weighte-average shares of common stock outstanding usazhiputing net loss pt
share attributed to common stockhol—nbasic and dilute:

Years Ended December 31,

2011 2010
$ 19,34 $ 9,38
28,30¢ —
— 19,89t
32,69 21,69:
14,03¢ 9,34¢
13,60( 6,111
88,63 57,04:
(69,29¢) (47,657
(2,737) (2,827)
(321) (7,207)
(72,349 (57,68
— (408)

$ (72,349 $ (58,099
$ (240 $  (13.60
30,179,12 4,271,171

The accompanying notes are an integral part oktheasolidated financial statements.
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COMPLETE GENOMICS, INC.

CONSOLIDATED STATEMENT OF CONVERTIBLE PREFERRED STO CK
AND STOCKHOLDERS’ EQUITY (DEFICIT)

Total

Convertible preferred stockholders’

stock Common stock

Additional
paid-in Retained equity
Shares Amount Shares Amount capital deficit (deficit)

(in thousands, except (in thousands, except
share and per share amounts) share and per share amounts)
Balances at December 31, 2008 508,94 $ 45,62 93,82¢ — $ 58 $  (45,21) $ (45,15¢)
Issuance of Series D convertible preferred stock fo
cash at $7.56 per share, net of issuance costs of
$2,879 3,972,72! 27,15¢ — — — — —
Issuance of Series D convertible preferred stock
upon conversion of promissory notes and
accrued interest at $7.56 per sk 1,991,32! 15,05¢ — — — — —
Issuance of common stock warrants in connection
with Series D convertible preferred stc — (1,999 — — 1,99¢ — 1,99¢
Employee stock based compensa — — — — 1,142 — 1,142
Nonemployee stock based compensa — — — — 26¢ — 26¢
Issuance of common stock under equity incenti
plan — — 45€ — 4 — 4
Net loss — — — — — (35,94¢) (35,949
Balances at December 31, 20( 6,472,991 85,83: 94,28: — 3,471 (81,167 (77,690
Issuance of Series D convertible preferred stock fo
cash at $7.56 per share, net of issuance costs of
$233 1,346,76: 9,94¢ — — — — —
Issuance of common stock to founders at $2.34
share for services render — — 786,53: 1 1,83¢ — 1,84(
Issuance of common stock warrants in connection
with promissory note — — — — 5,38¢ — 5,38¢
Issuance of Series E convertible preferred stock
upon conversion of promissory notes and
accrued interest at $7.56 per sk 2,990,35! 15,40: — — — — —
Issuance of Series E convertible preferred stock fo
cash in at $7.56 per share, net of issuance costs
of $187 2,284,511 17,08 — — — — —
Issuance of common stock warrants in connecti
with sale of Series E convertible preferred st — (882) — — 2,02C — 2,02(
Issuance of purchase rights for Series E convertibl
preferred stoc| — (1,144 — — — — —
Beneficial conversion feature embedded in Seri
convertible preferred stock issued for ¢ — (405) — — 40& — 40%
Recognition of conversion feature embedded in
Series E convertible preferred stock issued for
cash — 40k — — (405) — (405)
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COMPLETE GENOMICS, INC.

STATEMENT OF CONVERTIBLE PREFERRED STOCK
AND STOCKHOLDERS’ EQUITY (DEFICIT)

Total

Convertible preferred stockholders’

stock Common stock Additional
paid-in Retained equity
Shares Amount Shares Amount capital deficit (deficit)
(in thousands, except (in thousands, except
share and per share amounts) share and per share amounts)
Reclassification of preferred stock purchas
right liability to preferred stock upon
exercise of those righ — 9,152 — — — — —
Issuance of Series E convertible preferred
stock for cash at $7.56 per share, net of
issuance cost of $ 1,637,311 12,36¢ — — — — —
Exercise of common stock warrants for ¢ — — 413,39¢ 1 61¢ — 62C

Conversion of preferred stock into common
stock immediately prior to initial public
offering (14,731,93) (147,76Y 17,445,66 17 147,74¢ — 147,76!

Net exercise of preferred and common st
warrants immediately prior to initial
public offering — — 1,065,39: 1 Q) — —

Reclassification of preferred stock warrant
liability into additional paid-in capital
upon initial public offering — — — — 2,271 — 2,271

Issuance of common stock in initial public
offering at $9.00 per share, net of

issuance costs of $6,8: — — 6,000,00! 6 47,16¢ — 47,17"
Employee stoc-based compensatic — — — — 1,63( — 1,63(
Nonemployee sto-based compensatic — — — — 121 — 121
Issuance of common stock under equity

incentive plan: — — 117,35¢ — 17€ — 17€
Net loss — — — — — (57,687) (57,687)
Balances at December 31, 20! — — 25,922,62 26 212,45¢ (138,849) 73,63¢

Issuance of common stock warrants in
connection with the Oxford Loan
Agreemen — — — — 987 — 987

Issuance of common stock in secondary
public offering at $12.5 per share, net of
issuance costs of $5,1. — — 6,325,001 6 73,92¢ — 73,93

Warrants exercised on a net b¢ — — 526,80! — — — —

Reclassification of warrant liability into
additional paidin capital upon exercise

those warrant — — — — 642 — 64:
Employee stock based compensa — — — — 4,25¢ — 4,25¢
Nonemployee stock based compensa — — — — 65 — 65
Issuance of common stock under equity

incentive and stock purchase pl: — — 635,20¢ 1 1,43¢ — 1,44(
Net loss — — — — — (72,349 (72,34%)
Balances at December 31, 2011 — $ — 33,409,63 $ 33 $ 293,77 $ (211,196 $ 82,61«

The accompanying notes are an integral part oktheasolidated financial statements.
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COMPLETE GENOMICS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31,

2011 2010 2009
(In thousands)

Cash flows from operating activities

Net loss $(72,349) $(57,68Y) $(35,949)
Adjustments to reconcile net loss to net cash usegerating activitie:
Depreciation and amortizatic 11,71 8,01¢ 5,24(
Amortization of debt issuance co — 41C 25¢
Write-down of inventory 93¢ 14¢ —
Issuance of common stock to found — 1,84( —
Change in fair value of warrant liability and stqukrchase rigr 361 7,211 (1,089
Stoclk-based compensatic 4,32¢ 1,751 1,41C
Noncash interest expense related to the promisguiigs and notes payat 67C 1,48¢ 2,11:
Other 84 10¢ 31
Changes in assets and liabilit
Accounts receivabl (1,589 (3,655 (2,28¢)
Inventory (1,079 (3,779 (359
Prepaid expenst¢ (40) 4,05t (4,68¢)
Other current asse (263) 11¢ 11C
Other asset (437) (53 (143)
Accounts payabl 1,22¢ 481 1,07¢
Accrued liabilities 2,417 78¢ 28¢
Deferred revenu 4,28 4,43 1,302
Deferred rent, net of curre (777) (701) 5,017
Net cash used in operating activit (50,51) (35,019 (26,667)
Cash flows from investing activities
Purchases of availat-for-sale securitie (52,659 — —
Proceeds from maturities of availa-for-sale securitie 46,65: — —
Purchases of property and equipm (20,399 (18,802 (9,659
Increase in restricted ca (500) — —
Purchase of patel (250 — —
Net cash used in investing activiti (27,149 (18,80:) (9,659

Cash flows from financing activities

Proceeds from promissory not — 22,24 14,72¢
Proceeds from notes payal 20,00( 14,00( —
Repayment of notes payat (9,560 (8,647) (3,990
Proceeds from issuance of convertible preferreckstoet of issuance cos — 39,40: 27,15¢
Proceeds from issuance of common stock, net ofrs=sicost 73,93: 47,17¢ —
Proceeds from issuance of common stock under eppgentive and stock purchase pl: 1,44( 79€ 4
Net cash provided by financing activiti 85,81: 114,97: 37,89¢
Net increase in cash and cash equival 8,15¢ 61,15: 1,57¢
Cash and cash equivalents at beginning of 68,91¢ 7,76k 6,18¢
Cash and cash equivalents at end of- $ 77,07 $ 68,91¢ $ 7,76¢
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COMPLETE GENOMICS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Supplemental disclosure of cash flow informatior

Cash paid for intere:

Supplemental disclosure of noncash investing andnfancing activities

Issuance of warrants for convertible preferredlstnacconnection with promissory not
Issuance of warrants for common stock in conneatiibh convertible preferred stock financin
Conversion of promissory notes and interest intovedtible preferred stoc

Acquisition of property and equipment within acctaupayable

Issuance of warrants for common stock in conneatiith notes payabl

Issuance of purchase rights for Series E converfibéferred stoc

Reclassification of purchase right liability to feeed stock upon exerci:

Reclassification of warrant liability to additiongéic-in capital upon initial public offerin
Reclassification of warrant liability to additiongdic-in capital upon exercise of warre
Conversion of preferred stock into common stockruipdtial public offering

Deemed dividend related to the beneficial conversature of Series E convertible preferred st

Years ended December 3.

2011 2010 2009
(In thousands)

$2,191 $ 1,19¢ $ 1,06¢
$ — $ — $ 1,541
— 2,02( 1,99¢
— 15,40t 15,05¢
1,071 1,69¢ 2,45¢
987 5,671 —
— 2,66¢ —
— 9,15¢ —
— 2,271 —
6432 — —
— 147,76! —
— 40¢E —

The accompanying notes are an integral part okthessolidated financial statements.
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Complete Genomics, Inc.
Notes to Consolidated Financial Statements

1. ORGANIZATION AND DESCRIPTION OF BUSINESS

Complete Genomics, Inc., (the “Company”) is a fitdences company that has developed and commeeciadi DNA sequencing platform for
whole human genome sequencing and analysis. The&uots Complete Genomics Analysis Platform (“CGAtRIrm”) combines its
proprietary human sequencing technology with itsaaded informatics and data management softwarésedd-to-end outsourced service
model to provide customers with data that is imratdy ready to be used for genome-based reseanenC@mpany’s solution provides
academic, biopharmaceutical and translational nregli@searchers with whole human genome data adgseswithout requiring them to
invest in in-house sequencing instruments, higlieperance computing resources and specialized peetolm the DNA sequencing industry,
complete human genome sequencing is generally dbeniee coverage of at least 90% of the nucleoiilése genome. The Company was
incorporated in Delaware on June 14, 2005 and begarations in March 2006. The Company was in @ldgwment stage at the beginning of
2010 but made the determination that it is no lorzgeevelopment stage company as of December 30, Bince inception, the Company has
been engaged in developing its complete human gers@guencing technology, raising capital and réngupersonnel.

In November 2010, the Company closed the initiddligwffering of its common stock (the “IPO”) andld 6,000,000 shares of its common
stock at a public offering price of $9.00 per shaitee Company received gross proceeds of approglyndb4.0 million from this transaction,
before underwriting discounts and commissions dfeting expenses. On June 1, 2011, the Company letetban underwritten public
offering of 6,325,000 shares of its common stock1£%.50 per share. The Company received gross gueas approximately

$79.1 million from this transaction, before undeting discounts and commissions and offering expsns

The Company has incurred net operating lossesignidisant negative cash flow from operations dgrgvery year since inception. At
December 31, 2011, the Company had a retainedtdeffi211.2 million. Management believes that thierent cash, cash equivalents and
short- term investments, totaling $83.1 millionlwibt be sufficient to support the Company’s cutlseplanned operations for the twelve
months beyond the December 31, 2011 balance shezfbove factors give rise to substantial doulhd dse Company’s ability to continue as
a going concern. These financial statements dinchtde any adjustments that might result fromahtcome of this uncertainty.

The Company is actively pursuing additional fundamions, including equity offerings, strategic porate alliances, and the establishment of
product related research and development limitethpeships, to obtain additional financing to cant the development of its service offeri
and the expansion of its market. There can be sirasce that the Company will be successful ieffiarts to raise additional capital. Should
the Company be unable to raise adequate financiggrerate revenue in the future, long-term opamativill need to be scaled back or
discontinued.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation and Use of Estima

The accompanying financial statements have begraped in accordance with accounting principles gihyeaccepted in the United States of
America (“GAAP”) and include all adjustments neagdor the fair presentation of the Company’s ficial position, results of operations and
cash flows for the periods presented. In prepatieginancial statements, management must makaatsts and assumptions that affect the
reported amounts of assets and liabilities anditbeosure of contingent assets and liabilitiesfabe date of the financial statements and the
reported amounts of revenue and expenses duringplogting period. Actual results could differ frahose estimates.

The consolidated financial statements include to®ants of Complete Genomics and those of its wkmNned subsidiaries. All inter-
company accounts and transactions have been etedina
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Stock Split

The Company initiated a 30-for-1 reverse stock gffective November 2009. All share and per slaaneunts in these financial statements
have been retroactively adjusted to give effe¢ch&reverse stock split.

Segment Informatior

The Company operates as one segment. Managemsranseneasure of profitability and does not segiitebusiness for internal reporting.
All of the Company’s assets are located in the éthBtates.

Revenue Recognitio

The Company generates revenue from selling our hugraome sequencing services. Revenue is recogwizexd all of the following criteria
are met: persuasive evidence of an arrangemerisgetiite has transferred, the price is fixed oredminable and collectability is reasonably
assured. Upon completion of the sequencing proeesship or make available the research-ready gendata to the customer. The Company
uses shipping documents and third-party evideneetify shipment of the data. In order to determirieether collectability is reasonably
assured, the Company assesses a number of fantdusling past transaction history with the custorad the creditworthiness of the
customer. If the Company determines that collelitglié not reasonably assured, the Company defersecognition of revenue until
collectability becomes reasonably assured.

Through a signed contract, which may be in the fofra signed agreement or purchase order, the Quyrgstablishes persuasive evidence of
an arrangement with its customers and whether ikexdixed and determinable price. The contratlirees terms and conditions to determine
the Company’s obligations associated with the @mttiRevenue is recognized, net of discounts acehtives, when the individual genomic
data is shipped or made available to customersipod satisfaction of its obligations. If the Compduas not satisfied its obligations as
outlined in the terms and conditions of the contreavenue is deferred until these obligationssatésfied.

In certain circumstances, the Company may agreeritract modifications prior to its fulfilment afn arrangement and recognition of related
revenue. In these circumstances, the modificattmasaccounted for as additional contract obligationdeliverables. Revenue is then allocated
to the modified deliverables and recognized whenfthur general revenue recognition criteria havenhaet.

The Company also receives down payments from cietprior to the commencement of the genome sefqgepoocess. Any down payme
received are recorded as deferred revenue unttimepany meets all revenue recognition criteria.

In the first quarter of 2011, the Company adoptedgrovisions of Accounting Standards Update (“ApRI09-13 Revenue Recognition
(Topic 605) Multiple-Deliverable Revenue Arrangetagwhich amended existing accounting guidance foenee recognition for multiple-
element arrangements). Simultaneously, the Compaeated a dedicated customer support team. The &onapplied the provisions ASU
2009-13 on a prospective basis to all revenue geraents entered into or materially modified sifezlieginning of 2011.

In general, the Company’s multiple element arrang@siprovide for delivery of research-ready genatiaitas and technical customer support.
The Company has evaluated the allocation of thengement consideration to its deliverables usieg¢hative-selling-price hierarchy required
in ASU 2009-13 of vendor specific objective evider{tVSOE"), third party evidence (“TPE”") or its lesstimate of selling price (“ESP”).
VSOE is based on the price charged when the eleimentd separately and is the price actually obafgr that deliverable. The Company
typically is not able to determine VSOE for an edginbecause a substantial majority of the sellimgep for the Compang’services do not fe
within a reasonably narrow range. TPE is determiveesed on a competitor’s price for similar deliv#ea when sold separately. The Company
typically is not able to determine TPE as the Comypa unable to reliably determine competitor psiéer similar deliverables when sold
separately. Therefore, the Company uses ESP alldisation of arrangement consideration to its geasequencing data and its technical
support services.
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The objective of ESP is to determine the price littvthe Company would enter into a transactiomwite customer if the service were to be
sold by the Company on a standalone basis. Spaltjfi¢or such price determination, the Companysiders the cost to provide the service
targeted margin on that service, the economic ¢immdi and trends, and its ongoing pricing strat@gy policies.

The revenue related to the technical customer stigpovice is recognized on a straight-line basgjinning from the date the revenue related
to the delivery of the genome sequencing datacisgrized, over the time period during which théntecal support services are provided.

Concentration of Credit Risk and Other Risks and thrtainties

The Company is subject to all of the risks inheiergn early-stage company developing a new appraa®NA sequencing. These risks
include, but are not limited to, limited managemesiources, the need to rapidly develop and imphkemew methods and equipment, high
costs to develop technology and the market faétsices, intense competition, dependence upoomestacceptance of the products in
development and the changing nature of the DNA eecjng industry. The Company’s operating resultg beamaterially affected by the
foregoing factors.

The Company depends on a limited number of sugpliecluding single-source suppliers, of variousaal components in the sequencing
process. The loss of these suppliers, or theurailo supply the Company with the necessary coesron a timely basis, could cause delays
in the sequencing process and adversely affecttmepany.

The Company’s allocates its revenues to individaaintries based on the primary locations of itdamsrs.

As of December 31, 2011 and 2010, customers repiagegreater than 10% of accounts receivable wer®llows:

December 31 December 31
Customer 2011 2010
Customer F td 16%
Customer C 16% *
Customer 13% 27%

* Less than 109

For 2011, 2010 and 2009, customers representirgegrthan 10% of revenue were as follows:

Customer 2011 201C 200¢

Customer A 12% * 16%
Customer E 15 * 16%
Customer C * 11% 16%
Customer C * * 17%
Customer E * * 16%
Customer F * * 13%

* Less than 109

For 2011, 2010 and 2009, countries representingtgréhan 10% of revenue were as follows:

Country 2011 201C 200¢
Belgium * 11% 16%
The Netherland 12% * *
United State: 72% 71% 84%
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Fair Value of Financial Instruments

Carrying amounts of certain of the Company’s finahinstruments, including cash and cash equivalgrepaid expenses and other current
assets, accounts payable and accrued liabilifgspaimate fair value due to short maturities. Base borrowing rates currently available to

the Company for promissory notes, notes payablaennd loans with similar terms, the carrying vatdg@romissory notes, notes payable and
term loans approximate their fair value.

Cash and Cash Equivalents

The Company considers all highly liquid investmgmischased with original maturities of three morth¢ess to be cash equivalents. Cash anc
cash equivalents are deposited in a demand acaadioney market funds at two financial institusioAt times, such deposits may be in
excess of federally insured limits. As of Decemb®gr2011, the Company has $0.5 million in restdatash which collateralizes its company
credit cards. This restricted cash is included theDAssets on the balance sheet and is classifiéoing-term.

Available-for-Sale Securities

The Company classifies its investments in fixedme securities as available-for-sale securitieseedrincome securities consist of U.S.
treasury notes and treasury bills. These availtdlsale securities are held in the custody of magor financial institution. The specific
identification method is used to determine the tasis of fixed income securities sold. These seesiare recorded on the balance sheets at
fair value. Unrealized gains and losses on theserigies are included as a separate componentcoihaalated other comprehensive income
(loss), net of tax. The Company classifies its labdé-for-sale securities as current based on étere of the securities and their availability for
use in current operations.

Accounts Receivabl

Accounts receivable are recorded at the invoiceduarnand are non-interest bearing. The Companytaiagan allowance for doubtful
accounts to reserve for potentially uncollectildeaivables. Management reviews the accounts rddeit@identify specific subscribers where
collectability may not be probable. The amounthaf &llowance is determined by management estirbatesd on historic write-off trends and
specific account analysis. In 2011, the Compangnded an allowance of $44,250. There were no vafitein 2011 or any other activity in a
prior year.

Property and Equipment, Ne

Property and equipment are stated at cost lessradated depreciation and amortization. Depreciadibproperty and equipment is computed
using the straight-line method over their estimatsefful lives as follows:

Computer equipmet 3 year
Computer softwar 3 year
Furniture and fixture 5 year
Machinery and equipme! 3 year

Leasehold improvements are amortized over the shoftthe useful life or the remaining term of tease. Upon retirement or sale, the cost
related accumulated depreciation are removed fhenbalance sheet and the resulting gain or lagflected in the statement of operations.
Maintenance and repairs are charged to costs grehegs as incurred.

