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Special Note Regarding Forward-Looking Statements

This annual report on Form 10-K contains “forwandiing statements” within the meaning of SectioA 2T the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchaogef 1934, as amended. These statements discussirrent expectations concerning future
results or events, including our future financiatfprmance. We make these forward-looking statesiienteliance on the safe harbor protections
provided under the Private Securities LitigatioridRe Act of 1995. These statements include, amdhgrs:

« statements concerning our expectations as to dureffinancial performance, results of operati@nsgther operational results or metr

» statements concerning the benefits that we eéxpdaesult from our business activities and edttransactions we have completed, such
as product introductions, increased revenue, dseceexpenses, and avoided expenses and expenditutdes

» statements of our expectations, beliefs, fupla@s and strategies, anticipated developmentkifiimgy new products), and other matters
that are not historical facts.

These statements may be made expressly in thisrdadwr may be incorporated by reference to otbeuhents we have filed or will file
with the Securities and Exchange Commission, or.SED can identify many of these statements by ilogkor words such as “anticipates,”
“believes,” “can,” “continue,” “could,” “estimates;expects,” “intends,” “may,” “plans,” “potentidl,“predicts,” “should,” or “will” or the negative o
these terms or other comparable terminology andasimeferences to future periods. These forwankiog statements are subject to numerous
assumptions, risks, and uncertainties that mayecactal results or events to be materially difiefeom any future results or events expressed or
implied by us in those statements. Many of thediacthat will determine or affect these resultewents are beyond our ability to control or praject
Specific factors that could cause actual resulisvents to differ from those in the forward-lookistgtements include:

LT ”ou ”ou

« our ability to maintain our revenue levels amdfipability during periods of research funding vetion or uncertainty and adverse
economic and business conditions, including asaltref slowing economic growth in the United Sgate worldwide;

e our ability to further develop and commercial@& sequencing, array, PCR, and consumables tkxies and to deploy new products
and applications, and expand the markets, forezhrology platforms;

» our ability to manufacture robust instrumentation @onsumable

e our expectations and beliefs regarding future protgpand growth of the business and the markethich we operat:

» the assumptions underlying our critical accawpipolicies and estimates, including our estimeggarding stock volatility and other
assumptions used to estimate the fair value osbased compensation; the future cash flows usestitmate the ceasese loss upon o
exit of certain facilities; and expected future atization of acquired intangible assets;

» our belief that the investments we hold areaibéer-thantemporarily impairec

* our assessments and estimates that determinefeatived tax rate

» our belief that our cash and cash equivalent&stments, and cash generated from operationdevdLfficient to meet our working
capital, capital expenditures, and other liquidéguirements for at least the next 12 months;

» our assessments and beliefs regarding the foutmme of pending legal proceedings and theliipbif any, that we may incur as a
result of those proceedings; and

» other factors detailed in our filings with th&S, including the risks, uncertainties, and assionptdescribed in Item 1A “Risk Factors”
below, or in information disclosed in public cordace calls, the date and time of which are relebséatehand.




Our forward-looking statements speak only as ofdidwe of this annual report. We undertake no otiigaand do not intend, to publicly
update or revise forward-looking statements, téeng\or confirm analysts' expectations, or to previigterim reports or updates on the progress of any
current financial quarter, whether as a resulteat information, future events, or otherwise. Albsaquent written and oral forwalabking statement
attributable to us or persons acting on our bedrafexpressly qualified in their entirety by theti@nary statements contained in this annual report
Given these uncertainties, we caution investordmanduly rely on our forward-looking statements.

Available Information

Our annual report on Form 10-K, quarterly reportd~orm 10-Q, current reports on Form 8-K, and mleadments to those reports are
available free of charge on our websiteyw.illumina.com The information on our website is not incorpodatg reference into this report. Such
reports are made available as soon as reasonatuifgable after filing with, or furnishing to, tI8EC. The SEC also maintains an Internet site at
www.sec.gothat contains reports, proxy and information staets, and other information regarding issuersekettronically file with the SEC.
Copies of our annual report on Form 10-K will bedmavailable, free of charge, upon written request.

lllumina®, illuminaDx®, BaseSpace, BeadArray, Beg@iss®, cBot, CSPro®, DesignStudio, Eco, Epicente®iIx, Genetic Energy, Genome
Analyzer, GenomeStudio®, GoldenGate®, HiScan®, §&dnfinium®, iSelect®, MiSeq®, Nextera®, Solexa®uSeq®, VeraCode®he pumpkir
orange color, and the Genetic Energy streamingshdegign are certain of our trademarks. This regded contains brand names, trademarks, or st
marks of companies other than Illumina, and theaadnames, trademarks, and service marks aredpeny of their respective holders.

