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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements

FLUIDIGM CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except per share amounts)
(Unaudited)

 
September 30, 

2019  
December 31, 

2018

ASSETS    
Current assets:    

Cash and cash equivalents $ 25,886  $ 95,401
Short-term investments 36,875  —
Accounts receivable (net of allowances of $104 at September 30, 2019 and $126 at December 31, 2018) 14,014  16,651
Inventories 14,998  13,003
Prepaid expenses and other current assets 4,781  2,051

Total current assets 96,554  127,106
Property and equipment, net 8,396  8,825
Operating lease right-of-use asset, net 5,352  —
Other non-current assets 5,984  6,208
Developed technology, net 49,000  57,400
Goodwill 104,108  104,108
Total assets $ 269,394  $ 303,647
LIABILITIES AND STOCKHOLDERS’ EQUITY    
Current liabilities:    

Accounts payable $ 5,339  $ 4,027
Accrued compensation and related benefits 8,621  14,470
Operating lease liabilities, current 2,363  —
Other accrued liabilities 5,105  7,621
Deferred revenue, current 11,938  11,464

Total current liabilities 33,366  37,582
Convertible notes, net 49,853  172,058
Deferred tax liability, net 11,137  13,714
Operating lease liabilities, non-current 4,459  —
Deferred revenue, non-current 7,501  6,327
Other non-current liabilities 473  1,850
Total liabilities 106,789  231,531
Commitments and contingencies  
Stockholders’ equity:    

Preferred stock, $0.001 par value, 10,000 shares authorized, no shares issued and outstanding at September 30,
2019 and December 31, 2018 —  —
Common stock, $0.001 par value, 200,000 shares authorized at September 30, 2019 and December 31, 2018;
69,550 and 49,338 shares issued and outstanding as of September 30, 2019 and December 31, 2018, respectively 70  49
Additional paid-in capital 774,249  631,605
Accumulated other comprehensive loss (758)  (687)
Accumulated deficit (610,956)  (558,851)

Total stockholders’ equity 162,605  72,116
Total liabilities and stockholders’ equity $ 269,394  $ 303,647

See accompanying notes

1



FLUIDIGM CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share amounts)
(Unaudited) 

 Three Months Ended September 30,  Nine Months Ended September 30,

 2019  2018  2019  2018

Revenue:        
Product revenue $ 20,666  $ 24,242  $ 68,728  $ 66,496
Service revenue 5,630  4,721  15,875  14,143
Grant revenue 200  —  200  —

Total revenue 26,496  28,963  84,803  80,639
Cost of revenue:        

Cost of product revenue 10,520  11,635  33,009  33,017
Cost of service revenue 1,938  1,506  5,403  4,784

Total cost of revenue 12,458  13,141  38,412  37,801
Gross profit 14,038  15,822  46,391  42,838
Operating expenses:        

Research and development 7,125  7,430  23,362  22,072
Selling, general and administrative 20,729  20,020  65,687  57,812

Total operating expenses 27,854  27,450  89,049  79,884
Loss from operations (13,816)  (11,628)  (42,658)  (37,046)
Interest expense (444)  (4,019)  (3,636)  (9,824)
Loss on extinguishment of debt —  —  (9,000)  —
Other income, net 205  117  920  465
Loss before income taxes (14,055)  (15,530)  (54,374)  (46,405)
Income tax benefit 1,168  780  2,269  2,167
Net loss $ (12,887)  $ (14,750)  $ (52,105)  $ (44,238)
Net loss per share, basic and diluted $ (0.19)  $ (0.38)  $ (0.79)  $ (1.13)

Shares used in computing net loss per share, basic and diluted 69,469  39,235  65,792  39,033

See accompanying notes
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FLUIDIGM CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(In thousands)
(Unaudited) 

 Three Months Ended September 30,  Nine Months Ended September 30,

 2019  2018  2019  2018

Net loss $ (12,887)  $ (14,750)  $ (52,105)  $ (44,238)
Other comprehensive income (loss), net of tax:        
       Foreign currency translation adjustment (121)  (11)  (122)  59
       Net change in unrealized gain (loss) on investments (14)  1  51  (1)
Other comprehensive income (loss), net of tax (135)  (10)  (71)  58
Comprehensive loss $ (13,022)  $ (14,760)  $ (52,176)  $ (44,180)

See accompanying notes
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FLUIDIGM CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

(In thousands)
(Unaudited)

  
Common

Stock Shares  

Common
Stock

Amount  

Additional
Paid-in
Capital  

Accumulated
Other

Comprehensive
(Loss)/Income  

Accumulated
Deficit  

Total
Stockholders’

Equity
Balance as of December 31, 2018  49,338  $ 49  $ 631,605  $ (687)  $ (558,851)  $ 72,116
Issuance of common stock on bond
conversion  19,460  19  133,279  —  —  133,298
Issuance of restricted stock, net of
shares withheld for taxes, and other  140  1  (177)  —  —  (176)
Issuance of common stock from
option exercises  53  —  255  —  —  255
Stock-based compensation expense  —  —  2,207  —  —  2,207
Net loss  —  —  —  —  (25,465)  (25,465)
Other comprehensive income, net of
tax  —  —  —  10  —  10
Balance as of March 31, 2019  68,991  69  767,169  (677)  (584,316)  182,245
Issuance of restricted stock, net of
shares withheld for taxes, and other  183  —  (325)  —  —  (325)
Issuance of common stock from
option exercises  130  —  793  —  —  793
Issuance of common stock under
ESPP  96  —  641  —  —  641
Stock-based compensation expense  —  —  2,985  —  —  2,985
Net loss  —  —  —  —  (13,753)  (13,753)
Other comprehensive income, net of
tax  —  —  —  54  —  54
Balance as of June 30, 2019  69,400  69  771,263  (623)  (598,069)  172,640
Issuance of restricted stock, net of
shares withheld for taxes, and other  149  1  (70)  —  —  (69)
Issuance of common stock from
option exercises  1  —  1  —  —  1
Stock-based compensation expense  —  —  3,055  —  —  3,055
Net loss  —  —  —  —  (12,887)  (12,887)
Other comprehensive income (loss),
net of tax  —  —  —  (135)  —  (135)

Balance as of September 30, 2019  69,550  $ 70  $ 774,249  $ (758)  $ (610,956)  $ 162,605
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Common

Stock Shares  

Common
Stock

Amount  

Additional
Paid-in
Capital  

Accumulated
Other

Comprehensive
(Loss)/Income  

Accumulated
Deficit  

Total
Stockholders’

Equity
Balance as of December 31, 2017  38,787  $ 39  $ 531,666  $ (574)  $ (500,196)  $ 30,935
Issuance of restricted stock, net of shares
withheld for taxes, and other  105  —  (69)  —  —  (69)
Issuance of common stock from option
exercises  16  —  72  —  —  72
Conversion option on convertible debt  —  —  29,292  —  —  29,292
Closing cost related to conversion option  —  —  (556)  —  —  (556)
Cumulative-effect of new accounting
standard for Topic 606 Revenue  —  —  —  —  358  358
Stock-based compensation expense  —  —  1,747  —  —  1,747
Net loss  —  —  —  —  (13,247)  (13,247)
Other comprehensive income, net of tax  —  —  —  42  —  42
Balance as of March 31, 2018  38,908  39 562,152  (532)  (513,085)  48,574
Issuance of restricted stock, net of shares
withheld for taxes, and other  125  —  (106)  —  —  (106)
Issuance of common stock from option
exercises  3  —  7  —  —  7
Issuance of common stock under ESPP  119  —  562  —  —  562
Stock-based compensation expense  —  —  2,007  —  —  2,007
Net loss  —  —  —  —  (16,241)  (16,241)
Other comprehensive income, net of tax  —  —  —  28  —  28
Balance as of June 30, 2018  39,155  39  564,622  (504)  (529,326)  34,831
Issuance of restricted stock, net of shares
withheld for taxes, and other  159  —  26  —  —  26
Issuance of common stock from option
exercises  2  —  13  —  —  13
Stock-based compensation expense  —  —  2,303  —  —  2,303
Net loss  —  —  —  —  (14,750)  (14,750)
Other comprehensive income (loss), net of
tax  —  —  —  (12)  —  (12)

Balance as of September 30, 2018  39,316  $ 39  $ 566,964  $ (516)  $ (544,076)  $ 22,411

See accompanying notes
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FLUIDIGM CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

 Nine Months Ended September 30,

 2019  2018

Operating activities    
Net loss $ (52,105)  $ (44,238)
Adjustments to reconcile net loss to net cash used in operating activities:    

Depreciation and amortization 3,484  4,123
Stock-based compensation expense 8,292  6,057
Amortization of developed technology 8,400  8,400
Amortization of debt discounts, premium and issuance costs 2,130  5,715

  Loss on extinguishment of debt 9,000  —
Loss on disposal of property and equipment 52  —
Other non-cash items (176)  40
Changes in assets and liabilities:    

Accounts receivable, net 3,195  (3,285)
Inventories (2,316)  (820)
Prepaid expenses and other current assets (1,660)  (540)
Other non-current assets 322  622
Accounts payable 605  2,054
Deferred revenue 1,592  2,053
Other current liabilities (6,664)  2,035
Other non-current liabilities (3,842)  (6,779)

Net cash used in operating activities (29,691)  (24,563)
Investing activities    

Purchases of investments (52,719)  (1,451)
Proceeds from maturities and sales of investments 16,000  6,541
Purchases of property and equipment (2,031)  (352)

Net cash provided by (used in) investing activities (38,750)  4,738
Financing activities    

Payment of debt issuance costs (128)  (2,779)
Proceeds from exercise of stock options 1,049  92

  Proceeds from stock issuance from ESPP 641  562
Payments for taxes related to net share settlement of equity awards (556)  (167)

Net cash provided by (used in) financing activities 1,006  (2,292)
Effect of foreign exchange rate fluctuations on cash and cash equivalents (5)  (110)

Net decrease in cash, cash equivalents and restricted cash (67,440)  (22,227)
Cash, cash equivalents and restricted cash at beginning of period 95,401  58,056
Cash, cash equivalents and restricted cash at end of period $ 27,961  $ 35,829

See accompanying notes
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FLUIDIGM CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)
 

1. Description of Business

Fluidigm Corporation (we, our, or us) was incorporated in the State of California in May 1999 to commercialize microfluidic technology initially
developed at the California Institute of Technology. In July 2007, we were reincorporated in Delaware. Our headquarters are located in South San Francisco,
California.

We create, manufacture, and market innovative technologies and life science tools, including preparatory and analytical instruments for Mass Cytometry,
PCR, Library Prep, Single Cell Genomics, and consumables, including integrated fluidic circuits (IFCs), assays, and reagents. Our focus is on the most
pressing needs in translational and clinical research, including cancer, immunology and immunotherapy. We use proprietary CyTOF® and microfluidics
technologies to develop innovative end-to-end solutions that have the flexibility required to meet the needs of translational research and the robustness to
support high-impact clinical research studies. We sell our instruments to leading academic research institutions, translational research and medicine centers,
cancer centers, clinical research laboratories, and biopharmaceutical, biotechnology and plant and animal research companies.

2. Summary of Significant Accounting Policies

Basis of Presentation

The accompanying consolidated financial statements have been prepared in conformity with U.S. generally accepted accounting principles (U.S.
GAAP) and include the accounts of our wholly owned subsidiaries. As of September 30, 2019, we had wholly owned subsidiaries in Singapore, Canada, the
Netherlands, Japan, France, the United Kingdom, China, and Germany. All subsidiaries, except for Singapore, use their local currency as their functional
currency. The Singapore subsidiary uses the U.S. dollar as its functional currency. All intercompany transactions and balances have been eliminated in
consolidation.

Certain prior period amounts in the condensed consolidated statements of cash flows were reclassified to conform with the current period presentation.
These reclassifications were immaterial and did not affect prior period total assets, total liabilities, stockholders' equity, total revenue, total costs and
expenses, loss from operations or net loss.

Net Loss per Share

Our basic and diluted net loss per share is calculated by dividing net loss by the weighted-average number of shares of common stock outstanding for
the period. Restricted stock units, performance awards, options to purchase common stock, and shares associated with the potential conversion of our
convertible notes are considered to be potentially dilutive common shares but have been excluded from the calculation of diluted net loss per share as their
effect is anti-dilutive for all periods presented.

The following potentially dilutive common shares were excluded from the computation of diluted net loss per share for the three and nine months ended
September 30, 2019, and 2018 because including them would have been anti-dilutive (in thousands):

 Three Months Ended September 30,  Nine Months Ended September 30,

 2019  2018  2019  2018

Stock options, restricted stock units and performance awards 5,342  4,376  5,342  4,376
2018 Convertible Notes —  19,036  —  19,036
2018 Convertible Notes potential make-whole shares —  799  —  799
2014 Convertible Notes 916  916  916  916
Total 6,258  25,127  6,258  25,127
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)

Accumulated Other Comprehensive Loss

The components of accumulated other comprehensive loss, net of tax, for the three and nine months ended September 30, 2019, are as follows (in
thousands):

 

Foreign Currency
Translation
Adjustment  

Net Unrealized Gain
on Securities  

Accumulated Other
Comprehensive Loss

Balance at December 31, 2018 $ (687)  $ —  $ (687)
Other comprehensive income 8 — 2  10
Balance at March 31, 2019 (679)  2  (677)
Other comprehensive income (loss) (9) — 63  54
Balance at June 30, 2019 (688)  65  (623)
Other comprehensive income (loss) (121)  (14)  (135)
Balance at September 30, 2019 $ (809)  $ 51  $ (758)

Revenue Recognition

We generate revenue primarily from the sale of our products and services. Product revenue is derived from the sale of instruments and consumables,
including IFCs, assays and reagents. Service revenue is derived from the sale of instrument service contracts, repairs, installation, training and other
specialized product support services. We receive grants from various governmental entities to perform research and development activities over contractually
defined periods. Revenue is generally recognized provided that the conditions under which the grants were provided have been met and any remaining
performance obligations are perfunctory. Revenue is reported net of any sales, use and value-added taxes we collect from customers as required by
government authorities.

We recognize revenue based on the amount of consideration we expect to receive in exchange for the goods and services we transfer to the customer.
Our commercial arrangements typically include multiple distinct products and services, and we allocate revenue to these performance obligations based on
their relative standalone selling prices. Standalone selling prices (SSP) are generally determined using observable data from recent transactions. In cases
where sufficient data is not available, we estimate a product’s SSP using a cost plus a margin approach or by applying a discount to the product’s list price.

Product Revenue

We recognize product revenue at the point in time when control of the goods passes to the customer and we have an enforceable right to payment. This
generally occurs either when the product is shipped from one of our facilities or when it arrives at the customer’s facility, based on the contractual terms.
Customers generally do not have a unilateral right to return products after delivery. Invoices are generally issued at shipment and generally become due in 30
to 60 days.

We sometimes perform shipping and handling activities after control of the product passes to the customer. We have made an accounting policy election
to account for these activities as product fulfillment activities rather than as separate performance obligations.

Service Revenue

We recognize revenue from repairs, installation, training and other specialized product support services at the point in time the work is completed.
Installation and training services are generally billed in advance of service. Repairs and other services are generally billed at the point the work is completed.

Revenue associated with instrument service contracts is recognized on a straight-line basis over the life of the agreement, which is generally one to three
years. We believe this time-elapsed approach is appropriate for service contracts because we provide services on demand throughout the term of the
agreement. Invoices are generally issued in advance of service on a monthly, quarterly, annual or multi-year basis. Payments made in advance of service are
reported on our consolidated balance sheet as deferred revenue.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)

Contract Costs

Incremental sales commission costs incurred to obtain instrument service contracts are capitalized and amortized to selling, general and administrative
expense over the life of the contract, which is generally one to three years. As a practical expedient, we expense sales commissions associated with product
support services that are delivered in less than one year as they are incurred. Sales commissions associated with the sale of products are expensed as they are
incurred.

Product Warranties

We generally provide a one-year warranty on our instruments. We accrue for estimated warranty obligations at the time of product shipment. We
periodically review our warranty liability and record adjustments based on the terms of warranties provided to customers, and historical and anticipated
warranty claim experience. This expense is recorded as a component of cost of product revenue in the condensed consolidated statements of operations.

Significant Judgments

Applying the revenue recognition practices discussed above often requires significant judgment. Judgment is required when identifying performance
obligations, estimating SSP and allocating purchasing consideration in multi-element arrangements and estimating the future amount of our warranty
obligations. Moreover, significant judgment is required when interpreting commercial terms and determining when control of goods and services passes to the
customer. Any material changes created by errors in judgment could have a material effect on our operating results and overall financial condition.

Goodwill, Intangible Assets, and Other Long-lived Assets

Goodwill, which has an indefinite useful life, represents the excess of cost over fair value of net assets acquired. Our intangible assets include developed
technology, patents and licenses. The cost of identifiable intangible assets with finite lives is generally amortized on a straight-line basis over the assets’
respective estimated useful lives.

Goodwill and intangible assets with indefinite lives are not subject to amortization but are tested for impairment on an annual basis during the fourth
quarter or whenever events or changes in circumstances indicate the carrying amount of these assets may not be recoverable. Events or changes in
circumstances that could affect the likelihood that we will be required to recognize an impairment charge include, but are not limited to, declines in our stock
price or market capitalization, declines in our market share or revenues, and an increase in our losses. Any impairment charges could have a material adverse
effect on our operating results and net asset value in the quarter in which we recognize the impairment charge.

In evaluating our goodwill and intangible assets with indefinite lives for indications of impairment, we first conduct an assessment of qualitative factors
to determine whether it is more likely than not that the fair value of our reporting unit is less than its carrying amount. If we determine that it is more likely
than not that the fair value of our reporting unit is less than its carrying amount, we then conduct a two-step test for impairment of goodwill. In the first step,
we compare the fair value of our reporting unit to its carrying value. If the fair value of our reporting unit exceeds its carrying value, goodwill is not
considered impaired and no further analysis is required. If the carrying value of the reporting unit exceeds its fair value, then the second step of the
impairment test must be performed in order to determine the implied fair value of the goodwill. If the carrying value of the goodwill exceeds its implied fair
value, then an impairment loss equal to the difference would be recorded.

We evaluate our long-lived assets, including finite-lived intangibles, for indicators of possible impairment when events or changes in circumstances
indicate the carrying amount of an asset may not be recoverable. If any indicator of impairment exists, we assess the recoverability of the affected long-lived
assets by determining whether the carrying value of the asset can be recovered through undiscounted future operating cash flows. If impairment is indicated,
we estimate the asset’s fair value using future discounted cash flows associated with the use of the asset and adjust the carrying value of the asset accordingly.
We did not recognize any impairment of long-lived assets for any of the periods presented herein.

Convertible Notes

In February 2014, we closed an underwritten public offering of $201.3 million aggregate principal amount of our 2.75% Senior Convertible Notes due
2034 (2014 Notes). In March 2018, we entered into separate privately negotiated transactions with certain holders of our 2014 Notes to exchange $150.0
million in aggregate principal amount of the 2014 Notes for our new 2.75% Exchange Convertible Senior Notes due 2034 (2018 Notes). Following the
exchange, approximately $51.3 million in aggregate principal amount of the 2014 Notes was outstanding in addition to $150.0 million in aggregate principal
amount of the
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(Continued)
(Unaudited)

2018 Notes. In the first quarter of 2019, the 2018 Notes were converted into 19.5 million shares of common stock and the 2018 Notes were retired. We
recorded a loss of $9.0 million on the retirement of the 2018 Notes.

See Note 6 Convertible Notes and Credit Facility for the accounting treatment of the transactions and additional information about the exchange.

Recent Accounting Changes and Accounting Pronouncements

Adoption of New Accounting Guidance

In February 2016, the FASB established Topic 842, Leases, by issuing Accounting Standards Update (ASU) No. 2016-02, which requires lessees to
recognize operating leases on the balance sheet and disclose key information about leasing arrangements. Topic 842 was subsequently amended by ASU No.
2018-01, Land Easement Practical Expedient for Transition to Topic 842; ASU No. 2018-10, Codification Improvements to Topic 842, Leases; and ASU No.
2018-11, Targeted Improvements. The new standard establishes a right-of-use (ROU) model that requires a lessee to recognize a ROU asset and lease liability
on the balance sheet for all leases with a term longer than 12 months. Leases are classified as finance or operating; the classification will impact the expense
recognition in the income statement.

Modified Retrospective Transition approach is required, applying the new standard to all leases existing at the date of initial application. An entity may
choose to use either (1) its effective date or (2) the beginning of the earliest comparative period presented in the financial statements as its date of initial
application. We adopted the new standard on January 1, 2019 and used the effective date of the standard as our date of initial application. Consequently,
previously presented financial information has not been updated, and the disclosures required under the new standard have not been provided for dates and
periods before January 1, 2019. For dates and periods prior to January 1, 2019, the original disclosures under ASC 840 are disclosed.

The new standard provides several optional practical expedients in transition. We elected the ‘package of practical expedients,’ which permits us to not
reassess under the new standard our prior conclusions about lease identification, lease classification and initial direct costs. We did not elect the use-of-
hindsight or the practical expedient pertaining to land easements; the latter not being applicable to us.

On adoption, we recognized $9.2 million of lease liabilities, based on the present value of the current minimum lease payments over the lease term,
discounted using our collateralized incremental borrowing rate, with corresponding ROU assets of $7.4 million. The difference between the initial lease
liability and ROU asset is attributable to deferred rent. There was no impact to retained earnings from the adoption of ASC 842.

The new standard also provides certain accounting elections for an entity’s ongoing accounting. We have elected the short-term lease recognition
exemption for all leases that qualify. This means, for those leases that qualify, we will not recognize ROU assets or lease liabilities for leases with an initial
lease term of one year or less. We have also elected to not separate lease and nonlease components for our building leases. The nonlease components are
generally variable in nature and are expected to represent most of our variable lease costs. Variable costs are expensed as incurred. We have taken a portfolio
approach for our vehicle leases by country.

Recent Accounting Pronouncements

In August 2018, the FASB issued ASU 2018-15 Intangibles-Goodwill and Other-Internal-Use Software (Subtopic 350-40) which establishes new
guidance on the accounting for costs incurred to implement a cloud computing arrangement that is considered a service arrangement. The new guidance
requires the capitalization of such costs, aligning it with the accounting for costs associated with developing or obtaining internal-use software. The new
guidance is effective for fiscal years beginning after December 15, 2019. We are currently evaluating the impact of adoption on our consolidated financial
statements.

In January 2017, the FASB issued ASU 2017-04, Intangibles - Goodwill and Other (Topic 350): Simplifying the Test for Goodwill Impairment. The
ASU eliminates the requirement for an entity to calculate the implied fair value of goodwill to measure a goodwill impairment charge. Instead, an entity
performs its annual, or interim, goodwill impairment testing by comparing the fair value of a reporting unit with its carrying amount and recording an
impairment charge for the amount by which the carrying amount exceeds the fair value. The ASU will be effective for annual and interim goodwill
impairment testing performed for our fiscal year beginning January 1, 2020, with early adoption permitted. We are currently evaluating the effect that the
updated standard will have on our consolidated financial statements.
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The FASB issued two ASUs related to financial instruments – credit losses. The ASUs issued were: (1) in June 2016, ASU 2016-13, Financial
Instruments – Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments, and (2) in November 2018, ASU 2018-19 Codification
Improvements to Topic 326, Financial Instruments—Credit Losses. ASU 2016-13 is intended to improve financial reporting by requiring more timely
recording of credit losses on loans and other financial instruments held by financial institutions and other organizations. ASU 2018-19 clarifies that
receivables arising from operating leases are not within the scope of the credit losses standard, but rather, should be accounted for in accordance with the
leasing standard. These ASUs are effective for fiscal years beginning after December 15, 2019, and interim periods within those years, with early adoption
permitted. We are evaluating the effect that ASU 2016‑13 and ASU 2018-19 will have on our consolidated financial statements and related disclosures.