Impairment of Lonc-Lived Assets

The Company reviews its long-lived assets for impant at least annually or whenever events or abgirgcircumstances indicate that the
carrying amount of an asset may not be recover&aeoverability is measured by comparison of threygay amount to the future net cash
flows which the assets are expected to generate. If
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such assets are considered to be impaired, tharimgrat to be recognized is measured by the amouwathich the carrying amount of the
assets exceeds the projected discounted futureasbtflows arising from the asset. There have beesuch impairments of lorlged assets t
date.

Capitalized Software — Internal-use software

The Company capitalizes certain costs incurrediferdevelopment of internal-use software. Thestscadich include the costs associated
with coding, software configuration, upgrades anddancements, are included in property and equipmenhin the balance sheet.

Inventories

Inventories are stated at the lower of cost or miavklue. Cost is determined using standard castich approximate actual costs on a first-in,
first-out basis. Market value is determined asléoeer of replacement cost or net realizable value.

Start-up Production Costs

Startup production costs are incurred during the peoiodevelopment and validation of the productiongeiss and include the costs associ
with commercialization of the sequencing procesge Tompany'’s start-up production costs primarilgsist of costs related to the acceptance
testing of customer genomic samples, sample sequgepeparation, sample sequencing, the procesdidgta generated by the prototype
sequencing instruments, continued validation ofpfeeluction process and optimization of instrunprformance. These costs primarily
include salaries and benefits and stock-based casagien expenses, chemical reagents and enginesstegials and supplies, consultant fees,
depreciation of equipment and facilities-relatedtso

Research and Developme

Research and development costs are charged tatioperas incurred. Research and development audtedie, but are not limited to, salaries
and benefits and stock-based compensation expdabegatory supplies, consulting costs and otherloead expenses.

Government Grant

The Company accounts for its government grantraslaction of expense related to either researctdamdlopment or general and
administrative expense. The allocation is basethergrant agreement and the related expense resethurotal reimbursement of expenses by
the government grant is as follows:

Years ended December 3:

2011 2010 2009
(in thousands)

Research and development expe $ 90€ $687 $ 80C

General and administrative expet 22€ 172 213

$1,13¢ $85¢ $1,01%

Stock-Based Compensation

Stock-based compensation related to awards gramtbe Company’s employees, including stock optistack purchase rights and restricted
stock units (collectively the “awards’ly measured at the grant date based on the faie \wdlthe award. The fair value is recognized geRg¢
over the requisite service period, which is geretake vesting period of the respective awards chNimpensation cost is ultimately recognized
for awards

72



Table of Contents

for which employees do not render the requisitgiserand are forfeited. The Company uses the B&alkoales pricing model to estimate the
fair value of its stock options and stock purchiglets. The fair value of restricted stock uniteggial to the market value of the Company’s
common stock on the date grant.

The Company accounts for stock options issued temployees based on the estimated fair value aiweeds using the BlacReholes optiol
pricing model. The measurement of stock-based cosgim®n is subject to periodic adjustments as tiuerying equity instruments vest, and
the resulting change in value, if any, is recogaiizethe Company statements of operations during the period tla¢e services are render

Income Taxes

The Company accounts for income taxes under tret asd liability method, which requires, among otiéngs, that deferred income taxes be
provided for temporary differences between thebi@sis of the Company’s assets and liabilities aed financial statement reported amounts.
In addition, deferred tax assets are recordechifuture benefit of utilizing net operating loss@sl research and development credit
carryforwards. A valuation allowance is provideciagt deferred tax assets unless it is more likedy not that they will be realized.

The Company adopted the accounting guidance fagrteiaties in income taxes, which prescribes ageition threshold and measurement
process for recording uncertain tax positions takemxpected to be taken, in a tax return in thanfcial statements. The guidance also
prescribes new treatment for the derecognitiorssifigation, accounting in interim periods and tisare requirements for uncertain tax
positions. The Company accrues for the estimateslatof taxes for uncertain tax positions if im®re likely than not that the Company
would be required to pay such additional taxesuAcertain tax position will not be recognized ihés a less than 50% likelihood of being
sustained.

Comprehensive Loss

Comprehensive loss is comprised of net loss aner @bmprehensive income (loss). Other comprehemsogame (loss) is comprised of the
unrealized gains and losses on the Company’s &laifar-sale securities. Other comprehensive inc@ioes) has not been material to date.

Accounting Pronouncement

In June 2011, the FASB issued an amendment toctteuating guidance for presentation of comprehensigome. Under the amended
guidance, a company may present the total of cangmsive income, the components of net income anddmponents of other comprehen
income either in a single continuous statemenbaigrehensive income or in two separate but consecstiatements. In either case, a com|
is required to present each component of net incalorgy with total net income, each component oépttomprehensive income along with a
total for other comprehensive income and a totadamh for comprehensive income. For public comparifesamendment is effective for fiscal
years, and interim periods within those years, ti@gg after December 15, 2011, and shall be appéigdspectively. The Company adop

this amendment on January 1, 2012; however, ottrapeehensive income is not currently material gsentation is omitted. Additionally, the
effective date of certain paragraphs regardingassee of the reclassifications of items out ofianalated other comprehensive income has
been deferred. Other than a change in presentétierdoption of this guidance is not expectedaweta material impact on the Company’s
consolidated financial statements.

3. NET LOSS PER SHARE

Basic net loss per share is computed by dividintdass attributed to common stockholders by thegiveid-average number of common shares
outstanding during the period, excluding sharegestitto repurchase. The Company’s potential dikighares, which include outstanding
common stock options and restricted stock units,
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unvested common shares subject to repurchase, ittt @referred stock, shares issuable under oyrl@yee stock purchase plan and
warrants, have not been included in the computatfatiluted net loss per share for all the periagshe result would be anti-dilutive. Such
potentially dilutive shares are excluded when tifiecé would be to reduce the net loss per share.

A reconciliation of the numerator and denominateediin the calculation of basic and diluted nes$ lpsr share follows:

Years ended December 3:
2011 2010 2009
(in thousands except share and per
share amounts)

Historical net loss per share:

Numerator
Net loss $ (72,349 $ (57,68 $(35,949)
Deemed dividend related to beneficial conversi@tuee of Series E convertible

preferred stocl — (405) —
Net loss attributed to common stockhold $ (72,349 $ (58,097 $(35,949)
Denominatot
Weighte-average common shares outstanc 30,179,12: 4,271,171 94,24;
Less: Weighte-average shares subject to repurct — — (1,249
Denominator for basic and diluted net loss peres 30,179,12 4,271,117 92,99¢
Basic and diluted net loss per share attributembtomon stockholdel $ (2.40) $ (13.60) $(386.5¢)

The following outstanding shares of potentiallyutlite securities were excluded from the computatibdiluted net loss per share for the
periods presented because including them would hagiean anti-dilutive effect:

December 31
2011 2010 2009
Options to purchase common stock 4,101,95: 2,869,74 1,535,46!
Employee stock purchase plan she¢ 286,40! — —
Restricted stock units for common stc 15,00: 27,50( —
Warrants to purchase convertible preferred s — — 384,15!
Warrants to purchase common st 1,533,82: 2,007,45! 1,630,62!
Convertible preferred stock (on ar-if converted basis — — 9,186,72
Total 5,937,18. 4,904,70: 12,736,97
4. SHORT-TERM INVESTMENTS
Summary of Availabl-for-Sale Securities
The following table summarizes the Company’s atéédor-sale securities at December 31, 2011 @usands):
Gross Gross
Amortized Unrealized Unrealized
Fair
Cost Gains Losses Value
Fixed income securitie!
U.S. government securiti«? $ 6,000 $ — $ — $6,00(
Total fixed income securitie $ 6,00( $ — $ — $6,00(

(1) The weighted average contractual maturity of theesririties is 15 days as of December 31, 2
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There were no available-for-sale investments gddvlarch 31, 2011. There were no realized gairlssges or impairment charges on
available-for-sale securities for the year endedebeber 31, 2011.

For fixed income securities that have unrealizedés as of December 31, 2011, the Company hasrie¢er that it does not have the intent to
sell any of these securities.

5. FAIR VALUE MEASUREMENT

Assets and liabilities recorded at fair value ie fimancial statements are categorized based ugolevel of judgment associated with the
inputs used to measure their fair value. HieramHevels which are directly related to the amaoofrgubjectivity associated with the inputs to
the valuation of these assets or liabilities artosws:

Level 1:Observable inputs, such as quoted prices in antewkets for identical assets or liabilities.

Level 2:0Observable inputs, other than Level 1 prices, sischuoted prices for similar assets or liabilitgasoted prices in markets that are not
active or other inputs that are observable or @odsroborated by observable market data for snbially the full term of the assets or
liabilities.

Level 3:Unobservable inputs that are supported by littta@mmarket activity and that are significant to thie value of the assets or liabilities.
The following table sets forth the Company’s fin@hinstruments that are measured at fair valua oecurring basis as of December 31, 2011
and 2010 and by level within the fair value hielgrcAssets and liabilities measured at fair valteecdassified in their entirety based on the

lowest level of input that is significant to therfaalue measurement. The Company’s assessmeh¢ aignificance of a particular input to the
fair value measurement in its entirety requires ag@ment to make judgments and consider factorsfiepecthe asset or liability.

As of December 31, 2011, the Company’s fair valieeanchy for its financial assets and financiabiliies that are carried at fair value was as
follows:

Level 1 Level 2 Level 3 Total
(in thousands)
Assets
Money market funds (included in cash and cash edgmis) $74,37¢ $ — $— $74,37¢
U.S. government securities (included in s-term investments $ — $6,00( $— $ 6,00(

As of December 31, 2010, the Company’s fair valieednchy for its financial assets and financiabilidies that are carried at fair value was as
follows:

Level 1 Level 2 Level 2 Total
(in thousands)
Assets
Money market fund (included in Cash and cash edgig) $50,62: $— $— $50,62:
Liabilities
Warrants to purchase common st $ — $— $ 28z $ 282

Level 2 U.S. government securities are priced usmgbinding market consensus prices that are lborated by observable market data,
qguoted market prices for similar instruments, dacipg models, such as discounted cash flow tectesiqgiihe Company did not have any
transfers between Level 1 and Level 2 fair valu@asoeements during 2011.
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Level 3 warrant liabilities were valued using thadk-Scholes option pricing model. The expectethtfar these warrants is based on the
remaining contractual life of these warrants. Tkgeeted volatility assumption was determined byngixéng the historical volatility for

industry peers, as the Company did not have ac#erffi trading history for its common stock. Thekfieee interest rate assumption is based on
U.S. Treasury investments whose term is consistéhtthe expected term of the warrants. The exmedieidend assumption is based on the
Company'’s history and expectation of dividend pagou

The change in the fair value of the common stockavd liability is summarized below:

(in thousands

Fair value at December 31, 201 $ 282
Increase in the fair value recorded in interest@her income (expense), r 361
Reclassification to additional p«in capital upon exercise of warrants in June 2 (649
Fair value at December 31, 201 $ —

6. BALANCE SHEET COMPONENTS
Inventory, net
Inventory, net consists of the following:

December 31,

2011 2010
(in thousands)

Raw material $1,61% $1,42¢

Work-in-progres: 1,92 1,91%

Finished good 581 637

Total $4,121 $3,98(

Inventory includes items that may be used in tiseaech and development process and such itemgeased as consumed or expired.
Provisions for slow moving, excess, and obsoleteritories are estimated based on quality issuageu®recasts or other causes. In 2011 and
2010, the Company recorded inventory write down$® million and $0.1 million, respectively. Whiwentory is written down, a new cost
basis is established.

Property and Equipment, Ne
Property and equipment, net, consist of the foliayyvi

December 31
2011 2010

(in thousands)
Computer equipmet $ 10,44 $ 7,51¢
Computer softwar 2,39¢ 1,857
Furniture and fixture 58€ 354
Machinery and equipmel 30,017 19,36:
Leasehold improvemen 10,80( 7,024
Equipment under constructic 3,301 37
57,54« 36,15
Less: Accumulated depreciation and amortiza (23,959 (12,310
$ 33,59: $ 23,84

Depreciation and amortization expense for the yeaded December 31, 2011, 2010 and 2009 was $Iflidhi$8.0 million and $5.2 million
respectively.
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Accrued Liabilities
Accrued liabilities consist of the following:

December 31,

2011 2010
(in thousands)
Accrued paid time of $1,84( $1,32¢
Accrued compensation and bene- other 1,90¢ 60¢
Deferred rent, curret 79z 702
Warrants to purchase common st — 282
Other 85¢ 184
$5,40( $3,102

7. COMMITMENTS AND CONTINGENCIES
Operating Lease Obligations

In October 2007, the Company entered into an ageaefor office facilities consisting of approximbtd.0,560 square feet under an operating
lease, which began on January 1, 2008. This agmesmseamended now expires in August 2016.

In October 2008, the Company entered into an ageaefor office facilities consisting of approximbt&6,096 square feet under an operating
lease, which began on March 1, 2009 and expirdaigust 2016.

In April 2011, the Company entered into an agredrfaroffice facilities consisting of approximatel\p,334 square feet under an operating
lease, which began on July 15, 2011 and expir&airch 2013.

The Company recognizes rent expense on a straighbésis over the non-cancellable lease term eswtds the difference between cash rent
payments and the recognition of rent expense a$eardd rent liability. Where leases contain esiadeclauses, rent abatements and/or
concessions, such as rent holidays and landlorehant incentives or allowances, the Company appiem in the determination of straight-
line rent expense over the lease term. Rent exdensiee years ended December 31, 2011, 2010 ad@ ®@s $2.3 million, $2.0 million and
$1.9 million, respectively.

Future minimum lease payments under these non-talbleeoperating leases as of December 31, 201asfellows:

(in thousands
Years Ending December 31

2012 $ 3,43t
2013 3,02t
2014 2,94(
2015 3,02(
2016 2,06¢
Total future minimum lease paymel $ 14,48t

Term Loans

On December 17, 2010, the Company entered intaradad security agreement with Atel Ventures, (f&tel”). On March 25, 2011, the
Company entered into a new loan and security ageaemith Oxford Finance Corporation (“Oxford”).
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Atel Loan Agreemen

The loan and security agreement with Atel (the tAt@an Agreement”) consists of a $6.0 million teloan for equipment purchases, which is
collateralized to secure the term loan. Under ¢nms of the Atel Loan Agreement, the term loan egas being repaid in 36 equal monthly
payments of principal and interest. Interest accrethe term loan at a rate of 11.26% per anndma.olitstanding borrowings under the term
loan are collateralized by a senior priority ingtri@ certain of our current property and equipmand all property and equipment that was
purchased during the term of the Atel Loan Agreemi@nconnection with entering into the loan andwséy agreement with Oxford, the
Company and Atel made certain administrative aodrieal amendments to the Atel Loan Agreement.

In connection with the Atel Loan Agreement, the @amy issued to Atel a warrant to purchase 49,8a4eshof our common stock at an
exercise price of $7.224 per share. The warrantexascised in full on June 17, 2011.

The Atel Loan Agreement contains customary reptasiens and warranties, covenants, including cpsind advancing conditions, events of
defaults and termination provisions. The affirmatoovenants include, among other things, that tihraany maintains certain cash account
balances, and liability and other insurance, aatlttie Company pledges security interests in anyeoship interest of a future subsidiary. The
negative covenants preclude the Company from, arotimey things, disposing of certain assets, enggigimny merger or acquisition, incurr
additional indebtedness, encumbering any collgtpealing dividends or making prohibited investmeirtseach case without the prior consent
of Atel. As of December 31, 2011, the Company wasompliance with all the covenants in the Atel hdsgreement. In February 2012, it
became evident that the Company would breach anemwén the Atel Loan Agreement as its 2011 codsddid financial statements would
likely contain an explanatory paragraph regardumgstantial doubt about the Compasgbility to continue as a going concern in thenapi or
the financial statements from the Company’s inddpanregistered public accounting firm. In Febru2®g 2, the Oxford Loan Agreement was
amended to include, among other things, a waivethis expected covenant violation.

Oxford Loan Agreement

On March 25, 2011, the Company entered into a émehsecurity agreement (the “Oxford Loan Agreemenith Oxford. The Oxford Loan
Agreement provides for a term loan of $20.0 millidhe outstanding balance of the term loan musepaid in full by October 1, 2014 (the
“Maturity Date”). Under the terms of the Oxford LoAgreement, the outstanding balance accrues gitata rate of 9.80% per annum. Until
May 1, 2012 (the “Amortization Date”), the Companyst make monthly payments equal to the accruedest on the outstanding loan
balance, and, following the Amortization Date thgbuhe Maturity Date the outstanding loan balandebe repaid in thirty (30) equal montt
payments of principal and interest.

As a condition to the Oxford Loan Agreement, aiporbf the term loan was used to repay the remgibalance of $7.4 million on our existi
term loan agreement with Comerica. Following repagtrof the outstanding indebtedness, the Comeiea [Agreement was terminated. The
Company intends to use the remainder of the Oxtlend loan to fund our working capital requirements.

The term loan is secured by a senior priority drofalhe Company’s assets, excluding its intellatfroperty and those assets securing
borrowings under the Atel loan agreement. In addjtthe Company agreed not to pledge its intel@qitoperty to another entity without
Oxford’s approval or consent.

In connection with the entry into the Oxford Loagrdement, the Company issued to Oxford warrangsitohase an aggregate of 160,128
shares of its common stock (the “Warrant Shares8naexercise price of $7.495 per share. The werepire on the seventh anniversary of
the issuance date. The Company also agreed toegsefforts to provide Oxford certain registratigghts covering the Warrant Shares.

The Oxford Loan Agreement contains customary regrdions and warranties, covenants, closing amdraihg conditions, events of defat
and termination provisions. The affirmative covesanclude, among other things, that the Companglif files taxes, maintain certain
operating accounts subject to control
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agreements in favor of Oxford, maintain liabilitydaother insurance, and pledge security interesasy ownership interest of a future
subsidiary. The negative covenants preclude, amthmgy things, disposing of certain assets, engagiagy merger or acquisition, incurring
additional indebtedness, encumbering any collatpealing dividends or making prohibited investmeirtsach case, without the prior consent
of Oxford. The Oxford Loan Agreement provides thatevent of default will occur if (1) there is aterdal adverse change in the Company’s
business, operations or condition (financial oreotise), (2) there is a material impairment in phespects of the Company repaying any
portion of its obligations under the term loan, {f8re is a material impairment in the value of¢hbBateral pledged to secure its obligations
under the agreement or in Oxford’s perfection dondy over the collateral, (4) the Company defauit the payment of any amount payable
under the agreement when due, or (5) the Compagches any negative covenant or certain affirmatwenants in the agreement (subject to
a grace period in some cases). The repayment ¢étheloan is accelerated following the occurreocan event of default or otherwise, which
would require the Company to immediately pay an@mequal to the sum of: (i) all outstanding prpadiplus accrued but unpaid interest,

(ii) the prepayment fee, (iii) the final paymenitip(iv) all other sums, that shall have become ahat payable but have not been paid, inclu
interest at the default rate with respect to arst gae amounts. As of December 31, 2011, the Coynwas in compliance with all the
covenants in the Oxford Loan Agreement. In Febr@&i2, it became evident that the Company woulddit@ covenant in the Oxford Loan
Agreement as its 2011 consolidated financial stateswould likely contain an explanatory paragregdarding substantial doubt about the
Company'’s ability to continue as a going concerthaopinion on the financial statements from tleenPany’s independent registered public
accounting firm. In February 2012, the Oxford Lasgreement was amended to include, among otherghagvaiver for this expected
covenant violation.

Future loan payments under the Oxford and Atel lbgreements as of December 31, 2011 are as follows:

(in thousands
Years Ending December 31

2012 $ 9,03
2013 11,20z
2014 8,29¢
Total Payment 28,53(
Less:

Cash interest payment and balloon payment accr 4,34¢

Unamortized portion of value of warrants issuedonnection with Atel and Oxford loal 924
Total principal payment 23,26!
Less: notes payable, curre 7,09¢
Notes payable, net of curre $ 16,16:

At December 31, 2011, the fair value of notes pleyapproximates the book value as market conditi@ve remained relatively consistent.