Unless the context requires otherwise, referentéss annual report on Form 10-K to “lllumina,’ethCompany,” “we,” “us,” and “our” refer to
lllumina, Inc. and its subsidiaries.
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PART I

ITEM 1. Business
Overview

We are a leading developer, manufacturer, and rtearkélife science tools and integrated systemstfe analysis of genetic variation and
function. We were incorporated in California in A@r998 and reincorporated in Delaware in July 2000Qr principal executive offices are located at
5200 Illumina Way, San Diego, California 92122. @elephone number is (858) 202-4500.

Using our proprietary technologies, we provide mpeehensive line of genetic analysis solutionsh\pitoducts and services that serve a broad
range of highly interconnected markets, includiaguencing, genotyping, gene expression, and mealedidgnostics. Our customers include leading
genomic research centers, academic institutionsgrgment laboratories, and clinical research omgitins, as well as pharmaceutical, biotechnology,
agrigenomics, and consumer genomics companies.

Our broad portfolio of systems, consumables, aradlyais tools are designed to simplify genetic asialyThis portfolio addresses a range of
genomic complexity, price points, and throughpetsbling researchers to select the best solutiothéir scientific challenge. In 2007, through our
acquisition of Solexa, Inc., we acquired our prefany sequencing by synthesis (SBS) technologyishattthe heart of our leading-edge sequencing
instruments. These systems can be used to efficipatform a range of nucleic acid (DNA, RNA) arsdg on large numbers of samples. For more
focused studies, our array-based solutions pradie@ tools to perform genome-wide associationisg&ilGWAS) involving single-nucleotide
polymorphism genotyping and copy number variatinalgses, as well as gene expression profiling,aither DNA, RNA, and protein studies. To
further enhance our genetic analysis workflowslanuary 2011 we acquired Epicentre Technologiepdtation, a leading provider of nucleic acid
sample preparation reagents and specialty enzymnegduencing and microarray applications. In 28i@ugh our acquisition of Helixis, Inc., we
expanded our portfolio to include real-time polyass chain reaction (PCR), one of the most widedgluschnologies in life sciences. Our Eco Real-
Time PCR System provides researchers with an affied full-featured system to perform targeteddation studies.

Industry Background
Genetics Primer

The instruction set for all living cells is encodedleoxyribonucleic acid, or DNA, with the compmetet of DNA for any organism referred to as
its genome. DNA contains small regions called gewdsch comprise a string of nucleotide bases kdél, C, G, and T, representing adenine,
cytosine, guanine, and thymine, respectively. Tmesgeotide bases are present in a precise orasvikas the DNA sequence. When a gene is
“expressed,” a partial copy of its DNA sequencalled messenger RNA (mRNA) - is used as a temjpatiirect the synthesis of a particular protein.
Proteins, in turn, direct all cellular function. & Hlustration below is a simplified gene expreasschematic.
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Variations among organisms are due, in large padifferences in their DNA sequences. Changesethbyg insertions, deletions, inversions, or
duplications of nucleotide bases may result inaterjenes becoming over-expressed (excessive prteduction), under-expressed (reduced protein
production), or silenced altogether, sometimegéimg changes in cellular function. These chamgesbe the result of heredity, but most often they
occur at random. The most common form of variatiohumans is called a single nucleotide polymonph{SNP), which is a variation in a single
position of a nucleotide base in a DNA sequenc@yCGumber variations (CNVs) occur when there aveefeor more copies of certain genes, segn
of a gene, or stretches of DNA.