3. Revenue

Disaggregation of Revenues

The following table disaggregates our revenue for the three and nine months ended September 30, 2019, and 2018, respectively, by geographic area and
by product, service and grant (in thousands):

 

Three Months Ended
September 30,  

Nine Months Ended
September 30,

2019  2018  2019  2018

Geographic Markets:        
Americas $ 11,112  $ 13,654  $ 35,203  $ 37,008
Europe 9,092  8,783  28,465  26,365
Asia-Pacific 6,292  6,526  21,135  17,266

Total revenue $ 26,496  $ 28,963  $ 84,803  $ 80,639

        

Product, Service and Grant:        
Instruments $ 9,159  $ 13,890  $ 34,200  $ 31,831
Consumables 11,507  10,352  34,528  34,665
Product revenue 20,666  24,242  68,728  66,496
Service 5,630  4,721  15,875  14,143
Grant 200  —  200  —

Total revenue $ 26,496  $ 28,963  $ 84,803  $ 80,639

Performance Obligations

We reported $17.8 million of deferred revenue on our December 31, 2018 consolidated balance sheet. During the nine months ended September 30,
2019, $9.0 million of the opening balance was recognized as revenue and $10.6 million of net additional advance payments were received from customers,
primarily associated with instrument service contracts. At September 30, 2019, we reported $19.4 million of deferred revenue.
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The following table summarizes the expected timing of revenue recognition for unfulfilled performance obligations associated with instrument service
contracts that were partially completed at September 30, 2019 (in thousands):

 Expected Revenue (1)

2019 (remainder of the year)  $ 3,417
2020  8,425
2021  5,052
Thereafter  4,110

 $ 21,004
_______
(1) Expected revenue includes both billed amounts included in deferred revenue and unbilled amounts that are not reflected in our consolidated financial
statements and are subject to change if our customers decide to cancel or modify their contracts. Purchase orders for instrument service contracts can
generally be canceled before the service period begins without penalty.

We apply the practical expedient that permits us to not disclose information about unsatisfied performance obligations that are expected to be delivered
within one year.

Contract Costs

We reported $0.4 million of capitalized commission costs from instrument service contracts at September 30, 2019 and December 31, 2018 in the
condensed consolidated balance sheets.

4. Goodwill and Intangible Assets, net

In connection with our acquisition of DVS Sciences, Inc. (DVS) in February 2014, we recognized goodwill of $104.1 million. Intangible assets include
developed technology related to the DVS acquisition and other intangible assets and are included in other non-current assets.

Intangible assets, net, were as follows (in thousands):

 September 30, 2019

 Gross Amount  
Accumulated
Amortization  Net  

Weighted-Average
Amortization Period

Developed technology $ 112,000  $ (63,000)  $ 49,000  10.0 years

Patents and licenses $ 11,274  $ (7,640)  $ 3,634  7.8 years

 December 31, 2018

 Gross Amount  
Accumulated
Amortization  Net  

Weighted-Average
Amortization Period

Developed technology $ 112,000  $ (54,600)  $ 57,400  10.0 years

Patents and licenses $ 11,274  $ (6,861)  $ 4,413  7.8 years

Amortization of intangibles was $3.0 million and $3.1 million for the three months ended September 30, 2019, and 2018, respectively. Amortization of
intangibles was $9.2 million and $9.3 million for the nine months ended September 30, 2019, and 2018, respectively.
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Based on the carrying value of intangible assets, net, as of September 30, 2019, the annual amortization expense is expected to be as follows (in
thousands):

Fiscal Year  

Developed
Technology

Amortization
Expense  

Patents and
Licenses

Amortization
Expense  Total

2019 (remainder of the year)  $ 2,800  $ 260  $ 3,060
2020  11,200  1,042  12,242
2021  11,200  887  12,087
2022  11,200  804  12,004
2023  11,200  634  11,834
Thereafter  1,400  7  1,407

Total  $ 49,000  $ 3,634  $ 52,634

5. Balance Sheet Details

Cash, Cash Equivalents and Restricted Cash

Cash, cash equivalents and restricted cash consisted of the following (in thousands):

 September 30, 2019  December 31, 2018

Cash and cash equivalents $ 25,886  $ 95,401
Restricted cash 2,075  —

Cash, cash equivalents and restricted cash $ 27,961  $ 95,401

Short-term restricted cash of approximately $1.1 million is included in prepaid expenses and other current assets, and $1.0 million of non-current
restricted cash is included in other non-current assets in the condensed consolidated balance sheet.

Inventories

Inventories consisted of the following (in thousands):

 September 30, 2019  December 31, 2018

Raw materials $ 7,504  $ 5,996
Work-in-process 319  650
Finished goods 7,175  6,357
Total inventories, net $ 14,998  $ 13,003

Property and Equipment, net

Property and equipment, net, consisted of the following (in thousands):

 September 30, 2019  December 31, 2018

Computer equipment and software $ 3,898  $ 4,201
Laboratory and manufacturing equipment 18,935  18,780
Leasehold improvements 7,663  7,173
Office furniture and fixtures 1,860  1,506
Property and equipment, gross 32,356  31,660
Less accumulated depreciation and amortization (23,967)  (22,855)
Construction-in-progress 7  20

Property and equipment, net $ 8,396  $ 8,825
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Warranty

We accrue for estimated warranty obligations once revenue is recognized. Management periodically reviews the estimated fair value of its warranty
liability and records adjustments based on the terms of warranties provided to customers, as well as historical and anticipated warranty claim experience.
Activity for our warranty accrual for the three and nine months ended September 30, 2019, and 2018, which is included in other accrued liabilities, is
summarized below (in thousands): 

 Three Months Ended September 30,  Nine Months Ended September 30,

 2019  2018  2019  2018

Beginning balance $ 1,091  $ 608  $ 863  $ 699
Accrual for warranties 255  458  912  1,195
Warranty costs incurred (239)  (325)  (668)  (1,153)

Ending balance $ 1,107  $ 741  $ 1,107  $ 741

6. Convertible Notes and Credit Facility

2014 Senior Convertible Notes (2014 Notes)

In February 2014, we closed an underwritten public offering of $201.3 million aggregate principal amount of our 2.75% Senior Convertible Notes due
2034 (2014 Notes), pursuant to an underwriting agreement dated January 29, 2014. The 2014 Notes accrue interest at a rate of 2.75% per year, payable semi-
annually in arrears on February 1 and August 1 of each year. Interest on the 2014 Notes accrued from February 4, 2014. The 2014 Notes will mature on
February 1, 2034, unless earlier converted, redeemed, or repurchased in accordance with the terms of the 2014 Notes.

The initial conversion rate of the 2014 Notes is 17.8750 shares of our common stock, par value $0.001 per share, per $1,000 principal amount of 2014
Notes (which is equivalent to an initial conversion price of approximately $55.94 per share). The conversion rate will be subject to adjustment upon the
occurrence of certain specified events, including upon a conversion in connection with a fundamental change, as defined in the indenture governing the 2014
Notes or, subject to certain conditions, redemption of the 2014 Notes by the Company.

Holders may surrender their 2014 Notes for conversion at any time prior to the stated maturity date. On or after February 6, 2018, and prior to February
6, 2021, we may redeem any or all of the 2014 Notes in cash if the closing price of our common stock exceeds 130% of the conversion price for a specified
number of days, and on or after February 6, 2021, we may redeem any or all of the 2014 Notes in cash without any such condition. The redemption price of
the 2014 Notes will equal 100% of the principal amount of the 2014 Notes plus accrued and unpaid interest. Holders may require us to repurchase all or a
portion of their 2014 Notes on each of February 6, 2021, February 6, 2024, and February 6, 2029, at a repurchase price in cash equal to 100% of the principal
amount of the 2014 Notes plus accrued and unpaid interest. If we undergo a fundamental change, as defined in the indenture governing the 2014 Notes,
holders may require us to repurchase the 2014 Notes in whole or in part for cash at a repurchase price equal to 100% of the principal amount of the 2014
Notes plus accrued and unpaid interest.

In February 2014, we received $195.2 million, net of underwriting discounts, from the issuance of the 2014 Notes and incurred approximately $1.1
million in offering-related expenses. The underwriting discount of $6.0 million and the debt issuance costs of $1.1 million were recorded as offsets to the
proceeds.

2018 Senior Convertible Notes (2018 Notes)

In March 2018, we entered into separate privately negotiated transactions with certain holders of our 2014 Notes to exchange $150.0 million in
aggregate principal amount of the 2014 Notes for new convertible notes (2018 Notes). The 2018 Notes were subsequently retired in the first quarter of 2019
as discussed below.

As of the closing of the 2018 Notes on March 12, 2018, the estimated fair value was $145.5 million. The difference between the $150.0 million
aggregate principal amount of the 2018 Notes and its fair value was amortized over the expected term of the 2018 Notes using the effective interest method
through the first note holder put date of February 6, 2023.

We accounted for the exchange transaction as an extinguishment of debt due to the significance of the change in value of the embedded conversion
option, resulting in a $0.1 million gain. The gain on extinguishment of the 2014 Notes exchanged was calculated as the difference between the reacquisition
price (i.e., the fair value of the principal amount of 2018 Notes) and the net carrying value of the 2014 Notes exchanged, net of unamortized debt discount and
debt issuance cost write-offs.
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The 2018 Notes accrued interest at a rate of 2.75%, payable semi-annually in arrears on February 1 and August 1 of each year. Interest on the 2018
Notes accrued from February 1, 2018. The 2018 Notes were set to mature on February 1, 2034, unless earlier converted, redeemed, or repurchased in
accordance with the terms of the indenture governing the 2018 Notes. The initial conversion rate of the 2018 Notes was 126.9438 shares of our common
stock, par value $0.001 per share, per $1,000 principal amount of the 2018 Notes (which is equivalent to an initial conversion price of approximately $7.88
per share). The conversion rate was subject to adjustment upon the occurrence of certain specified events. One of those specified events was that Holders who
converted their 2018 Notes voluntarily prior to our exercise of the Issuer's Conversion Option were entitled, under certain circumstances, to a make-whole
premium in the form of an increase in the conversion rate determined by reference to a make-whole table set forth in the indenture governing the 2018 Notes.
Any time prior to the maturity of the 2018 Notes, we had the ability to convert the 2018 Notes, in whole but not in part, into cash, shares of our common
stock, or combination thereof, if the closing price of our common stock equaled or exceeded 110% of the conversion price then in effect for a specified
number of days (Issuer’s Conversion Option). On or after February 6, 2022, we would have been able to elect to redeem all or any portion of the 2018 Notes
at a redemption price equal to 100% of the accreted principal amount of the 2018 Notes on the redemption date of the 2018 Notes, plus accrued and unpaid
interest.

Holders of the 2018 Notes had the right, at their option, to require us to purchase all or a portion of the 2018 Notes (i) on February 6, 2023, February 6,
2026, and February 6, 2029, or (ii) in the event of a fundamental change, as defined in the indenture governing the 2018 Notes, in each case, at a repurchase
price equal to 100% of the accreted principal amount (i.e., up to 120% of the outstanding principal amount) of the 2018 Notes on the fundamental change
repurchase date, plus accrued and unpaid interest.

As the 2018 Notes were convertible, at our election, into cash, shares of our common stock, or a combination of cash and shares of our common stock,
we accounted for the 2018 Notes under the cash conversion guidance in ASC 470, whereby the embedded conversion option in the 2018 Notes was separated
and accounted for in equity. The embedded conversion option value was calculated as the difference between (i) the total fair value of the 2018 Notes and (ii)
the fair value of a similar debt instrument excluding the embedded conversion option. We determined an embedded conversion option value of $29.3 million,
which was recorded in additional paid-in-capital and reduced the carrying value of the 2018 Notes. The resulting discount on the 2018 Notes was amortized
over the expected term of the 2018 Notes, using the effective interest method through the first note holder put date, of February 6, 2023.

Offering-related costs for the 2018 Notes were approximately $2.8 million and were paid in the first and second quarters of 2018. Offering-related costs
of $2.2 million were capitalized as debt issuance costs, recorded as an offset to the carrying value of the 2018 Notes, and are amortized over the expected
term of the 2018 Notes using the effective interest method through the first note holder put date of February 6, 2023. Offering-related costs of $0.6 million
were accounted for as equity issuance costs, recorded as an offset to additional paid-in capital, and are not subject to amortization. Offering-related costs were
allocated between debt and equity in the same proportion as the allocation of the 2018 Notes between debt and equity.

In the first quarter of 2019, we received notices from holders of the 2018 Notes electing to voluntarily convert approximately $138.1 million in
aggregate principal amount of the 2018 Notes. In February 2019, we notified U.S. Bank National Association (the Trustee) of our intention to exercise our
Issuer’s Conversion Option with respect to the remaining approximately $11.9 million in aggregate principal amount of 2018 Notes. In total, $150.0 million
of the 2018 Notes were converted into 19.5 million shares of our common stock and the bonds were retired. We recognized a loss of $9.0 million, which
represents the difference between the fair value of the bonds retired and their carrying costs. The net impact on equity was $133.3 million and represents the
fair value of the bonds retired.
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The carrying values of the components of the 2014 Notes and the 2018 Notes are as follows (in thousands):

 September 30, 2019  December 31, 2018

     2.75% 2014 Notes due 2034    
Principal amount $ 51,250  $ 51,250
Unamortized debt discount (1,182)  (1,232)
Unamortized debt issuance cost (215)  (224)
 $ 49,853  $ 49,794
     2.75% 2018 Notes due 2034    
Principal amount $ —  $ 149,999
Premium accretion —  3,755
Unamortized debt discount —  (29,558)
Unamortized debt issuance cost —  (1,932)
 $ —  $ 122,264

 $ 49,853  $ 172,058

2018 Revolving Credit Facility

In August 2018, the Company entered into a revolving credit facility with Silicon Valley Bank (the Revolving Credit Facility) in an aggregate principal
amount of up to the lesser of (i) $15.0 million (Maximum Amount) or (ii) the sum of (a) 85% of our eligible receivables and (b) 50% of our eligible inventory,
in each case, subject to certain limitations (Borrowing Base), provided that the amount of eligible inventory that may be counted towards the Borrowing Base
shall be subject to a cap as set forth in the Revolving Credit Facility. Subject to the level of this borrowing base, the Company may make and repay
borrowings from time to time until the maturity of the revolving credit facility. As of September 30, 2019, availability under the revolving credit facility was
$9.0 million. There were no borrowings outstanding under the Revolving Credit Facility at September 30, 2019.

The Revolving Credit Facility matures on August 2, 2020 and is collateralized by substantially all the Company’s property, other than intellectual
property. Loans under the Revolving Credit Facility will bear interest, at the greater of (i) prime rate plus 0.50% or (ii) 5.50%. Interest on any outstanding
loans is due and payable monthly and the principal balance is due at maturity though loans can be prepaid at any time without penalty. In addition, the
Company pays a quarterly unused revolving line facility fee of .75% per annum on the average unused facility.

Subject to certain exceptions, the Company must pay a prepayment fee equal to (i) 2.00% of the Maximum Amount if it prepays all advances and
terminates the Loan Agreement prior to August 2, 2019, or (ii) 1.00% of the Maximum Amount if it prepays all advances and terminates the Loan Agreement
on or after August 2, 2019, and prior to the maturity date.

The Company incurred approximately $335,000 of debt issuance costs in connection with the facility, including $225,000 in commitment fees. Half of
the commitment fee was paid at the inception of the facility and the remainder paid on August 2, 2019. Debt issuance costs were capitalized and are being
amortized to interest expense over the life of the Revolving Credit Facility.

The Revolving Credit Facility contains customary affirmative and negative covenants which, unless waived by the bank, limit the Company’s ability to,
among other things, incur additional indebtedness, grant liens, make investments, repurchase stock, pay dividends, transfer assets, enter into affiliate
transactions, undergo a change of control, or engage in merger and acquisition activity, including merging or consolidating with a third party. The Revolving
Credit Facility also contains customary events of default, subject to customary cure periods for certain defaults, that include, among other things, non-
payment defaults, covenant defaults, material judgment defaults, bankruptcy and insolvency defaults, cross-defaults to certain other material indebtedness,
and defaults due to inaccuracy of representation and warranties. Upon an event of default, the lender may declare all or a portion of the outstanding
obligations payable by the Company to be immediately due and payable and exercise other rights and remedies provided for under the Revolving Credit
Facility. During the existence of an event of default, interest on the obligations under the Revolving Credit Facility could be increased to 5.0% above the
otherwise applicable rate of interest. The Company was in compliance with all the terms and conditions of the Revolving Credit Facility at September 30,
2019.
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7. Leases

We have operating leases for buildings, equipment and vehicles. Existing leases have remaining terms of less than 1 year to 8 years. Some leases contain
options to extend the lease, usually for up to 5 years, and termination options.

Operating lease right-of-use assets, net, consisted of the following (in thousands):

  September 30, 2019

  Gross Amount  
Accumulated
Amortization  Net

Operating lease right-of-use buildings  $ 6,041  $ (971)  $ 5,070
Operating lease right-of-use equipment  68  (26)  42
Operating lease right-of-use vehicles  344  (104)  240

Total  $ 6,453  $ (1,101)  $ 5,352

In the first half of 2019, we entered into a new operating lease for our corporate headquarters in South San Francisco, California which is expected to
commence in early 2020. The lease term is approximately 10 years. We expect to recognize a right-of-use asset and lease liability of approximately $47.4
million, based on our current incremental collateralized borrowing rate, as a result of this lease.

(in thousands)   
Nine Months Ended September 30,

2019

Operating lease cost (including variable costs)   $ 4,660

Variable costs including non-lease component   $ 2,051

    

Supplemental information:    
Cash paid for amounts included in the measurement of operating lease liabilities (included in net cash used in operating
activities)    

   Operating cash flows from operating leases   $ 3,068

    

   September 30, 2019

Weighted average remaining lease term (in years)   4.6
    

Weighted average discount rate   5.1%
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Future minimum lease payments and minimum sublease income under non-cancelable operating leases as of September 30, 2019, were as follows (in
thousands):

Fiscal Year  
Minimum Lease

Payments for
Operating Leases  

Minimum Sublease
Income  Net Amount

2019 (remainder of the year)  $ 996  $ (132)  $ 864
2020  1,956  (131)  1,825
2021  1,267  —  1,267
2022  932  —  932
2023  720  —  720
Thereafter  1,800  —  1,800

Total future minimum payments (income)  $ 7,671  $ (263)  $ 7,408

Less: imputed interest  (849)     

Total  $ 6,822     

       

September 30, 2019       
Operating lease liabilities, current  $ 2,363     
Operating lease liabilities, non-current  4,459     

Total  $ 6,822     

Disclosures related to periods prior to adoption of ASC 842

Operating lease rent expense, net of amortization of lease incentives and sublease income was $1.2 million and $3.6 million for the three and nine
months ended September 30, 2018, respectively for the prior year comparative periods before the adoption of ASC 842.

As of December 31, 2018, future minimum lease payment obligations and minimum sublease income, net of expenses, under noncancelable operating
leases before the adoption of ASC 842 were disclosed as follows (in thousands):

Fiscal Year  
Minimum Lease

Payments for
Operating Leases  

Minimum Sublease
Income  Net Amount

2019  $ 4,184  $ (520)  $ 3,664
2020  2,213  (164)  2,049
2021  1,245  —  1,245
2022  827  —  827
2023  552  —  552
Thereafter  1,241  —  1,241
Total future minimum payments (income)  $ 10,262  $ (684)  $ 9,578
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8. Fair Value of Financial Instruments

The following tables summarize our cash and available-for-sale securities by significant category within the fair value hierarchy (in thousands):

 September 30, 2019   

 Amortized Cost  
Gross

Unrealized
Gain  

Gross
Unrealized

Loss  Fair Value  
Cash and Cash

Equivalents  
Short-Term
Marketable
Securities  Cash- Restricted

Assets:              
Cash-non-restricted $ 14,053  $ —  $ —  $ 14,053  $ 14,053  $ —  $ —
Cash-restricted 2,075  —  —  2,075  —  —  2,075

Total cash $ 16,128  $ —  $ —  $ 16,128  $ 14,053  $ —  $ 2,075
Available-for-sale:              

Level I:              
Money market funds $ 11,833  $ —  $ —  $ 11,833  $ 11,833  $ —  $ —
U.S. treasury securities 36,825  50  —  36,875  —  36,875  —

Subtotal $ 48,658  $ 50  $ —  $ 48,708  $ 11,833  $ 36,875  $ —

Total $ 64,786  $ 50  $ —  $ 64,836  $ 25,886  $ 36,875  $ 2,075

 December 31, 2018

 Amortized Cost  
Gross

Unrealized
Gain  

Gross
Unrealized

Loss  Fair Value  
Cash and Cash

Equivalents  
Short-Term
Marketable
Securities

Assets:            
Cash $ 17,685  $ —  $ —  $ 17,685  $ 17,685  $ —
Available-for-sale:            

Level I:            
Money market funds $ 77,716  $ —  $ —  $ 77,716  $ 77,716  $ —
U.S. treasury securities —  —  —  —  —  —

Subtotal $ 77,716  $ —  $ —  $ 77,716  $ 77,716  $ —

Total $ 95,401  $ —  $ —  $ 95,401  $ 95,401  $ —

There were no transfers between Level I and Level II measurements during the nine months ended September 30, 2019, and December 31, 2018, and
there were no changes in the valuation techniques used.

Convertible Notes

The estimated fair value of the 2014 and 2018 Notes is based on a market approach and represents a Level II valuation. When determining the estimated
fair value of our long-term debt, we used a commonly accepted valuation methodology and market-based risk measurements that are indirectly observable,
such as credit risk.

The following table summarizes the par value, carrying value and the estimated fair value of the 2014 and 2018 Notes at September 30, 2019 and
December 31, 2018, respectively (in thousands):

 September 30, 2019  December 31, 2018

 Par Value  Carrying Value  Fair Value  Par Value  Carrying Value  Fair Value

2014 Notes $ 51,250  $ 49,853  $ 49,713  $ 51,250  $ 49,794  $ 43,665
2018 Notes —  —  —  149,999  122,264  171,843

Total $ 51,250  $ 49,853  $ 49,713  $ 201,249  $ 172,058  $ 215,508
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9. Shareholders’ Equity

Conversion of 2018 Notes

In the first quarter of 2019, we issued 19,460,260 shares of our common stock in connection with the conversion of our 2018 Notes (see Note 6). As a
result of this issuance of common stock, we recorded a total of $133.3 million of equity, which is equivalent to the fair value of the bonds retired.

10. Stock-Based Plans

Our board of directors sets the terms, conditions, and restrictions related to our Employee Stock Purchase Plan (ESPP) and the grant of stock options,
restricted stock units (RSU) and performance-based awards under our other equity incentive plans. Our board of directors determines the number of shares
subject to award grants and also sets vesting criteria.

In general, our RSUs vest on a quarterly basis over a period of four years from the date of grant at a rate of 25% on the first anniversary of the grant
date and ratably each quarter over the remaining 12 quarters, subject to the recipient employee’s continued employment. We may grant RSU awards with
different vesting terms from time to time.

Incentive stock options and non-statutory stock options granted under the 2011 Plan have a term of no more than ten years from the date of grant and an
exercise price of at least 100% of the fair market value of the underlying common stock on the date of grant. If a participant owns stock representing more
than 10% of the voting power of all classes of our stock on the grant date, an incentive stock option awarded to the participant will have a term of no more
than five years from the date of grant and an exercise price of at least 110% of the fair market value of the underlying common stock on the date of grant.
Generally, our options vest at a rate of either 25% on the first anniversary of the option grant date and ratably each month over the remaining period of 36
months, or ratably each month over 48 months. We may grant options with different vesting terms from time to time.