Secured Equipment Loan Agreemer

In July 2008, the Company entered into a securagpetent loan agreement (“Loan”) for $13.0 milliontkvSVB, Leader Equity LLC and
Oxford Finance Corporation. The Loan was drawroir franches between July and December 2008. Taesi rate for each tranche drawn
under the Loan was set at the greater of 10.508&eoprime rate plus 8.03%, as determined at the tifithe draw of each tranche. The interest
rate on each of the tranches under the Loan rabgeeen 10.50% and 11.04%. The Loan required dnation payment be made with the
final loan payment under each tranche. The teriginggayment was 4% of each of the drawn trancheuatspwhich caused the loans to have
effective interest rates ranging between 12.81%1&h84%. Repayment of the Loan began one monthtaftdirst draw and continued for

36 equal monthly installments. In connection with toan, the Company issued warrants to purchas€admpany’s Series D convertible
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preferred stock, which converted into warrantsuochase shares of the Company’s common stock inateddiprior to the consummation of
the Company’s IPO, as discussed in Note 8. The @ampledged as collateral all property and equigdrparchased pursuant to the Loan.
There are no financial covenants in the Loan. Atddeber 31, 2009, $8.0 million was outstanding urldedoans. In connection with the term
loans entered into with Comerica and Atel on Decamily, 2010, the amount outstanding under the lo6&4.0 million was repaid. The
Company also paid a prepayment penalty of $0.2anilivhich is recorded in interest expense.

Promissory Note!

In April, May and June 2010, the Company issuedniseory notes to certain of its existing investorsan aggregate principal amount of
$22.1 million. The principal amount of the promigsaotes accrued interest at an annual rate ofiB¥he event that the Company issued
shares of a new series of preferred stock witheggge gross cash proceeds in excess of $17.0millie outstanding principal and interest of
the promissory notes would automatically convetd that series of preferred stock at the lowesteppiaid by any investor in the financing (not
to exceed $7.56 per share). In August 2010, thmissory notes converted into Series E convertibdéepred stock, as discussed in Note 8. In
connection with the issuance of the promissory sydtee Company issued warrants to purchase the &oyfgocommon stock to the purchasers
of the promissory notes, as discussed in Note 11.

Contingencies

The Company is subject to claims and assessmemistime to time in the ordinary course of busind$e Company’s management does not
believe that any such matters, individually ortie taggregate, will have a material adverse effe¢the Company’s business, financial
condition, results of operations or cash flows.

Indemnification

In the normal course of business, the Company ®im&y contracts and agreements that contain atyasf representations and warranties and
provide for general indemnifications. The Compangkposure under these agreements is unknown keeitausolves claims that may be me
against the Company in the future, but that have/ebbeen made. To date, the Company has notgpgidlaims or been required to defend
any action related to its indemnification obligaso However, the Company may record charges ifutiiee as a result of these indemnificat
obligations.

In accordance with its Certificate of Incorporatiemd bylaws, the Company has indemnification olilige to its officers and directors for
certain events or occurrences, subject to ceritaiits| while they are serving at the Company’s exjtin such capacity. There have been no
claims to date, and the Company has director afickofinsurance that enables it to recover a portibany amounts paid for future potential
claims.

Legal Proceeding:

On August 3, 2010, a patent infringement lawsui filed by lllumina, Inc. and Solexa, Inc. (an gnacquired by lllumina), or the plaintiffs,
against the Company in the U.S. District Court gldvare. On November 9, 2010, the U.S. Districtil€ouDelaware granted the Company’s
motion to transfer the case to the Northern DistfcCalifornia. The case captionlleimina, Inc. and Solexa, Inc. v. Complete Genaiiiec.,
Civil Action No. 3:10-cv-05542. The complaint alegthat Complete Genomics’ Analysis Platform, angarticular the combinatorial probe
anchor ligation technology, infringes upon thretepts held by lllumina and Solexa. The plaintiféek unspecified monetary damages and
injunctive relief. If the Company is found to infge one or more valid claims of a patent-in-sud #rthe district court grants an injunction, the
Company may be forced to redesign portions ofdtgigncing process, seek a license, cease theginfyiactivity and/or pay monetary
damages, including, for example, treble damage® i&re found to have willfully infringed. On Septeen 23, 2010, the Company filed an
answer to the complaint as well as its counterdaagnainst the plaintiffs. On November 9, 2010,uh®. District Court in Delaware granted
Companys motion to transfer the case to the Northern Bistf California. On May 5, 2011, the Court entteestipulated order to dismiss 1
patents from the lawsuit. The dismissal is withagjudice but includes conditions on the abilityfite lawsuits on these
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patents, including a limitation that Illumina magtme-file such lawsuits against the Company uh#llater of (1) August 1, 2012, or (2) the
exhaustion of all appeal rights in both (a) theddeg reexaminations in the U.S. Patent and Trade@éfice and (b) the pending civil litigatic
in which these patents are also assetté#d, Technologies Corp. v. llluminaCase No. 3:11-cv-00703 (S.D. Cal.). The Compagiiebes that it
has substantial and meritorious defenses to thetifis claims and intends to vigorously defend ftosition. However, a negative outcome in
this matter could have a material adverse effecherCompanys consolidated financial position, results of ogiers, cash flows and busine
In addition, the Company has incurred and antieipdtat it will continue to incur significant exgenand substantial time in defending these
claims. The Company is not currently able to estinte potential loss, if any, that may result fribris litigation.

From time to time, the Company may become invoiveather legal proceedings and claims arising endhdinary course of its business. Of
than as described above, the Company is not clyr@ipiarty to any legal proceedings the outcometdth, if determined adversely to the
Company, would individually or in the aggregate hanaterial adverse effect on its business, catest@lil operating results, consolidated
financial condition or consolidated cash flows.

8. PREFERRED STOCK

The Company'’s Certificate of Incorporation, as adeshin November 2010, authorizes the Company teei§s000,000 shares of $0.001 par
value preferred stock. There was no preferred ssstled or outstanding at December 31, 2011 and.201

As of December 31, 2009, the convertible prefestedk consisted of the following:

Proceeds

Shares Liquidation net of
Shares issued and issuance

Series authorized outstanding amount costs

(in thousands, except share amount:

A 138,65¢ 137,97: $ 6,05(C $ 5,86¢€
B 205,75¢ 203,62( 14,05( 13,87!
C 167,35’ 167,35( 39,98¢ 25,39¢
D 6,421,55! 5,964,05. 67,63: 40,21
6,933,33. 6,472,99 $127,72. $85,34%

In February and March 2010, the Company sold 178@shares of Series D convertible preferred sabdk.56 per share to existing investors
for net proceeds of $9.9 million.

In August and September 2010, the Company sol#528 shares of Series E convertible preferredksao87.56 per share to existing
investors for net proceeds of $17.1 million. Tharsls sold in the Series E convertible preferrecksimancing contained an embedded
beneficial conversion feature which was measuretiasglifference between the proceeds received fhensale of a share of Series E
convertible preferred stock and the value of aslsdicommon stock. The beneficial conversion featuas valued at an aggregate of $0.4
million and recorded by the Company as a creditdditional paid-in capital. The beneficial conversfeature was recognized on the date the
Series E convertible preferred stock was issuedrasult of the Series E convertible preferredkstiing convertible at the election of the
holder. In addition, in conjunction with the Sertegonvertible preferred stock financing, the $22iBion of principal and accrued interest on
the Company’s convertible promissory notes condeirieo 2,990,355 shares of Series E convertibléepred stock.

In October 2010, the holders of the Series E cdiblempreferred stock purchase rights exerciset tights and purchased 1,398,580 and
238,730 shares of Series E convertible preferreckstespectively, at $7.56 per share, as discussésl 9.

The total gross proceeds from the Series E fingnéitluding the conversion of the convertible pigsory notes and interest, were $52.3
million.
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Each share of Series A, B, C, D and E preferreckstas convertible, at the option of the holdetg ithat number of fully paid and
nonassessable shares of common stock that is &eq$4B.85, $69.00, $159.30, $7.56 and $7.56, réispdc(as adjusted for stock splits,
combinations, reorganizations and the like), didity the conversion price of $9.50, $11.64, $19%3356 and $7.56, respectively, (as adju
for stock splits, combinations, reorganizations trallike).

In November 2010, the holders of more than 60%hefdutstanding convertible preferred stock agreelldé automatic conversion of each of
the outstanding shares of convertible preferredksitato 17,445,662 shares of common stock at tipdicgble conversion price effective
immediately prior to the consummation of the CompsutPO.

9. WARRANTS AND PURCHASE RIGHTS FOR PREFERRED STOCK

As of December 31, 2011 and 2010, the Company basdanrants or purchase rights for convertible prefit stock outstanding. As of
December 31, 2009, the Company had the followirgxarcised warrants for convertible preferred stock:

Exercise
Shares as o Fair value as o
price per December 31
December 31,
Underlying Stock share 2009 2009
(in thousands, except shar
and per share amounts)

Series A $43.8¢ 684 $ 5
Series B $69.0( 2,131 21
Series C $ 7.5¢ 381,33¢ 1,527
Total 384,15 $ 1,55:

At December 31, 2009, the outstanding warrantsdowvertible preferred stock were revalued usingBlaek-Scholes option pricing model
with the following assumptions: remaining contrattierm ranging from 2.15 to 8.58 years; volatilinging from 71.98% to 91.55%; 0%
dividend rate; and a risk-free interest rate ragdiom 1.38% to 3.33%.

Series A

In 2006, the Company issued warrants to purchageslB8res of Series A convertible preferred stoanatxercise price of $43.85 per share.
These warrants were issued in connection with aredcequipment loan agreement with SVB. The inftal value of the warrants of $36,000
was recorded as a credit to warrant liability artisgount to the carrying value of the debt. Theedunt was fully amortized in 2008.
Immediately prior to the consummation of Compar®, these convertible preferred stock warrantveded to warrants for 3,156 shares of
common stock with an exercise price of $9.50 paresh

Series B

In 2007, the Company issued warrants to purcha3esB8res of Series B convertible preferred sto@naixercise price of $69.00 per share.
These warrants were issued in connection with pssany notes. The initial fair value of the warraoit$25,000 was recorded as a credit to
warrant liability and a discount to the carryindueaof the debt. The discount on the debt was fathortized to interest expense upon
conversion of the debt in 2007. These warrantsraatizally expired immediately prior to the consuntiora of the Company’s IPO.

In 2007, the Company issued warrants to purcha8Ishares of Series B convertible preferred stben exercise price of $69.00 per share.
These warrants were issued in connection with thguat 2007 secured equipment loan with SVB and GldldThe initial fair value of the
warrants of $172,000 was recorded as a credit teawhliability and an issuance cost of the debie Ssuance cost of the debt was fully
amortized in 2008. Immediately prior to the consuation of Company’s IPO, these convertible prefestatk warrants converted to warrants
for 10,299 shares of common stock with an exenmiie of $11.64 per share.
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Series C converted into Series

In 2008, the Company issued warrants to purch&854hares of Series C convertible preferred sibel exercise price of $159.30 per share.
These warrants were issued in connection with the2D08 secured equipment loan. The exercise pricenumber of warrants were subjec
change upon the closing of a Series D convertitdéepred stock financing agreement. In conjunctidgth the Series D convertible preferred
stock financing in August 2009, the warrants becawegcisable for Series D convertible preferredlstdhe conversion resulted in warrant:
purchase 103,173 shares of Series D convertibfenpeel stock with an exercise price of $7.56. Tigadl fair value of the warrants of $0.8
million was recorded as a credit to warrant lidpiaind an issuance cost of the debt. The issuarsteotthe debt was amortized to interest
expense over the life of the debt. In 2010 and 2689Company had amortized debt issuance co$41df,000 and $259,000, respectively.
Immediately prior to the consummation of the CompanPO, the convertible preferred stock warrantsyedied to warrants for 103,173 she

of common stock with an exercise price of $7.56ghare.

Series D

In 2009, the Company issued warrants to purcha8el83 shares of Series D convertible preferrecksaib@n exercise price of $7.56 per share.
These warrants were issued in connection with pgeamy notes. The initial fair value of the warraoft$1.5 million was recorded as a credit to
warrant liability and a discount to the carryingueaof the promissory note. The discount on thergseory notes was amortized to interest
expense over the life of the debt in 2009. In Au@@99, the discount was fully amortized upon theversion of the promissory notes. These
warrants automatically net exercised into shareoofmon stock immediately prior to the consummatibthe Company’s IPO.

Series E

In August and September 2010, the Company issueghase rights for an aggregate of 1,587,302 sludr8sries E convertible preferred stock
to the purchasers of its Series E convertible prefestock. The purchase rights allowed each hatdpurchase a pro-rata portion of additional
shares of Series E convertible preferred stock &8pper share in the second and third closingseoSeries E convertible preferred stock
financing. Pursuant to the terms of the Seriesrtverible preferred stock purchase agreement,agbersl and third closings were required to
occur by December 31, 2010 and 2011, respectieelgn initial public offering, in each case whickewccurred earlier. The initial value of-
purchase rights was determined to be an aggre§&& dmillion of which $1.5 million was recorded a reduction to the net book value of the
Series E convertible preferred stock issued upowesion of the promissory notes in August 2010 $hd million was recorded as a
reduction to the net book value of the Series Evedible preferred stock sold for cash in Augusi &eptember 2010. The initial valuation of
the Series E purchase rights was calculated usm@lack-Scholes option pricing model with the daling assumptions: contractual term
ranging from 0.4 to 1.40 years; volatility rangiingm 59.52% to 70.10%; 0% dividend rate; and a-fisk interest rate ranging from 0.19% to
0.25%.

In October 2010, the Series E convertible prefestedk purchase agreement was amended to, amosgrodtiters, accelerate the timing of the
second and third closings and increase the nunflsraves to be sold during these closings to areggde of 1,637,310 shares. Subsequently,
in October 2010, the holders of the Series E cdiblempreferred stock purchase rights exerciseit tights and purchased 1,637,310 shares of
Series E convertible preferred stock, respectivetlyh7.56 per share for gross proceeds of $12libmilUpon exercise of the Series E
convertible preferred stock purchase rights, then@any reclassified the value of these rights tégored stock.

10. COMMON STOCK

The Company’s Certificate of Incorporation, as adeshin November 2010, authorizes the Company te@i86€0,000,000 shares of $0.001 par
value common stock.
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In March 2010, the Company granted 786,533 shdresromon stock to its founders. The Company reabtde common stock’s fair value of
$1.8 million as an expense, of which $0.9 millioasnecorded in general and administrative expemd&@.9 million in research and
development expense.

In November 2010, the Company closed its IPO 0d®,000 shares of common stock at an offering pfcg9.00 per share, resulting in net
proceeds of approximately $47.2 million, after detthg underwriting discounts, commissions and afigiexpenses. Immediately prior to the
consummation of the Company’s IPO, all outstandingres of preferred stock were converted into comstack, and the associated
liguidation preference rights were terminated. ddition, certain of the Company’s outstanding pnefe and common stock warrants were
automatically exercised on a net basis and theirgéngaoutstanding convertible preferred stock warsaautomatically converted into warrants
to purchase 116,628 shares of common stock, asssied in Note 11.

11. WARRANTS FOR COMMON STOCK

As of December 31, 2011 and 2010, warrants for3, &3 and 2,007,455 shares of common stock, raspbctwere outstanding. Warrants
633,760 shares of common stock were exercised,na basis, during 2011, resulting in the issuarfd26,805 shares of common stock.

In March 2011, the Company issued a warrant tohage 160,128 shares of common stock at an exgnitgeof $7.495 per share in
connection with the Oxford Loan Agreement. The watrexpires on the seventh anniversary of its imsei@ate. The initial fair value of the
warrant was calculated using the Black-Scholesoaptricing model with the following assumptionsvee year contractual term; 75.01%
volatility; 0% dividend rate; and a rigkee interest rate of 2.87%. The fair value ofwearant was determined to be $987,000 and wasdec
as equity in additional paid-in capital and a distdo the carrying value of the loan. The discdarteing amortized to interest expense using
the effective interest rate method over the 42-imoetm of the loan.

In December 2010, the Company issued a warranirchpse 49,834 shares of common stock at an eggudie of $7.224 per share in
connection with the Atel Loan Agreement. The warexpires on the tenth anniversary of its issuatate. The initial fair value of the warrant
was calculated using the Black-Scholes option pgiehodel with the following assumptions: 10 yeantcactual term; 76.2% volatility; 0%
dividend rate; and a risk-free interest rate 0B%3 The fair value of the warrant was determinede&282,000 and was recorded as a liability
and a discount to the carrying value of the lodre fair value of the warrant was recorded as dlilialue to certain mandatory redemption
features at the option of the holder. The disc@ibeing amortized to interest expense using tfeetfe interest rate method over the three-
year term of the loan. These warrants were markedarket each reporting period until they were eised. The final mark to mark

revaluation of the warrants occurred on June 1I12the date the warrants were exercised.

In November 2010, certain of the Compangutstanding convertible preferred stock warrantematically converted into warrants to purct
116,628 shares of common stock, as discussed i Mot

During August and September 2010, each investBenies E convertible preferred stock received comstock warrants for 25% of the
number of shares of Series E convertible prefestedk purchased by each investor. Contingent wertarpurchase an aggregate of 1,318,719
shares of common stock were issued. The warradtsim&xercise price of $2.69 per share and weegge on the fifth anniversary of their
issuance date, which was the Series E convertiefemped stock purchase date, if not terminatelieeahe warrants were exercisable only if
the Company failed to ship genomic data for attl869 genomes between May 1, 2010 and Septemb@030, The initial value of the
contingent warrants was calculated using the BBcheles option pricing model with the following asptions: five-year contractual term;
volatility ranging from 80.71% to 80.87%; 0% divitterate; and a risk-free interest rate ranging flod1% to 1.51%. The value of the
warrants was determined to be $2.0 million of widhl million was recorded as a reduction of thieboek value of the Series E convertible
preferred stock issued upon conversion of the sany notes in August 2010
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and $0.9 million was recorded as a reduction ofiitebook value of the Series E convertible prefistock sold for cash in August and
September 2010. On September 29, 2010, the Conphogrd of directors (the “Board”) determined ttieet Company had shipped genomic
data for at least 369 genomes between May 1, 28d®aptember 30, 2010. Pursuant to their termwénents were subsequently terminated
and are no longer outstanding as of December 31).20

In connection with the issuance of promissory notdbe second and third quarters of 2010, the Gomssued warrants to purchase a nut
of shares of common stock equal to the produc®60% the principal amount of the promissory noted the number of months between the
date of issuance of the warrant and the date afi¢iéfinancing, divided by $1.50. Consequentlyto@ent warrants to purchase up to an
aggregate of 3,707,130 shares of common stock isswed. The warrants have an exercise price 00%ieb share and expire upon the fifth
anniversary of their issuance date which is theesdate as the issue date of the relevant promissxgs. The initial value of the contingent
warrants was calculated using the Black-Scholeimomptricing model with the following assumptionae-year contractual term; volatility
ranging from 80.87% to 81.43%; 0% dividend rata] amisk-free interest rate ranging from 1.76% .68%. The fair value of the contingent
warrants in the amount of $5.4 million was recorded credit to additional paid-in capital and assaount on the proceeds of the promissory
notes. The fair value of the warrants was beingréineal to interest expense using the effectiver@gerate method over the term of the
promissory notes. On August 6, 2010, upon convergfdhe promissory notes into Series E converfibbéferred stock, the remaining value of
the debt discount of $4.5 million was recordedrassauance cost of the Series E convertible predestock. In connection with the conversion
of the promissory notes into Series E convertibefgrred stock, the Company determined the actumber of shares of common stock
underlying the warrants previously contingently reigable to be 1,848,849 shares.