In humans, genetic variation accounts for manyefghysical differences we see (e.g., height, kg#,color, etc.). More importantly, these
genetic variations can have medical consequentedtiaf) disease susceptibility, including predisflos to complex genetic diseases such as cancer,
diabetes, cardiovascular disease, and Alzheimiseéask. They can also impact an individual's resptm certain drug treatments, causing them to
respond well, not respond at all, or experienceeesb/side effects - an area of study known as p@ygenomics.

Scientists are studying these variations and twisequences in humans, as well as a broad rarageneéls, plants, and microorganisms.
Researchers investigating human, viral, and battgenetic variation are helping us to better usiderd the mechanisms of disease, and thereby
develop more effective therapeutics and diagnasBesater insight into genetic variation in plafgg., food and biofuel crops) and animals (e.g.,
livestock and domestic animals) is enabling sc&#sitio improve crop yields and animal breeding @ots.

The methods for studying genetic variation anddgidal function include sequencing, SNP genotypligV analysis, gene expression profilii
and gene regulation and epigenetic analysis, elehioh is addressed by our breadth of productssamdices.

Life Sciences Research Primer

Life science research encompasses the study lofialj things, from humans, animals, and plantsyitases and bacteria. It is being performe
government, university, pharmaceutical, biotechggl@nd agrigenomics laboratories around the warliere scientists are seeking to expand our
knowledge of the biological functions essentiallff&. Beginning at the genetic level, where owlsoare used to elucidate the correlation between
sequence and biological processes, life scienearels expands to include the study of the cefisugs, organs, systems, and other components that
make up living organisms. This research supponteldpment of new, more effective clinical diagnostand medicines to improve human health, as
well as advances in agriculture and animal hushatedmeet the world's growing needs for food anergy.

Molecular Diagnostics Primer

Molecular diagnostic assays (or tests) are desigmétentify the biological indicators linked witlisease and drug metabolism, providing
physicians with information to more effectively dieose, treat, and monitor both acute and chrosieadie conditions. They are an integral part of
personalized healthcare, where the unique makeepdf individual will be taken into account in diaging disease and managing treatment through
the use of more tailored therapies. Biological ¢atiors that can be measured by these assays inmiotén or gene expression, methylation levels,
copy number variations, and the presence or absgrecspecific gene or group of genes.

There are molecular diagnostic assays on the manohiding assays for infectious disease, cararat,heart disease, as well as molecular-based
drug metabolism assays to help physicians seleanitst effective therapy with the fewest side eéffe©ur innovative technologies and products are
contributing to the development of a wide rangeatential molecular diagnostic assays. Our ownriffim this area are currently focused on the
identification of certain genetic markers with paial diagnostic and therapeutic utility.

Growing news coverage about the clinical relevasfagewly discovered genetic markers has prompteduwmer interest in having personal
genomes analyzed, sparking the development ofahsurner genomics market. We believe there arendistiedical benefits, especially for people
with family histories of certain diseases, of knowiyour disease predisposition. Several compamelsiding Illumina, now offer personal sequencing
or genotyping services, working with physician gge@and genetic counselors to interpret the refaltsonsumers.

We believe the growth in consumer genomics andisigeof molecular diagnostic assays will triggenadiamental shift in the practice of
medicine and the economics of the pharmaceutidaisiny by facilitating an increased emphasis owvemeative and predictive molecular medicine,
ushering in the era of personalized medicine.
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Our Principal Markets

From the company's inception, we have believedtti@tnalysis of genetic variation and function plihy an increasingly important role in
molecular biology, and that by empowering genatialgsis, our tools will advance disease reseantly development, and the creation of molecular
tests. In addition to developing sequencing- anayalbased solutions for life science, applied, emasumer genomics markets, we are making inroads
into the emerging molecular diagnostics market.

Life Sciences Research Market

Our core business is in the life sciences reseaatket, which consists of laboratories generalsoamted with universities, medical research
centers, and government institutions, as well aeebhnology and pharmaceutical companies. Resaarahthese institutions are using our products
and services in a broad spectrum of scientifiovétes, such as: next-generation sequencing, micigh-complexity genotyping and gene expression
(for whole-genome discovery and profiling), and lo@mplexity genotyping and gene expression (fohhfgoughput targeted screening). DNA
sequencing is growing the most rapidly among thlesee areas due to the creation of next generagqoencing technologies, such as SBS. It is fL
by private and public funding, new global initia#/to broadly characterize genetic variation, &edhigration of legacy genetic applications to
sequencing-based technologies.