For performance-based share awards, our board of directors sets the performance objectives and other vesting provisions in determining the number of
shares or value of performance units and performance shares that will be paid out. Such payout will be a function of the extent to which performance
objectives or other vesting provisions have been achieved.

2011 Equity Incentive Plan

In January 2011, our board of directors adopted the 2011 Equity Incentive Plan (2011 Plan) under which incentive stock options, non-statutory stock
options, RSUs, stock appreciation rights, performance units, and performance shares may be granted to our employees, directors, and consultants. In April
2019, our board of directors authorized, and in June 2019, our stockholders approved, the amendment and restatement of the 2011 Plan to make various
changes, including increasing the number of shares reserved for issuance by approximately 5.0 million shares and extending the term of the 2011 Plan until
April 2029.

2009 Equity Incentive Plan and 1999 Stock Option Plan

Our 2009 Equity Incentive Plan (2009 Plan) terminated on the date the 2011 Plan was adopted. Options granted and shares issued under the 2009 Plan
that were outstanding on the date the 2011 Plan became effective remained subject to the terms of the 2009 Plan.

2017 Inducement Award Plan

In January 2017, we adopted the Fluidigm Corporation 2017 Inducement Award Plan (Inducement Plan) and reserved 2 million shares of our common
stock for issuance pursuant to equity awards granted under the Inducement Plan. The Inducement Plan provided for the grant of equity-based awards and its
terms were substantially similar to the 2011 Plan. In accordance with Rule 5635(c)(4) of the Nasdaq Listing Rules, awards under the Inducement Plan could
only be made to individuals not previously our employees or non-employee members of our board of directors (or following such individuals' bona fide
period of non-employment), as an inducement material to the individuals' entry into employment with us or in connection with a merger or acquisition, to the
extent permitted by Rule 5635(c)(3) of the Nasdaq Listing Rules. In June 2019, concurrently with the increase in shares available for grant under the 2011
Plan, the Inducement Plan was terminated such that no further grants could be made thereunder. Options granted and shares issued under the Inducement Plan
that were outstanding upon such termination remain outstanding subject to their terms and the terms of the Inducement Plan.
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Valuation and Expense Information

We use the Black-Scholes option-pricing model to estimate the fair value of stock options granted under our equity incentive plans. We grant stock
options at exercise prices not less than the fair value of our common stock at the date of grant. The fair value of RSUs granted to employees is valued using
the fair market value of our common stock on the grant date.

Activity under the 2011 Plan, the 2009 Plan, the 1999 Plan, and the Inducement Plan is as follows:

Restricted Stock Units:

  
Number of Units (in

000s)  
Weighted-Average
Grant Date Fair
Value per Unit

Balance as of December 31, 2018  1,812  $ 7.09
RSU granted  1,638  $ 8.59
RSU released  (525)  $ 8.30
RSU forfeited  (284)  $ 7.97
Balance as of September 30, 2019  2,641  $ 7.69

As of September 30, 2019, the unrecognized compensation costs related to outstanding unvested RSUs under our equity incentive plans were
$17.4 million. We expect to recognize these costs over a weighted average period of 3.3 years.

Stock Options:

  
Number of 

Options (000s)  
Weighted-Average

Exercise Price
per Option  

Weighted-
Average Remaining
Contractual Life (in

Years)  
Aggregate
Intrinsic 

Value in (000s)

Balance as of December 31, 2018  2,385  $ 7.56  7.8  $ 5,991
Options granted  50  $ 13.08    $ —
Options exercised  (185)  $ 5.73    $ 1,147
Options forfeited  (164)  $ 9.56    $ —

Balance as of September 30, 2019  2,086  $ 7.69  7.1  $ 244

Vested as of September 30, 2019  1,264  $ 8.71  6.4  $ 190

Expected to vest as of September 30, 2019  822  $ 6.13  8.2  $ 54

The average grant date fair value of options granted in 2019 was $7.17. As of September 30, 2019, the unrecognized compensation costs related to
outstanding unvested options under our equity incentive plans were $2.8 million. We expect to recognize these costs over a weighted average period of 2.0
years.

Performance-based Awards:

Performance Stock Units

During the nine months ended September 30, 2019, we granted 400,839 performance stock units to certain executive officers and senior level
employees. The number of performance stock units ultimately earned under these awards is calculated based on the Total Shareholder Return (TSR) of our
common stock as compared to the TSR of a defined group of peer companies during the three-year performance period. The percentage of performance stock
units that vest will depend on our relative position at the end of the performance period and can range from 0% to 200% of the number of units granted.

Under FASB ASC Topic 718, the provisions of the performance stock unit awards related to TSR are considered a market condition, and the effects of
that market condition should be reflected in the grant date fair value of the awards. We used a Monte Carlo simulation pricing model to incorporate the market
condition effects at our grant date with a weighted-average fair value of $16.90 per unit.
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Activity under the performance stock units is as follows:

  
Number of Units (in

000s)  
Weighted-Average
Grant Date Fair
Value per Unit

Balance as of December 31, 2018  155  $ 10.09
PSU granted  401  $ 16.90
PSU released  —  $ —
PSU forfeited  (9)  $ 10.09

Balance as of September 30, 2019  547  $ 15.09

As of September 30, 2019, the unrecognized compensation costs related to these awards were $6.2 million. We expect to recognize these costs over a
weighted average period of 2.3 years.

During the three and nine months ended September 30, 2019, we also granted performance stock units to a certain employee. The number of
performance stock units that ultimately vest under these awards is dependent on achieving certain discrete operational milestones between September 30,
2019 and December 31, 2020. Activity under these performance stock units is as follows:

  
Number of Units (in

000s)  
Weighted-Average
Grant Date Fair
Value per Unit

Balance as of December 31, 2018  —  $ —
PSU granted  68  $ 7.05
PSU released  —  $ —
PSU forfeited  —  $ —
Balance as of September 30, 2019  68  $ 7.05

Under FASB ASC Topic 718, the provisions of these performance stock units are considered to be a performance condition, and expense is only
recognized when it is probable the related milestone will be achieved and the awards will vest. As of September 30, 2019, the expense recognized for these
awards has been immaterial.

2017 Employee Stock Purchase Plan

Our ESPP offers U.S. and some non-U.S. employees the right to purchase shares of our common stock. Prior to June 2019, our ESPP had a six-month
offering period, with a new period commencing on the first trading day on or after May 31 and November 30 of each year. Employees were eligible to
participate through payroll deductions of up to 10% of their compensation. The purchase price at which shares were sold under the ESPP was 85% of the
lower of the fair market value of a share of our common stock on the first day of the offering period or the last day of the offering period.

Effective in June 2019, our ESPP was amended to offer a twelve-month offering period with two six-month purchase periods beginning on each of May
31 and November 30. Under the updated plan, the purchase price at which shares are sold for the first purchase period is 85% of the lower of the fair market
value of a share of our common stock on the first day of the offering period or the last day of the first purchase period. For the second purchase period, the
purchase price at which shares are sold is 85% of the lowest of the fair value of the common stock on the first day of the offering period, the last day of the
offering period or the fair value of the common stock at the beginning of the second purchase period. Employees are eligible under the amended plan to
participate through payroll deductions of up to 15% of their compensation. Employees may not purchase more than $25 thousand of stock for any calendar
year.
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Share-based Compensation

We recognized share-based compensation expense as follows (in thousands):

 Three Months Ended September 30,  Nine months ended September 30,

 2019  2018  2019  2018

Options and Restricted Stock Units $ 2,738  $ 2,185  $ 7,731  $ 5,699
Employee Stock Purchase Plan 291  118  561  358

Total Share-based Compensation $ 3,029  $ 2,303  $ 8,292  $ 6,057

11. Income Taxes

The Company’s quarterly provision for income taxes is based on an estimated effective annual income tax rate. The Company’s quarterly provision for
income taxes also includes the tax impact of certain unusual or infrequently occurring items, if any, including changes in judgment about valuation
allowances and effects of changes in tax laws or rates, in the interim period in which they occur.

The Company recorded a tax benefit of $1.2 million and $2.3 million for the three and nine months ended September 30, 2019, respectively. We
recorded a tax benefit of $0.8 million and $2.2 million for the three and nine months ended September 30, 2018, respectively. The benefit for all periods was
primarily attributable to the tax benefit from the amortization of our acquisition-related deferred tax liability, partially offset by a provision from our foreign
operations.

The Company’s tax benefit for income taxes for the periods presented differs from the 21% U.S. Federal statutory rate for the three and nine months
ended September 30, 2019 and 2018, respectively, primarily due to maintaining a valuation allowance for deferred tax assets, which primarily consist of net
operating loss carryforwards.

Tax positions taken by the Company are subject to audits by multiple tax jurisdictions. The Company believes that it has provided adequate reserves for
its uncertain tax positions for all tax years still open for assessment. The Company also believes that it does not have any tax position that will significantly
increase or decrease within the next year. For the nine months ended September 30, 2019, the Company did not recognize any material interest or penalties
related to uncertain tax positions.

Recording deferred tax assets is appropriate when realization of these assets is more likely than not. Assessing the realizability of deferred tax assets is
dependent upon several factors including historical financial results. The deferred tax assets have been offset by valuation allowances. In the future we may
release valuation allowances and recognize deferred tax assets in certain of our foreign subsidiaries depending on the achievement of future profitability in the
relevant jurisdictions. Any release of valuation allowances could have the effect of decreasing the income tax provision in the period the valuation allowance
is released. We continue to monitor the likelihood that we will be able to recover our deferred tax assets, including those for which a valuation allowance is
recorded. There can be no assurance that we will generate profits in the future periods enabling us to fully realize our deferred tax assets. The timing of
recording a valuation allowance or the reversal of such valuation allowance is subject to objective and subjective factors that cannot be readily predicted in
advance.

12. Information about Geographic Areas

We operate in one reporting segment that develops, manufacturers and commercializes tools for life sciences research. Our chief executive officer
manages our operations and evaluates our financial performance on a consolidated basis. For purposes of allocating resources and evaluating regional
financial performance, our chief executive officer reviews separate sales information for the different regions of the world. Our general and administrative
expenses and our research and development expenses are not allocated to any specific region. Most of our principal operations, other than manufacturing, and
our decision-making functions are located at our corporate headquarters in the United States.

A summary table of our total revenue by geographic areas of our customers and by product and service for the three and nine months ended
September 30, 2019 and 2018 is included in Note 3 to the condensed consolidated financial statements of this quarterly report on Form 10-Q.
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Sales to customers in the United States represented $10.5 million or 40%, and $32.9 million or 39% of total revenues for the three and nine months
ended September 30, 2019, respectively. Sales to customers in the United States represented $13.2 million or 46% and $35.4 million or 44% of total revenues
for the three and nine months ended September 30, 2018, respectively.

Sales to customers in China represented $3.9 million or 15%, and $11.4 million or 13% of total revenues for the three and nine months ended
September 30, 2019, respectively. Sales to customers in China represented $3.4 million or 12%, and $8.9 million or 11% of total revenues for the three and
nine months ended September 30, 2018, respectively. Except for China, no other foreign country or jurisdiction had sales in excess of 10% of our total
revenue during the three and nine months ended September 30, 2019 and 2018.

No individual customer represented more than 10% of our total revenues for the three and nine months ended September 30, 2019, and 2018,
respectively.

13. Commitments and Contingencies

Indemnification

From time to time, we have entered into indemnification provisions under certain of our agreements in the ordinary course of business, typically with
business partners, customers, and suppliers. Pursuant to these agreements, we may indemnify, hold harmless, and agree to reimburse the indemnified parties
on a case-by-case basis for losses suffered or incurred by the indemnified parties in connection with any patent or other intellectual property infringement
claim by any third party with respect to our products. The term of these indemnification provisions is generally perpetual from the time of the execution of the
agreement. The maximum potential amount of future payments we could be required to make under these indemnification provisions is typically not limited
to a specific amount. In addition, we have entered into indemnification agreements with our officers, directors, and certain other employees. With certain
exceptions, these agreements provide for indemnification for related expenses including, among others, attorneys’ fees, judgments, fines and settlement
amounts incurred by any of these individuals in any action or proceeding.

Contingencies

From time to time, we may be subject to various legal proceedings and claims arising in the ordinary course of business. These include disputes and
lawsuits related to intellectual property, mergers and acquisitions, licensing, contract law, tax, regulatory, distribution arrangements, employee relations and
other matters. Periodically, we review the status of each matter and assess its potential financial exposure. If the potential loss from any claim or legal
proceeding is considered probable and a range of possible losses can be estimated, we accrue a liability for the estimated loss. Legal proceedings are subject
to uncertainties, and the outcomes are difficult to predict. Because of such uncertainties, accruals are based only on the best information available at the time.
As additional information becomes available, we continue to reassess the potential liability related to pending claims and litigation and we may revise
estimates.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read together with our condensed consolidated financial statements and the notes to those statements
included elsewhere in this Form 10-Q. This Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933,
as amended (the Securities Act), and Section 21E of the Securities Exchange Act of 1934, as amended, or Exchange Act, that are based on our management’s
beliefs and assumptions and on information currently available to our management. The forward-looking statements are contained principally in the section
entitled “Risk Factors” and this Management’s Discussion and Analysis of Financial Condition and Results of Operations. Forward-looking statements
include information concerning our possible or assumed future cash flow, revenue, sources of revenue and results of operations, cost of product revenue and
product margin, operating and other expenses, unit sales and the selling prices of our products, business strategies, financing plans, expansion of our
business, competitive position, industry environment, potential growth opportunities, market growth expectations, and the effects of competition. Forward-
looking statements include statements that are not historical facts and can be identified by terms such as “anticipates,” “believes,” “could,” “seeks,”
“estimates,” “expects,” “intends,” “may,” “plans,” “potential,” “predicts,” “projects,” “should,” “will,” “would,” or similar expressions and the
negatives of those terms.

Forward-looking statements involve known and unknown risks, uncertainties, and other factors that may cause our actual results, performance, or
achievements to be materially different from any future results, performance, or achievements expressed or implied by the forward-looking statements. We
discuss these risks in greater detail in Part II, Item 1A, “Risk Factors,” elsewhere in this quarterly report on Form 10-Q, and in our annual report on Form
10-K filed with the Securities and Exchange Commission (SEC). Given these uncertainties, you should not place undue reliance on these forward-looking
statements. Also, forward-looking statements represent our management’s beliefs and assumptions only as of the date of this Form 10-Q.

Except as required by law, we assume no obligation to update these forward-looking statements, or to update the reasons actual results could differ
materially from those anticipated in these forward-looking statements, even if new information becomes available in the future. You should read this Form 10-
Q completely and with the understanding that our actual future results may be materially different from what we expect.

“Fluidigm,” the Fluidigm logo, “Access Array,” “Advanta,” “Biomark,” “C1,” “Callisto,” “CyTOF,” “Delta Gene,” “Digital Array,” “Dynamic Array,”
“EP1,” “Flex Six,” “Helios,” “Hyperion,” “Imaging Mass Cytometry,” “IMC,” “Juno,” “Maxpar,” “MSL,” “Polaris,” “Script Builder,” “Singular,” and “SNP
Type” are trademarks or registered trademarks of Fluidigm Corporation. Other service marks, trademarks and trade names referred to in this quarterly report
on Form 10-Q are the property of their respective owners.

___________________________

Unless the context requires otherwise, references in this Form 10-Q to “Fluidigm,” the “Company,” “we,” “us,” and “our” refer to Fluidigm Corporation
and its subsidiaries.

Overview

Fluidigm is a global biotechnology tools provider with a vision to improve life through comprehensive health insight. Our innovative technologies and
multi-omic tools are used by researchers to reveal meaningful insights in health and disease, identify biomarkers to inform decisions and accelerate the
development of more effective therapies. We create, manufacture, and market innovative technologies and life science tools, including preparatory and
analytical instruments for Mass Cytometry, PCR, Library Prep, Single Cell Genomics, and consumables, including integrated fluidic circuits (IFCs), assays,
and reagents.

Our focus is on the most pressing needs in translational and clinical research, including cancer, immunology and immunotherapy. We use proprietary
CyTOF® and microfluidics technologies to develop innovative end-to-end solutions that have the flexibility required to meet the needs of translational
research and the robustness to support high-impact clinical research studies. We sell our products to leading academic, government, pharmaceutical,
biotechnology and plant and animal research laboratories worldwide.

We distribute our systems through our direct sales force and support organizations located in North America, Europe, and Asia-Pacific, and through
distributors or sales agents in several European, Latin American, Middle Eastern, and Asia-Pacific countries. Our manufacturing operations are located in
Singapore and Canada. Our facility in Singapore manufactures our genomics instruments, which are assembled by our contract manufacturer located adjacent
to our Singapore facility. All of our IFCs for commercial sale and some IFCs for our research and development purposes are also fabricated at our Singapore
facility. Our mass cytometry instruments for commercial sale, as well as for internal research and development purposes, are manufactured at our facility in
Canada. We also manufacture assays and reagents at our facilities in the United States. As part of our on-going efforts related to operational excellence and
improving efficiencies, we are currently completing the consolidation of our mass cytometry reagent production activities into our Canadian facility.
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Our total revenue for the nine months ended September 30, 2019 was $84.8 million compared to $80.6 million for the nine months ended September 30,
2018. Our total revenue was $113.0 million in 2018, $101.9 million in 2017, and $104.4 million in 2016. We have incurred significant net losses since our
inception in 1999 and, as of September 30, 2019, our accumulated deficit was $611.0 million.

At the end of 2016, we began reallocating our resources based on revenue contribution and growth expectations across our target markets, including a
reorganization of our sales team and commercial leadership. We implemented certain operational efficiencies and cost-savings initiatives beginning in the first
quarter of 2017 intended to align our resources with our product strategy, reduce our operating expenses, and manage our cash flows. In 2017 and 2018, we
grew our revenues, increased gross margins, reduced operating expenses, streamlined our manufacturing operations, and rationalized our headcount and
facilities. These activities have resulted in lower net losses, improving from $76.0 million in 2016 to $59.0 million in 2018. We have also strengthened our
balance sheet through the issuance of common stock and reduction of debt. In August 2017, we sold 9.1 million shares of common stock for aggregate net
proceeds of approximately $28.8 million; in December 2018, we sold approximately 9.4 million shares of common stock for aggregate net proceeds of $59.1
million. In March 2018, we refinanced $150 million of our 2014 Notes with the issuance of our 2018 Notes, which effectively extended the maturity of the
debt while providing us with additional financing flexibility. The 2018 Notes were subsequently converted into 19.5 million shares of our common stock
during the first quarter of 2019. The conversion is described in Note 6 of our September 30, 2019 condensed consolidated financial statements.

Critical Accounting Policies, Significant Judgments and Estimates

Our condensed consolidated financial statements and the related notes included elsewhere in this Form 10-Q are prepared in accordance with
accounting principles generally accepted in the United States. The preparation of these condensed consolidated financial statements requires us to make
estimates and assumptions that affect the reported amounts of assets, liabilities, revenue, costs, and expenses and related disclosures. We base our estimates
on historical experience and on various other assumptions that we believe to be reasonable under the circumstances. Changes in accounting estimates may
occur from period to period. Accordingly, actual results could differ significantly from the estimates made by our management. We evaluate our estimates and
assumptions on an ongoing basis. To the extent there are material differences between these estimates and actual results, our future financial statement
presentation, financial condition, results of operations, and cash flows will be affected.

Except for the adoption of ASC 842 disclosed below, there have been no material changes in our critical accounting policies and estimates in the
preparation of our condensed consolidated financial statements during the nine months ended September 30, 2019, compared to those disclosed in our annual
report on Form 10-K for the year ended December 31, 2018, as filed with the SEC on March 18, 2019.

Recent Accounting Pronouncements

Adoption of New Accounting Guidance

In February 2016, the FASB established Topic 842, Leases, by issuing Accounting Standards Update (ASU) No. 2016-02, which requires lessees to
recognize operating leases on the balance sheet and disclose key information about leasing arrangements. Topic 842 was subsequently amended by ASU No.
2018-01, Land Easement Practical Expedient for Transition to Topic 842; ASU No. 2018-10, Codification Improvements to Topic 842, Leases; and ASU No.
2018-11, Targeted Improvements. The new standard establishes a right-of-use (ROU) model that requires a lessee to recognize a ROU asset and lease liability
on the balance sheet for all leases with a term longer than 12 months. Leases are classified as finance or operating; the classification will impact the expense
recognition in the income statement.

Modified Retrospective Transition approach is required, applying the new standard to all leases existing at the date of initial application. An entity may
choose to use either (1) its effective date or (2) the beginning of the earliest comparative period presented in the financial statements as its date of initial
application. We adopted the new standard on January 1, 2019 and used the effective date of the standard as our date of initial application. Consequently,
previously presented financial information has not been updated, and the disclosures required under the new standard have not been provided for dates and
periods before January 1, 2019. For dates and periods prior to January 1, 2019, the original disclosures under ASC 840 are disclosed.

The new standard provides several optional practical expedients in transition. We elected the ‘package of practical expedients,’ which permits us to not
reassess under the new standard our prior conclusions about lease identification, lease classification and initial direct costs. We did not elect the use-of-
hindsight or the practical expedient pertaining to land easements; the latter not being applicable to us.
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On adoption of the new standard, we recognized $9.2 million of lease liabilities, based on the present value of the current minimum lease payments over
the lease term, discounted using our collateralized incremental borrowing rate, with corresponding ROU assets of $7.4 million. The difference between the
initial lease liability and ROU asset is attributable to deferred rent. There was no impact to retained earnings from the adoption of ASC 842.

The new standard also provides certain accounting elections for an entity’s ongoing accounting. We have elected the short-term lease recognition
exemption for all leases that qualify. This means, for those leases that qualify, we will not recognize ROU assets or lease liabilities for leases with an initial
lease term of one year or less. We have also elected to not separate lease and nonlease components for our building leases. The nonlease components are
generally variable in nature and are expected to represent the majority of our variable lease costs. Variable costs are expensed as incurred. We have taken a
portfolio approach for our vehicle leases by country.

See Note 2 — “Summary of Significant Accounting Policies” in the notes to our condensed consolidated financial statements in this quarterly report on
Form 10-Q for recent accounting changes and pronouncements.

Results of Operations

The following table presents our historical condensed consolidated statements of operations data for the three and nine months ended September 30,
2019, and 2018, and as a percentage of total revenue for the respective periods (in thousands):

 Three Months Ended September 30,  Nine Months Ended September 30,

 2019  2018  2019  2018

Revenue $ 26,496  100 %  $ 28,963  100 %  $ 84,803  100 %  $ 80,639  100 %
Cost of revenue 12,458  47  13,141  45  38,412  45  37,801  47
Gross profit 14,038  53  15,822  55  46,391  55  42,838  53
Operating expenses:                

Research and development 7,125  27  7,430  26  23,362  28  22,072  27
Selling, general and administrative 20,729  78  20,020  69  65,687  77  57,812  72

Total operating expenses 27,854  105  27,450  95  89,049  105  79,884  99
Loss from operations (13,816)  (52)  (11,628)  (40)  (42,658)  (50)  (37,046)  (46)
Interest expense (444)  (1)  (4,019)  (14)  (3,636)  (4)  (9,824)  (13)
Loss on extinguishment of debt —  —  —  —  (9,000)  (11)  —  —
Other income, net 205  1  117  —  920  1  465  1
Loss before income taxes (14,055)  (52)  (15,530)  (54)  (54,374)  (64)  (46,405)  (58)
Income tax benefit 1,168  4  780  3  2,269  3  2,167  3

Net loss $ (12,887)  (48)%  $ (14,750)  (51)%  $ (52,105)  (61)%  $ (44,238)  (55)%

Revenue

We generate revenue primarily from sales of our products and services. Our product revenue consists of sales of instruments and consumables.
Consumable revenues are largely driven by the size of our installed base of instruments and the annual level of pull-through per instrument. Service revenue
is linked to the sales and installed base of our instruments as our service revenue consists of post-warranty service contracts, preventive maintenance plans,
instrument parts, installation and training.