In August 2009, the Company issued warrants tohase 1,630,629 shares of common stock at an esxgnice of $1.50 per share. These
warrants were issued in connection with the ComjsaBgries D convertible preferred stock offeringeTnitial fair value of the warrants was
calculated using the Black-Scholes option pricinedel with the following assumptions: seven-yeartastual term; 105.56% volatility; 0%
dividend rate; and a risk-free interest rate ofl362 The fair value of $2.0 million was allocatedhe warrants and recorded as a credit to
additional paid-in capital and as a reduction efpinoceeds from Series D convertible preferredkstoaring November 2010, warrants for
405,542 shares were exercised for cash. Immediptidy to the consummation of the CompaniPO, the remaining outstanding warrants \
exercised on a net basis into shares of commoik.stoc

12. STOCK OPTIONS

In 2006, the Company adopted the 2006 Equity Ineermlan (the “2006 Plan”) which provides for thaugting of stock options to employees,
directors and consultants of the Company. In Sejpéerf010, the Board approved the 2010 Equity Irieetward Plan (the “2010 Plan”) and
the 2010 Employee Stock Purchase Plan (the “20RPESand in October 2010, the Company’s stockhsldeproved the 2010 Plan and
2010 ESPP. The 2006 Plan was terminated and rwefustock awards will be granted out of the 20GfhRIs of the effectiveness of the 2010
Plan. Outstanding stock options granted under @@6 Zlan will continue to be governed by the priovis of the 2006 Plan until the earlier of
the stock option’s expiration or exercise.

Equity Incentive Awards

As of December 31, 2011, there were 2,343,819 stavailable to be granted under the 2010 Planh®first day of each year, the 2010 Plan
reserve will be increased by the lesser of (i) @,000 shares, (ii) 4% of the shares of common stat&tanding on the last date of the prece
year and (iii) such smaller number of shares of mam stock as determined by the Board. In addi@miy, options cancelled under the 2(

Plan will be added to the 2010 Plan reserve. Nastéinding the foregoing, no more than 75,907,248eshof common stock may be issued
upon the exercise of incentive stock options urnider2010 Plan.
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Under the 2010 Plan, the Board, or a committed@Board, may grant incentive and nonqualifiedlstmations, stock appreciation rights,
restricted stock units, or restricted stock awaodsmployees, directors and consultants to the @ompr any subsidiary of the Company. The
purpose of the 2010 Plan is to promote the suamrd®nhance the value of the Company by linkingptiteonal interests of the members of
Board, employees and consultants to those of Coyngtackholders and by providing such individualshvan incentive for outstanding
performance to generate superior returns to Compttkholders.

Under both the 2006 and 2010 Plans, options tohases the Company’s common stock may be grantegradeanot less than the fair market
value (“FMV") on the grant date, except for an inttee stock option grant to an employee who ownsentban 10% of the voting power of all
classes of stock of the Company, in which casexeecise price shall be no less than 110% of th® pr share on the grant date. The
Company has historically granted options that west a fouryear period. Options expire as determined by thaer@of Directors, but not mo
than ten years after the date of grant.

The following table summarizes stock option activit

Outstanding Options Weighted
Weighted average
Aggregate remaining
average contractual
Number of exercise intrinsic
shares price value life (years)
(in thousands, except share and per share amount
Outstanding at December 31, 201 2,869,74 $ 2.1¢ $15,16¢ 9.0z
Options grante: 1,964,62! 10.7¢
Options exercise (437,779 1.6 4,097
Options forfeitec (293,559 5.74
Options expire( (1,08¢) 9.11
Outstanding at December 31, 201 4,101,95. 6.0¢€ 2,41¢ 8.57
Options vested and expected to \ 4,012,74 6.01 2,39¢ 8.5¢€
Options vested and exercisa 1,573,27 $ 3.0¢ $ 1,66 7.84

Valuation of Stock Option Grants to Employees

The Company estimates the fair value of its stquloas granted to employees on the grant dategubkiBlack-Scholes option valuation
model. The fair value of employee stock optioniségg amortized on a straight-line basis over dwiisite service period of the awards. The
fair value of employee stock options was estimaitsidg the following assumptions:

Years ended December 3.

2011 2010 2009
Expected term 5.5 years 5.5 years 5.3-6.1 years
Expected volatility 73.4-78.4% 79.0-80.8% 74.0-92.4%
Expected dividend raf 0% 0% 0%
Risk-free interest rat 1.0-2.4% 1.5-2.8% 1.8-2.7%

Risk-Free Interest RateThe Company determined the risk-free interestligtasing a weighted average assumption equivabethiet expected
term based on the U.S. Treasury constant matwiéyas of the date of grant.

Expected VolatilityPrior to the consummation of its IPO on November2lB.0, the Company determined its future stockepvolatility based
on the average historical stock price volatilitycomparable peer companies. After the consummafids IPO, the Company used a blend of
the historical stock price volatility of comparalpleer companies and the historical stock pricetiityaof the Company’s own common stock.
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Expected TerrrDue to the limited exercise history of the Compargivn stock options, the Company determined theargd term based on
the term used by companies that are in a simitfustry and life cycle and have comparable revemdengarket capitalization.

Expected Dividend RatThe Company has not paid and does not anticipaiegany dividends in the near future.

Valuation of Stock Option Grants to Nonemployees

Total options outstanding as of December 31, 20tlude 67,442 options that were granted to noneyegl®, of which 20,667 options were
unvested. The Company mainly grants stock optiomohemployees on its advisory boards. Steaged compensation expense related to
options granted to nonemployees is recognizedeasttitk option is earned. The Company believestiiga¢stimated fair value of the stock
options is more readily measurable than the fdirevaf the services rendered. The fair value ofstioek options granted to nonemployees is
calculated at each reporting date using the Bladtelgs options pricing model with the following asgptions:

December 31,
2011 2010
Remaining contractual term 8.7-10.0 year: 6.9-9.7 years
Expected volatility 74.2% 75.5-76.6%
Expected dividend 0 % 0%
Risk-free interest rat 1.62-1.88% 1.8-3.2%

Restricted Stock Unit

During the fourth quarter of 2010, the Company tgdr27,500 restricted stock units (RSUs) to membegits board of directors. The weighted-
average grant date fair value of the RSUs is $@efsshare. The restricted stock units vest annoaky three years. During 2011, the Comg.
released 7,497 vested RSUs and 5,000 RSUs weestéatf As of December 31, 2011, 15,003 RSUs rematistanding.

Employee Stock Purchase Ple

As of December 31, 2011, 1,078,517 shares of constank are available for issuance under the 20IBFE®n the first day of each year, the
2010 ESPP reserve will be increased by the leg48r23800,000 shares, (ii) 2% of the shares ohomn stock outstanding on the last day of
the preceding year or (iii) such other number atetermined by the Board. Notwithstanding the foreg, the reserve may not exceed
28,750,000 shares. Subject to certain limitatitms Company’s employees may elect to have 1% to dB¥teir compensation withheld
through payroll deductions to purchase shares mmingon stock under the 2010 ESPP. Employees purshases of common stock at a price
per share equal to 85% of the lower of the fairketwalue at the start or end of the six-monthraffgperiod. During 2011, 189,935 shares
were purchased at a per share price of $3.81.

The fair value of each employee stock purchase ggimt is estimated on the date of grant usingthek-Scholes option valuation model and
is recognized as expense using the straight-linbode The weighted-average estimated fair valuengbloyee stock purchase rights granted
pursuant to the ESPP during 2011 was $2.57 pee strat was based on the following assumptions:

2011
Expected term 0.5 years
Expected volatility 56.9- 104.3%
Expected dividend raf 0%
Risk-free interest rat 0.1%
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Compensation Expense

During the years ended December 31, 2011, 2012@04, the Company granted stock options to empkyed nonemployees to purchase
common stock as follows:

2011 2010 2009
(in thousands, except share and per share amounts)
Number of options granted to nonemploy 14,00( 37,50( 155,71:
Number of options granted to employt 1,950,62! 1,612,69 1,307,911
Weighted-average grant date fair value per shaoptibns granted to
employees $ 6.8¢ $ 2.1t $ 1.7¢C
Total fair value of options granted to employeescivlvestec $ 2,82 $ 74¢ $ 89¢

The following table summarizes the stock-based amation expense from stock option and restridimzkunit grants to employees and
nonemployees as well as from the ESPP:

2011 2010 2009
(in thousands)
Employee grant $4,25¢ $1,63( $1,142
Nonemployee grani 65 121 26€
Total compensation expen $4,32¢ $1,751 $1,41(

As of December 31, 2011, the Company had unrecedritock-based compensation expense related tet@avgtock options and restricted
stock units granted to employees of $12.8 milliwhich is expected to be recognized over the remginieighted-average vesting period of
3.12 years.

Stock Option Modifications

In December 2009, the Company modified the vesteigedule of 731,944 options originally granted ovBimber 2009 to approximately 100
employees. The modification did not change the remalb options granted, and it did not have a sigaift impact on the compensation
expense recognized in the statement of operatanthé year ended December 31, 2009.

In January 2010, the Company modified stock opttorgurchase 85,477 shares of the Company’s constozk held by 106 employees and
consultants. The modification did not change anghefother terms or conditions of the options, it not have a significant impact on the
compensation expense recognized in the statememerétions for the year ended December 31, 2010.

13. RELATED PARTY TRANSACTIONS

In March 2006, the Company entered into an intali@oroperty license agreement (the “Agreementth &allida Genomics Inc. (“Callida”),

a company owned by the Company’s Chief Scientifiicer, for use of certain patents, patent appiara, know-how and other intellectual
property relating to the Company’s core technold¥g/ consideration for the rights and licenses grdim this agreement, the Company issued
13,333 shares of common stock to Callida on Mag&HR06, which was recorded at its fair market &ala research and development expe
The Company also made six annual payments of $26@@ich totaled $1.5 million. The agreement aksguired the Company to pay Callida
a cash payment of $1.0 million, which was paid ovBimber 2008 and was recorded as a research aabbpeaent expense. Additionally, the
Company reimbursed Callida $50,000 for the cogtadént prosecution incurred through the date oftireement.

The intellectual property license agreement withidaincludes several termination provisions, udihg: any time after 15 months from the
contract date until the expiration of the contitactn the Company may terminate
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the agreement for any reason, or no reason, bgg®@allida written notice of termination. Upon tenation of this Agreement, the Company’s

obligation to make any further payments, includingse referred to in the paragraph above, and tmep@ny’s right to use any items covered
in the license agreement, are both cancelled.

During the years ended December 31, 2010 and 208%ggregate expenses under the license agreemen$250,000 in each year. In 2011,
the Company capitalized the $250,000 payment.

In November 2007, the Company entered into a ctinguhgreement with Snezana Drmanac, the wife oDbmanac, the Company’s Chief
Scientific Officer and one of its founders. Mrs.nfanac provides research and development servilzgeddo the Company’s sequencing
technology as an independent contractor. Mrs. Demamcompensated at a rate of $150 per hour fosdmices. In 2011, 2010 and 2009,
Mrs. Drmanac was a paid a total of approximately1$Q00, $151,000 and $150,000, respectively, foisbevices pursuant to the consulting
agreement. The consulting agreement is for a térimeyears and can be terminated by either paitly ten days written notice.

In February 2009, the Company entered into promyssotes with various holders of the Company’s @nefd stock. The borrowings were for
an aggregate principal amount of up to $14.7 mmlliglus simple interest on the outstanding princgmaount, at the annual rate of 8%. The
Company drew down on the notes for the full priatimount during 2009. The outstanding balance iptesest on the balance was converted
into Series D convertible preferred stock durin@20n connection with the notes, the Company idsuarrants to purchase shares of the
Company’s Series D convertible preferred stockissudsed in Note 11.

14. INCOME TAXES

The Company has not recorded any income tax exgendiee years ended December 31, 2011 and 201@odtsehistory of operating losses.
The tax effects of temporary differences that gise to significant portions of the deferred tageis are as follows:

December 31
2011 2010
(in thousands)

Deferred tax asset

Net operating loss carryforwar $ 69,38¢ $ 43,16¢
Research and development cre: 4,34 2,91
Capitalized sta-up costs 3,20¢ 3,46’
Accruals and reserve 3,241 2,54¢
Fixed assets and depreciat 204 251
Deferred tax asse 80,39: 52,34(
Valuation allowanct (80,39 (52,340
Net deferred tax asse $ — $ —

The Company has established a full valuation allfmeaagainst its deferred tax assets due to thetairty surrounding realization of these
assets. The valuation allowance increased $28libmdnd $19.4 million during the years ended Delgen81, 2011 and 2010, respectively.

As of December 31, 2011, the Company had net dpgritss carryforwards of approximately $174.1 ioilland $175.2 million available to
reduce future taxable income, if any, for federal &alifornia state income tax purposes, respdgtiVde federal net operating loss
carryforward begins expiring in 2026, if not utéid, and the state net operating loss carryforwagins expiring in 2016, if not utilized. The
net operating loss related deferred tax asset®timcdude excess tax benefits from employee stqtlon exercises.
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As of December 31, 2011, the Company had reseathlevelopment credit carryforwards of approxima3.3 million and $3.7 million
available to reduce future tax, if any, for fedexall California state income tax purposes, resgaygtiThe federal credit carryforwards begin
expiring in 2026, and the state credit carryforvgagdd not expire. Because of net operating losscesdit carryforwards, all of the Company’s
tax years, dating to inception in 2005 remain ofeefederal tax examinations. Most state jurisdicsitiave four open tax years at any point in
time.

Utilization of net operating loss and tax creditrgorwards is subject to ownership change rulegrasided under the Internal Revenue Code
and similar state provisions. The Company has padd an analysis to determine whether an ownerdtapge has occurred from inception to
December 31, 2011. The analysis has determinedhttest ownership changes have occurred duringotrid. Due to the ownership changes,
the utilization of these net operating losses &saarch credits are subject to annual limitatidre Tompany believes that as of December 31,
2011, no net operating losses and $0.1 millioreséarch and development credits will expire betfititzation due to these ownership chang

In the event the Company has a subsequent chammyeniership, net operating loss and research anela@went credit carryovers could be
further limited and may expire unutilized.

The Company adopted the provisions of the FASBidance on accounting for uncertainty in income saXéhese provisions provide a
comprehensive model for the recognition, measuréiah disclosure in financial statements of undeitecome tax position that a company
has taken or expects to take on a tax return. Uthese provisions, a company can recognize thefibefian income tax position only if it is
more likely than not (greater than 50%) that thepasition will be sustained upon tax examinatioased solely on the technical merits of the
tax position. Otherwise, no benefit can be recagphiAssessing an uncertain tax position begins thighnitial determination of the
sustainability if the position and is measurechatlargest amount of benefit that is greater the2b Skely of being realized upon ultimate
settlement. As of each balance sheet date, unezbaolvcertain tax positions must be reassessedtidwaialily, companies are required to accrue
interest and related penalties, if applicable, lbra& exposures for which reserves have been kstt@ld consistent with jurisdictional tax laws.

The Company has elected to include interest andlf)em as a component of tax expense. The Compagy mbt anticipate that the amount of
unrecognized tax benefits relating to tax positieristing at December 31, 2011 will significanthciease or decrease within the next 12
months.

The aggregate changes in the balance of grossagnmized tax benefits were as follows:

(in thousands

January 1, 2009 $ 59¢
Increases in balances related to tax positionsitdkeing the current peric 37C
December 31, 200! 96¢
Increases in balances related to tax positionsitdkeing the current peric 30C
December 31, 201! 1,26¢
Increases in balances related to tax positionsitdkeing the current peric 49€
December 31, 201. $ 1,76f
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15. QUARTERLY FINANCIAL INFORMATION (unaudited)

(In thousands, except share and per share amount

2011

Revenue

Net loss

Net loss attributed to common shareholc

Basic and diluted net loss per share attributed to
common shareholde

Shares used to compute basic and diluted net &
share attributed to common shareholc

2010

Revenue

Net loss

Net loss attributed to common shareholc

Basic and diluted net loss per share attribute
common shareholde

Shares used to compute basic and diluted net &
share attributed to common shareholc

First Second Third Fourth

$ 6,83: $ 5,86t $ 4,171 $ 2,46¢
(12,467 (15,959 (21,606 (22,329
(12,467 (15,959 (21,606 (22,32))
(0.4¢) (0.5€) (0.65) (0.67)
25,959,92 28,290,40 33,076,94 33,276,98
$ 33€ $ 1,08¢ $ 4,161 $ 3,80:
(14,336 (12,637 (20,456 (10,264
(14,336 (12,63) (20,86)) (10,264
(51.15) (13.99) (21.87) (0.69)
280,28 907,07! 954,02: 14,820,22

Basic and diluted net loss per share for the faarigrs of each fiscal year may not sum to the fotahe fiscal year because of the different

number of shares outstanding during the period.

In 2011, the Company corrected an error in thegeition of revenue. The error occurred in the thremths ended June 30, 2011 and was
corrected in the three months ended December 31l,. Zhe correction decreased revenue by $0.2 milliche three months ended
December 31, 2011. Management has assessed thisied has determined it was not material to the@my’s financial results for the three
months ended June 30, 2011 and for the year endeeniber 31, 2011.
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ITEM 9. Changes in and Disagreements with Accountants on Acunting and Financial Disclosure
None

ITEM 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedur

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, éxated the effectiveness of our
disclosures controls and procedures, as defin®liies 13a-15(e) and 15d-15(e) under the SecuBtiebange Act of 1934, as amended (the
“Exchange Act”), as of December 31, 2011. The t&disclosure controls and procedures,” as definelutes 13a-15(e) and 15d-15(e) under
the Exchange Act, means controls and other proesdfra company that are designed to ensure thwaiviation required to be disclosed by a
company in the reports that it files or submitsemithe Exchange Act is recorded, processed, surnethand reported within the time periods
specified in the SEC’s rules and forms. Disclostostrols and procedures include, without limitatioantrols and procedures designed to
ensure that information required to be disclosed lobpmpany in the reports that it files or submitder the Exchange Act is accumulated and
communicated to the company’s management, incluitngrincipal executive and principal financiafioérs, as appropriate, to allow timely
decisions regarding required disclosure. Managemssaignizes that any controls and procedures, rnitenteow well designed and operated,
can provide only reasonable assurance of achighi#igobjectives and management necessarily appdigsgdgment in evaluating the cost-
benefit relationship of possible controls and ptares and has therefore designed our disclosuteot®and procedures to provide such
reasonable assurance. Based on the evaluationr dfsmlosure controls and procedures as of DeceBihe2011, our Chief Executive Officer
and Chief Financial Officer concluded that, aswafrsdate, our disclosure controls and procedures eféective at a reasonable assurance
level.

Managemen’'s Annual Report on Internal Control over FinanciaReporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as defined in Rules 13a-15(f)
and 15d-15(f) under the Exchange Act. Internal mdrdver financial reporting is a process desigteegrovide reasonable assurance regarding
the reliability of financial reporting and the pegption of financial statements for external pugsoi& accordance with generally accepted
accounting principles.

Under the supervision and with the participatiomof management, including our Chief Executive €&ffiand Chief Financial Officer, we
conducted an evaluation of the effectiveness ofimernal control over financial reporting as ofd@enber 31, 2011 using the criteria set forth
by the Committee of Sponsoring Organizations oftteadway Commission (COSO) limernal Control—Integrated FrameworkBased on
this evaluation, our management concluded thaf Beoember 31, 2011, our internal control over fficial reporting was effective.

The effectiveness of our internal control over fioial reporting as of December 31, 2011 has beditealiby PricewaterhouseCoopers LLP, an
independent registered public accounting firm,taged in their report which is included under It8rof this Annual Report.

Changes in Internal Control over Financial Reportmn

There was no change in our internal control ovearicial reporting during the quarter ended DecerBheP011 identified in connection with
the evaluation required by Rule 13a-15(d) and 15@Hlof the Exchange Act that has materially afdcor is reasonably likely to materially
affect, our internal control over financial repagi

ITEM 9B. Other Information
None
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PART Il
ITEM 10. Directors, Executive Officers and Corporate Governace

The information required by this item is incorpacby reference from the applicable informationfegh in “Executive Officers,” Election o
Directors,” “Information about the Board of Direcscand its Committees,” and “Security Ownershipogctors and Executive Officers —
Section 16(a) Beneficial Ownership Reporting Regmients” which will be included in our definitivedxy Statement for our 2012 Annual
Meeting of Stockholders to be filed with the SEC.

ITEM 11. Executive Compensatior

The information required by this item is incorpadby reference from the applicable informationfegth in “Compensation of Executive
Officers” and “Compensation of Directors” which Iile included in our definitive Proxy Statement éar 2012 Annual Meeting of
Stockholders to be filed with the SEC.

ITEM 12.  Security Ownership of Certain Beneficial Owners andvlanagement and Related Stockholder Matter:

The information required by this item is incorpacby reference from the applicable informationfegh in “Security Ownership of Principal
Stockholders and Management” and “Equity Compeasaian Information” which will be included in odefinitive Proxy Statement for our
2012 Annual Meeting of Stockholders to be filedhtihe SEC.