Applied Markets

We provide products and services for various otharkets, which we refer to as “applied markets.& Tdrgest among these is the “AgBio”
market, where government and corporate researakersur sequencing and array-based tools to aatekend enhance agricultural research. For
example, we currently offer microarrays that can@NPs for custom and focused genotyping of seedsmps (such as maize, tomatoes, apples, anc
peaches), livestock (such as cattle, horses, gigbsheep), and companion animals (such as dogsfoi@ers use these tools to perform selective
breeding through high-value trait screening methtigsreby accelerating and enhancing the processmpared to traditional methods such as cross-
breeding. We have developed a high-growth recuménwgnue business in both the livestock and aduirallsegments, which represented
approximately 12% of our shipments on a dollar bas011. Emerging opportunities in the appliedkats include forensics and pet genomics.

Molecular Diagnostics Market

Molecular diagnostics is the fastest growing segméthe diagnostics market. Genetics and oncolegyesent the primary areas of growth
within molecular diagnostics. At present, this gtiovwe largely driven by infectious disease testimgf, molecular diagnostics is rapidly expanding int
new areas such as non-invasive prenatal testingamzer management. The increasing efficacy of cutde diagnostics is driven by the continued
discovery of genetic markers with proven clinictlity, the increasing adoption of genetic-basegiggiostic tests, and the expansion of reimbursement
programs to include a greater number of approvel@cntar diagnostic tests. We believe our sequenaimbarray instrument platforms are
foundational to continued growth in this marketd ave intend to submit our iScan and MiSeq systentke U.S. Food and Drug Administration, or
FDA, for clearance as a device for use with inovifragnostic (IVD) products. In connection with @unticipated FDA submission, we have initiated a
clinical trial for a cytogenetics test intended®used on our iScan instrument platform as amétte postnatal diagnosis of chromosomal
abnormalities known to be associated with develogaielelay and mental retardation. Following cortipteof the required clinical trial, we intend to
seek FDA clearance for the iScan instrument platfand related reagents. In addition, we have teiti@evelopment of clinical diagnostic tests on the
MiSeq system in the areas of genetics and infestitisease, and upon completion of the required werintend to submit these to the FDA for
clearance. Our research efforts in the developmiecancer diagnostic panels (initially focusingavarian, gastric, and colorectal cancers) continues
and we have filed provisional patent applicationsar discoveries to date.

In addition, as the molecular diagnostics marketiooes to evolve and emerge, we believe the @atinskl and consumer genomic market will
prove to be another opportunity for us. These ntarkelude consumer based genetic solutions asasedlinical applications in which our technology
can be used to offer comprehensive sequencing ematygping service solutions to clinicians and conets in laboratory settings.

Consumer Genomics Markets

New sequencing and genotyping technologies, sutihoage developed by Illumina, are driving down ¢bet of performing these analyses, wk
we believe are increasingly valuable in diagnosiisgase and evaluating disease risk.
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Consumer genomics is a nascent market, but oneslie/é has the potential for high growth as the pes analysis continues to drop. In June 2009,
we launched our Individual Genome Sequencing Sertie first physician-intermediated personal gemseguencing service for consumers. Built
around physician-patient consultation, the servécpiires a physician's order to initiate the precesth genome sequencing performed using our
CLIA-certified, CAP-accredited laboratory. We haatablished collaborations with partners to perfttensecondary data analysis of personal
genomes (such as calculation of disease risk, agcasd information on traits of interest). Sonf@or partners, as well as other companies in the
direct-to-consumer market, use our genotyping teldlgy and products to perform personal genotypergises.

Our Principal Technologies

Our unigue technology platforms enable the scakxp&rimentation necessary for genowide discovery, target selection, and validatiardits
(see Figure 1 below). More than 8,000 customereaathscientific publications have been publishedate using these technologies, representing the
efforts of a large and dynamic lllumina user comitwThrough rapid innovation, we believe we aramging the economics of genetic research,
enabling projects once considered unapproachallembe within reach of more investigators.