We sell our instruments to leading academic research institutions, translational research and medicine centers, cancer centers, clinical research
laboratories, and biopharmaceutical, biotechnology, and plant and animal research companies. No single customer represented more than 10% of our total
revenue for the three and nine months ended September 30, 2019, and 2018. Total revenue from our five largest customers represented 25% and 20% of our
total revenue for the three months ended September 30, 2019, and 2018, respectively. Total revenue from our five largest customers represented 20% and 17%
of our total revenue for the nine months ended September 30, 2019, and 2018, respectively.
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The following table presents our revenue by source for the three and nine months ended September 30, 2019, and 2018 (in thousands):

 Three Months Ended September 30,  
Year- Over-

Year Change

 Nine Months Ended September 30,  
Year- Over-

Year Change 2019  2018   2019  2018  
Instruments $ 9,159  35%  $ 13,890  48%  (34)%  $ 34,200  40%  $ 31,831  39%  7 %
Consumables 11,507  43  10,352  36  11 %  34,528  41  34,665  43  — %
Product revenue 20,666  78  24,242  84  (15)%  68,728  81  66,496  82  3 %
Service revenue 5,630  21  4,721  16  19 %  15,875  19  14,143  18  12 %
Grant revenue 200  1  —  —  NA  200  —  —  —  NA

Total revenue $ 26,496  100%  $ 28,963  100%  (9)%  $ 84,803  100%  $ 80,639  100%  5 %

The following table presents our total revenue by geographic area of our customers and as a percentage of total revenue for the three and nine months
ended September 30, 2019, and 2018 (in thousands):

 Three Months Ended September 30,  
Year-Over-Year

Change

 Nine Months Ended September 30,  
Year-Over-Year

Change 2019  2018   2019  2018  
Americas $ 11,112  42%  $ 13,654  47%  (19)%  $ 35,203  41%  $ 37,008  46%  (5)%
EMEA 9,092  34  8,783  30  4 %  28,465  34  26,365  33  8 %
Asia-Pacific 6,292  24  6,526  23  (4)%  21,135  25  17,266  21  22 %

Total $ 26,496  100%  $ 28,963  100%  (9)%  $ 84,803  100%  $ 80,639  100%  5 %

The Americas revenue includes revenue generated in the United States of $10.5 million and $13.2 million for the three months ended September 30,
2019, and 2018, respectively. The Americas revenue includes revenues generated in the United States of $32.9 million and $35.4 million for the nine months
ended September 30, 2019 and 2018, respectively.

Total Revenue

Total revenue decreased by $2.5 million, or 9%, for the three months ended September 30, 2019 compared to the three months ended September 30,
2018. The decrease was attributable to a $3.6 million, or 15%, decrease in product revenue, partially offset by a $0.9 million, or 19%, increase in service
revenue and $0.2 million of grant revenue.

Revenue in the Americas decreased 19% for the three months ended September 30, 2019, compared to the three months ended September 30, 2018. The
decrease in the Americas was primarily due to lower sales of mass cytometry instruments. Revenues grew 4% in EMEA driven by higher consumables and
service revenues, partially offset by lower instrument revenues. Unfavorable foreign exchange rates negatively impacted EMEA revenues by 2%. The 4%
decrease in Asia-Pacific revenue was driven by reduced consumable revenue, partially offset by higher service revenue. On a company-wide basis, foreign
exchange had a minimal net impact on revenues for the third quarter of 2019, compared to the same period in the prior year.

Total revenue increased by $4.2 million, or 5% for the nine months ended September 30, 2019 compared to the nine months ended September 30, 2018.
The year-on-year increase is attributable to increases in mass cytometry instrument and consumables sales, partially offset by lower microfluidics revenue. In
the Americas, lower product sales were partially offset by higher service and grant revenue. In EMEA, consumables and mass cytometry instrument revenue
grew, along with higher service revenue. This growth was partially offset by lower microfluidic instrument revenue. Unfavorable foreign exchange rates had a
negative 3% impact on EMEA revenue. The 22% increase in Asia-Pacific revenues is due to increases in mass cytometry instruments, consumables and
service revenue, partially offset by lower microfluidics sales. On a company-wide basis, weaker foreign exchange rates negatively impacted revenues by 1%
for the nine months ended September 30, 2019, compared to the same period in the prior year.
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Product Revenue

Product revenue decreased by $3.6 million, or 15%, for the three months ended September 30, 2019 compared to the three months ended September 30,
2018. Instrument sales decreased by $4.7 million, or 34%, for the three months ended September 30, 2019 compared to the three months ended September 30,
2018. The decrease in instrument sales was driven by lower unit sales of mass cytometry instruments. Consumables revenue increased by $1.2 million, or
11%, across our product categories for the three months ended September 30, 2019 compared to the three months ended September 30, 2018.

Product revenue increased by $2.2 million, or 3% for the nine months ended September 30, 2019 compared to the prior year period. Higher revenues
from mass cytometry instruments and consumables was partially offset by lower microfluidics consumables sales.

We expect the average selling prices and volumes of our products to fluctuate over time based on market conditions, product mix, and currency
fluctuations. We cannot provide assurance concerning future revenue growth, if any.

Service Revenue

Service revenue increased by $0.9 million, or 19%, for the three months ended September 30, 2019 compared to the three months ended September 30,
2018. Service revenue increased by $1.7 million, or 12%, for the nine months ended September 30, 2019 compared to the nine months ended September 30,
2018. Increases in service revenues for both the quarter and year-to-date periods reflect higher revenues from service plans and preventive maintenance.

Cost of Revenue, Gross Profit and Gross Margin

The following table presents our costs of product and service revenue, gross profit and gross margin for the three and nine months ended September 30,
2019, and 2018 (in thousands):

 Three Months Ended September 30,  
Year-Over-Year

Change

  Nine Months Ended September 30,  
Year-Over-Year

Change

 
 2019  2018    2019  2018   
Cost of product revenue $ 10,520  $ 11,635  (10)%   $ 33,009  $ 33,017  — %  
Cost of service revenue 1,938  1,506  29 %   5,403  4,784  13 %  

Total cost of revenue $ 12,458  $ 13,141  (5)%   $ 38,412  $ 37,801  2 %  

              

Gross profit $ 14,038  $ 15,822  (11)%   $ 46,391  $ 42,838  8 %  
Gross margin 53.0%  54.6%  (1.6) ppts  54.7%  53.1%  1.6 ppts

Cost of product revenue includes manufacturing costs incurred in the production process, including component materials, labor and overhead,
packaging, and delivery costs. In addition, cost of product revenue includes amortization of developed technology and intangibles, royalty costs for licensed
technologies included in our products, warranty, provisions for slow-moving and obsolete inventory, and stock-based compensation expense. Our cost of
product revenue and related product margin may fluctuate depending on the capacity utilization of our manufacturing facilities in response to market
conditions and the demand for our products.

Cost of service revenue includes direct labor hours, overhead, and instrument parts. Our cost of service revenue and related service margin may
fluctuate depending on the variability in material and labor costs of servicing instruments.

Gross margin decreased by 1.6 percentage points for the three months ended September 30, 2019, compared to the three months ended September 30,
2018. Lower plant utilization, lower service margins and an inventory reserve for low volume microfluidic instruments were partially offset by a more
favorable product mix.

For the nine months ended September 30, 2019, gross margin increased by 1.6 percentage points compared to the nine months ended September 30,
2018. Higher capacity utilization, as well as the impact of spreading fixed depreciation and amortization over a higher revenue base, contributed to the
improvement in gross margin, partially offset by higher inventory reserves.
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Operating Expenses

The following table presents our operating expenses for the three and nine months ended September 30, 2019, and 2018 (in thousands):

 

Three Months Ended September 30,  
Year-Over-Year

Change

 
Nine Months Ended September

30,  
Year-Over-Year

Change2019  2018   2019  2018  
Research and development $ 7,125  $ 7,430  (4)%  $ 23,362  $ 22,072  6%
Selling, general and administrative 20,729  20,020  4 %  65,687  57,812  14%

Total $ 27,854  $ 27,450  1 %  $ 89,049  $ 79,884  11%

Research and Development

Research and development expense consists primarily of compensation-related costs, product development and material expenses, and other allocated
facilities and information technology expenses. We have made substantial investments in research and development since our inception. Our research and
development efforts have focused primarily on enhancing our technologies and supporting development and commercialization of new and existing products
and services.

Research and development expense decreased by $0.3 million, or 4%, for the three months ended September 30, 2019 compared to the three months
ended September 30, 2018, largely due to $0.7 million of lower employee compensation accruals. In 2018, we were accruing bonuses under a retention bonus
program that ended in early 2019. The absence of this program accounted for the majority of the decrease of bonus accruals for research and development
compared to the third quarter of 2018. Laboratory supplies and equipment costs associated with product development also fell by $0.4 million. These
decreases were partially offset by higher headcount-related costs and a $0.2 million increase in stock-based compensation.

Research and development expense increased by $1.3 million, or 6%, for the nine months ended September 30, 2019, compared to the same period a
year ago. Increases include approximately $1.6 million of increased headcount costs, $0.2 million of increased stock-based compensation and $0.6 million of
laboratory supplies and equipment costs. These cost increases were partially offset by $1.1 million of lower employee compensation accruals, primarily due
to the absence of a retention bonus program as discussed in the previous paragraph.

Selling, General and Administrative

Selling, general and administrative expense consists primarily of personnel costs for our sales and marketing, business development, finance, legal,
human resources, and general management, as well as professional services, such as legal and accounting services.

Selling, general and administrative expense increased $0.7 million, or 4%, for the three months ended September 30, 2019, compared to the three
months ended September 30, 2018. Headcount-related costs contributed $1.4 million to the increase in expense for the quarter, reflecting a 10% increase in
average headcount. Stock-based compensation increased $0.5 million from the year ago period, reflecting additions to the senior executive team since this
time last year. These cost increases were partially offset by $1.5 million in lower employee compensation accruals. The lower accruals reflect lower variable
compensation and the lack of retention bonuses recorded in the year ago period. The remaining increase in selling, general, and administrative costs is due to
a variety of smaller items.

Selling, general and administrative expense increased $7.9 million, or 14%, for the nine months ended September 30, 2019 compared to the nine months
ended September 30, 2018. Compensation-related costs contributed $4.2 million of the increase, reflecting a 10% increase in headcount, including several
senior executives. Stock-based compensation increased $2.2 million, primarily due to the impact of an executive retirement and additions to the senior
executive team. Business development costs increased $1.6 million, along with a $1.0 million increase in advertising and promotional costs. We also incurred
$1.0 million of severance and other costs associated with transferring certain operations from South San Francisco to Markham, Ontario. These cost increases
were partially offset by $1.6 million in lower employee compensation accruals, which reflect the lack of retention bonuses recorded in the year ago period and
lower accruals for variable compensation. The remaining increase in selling, general, and administrative costs is due to a variety of smaller items.
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Interest Expense, Loss on Extinguishment of Debt, and Other Income, Net

The following table presents these items for the three and nine months ended September 30, 2019, and 2018 (in thousands):

 

Three Months Ended September 30,  
Year-Over-Year

Change

 Nine Months Ended September 30,  
Year-Over-Year

Change2019  2018   2019  2018  
Interest expense $ 444  $ 4,019  (89)%  $ 3,636  $ 9,824  (63)%
Loss on extinguishment of debt —  —  NA  9,000  —  NA
Other income, net (205)  (117)  75 %  (920)  (465)  98 %

Total $ 239  $ 3,902  (94)%  $ 11,716  $ 9,359  25 %

In February 2014, we issued $201.3 million aggregate principal amount of our 2.75% 2014 Notes due 2034 (2014 Notes). In March 2018, we entered
into privately negotiated transactions with certain holders of our 2014 Notes to exchange $150.0 million in aggregate principal amount of the 2014 Notes for
$150.0 million in aggregate principal amount of our new 2.75% Exchange Convertible Senior Notes due 2034. As the 2018 Notes were convertible, at our
election, into cash, shares of our common stock, or a combination of cash and shares of our common stock, we accounted for the 2018 Notes under the cash
conversion guidance in ASC 470. Because of this conversion option, along with a redemption premium, the net effective interest rate for the 2018 Notes is
higher than the 2014 Notes. The effective interest rate on the 2014 Notes and the 2018 Notes is approximately 3.0% and 12.3%, respectively.

In the first quarter of 2019, we received notices from holders of the 2018 Notes electing to voluntarily convert approximately $138.1 million in
aggregate principal amount of the 2018 Notes. In February 2019, we notified the Trustee of our intention to exercise our Issuer’s Conversion Option with
respect to the remaining approximately $11.9 million in aggregate principal amount of 2018 Notes. In total, $150.0 million of the 2018 Notes were converted
into approximately 19.5 million shares of our common stock and the bonds retired. In accordance with ASC 470, we recognized a loss of $9.0 million on the
conversion of the debt, representing the difference between the fair value of the bonds converted and the carrying value of the bonds at the time of
conversion.

Following the retirement of the 2018 Notes in the first quarter of 2019, only $51.25 million of principal of the 2014 Notes remained outstanding.
Interest expense fell for the three and nine months ended September 30, 2019, compared to the three and nine months ended September 30, 2018 due to the
retirement of the 2018 Notes in the first quarter of 2019.

Other income primarily consists of interest income and gains or losses on foreign exchange. Other income for the third quarter of 2019 includes $304
thousand of interest income, partially offset by $99 thousand of foreign exchange losses. By comparison, other income for the third quarter of 2018 includes
$120 thousand of interest income and $4 thousand of foreign exchange losses. Other income for the nine months ended September 30, 2019 includes $1,074
thousand of interest income partially offset by $179 thousand of foreign exchange losses. Other income for the nine months ended September 30, 2018
includes $395 thousand of interest income and $55 thousand of foreign exchange gain. Higher interest income in the 2019 periods compared to the year ago
periods is attributable to higher cash and investment balances; the increase in foreign exchange losses is due to the impact of a stronger U.S. dollar.

Income Tax Benefit

Our tax provision is generally driven by three components: (1) tax provision from our foreign operations, (2) tax benefits from the deduction of
amortization of acquisition-related intangible assets, and (3) discrete items, such as changes to recording or releasing valuation allowances or return-to-
provision true-ups. Depending on the relative value of these components, we can have either a tax benefit or expense for any given period.

We recorded a tax benefit of $1.2 million and $2.3 million for the three and nine months ended September 30, 2019, respectively. We recorded a tax
benefit of $0.8 million and $2.2 million for the three and nine months ended September 30, 2018, respectively. The benefit for all periods was primarily
attributable to the tax benefit from the amortization of our acquisition-related deferred tax liability, partially offset by a provision from our foreign operations.
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In the future we may release valuation allowances and recognize deferred tax assets in certain of our foreign subsidiaries depending on the achievement
of future profitability in the relevant jurisdictions. Any release of valuation allowances could have the effect of decreasing the income tax provision in the
period the valuation allowance is released. We continue to monitor the likelihood that we will be able to recover our deferred tax assets, including those for
which a valuation allowance is recorded. There can be no assurance that we will generate profits in the future periods enabling us to fully realize our deferred
tax assets. The timing of recording a valuation allowance or the reversal of such valuation allowance is subject to objective and subjective factors that cannot
be readily predicted in advance.

Liquidity and Capital Resources

Sources of Liquidity

As of September 30, 2019, our principal sources of liquidity consisted of $25.9 million of cash and cash equivalents and $36.9 million of short-term
investments as well as $2.1 million of restricted cash and $9.0 million of availability under our Revolving Credit Facility. The following table presents our
cash flow summary for each period presented (in thousands):

 Nine Months Ended September 30,

 2019  2018

Net cash used in operating activities $ (29,691)  $ (24,563)
Net cash provided by (used in) investing activities (38,750)  4,738
Net cash provided by (used in) financing activities 1,006  (2,292)
Effect of foreign exchange fluctuations (5)  (110)

Net decrease in cash, cash equivalents and restricted cash $ (67,440)  $ (22,227)

Net Cash Used in Operating Activities

We derive cash flows from operations primarily from cash collected from the sale of our products and services. Our cash flows from operating activities
are also significantly influenced by our use of cash for operating expenses to support the growth of our business. We have historically experienced negative
cash flows from operating activities as we have expanded our business and built our infrastructure domestically and internationally.

Net cash used in operating activities for the nine months ended September 30, 2019, was $29.7 million and consisted of a net loss of $52.1 million,
adjusted for non-cash items of $31.2 million. Non-cash items included a loss on extinguishment of debt of $9.0 million, amortization of developed technology
of $8.4 million, stock-based compensation expense of $8.3 million, amortization of debt discounts, premium and issuance costs of $2.1 million and
depreciation and amortization of $3.5 million. The net change in assets and liabilities included a decrease in current and non-current other liabilities of $10.5
million, an increase in inventories of$2.3 million, and an increase in prepaid expenses and other current assets of $1.7 million, partially offset by a decrease in
accounts receivable of $3.2 million, an increase in deferred revenue of $1.6 million, an increase in accounts payable of $0.6 million, and a decrease in other
non-current assets of $0.3 million.

Net cash used in operating activities for the nine months ended September 30, 2018, was $24.6 million, and consisted of a net loss of $44.2 million,
adjusted for non-cash items of $24.3 million. Non-cash items included stock-based compensation expense of $6.1 million, amortization of debt discounts,
premium and issuance costs of $5.7 million, amortization of developed technology of $8.4 million, and depreciation and amortization of $4.1 million. The net
change in assets and liabilities included increases in accounts receivable of $3.3 million and decreases in other non-current liabilities of $6.8 million, partially
offset by increases in accounts payable of $2.1 million, deferred revenue of $2.1 million, and current liabilities of $2.0 million.

Net Cash Provided by (Used in) Investing Activities

Our primary investing activities consist of purchases, sales, and maturities of our short-term investments and to a much lesser extent, capital
expenditures for manufacturing, laboratory, computer equipment and software to support our infrastructure and work force.

Net cash used in investing activities was $38.8 million during the nine months ended September 30, 2019 and consisted of purchases of investments of
$52.7 million and capital expenditures of $2.0 million, partially offset by $16.0 million of proceeds from maturing investments. Net cash provided by
investing activities for nine months ended September 30, 2018 was $4.7 million and consisted of net redemptions of investments of $5.1 million, partially
offset by capital expenditures of $0.4 million.
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Net Cash Provided by (Used in) Financing Activities

Net cash provided by financing activities was $1.0 million during the nine months ended September 30, 2019. Net cash provided by financing activities
primarily consisted of $1.0 million from the exercise of stock options and $0.6 of proceeds from our ESPP program, partially offset by $0.6 million for
income taxes related to net share settlement of equity awards. Net cash used in financing activities was $2.3 million for the nine months ended September 30,
2018 and consisted of $2.8 million of debt issuance costs, partially offset by net proceeds from employee equity programs.

Capital Resources

As discussed above, in the first quarter of 2019, we received notices from holders of the 2018 Notes electing to voluntarily convert approximately
$138.1 million in aggregate principal amount of the 2018 Notes. In February 2019, we notified the Trustee of our intention to exercise our Issuer’s
Conversion Option with respect to the remaining approximately $11.9 million in aggregate principal amount of 2018 Notes. In total, $150.0 million of the
2018 Notes were converted into approximately 19.5 million shares of our common stock and the bonds retired.

We currently have outstanding $51.3 million in aggregate principal amount of our 2014 Notes as of September 30, 2019. The 2014 Notes will mature on
February 1, 2034, unless earlier converted, redeemed, or repurchased in accordance with the terms of the 2014 Notes. Holders of the 2014 Notes may require
us to repurchase all or a portion of their 2014 Notes on each of February 6, 2021, February 6, 2024, and February 6, 2029 at a repurchase price in cash equal
to 100% of the principal amount of the Notes plus accrued and unpaid interest. If we undergo a fundamental change, as defined, holders of the 2014 Notes
may require us to repurchase the 2014 Notes in whole or in part for cash at a repurchase price equal to 100% of the principal amount of the 2014 Notes plus
accrued and unpaid interest.

We have a Revolving Credit Facility with Silicon Valley Bank, which matures on August 2, 2020. Amounts drawn under the Revolving Credit
Facility will be used for working capital and general corporate purposes. As of September 30, 2019, total availability under the Revolving Credit Facility was
$9.0 million. We currently have no outstanding debt under the Revolving Credit Facility, and we are in compliance with all the terms and conditions of the
loan agreement governing the Revolving Credit Facility. See Note 6 to the condensed consolidated financial statements included in this Form 10-Q for more
information about the Revolving Credit Facility.

We believe our existing cash, cash equivalents, and short-term investments will be sufficient to meet our working capital and capital expenditure needs
at least through December 31, 2020. However, we may experience lower than expected cash generated from sales of our products and services or greater than
expected capital expenditures, cost of revenue, or operating expenses, and we may need to raise additional capital to fund our operations, further our research
and development activities, or acquire or invest in a business.

Our future funding requirements will depend on many factors, including market acceptance of our products, the cost of our research and development
activities, the cost of filing and prosecuting patent applications, the cost associated with litigation or disputes relating to intellectual property rights or
otherwise, the cost and timing of regulatory clearances or approvals, if any, the cost and timing of establishing additional sales, marketing, and distribution
capabilities, the cost and timing of establishing additional technical support capabilities, and the effect of competing technological and market developments.
In the future, we may acquire businesses or technologies from third parties, and we may decide to raise additional capital through debt or equity financing to
the extent we believe this is necessary to successfully complete these acquisitions.

Off-Balance Sheet Arrangements

As of September 30, 2019, we did not have any off-balance sheet arrangements as defined in Item 303(a)(4) of the Securities and Exchange
Commission's Regulation S-K.

Contractual Obligations and Commitments

Our operating lease obligations include a lease for our current headquarters and leases for manufacturing, laboratory, warehousing and office space for
our foreign subsidiaries. In the first quarter of 2019, we entered into a lease for a new headquarters in California which is expected to commence in the first
quarter of 2020. Please see Note 7 to the financial statements for a discussion of our lease obligations.

Other than as disclosed above, there have been no material changes during the nine months ended September 30, 2019 to our contractual obligations
disclosed in our “Management’s Discussion and Analysis of Financial Condition and Results of Operations” included in our annual report on Form 10-K for
the year ended December 31, 2018.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk

Market risk represents the risk of loss that may impact our financial position due to adverse changes in financial market prices and rates. Our market
risk exposure is primarily a result of fluctuations in foreign currency exchange rates and interest rates. We do not hold or issue financial instruments for
trading purposes.

Foreign Currency Exchange Risk

As we expand internationally, our results of operations and cash flows will become increasingly subject to fluctuations due to changes in foreign
currency exchange rates. Our revenue is generally denominated in the local currency of the contracting party. Historically, the majority of our revenue has
been denominated in U.S. dollars. Our expenses are generally denominated in the currencies in which our operations are located, which is primarily in the
United States, with a portion of expenses incurred in Singapore and Canada where our manufacturing facilities are located. Our results of operations and cash
flows are, therefore, subject to fluctuations due to changes in foreign currency exchange rates. The volatility of exchange rates depends on many factors that
we cannot forecast with reliable accuracy. We have experienced and will continue to experience fluctuations in our net income or loss as a result of
transaction gains or losses related to revaluing certain current asset and current liability balances that are denominated in currencies other than the functional
currency of the entities in which they are recorded. For the nine months ended September 30, 2019 and 2018, our gains and losses related to changes in
foreign exchange rates was less than $0.1 million. To date, we have not entered into any foreign currency hedging contracts although we may do so in the
future. As our international operations grow, we will continue to reassess our approach to manage our risk relating to fluctuations in currency rates. If foreign
currency exchange rates had changed by 10% during the periods presented, it would not have had a material impact on our financial position or results of
operations.