ITEM 13. Certain Relationships and Related Transactions, an®irector Independence

The information required by this item is incorpacby reference from the applicable informationfegh in “Other Information — Related
Person Transactions” and “Information about therBad Directors and its Committees” which will becluded in our definitive Proxy
Statement for our 2012 Annual Meeting of Stockhrdde be filed with the SEC.

ITEM 14. Principal Accountant Fees and Service

The information required by this item is incorpacby reference from the applicable informationfegh in “Other Information — Complete
Genomics’ Independent Registered Accounting Firrhfolr will be included in our definitive Proxy Statent for our 2012 Annual Meeting of
Stockholders to be filed with the SEC.
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ITEM 15. Exhibits and Financial Statement Scheduls
(@) The following documents are filed as part of tlepart:

(1) Financial Statements and Report of IndepenRegistered Public Accounting Firm

PART IV

Audited consolidated financial statements of Cortgpleéenomics, Inc

Report of Independent Registered Public Accourf&imm
Financial Statemen

Consolidated balance she

Consolidated statements of operati

Consolidated statements of convertible preferredksand stockholde’ equity (deficit)

Consolidated statements of cash flc
Notes to consolidated financial stateme

(2) Consolidated financial statement schedules

61
62
63
64

68

All schedules are omitted because they are nofinedtjinformation or the required information istive financial statements or notes

thereto.
(3) Exhibits

See exhibit list.
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Exhibit

Number

3.1

3.2
4.1
4.2
4.3

4.4

4.5

4.6

4.7

10.1

10.2+
10.3a

10.3b

10.4a

10.4b

EXHIBITS

Exhibit Description

Amended and Restated Certificate of Incorporation o
Complete Genomics, In

Amended and Restated Bylaws of Complete Genonrics
Reference is made to exhibits 3.1 and
Specimen Common Stock Certifica

Form of Warrant to purchase shares of Common Ssstled
in connection with the 2010 convertible bridge Idisancing
transaction

Form of Warrant to purchase shares of Common Ssstlec
in connection with the Loan and Security Agreemdated
September 21, 200

Form of Warrant to purchase shares of Common Ssseled
in connection with the Loan and Security Agreemdated
August 3, 2007

Form of Warrant to purchase shares of Common Ssstlec
in connection with the Loan and Security Agreemdated
July 30, 2008

Form of Warrant to purchase shares of Common Ssstled
in connection with the Loan and Security Agreenweitit
Oxford Finance Corporation, dated March 25, 2(

Fourth Amended and Restated Investor Rights Agreét
dated August 6, 2010, between Complete Genomicsahmd
certain of its stockholder

Form of Indemnity Agreement for directors and affis.

Intellectual Property License Agreement by and leetw
Callida Genomics, Inc. and Complete Genomics, éffective
as of March 28, 200t

Amendment to the Intellectual Property License Agnent,
effective as of December 17, 2008, by and betwesld@
Genomics, Inc. and Complete Genomics,

Loan and Security Agreement, dated July 30, 200&ul
among Silicon Valley Bank, Oxford Finance Corparati
Leader Lending LLC—Series A, Leader Lending LLC—
Series B and Complete Genomics, |

Loan and Security Agreement, dated December 110,281
and between Comerica Bank and Complete Genomics
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Incorporated by Reference

Form

Date

8-K
S-1/A

S-1/A

S1

S1

S1

S1

16-K

S-1/A
S-1/A

S1

S1

16-K

11/16/201
10/04/2011

10/20/2011

07/30/2011

07/30/2011

07/30/2011

07/30/2011

03/30/201.

09/10/2011
10/04/2011

07/30/2011

07/30/2011

07/30/2011

03/30/201.

Number

3.1
3.4

4.2

4.4

4.8

10.1
10.z

10.3¢

10.3t

10.4¢

10.4t

Filed

Herewith



Table of Contents

Exhibit
Number

10.4c

10.4d

10.4e

10.4f

10.4g

10.4h

10.5

10.6a
10.6b-
10.7a
10.7b-

10.8+

10.9+

10.104

Incorporated by Reference

Date

Exhibit Description Form
Loan and Security Agreement, dated December 170,281anc
between Atel Ventures, Inc. and Complete Genonhies, 1C-K

First Amendment to the Loan and Security Agreendetéd
December 17, 2010 by and between Atel Ventures alnd
Complete Genomics, Inc. dated March 25, 2( 1C-K

Loan and Security Agreement, dated March 25, 2By Bnd
between Oxford Finance Corporation and CompleteoB¥rs,
Inc. 1C-K

Amendment No. 1 to the Loan and Security Agreerbgrand
between Oxford Finance Corporation and CompleteoBdrs,
Inc. effective August 22, 201

Amendment No. 2 to the Loan and Security Agreerbgrand
between Oxford Finance Corporation and CompleteoB¥rs,
Inc. effective February 28, 201

Amendment No. 2 to the Loan and Security Agreerbgrand
between Atel Finance Corporation and Complete Gérmrinc.
effective February 29, 201

Lease Agreement by and between Britania Hacienda MIC

and Complete Genomics, Inc., dated October 31, .2 S-1
Complete Genomics, Inc. 2006 Equity Incentive Pémamende S-1
Complete Genomics, Inc. 2006 Equity Incentive Pémamende S-1
Complete Genomics, Inc. 2010 Equity Incentive Aw@tan. S-1/A
Form of Stock Option Grant Notice and Stock Op#greemen

under the 2010 Equity Incentive Award Pl S-1/A
Offer letter employment agreement, by and betweam@ete

Genomics, Inc. and Bruce Martin, dated March 24,2 S1
Offer letter employment agreement, by and betweam@ete

Genomics, Inc. and Mark J. Sutherland, dated Madc2010. S1
Offer letter employment agreement, by and betweemilete

Genomics, Inc. and Ajay Bansal, dated May 7, 2! S-1
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03/30/201.

03/30/201.

03/30/201.

07/30/2011
07/30/2011
07/30/2011
10/20/2011

10/20/2011

07/30/2011

07/30/2011

07/30/2011

Number

10.4¢

10.4c

10.4¢

10.t
10.6¢
10.6t
10.7¢

10.7k

10.€

10.€

10.1(

Filed

Herewith
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Exhibit
Number

10.11a-

10.11b-

10.12a-

10.12b-

10.13a-

10.13b-

10.14+

10.15+
10.16+

10.17+

10.18+
23.1
311

31.2

32.1

32.2

Exhibit Description

Severance Agreement, by and between Complete Gesg
Inc. and Clifford A. Reid, Ph.D., dated March 2808.

Amendment to Severance Agreement, by and bet
Complete Genomics, Inc. and Clifford A. Reid, Ph.dated
December 31, 200t

Severance Agreement, by and between Complete Gespmi
Inc. and Robert J. Curson, dated March 28, 2

Amendment to Severance Agreement, by and bet
Complete Genomics, Inc. and Robert J. Curson, dated
December 31, 200t

Severance Agreement, by and between Complete Gespmi
Inc. and Radoje Drmanac, Ph.D., dated March 2862

Amendment to Severance Agreement, by and between
Complete Genomics, Inc. and Radoje Drmanac, PHdded
December 31, 200!

Complete Genomics, Inc. Nonemployee Director
Compensation Policy

Complete Genomics, Inc. Employee Stock Purchase

Offer Letter Employment Agreement, by and between
Complete Genomics, Inc. and Keith Raffel, datecededh
2011.

Executive Change in Control and Severance Plardddsey
5, 2011.

Leadership Incentive Plan dated April 11, 2C
Consent of Independent Registered Public Accouriing.

Certification of Chief Executive Officer of Compée
Genomics, Inc., as required by Rule 13a-14(a) de REd-14

(a).

Certification of Chief Financial Officer of Compéet
Genomics, Inc., as required by Rule 13a-14(a) de REd-14

(@).

Certification by the Chief Executive Officer, agjoéred by
Rule 13a-14(b) or Rule 15d-14(b) and Section 1350 o
Chapter 36 of Title 18 of the United States Codel1S.C.
§1350).**

Certification by the Chief Financial Officer, agjtgred by
Rule 13a-14(b) or Rule 15d-14(b) and Section 1350 o
Chapter 36 of Title 18 of the United States CodJ1S.C.
§1350).**
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Incorporated by Reference

Form Date
S-1 07/30/201!
S-1 07/30/2011
S-1 07/30/2011
S-1 07/30/2011
S-1 07/30/2011
S-1 07/30/2011
S-1/A 10/04/2011
S-1/A 10/20/2011
1C-Q 8/15/201.:

Number

10.11:

10.11t

10.12:

10.12t

10.13:

10.13t

10.1¢
10.1¢

10.1

Filed

Herewith
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Exhibit Incorporated by Reference Filed
Number Exhibit Description Form Date Number Herewith
101.1 The following materials from the Registr’s Annual Report on Form -

K for the year ended December 31, 2011 are formhatt&XBRL
(eXtensible Business Reporting Language): (i) tbed&nsed
Consolidated Balance Sheets, (ii) the Condenseddlidated Statements
of Operations, (iii) the Condensed Consolidatede®tants of Cash Flow
and (iv) Notes to Condensed Consolidated Finargtatements.

* Pursuant to Rule 406T of Regulation S-T, the XBiiés on Exhibit 101 hereto are deemed not filegpart of a registration statement or
prospectus for purposes of Sections 11 or 12 oStwurities Act of 1933, as amended, are deemefilenbfor purposes of Section 18 of
the Securities and Exchange Act of 1934, as amermahetotherwise are not subject to liability untterse sections

The certifications attached as Exhibits 32.1 &2d2 that accompanies this Annual Report on FdyAK Bre not deemed filed with the
Securities and Exchange Commission and are na todorporated by reference into any filing of Cdet@ Genomics, Inc. under the
Securities Act of 1933, as amended, or the Seesriixchange Act of 1934, as amended, whether nmefdeshor after the date of this
Form 1(-K, irrespective of any general incorporation langgiaontained in such filing

+  Indicates management contract or compensatory

Confidential treatment has been granted for cegaitions of this exhibit. Omitted information hasen filed separately with the SE

**%

—+
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned thereualp alithorized.

COMPLETE GENOMICS, INC

/s| A JAY B ANSAL
Ajay Bansal
Chief Financial Officer
(Principal Financial and Accounting Officer)

March 9, 201z By:

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pershose signature appears below constitutes anairgpClifford A. Reid,
Ph.D and Ajay Bansal, and each of them, as hisanadelawful attorneys-in-fact and agents, with fidwer of substitution for him, and in his
name in any and all capacities, to sign any andra#ndments to this Annual Report on Form 10-K tarfde the same, with exhibits thereto
and other documents in connection therewith, withSecurities and Exchange Commission, granting seitl attorneys-ifact and agents, a
each of them, full power and authority to do andqren each and every act and thing requisite amgs&ary to be done therewith, as fully t
intents and purposes as he might or could do isguethereby ratifying and confirming all that sattbrneys-in-fact and agents, and any of
them, his substitute or substitutes, may lawfuthyod cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgéa Act of 1934, this report has been signed bbélpthe following persons on behalf of 1
registrant and in the capacities and on the datisated.

Signature

/s/ CLIFFORDA. REID

Clifford A. Reid, Ph.D.

/s]  AJAY B ANSAL

Ajay Bansal

/s/ C. THOMAS C ASKEY

C. Thomas Caskey, M.D

/s/ CARL L. G ORDON

Carl L. Gordon, Ph.D., CFA

/s/  ANDREWE. SENYEI

Andrew E. Senyei, M.D.

/s/ LeEwisJ. SHUSTER

Lewis J. Shuster

/s] CHARLESP. WAITE, JR.

Charles P. Waite, Jr.

/s/ ROBERTT. W ALL

Robert T. Wall

Title

Date

Chairman, President and Chief Executive Off March 9, 201

(Principal Executive Officer

Chief Financial Officer (Principal Financial and March 9, 2012

Accounting Officer)

Director

Director

Director

Director

Director

Director
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March 9, 201z

March 9, 2012

March 9, 201:

March 9, 2012

March 9, 2012

March 9, 201
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Exhibit

Number

3.1

3.2
4.1
4.2
4.3

4.4

4.5

4.6

4.7

10.1

10.2+
10.3a

10.3b

10.4a

EXHIBITS

Exhibit Description

Amended and Restated Certificate of Incorporation o
Complete Genomics, In

Amended and Restated Bylaws of Complete Genonrics
Reference is made to exhibits 3.1 and
Specimen Common Stock Certifica

Form of Warrant to purchase shares of Common Stock
issued in connection with the 2010 convertible geitban
financing transactior

Form of Warrant to purchase shares of Common £
issued in connection with the Loan and Securitye®gnent,
dated September 21, 20(

Form of Warrant to purchase shares of Common Stock
issued in connection with the Loan and Securitye®gnent,
dated August 3, 200

Form of Warrant to purchase shares of Common £
issued in connection with the Loan and Securitye®gnent,
dated July 30, 200!

Form of Warrant to purchase shares of Common Stock
issued in connection with the Loan and Securityekgnent
with Oxford Finance Corporation, dated March 25] 2(

Fourth Amended and Restated Investor Rights Agreét
dated August 6, 2010, between Complete Genomics, In
and certain of its stockholde:

Form of Indemnity Agreement for directors and affis.

Intellectual Property License Agreement by and leetw
Callida Genomics, Inc. and Complete Genomics, Inc.
effective as of March 28, 200

Amendment to the Intellectual Property License Agnent,
effective as of December 17, 2008, by and betweslid@
Genomics, Inc. and Complete Genomics,

Loan and Security Agreement, dated July 30, 200&ul
among Silicon Valley Bank, Oxford Finance Corparati
Leader Lending LLC—Series A, Leader Lending LLC—
Series B and Complete Genomics, |
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Incorporated by Reference

Form Date
8-K 11/16/201
S-1/A 10/04/2011
S-1/A 10/20/2011
S1 07/30/2011
S1 07/30/2011
S1 07/30/201.
S1 07/30/2011
16-K 03/30/201.
S-1/A 09/10/2011
S-1/A 10/04/2011
S1 07/30/201
S1 07/30/2011
S1 07/30/201

Number

3.1
3.4

4.2

4.4

4.8

10.1
10.z

10.3¢

10.3t

10.4¢

Filed

Herewith
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Exhibit Incorporated by Reference
Number Exhibit Description Form Date
10.4b Loan and Security Agreement, dated December 10,24

and between Comerica Bank and Complete Genomics 1C-K 03/30/201.
10.4c Loan and Security Agreement, dated December 10,24

and between Atel Ventures, Inc. and Complete Geosyninc. 1C-K 03/30/201.
10.4d First Amendment to the Loan and Security Agreendated

December 17, 2010 by and between Atel Ventures alind

Complete Genomics, Inc. dated March 25, 2( 1C¢-K 03/30/201.
10.4e Loan and Security Agreement, dated March 25, 2By Bnd

between Oxford Finance Corporation and Completeo@¥rs,

Inc. 1C-K 03/30/201.
10.4f Amendment No. 1 to the Loan and Security Agreerbgrand

between Oxford Finance Corporation and Completeo@¥ées,

Inc. effective August 22, 201
10.49g Amendment No. 2 to the Loan and Security Agreerbgrand

between Oxford Finance Corporation and CompleteoBérs,

Inc. effective February 28, 201
10.4h Amendment No. 2 to the Loan and Security Agreerbgrand

between Atel Finance Corporation and Complete Gérgym

Inc. effective February 29, 201
10.5 Lease Agreement by and between Britania HaciendlaMIC

and Complete Genomics, Inc., dated October 31, 2 S1 07/30/2011
10.6a- Complete Genomics, Inc. 2006 Equity Incentive P&,

amended S-1 07/30/2011
10.6b- Complete Genomics, Inc. 2006 Equity Incentive Péan,

amended S-1 07/30/2011
10.7a Complete Genomics, Inc. 2010 Equity Incentive Awitan. S-1/A 10/20/2011
10.7bA Form of Stock Option Grant Notice and Stock Option

Agreement under the 2010 Equity Incentive AwarchF S-1/A 10/20/2011
10.8+ Offer letter employment agreement, by and betweamilete

Genomics, Inc. and Bruce Martin, dated March 26,2 S-1 07/30/2011
10.9+ Offer letter employment agreement, by and betweamilete

Genomics, Inc. and Mark J. Sutherland, dated Madc?010. S-1 07/30/2011
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10.4¢

10.4c

10.4¢

10.t

10.6¢

10.6k
10.7¢

10.7k

10.€
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Filed
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Exhibit
Number

10.10+

10.11a-

10.11b-

10.12a-

10.12b-

10.13a-

10.13b-

10.14+

10.15+

10.16+

10.17+

10.18+
23.1
311

31.2

32.1

Exhibit Description

Offer letter employment agreement, by and betw
Complete Genomics, Inc. and Ajay Bansal, dated Flay
2010.

Severance Agreement, by and between Complete Gesy
Inc. and Clifford A. Reid, Ph.D., dated March 2808.

Amendment to Severance Agreement, by and between
Complete Genomics, Inc. and Clifford A. Reid, Ph.datec
December 31, 200t

Severance Agreement, by and between Complete Ges;
Inc. and Robert J. Curson, dated March 28, 2

Amendment to Severance Agreement, by and between
Complete Genomics, Inc. and Robert J. Curson, dated
December 31, 200!

Severance Agreement, by and between Complete Gesy
Inc. and Radoje Drmanac, Ph.D., dated March 2862

Amendment to Severance Agreement, by and between
Complete Genomics, Inc. and Radoje Drmanac, PHdde(
December 31, 200!

Complete Genomics, Inc. Nonemployee Dire:
Compensation Policy

Complete Genomics, Inc. Employee Stock Purchase

Offer Letter Employment Agreement, by and betw
Complete Genomics, Inc. and Keith Raffel, datecededh
2011.

Executive Change in Control and Severance Plardddsey
5, 2011.

Leadership Incentive Plan dated April 11, 2C
Consent of Independent Registered Public Accouriing.

Certification of Chief Executive Officer of Compéet
Genomics, Inc., as required by Rule 13a-14(a) de REd-
14(a).

Certification of Chief Financial Officer of Compée
Genomics, Inc., as required by Rule 13a-14(a) de REd-
14(a).

Certification by the Chief Executive Officer, agjoired by
Rule 13a-14(b) or Rule 15d-14(b) and Section 1350 o
Chapter 36 of Title 18 of the United States Code1S.C.
§1350).**
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Incorporated by Reference

Form Date
S-1 07/30/2011
S-1 07/30/2011
S-1 07/30/2011
S-1 07/30/2011
S-1 07/30/2011
S-1 07/30/2011
S-1 07/30/2011
S-1/A 10/04/2011
S-1/A 10/20/2011
1C-Q 8/15/201.:

Number

10.1¢(

10.11:

10.11t

10.12:

10.12t

10.13:

10.13t

10.1¢
10.1¢

10.1

Filed

Herewith
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Exhibit Incorporated by Reference Filed
Number Exhibit Description Form Date Number Herewith
32.2 Certification by the Chief Financial Officer, agjtgred by Rule
13a-14(b) or Rule 15d-14(b) and Section 1350 ofp@#1a36 of
Title 18 of the United States Code (18 U.S.C. §)35( X
101.1 The following materials from the Registrant’s AnhB&port on

*%

—+

Form 10K for the year ended December 31, 2011 are formhat
XBRL (eXtensible Business Reporting Language)th®
Condensed Consolidated Balance Sheets, (ii) thel€med
Consolidated Statements of Operations, (iii) thedsmsed
Consolidated Statements of Cash Flows, and (ivedti
Condensed Consolidated Financial Stateme

Pursuant to Rule 406T of Regulatio-T, the XBRL files on Exhibit 101 hereto are deemetifiled or part of a registration statemen

prospectus for purposes of Sections 11 or 12 oS#wmirities Act of 1933, as amended, are deemefilembfor purposes of Section 18 of
the Securities and Exchange Act of 1934, as amerasietiotherwise are not subject to liability untterse sections

The certifications attached as Exhibits 32.1 &2d2 that accompanies this Annual Report on FdrK hre not deemed filed with the
Securities and Exchange Commission and are na tndorporated by reference into any filing of Cdet@ Genomics, Inc. under the
Securities Act of 1933, as amended, or the Seeariikxchange Act of 1934, as amended, whether nefdechor after the date of this
Form 1(-K, irrespective of any general incorporation larggiaontained in such filing

Indicates management contract or compensatory

Confidential treatment has been granted for cegiantions of this exhibit. Omitted information hasen filed separately with the SE
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Exhibit 10.4F

FIRST AMENDMENT
TO
LOAN AND SECURITY AGREEMENT

THIS FIRST AMENDMENT to Loan and Security Agreemétttis “ Amendment”) is entered into as of August 22, 2011, by and
between OXFORD FINANCE LLC (successor in interesDixford Finance Corporation; in its individual eafiy, “ Oxford ” or “ Lender ”;
in its capacity as Collateral AgentCobllateral Agent”) and COMPLETE GENOMICS, INC., a Delaware corpaat(* Borrower ”).