Figure 1: lllumina Platform Overview:

From Genome-wide Discovery to Targeting Validation and Sci

Sequencing

s :
E Hitian00 Hiea 000 Genome Aralyzer ik MiSaq HiScansQ iScan BeadXpress Eco
5 Hiseq2s00* HiSeq1500*
i 5B, BeadArray,
g Saquencing by Synthesis (SB3) BaadArray, Infinium, Gﬁzﬁgﬁ; gPCR
g Powarad by TruSaq Chamistry Infinium, GoldanGate, GoldenGata, DASL !
DASL DASL
Whele-genome Saguencing, Chle Sequancing, DMA Saquencing, SNP and Ganctyping, Gena \aldation
ENP Gerctyping, ENP Ganctyping, EMP and Whoke-Ganoma Whole-Genome Epiganatic Analysis, Studias,
CMV Analysis, CNV Analysis, Geretyping, Ganotyping, SNP Screening, Gana Bxprassion
£| Gene Ragulation and Epigenetic Analysis, | Gana Regulation and Epigenatic Analysis, CNV Aralysis, CNV Analysis, Protain Screaning, Profiling,
B Cytogenatic Analysis Cytogenetic Analysia Gene Regulstion ard | Gene Reguiation and Molacular Ganotyping,
E Epigerstic Analysis, Epigenatic Analysis, Cizgricatics Molecular
Gana Exprassion Gene Expreasion Dievalopment Diagricstics.
Aralysis, Analysis, Developmant,
Cytogenatic Analysis Cytogerstic Anaysis Pathogen Detection

* Commercially available in the second half of 2012
Sequencing Technology

DNA sequencing is the process of determining tlieioof nucleotide bases (A, C, G, or T) in a DNMpée. Our HiSeq 2500/2000, HiSeq
1500/1000, Genome Analyzer lIx, MiSeq, and HiScars$Qems represent a family of systems that wewelare setting the standard for productiv
cost-effectiveness, and accuracy among next-geoersequencing technologies. They are used by mes®to perform whole-genome, de novo, and
targeted re-sequencing of genomes, and to anghgrific gene regions and genes.

Whole-genome sequencing determines an organismiplete DNA sequence. In de novo sequencing, theigt@sequence a representative
sample from a species never before sequencedgeté¢a re-sequencing, a sequence of nucleotide [msempared to a standard or reference
sequence from a previously sequenced speciesritfidehanges that reflect genetic variation. Urstiending the similarities and differences in DNA
sequence between and within species furthers aleratanding of the function of the structures eedod the DNA.

Our DNA sequencing technology is based on our petgy reversible terminator-based sequencing csteynireferred to as sequencing by
synthesis (SBS) biochemistry. In SBS, single stedndNA is extended from a priming site, one basetahe, using reversible terminator nucleotides.
These are DNA bases that can be added to a grasognd strand, but which initially cannot be furtegtended. This means that at each cycle of the
chemistry, only one base can be added. Each basis thdded includes a fluorescent label thatégifip to the particular base (A, C, G, or T).
Following incorporation, the
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emitted light can be imaged to determine its calw thus determine the base. Once this is doregaitional step removes both the fluorescence and
the blocking group that had prevented further esitenof the second strand. This allows another tiabe added, and the cycle can then be repeated.
Our technology is capable of generating over 60bibases of DNA sequence from a single experimeéth a single sample preparation. Key
aspects of the SBS chemistry are the subject offgignt intellectual property owned by us.

In our DNA sequencing systems, we apply the SB8Hamistry on microscopic clusters of DNA. Each tdustarts as a single DNA molecule
fragment, typically a few hundred bases long, atddo the inside surface of a flow cell. We thea & proprietary amplification biochemistry to ¢e
copies of each starting molecule. As the copiesraage, they are covalently linked to the surfactheg cannot diffuse away. After a number of cycles
of amplification, each cluster might have approxiehal,000 copies of the original starting molecudet still be only about a micron (one-millionth o
a meter) in diameter. By making so many copiesfltr@escent signal from each cluster is signifiaincreased. Because the clusters are so small,
hundreds of millions of clusters can be indepenrgidatmed inside a single flow cell. This large noen of clusters can then be sequenced
simultaneously by alternate cycles of SBS biochesnand fluorescent imaging. Sequence reads afgzathusing specially developed data analysis
software.