Interest Rate Sensitivity

We had cash, cash equivalents and short-term investments of $62.8 million at September 30, 2019. These amounts were held primarily in cash on
deposit with banks, treasury bills and money market funds which are short-term. Cash and cash equivalents and investments are held for working capital
purposes. Due to the short-term nature of these investments, we believe that we do not have any material exposure to changes in the fair value of our
investment portfolio due to changes in interest rates. Declines in interest rates, however, will reduce future investment income. If overall interest rates had
decreased by 10% during the periods presented, our interest income would not have been materially affected.

Fair Value of Financial Instruments

We do not have material exposure to market risk with respect to investments. We do not use derivative financial instruments for speculative or trading
purposes. However, we may adopt specific hedging strategies in the future.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, evaluated the effectiveness of our disclosure
controls and procedures as of September 30, 2019. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the
Exchange Act, means controls and other procedures of a company that are designed to ensure that information required to be disclosed by a company in the
reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules
and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the company’s management,
including its principal executive and principal financial officers, as appropriate to allow timely decisions regarding required disclosure. Management
recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives
and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Based on the evaluation of
our disclosure controls and procedures as of September 30, 2019, our Chief Executive Officer and Chief Financial Officer concluded that, as of such date, our
disclosure controls and procedures were effective at the reasonable assurance level.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting that occurred during the three months ended September 30, 2019 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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Limitations on the Effectiveness of Controls

Control systems, no matter how well conceived and operated, are designed to provide a reasonable, but not an absolute, level of assurance that the
objectives of the control system are met. Further, the design of a control system must reflect the fact that there are resource constraints, and the benefits of
controls must be considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation of controls can provide absolute
assurance that all control issues and instances of fraud, if any, have been detected. Because of the inherent limitations in any control system, misstatements
due to error or fraud may occur and not be detected.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

In the normal course of business, we are from time to time involved in legal proceedings or potential legal proceedings, including matters involving
employment, intellectual property, or others. Although the results of litigation and claims cannot be predicted with certainty, we currently believe that the
final outcome of any currently pending matters would not have a material adverse effect on our business, operating results, financial condition, or cash flows.
Regardless of the outcome, litigation can have an adverse impact on us because of defense and settlement costs, diversion of management resources, and
other factors.

Item 1A. Risk Factors

Set forth below are the risks that we believe are material to our investors. Our risk factors disclosed in Part I, Item 1A, of our annual report on Form
10-K for the year ended December 31, 2018 provide additional disclosure and are incorporated herein by reference.

Risks Related to Fluidigm’s Business and Strategy

Our financial results and revenue growth rates have varied significantly from quarter-to-quarter and year-to-year due to a number of factors, and a
significant variance in our operating results or rates of growth, if any, could lead to substantial volatility in our stock price.

Our revenue, results of operations, and revenue growth rates have varied in the past and may continue to vary significantly from quarter-to-quarter or
year-to-year. We may experience substantial variability in our product mix from period-to-period as revenue from sales of our instruments relative to sales of
our consumables may fluctuate or deviate significantly from expectations. For example, our revenue declined year-over-year in 2016 compared to 2015, and
in 2017 compared to 2016. In 2018, we returned to revenue growth, but we may not be able to achieve similar revenue growth in future periods. We are also
increasingly dependent on our mass cytometry business, which is very capital intensive. Variability in our quarterly or annual results of operations, mix of
product revenue, including any decline in our mass cytometry revenue, or variability in rates of revenue growth, if any, may lead to volatility in our stock
price as research analysts and investors respond to these fluctuations. These fluctuations are due to numerous factors that are difficult to forecast, including:
fluctuations in demand for our products; changes in customer budget cycles and capital spending; seasonal variations in customer operations; tendencies
among some customers to defer purchase decisions to the end of the quarter; the large unit value of our systems, particularly our proteomics systems; changes
in our pricing and sales policies or the pricing and sales policies of our competitors; our ability to design, manufacture, market, sell, and deliver products to
our customers in a timely and cost-effective manner; fluctuations or reductions in revenue from sales of legacy instruments that may have contributed
significant revenue in prior periods; quality control or yield problems in our manufacturing operations; our ability to timely obtain adequate quantities of the
materials or components used in our products, which in certain cases are purchased through sole and single source suppliers; new product introductions and
enhancements by us and our competitors; unanticipated increases in costs or expenses; our complex, variable and, at times, lengthy sales cycle; global
economic conditions; and fluctuations in foreign currency exchange rates. Additionally, we have certain customers who have historically placed large orders
in multiple quarters during a calendar year. A significant reduction in orders from one or more of these customers could adversely affect our revenue and
operating results, and if these customers defer or cancel purchases or otherwise alter their purchasing patterns, our financial results and actual results of
operations could be significantly impacted. Other unknown or unpredictable factors also could harm our results.

The foregoing factors, as well as other factors, could materially and adversely affect our quarterly and annual results of operations and rates of revenue
growth, if any. We have experienced significant revenue growth in the past but we may not achieve similar growth rates in future periods. You should not rely
on our operating results for any prior quarterly or annual period as an indication of our future operating performance. If we are unable to achieve adequate
revenue growth, our operating results could suffer and our stock price could decline. In addition, a significant amount of our operating expenses are relatively
fixed due to our manufacturing, research and development, and sales and general administrative efforts. Any failure to adjust spending quickly enough to
compensate for a shortfall relative to our anticipated revenue could magnify the adverse impact of such shortfalls on our results of operations. We expect that
our sales will continue to fluctuate on an annual and quarterly basis and that our financial results for some periods may be below those projected by securities
analysts, which could significantly decrease the price of our common stock.
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We have incurred losses since inception, and we may continue to incur substantial losses for the foreseeable future.

We have incurred significant losses in each fiscal year since our inception, including net losses of $59.0 million, $60.5 million, and $76.0 million during
the years 2018, 2017, and 2016, respectively. As of September 30, 2019, we had an accumulated deficit of $611.0 million. These losses have resulted
principally from costs incurred in our research and development programs, and from our manufacturing costs and selling, general, and administrative
expenses. To date, we have funded our operations primarily through equity offerings, the issuance of debt instruments, and from sales of our products.

Until we are able to generate additional revenue to support our level of operating expenses, we will continue to incur operating and net losses and
negative cash flow from operations. We believe that our continued investment in research and development, sales, and marketing is essential to our long-term
competitive position and future revenue growth and, as a result, we may incur operating losses for the foreseeable future and may never achieve profitability.

The life science markets are highly competitive and subject to rapid technological change, and we may not be able to successfully compete.

The markets for our products are characterized by rapidly changing technology, evolving industry standards, changes in customer needs, emerging
competition, new product introductions, and strong price competition. We compete with both established and development stage life science research
companies that design, manufacture, and market instruments and consumables for gene expression analysis, single-cell targeted gene expression or protein
expression analysis, single nucleotide polymorphism genotyping, or SNP genotyping, polymerase chain reaction, or PCR, digital PCR, other nucleic acid
detection, flow cytometry, cell imaging, and additional applications using well established laboratory techniques, as well as newer technologies such as bead
encoded arrays, microfluidics, nanotechnology, high-throughput DNA sequencing, microdroplets, and photolithographic arrays. Most of our current
competitors have significantly greater name recognition, greater financial and human resources, broader product lines and product packages, larger sales
forces, larger existing installed bases, larger intellectual property portfolios, and greater experience and scale in research and development, manufacturing,
and marketing than we do. For example, companies such as 10X Genomics, Inc., Affymetrix, Inc. (now part of Thermo Fisher Scientific Inc.), Agena
Bioscience, Inc., Agilent Technologies, Inc., Becton, Dickinson and Company, Bio-Rad Laboratories, Inc., Cellular Research, Inc. (now a part of Becton,
Dickinson and Company), Danaher Corporation, Illumina, Inc., Life Technologies Corporation (now part of Thermo Fisher Scientific Inc.), LGC Limited,
Luminex Corporation, Millipore Corporation, NanoString Technologies, Inc., PerkinElmer, Inc. (through its acquisition of Caliper Life Sciences, Inc.),
RainDance Technologies, Inc. (acquisition by Bio-Rad Laboratories, Inc. pending), Roche Diagnostics Corporation, Sony Corporation, Thermo Fisher
Scientific Inc., WaferGen Bio-systems, Inc., Cytek Biosciences, Inc., Akoya Biosciences, Inc., Innova Biosciences Ltd., QIAGEN N.V., 1CellBio, Inc.,
Berkeley Lights, Inc., and Mission Bio, Inc. have products that compete in certain segments of the market in which we sell our products. In addition, we have
experienced increased competition in the single-cell genomics market, including new product releases from 10X Genomics, Inc. and WaferGen Bio-systems,
Inc., as well as the acquisition of Cellular Research by Becton Dickinson and Company and an announced exclusive partnership between Illumina, Inc. and
Bio-Rad Laboratories, Inc. In addition, due to the release of our Hyperion imaging mass cytometry system, we now are exposed to competition from
companies offering imaging-based systems, specialized reagents and/or services including Carl Zeiss Inc., Leica Biosystems, Nikon Corporation, Olympus
America Inc., Roche Diagnostics Corporation, PerkinElmer, Inc., Agilent Technologies, Inc., IonPath Inc., Zellwerk GmbH, Bruker Corporation, Shimadzu
Corporation, NanoString Technologies, Inc., and Neogenomics (Multiomyx).

Competitors may be able to respond more quickly and effectively than we can to new or changing opportunities, technologies, standards, or customer
requirements. In light of these advantages, even if our technology is more effective than the product or service offerings of our competitors, current or
potential customers might accept competitive products and services in lieu of purchasing our technology. We anticipate that we will continue to face increased
competition in the future as existing companies and competitors develop new or improved products and as new companies enter the market with new
technologies. Increased competition is likely to result in pricing pressures, which could reduce our profit margins and increase our sales and marketing
expenses. In addition, mergers, consolidations, or other strategic transactions between two or more of our competitors, or between our competitor and one of
our key customers, could change the competitive landscape and weaken our competitive position, adversely affecting our business.

Market opportunities may not develop as quickly as we expect, limiting our ability to successfully sell our products, or our product development and
strategic plans may change and our entry into certain markets may be delayed, if it occurs at all.

The application of our technologies to high-throughput genomics, single-cell genomics and, particularly, mass cytometry applications are in many cases
emerging market opportunities. We believe these opportunities will take several years to develop or
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mature and we cannot be certain that these market opportunities will develop as we expect. The future growth of our markets and the success of our products
depend on many factors beyond our control, including recognition and acceptance by the scientific community, and the growth, prevalence, and costs of
competing methods of genetic and protein analysis. Additionally, our success depends on the ability of our sales organization to successfully sell our products
into these new markets. If we are not able to successfully market and sell our products, or to achieve the revenue or margins we expect, our operating results
may be harmed and we may not recover our product development and marketing expenditures. In addition, our product development and strategic plans may
change, which could delay or impede our entry into these markets.

If our products fail to achieve and sustain sufficient market acceptance, our revenue will be adversely affected.

Our success depends on our ability to develop and market products that are recognized and accepted as reliable, enabling and cost-effective. Most of our
potential customers already use expensive research systems in their laboratories and may be reluctant to replace those systems. Market acceptance of our
systems will depend on many factors, including our ability to convince potential customers that our systems are an attractive alternative to existing
technologies. Compared to some competing technologies, our technology is relatively new, and most potential customers have limited knowledge of, or
experience with, our products. Prior to adopting our systems, some potential customers may need to devote time and effort to testing and validating our
systems. Any failure of our systems to meet these customer benchmarks could result in customers choosing to retain their existing systems or to purchase
systems other than ours, and revenue from the sale of legacy instruments that may have contributed significant revenue in prior periods may decrease.

In addition, it is important that our systems be perceived as accurate and reliable by the scientific and medical research community as a whole.
Historically, a significant part of our sales and marketing efforts has been directed at convincing industry leaders of the advantages of our systems and
encouraging such leaders to publish or present the results of their evaluation of our system. If we are unable to continue to induce leading researchers to use
our systems, or if such researchers are unable to achieve and publish or present significant experimental results using our systems, acceptance and adoption of
our systems will be slowed and our ability to increase our revenue would be adversely affected.

We may experience development or manufacturing problems or delays that could limit the potential growth of our revenue or increase our losses.

We may encounter unforeseen situations in the manufacturing and assembly of our products that would result in delays or shortfalls in our production.
For example, our production processes and assembly methods may have to change to accommodate any significant future expansion of our manufacturing
capacity, which may increase our manufacturing costs, delay production of our products, reduce our product margin, and adversely impact our business.
Conversely, if demand for our products shifts such that a manufacturing facility is operated below its capacity for an extended period, we may adjust our
manufacturing operations to reduce fixed costs, which could lead to uncertainty and delays in manufacturing times and quality during any transition period.

Additionally, all of our integrated fluidic circuits (IFCs) for commercial sale are manufactured at our facility in Singapore. Production of the elastomeric
block that is at the core of our IFCs is a complex process requiring advanced clean rooms, sophisticated equipment, and strict adherence to procedures. Any
contamination of the clean room, equipment malfunction, or failure to strictly follow procedures can significantly reduce our yield in one or more batches. We
have in the past experienced variations in yields due to such factors. A drop in yield can increase our cost to manufacture our IFCs or, in more severe cases,
require us to halt the manufacture of our IFCs until the problem is resolved. Identifying and resolving the cause of a drop in yield can require substantial time
and resources.

Furthermore, developing an IFC for a new application may require developing a specific production process for that type of IFC. While all of our IFCs
are produced using the same basic processes, significant variations may be required to ensure adequate yield of any particular type of IFC. Developing such a
process can be very time consuming, and any unexpected difficulty in doing so can delay the introduction of a product.

If our manufacturing activities are adversely impacted, or if we are otherwise unable to keep up with demand for our products by successfully
manufacturing, assembling, testing, and shipping our products in a timely manner, our revenue could be impaired, market acceptance for our products could
be adversely affected and our customers might instead purchase our competitors’ products.
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If our research and product development efforts do not result in commercially viable products within anticipated timelines, if at all, our business and
results of operations will be adversely affected.

Our business is dependent on the improvement of our existing products, our development of new products to serve existing markets, and our
development of new products to create new markets and applications that were previously not practical with existing systems. We intend to devote significant
personnel and financial resources to research and development activities designed to advance the capabilities of our technology. We have developed design
rules for the implementation of our technology that are frequently revised to reflect new insights we have gained about the technology. In addition, we have
discovered that biological or chemical reactions sometimes behave differently when implemented on our systems rather than in a standard laboratory
environment. Furthermore, many such reactions take place within the confines of single cells, which have also demonstrated unexpected behavior when
grown and manipulated within microfluidic environments. As a result, research and development efforts may be required to transfer certain reactions and cell
handling techniques to our systems. In the past, product development projects have been significantly delayed when we encountered unanticipated difficulties
in implementing a process on our systems. We may have similar delays in the future, and we may not obtain any benefits from our research and development
activities. Any delay or failure by us to develop and release new products or product enhancements would have a substantial adverse effect on our business
and results of operations.

Our products could have defects or errors, which may give rise to claims against us, adversely affect market adoption of our systems, and adversely
affect our business, financial condition, and results of operations.

Our systems utilize novel and complex technology and such systems may develop or contain undetected defects or errors. We cannot assure you that
material performance problems, defects, or errors will not arise, and as we increase the density and integration of our systems, these risks may increase. We
generally provide warranties that our systems will meet performance expectations and will be free from defects. The costs incurred in correcting any defects
or errors may be substantial and could adversely affect our operating margins. For example, we have experienced a performance issue with respect to certain
IFCs used in our C1 systems due to the presence of more than one cell in an IFC chamber. Although we have redesigned such C1 IFCs, we may experience
additional unexpected product defects or errors that could affect our ability to adequately address these performance issues.

In manufacturing our products, including our systems, IFCs, and assays, we depend upon third parties for the supply of various components, many of
which require a significant degree of technical expertise to produce. In addition, we purchase certain products from third-party suppliers for resale. If our
suppliers fail to produce components to specification or provide defective products to us for resale and our quality control tests and procedures fail to detect
such errors or defects, or if we or our suppliers use defective materials or workmanship in the manufacturing process, the reliability and performance of our
products will be compromised.

If our products contain defects, we may experience:

• a failure to achieve market acceptance or expansion of our product sales;

• loss of customer orders and delay in order fulfillment;

• damage to our brand reputation;

• increased cost of our warranty program due to product repair or replacement;

• product recalls or replacements;

• inability to attract new customers;

• diversion of resources from our manufacturing and research and development departments into our service department; and

• legal claims against us, including product liability claims, which could be costly and time consuming to defend and result in substantial damages.

In addition, certain of our products are marketed for use with products sold by third parties. For example, certain of our systems are marketed as
compatible with major next-generation DNA sequencing instruments. If such third-party products are not produced to specification, are produced in
accordance with modified specifications, or are defective, they may not be compatible with our products. In such case, the reliability and performance of our
products may be compromised.
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The occurrence of any one or more of the foregoing could negatively affect our business, financial condition, and results of operations.

Our business depends on research and development spending levels of our customers, a reduction in which could limit our ability to sell our
products and adversely affect our business.

We expect that our revenue in the foreseeable future will continue to be derived primarily from sales of our systems, IFCs, assays, and reagents to
academic research institutions, translational research and medicine centers, cancer centers, clinical research laboratories biopharmaceutical, biotechnology,
and agricultural biotechnology (Ag-Bio) companies, and contract research organizations worldwide. Our success will depend upon their demand for and use
of our products. Accordingly, the spending policies of these customers could have a significant effect on the demand for our technology. These policies may
be based on a wide variety of factors, including concerns regarding any future federal government budget sequestrations, the availability of resources to make
purchases, the spending priorities among various types of equipment, policies regarding spending during recessionary periods, and changes in the political
climate. In addition, academic, governmental, and other research institutions that fund research and development activities may be subject to stringent
budgetary constraints that could result in spending reductions, reduced allocations, or budget cutbacks, which could jeopardize the ability of these customers
to purchase our products. Our operating results may fluctuate substantially due to reductions and delays in research and development expenditures by these
customers. For example, reductions in capital and operating expenditures by these customers may result in lower than expected sales of our systems, IFCs,
assays, and reagents. These reductions and delays may result from factors that are not within our control, such as:

• changes in economic conditions;

• natural disasters;

• changes in government programs that provide funding to research institutions and companies;

• changes in the regulatory environment affecting life science and Ag-Bio companies engaged in research and commercial activities;

• differences in budget cycles across various geographies and industries;

• market-driven pressures on companies to consolidate operations and reduce costs;

• mergers and acquisitions in the life science and Ag-Bio industries; and

• other factors affecting research and development spending.

Any decrease in our customers’ budgets or expenditures, or in the size, scope, or frequency of capital or operating expenditures, could materially and
adversely affect our operations or financial condition.

If one or more of our manufacturing facilities become unavailable or inoperable, we will be unable to continue manufacturing our instruments,
IFCs, assays and/or reagents and, as a result, our business will be harmed until we are able to secure a new facility.

We manufacture our genomics analytical and preparatory instruments and IFCs for commercial sale at our facility in Singapore and our mass cytometry
instruments for commercial sale at our facility in Canada. Our assays and reagents for commercial sale have been manufactured at our headquarters in the
United States, however, we are consolidating our North American production activities into our Canada facility as part of our on-going efforts related to
operational excellence and improving efficiencies. No other manufacturing facilities are currently available to us, particularly facilities of the size and scope
of our Singapore and Canada operations. Our facilities and the equipment we use to manufacture our instruments, IFCs, assays, and reagents would be costly
to replace and could require substantial lead times to repair or replace. Our facilities may be harmed or rendered inoperable by natural or man-made disasters,
which may render it difficult or impossible for us to manufacture our products for some period of time. If any of our facilities become unavailable to us, we
cannot provide assurances that we will be able to secure a new manufacturing facility on acceptable terms, if at all. The inability to manufacture our products,
combined with our limited inventory of manufactured supplies, may result in the loss of customers or harm our reputation, and we may be unable to
reestablish relationships with those customers in the future. Although we possess insurance for damage to our property and the disruption of our business, this
insurance may not be sufficient to cover all of our potential losses and may not continue to
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be available to us on acceptable terms, or at all. If our manufacturing capabilities are impaired, we may not be able to manufacture and ship our products in a
timely manner, which would adversely impact our business.

We generate a substantial portion of our revenue internationally and our international business exposes us to business, regulatory, political,
operational, financial, and economic risks associated with doing business outside of the United States.

During the years 2018, 2017, and 2016, approximately 57%, 55%, and 49% respectively, of our product and service revenue was generated from sales
to customers located outside of the United States. We believe that a significant percentage of our future revenue will continue to come from international
sources as we expand our international operations and develop opportunities in other countries. Engaging in international business inherently involves a
number of difficulties and risks, including:

• required compliance with existing and changing foreign regulatory requirements and laws that are or may be applicable to our business in the
future, such as the European Union’s General Data Protection Regulation and other data privacy requirements, labor and employment regulations,
anticompetition regulations, the U.K. Bribery Act of 2010 and other anticorruption laws, and the RoHS and WEEE directives, which regulate the
use of certain hazardous substances in, and require the collection, reuse, and recycling of waste from, products we manufacture;

• required compliance with U.S. laws such as the Foreign Corrupt Practices Act, and other U.S. federal laws and regulations established by the
office of Foreign Asset Control;

• export requirements and import or trade restrictions;

• laws and business practices favoring local companies;

• longer payment cycles and difficulties in enforcing agreements and collecting receivables through certain foreign legal systems;

• changes in social, economic, and political conditions or in laws, regulations and policies governing foreign trade, manufacturing, development,
and investment both domestically as well as in the other countries and jurisdictions in which we operate and into which we sell our products,
including as a result of the 2016 advisory referendum approving the separation of the United Kingdom from the European Union (Brexit);

• potentially adverse tax consequences, tariffs, customs charges, bureaucratic requirements, and other trade barriers;

• difficulties and costs of staffing and managing foreign operations; and

• difficulties protecting or procuring intellectual property rights.

If one or more of these risks occurs, it could require us to dedicate significant resources to remedy, and if we are unsuccessful in finding a solution, our
financial results will suffer.

We are subject to fluctuations in the exchange rate of the U.S. Dollar and foreign currencies.

A majority of our product sales are currently denominated in U.S. dollars and fluctuations in the value of the U.S. dollar relative to foreign currencies
could decrease demand for our products and adversely impact our financial performance. For example, if the value of the U.S. dollar increases relative to
foreign currencies, our products could become more costly to the international consumer and therefore less competitive in international markets, or if the
value of the U.S. dollar decreases relative to the Singapore dollar or the Canadian dollar, it would become more costly in U.S. dollars for us to manufacture
our products in Singapore and/or in Canada. Additionally, our expenses are generally denominated in the currencies of the countries in which our operations
are located, which is primarily in the United States, with a portion of expenses incurred in Singapore and Canada where a significant portion of our
manufacturing operations are located. Our results of operations and cash flows are, therefore, subject to fluctuations due to changes in foreign currency
exchange rates. The volatility of exchange rates depends on many factors that we cannot forecast with reliable accuracy. We have experienced and will
continue to experience fluctuations in our net income or loss as a result of transaction gains or losses related to revaluing certain current asset and current
liability balances that are denominated in currencies other than the functional currency of the entities in which they are recorded. Fluctuations in currency
exchange rates could have an adverse impact on our financial results in the future.
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Any disruption or delay in the shipping or off-loading of our products, whether domestically or internationally, may have an adverse effect on our
financial condition and results of operations.