R ECITALS

A. Collateral Agent, Lender and Borrower have entéméalthat certain Loan and Security Agreement datedf March 25, 2011 (as the
same may from time to time be amended, modifiedpkmented or restated, th&dan Agreement”).

B. Lender has extended credit to Borrower for the pseg permitted in the Loan Agreement.

C. Borrower has requested that Collateral Agent antleeamend the Loan Agreement to make certainiomggo the Loan Agreement
as more fully set forth herein.

D. Collateral Agent and Lender have agreed to so aroendin provisions of the Loan Agreement, but dolyhe extent, in accordance
with the terms, subject to the conditions and lranee upon the representations and warrantiefgatbelow.

A GREEMENT

N ow , T HEREFORE , in consideration of the foregoing recitals and otp@od and valuable consideration, the receiptatetjuacy of
which is hereby acknowledged, and intending todgelly bound, the parties hereto agree as follows:

1. Definitions. Capitalized terms used but not defined in this Admeant shall have the meanings given to them in.ttam Agreement.
2. Amendments to Loan Agreement

2.1 Section 6.6 (Operating Accounts)The last sentence of Section 6.6(b) of the LogreAment hereby is amended and restated
in its entirety to read as follows:

“The provisions of the previous sentence shallapgly to (i) deposit accounts exclusively usedpayroll, payroll taxes and other
employee wage and benefit payments to or for tinefiteof Borrower’'s employees and identified to den by Borrower as such or
(i) the Cash Management Services Accounts.”

2.2 Section 12.1 (Successors and AssignSection 12.1 of the Loan Agreement hereby is aleémnd restated in its entirety to
read as follows:

“12.1 Successors and Assignd his Agreement binds and is for the benefit & shiccessors and permitted assigns of each party.
Borrower may not transfer, pledge or assign thiss&gent or any rights or obligations under it withGollateral Agent’'s and Lender’s
prior written consent (which may be granted or Wl in Collateral Agent’'s and Lender’s discretidn@nder has the right, without the
consent of or notice to Borrower, to sell, transéessign, pledge, negotiate, or grant participatiofany such sale, transfer, assignment,
pledge, negotiation, or grant of a participatiofi,La&ender Transfer ”) all or any part of, or any interest in, the Lend obligations, right:
and benefits under this Agreement and the othen lx@cuments provided, however, that any such Lemdansfer (other than a transfer,
pledge, sale or assignment to an Eligible Assignéé} obligations, rights, and benefits undestAgreement and the other Loan
Documents shall require the prior written consdrihe Required Lenders (such approved assigneeApproved Lender ”). Borrower
and Collateral Agent shall be entitled to contitmeeal solely and directly with such Lender inwection with the interests so sold,
transferred, assigned, pledged, negotiated or eglamparticipation in, until Collateral Agent shadive received and accepted an effective
assignment agreement in form satisfactory to GaigdtAgent executed, delivered and fully compldigdhe applicable parties thereto,
and shall have received such other informationndigg such Eligible Assignee or Approved LendeCadlateral Agent reasonably shall
require.”



2.3 Section 13.1 (Definitions)The following terms and their respective definisdrereby are added to or amended in Section 13.1
of the Loan Agreement as follows:

“ Approved Fund " means any (i) investment company, fund, trustusiéization vehicle or conduit that is (or will hengaged in
making, purchasing, holding or otherwise invesiingommercial loans and similar extensions of dredihe ordinary course of its
business or (ii) any Person (other than a natwedgn) which temporarily warehouses loans for Led@&ny entity described in the
preceding clause (i) and that, with respect to edi¢che preceding clauses (i) and (i), is admaret or managed by (a) Lender, (b) an
Affiliate of Lender or (c) a Person (other thanadural person) or an Affiliate of a Person (othert a natural person) that administers or
manages Lender.

“ Cash Management Services Accountsmeans collectively the Credit Card Account ane kiterchant Services Account.

“ Collateral Agent” means, Oxford, not in its individual capacity ttsolely in its capacity as agent on behalf of foxdhe benefit
of the Lender.

“ Credit Card Account ” means that certain money market account maintiivith SVB in support of the SVB Credit Card
Services; provided that the aggregate amount ih aocount does not exceed Two Hundred Sixty ThaliBallars ($260,000) at any
time.

“ Eligible Assignee” means (i) Lender, (ii) an Affiliate of Lenderjifian Approved Fund and (iv) any commercial baseyings
and loan association or savings bank or any othigtyevhich is an “accredited investor” (as definacdRegulation D under the Securities
Act of 1933, as amended) and which extends creditigs loans as one of its businesses, includisgrance companies, mutual funds,
lease financing companies and commercial finanogpemies, in each case, which either (A) has agatfrBBB or higher from
Standard & Poor’s Rating Group and a rating of Baaigher from Moody’s Investors Service, Inctla date that it becomes a Lender
or (B) has total assets in excess of Five Billianl@rs ($5,000,000,000), and in each case of cla(is¢ghrough (iv), which, through its
applicable lending office, is capable of lendind@Bmrrower without the imposition of any withholdileg similar taxes; provided that
notwithstanding the foregoing,Eligible Assignee” shall not include (i) Borrower, any guarantorasy of Borrower’s or any such
guarantors Affiliates or Subsidiaries or (ii) unless an EvefDefault has occurred and is continuing, adiemmpetitor of Borrower or
guarantor or a vulture hedge fund, each as detedriiy Collateral Agent. Notwithstanding the forewpi(x) in connection with
assignments by a Lender due to a forced divestitutiee request of any regulatory agency, theictisins set forth herein shall not apply
and Eligible Assignee shall mean any Person oy art (y) in connection with a Lender’s own finargior securitization transactions,
the restrictions set forth herein shall not appiy &ligible Assignee shall mean any Person or gantyiding such financing or formed to
undertake such securitization transaction and mmsteree of such Person or party; provided thatuoh sale, transfer, pledge or
assignment under this clause (y) shall release lseter from any of its obligations hereunder drsditute any such Person or party for
such Lender as a party hereto until Collateral Agéiall have received and accepted an effectivigrasgnt agreement from such Person
or party in form satisfactory to Collateral Ageneeuted, delivered and fully completed by the ayglile parties thereto, and shall have
received such other information regarding suchiBlikgAssignee as Collateral Agent reasonably skallire.
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“ Merchant Services Account’ means that certain money market account maintiavieh SVB in support of the SVB Merchant
Services; provided that the aggregate amount ih aocount does not exceed Two Hundred Sixty ThaliBallars ($260,000) at any
time.

Clause “(f)” of the definition ‘Permitted Indebtedness’ hereby is amended by deleting the phrase “andt @gpears at the end
thereof; clause “(g)” of the definition ofPermitted Indebtedness’ hereby is amended by deleting the period at titetbereof and
replacing it with a semicolon; and new clauses™émd “(i)” hereby are added to the definition oP&rmitted Indebtedness’ to read as
follows:

“(h) Indebtedness incurred by Borrower in connattioth SVB Credit Card Services; provided that siggregate amount of
such Indebtedness does not exceed Two HundredTitiysand Dollars ($250,000) at any time; and

(i) Indebtedness incurred by Borrower in connectigthh SVVB Merchant Services; provided that the aggte amount of such
Indebtedness does not exceed Hundred Fifty ThouBaiidrs ($250,000) at any time.”

Clause “(g)” of the definition Permitted Liens” hereby is amended by deleting the phrase “andt @gpears at the end thereof;
clause “(h)” of the definition of Permitted Liens” hereby is amended by deleting the period at titeteereof and replacing it with a
semicolon; and a new clause “(i)” hereby is adaethé definition of “Permitted Liens” to read as follows:

“(i) Liens in favor of SVB with respect to the Castanagement Services Accounts.”

“ Required Lenders” means (i) for so long as all of the Persons #ratLenders on the Effective Date (each @rigginal Lender
") have not assigned or transferred any of thaersts in their respective Term Loans, Lenderdihglone hundred percent (100%) of
the aggregate outstanding principal balance ofréren Loans, or (ii) at any time from and after &wyginal Lender has assigned or
transferred any interest in its Term Loans, Lendietding, sixty-six percent (66%) or more of theegpate outstanding principal balance
of the Term Loangplus, in respect of this clause (ii), (A) each Origih@hder that has not assigned or transferred ariopm®f its
respective Term Loan and (B) each assignee of @in@t Lender provided such assignee was assign&drmsferred and continues to
hold one hundred percent (100%) of the assignirgital Lender’s interest in the Term Loans (in eaabe in respect of clauses (A) and
(B) of this clause (ii), whether or not such Lengeincluded within the Lenders holding sixty-sigrpent (66%) of the Terms Loans);
provided, however, that notwithstanding the foregoing, for purposéSection 9.1(b) hereof,Required Lenders” means (i) for so lon
as all Original Lenders retain one hundred per¢Edd%) of their interests in their respective Téroans, Lenders holding one hundred
percent (100%) of the aggregate outstanding pratdiplance of the Term Loans, or (ii) at any timanf and after any Original Lender
has assigned or transferred any interest in itsnTlayans, Lenders holding, sixty-six percent (66%inore of the aggregate outstanding
principal balance of the Term Loans, plus, in respéthis clause (ii), each Original Lender thasmot assigned or transferred any
portion of its respective Term Loan (in each casegpect of this clause (ii), whether or not sOctginal Lender is included within the
Lenders holding sixty-six percent (66%) of the Tdroans). For purposes of this definition only, antler shall be deemed to include
itself, and any Lender that is an Affiliate or Apped Fund of such Lender.

“ SVB " means Silicon Valley Bank.

“ SVB Credit Card Services” means those certain credit card services ideatifin cash management services agreements betwee
Borrower and SVB.



“ SVB Merchant Services’ means those certain merchant services identifiedsh management services agreements between
Borrower and SVB.

3. Limitation of Amendments.

3.1 The amendments set forth in Section 2, above,ftgetiwe for the purposes set forth herein andldialimited precisely as
written and shall not be deemed to (a) be a corieearty amendment, waiver or modification of anyestterm or condition of any Loan
Document, or (b) otherwise prejudice any rightemedy which Collateral Agent or any Lender may fawve or may have in the future under
or in connection with any Loan Document.

3.2 This Amendment shall be construed in connectioh aitd as part of the Loan Documents and all tecorgjitions,
representations, warranties, covenants and agreéersetrforth in the Loan Documents, except as hemgiended, are hereby ratified and
confirmed and shall remain in full force and effect

4. Representations and WarrantiesTo induce Collateral Agent and Lender to enter this Amendment, Borrower hereby represents
and warrants to Collateral Agent and Lender agfait

4.1Immediately after giving effect to this Amendmea} the representations and warranties containdteihoan Documents are
true, accurate and complete in all material respastof the date hereof (except as previouslyalied in writing to Lender and except to the
extent such representations and warranties relaa earlier date, in which case they are truecancct as of such date), and (b), no Event of
Default has occurred and is continuing;

4.2 Borrower has the power and authority to executedsmtigder this Amendment and to perform its obligas under the Loan
Agreement, as amended by this Amendment;

4.3 The organizational documents of Borrower delivaeollateral Agent and Lender on the Effectivedate true, accurate and
complete and have not been amended, supplementedtated and are and continue to be in full fare effect;

4.4The execution and delivery by Borrower of this Amerent and the performance by Borrower of its olidges under the Loan
Agreement, as amended by this Amendment, have diggrauthorized,;

4.5The execution and delivery by Borrower of this Arderent and the performance by Borrower of its obliges under the Loan
Agreement, as amended by this Amendment, do nowdhdot contravene (a) any law or regulation bimglon or affecting Borrower, (b) any
contractual restriction with a Person binding onrBwer, (c) any order, judgment or decree of anyrcor other governmental or public body
or authority, or subdivision thereof, binding onrBawer, or (d) the organizational documents of Baser;

4.6 The execution and delivery by Borrower of this Arderent and the performance by Borrower of its obliges under the Loan
Agreement, as amended by this Amendment, do naireegny order, consent, approval, license, authtidn or validation of, or filing,
recording or registration with, or exemption by ayjowernmental or public body or authority, or swiglon thereof, binding on Borrower,
except as already has been obtained or made; and

4.7 This Amendment has been duly executed and delidgyd®brrower and is the binding obligation of Boxer, enforceable
against Borrower in accordance with its terms, pkes such enforceability may be limited by bankeypinsolvency, reorganization,
liquidation, moratorium or other similar laws ofrggal application and equitable principles relatimgr affecting creditors’ rights.

5. Counterparts. This Amendment may be executed in any number ofitesparts and all of such counterparts taken tegethall be
deemed to constitute one and the same instrument.



6. EffectivenessThis Amendment shall be deemed effective upon tleeekecution and delivery to Collateral Agent aedder of this
Amendment by each party hereto.

[ Balance of Page Intentionally Left Blank
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I NW ITNESS W HEREOF , the parties hereto have caused this Amendment dullyeexecuted and delivered as of the date firgitem
above.

COLLATERAL AGENT AND LENDER: BORROWER:

OXFORD FINANCE LLC COMPLETE GENOMICS, INC

By: /s/ John G. Henderson By: /sl Ajay Bansal

Name Name

Title: Vice President and General el Title: Chief Executive Office

[ Signature Page to First Amendment to Loan and SigcAgreement



Exhibit 10.4G

SECOND AMENDMENT
TO
LOAN AND SECURITY AGREEMENT

THIS SECOND AMENDMENT to Loan and Security Agreerméhis “Amendment”) is entered into as of February 28, 2012, by and
between OXFORD FINANCE LLC (successor in interesDixford Finance Corporation; in its individual eafty, “ Oxford ” or “ Lender ”;
in its capacity as Collateral AgentCobllateral Agent”) and COMPLETE GENOMICS, INC., a Delaware corpaat(* Borrower ").

R ECITALS

A. Collateral Agent, Lender and Borrower have entéméalthat certain Loan and Security Agreement datedf March 25, 2011 (as
amended from time to time, including by that certairst Amendment to Loan and Security Agreemetgdlas of August 22, 2011, as the
same may from time to time be further amended, fieajisupplemented or restated, theoan Agreement”).

B. Lender has extended credit to Borrower for the pseg permitted in the Loan Agreement.

C. Borrower has informed Collateral Agent that it eatseto be in default of the covenant set forthéctin 6.2(a)(ii) of the Loan
Agreement for Borrower’s 2011 fiscal year for fagito deliver an unqualified opinion, from Priceardiouse Coopers or another nationally
recognized independent certified public accountirrg, on the financial statements to be deliveradspant thereto (theExpected Default”).

D. Borrower has promptly notified Lender, pursuanstxtion 6.11 of the Loan Agreement, of the creaioam new subsidiary, Complete
Genomics International, Inc., and is willing to ¢éa&ny such actions as may be reasonably requiréerger according to the terms therein.

E. Borrower has requested that Collateral Agent anmtieeamend the Loan Agreement to (i) waive the EtqueDefault and (ii) make
certain revisions to the Loan Agreement as moilg &dt forth herein.

F. Borrower, Collateral Agent and Lender have agreesbtamend certain provisions of the Loan Agreepairitonly to the extent, in
accordance with the terms, subject to the conditaomd in reliance upon the representations ancanwtées set forth below.

A GREEMENT

N ow , T HEREFORE , in consideration of the foregoing recitals and otp@od and valuable consideration, the receiptatetjuacy of
which is hereby acknowledged, and intending todgally bound, the parties hereto agree as follows:

1. Definitions. Capitalized terms used but not defined in this Adment shall have the meanings given to them i.tdan Agreement.

2. Amendments to Loan Agreement



2.1 Section 4.3 (Pledge of Collateralp new Section 4.3 hereby is added to the Loan Ages# to read as follows:

“ 4.3 Pledge of CollateralBorrower hereby pledges, assigns and grants t@teadl Agent, for the ratable benefit of the Lesdar
security interest in all the Shares, together witiproceeds and substitutions thereof, all casltksand other moneys and property paid
thereon, all rights to subscribe for securitieda®ed or granted in connection therewith, and ileo cash and noncash proceeds of the
foregoing, as security for the performance of thdigations. On the Second Amendment Effective Dateto the extent not certificated
as of the Second Amendment Effective Date, witim(tLO) days of the certification of any Shares,dértificate or certificates for the
Shares will be delivered to Collateral Agent, acpanied by an instrument of assignment duly executétank by Borrower. To the
extent required by the terms and conditions gowerittie Shares, Borrower shall cause the booksabf eatity whose Shares are part of
the Collateral and any transfer agent to refleetgledge of the Shares. Upon the occurrence aridgdilve continuance of an Event of
Default hereunder, Collateral Agent may effectttiaasfer of any securities included in the Collat€including but not limited to the
Shares) into the name of Collateral Agent and caesge(as applicable) certificates representing sedurities to be issued in the nam
Collateral Agent or its transferee. Borrower wilteute and deliver such documents, and take oedause taken such actions, as
Collateral Agent may reasonably request to pedecbntinue the perfection of Collateral Agent'swety interest in the Shares. Unless
an Event of Default shall have occurred and beicuaimg, Borrower shall be entitled to exercise anying rights with respect to the
Shares and to give consents, waivers and ratificatin respect thereof, provided that no vote di@ltast or consent, waiver or
ratification given or action taken which would lpednsistent with any of the terms of this Agreem@nwhich would constitute or create
any violation of any of such terms. All such rightsvote and give consents, waivers and ratificegtishall terminate upon the occurrence
and during the continuance of an Event of Default.”

2.2 Section 5.11 (Sharesh new Section 5.11 hereby is added to the Loan é&gent to read as follows:

“ 5.11 SharesBorrower has full power and authority to creatést fien on the Shares and no disability or casttral obligation
exists that would prohibit Borrower from pledgifetShares pursuant to this Agreement. To Borrowartsvledge, there are no
subscriptions, warrants, rights of first refusabtiner restrictions on transfer relative to, oriops exercisable with respect to the Shares.
The Shares have been and will be duly authorizedvahdly issued, and are fully paid and non-assieles To Borrower’s knowledge, the
Shares are not the subject of any present or gmedtsuit, action, arbitration, administrative thvew proceeding, and Borrower knows of
no reasonable grounds for the institution of arghsproceedings.”

2.3 Section 13.1 (Definitions)The following terms and their respective definigdrereby are added to Section 13.1 of the Loan
Agreement as follows:

“ Second Amendment Effective Daté means February 28, 2012.

“ Shares” is one hundred percent (100%) of the issued anstanding capital stock, membership units or offeeurities owned or
held of record by Borrower, in any Subsidiary; pdad that, in the event Borrower, demonstratesdberal Agent’s reasonable
satisfaction, that a pledge of more than sixty freecent (65%) of the Shares of a Subsidiary of@®eer which is not an entity organized
under the laws of the United States or any tegritbereof, creates a present and existing advaxseansequence to Borrower under the
U.S. Internal Revenue Code, “Shares” shall meay-$ixe percent (65%) of the issued and outstandiqtabstock, membership units
other securities owned or held of record by Bornoiwesuch Subsidiary.

2.4 Section 13.1 (Definitions)The defined term “Permitted Investments” in Secti@nl of the Loan Agreement hereby is amended
by deleting the term “and” as it appears at the@rglibsection (c) thereof; deleting the periothatend of subsection (d) thereof and replacing
it with the phrase “; and”; and adding a new subeade) thereto to read as follows:

“(e) Investments in Borrower’s wholly owned subsigi, Complete Genomics International, Inc., no#xoeed One Hundred
Thousand Dollars ($100,000) at any time.”