With the ability to generate over 600 Gb of DNA gence per run on our highest throughput sequercgigiments, the HiSeq 2500/2000, our
SBS sequencing technology provides researchersiéthroadest range of applications and the oppitytto sequence even large mammalian
genomes in days rather than weeks or years. Siedawnch of our first Genome Analyzer in 2007, sgstems have reduced the cost of sequencil
more than a factor of 100.

BeadArray Technology

Our BeadArray technology combines microscopic beama substrate in a proprietary manufacturinggss to produce arrays that can perform
many assays simultaneously, enabling large-scallysia of genetic variation and biological functiora unique high-throughput, cost effective, and
flexible manner. The arrays manufactured using Beay technology are imaged by our iScan, HiScau, ldiScanSQ systems for a broad range of
DNA and RNA analysis applications including SNPcdigery, SNP genotyping, CNV analysis, gene expoesanalysis, and methylation analysis. In
the course of six years, we have increased theenboapacity on a single array from 100,000 mart@gd million markers.

Our proprietary BeadArray technology consists ofnmscopic silica beads, with each bead covered lwittdreds of thousands of copies of
oligonucleotides, or oligos, that act as the capsaguences in one of our assays. We deploy ouMegy technology on BeadChips - silicon wafers
the size of a microscope slide, with varying nurstersample sites per slide. BeadChips are chelypiethed to create tens of millions of wells for
each sample site.

We create unique bead pools, or sensors, for diffddNA and RNA analysis applications by affixifgtsands to millions of copies of a spec
type of oligonucleotide molecule to each of thdidmils of microscopic beads in a batch. We makeediffit batches of beads, with the beads in a given
batch coated with one particular type of molecUitee particular molecules on a bead define that'bdadction as a sensor. To form an array, a pb
coated beads is brought into contact with the astaface where they are randomly drawn into thésyehe bead per well. Because the beads ass
randomly into the wells, we perform a final procezloalled “decoding” to determine which bead typeupies which well in the array. We employ
several proprietary methods for decoding, which Bocess that requires only a few steps to idealifthe beads in the array. One beneficial by-
product of the decoding process is a functionatiasion of each bead in the array. This qualitytoairtest characterizes the performance of eacd bea
and can identify and eliminate use of any emptyav&Ve ensure that each bead type on the arrayfisiently represented by including multiple
copies of each bead type. Multiple bead type copigsove the reliability and accuracy of the resgitdata by allowing statistical processing of the
results of identical beads.

An experiment is performed by preparing a sampleh s DNA, and introducing it to the array. Theeoales in the sample bind to their
matching molecules on the coated beads. The meleauleither the sample or on the bead are lalétbdluorescent dye either before or after the
binding, which can be detected by shining a lasethe BeadChip. This allows the detection of théemales resulting in a quantitative analysis of the
sample.

Using our BeadArray technology, we achieve higlotighput analysis with a high density of test gitesarray, and are able to format arrays in
various configurations. We seek to maximize cofgativeness by reducing consumption of expensivesgmables and valuable samples and through
the low manufacturing costs associated with ounrietogies. Our ability to vary the size, shape, fomthat of the well patterns and to create specific
bead pools for different applications providesfthgibility to address multiple markets and markegments. These features enable our BeadArray
technology to be applied to high-growth marketShP genotyping and CNV analysis and have allowett bg a key player in the gene expression
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market.
VeraCode Technology

Our proprietary VeraCode technology is a deteati@thod for multiplex assays that require high mieci, accuracy, and speed. When deployed
on our BeadXpress Reader System, VeraCode technptogides a high-throughput solution for biomarkesearch and validation, pharmaceutical
development, industrial and agriculture testin@ichl research, forensics, and molecular diagon@ssay development.