We rely on shipping providers to deliver products to our customers globally. Labor, tariff, or World Trade Organization-related disputes, piracy, physical
damage to shipping facilities or equipment caused by severe weather or terrorist incidents, congestion at shipping facilities, inadequate equipment to load,
dock, and offload our products, energy-related tie-ups, or other factors could disrupt or delay shipping or off-loading of our products domestically and
internationally. Such disruptions or delays may have an adverse effect on our financial condition and results of operations.

We are dependent on single and sole source suppliers for some of the components and materials used in our products, and the loss of any of these
suppliers could harm our business.

We rely on single and sole source suppliers for certain components and materials used in our products. Additionally, several of our instruments are
assembled at the facilities of contract manufacturers in Singapore. We do not have long term contracts with our suppliers of these components and materials
or our assembly service providers. The loss of a single or sole source supplier of any of the following components and/or materials would require significant
time and effort to locate and qualify an alternative source of supply, if at all:

• The IFCs used in our microfluidic systems are fabricated using a specialized polymer, and other specialized materials, that are available from a
limited number of sources. In the past, we have encountered quality issues that have reduced our manufacturing yield or required the use of
additional manufacturing processes.

• The electron multiplier detector included in the Hyperion/Helios systems and certain metal isotopes used with the Hyperion/Helios systems are
purchased from sole source suppliers.

• The raw materials for our Delta Gene and SNP Type assays and Access Array target-specific primers are available from a limited number of
sources.

Our reliance on single and sole source suppliers and assembly service providers also subjects us to other risks that could harm our business, including
the following:

• we may be subject to increased component or assembly costs and

• we may not be able to obtain adequate supply or services in a timely manner or on commercially reasonable terms.

We have in the past experienced quality control and supply problems with some of our suppliers, such as manufacturing errors, and may again
experience problems in the future. We may not be able to quickly establish additional or replacement suppliers, particularly for our single source components,
or assembly service providers. Any interruption or delay in the supply of components or materials or assembly of our instruments, or our inability to obtain
components, materials, or assembly services from alternate sources at acceptable prices in a timely manner, could impair our ability to meet the demand of
our customers and cause them to cancel orders or switch to competitive products.

Our future success is dependent upon our ability to expand our customer base and introduce new applications.

Our customer base is primarily composed of academic research institutions, translational research and medicine centers, cancer centers, clinical research
laboratories, biopharmaceutical, biotechnology, and Ag-Bio companies, and contract research organizations that perform analyses for research and
commercial purposes. Our success will depend, in part, upon our ability to increase our market share among these customers, attract additional customers
outside of these markets, and market new applications to existing and new customers as we develop such applications. Attracting new customers and
introducing new applications require substantial time and expense. For example, it may be difficult to identify, engage, and market to customers who are
unfamiliar with the current applications of our systems. Any failure to expand our existing customer base or launch new applications would adversely affect
our ability to increase our revenue.

We may not be able to develop new products or enhance the capabilities of our existing systems to keep pace with rapidly changing technology and
customer requirements, which could have a material adverse effect on our business, revenue, financial condition, and operating results.

Our success depends on our ability to develop new products and applications for our technology in existing and new markets, while improving the
performance and cost-effectiveness of our systems. New technologies, techniques, or products
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could emerge that might offer better combinations of price and performance than our current or future product lines and systems. Existing markets for our
products, including high-throughput genomics, single-cell genomics and mass cytometry, as well as potential markets for our products such as high-
throughput DNA sequencing and molecular applications, are characterized by rapid technological change and innovation. It is critical to our success for us to
anticipate changes in technology and customer requirements and to successfully introduce new, enhanced, and competitive technology to meet our customers’
and prospective customers’ needs on a timely and cost-effective basis. Developing and implementing new technologies will require us to incur substantial
development costs and we may not have adequate resources available to be able to successfully introduce new applications of, or enhancements to, our
systems. We cannot guarantee that we will be able to maintain technological advantages over emerging technologies in the future. While we typically plan
improvements to our systems, we may not be able to successfully implement these improvements. If we fail to keep pace with emerging technologies,
demand for our systems will not grow and may decline, and our business, revenue, financial condition, and operating results could suffer materially. In
addition, if we introduce enhanced systems but fail to manage product transitions effectively, customers may delay or forgo purchases of our systems and our
operating results may be adversely affected by product obsolescence and excess inventory. Even if we successfully implement some or all of these planned
improvements, we cannot guarantee that our current and potential customers will find our enhanced systems to be an attractive alternative to existing
technologies, including our current products.

Our business operations depend upon the continuing efforts of our management team and other skilled and experienced personnel, and if we are
unable to retain them or to recruit and train new key executives, scientists, and technical support personnel, we may be unable to achieve our goals.

Our success depends largely on the skills, experience, and performance of key members of our management team and key scientific and technical
support personnel. The loss of the services of any key member of our management team or our scientific or technical support staff might significantly delay or
prevent the development of our products or achievement of other business objectives by diverting management’s attention to transition matters and
identification of suitable replacements, if any, and could have a material adverse effect on our business. Our research and product development efforts could
also be delayed or curtailed if we are unable to attract, train, and retain highly skilled employees, particularly, senior scientists and engineers. We do not
maintain fixed term employment contracts or significant key man life insurance with any of our employees.

Additionally, to expand our research and product development efforts, we need to retain and recruit key scientists skilled in areas such as molecular and
cellular biology, assay development, and manufacturing. We also need highly trained technical support personnel with the necessary scientific background
and ability to understand our systems at a technical level to effectively support potential new customers and the expanding needs of current customers.
Competition for these people is intense and we may face challenges in retaining and recruiting such individuals if, for example, our stock price declines,
reducing the retention value of equity awards, or our business or technology is no longer perceived as leading in our field. Because of the complex and
technical nature of our systems and the dynamic market in which we compete, any failure to attract and retain a sufficient number of qualified employees
could materially harm our ability to develop and commercialize our technology.

Our business growth strategy involves the potential for significant acquisitions, and our operating results and prospects could be harmed if we are
unable to integrate future acquisitions successfully.

We may acquire other businesses to improve our product offerings or expand into new markets. Our future acquisition strategy will depend on our
ability to identify, negotiate, complete, and integrate acquisitions and, if necessary, to obtain satisfactory debt or equity financing to fund those acquisitions.
Mergers and acquisitions are inherently risky, and any transaction we complete may not be successful. Any merger or acquisition we may pursue would
involve numerous risks, including but not limited to the following:

• difficulties in integrating and managing the operations, technologies, and products of the companies we acquire;

• diversion of our management’s attention from normal daily operation of our business;

• our inability to maintain the key business relationships and the reputations of the businesses we acquire;

• our inability to retain key personnel of the acquired company;

• uncertainty of entry into markets in which we have limited or no prior experience and in which competitors have stronger market positions;

• our dependence on unfamiliar affiliates and customers of the companies we acquire;
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• insufficient revenue to offset our increased expenses associated with acquisitions;

• our responsibility for the liabilities of the businesses we acquire, including those which we may not anticipate; and

• our inability to maintain internal standards, controls, procedures, and policies.

We may be unable to secure the equity or debt funding necessary to finance future acquisitions on terms that are acceptable to us. If we finance
acquisitions by issuing equity or convertible debt securities, our existing stockholders will likely experience dilution, and if we finance future acquisitions
with debt funding, we will incur interest expense and may have to comply with financial covenants and secure that debt obligation with our assets.

Security breaches, loss of data, cyberattacks, and other information technology failures could disrupt our operations, damage our reputation, and
adversely affect our business, operations, and financial results.

We are dependent upon our data and information technology systems for the effective operation of our business and for the secure maintenance and
storage of confidential data relating to our business and third-party businesses. Our information technology systems may be damaged, disrupted or shut down
due to attacks by experienced programmers or hackers who may be able to penetrate our security controls and deploy computer viruses, cyberattacks,
phishing schemes, or other malicious software programs, or due to employee error or malfeasance, power outages, hardware failures, telecommunication or
utility failures, catastrophes or other unforeseen events, and our system redundancy and other disaster recovery planning may be ineffective or inadequate in
preventing or responding to any of these circumstances. Any such compromise of our information technology systems could result in the unauthorized
publication of our confidential business or proprietary information and unauthorized release of customer, supplier or employee data, any of which could
expose us to a risk of legal claims or proceedings, liability under privacy or other laws, disruption of our operations and damage to our reputation, which
could divert our management’s attention from the operation of our business and materially and adversely affect our business, revenues and competitive
position. In addition, our liability insurance may not be sufficient in type or amount to cover us against claims related to security breaches, cyberattacks and
other related breaches. The cost and operational consequences of implementing further data protection measures, either as a response to specific breaches or
as a result of evolving risks, could be significant. In addition, our inability to use or access our information systems at critical points in time could adversely
affect the timely and efficient operation of our business. Any delayed sales, significant costs or lost customers resulting from these technology failures could
adversely affect our business, operations, and financial results.

We have implemented security controls to protect our information technology infrastructure but, despite our efforts, we are not fully insulated from
technology disruptions that could adversely impact us. For example, in early March 2019, we experienced a ransomware attack that infiltrated and encrypted
certain of our information technology systems, including systems containing critical business data. Immediately following the attack, actions were taken to
recover the compromised systems and we believe we were able to restore their operation without significant loss of business data. Based on the nature of the
attack and its impact on our systems, we do not believe confidential data was lost or disclosed, but we are continuing to monitor the situation. If confidential
data is later determined to have been released in the course of this event, it is possible that we could be the subject of actions by governmental authorities or
claims from persons alleging they suffered damages from such a release. As of the date of this filing, we estimate the costs associated with the intrusion and
remediation to be approximately $0.1 million, net of insurance proceeds received. Although we believe we have now contained the disruption, we anticipate
additional work and expense in the future as we continue to respond to the attack and further enhance our security processes and initiatives.

In addition to risks affecting our own systems, we could also be negatively impacted by a data breach or cyber incident happening to a third party’s
network and affecting us. Third parties with which we conduct business have access to certain portions of our sensitive data, including information pertaining
to our customers and employees. In the event that these third parties do not adequately safeguard our data, security breaches could result and negatively
impact our business, operations, and financial results.

Our efficiency and cost-savings initiatives could be disruptive to our operations and adversely affect our results of operations and financial
condition, and we may not realize some or all of the anticipated benefits of these initiatives in the time frame anticipated or at all.

Since 2017, we have been implementing efficiency and cost-savings initiatives intended to stabilize our business operations and return to growth. These
efficiency initiatives have included targeted workforce reductions, optimizing our facilities, and reducing excess space. Further actions such as these may be
required on an ongoing basis to optimize our organization. For example, we may need to decrease or defer capital expenditures and development activities or
implement further operating
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expense reduction measures. The implementation of these efficiency and cost-savings initiatives could impair our ability to invest in developing, marketing
and selling new and existing products, be disruptive to our operations, make it difficult to attract or retain employees, result in higher than anticipated charges,
divert the attention of management, result in a loss of accumulated knowledge, impact our customer and supplier relationships, and otherwise adversely affect
our results of operations and financial condition. In addition, our ability to complete our efficiency and cost-savings initiatives and achieve the anticipated
benefits within the expected time frame is subject to estimates and assumptions and may vary materially from our expectations, including as a result of factors
that are beyond our control. Furthermore, our efforts to grow our business and become profitable may not be successful.

To use our products, our Biomark, EP1, and Helios/CyTOF 2 systems in particular, customers typically need to purchase specialized reagents. Any
interruption in the availability of these reagents for use in our products could limit our ability to market our products.

Our products, our Biomark, EP1, and Helios systems in particular, must be used in conjunction with one or more reagents designed to produce or
facilitate the particular biological or chemical reaction desired by the user. Many of these reagents are highly specialized and available to the user only from a
single supplier or a limited number of suppliers. Although we sell reagents for use with certain of our products, our customers may purchase these reagents
directly from third-party suppliers, and we have no control over the supply of those materials. In addition, our products are designed to work with these
reagents as they are currently formulated. We have no control over the formulation of reagents sold by third-party suppliers, and the performance of our
products might be adversely affected if the formulation of these reagents is changed. If one or more of these reagents were to become unavailable or were
reformulated, our ability to market and sell our products could be materially and adversely affected.

In addition, the use of a reagent for a particular process may be covered by one or more patents relating to the reagent itself, the use of the reagent for
the particular process, the performance of that process, or the equipment required to perform the process. Typically, reagent suppliers, who are either the
patent holders or their authorized licensees, sell the reagents along with a license or covenant not to sue with respect to such patents. The license
accompanying the sale of a reagent often purports to restrict the purposes for which the reagent may be used. If a patent holder or authorized licensee were to
assert against us or our customers that the license or covenant relating to a reagent precluded its use with our systems, our ability to sell and market our
products could be materially and adversely affected. For example, our Biomark system involves real-time quantitative polymerase chain reaction (qPCR)
technology. Leading suppliers of reagents for real-time qPCR reactions include Life Technologies Corporation (now part of Thermo Fisher Scientific) and
Roche Diagnostics Corporation, who are our direct competitors, and their licensees. These real-time qPCR reagents are typically sold pursuant to limited
licenses or covenants not to sue with respect to patents held by these companies. We do not have any contractual supply agreements for these real-time qPCR
reagents, and we cannot assure you that these reagents will continue to be available to our customers for use with our systems, or that these patent holders will
not seek to enforce their patents against us, our customers, or suppliers.

If we seek to be regulated as a medical device manufacturer by the U.S. Food and Drug Administration and foreign regulatory authorities, and seek
approval and/or clearance for our products, the regulatory approval process would take significant time and expense and could fail to result in FDA
clearance or approval for the intended uses we believe are commercially attractive. If our products were successfully approved and/or cleared, we
would be subject to ongoing and extensive regulatory requirements, which would increase our costs and divert resources away from other projects.
If we obtained FDA clearance or approval and we failed to comply with these requirements, our business and financial condition could be adversely
impacted.

Our products are currently labeled, promoted and sold to academic research institutions, translational research and medicine centers, cancer centers,
clinical research laboratories, contract research organizations, and biopharmaceutical, biotechnology, and Ag-Bio companies “for research use only” (RUO),
and are not designed, or intended to be used, for clinical diagnostic tests or as medical devices as currently marketed. Before we can begin to label and market
our products for use as, or in the performance of, clinical diagnostics in the United States, thereby subjecting them to FDA regulation as medical devices, we
would be required to obtain premarket 510(k) clearance or premarket approval from the FDA, unless an exception applies.

We may in the future register with the FDA as a medical device manufacturer and list some of our products with the FDA pursuant to an FDA Class I
listing for general purpose laboratory equipment. While this regulatory classification is exempt from certain FDA requirements, such as the need to submit a
premarket notification commonly known as a 510(k), and some of the requirements of the FDA’s Quality System Regulations, or QSRs, we would be subject
to ongoing FDA “general controls,” which include compliance with FDA regulations for labeling, inspections by the FDA, complaint evaluation, corrections
and removals
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reporting, promotional restrictions, reporting adverse events or malfunctions for our products, and general prohibitions against misbranding and adulteration.

In addition, we may in the future submit 510(k) premarket notifications to the FDA to obtain FDA clearance of certain of our products on a selected
basis. It is possible, in the event we elect to submit 510(k) applications for certain of our products, that the FDA would take the position that a more
burdensome premarket application, such as a premarket approval application or a de novo application is required for some of our products. If such
applications were required, greater time and investment would be required to obtain FDA approval. Even if the FDA agreed that a 510(k) was appropriate,
FDA clearance can be expensive and time consuming. It generally takes a significant amount of time to prepare a 510(k), including conducting appropriate
testing on our products, and several months to years for the FDA to review a submission. Notwithstanding the effort and expense, FDA clearance or approval
could be denied for some or all of our products. Even if we were to seek and obtain regulatory approval or clearance, it may not be for the intended uses we
believe are important or commercially attractive.

If we sought and received regulatory clearance or approval for certain of our products, we would be subject to ongoing FDA obligations and continued
regulatory oversight and review, including the general controls listed above and the FDA’s QSRs for our development and manufacturing operations. In
addition, we would be required to obtain a new 510(k) clearance before we could introduce subsequent modifications or improvements to such products. We
could also be subject to additional FDA post-marketing obligations for such products, any or all of which would increase our costs and divert resources away
from other projects. If we sought and received regulatory clearance or approval and are not able to maintain regulatory compliance with applicable laws, we
could be prohibited from marketing our products for use as, or in the performance of, clinical diagnostics and/or could be subject to enforcement actions,
including warning letters and adverse publicity, fines, injunctions, and civil penalties; recall or seizure of products; operating restrictions; and criminal
prosecution.

In addition, we could decide to seek similar regulatory clearance or approval for certain of our products in countries outside of the United States. Sales
of such products outside the United States will likely be subject to foreign regulatory requirements, which can vary greatly from country to country. As a
result, the time required to obtain clearances or approvals outside the United States may differ from that required to obtain FDA clearance or approval and we
may not be able to obtain foreign regulatory approvals on a timely basis or at all. Clearance or approval by the FDA does not ensure approval by regulatory
authorities in other countries, and approval by one foreign regulatory authority does not ensure approval by regulatory authorities in other countries or by the
FDA. In Europe, we would need to comply with the Medical Device Directive 93/42 EEC and/or the In Vitro Diagnostics Directive 98/79/EC, which are
required to market medical devices in the European Union. These directives are being replaced by Medical Device Regulation 2017/745 and In Vitro
Diagnostic Regulation 2017/746, with official entry into force in May 26, 2017 and date of applications of May 26, 2020 and May 26, 2022 respectively. This
will increase the difficulty of regulatory approvals in Europe in the future. In addition, the FDA regulates exports of medical devices. Failure to comply with
these regulatory requirements or obtain and maintain required approvals, clearances and certifications could impair our ability to commercialize our products
for diagnostic use outside of the United States.

Our products could become subject to regulation as medical devices by the FDA or other regulatory agencies before we have obtained regulatory
clearance or approval to market our products for diagnostic purposes, which would adversely impact our ability to market and sell our products
and harm our business.

As products that are currently labeled, promoted and intended “for research use only” (RUO), our products are not currently subject to regulation as
medical devices by the FDA or comparable agencies of other countries. However, the FDA or comparable agencies of other countries could disagree with our
conclusion that our products are currently intended for research use only or deem our current sales, marketing and promotional efforts as being inconsistent
with research use only products. For example, our customers may independently elect to use our research use only labeled products in their own laboratory
developed tests (LDTs) for clinical diagnostic use. The FDA has historically exercised enforcement discretion in not enforcing the medical device regulations
against laboratories offering LDTs. However, on October 3, 2014, the FDA issued two draft guidance documents that set forth the FDA’s proposed risk-based
framework for regulating LDTs, which are designed, manufactured, and used within a single laboratory. The draft guidance documents provide the anticipated
details through which the FDA would propose to establish an LDT oversight framework, including premarket review for higher-risk LDTs, such as those that
have the same intended use as FDA-approved or cleared companion diagnostic tests currently on the market. In January 2017, the FDA announced that it
would not issue final guidance on the oversight of LDTs and LDT manufacturers, but would seek further public discussion on an appropriate oversight
approach, and give Congress an opportunity to develop a legislative solution. Any future legislative or administrative rule making or oversight of LDTs and
LDT manufacturers, if and when finalized, may impact the sales of our products and how customers use our products, and may require us to change our
business model in order to maintain compliance with these laws. We cannot predict how these various efforts will be resolved, how Congress or the FDA will
regulate LDTs in the future, or how that regulatory system will impact our business.
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Additionally, on November 25, 2013, the FDA issued Final Guidance “Distribution of In Vitro Diagnostic Products Labeled for Research Use Only.”
The guidance emphasizes that the FDA will review the totality of the circumstances when it comes to evaluating whether equipment and testing components
are properly labeled as RUO. The final guidance states that merely including a labeling statement that the product is for research purposes only will not
necessarily render the device exempt from the FDA’s clearance, approval, and other regulatory requirements if the circumstances surrounding the distribution,
marketing and promotional practices indicate that the manufacturer knows its products are, or intends for its products to be, used for clinical diagnostic
purposes. These circumstances may include written or verbal sales and marketing claims or links to articles regarding a product’s performance in clinical
applications and a manufacturer’s provision of technical support for clinical applications.

If the FDA modifies its approach to our products labeled and intended as RUO, or otherwise determines our products or related applications should be
subject to additional regulation as in vitro diagnostic devices based upon customers’ use of our products for clinical diagnostic or therapeutic purposes, before
we have obtained regulatory clearance or approval to market our products for diagnostic purposes, our ability to market and sell our products could be
impeded and our business, prospects, results of operations and financial condition may be adversely affected. In addition, if the FDA determines that our
products labeled as RUO were intended, based on a review of the totality of circumstances, for use in clinical investigation or diagnosis, those products could
be considered misbranded or adulterated under the Federal Food, Drug, and Cosmetic Act and subject to recall and/or other enforcement action.

Compliance or the failure to comply with current and future regulations affecting our products and business operations worldwide, such as
environmental regulations enacted in the European Union, could cause us significant expense and adversely impact our business.

We are subject to many federal, state, local, and foreign regulations relating to various aspects of our business operations. Governmental entities at all
levels are continuously enacting new regulations, and it is difficult to identify all applicable regulations and anticipate how such regulations will be
implemented and enforced. We continue to evaluate the necessary steps for compliance with applicable regulations. To comply with applicable regulations,
we have and will continue to incur significant expense and allocate valuable internal resources to manage compliance-related issues. In addition, such
regulations could restrict our ability to expand or equip our facilities, or could require us to acquire costly equipment or to incur other significant expenses to
comply with the regulations. For example, the Restriction on the Use of Certain Hazardous Substances in Electrical and Electronic Equipment Directive, or
RoHS, and the Waste Electrical and Electronic Equipment Directive, or WEEE, enacted in the European Union, regulate the use of certain hazardous
substances in, and require the collection, reuse, and recycling of waste from, products we manufacture. Certain of our products sold in these countries are
subject to WEEE and RoHS. These and similar regulations that have been or are in the process of being enacted in other countries may require us to redesign
our products, use different types of materials in certain components, or source alternative components to ensure compliance with applicable standards, and
may reduce the availability of parts and components used in our products by negatively impacting our suppliers’ ability to source parts and components in a
timely and cost-effective manner.

Any such redesigns, required use of alternative materials, or limited availability of parts and components used in our products may detrimentally impact
the performance of our products, add greater testing lead times for product introductions, reduce our product margins, or limit the markets for our products,
and if we fail to comply with any present and future regulations, we could be subject to future fines, penalties, and restrictions, such as the suspension of
manufacturing of our products or a prohibition on the sale of products we manufacture. Any of the foregoing could adversely affect our business, financial
condition, or results of operations.

If we fail to maintain effective internal control over financial reporting in the future, the accuracy and timing of our financial reporting may be
impaired, which could adversely affect our business and our stock price.

The Sarbanes-Oxley Act requires, among other things, that we maintain effective internal control over financial reporting and disclosure controls and
procedures. In particular, we must perform system and process evaluation and testing of our internal control over financial reporting to allow management to
report on the effectiveness of our internal control over financial reporting, as required by Section 404 of the Sarbanes-Oxley Act. Our testing may reveal
deficiencies in our internal control over financial reporting that are deemed to be material weaknesses.