2.5Collateral Agent and Lender hereby waive the Exga8efault.
2



3. Limitation of Amendments.

3.1 The amendments set forth in Section 2, above,figetiwe for the purposes set forth herein andldbalimited precisely as
written and shall not be deemed to (a) be a corisearty amendment, waiver or modification of arfyestterm or condition of any Loan
Document, or (b) otherwise prejudice any rightemedy which Collateral Agent or any Lender may mawve or may have in the future under
or in connection with any Loan Document.

3.2This Amendment shall be construed in connectioh aitd as part of the Loan Documents and all tecorglitions,
representations, warranties, covenants and agresmetforth in the Loan Documents, except as hemgiended, are hereby ratified and
confirmed and shall remain in full force and effect

4. Representations and WarrantiesTo induce Collateral Agent and Lender to enter this Amendment, Borrower hereby represents
and warrants to Collateral Agent and Lender agfait

4.1 Immediately after giving effect to this Amendmea} the representations and warranties containdteihoan Documents are
true, accurate and complete in all material respastof the date hereof (except as previouslyalisd in writing to Lender and except to the
extent such representations and warranties relata earlier date, in which case they are truecangkct as of such date), and (b), no Event of
Default has occurred and is continuing;

4.2 Borrower has the power and authority to executedstider this Amendment and to perform its obligas under the Loan
Agreement, as amended by this Amendment;

4.3 The organizational documents of Borrower delivee@ollateral Agent and Lender on the Effectived)air thereafter are true,
accurate and complete and have not been amenggaeswented or restated and are and continue to full force and effect;

4.4 The execution and delivery by Borrower of this Arderent and the performance by Borrower of its obliges under the Loan
Agreement, as amended by this Amendment, have didgrauthorized,;

4.5The execution and delivery by Borrower of this Amerent and the performance by Borrower of its obidges under the Loan
Agreement, as amended by this Amendment, do notvdlhdot contravene (a) any law or regulation binglon or affecting Borrower, (b) any
contractual restriction with a Person binding onrBaer, (c) any order, judgment or decree of anyrcor other governmental or public body
or authority, or subdivision thereof, binding onrBawer, or (d) the organizational documents of Baoser;

4.6 The execution and delivery by Borrower of this Amerent and the performance by Borrower of its obidges under the Loan
Agreement, as amended by this Amendment, do naireegny order, consent, approval, license, authtian or validation of, or filing,
recording or registration with, or exemption by ayowernmental or public body or authority, or swiglon thereof, binding on Borrower,
except as already has been obtained or made; and

4.7 This Amendment has been duly executed and delivieydgbrrower and is the binding obligation of Bomer, enforceable
against Borrower in accordance with its terms, pkes such enforceability may be limited by bankrypinsolvency, reorganization,
liquidation, moratorium or other similar laws ofrggal application and equitable principles relatm@r affecting creditors’ rights.

5. Counterparts. This Amendment may be executed in any number ofitesparts and all of such counterparts taken tayethall be
deemed to constitute one and the same instrument.

6. EffectivenessThis Amendment shall be deemed effective uporhé)due execution and delivery to Collateral Agerdt bender of
(x) this Amendment by each party hereto and (ygdeetion Certificate for Complete Genomics Inteimaal, Inc.; (ii) the delivery to
Collateral Agent of the certificate(s) for the Sdgrtogether with Assignment(s) Separate from fizte, duly executed in blank; (iii) the due
execution and delivery to Collateral Agent of ugdbBorrowing Resolutions, in substantially the fattached hereto as Annex I, and
(iv) Borrower’s payment of all Lender’s Expensestuirred through the date of this Amendment.

[ Balance of Page Intentionally Left Blank
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I NW ITNESS W HEREOF , the parties hereto have caused this Amendment dullyeexecuted and delivered as of the date firgitem
above.

COLLATERAL AGENT AND LENDER: BORROWER:

OXFORD FINANCE LLC COMPLETE GENOMICS, INC
By:  /s/ Mark Davis By: /s/ Ajay Bansa

Name Mark Davis Name Ajay Bansal

Title: Vice President Finance, Secretary and Treax Title: Chief Executive Office

[ Signature Page to Second Amendment to Loan and S&gcégreement]



ANNEX |
CORPORATE BORROWING CERTIFICATE

B orrROWER: COMPLETE GENOMICS, INC D ATE : February 28, 201
L ENDER OXFORD FINANCE LLC, as Collateral Agent and Len

| hereby certify as follows, as of the date settf@bove:
1. I am the Secretary, Assistant Secretary or aifferer of Borrower. My title is as set forth balo
2. Borrower’s exact legal name is set forth ab®&arower is a corporation existing under the laWthe State of Delaware.

3. Attached hereto as Exhibitad_Exhibit B, respectively, are true, correct and completeeopf (i) Borrower’s Certificate of Incorporation
(including amendments), as filed with the Secretdr$tate of the state in which Borrower is incagied as set forth in paragraph 2 above;
(if) Borrower’s Bylaws. Neither such Certificate loicorporation nor such Bylaws have been amendetylked, rescinded, revoked or
supplemented, and such Certificate of Incorporagiot such Bylaws remain in full force and effecoathe date hereof.

4. The following resolutions were duly and validigtopted by Borrower’s Board of Directors at a dudyd meeting of such directors (or
pursuant to a unanimous written consent or oth#rogized corporate action). Such resolutions afellirforce and effect as of the date hereof
and have not been in any way modified, repealestimded, amended or revoked, and the Lenders rhagmehem until each Lender receives
written notice of revocation from Borrower.

R EsoLVED , thatany oneof the following officers or employees of Borrowamose names, titles and signatures are below,atiagn
behalf of Borrower:

Authorized to

Add or Remov

Name Title Signature Signatories
Ajay Bansal Assistant Secretal /sl Ajay Bansa X

Clifford A. Reid CEO and Presidel /s/ Clifford A. Reid X

R EsSoLVED F URTHER , thatany oneof the persons designated above with a checkedbésixle his or her name may, from time to time,
add or remove any individuals to and from the almtef persons authorized to act on behalf ofrBaver.

R ESOLVED F URTHER , that such individuals may, on behalf of Borrower:

Borrow Money . Borrow money from the Lenders.

Execute Loan Documents Execute any loan documents any Lender requires.

Grant Security . Grant Collateral Agent a security interest in ahBorrower’s assets.

Negotiate Items. Negotiate or discount all drafts, trade accepanpromissory notes, or other indebtedness inBarrower has
an interest and receive cash or otherwise usertuegds.

Further Acts . Designate other individuals to request advangag fees and costs and execute other documenggserraents
(including documents or agreement that waive Boerswight to a jury trial) they believe to be nesary to effectuate such
resolutions



R ESOLVED F URTHER , that all acts authorized by the above resolutigrisany prior acts relating thereto are ratified.

5. The persons listed above are Borrower’s officersmployees with their titles and signatures ghoext to their names.

By: /s/ Ajay Bansa
Name: Ajay Bansal
Title: Assistant Secretat

*** |f the Secretary, Assistant Secretary or otherifyéng officer executing above is designated byrésslutions set forth in paragraph
4 as one of the authorized signing officers, thastiicate must also be signed by a second autkdrifficer or director of Borrower.

l, the of Borrower, hereby dfgras to paragraphs 1 through 5 above, as of #ite skt forth above.
[print title]

By: /s/ Clifford A. Reid
Name: Clifford A. Reid
Title: CEO and Presidel




EXHIBIT A

Certificate of Incorporation (including amendments)
[See attachec




EXHIBIT B

Bylaws
[See attached]



Exhibit 10.4H

SECOND AMENDMENT
TO
LOAN AND SECURITY AGREEMENT

THIS SECOND AMENDMENT to Loan and Security Agreerméhis “Amendment”) is entered into as of February 29, 2012, by and
between ATEL VENTURES, INC., as agent for its &fiéd funds under an Intercompany Agency and PoWAttorney Agreement dated as
of April 30, 2010, a California corporation ’ender ), and COMPLETE GENOMICS, INC., a Delaware corpama (“ Borrower ").

R ECITALS

A. Lender and Borrower have entered into that cettaam and Security Agreement No. COMPX, dated d3exfember 17, 2010 (as
amended from time to time, including by that certigirst Amendment to Loan and Security Agreement@®IOMPX, dated as of March 25,
2011, as the same may from time to time be furineended, modified, supplemented or restated, tloah Agreement”).

B. Lender has extended credit to Borrower for the pseg permitted in the Loan Agreement.

C. Borrower has informed Lender that it expects tanbaéefault of the covenant set forth in Section(i).®f the Loan Agreement for
Borrower’'s 2011 fiscal year for failing to delivan unqualified opinion, from an independent cetifpublic accounting firm reasonably
acceptable to Lender, on the financial statemenietdelivered pursuant thereto (thEXpected Default”).

D. Borrower has promptly notified Lender, pursuan&axtion 6.8 of the Loan Agreement, of the creatiba new subsidiary, Complete
Genomics International, Inc., and is willing to ¢éa&ny such actions as may be reasonably requiréerger according to the terms therein.

E. Borrower has requested that Lender amend the Lagmeeinent to (i) waive the Expected Default andn(i@ke certain revisions to the
Loan Agreement as more fully set forth herein.

F. Borrower and Lender have agreed to so amend centauisions of the Loan Agreement, but only to ¢ixéent, in accordance with the
terms, subject to the conditions and in reliancenuiine representations and warranties set forthwbel

A GREEMENT

N ow , T HEREFORE , in consideration of the foregoing recitals and otp@od and valuable consideration, the receiptatetjuacy of
which is hereby acknowledged, and intending todgally bound, the parties hereto agree as follows:

1. Definitions. Capitalized terms used but not defined in this Adment shall have the meanings given to them i.tdan Agreement.
2. Amendments to Loan Agreement.

2.1 Section 1.1 (Definitions)The following terms and their respective definisdrereby are added to Section 1.1 of the Loan
Agreement as follows:

“ Second Amendment Effective Daté means February 29, 2012.

1



2.2 Section 1.1 (Definitions)The defined term “Permitted Investmenis'Section 1.1 of the Loan Agreement hereby is atedrb)
deleting the term “and” as it appears at the erslibEection (h) thereof; deleting the period atethe of subsection (i) thereof and replacing it
with the phrase “; and”; and adding a new subsedjjathereto to read as follows:

“(j) Investments in Borrower’s wholly owned subsidj, Complete Genomics International, Inc., nagxoeed One Hundred
Thousand Dollars ($100,000) at any time.”

2.3Lender hereby waives the Expected Default.
3. Limitation of Amendments.

3.1 The amendments set forth in Section 2, above,figetiwe for the purposes set forth herein andldbalimited precisely as
written and shall not be deemed to (a) be a corisearty amendment, waiver or modification of arfyestterm or condition of any Loan
Document, or (b) otherwise prejudice any rightemedy which Lender may now have or may have irfuhee under or in connection with
any Loan Document.

3.2This Amendment shall be construed in connectioh aitd as part of the Loan Documents and all tecorglitions,
representations, warranties, covenants and agresmsetforth in the Loan Documents, except as hemgiended, are hereby ratified and
confirmed and shall remain in full force and effect

4. Representations and WarrantiesTo induce Lender to enter into this Amendment, Bawr hereby represents and warrants to Lendel
as follows:

4.1 Immediately after giving effect to this Amendmea} the representations and warranties containdteihoan Documents are
true, accurate and complete in all material respastof the date hereof (except as previouslyalisd in writing to Lender and except to the
extent such representations and warranties relata earlier date, in which case they are truecangkct as of such date), and (b), no Event of
Default has occurred and is continuing;

4.2 Borrower has the power and authority to executedstider this Amendment and to perform its obligas under the Loan
Agreement, as amended by this Amendment;

4.3 The organizational documents of Borrower delivaietdender on the Effective Date, or thereaftertawe, accurate and
complete and have not been amended, supplementedtated and are and continue to be in full fame effect;

4.4 The execution and delivery by Borrower of this Arderent and the performance by Borrower of its obiliges under the Loan
Agreement, as amended by this Amendment, have didgrauthorized,;

4.5The execution and delivery by Borrower of this Amerent and the performance by Borrower of its obidyes under the Loan
Agreement, as amended by this Amendment, do notvdhdot contravene (a) any law or regulation binglon or affecting Borrower, (b) any
contractual restriction with a Person binding onrBaver, (c) any order, judgment or decree of anyrtor other governmental or public body
or authority, or subdivision thereof, binding onrBawer, or (d) the organizational documents of Baoser;

4.6 The execution and delivery by Borrower of this Arderent and the performance by Borrower of its obliges under the Loan
Agreement, as amended by this Amendment, do naireegny order, consent, approval, license, authtian or validation of, or filing,
recording or registration with, or exemption by ayowernmental or public body or authority, or swiglon thereof, binding on Borrower,
except as already has been obtained or made; and

4.7 This Amendment has been duly executed and delivieydgbrrower and is the binding obligation of Bomer, enforceable
against Borrower in accordance with its terms, pkes such enforceability may be limited by bankrypinsolvency, reorganization,
liquidation, moratorium or other similar laws ofrggal application and equitable principles relatm@r affecting creditors’ rights.

5. Counterparts. This Amendment may be executed in any number ofitesparts and all of such counterparts taken tayethall be
deemed to constitute one and the same instrument.



6. EffectivenessThis Amendment shall be deemed effective uporhé)due execution and delivery to Lender of this Adment by eac
party hereto; and (ii) Borrower's payment of alinder’'s Expenses incurred through the date of threAdment, if any.

[ Balance of Page Intentionally Left Blank
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I NW ITNESS W HEREOF , the parties hereto have caused this Amendment dullyeexecuted and delivered as of the date firgitem
above.

LENDER: BORROWER:

ATEL VENTURES, INC., as Ager COMPLETE GENOMICS, INC
By: /s/ Paritosh K. Choksi By: /s/ Ajay Bansal
Name Paritosh K. Chol Name Ajay Bans
Title: Executive Vice Presidel Title: Chief Financial Officel

Second Amendment to Loan and Security Agreement ||



Exhibit 10.17

C oMPLETE G ENOMICS, | NC.
E xecuTivE C HANGE | N C ONTROL A ND S EVERANCE P LAN

E FFeCTIVE M AY 5, 2011
| NTRODUCTION

This Complete Genomics, Inc. Executive Change int@band Severance Plan (this “ Plarsets forth the severance benefits available
to Senior Executives (as defined below) of Compla¢momics, Inc. (the “ Compariyin the event of a Senior Executive’s terminatimin
employment. Each Senior Executive will participait¢he Plan, and the Plan is intended to replach eaisting offer letter, employment
agreement and severance agreement between the @panpha Senior Executive regarding severance an@hin Control (as defined below)
benefits. The goal is to create an equitable amdistent program for the Company’s Senior Execstihat is commensurate with their level of
employment, and to protect the Company’s stockheldad other stakeholders by mitigating agencylmsatthat may arise in any future
transaction involving a Change in Control.

P LAN P ROVISIONS

1. General Eligibility. You will only be eligible to participate in thiflan (a “ Senior Executiv$ if you have been designated as a
participant by the Board (as defined below) or FA@ministrator (as defined below), your customamypoyment is twenty (20) hours or more
per week and you execute a participant agreemeheiform provided to you by the Company (a “ Répant Agreemernit). Senior Executives
shall remain eligible for this Plan in the casesiok leave, military leave or any other leave ddextice approved pursuant to the regular leave
policy of the Company.

2. Severance Benefitdf you are a Senior Executive and if, outside@hange in Control Period (as defined below), experience a
Covered Termination (as defined below), then suliegou executing and not revoking during any aggtile revocation period a general
release of all claims against the Company andffiigies in a form acceptable to the Company Release) within thirty (30) days following
the date of your Covered Termination, then, in tldito any accrued but unpaid salary, wages, i@caind other amounts required by
applicable law, you will be entitled to receive flolowing benefits described in this Section 2.

(a) Severance PaymenYou will be entitled to receive a severance paynegual to that number of months of your Baserg4ks
defined below) specified in your Participant Agresmfor “Standard Severance Benefits” to be paigbtoin a cash lump sum, less
applicable withholding obligations, within ten (1d8ys following the date your Release is no lorsgdsject to revocation.

(b) Continued HealthcareSubject to the requirements of the Internal ReeeBode of 1986, as amended (the “ Cdthe
Company will pay, or, at its election, reimburseiyor, premiums for health insurance coverage ¢ostime extent it paid health insure
premiums on your behalf as of immediately prioydoir termination of employment if you elect to daoe health insurance pursuant to
the Consolidated Omnibus Budget Reconciliation A&OBRA ") (this health coverage is generally referred2d €ompanyPaid
Premiums’). The Company-Paid Premiums will continue forttheamber of months specified in your Participantégment for Standar
Severance Benefitsfirovided, however, that the Companfaid Premiums will terminate earlier if you cantted underlying coverage
such coverage otherwise ends sooner because yombedigible for and elect health coverage withtheoemployer. If your Company-
Paid Premiums included your dependents immediatédy to your termination of employment, the Comypauill continue to pay for the
premiums of such dependents after your terminatf@mployment to the same extent, and for the sdunation, as are paid by the
Company for you unless you elect otherwise.




3. Change in Control Benefitdf you are a Senior Executive and if, during pegiod of time commencing sixty (60) days prioato
Change in Control and ending twelve (12) monthkfahg the Change in Control (the “ Change in CohReriod"), you experience a
Covered Termination, then subject to you execuging not revoking during any applicable revocatierigrd a Release within thirty (30) days
following such termination of employment, thengieidition to any accrued but unpaid salary, wagasation and other amounts required by
applicable law, and in lieu of any benefits setHan Section 2 above, you will be entitled to rigeghe following benefits described in this
Section 3.

(a) Severance PaymenYou will be entitled to receive a severance paynegual to that number of months of your Basergala
specified in your Participant Agreement for “Chamg€ontrol Severance Benefits” to be paid to ywoa icash lump sum, less applicable
withholding obligations, within ten (10) days foMng the date your Release is no longer subjexg\vocation.

(b) Bonus PaymentYou will be entitled to receive an additional sence payment equal to that number of months wf target
cash bonus opportunity for the fiscal year of yGovered Termination as specified in your Participsgreement for “Change in Control
Severance Benefits” to be paid to you in a castplaom, less applicable withholding obligations hiitten (10) days following the date
your Release is no longer subject to revocation.

(c) Accelerated VestingEach outstanding equity award that you hold ab@flate of your Covered Termination will vest aifid
applicable, become exercisable with respect tohomelred percent (100%) of the shares subject theret

(d) Continued HealthcareSubject to the requirements of the Code, your gamg-Paid Premiums will continue for that number of
months specified in your Participant Agreement‘@hange in Control Severance Benefitgfpvided, however, that the Company-Paid
Premiums will terminate earlier if you cancel thredarlying coverage or coverage otherwise ends sdwsaause you become eligible for
and elect health coverage with another employstodf Company-Paid Premiums included your depersdemnediately prior to your
termination of employment, the Company will congrto pay the premiums for such dependents aftertgomination of employment to
the same extent, and for the same duration, gsaédeby the Company for you unless you elect otissw

4. Definitions. For the purposes of this Plan, the following teshall have the following meanings:
(a) Affiliate . “ Affiliate ” means any company controlled by, controlling noder common control with the Company.
(b) Base Salary” Base Salary means your monthly base salary rate in effect @diately prior to your Covered Termination.
(c) Board. “ Board” means the Board of Directors of the Company.

(d) Cause “ Caus€’ means:
() Your theft, dishonesty or falsification of aeyployment or Company records;
(ii) Your malicious or reckless disclosure of ther@pany’s confidential or proprietary information;
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(i) Your commission of any immoral or illegal ast any gross or willful misconduct, where the Camy reasonably
determines that such act or misconduct has (Apssly undermined the ability of the Company’s mamagnt to entrust you with
important matters or otherwise work effectivelylwtou, (B) contributed to the Company’s loss oh#igant revenues or business
opportunities, or (C) significantly and detrimehtaffected the business or reputation of the Camgpa any of its subsidiaries;
and/or

(iv) Your failure or refusal by you to work diligéy to perform tasks or to work toward the achieeatof goals reasonably
requested by the Boargrovidedsuch breach, failure or refusal continues afteréoeipt of reasonable notice in writing of such
failure or refusal and an opportunity to corre& groblem.