Our compliance with Section 404 requires that we incur substantial accounting expense and expend significant management time on compliance-related
issues. We currently do not have an internal audit group, and we continue to evaluate our need for additional accounting and financial staff with appropriate
public company experience and technical accounting knowledge. Moreover, if we do not comply with the requirements of Section 404, or if we or our
independent registered public accounting firm identify deficiencies in our internal control over financial reporting that are deemed to be material weaknesses,
the market
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price of our stock could decline and we could be subject to sanctions or investigations by the Nasdaq Global Select Market (Nasdaq), the SEC, or other
regulatory authorities, which would require additional financial and management resources.

Impairment of our goodwill or other intangible assets could materially and adversely affect our business, operating results, and financial condition.

As of December 31, 2018, we had approximately $165.9 million of goodwill and net intangible assets, including approximately $104.1 million of
goodwill and $61.8 million of net intangible assets. These assets represent a significant portion of the assets recorded on our consolidated balance sheet and
relate primarily to our acquisition of DVS Sciences, Inc., or DVS, in February 2014. In addition, if in the future we acquire additional businesses,
technologies, or other intangible assets, a substantial portion of the value of such assets may be recorded as goodwill or intangible assets.

The carrying amounts of goodwill and intangible assets are affected whenever events or changes in circumstances indicate that their carrying amounts
may not be recoverable. We review goodwill and indefinite lived intangible assets for impairment at least annually and more frequently under certain
circumstances. Other intangible assets that are deemed to have finite useful lives will continue to be amortized over their useful lives but must be reviewed for
impairment when events or changes in circumstances indicate that the carrying amount of these assets may not be recoverable. Events or changes in
circumstances that could affect the likelihood that we will be required to recognize an impairment charge include declines in our stock price or market
capitalization, declines in our market share or revenues, an increase in our losses, rapid changes in technology, failure to achieve the benefits of capacity
increases and utilization, significant litigation arising out of an acquisition, or other matters. In particular, these or other adverse events or changes in
circumstances may affect the estimated undiscounted future operating cash flows expected to be derived from our goodwill and intangible assets. Any
impairment charges could have a material adverse effect on our operating results and net asset value in the quarter in which we recognize the impairment
charge. We cannot provide assurances that we will not in the future be required to recognize impairment charges.

Our future capital needs are uncertain and we may need to raise additional funds in the future, which may cause dilution to stockholders or may be
upon terms that are not favorable to us.

We believe that our existing cash and cash equivalents and availability under the Revolving Credit Facility will be sufficient to meet our anticipated
cash requirements through at least December 31, 2020. We have continued to experience losses and, if that trend continues, we may need to seek additional
sources of financing. In addition, we may need to raise substantial additional capital for various purposes, including:

• expanding the commercialization of our products;
• funding our operations;
• furthering our research and development; and
• acquiring other businesses or assets and licensing technologies.

Our future funding requirements will depend on many factors, including:

• market acceptance of our products;
• the cost of our research and development activities;
• the cost of filing and prosecuting patent applications;
• the cost of defending any litigation including intellectual property, employment, contractual or other litigation;
• the cost and timing of regulatory clearances or approvals, if any;
• the cost and timing of establishing additional sales, marketing, and distribution capabilities;
• the cost and timing of establishing additional technical support capabilities;
• fluctuations in cash demands (e.g., due to interest or principal payments or payouts under existing cash compensation plans);
• variability in sales and timing of related cash collections;
• the effectiveness of our recent efficiency and cost-savings initiatives;
• the effect of competing technological and market developments; and
• the extent to which we acquire or invest in businesses, products, and technologies, although we currently have no commitments or agreements

relating to any of these types of transactions.
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To the extent we draw on our Revolving Credit Facility or otherwise incur additional indebtedness, the risks described above could increase. Further, if
we increase our indebtedness, our actual cash requirements in the future may be greater than expected. Our cash flow from operations may not be sufficient to
repay all of the outstanding debt as it becomes due, and we cannot assure you that we will be able to obtain additional funds on acceptable terms, or at all. If
we raise additional funds by issuing equity securities, our stockholders may experience dilution. Debt financing in addition to the Revolving Credit Facility, if
available, may involve covenants restricting our operations or our ability to incur additional debt. Any additional debt or equity financing that we raise may
contain terms that are not favorable to us or our stockholders. If we raise additional funds through collaboration and licensing arrangements with third parties,
it may be necessary to relinquish some rights to our technologies or our products, or grant licenses on terms that are not favorable to us. If we do not have or
are unable to raise adequate funds, we may have to liquidate some or all of our assets, delay development or commercialization of our products, or license to
third parties the rights to commercialize products or technologies that we would otherwise seek to commercialize. We also may have to reduce marketing,
customer support, research and development, or other resources devoted to our products, or cease operations. Any of these factors could harm our operating
results.

If we fail to comply with the covenants and other obligations under our credit facility, the lenders may be able to accelerate amounts owed under the
facilities and may foreclose upon the assets securing our obligations.

In August 2018, we entered into the Revolving Credit Facility, which provides for secured revolving loans in an aggregate amount of up to $15.0
million. The Revolving Credit Facility is secured by substantially all of our assets, other than intellectual property. The Revolving Credit Facility contains
customary affirmative and negative covenants which, unless waived by the bank, limit our ability to, among other things, incur additional indebtedness, grant
liens, make investments, repurchase stock, pay dividends, transfer assets, enter into affiliate transactions, undergo a change of control, or engage in merger
and acquisition activity, including merging or consolidating with a third party. If we fail to comply with the covenants and our other obligations under the
Revolving Credit Facility, the lenders would be able to accelerate the required repayment of amounts due under the Revolving Credit Facility and, if they are
not repaid, could foreclose upon the assets securing our obligations under the Revolving Credit Facility.

We are subject to risks related to taxation in multiple jurisdictions and if taxing authorities disagree with our interpretations of existing tax laws or
regulations, our effective income tax rate could be adversely affected and we could have additional tax liability.

We are subject to income taxes in both the United States and certain foreign jurisdictions. Significant judgments based on interpretations of existing tax
laws or regulations are required in determining the provision for income taxes. For example, we have made certain interpretations of existing tax laws or
regulations based upon the operations of our business internationally and we have implemented intercompany agreements based upon these interpretations
and related transfer pricing analyses. If the U.S. Internal Revenue Service or other taxing authorities disagree with the positions, our effective income tax rate
could be adversely affected and we could have additional tax liability, including interest and penalties. We recently completed a review of our European
corporate structure and tax positions and, based upon our existing business operations, we restructured our European intercompany transactions, which
increased our income tax liability. From time to time, we may review our corporate structure and tax positions in other international jurisdictions and such
review may result in additional changes to how we structure our international business operations, which may adversely impact our effective income tax rate.
Our effective income tax rate could also be adversely affected by changes in the mix of earnings in tax jurisdictions with different statutory tax rates, changes
in the valuation of deferred tax assets and liabilities, changes in existing tax laws or tax rates, changes in the level of non-deductible expenses (including
share-based compensation), changes in our future levels of research and development spending, mergers and acquisitions, or the result of examinations by
various tax authorities. Legislation commonly referred to as the 2017 Tax Cuts and Jobs Act was enacted in the United States on December 22, 2017 and
introduced a number of changes to U.S. federal income tax, the consequences to us of which have not yet been fully determined and which could have
material impact on the value of our deferred tax assets, could result in significant one-time charges in the current or future taxable years, and could increase
our future U.S. tax expense. Payment of additional amounts as a result of changes in applicable tax law or upon final adjudication of any disputes could have
a material impact on our results of operations and financial position.

Our ability to use net operating loss carryforwards to offset future taxable income for U.S. federal income tax purposes and other tax benefits may
be limited.

Section 382 of the Internal Revenue Code of 1986, as amended, referred to as the “Code,” imposes an annual limitation on the amount of taxable
income that may be offset if a corporation experiences an “ownership change” as defined in Section 382 of the Code. An ownership change occurs when a
company’s “five-percent shareholders” (as defined in Section 382 of the Code)
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collectively increase their ownership in the company by more than 50 percentage points (by value) over a rolling three-year period. Additionally, various
states have similar limitations on the use of state net operating losses, referred to as our NOLs, following an ownership change.

If we experience an ownership change, our ability to use our NOLs, any loss or deduction attributable to a “net unrealized built-in loss” and other tax
attributes, which we refer to as tax benefits, could be substantially limited, and the timing of the usage of the tax benefits could be substantially delayed,
which could significantly impair the value of the tax benefits.  There is no assurance that we will be able to fully utilize the tax benefits and we could be
required to record an additional valuation allowance related to the amount of the tax benefits that may not be realized, which could adversely impact our
results of operations.

We believe that these tax benefits are a valuable asset for us. However, legislation commonly known as the 2017 Tax Cuts and Jobs Act includes a
decrease in the U.S. federal corporate income tax rate from 35% to 21%, and our tax benefits were revalued at the newly enacted rate. We do not expect this
to have a material impact on our financial statements because we currently maintain a full valuation allowance on our U.S. deferred tax assets; however, this
reduction in the U.S. federal corporate income tax rate results in a corresponding reduction in the value of our tax benefits. On November 21, 2016, our board
of directors approved a tax benefit preservation plan, or Tax Benefit Preservation Plan, in an effort to protect our tax benefits during the effective period of the
tax benefit preservation plan. Our board of directors elected to let the Tax Benefit Preservation Plan expire in August 2017 based on its determination, in
consultation with our management and tax advisors, that our NOLs were not at material risk of limitation based on an ownership change pursuant to Section
382. Our board of directors will continue to monitor our NOLs, however, and could elect to adopt a similar plan if it believes a potential risk exists that our
NOLs could be limited. Any future tax benefit preservation plan could make it more difficult for a third party to acquire, or could discourage a third party
from acquiring, us or a large block of our common stock.

Adverse conditions in the global economy and disruption of financial markets may significantly harm our revenue, profitability, and results of
operations.

The global credit and financial markets have in recent years experienced volatility and disruptions, including diminished liquidity and credit availability,
increased concerns about inflation and deflation, and the downgrade of U.S. debt and exposure risks on other sovereign debts, decreased consumer
confidence, lower economic growth, volatile energy costs, increased unemployment rates, and uncertainty about economic stability. In addition, certain
geopolitical events, including the prolonged shutdown of the United States government and the ongoing negotiation of the United Kingdom’s withdrawal
from the European Union, have caused significant economic, market, political and regulatory uncertainty in some of our markets. Volatility and disruption of
financial markets could limit our customers’ ability to obtain adequate financing or credit to purchase and pay for our products in a timely manner or to
maintain operations, which could result in a decrease in sales volume that could harm our results of operations. General concerns about the fundamental
soundness of domestic and international economies may also cause our customers to reduce their purchases. Changes in governmental banking, monetary, and
fiscal policies to address liquidity and increase credit availability may not be effective. Significant government investment and allocation of resources to assist
the economic recovery of sectors which do not include our customers may reduce the resources available for government grants and related funding for life
science, Ag-Bio, and clinical research and development. Continuation or further deterioration of these financial and macroeconomic conditions could
significantly harm our sales, profitability, and results of operations.

If we are unable to expand our direct sales and marketing force or distribution capabilities to adequately address our customers’ needs, our business
may be adversely affected.

We may not be able to market, sell, and, distribute our products effectively enough to support our planned growth. We sell our products primarily
through our own sales force and through distributors in certain territories. Our future sales will depend in large part on our ability to continue to develop and
substantially expand our direct sales force and to increase the scope of our marketing efforts. Our products are technically complex and used for highly
specialized applications. As a result, we believe it is necessary to continue to develop a direct sales force that includes people with specific scientific
backgrounds and expertise, and a marketing group with technical sophistication. Competition for such employees is intense. In addition, we have experienced
significant changes in our sales organization in recent quarters due to reorganizations and changes in leadership. We may not be able to attract and retain
personnel or be able to build an efficient and effective sales and marketing force, which would negatively impact sales of our products and reduce our revenue
and profitability.

In addition, we may continue to enlist one or more sales representatives and distributors to assist with sales, distribution, and customer support globally
or in certain regions of the world. If we do seek to enter into such arrangements, we may not be successful in attracting desirable sales representatives and
distributors, or we may not be able to enter into such arrangements on favorable terms. If our sales and marketing efforts, or those of any third-party sales
representatives and distributors, are not
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successful, our technologies and products may not gain market acceptance, which would materially and adversely impact our business operations.

If we seek to implement a company-wide enterprise resource planning (ERP) system, such implementation could adversely affect our business and
results of operations or the effectiveness of internal control over financial reporting.

We have considered implementing a company-wide ERP system to handle the business and financial processes within our operations and corporate
functions. ERP implementations are complex and time-consuming projects that involve substantial expenditures on system software and implementation
activities that can continue for several years. ERP implementations also require transformation of business and financial processes in order to reap the benefits
of the ERP system. If we decide to implement a company-wide ERP system, our business and results of operations could be adversely affected if we
experience operating problems and/or cost overruns during the ERP implementation process, or if the ERP system and the associated process changes do not
give rise to the benefits that we expect. If we do not effectively implement the ERP system as planned or if the system does not operate as intended, our
business, results of operations, and internal controls over financial reporting could be adversely affected.

Changes in accounting principles, or interpretations thereof, could have a significant impact on our financial position and results of operations.

We prepare our consolidated financial statements in accordance with accounting principles generally accepted in the United States of America, referred
to as U.S. GAAP. These principles are subject to interpretation by the SEC and various bodies formed to interpret and create appropriate accounting
principles. A change in these principles can have a significant effect on our reported results and may even retroactively affect previously reported
transactions. Additionally, the adoption of new or revised accounting principles may require that we make significant changes to our systems, processes and
controls.

For example, the U.S.-based Financial Accounting Standards Board (FASB) is currently working together with the International Accounting Standards
Board, referred to IASB, on several projects to further align accounting principles and facilitate more comparable financial reporting between companies who
are required to follow U.S. GAAP under SEC regulations and those who are required to follow International Financial Reporting Standards outside of the
United States. These efforts by the FASB and IASB may result in different accounting principles under U.S. GAAP that may result in materially different
financial results for us in areas including, but not limited to, principles for recognizing revenue and lease accounting. Additionally, significant changes to U.S.
GAAP resulting from the FASB’s and IASB’s efforts may require that we change how we process, analyze and report financial information and that we
change financial reporting controls. Additionally, the FASB issued new guidance (ASU 2014-09) Revenue from Contracts with Customers (Topic 606) which
supersedes nearly all existing U.S. GAAP revenue recognition guidance. The new guidance was effective for our fiscal year 2018. We adopted ASU 2014-09
in the first quarter of 2018 using the modified retrospective method. Under the modified retrospective method, periods prior to the adoption of ASU 2014-09
are not restated and the cumulative effect of initially applying the new standard is reflected in the opening balance of retained earnings as of January 1, 2018.
To date, the adoption has not had a material impact on our consolidated financial statements. Additional disclosures are required for significant differences
between the reported results under the new standard and those that would have been reported under the legacy standard, which required us to make certain
changes to our business processes and controls to support revenue recognition and disclosure under the new standard.

The FASB also issued Accounting Standards Update (ASU) 2016-02, Leases (Topic 842). The core principle is that lessees should recognize the assets
and liabilities arising from leases on the balance sheet. Under the new standard, lessees will be required to recognize lease assets and liabilities for all leases,
with certain exceptions, on their balance sheets. We adopted ASU 2016-02 as of January 1, 2019. The adoption of this standard had a material impact on our
consolidated financial statements. We continue to identify the appropriate changes to our business processes, systems, and controls to support the new lease
standard and the required disclosures under the new standard.

It is not clear if or when these and other potential changes in accounting principles may become effective, whether we have the proper systems and
controls in place to accommodate such changes and the impact that any such changes may have on our financial position and results of operations.

We have a significant amount of outstanding indebtedness, and our financial condition and results of operations could be adversely affected if we do
not efficiently manage our liabilities.

We have significant outstanding convertible debt, and may be required to repay, refinance or restructure a portion of such debt before 2021. As of June
30, 2019, we had outstanding $51.3 million aggregate principal amount of our 2014 Notes. The 2014
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Notes will mature on February 1, 2034, unless earlier converted, redeemed, or repurchased in accordance with the terms of the 2014 Notes. Holders of the
2014 Notes may require us to repurchase all or a portion of their 2014 Notes on each of February 6, 2021, February 6, 2024, and February 6, 2029 at a
repurchase price in cash equal to 100% of the principal amount of the Notes plus accrued and unpaid interest. If we undergo a fundamental change, as defined
in the terms of each of the applicable series of Notes, holders of the 2014 Notes may require us to repurchase the 2014 Notes in whole or in part for cash at a
repurchase price equal to 100% of the principal amount of the 2014 Notes plus accrued and unpaid interest. If we refinance the debt owed under the 2014
Notes, we may issue additional convertible notes or other debt, which could include additional company obligations and represent more dilution to existing
stockholders and noteholders.

This significant amount of debt has important risks to us and our investors, including:

• requiring a portion of our cash flow from operations to make interest payments on this debt;

• increasing our vulnerability to general adverse economic and industry conditions;

• reducing the cash flow available to fund capital expenditures and other corporate purposes and to grow our business;

• limiting our flexibility in planning for, or reacting to, changes in our business and the industry; and

• limiting our ability to borrow additional funds as needed or take advantage of business opportunities as they arise.

In addition, to the extent we draw on our Revolving Credit Facility or otherwise incur additional indebtedness, the risks described above could
increase. Further, if we increase our indebtedness, our actual cash requirements in the future may be greater than expected. Our cash flow from operations
may not be sufficient to repay all of the outstanding debt as it becomes due, and we may not be able to borrow money, sell assets or otherwise raise funds on
acceptable terms, or at all, to refinance our debt.

Risks Related to Intellectual Property

Our ability to protect our intellectual property and proprietary technology through patents and other means is uncertain.

Our commercial success depends in part on our ability to protect our intellectual property and proprietary technologies. We rely on patent protection,
where appropriate and available, as well as a combination of copyright, trade secret, and trademark laws, and nondisclosure, confidentiality, and other
contractual restrictions to protect our proprietary technology. However, these legal means afford only limited protection and may not adequately protect our
rights or permit us to gain or keep any competitive advantage. We apply for patents covering our products and technologies and uses thereof, as we deem
appropriate. However, we may fail to apply for patents on important products and technologies in a timely fashion or at all. Our pending U.S. and foreign
patent applications may not issue as patents or may not issue in a form that will be sufficient to protect our proprietary technology and gain or keep our
competitive advantage. Any patents we have obtained or do obtain may be subject to re-examination, reissue, opposition, or other administrative proceeding,
or may be challenged in litigation, and such challenges could result in a determination that the patent is invalid or unenforceable. In addition, competitors may
be able to design alternative methods or devices that avoid infringement of our patents. Both the patent application process and the process of managing
patent disputes can be time consuming and expensive.

Furthermore, the laws of some foreign countries may not protect our intellectual property rights to the same extent as do the laws of the United States,
and many companies have encountered significant problems in protecting and defending such rights in foreign jurisdictions. Proceedings to enforce our patent
rights in foreign jurisdictions could result in substantial cost and divert our efforts and attention from other aspects of our business. Changes in either the
patent laws or in interpretations of patent laws in the United States or other countries may diminish the value of our intellectual property. We cannot predict
the breadth of claims that may be allowed or enforced in our patents or in third-party patents. For example:

• We might not have been the first to make the inventions covered by each of our pending patent applications;

• We might not have been the first to file patent applications for these inventions;

• The patents of others may have an adverse effect on our business; and

• Others may independently develop similar or alternative products and technologies or duplicate any of our products and technologies.
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To the extent our intellectual property, including licensed intellectual property, offers inadequate protection, or is found to be invalid or unenforceable,
our competitive position and our business could be adversely affected.

We may be involved in lawsuits to protect or enforce our patents and proprietary rights, to determine the scope, coverage and validity of others’
proprietary rights, or to defend against third party claims of intellectual property infringement, any of which could be time-intensive and costly and
may adversely impact our business or stock price.

Litigation may be necessary for us to enforce our patent and proprietary rights, determine the scope, coverage, and validity of others’ proprietary rights,
and/or defend against third party claims of intellectual property infringement against us as well as against our suppliers, distributors, customers, and other
entities with whom we do business. Litigation could result in substantial legal fees and could adversely affect the scope of our patent protection. The outcome
of any litigation or other proceeding is inherently uncertain and might not be favorable to us, and we might not be able to obtain licenses to technology that
we require. Even if such licenses are obtainable, they may not be available at a reasonable cost. We could therefore incur substantial costs related to royalty
payments for licenses obtained from third parties, which could negatively affect our product margins or financial position. Further, we could encounter delays
in product introductions, or interruptions in product sales, as we develop alternative methods or products.

As we move into new markets and applications for our products, incumbent participants in such markets may assert their patents and other proprietary
rights against us as a means of impeding our entry into such markets or as a means to extract substantial license and royalty payments from us. Our
commercial success may depend in part on our non-infringement of the patents or proprietary rights of third parties. Numerous significant intellectual
property issues have been litigated, and will likely continue to be litigated, between existing and new participants in our existing and targeted markets. For
example, some of our products provide for the testing and analysis of genetic material, and patent rights relating to genetic materials remain a developing area
of patent law. A recent U.S. Supreme Court decision held, among other things, that claims to isolated genomic DNA occurring in nature are not patent
eligible, while claims relating to synthetic DNA may be patent eligible. We expect the ruling will result in additional litigation in our industry. In addition,
third parties may assert that we are employing their proprietary technology without authorization, and if they are successful in making such claims, we may
be forced to enter into license agreements, pay additional royalties or license fees, or enter into settlements that include monetary obligations or restrictions on
our business.

Our customers have been sued for various claims of intellectual property infringement in the past, and we expect that our customers will be involved in
additional litigation in the future. In particular, our customers may become subject to lawsuits claiming that their use of our products infringes third-party
patent rights, and we could become subject to claims that we contributed to or induced our customer’s infringement. In addition, our agreements with some of
our suppliers, distributors, customers, and other entities with whom we do business may require us to defend or indemnify these parties to the extent they
become involved in infringement claims against us, including the claims described above. We could also voluntarily agree to defend or indemnify third parties
in instances where we are not obligated to do so if we determine it would be important to our business relationships. If we are required or agree to defend or
indemnify any of these third parties in connection with any infringement claims, we could incur significant costs and expenses that could adversely affect our
business, operating results, or financial condition.

We may be subject to damages resulting from claims that we or our employees have wrongfully used or disclosed alleged trade secrets of our
employees’ former employers or other institutions or third parties with whom such employees may have been previously affiliated.

Many of our employees were previously employed at universities or other life science or Ag-Bio companies, including our competitors or potential
competitors. In the future, we may become subject to claims that our employees, or we, have inadvertently or otherwise used or disclosed trade secrets or
other proprietary information of their former employers or other third parties or institutions with whom our employees may have been previously affiliated.
Litigation may be necessary to defend against these claims. For example, we were a defendant in litigation brought against us and one of our non-executive
employees by Thermo Fisher Scientific Inc. (Thermo) alleging, among other claims, misappropriation of proprietary information and breach of contractual
and fiduciary obligations. While we resolved our dispute with Thermo in July 2017, if we fail in defending against similar claims brought in the future we
could be subject to injunctive relief against us. A loss of key research personnel work product could hamper or prevent our ability to commercialize certain
potential products or a loss of or inability to hire key marketing, sales or research and development personnel could adversely affect our future product
development, sales and revenues, any of which could severely harm our business. Even if we are successful in defending against any similar claims brought in
the future, litigation could result in substantial costs and be a distraction to management.
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We depend on certain technologies that are licensed to us. We do not control these technologies and any loss of our rights to them could prevent us
from selling our products, which would have an adverse effect on our business.

We rely on licenses in order to be able to use various proprietary technologies that are material to our business, including our core IFC, multi-layer soft
lithography, and mass cytometry technologies. In some cases, we do not control the prosecution, maintenance, or filing of the patents to which we hold
licenses, or the enforcement of these patents against third parties. Additionally, our business and product development plans anticipate and may substantially
depend on future in-license agreements with additional third parties, some of which are currently in the early discussion phase. For example, Fluidigm Canada
Inc., or Fluidigm Canada, an Ontario corporation and wholly owned subsidiary of Fluidigm Sciences, was party to an interim license agreement, now expired,
with Nodality, Inc., or Nodality, under which Nodality granted Fluidigm Canada a worldwide, non-exclusive, research use only, royalty bearing license to
certain cytometric reagents, instruments, and other products. While we were able to secure a license under a new license agreement with Nodality, we cannot
provide assurances that we will always be able to obtain suitable license rights to technologies or intellectual property of other third parties on acceptable
terms, if at all.

In-licensed intellectual property rights that are fundamental to the business being operated present numerous risks and limitations. For example, all or a
portion of the license rights granted may be limited for research use only, and in the event we attempt to expand into diagnostic applications, we would be
required to negotiate additional rights, which may not be available to us on commercially reasonable terms, if at all.

Our rights to use the technology we license are also subject to the negotiation and continuation of those licenses. Certain of our licenses contain
provisions that allow the licensor to terminate the license upon specific conditions. Our rights under the licenses are subject to our continued compliance with
the terms of the license, including the payment of royalties due under the license. Because of the complexity of our products and the patents we have licensed,
determining the scope of the license and related royalty obligation can be difficult and can lead to disputes between us and the licensor. An unfavorable
resolution of such a dispute could lead to an increase in the royalties payable pursuant to the license. If a licensor believed we were not paying the royalties
due under the license or were otherwise not in compliance with the terms of the license, the licensor might attempt to revoke the license. If such an attempt
were successful and the license is terminated, we might be barred from marketing, producing, and selling some or all of our products, which would have an
adverse effect on our business. Potential disputes between us and one of our existing licensors concerning the terms or conditions of the applicable license
agreement could result, among other risks, in substantial management distraction; increased expenses associated with litigation or efforts to resolve disputes;
substantial customer uncertainty concerning the direction of our product lines; potential infringement claims against us and/or our customers, which could
include efforts by a licensor to enjoin sales of our products; customer requests for indemnification by us; and, in the event of an adverse determination, our
inability to operate our business as currently operated. Termination of material license agreements could prevent us from manufacturing and selling our
products unless we can negotiate new license terms or develop or acquire alternative intellectual property rights that cover or enable similar functionality. Any
of these factors would be expected to have a material adverse effect on our business, operating results, and financial condition and could result in a substantial
decline in our stock price.

We are subject to certain manufacturing restrictions related to licensed technologies that were developed with the financial assistance of U.S.
governmental grants.

We are subject to certain U.S. government regulations because we have licensed technologies that were developed with U.S. government grants. In
accordance with these regulations, these licenses provide that products embodying the technologies are subject to domestic manufacturing requirements. If
this domestic manufacturing requirement is not met, the government agency that funded the relevant grant is entitled to exercise specified rights, referred to as
“march-in rights,” which if exercised would allow the government agency to require the licensors or us to grant a non-exclusive, partially exclusive, or
exclusive license in any field of use to a third party designated by such agency. All of our microfluidic systems revenue is dependent upon the availability of
our IFCs, which incorporate technology developed with U.S. government grants. Our genomics instruments, including microfluidic systems, and IFCs are
manufactured at our facility in Singapore. The federal regulations allow the funding government agency to grant, at the request of the licensors of such
technology, a waiver of the domestic manufacturing requirement. Waivers may be requested prior to any government notification. We have assisted the
licensors of these technologies with the analysis of the domestic manufacturing requirement, and, in December 2008, the sole licensor subject to the
requirement applied for a waiver of the domestic manufacturing requirement with respect to the relevant patents licensed to us by this licensor. In July 2009,
the funding government agency granted the requested waiver of the domestic manufacturing requirement for a three-year period commencing in July 2009. In
June 2012, the licensor requested a continued waiver of the domestic manufacturing requirement with respect to the relevant patents, but the government
agency has not yet taken any action in response to this request. If the government agency does not grant the requested waiver or the government fails to grant
additional
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waivers of such requirement that may be sought in the future, then the U.S. government could exercise its march-in rights with respect to the relevant patents
licensed to us. In addition, the license agreement under which the relevant patents are licensed to us contains provisions that obligate us to comply with this
domestic manufacturing requirement. We are not currently manufacturing instruments and IFCs in the United States that incorporate the relevant licensed
technology. If our lack of compliance with this provision constituted a material breach of the license agreement, the license of the relevant patents could be
terminated or we could be compelled to relocate our manufacturing of microfluidic systems and IFCs to the United States to avoid or cure a material breach
of the license agreement. Any of the exercise of march-in rights, the termination of our license of the relevant patents or the relocation of our manufacturing
of microfluidic systems and IFCs to the United States could materially adversely affect our business, operations and financial condition.

We are subject to certain obligations and restrictions relating to technologies developed in cooperation with Canadian government agencies.

Some of our Canadian research and development is funded in part through government grants and by government agencies. The intellectual property
developed through these projects is subject to rights and restrictions in favor of government agencies and Canadians generally. In most cases the government
agency retains the right to use intellectual property developed through the project for non-commercial purposes and to publish the results of research
conducted in connection with the project. This may increase the risk of public disclosure of information relating to our intellectual property, including
confidential information, and may reduce its competitive advantage in commercializing intellectual property developed through these projects. In certain
projects, we have also agreed to use commercially reasonable efforts to commercialize intellectual property in Canada, or more specifically in the province of
Ontario, for the economic benefit of Canada and the province of Ontario. These restrictions will limit our choice of business and manufacturing locations,
business partners and corporate structure and may, in certain circumstances, restrict our ability to achieve maximum profitability and cost efficiency from the
intellectual property generated by these projects. In one instance, a dispute with the applicable government funded entity may require mediation, which could
lead to unanticipated delays in our commercialization efforts to that project. One of our Canadian government funded projects is also subject to certain limited
“march-in” rights in favor of the government of the Province of Ontario, under which we may be required to grant a license to our intellectual property,
including background intellectual property developed outside the scope of the project, to a responsible applicant on reasonable terms in circumstances where
the government determines that such a license is necessary in order to alleviate emergency or extraordinary health or safety needs or for public use. In
addition, we must provide reasonable assistance to the government in obtaining similar licenses from third parties required in connection with the use of its
intellectual property. Instances in which the government of the Province of Ontario has exercised similar “march-in” rights are rare; however, the exercise of
such rights could materially adversely affect our business, operations and financial condition.

Item 5. Other Information

None.
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Item 6. Exhibits

The documents listed in the Exhibit List, which follows below, are incorporated by reference or are filed with this quarterly report on Form 10-Q, in
each case as indicated therein (numbered in accordance with Item 601 of Regulation S-K).

EXHIBIT LIST

Exhibit
Number  Description   

Incorporated by
Reference From

Form   

Incorporated
by Reference

From
Exhibit
Number   

Date
Filed

10.1
 

Tenth Amendment to Lease Agreement between ARE-San Francisco No. 17,
LLC and Fluidigm Corporation, dated August 14, 2019.  

Filed herewith
    

31.1
 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002 of Chief Executive Officer.   

Filed herewith
      

31.2
 

Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002 of Chief Financial Officer.   

Filed herewith
      

32.1(1)

 

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

Furnished herewith
      

32.2(1)

 

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

Furnished herewith
      

101.INS

 

XBRL Instance Document - the instance document does not appear in the
Interactive Data File because its XBRL tags are embedded within the Inline
XBRL document.   

Filed herewith

      

101.SCH  XBRL Taxonomy Extension Schema Document   Filed herewith       

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document   Filed herewith       

101.LAB  XBRL Taxonomy Extension Label Linkbase Document   Filed herewith       

101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document   Filed herewith       

101.DEF  XBRL Taxonomy Extension Definition Linkbase Document   Filed herewith       

(1)

 

In accordance with Item 601(b)(32)(ii) of Regulation S-K and SEC Release No. 33-8238 and 34-47986, Final Rule: Management’s Reports on Internal Control Over
Financial Reporting and Certification of Disclosure in Exchange Act Periodic Reports, the certifications furnished in Exhibits 32.1 and 32.2 hereto are deemed to
accompany this Form 10-Q and will not be deemed “filed” for purposes of Section 18 of the Exchange Act. Such certifications will not be deemed to be incorporated
by reference into any filings under the Securities Act or the Exchange Act, except to the extent that the registrant specifically incorporates it by reference.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
 

  FLUIDIGM CORPORATION

Dated: November 7, 2019   
  By: /s/ Stephen Christopher Linthwaite
   Stephen Christopher Linthwaite
   President and Chief Executive Officer

Dated: November 7, 2019   
  By: /s/ Vikram Jog
   Vikram Jog
   Chief Financial Officer

57



Exhibit 10.1

TENTH AMENDMENT TO LEASE

THIS TENTH AMENDMENT TO LEASE (this “Tenth Amendment”) is made as of August 14, 2019, by and between ARE-SAN
FRANCISCO NO. 17, LLC, a Delaware limited liability company (“Landlord”), and FLUIDIGM CORPORATION, a Delaware corporation
(“Tenant”).

RECITALS

A.    Landlord and Tenant are now parties to that certain Lease Agreement dated as of September 14, 2010, as amended by that
certain First Amendment to Lease dated as of September 22, 2010, as further amended by that certain letter agreement dated August 2, 2012,
as further amended by that certain Second Amendment to Lease dated as of April 9, 2013, as further amended by that certain Third
Amendment to Lease dated as of June 25, 2013, as further amended by that certain Fourth Amendment to Lease dated as of June 4, 2014, as
further amended by that certain Fifth Amendment to Lease dated as of September 15, 2014, as further amended by that certain Sixth
Amendment to Lease dated as of December 8, 2015, as further amended by that certain Seventh Amendment to Lease dated as of March 23,
2017, as further amended by that certain Eighth Amendment to Lease dated August 2, 2017, and as further amended by that certain Ninth
Amendment dated as of May 31, 2018 (as amended, the “Lease”). Pursuant to the Lease, Tenant leases certain premises consisting of
approximately 74,137 rentable square feet (“Premises”) in a building located at 7000 Shoreline Court, South San Francisco, California. The
Premises are more particularly described in the Lease. Capitalized terms used herein without definition shall have the meanings defined for
such terms in the Lease.

B.    The Lease is scheduled to expire on April 30, 2020.

C.    Landlord and Tenant desire, subject to the terms and conditions set forth below, to amend the Lease to, reflect (i) the surrender of
a portion of the Premises consisting of approximately 5,569 rentable square feet on the first floor of the west wing of the Building, as shown on
Exhibit A attached hereto (the “Tenth Amendment Surrender Premises”) as of the date that is 1 business day after mutual execution and
delivery of this Tenth Amendment by the parties (the “Surrender Date”), and (ii) accelerate the expiration date of the Term of the Lease with
respect to the remaining Premises to March 31, 2020 (the “Early Termination Date”).

NOW, THEREFORE, in consideration of the foregoing Recitals, which are incorporated herein by this reference, the mutual promises
and conditions contained herein, and for other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
Landlord and Tenant hereby agree as follows:

1. Surrender of Tenth Amendment Surrender Premises. The Lease with respect to the Tenth Amendment Surrender Premises shall
terminate as provided for in the Lease on the Surrender Date. Tenant shall voluntarily surrender the Tenth Amendment Surrender
Premises on such date in accordance with all surrender requirements contained in the Lease and in the condition in which Tenant is
required to surrender the Premises as of the expiration of the Lease. Notwithstanding anything to the contrary contained herein or in
the Lease, Tenant shall not be required to remove any permanent Alterations or improvements existing in the Tenth Amendment
Surrender Premises as of the date of this Tenth Amendment on or before the Surrender Date. From and after the Surrender Date,
Tenant shall have no further rights of any kind with respect to the Tenth Amendment Surrender Premises. Notwithstanding the
foregoing, those provisions of the Lease which, by their terms, survive the termination of the Lease shall survive the surrender of the
Tenth Amendment Surrender Premises and termination of the Lease with respect to the Tenth Amendment Surrender Premises as
provided for herein. Nothing herein shall excuse Landlord or Tenant from its obligations under the Lease with respect to the Tenth
Amendment Surrender Premises prior to the Surrender Date.
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2. Definition of Premises. Commencing on August 1, 2019, the defined terms “Premises” and “Rentable Area of Premises” on Page 1
and Page 2 of the Lease, respectively, are deleted in their entirety and replaced with the following:

“Premises: That portion of the Project, containing approximately 68,568 rentable square feet (“RSF”), consisting of (i)
approximately 29,228 rentable square feet (the “Original Premises”), (ii) approximately 19,177 rentable square feet (“Expansion
Premises”), (iii) approximately 6,048 rentable square feet (“Second Expansion Premises”), (iv) approximately 3,334 rentable square
feet (“Third Expansion Premises”), and (v) approximately 10,781 rentable square feet (“Fourth Expansion Premises”), all as
determined by Landlord, as shown on Exhibit A.”

“Rentable Area of Premises: 68,568 RSF”

Commencing on August 1, 2019, Exhibit A of the Lease shall be amended to delete the Surrender Premises.

3. Base Rent. Tenant shall continue to pay Base Rent for the entire Premises (including the Tenth Amendment Surrender Premises) as
provided under the Lease through the Surrender Date. Commencing on August 1, 2019, Tenant shall no longer be required to pay
Base Rent with respect to the Tenth Amendment Surrender Premises.

4. Tenant’s Share of Operating Expenses. Commencing on August 1, 2019, Tenant’s Share of Operating Expenses payable by Tenant
under the Lease shall be decreased by an amount equal to 4.08% and Tenant shall no longer be required to pay Operating Expenses
with respect to the Tenth Amendment Surrender Premises, and commencing on August 1, 2019, the total Tenant’s Share of Operating
Expenses which shall be payable by Tenant under the Lease shall be equal to 50.27%.

5. Surrender of Remaining Premises. The Lease with respect to the remaining Premises shall terminate as provided for in the Lease on
the Early Termination Date. Tenant shall voluntarily surrender the remaining Premises on such date in accordance with all surrender
requirements contained in the Lease and in the condition in which Tenant is required to surrender the Premises as of the expiration of
the Lease. Notwithstanding the foregoing or anything to the contrary contained in the Lease, (a) Tenant may remove the UPS unit from
the 1st floor of the Premises and the lab storage cabinets from the 3rd floor laboratory portion of the Premises on or before the Early
Termination Date, and (b) Tenant shall not be required to remove any permanent Alterations or improvements existing in the remaining
Premises as of the date of this Tenth Amendment on or before the Early Termination Date. From and after the Early Termination Date,
Tenant shall have no further rights of any kind with respect to the Premises. Notwithstanding the foregoing, those provisions of the
Lease which, by their terms, survive the termination of the Lease shall survive the surrender of the remaining Premises and termination
of the Lease as provided for herein. Nothing herein shall excuse Landlord or Tenant from its obligations under the Lease with respect to
the remaining Premises prior to the Early Termination Date.

6. Intentionally Omitted.

7. Brokers. Landlord and Tenant each represents and warrants that it has not dealt with any broker, agent or other person (collectively,
“Broker”), in connection with the transaction reflected in this Tenth Amendment, other than Savills Studley. Landlord and Tenant each
hereby agrees to indemnify and hold the other harmless from and against any claims by any Broker claiming a commission or other
form of compensation by virtue of having dealt with Tenant or Landlord, as applicable, with regard to this leasing transaction. Tenant
hereby acknowledges that Landlord shall not be obligated to pay either Savills Studley any commission or other form of compensation
due to this Tenth
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Amendment and Tenant shall indemnify, defend and hold Landlord harmless from either Savills Studley demanding a commission or
other form of compensation as a result of this Tenth Amendment.

8. California Accessibility Disclosure. For purposes of Section 1938(a) of the California Civil Code, Landlord hereby discloses to
Tenant, and Tenant hereby acknowledges, that the Project has not undergone inspection by a Certified Access Specialist (CASp). In
addition, the following notice is hereby provided pursuant to Section 1938(e) of the California Civil Code: “A Certified Access Specialist
(CASp) can inspect the subject premises and determine whether the subject premises comply with all of the applicable construction-
related accessibility standards under state law. Although state law does not require a CASp inspection of the subject premises, the
commercial property owner or lessor may not prohibit the lessee or tenant from obtaining a CASp inspection of the subject premises for
the occupancy or potential occupancy of the lessee or tenant, if requested by the lessee or tenant. The parties shall mutually agree on
the arrangements for the time and manner of the CASp inspection, the payment of the fee for the CASp inspection, and the cost of
making any repairs necessary to correct violations of construction-related accessibility standards within the premises.” In furtherance of
and in connection with such notice: (i) Tenant, having read such notice and understanding Tenant’s right to request and obtain a CASp
inspection, hereby elects not to obtain such CASp inspection and forever waives its rights to obtain a CASp inspection with respect to
the Premises, Building and/or Project to the extent permitted by Legal Requirements; and (ii) if the waiver set forth in clause (i)
hereinabove is not enforceable pursuant to Legal Requirements, then Landlord and Tenant hereby agree as follows (which constitute
the mutual agreement of the parties as to the matters described in the last sentence of the foregoing notice): (A) Tenant shall have the
one-time right to request for and obtain a CASp inspection, which request must be made, if at all, in a written notice delivered by
Tenant to Landlord; (B) any CASp inspection timely requested by Tenant shall be conducted (1) at a time mutually agreed to by
Landlord and Tenant, (2) in a professional manner by a CASp designated by Landlord and without any testing that would damage the
Premises, Building or Project in any way, and (3) at Tenant’s sole cost and expense, including, without limitation, Tenant’s payment of
the fee for such CASp inspection, the fee for any reports prepared by the CASp in connection with such CASp inspection (collectively,
the “CASp Reports”) and all other costs and expenses in connection therewith; (C) the CASp Reports shall be delivered by the CASp
simultaneously to Landlord and Tenant; (D) Tenant, at its sole cost and expense, shall be responsible for making any improvements,
alterations, modifications and/or repairs to or within the Premises to correct violations of construction-related accessibility standards
including, without limitation, any violations disclosed by such CASp inspection; and (E) if such CASp inspection identifies any
improvements, alterations, modifications and/or repairs necessary to correct violations of construction-related accessibility standards
relating to those items of the Building and Project located outside the Premises that are Landlord’s obligation to repair as set forth in
the Lease, then Landlord shall perform such improvements, alterations, modifications and/or repairs as and to the extent required by
Legal Requirements to correct such violations, and Tenant shall reimburse Landlord for the cost of such improvements, alterations,
modifications and/or repairs within 10 business days after Tenant’s receipt of an invoice therefor from Landlord.

9. OFAC. Tenant is currently (a) in compliance with and shall at all times during the Term of the Lease remain in compliance with the
regulations of the Office of Foreign Assets Control (“OFAC”) of the U.S. Department of Treasury and any statute, executive order, or
regulation relating thereto (collectively, the “OFAC Rules”), (b) not listed on, and shall not during the term of the Lease be listed on, the
Specially Designated Nationals and Blocked Persons List, Foreign Sanctions Evaders List or the Sectoral Sanctions Identifications List,
which are all maintained by OFAC and/or on any other similar list maintained by OFAC or other governmental authority pursuant to any
authorizing statute, executive order, or regulation, and (c) not a person or entity with whom a U.S. person is prohibited from conducting
business under the OFAC Rules.
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10. Miscellaneous.

a.    This Tenth Amendment is the entire agreement between the parties with respect to the subject matter hereof and supersedes all
prior and contemporaneous oral and written agreements and discussions. This Tenth Amendment may be amended only by an
agreement in writing, signed by the parties hereto.

b.    This Tenth Amendment is binding upon and shall inure to the benefit of the parties hereto, their respective successors and assigns.

c.    This Tenth Amendment may be executed in two (2) or more counterparts, each of which shall be deemed an original, but all of
which together shall constitute one and the same instrument.  Counterparts may be delivered via facsimile, electronic mail (including
pdf or any electronic signature process complying with the U.S. federal ESIGN Act of 2000) or other transmission method and any
counterpart so delivered shall be deemed to have been duly and validly delivered and be valid and effective for all purposes. Electronic
signatures shall be deemed original signatures for purposes of this Tenth Amendment and all matters related thereto, with such
electronic signatures having the same legal effect as original signatures.

d.    Except as amended and/or modified by this Tenth Amendment, the Lease is hereby ratified and confirmed and all other terms of
the Lease shall remain in full force and effect, unaltered and unchanged by this Tenth Amendment. In the event of any conflict between
the provisions of this Tenth Amendment and the provisions of the Lease, the provisions of this Tenth Amendment shall prevail. Whether
or not specifically amended by this Tenth Amendment, all of the terms and provisions of the Lease are hereby amended to the extent
necessary to give effect to the purpose and intent of this Tenth Amendment.

[Signatures are on the next page]
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IN WITNESS WHEREOF, the parties hereto have executed this Tenth Amendment as of the day and year first above written.

LANDLORD:    ARE-SAN FRANCISCO NO. 17, LLC,
a Delaware limited liability company

By:    ALEXANDRIA REAL ESTATE EQUITIES, L.P., 
    a Delaware limited partnership, 
    managing member

By:    ARE-QRS CORP., a Maryland corporation,
    general partner

By: /s/ Allison Grochola 
Its: Vice President RE Legal Affairs

TENANT: FLUIDIGM CORPORATION, 
a Delaware corporation

By: /s/ Nicholas Khadder     
Its: General Counsel        

EXHIBIT A

Tenth Amendment Surrender Premises
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Exhibit 31.1

CERTIFICATION OF PRESIDENT AND CHIEF EXECUTIVE OFFICER
PURSUANT TO SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-14(a),

AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Stephen Christopher Linthwaite, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Fluidigm Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Dated: November 7, 2019    
  By:  /s/ Stephen Christopher Linthwaite
    Stephen Christopher Linthwaite
    President and Chief Executive Officer
    (Principal Executive Officer)



Exhibit 31.2

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER
PURSUANT TO SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-14(a),

AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Vikram Jog, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Fluidigm Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control
over financial reporting.

Dated: November 7, 2019    
  By:  /s/ Vikram Jog
    Vikram Jog
    Chief Financial Officer
    (Principal Financial Officer)



Exhibit 32.1

CERTIFICATION OF PRESIDENT AND CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. § 1350, AS ADOPTED PURSUANT TO SECTION 906

OF THE SARBANES-OXLEY ACT OF 2002

I, Stephen Christopher Linthwaite, the president and chief executive officer of Fluidigm Corporation (the “Company”), certify for the purposes of 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge,

(i) the Quarterly Report of the Company on Form 10-Q for the quarter ended September 30, 2019 (the “Report”), fully complies with the
requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
 

Date: November 7, 2019 By:  /s/ Stephen Christopher Linthwaite
   Stephen Christopher Linthwaite
   President and Chief Executive Officer
   (Principal Executive Officer)
    



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. § 1350, AS ADOPTED PURSUANT TO SECTION 906

OF THE SARBANES-OXLEY ACT OF 2002

I, Vikram Jog, the chief financial officer of Fluidigm Corporation (the “Company”), certify for the purposes of 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge,

(i) the Quarterly Report of the Company on Form 10-Q for the quarter ended September 30, 2019 (the “Report”), fully complies with the
requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and

(ii) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
 

Date: November 7, 2019 By:  /s/ Vikram Jog
   Vikram Jog
   Chief Financial Officer
   (Principal Financial Officer)
    