“Cause” shall not mean a physical or mental diggbil

(e) Change in Control“ Change in Contrdl means and includes each and all of the followdngurrences:

(i) The consummation of a merger or consolidatibthe Company with or into another entity or ankiestcorporate
reorganization, if persons who were not stockhaadithe Company immediately prior to such mergensolidation or other
reorganization own immediately after such mergensolidation or other reorganization fifty percés®%) or more of the voting
power of the outstanding securities of each otl{g)continuing or surviving entity or (2) any ditec indirect parent corporation of
such continuing or surviving entity; or

(ii) The sale, transfer or other disposition of@llsubstantially all of the Company’s assets.

A transaction shall not constitute a Change in @uiftits sole purpose is to change the statdhef@ompany’s incorporation or to
create a holding company that will be owned in sattslly the same proportions by the persons wdld the Company’s securities
immediately before such transaction.

Notwithstanding the foregoing, if a Change in Cohtonstitutes a payment event with respect toaangunt that constitutes
Deferred Compensation and is subject to SectioM433he Code, the transaction must also constautehange in control event,” as
defined in Treasury Regulation 81.409A-3(i)(5) he extent required by Section 409A of the Code.

(f) Change in Control Period’ Change in Control Perigtlis defined in Section 3 of the Plan.
(g) COBRA. “ COBRA" is defined in Section 2(b) of the Plan.

(h) Code. “ Code” is defined in Section 2(b) of the Plan.

(i) Company. “ Company’ is defined in the Introduction to the Plan.

(j) CompanyPaid Premiums*“ CompanyPaid Premium$ is defined in Section 2(b) of the Plan.

(k) Constructive Termination“ Constructive Terminatiohmeans your resignation within sixty (60) dayghué initial occurrence
of one or more of the following events which rensaimcured thirty (30) days after your deliveryltle Company of written notice
thereof:




(i) The delegation to you of duties or the reduttid your duties, either of which substantially weds the nature,
responsibility, or character of your position imriadly prior to such delegation or reduction;

(i) A material reduction by the Company in yousbasalary in effect immediately prior to such regtut except to the extent
the base salaries of all other executives of the@amy are similarly reduced;

(iii) A material reduction by the Company in the#ior level of employee benefits or fringe bendfitsvhich you were
entitled prior to such reduction; or the takingaofy action by the Company that would adverselycaffeur participation in any
plan, program or policy generally applicable to éogpes of equivalent seniority, except to the eixtba kind or level of employee
benefits or fringe benefits of all other executieéshe Company are similarly reduced; and

(iv) The Company’s requiring you to relocate yotinpipal office to a place more than forty (40) esiifrom the location of
your principal office as of immediately prior tockuchange (except that required travel on the Coipdusiness to an extent
substantially consistent with your present busiriesgel obligations shall not be considered a ration).

() Covered Termination“ Covered Terminatioh means the termination of any Senior Executive dleatirs (i) involuntarily by th
Company for any reason other than Cause or (iitd@eConstructive Termination.

(m) Deferred Compensatiorf Deferred Compensatighis defined in Section 18(a) of the Plan.
(n) Effective Date “ Effective Date” is defined in Section 6 of the Plan.

(o) JAMS. “ JAMS " is defined in Section 9 of the Plan.

(p) Plan. “ Plan” is defined in the Introduction of the Plan.

(q) Plan Administrator “ Plan Administratof’ means the Compensation Committee of the Board.
(r) Release “ Releas¢ is defined in Section 2 of the Plan.

(s) Separation from Servicé Separation from Serviceis defined in Section 18(a) of the Plan.

(t) Senior Executive “ Senior Executivé is defined in Section 1 of the Plan.

5. Best Pay ProvisionNotwithstanding anything in the Plan to the cantr if any payment or benefit (including withoiritation, any
accelerated vesting of equity awards) you woul@irecpursuant to the Plan or otherwise (“* Paynipmtould (a) constitute a “parachute
payment"within the meaning of Section 280G of the Code, @) dut for this sentence, be subject to the extEg imposed by Section 4999
the Code (the " Excise T&¥, then such Payment shall either be (i) delivaretlll, or (ii) delivered as to such lesser exteich would result
in no portion of such Payment being subject toEReise Tax, whichever of the foregoing amountsingknto account the applicable federal,
state and local income taxes and the Excise Taxlteein the receipt by you on an after-tax basfishe largest payment, notwithstanding that
all or some portion the Payment may be taxable u8detion 4999 of the Code. If a reduction in arRemt is to be made, the reduction in
Payment will occur in the following order: (1) redion of cash payments; (2) cancellation of acegézt vesting of equity awards other than
stock options; (3) cancellation of acceleratedingstf stock options; and (4) reduction of othendéfis payable to you. In the event that
acceleration of vesting of equity award compengsasdo be reduced, such acceleration of vestiigo@icancelled in the reverse order of the
date of grant of your equity awards.




6. Effective Date of PlanThis Plan shall be effective as of the date fistéd above (the " Effective Datg

7. Amendment and Termination of this Plafhe Plan may be terminated or amended in anyeotdyy resolution adopted by two-thirds
(2/3) of the Board, provided, that during a Chamg€ontrol Period, no amendment or terminationhef Plan shall impair any rights of or
obligations to any Senior Executive under this Rlaless such Senior Executive expressly consersisdio amendment or termination.

8. Plan Administration The Plan Administrator shall have discretionartharity to construe and interpret the terms ofRlen, to
determine eligibility and to make all other detemations under the Plan.

9. Arbitration. Any and all disputes, claims, or causes of actigsing from or relating to the enforcement, bregerformance or
interpretation of this Plan shall be resolved @ filllest extent permitted by law by final, bindiagd confidential arbitration, by a single
arbitrator, in San Francisco, California, condudtgdludicial Arbitration and Mediation Servicesg.if* JAMS”) under the applicable JAMS
rules. By agreeing to this arbitration procedurhlyou and the Company waive the right to resalwe such dispute through a trial by jury or
judge or administrative proceeding. Except as meaprohibited by applicable law, or may render thgpute resolution clause unenforceabl
any legal action is brought to enforce this Agreetnthe prevailing party will be entitled to receiits attorneys’ fees, court costs, and other
collection expenses, in addition to any other félimay receive. The arbitrator shall: (a) have #uthority to compel adequate discovery for
the resolution of the dispute and to award sudbfrat would otherwise be permitted by law incligdattorneys fees and litigation costs; and
(b) issue a written arbitration decision, to in@dutie arbitrator’s essential findings and conclosiand a statement of the award. The arbitrator
shall be authorized to award any or all remediasybu or the Company would be entitled to seek @ourt of law. The Company shall pay all
JAMS arbitration fees in excess of the amount ofrtcfees that would be required if the dispute wageided in a court of law. Nothing in this
Agreement is intended to prevent either you orGbenpany from obtaining injunctive relief in countprevent irreparable harm pending the
conclusion of any such arbitration.

10. Funding and Payment of BenefifBhis Plan shall be maintained in a manner todmsicered “unfunded.” The Company shall be
required to make payments only as benefits becammeadd payable. No person shall have any righgrdtan the right of an unsecured ger
creditor against the Company, with respect to #neefits payable hereunder, or which may be paydreunder, to any Senior Executive,
surviving spouse or beneficiary hereunder. If thenPany, acting in its sole discretion, establisheasserve or other fund associated with this
Plan, no person shall have any right to or intereahy specific amount or asset of such resenfarat by reason of amounts which may be
payable to such person under this Plan, nor sheli person have any right to receive any paymea¢iuthis Plan except as and to the extent
expressly provided in this Plan. The assets insath reserve or fund shall be part of the genesdta of the Company, subject to the control
of the Company.

11. Plan Application This Plan shall be the only plan or agreemertt wéspect to which benefits may be provided to ypon a
termination of your employment in a manner desctilmeSection 2 or Section 3 hereof, as applicgireyided, that this Plan shall not
adversely effect the express terms of any equitgrdwgranted to you by the Company.
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12. SuccessorsAny successor to the Company (whether direchdiréct and whether by purchase, lease, mergespotidation,
liquidation or otherwise) to all or substantially @ the Companys business and/or assets shall assume the obfigati@er this Plan and ag
expressly to perform any of the Company’s obligaiander this Plan. For all purposes under this,Rtee term “Company” shall include any
successor to the Company’s business and/or askatl executes and delivers an assumption agreemnevttich becomes bound by the terms
of this Plan by operation of law. All of your righbereunder shall inure to the benefit of, andrifereeable by, your personal or legal
representatives, executors, administrators, suacedweirs, distributees, devisees and legatees.

13. Limitation On Employee Rights; A¥ill Employment. This Plan shall not give any employee the righbe retained in the service of
the Company or interfere with or restrict the righthe Company to discharge or retire the emplogpdleemployees of the Company are
employed at will.

14. No ThirdParty Beneficiaries This Plan shall not give any rights or remed@arty person other than Senior Executives and the
Company.

15. Governing Law This Plan shall be administered, interpretedemfdrced under the internal laws of the State dif@aia without
regard to conflicts of laws thereof.

16. No Assignment of BenefitsThe rights of any person to payments or bengfitter this Plan shall not be made subject to opion
assignment, either by voluntary or involuntary gssient or by operation of law, including (withoumitation) bankruptcy, garnishment,
attachment or other creditor’s process, and arigraat violation of this subsection shall be void.

17. MiscellaneousWhere the context so indicates, the singulariwdlude the plural and vice versa. Titles are jitest herein for
convenience only and are not to serve as a basistérpretation or construction of this Plan. Usdehe context clearly indicates to the
contrary, a reference to a statute or document Baalonstrued as referring to any subsequentlgtedaadopted, or executed counterpart.

18. Section 409A

(a) Separation from ServicNotwithstanding anything in this Plan to the cang, any compensation or benefits payable undsr th
Plan that constitutes “nonqualified deferred consagion” (* Deferred Compensatidhwithin the meaning of Section 409A of the Code,
and which is designated under this Plan as paygida your termination of employment shall be pagaiily upon your separation fror
service” with the Company within the meaning of tBet409A of the Code (a * Separation from ServVicand, except as provided under
Section 18(b) of this Plan, any such compensatidreaefits shall not be paid, or, in the case sfaliments, shall not commence
payment, until the sixtieth (60th) day followingwyoSeparation from Service. Any installment payraghat would have been made to
you during the sixty (60) day period immediatelildaing your Separation from Service but for thegeding sentence shall be paid to
you on the sixtieth (60th) day following your Segidwn from Service and the remaining payments sfethade as provided in this Plan.

(b) Specified EmployeesNotwithstanding any provision herein to the canyr if you are deemed by the Company at the tifne o
your Separation from Service to be a “specified lesge” for purposes of Section 409A(a)(2)(B)(i)tbé Code, to the extent delayed
commencement of any portion of the benefits to Wiyicu are entitled under this Plan is requiredrateoto avoid a prohibited
distribution under Section 409A(a)(2)(B)(i) of ti®de, such portion of your benefits shall not be
provided to you prior to the earlier of (i) the égpion of the six-month period measured from théedf your Separation from Service or
(ii) the date of your death. Upon the first busgday following the expiration of the applicablededSection 409A(a)(2)(B)(i) period, all
payments deferred pursuant to the preceding sentdradl be paid in a lump sum to you (or your estatbeneficiaries), and any
remaining payments due to you under this Plan &legflaid as otherwise provided herein.
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(c) Installments Your right to receive any installment paymentdemthis Plan shall be treated as a right to recaiseries of
separate payments and, accordingly, each suchlinetd payment shall at all times be consideredpagate and distinct payment as
permitted under Treasury Regulation Section 1.4Q9#8{2)(iii).

(d) General To the extent applicable, this Plan shall berprieted in accordance with, and incorporate thmseand conditions
required by, Section 409A of the Code and Departro&mireasury regulations and other interpretivelgnce issued thereunder,
including without limitation any such regulationsaiher guidance that may be issued after the a&mopf this Plan. Notwithstanding any
provision of this Plan to the contrary, in the evirat the Company determines that any amountshpayeereunder will be immediately
taxable to you under Section 409A of the Code ateted Department of Department of Treasury guidatcthe extent permitted under
Section 409A of the Code, the Company may, to #tent permitted under Section 409A of the Codedperate in good faith to adopt
such amendments to this Plan and appropriate pslaonid procedures, including amendments and polidté retroactive effect, that th
determine necessary or appropriate to preserviatitieded tax treatment of the benefits providedhiy Plan, preserve the economic
benefits of this Plan and/or (ii) take such otheticens as mutually determined necessary or ap@tgptdo exempt the amounts payable
hereunder from Section 409A of the Code or to cgmaith the requirements of Section 409A of the Cadd thereby avoid the
application of penalty taxes under such sectionth€oextent applicable, each of the exceptionsaeCSection 409A’s prohibition on
acceleration of payments of Deferred Compensationigeed under Treasury Regulation 1.409A-3(j)(4alkbe permitted under the
Agreement.




Exhibit 10.18

Complete #

genomics
2011 Leadership Incentive Plan

Effective April 11, 2011
Plan Objective: The objective of the Leadership Incentive Plané“Bian”)is to attract, retain, motivate and reward leadétbe Company fc
driving the Company to achieve specific corpordtectives.

Plan Summary: The Plan is a cash-based bonus program that pop@lgouts which are earned based on corporatevachént of pre-
established objectives and personal achievememeeéstablished individual performance objectives.

Plan Funding: The Plan is funded based on the achievement dinegvenue levels for the fiscal year.

Eligible Employees:All regular full time employees holding a positiohDirector, Senior Director, Vice President, Senfice President and
CEO, who are not on a commission plan or othewiddials who may be identified and approved by tbenfensation Committee or the Chief
Executive Officer, are eligible for the Plan (“tRarticipants”). In order to earn a bonus undeRlam, Participants must meet the following
criteria:

. Employed by Complete Genomics for a minimum of faiefiscal quarter
. Have a successful performance review ra
. Be employed by Complete Genomics, or one of itsislidries, on the day bonus amounts, if any, aie
Eligible Earnings: Earned bonus amounts under the Plan are calcidatagercentage of eligible earnings. Eligible isgsicategories
included in the calculation are: base pay, holipay, vacation pay, and sick pay earned in FY11lyansto the Company’s payroll system
(“Eligible Earnings”).
Bonus Components Participants bonus payments are based upon arhev of both Corporate and Personal objectivelsgorinto 3 areas:
» Corporate Obijective
. Company Revenu
. Cash Balanc
» Individual Performance Objective

The weighting between corporate objectives andviddal objectives varies by level as shown in tiide below. The corporate objectives for
all Participants are weighted with 70% being basetRevenue and 30% being based on Cash Bal



Level Corporate Weighting Individual Weighting

CEO 100% 0%

C-Suite / SVF 75% 25%
Vice Presiden 60% 40%
Sr. Director 40% 60%
Director 20% 80%

Objectives: The following metrics were approved as the tardet the FY11 Leadership Incentive Plan.

Revenue— Weighting = 70%

Revenue Metric Payout Scale
Revenue* as % of revised AOP Revenue Ta <75% 75% 85% 92% 10(%
Payout ** 0% 30% 60% 80% 10(%

Revenue target as approved by the Compensation @tearof the Board of Directors

Cash Balance- Weighting = 30%

Year End Cash Metric Payout Scale
YE Cash (Actual’- AOP Target <=($6M) ($4M)  ($2M) Targe
Payout** 0% 50% 75% 10C%

**  Straight Line interpolation between poil

105% 11C% >12(%
115% 12%%  15C%

Cash target as approved by the Compensation Coeentftthe Board of Directors. Target may be modifig the Committee to adjust for

major business events such as financings or atiQuisi

Committee Discretion: The Compensation Committee retains the right tasidhe Leadership Incentive Plan in its discretion



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtke Registration Statements on Form S-3 (No-B&38728) and S-8 (N0.333-170655 and

No. 33:-177968) of Complete Genomics, Inc. of our repated March 8, 2012 relating to the financial staets and the effectiveness of
internal control over financial reporting, whichpagars in this Form 10-K.

/sl PricewaterhouseCoopers LLP
San Jose, CA
March 8, 2012



Exhibit 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, Clifford A. Reid, certify that:

1.
2.

I have reviewed this annual report on Forr-K of Complete Genomics, Inc

Based on my knowledge, this report does notaiomny untrue statement of a material fact or améitate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep

The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proceduregused such disclosure controls and procedutes tesigned under o
supervision, to ensure that material informatidatieg to the registrant is made known to us, palérly during the period in which
this report is being prepare

b) Designed such internal control over financial réjpgr or caused such internal control over finah@gorting to be designed unc
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

d) Disclosed in this report any change in the regid’s internal control over financial reporting thatooed during the registré's
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

The registrant’s other certifying officer(s) andave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@yspersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal comvelr financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

b)  Any fraud, whether or not material, that invalwaanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: March 9, 201 I/s/ Clifford A. Reid Ph.D

Clifford A. Reid Ph.D.
Chief Executive Office



Exhibit 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002

I, Ajay Bansal, certify that:

1.
2.

| have reviewed this annual report on Forn-K of Complete Genomics, Inc

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgt&ie a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrar's other certifying officer(s) and | are responsiloleestablishing and maintaining disclosure cdstemd procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hayv

a) Designed such disclosure controls and procedaresused such disclosure controls and procedontes designed under our
supervision, to ensure that material informatidatieg to the registrant is made known to us, paférly during the period in which
this report is being prepare

b) Designed such internal control over financial réjpgr; or caused such internal control over finahetporting to be designed unc
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtais report our conclusions abc
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyeport based on such
evaluation; ant

d) Disclosed in this report any change in the tegit’s internal control over financial reportifgat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodikbal quarter in the case of an annual repost) tfas materially affected, or is
reasonably likely to materially affect, the redgist’ s internal control over financial reporting; &

The registrar's other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financia
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which ai
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refmahcial information; ant

b)  Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registra’s
internal control over financial reportin

Date: March 9, 201 /s/ Ajay Bansa

Ajay Bansal
Chief Financial Office



Exhibit 32.1

Certification of Chief Executive Officer
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

I, Clifford A. Reid, certify, pursuant to 18 U.S.Section 1350, as adopted pursuant to Section B Garbanes-Oxley Act of 2002, that the
Annual Report of Complete Genomics, Inc. on ForrKlfor the year ended December 31, 2011 fully coegplvith the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suciméal Report on Form 10-K fairly
presents, in all material respects, the finanaaldition and results of operations of Complete Geigs, Inc.

By: /s/ Clifford A. Reid Ph.D.
Name: Clifford A. Reid Ph.C
Title: Chief Executive Office

Date: March 9, 2012

A signed original of this written statement requitey Rule 13-14(b) of the Securities Exchange Act of 1934 éht) 5.C. Section 1350 has
been provided to the Registrant and will be retdibg the Registrant and furnished to the Securéms Exchange Commission or its staff u
request.

This certification accompanies the Form KGe which it relates, is not deemed filed with 8exurities and Exchange Commission and is
be incorporated by reference into any filing of Registrant under the Securities Act of 1933 orSkeurities Exchange Act of 1934 (whether
made before or after the date of the Form 10-K¥spective of any general incorporation languagetamed in such filing.



Exhibit 32.2

Certification of Chief Financial Officer
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

I, Ajay Bansal, certify, pursuant to 18 U.S.C. $mttl350, as adopted pursuant to Section 906 ob#ibanes-Oxley Act of 2002, that the
Annual Report of Complete Genomics, Inc. on ForrKlfor the year ended December 31, 2011 fully coegplvith the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in sueiméal Report on Form 10-K fairly
presents, in all material respects, the finanaaldition and results of operations of Complete Geigs, Inc.

By: /s/ Ajay Bansa
Name: Ajay Banse
Title: Chief Financial Office

Date: March 9, 2012

A signed original of this written statement requitey Rule 13-14(b) of the Securities Exchange Act of 1934 éht) 5.C. Section 1350 has
been provided to the Registrant and will be retdibg the Registrant and furnished to the Securais Exchange Commission or its staff u
request.

This certification accompanies the Form KGe which it relates, is not deemed filed with 8exurities and Exchange Commission and is
be incorporated by reference into any filing of Registrant under the Securities Act of 1933 orSbeurities Exchange Act of 1934 (whether
made before or after the date of the Forn-K), irrespective of any general incorporation larage contained in such filini