The VeraCode technology platform leverages the paoivdigital holographic codes to provide a detetnethod for multiplex assays. VeraC
enables low-cost multiplexing from 1 to 384-plexaisingle well. The VeraCode technology consistsybhdrical glass beads (measuring 240 microns
in length by 28 microns in diameter) inscribed vathnique digital holographic code to designatetsanck the specific analyte or genotype of interest
throughout the multiplex reaction. When excitedadpser, each VeraCode bead emits a unique codgjraiowing for quick and specific detection
by the BeadXpress Reader System.

Depending on the desired multiplex levels, assagy<m@eated by pooling microbeads with code diviesifrom one to several hundred. Unlike
traditional microarrays, the VeraCode microbeaés.esed in solution, which takes advantage of smiyphase kinetics for more rapid hybridization
times, dramatically reducing the time to achiewautts.

Eco Real-Time PCR Technology

In 2010, we purchased Helixis, Inc. and its noealtime PCR technology and introduced the Eco-Remak PCR System to the market. Real-
Time PCR (also known as quantitative PCR or gPGR)sed to amplify and simultaneously quantify gesed DNA molecule, with applications in
gene expression, viral quantification, array datédation, pathogen detection, and genotyping. gileeedure follows the same steps as PCR, whereby
thermal cycling (alternately heating and cooling BNA sample from 20 to 40 times) causes the DNaelbreplicate, resulting in the doubling of
DNA product with each cycle. Real-time PCR usesouer fluorescent detection chemistries to enal#erbnitoring of the PCR reaction as it
progresses. Data are collected at each cycle rdtaprat the end of the reaction, providing highrecision, increased sensitivity, increased dynamic
range, and higher resolution.

The Eco System combines a proprietary thermal systgur-color multiplex capabilities, and a fineaad optical system to deliver accurate
gPCR results. Its unique design provides supehmignmtal uniformity, supporting high-quality PCR gerhance for demanding applications such as
high resolution melt (HRM) curve analysis usedS&P genotyping, DNA fingerprinting, species idantfion, HLA compatibility typing, allelic
prevalence, and DNA methylation analysis. Measupiisg over one cubic foot in size, we believe tloe Bystem's overall performance rivals larger,
more expensive systems.

Our Products

Using our proprietary technologies, our productegiur customers the ability to analyze the genatrany level of complexity, from whole-
genome sequencing to lomwltiplex assays, and enable us to serve a nunilmeaikets, including research, agriculture, foresspharmaceuticals, a
molecular diagnostics.

The majority of our product sales consist of instemts and consumables (which include reagents,dtls, and BeadChips) based on our
proprietary technologies. For the fiscal years entinuary 1, 2012, January 2, 2011, and Janu&@18, instrument sales comprised 35%, 36%, and
34%, respectively, of total revenues, and consuensdiles represented 56%, 56%, and 59%, respectbfdbtal revenues.

Sequencing Platforms

Based on our proprietary SBS technology, our nextegation sequencing platforms are designed to theetorkflow, output, and accuracy
demands of a full range of sequencing applicatibesigned for high-throughput (up to 600 Gb perounp to 80 Gb per day) sequencing, the HiSeq
2000 is fast, easy-to-use, and cost-effective, igeing the sequence of two human genomes at 30erage for less than $5,000 (USD) in consumable
cost per genome. Offering the same cost per dapuband user experience, the HiSeq 1000 accommettaver throughput needs, with an easy
upgrade path to the HiSeq 2000. Launched in 20dr1MiSeq Personal Sequencing System delivers gtedatime to an answer (as little as 2-3 hours
following mid-2012 performance enhancements) afelefa breadth of sequencing applications in a @mngnd economical instrument to meet the
needs of individual researchers. In January 20E2amnounced the HiSeq 2500 sequencing system, wiilicllow customers to sequence an entire
human genome in approximately a day (up to 120nGt¥ihours or 600 Gb
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per run). Commercial shipments of the HiSeq 25@0eapected to commence in the second half of 2012.
Sequencing/Array Combination Platforms

The HiScanSQ combines our SBS sequencing technalodyHiScan microarray analysis instrumentatioa orie system, with a modular design
that can evolve with changing research needs. flehiible system allows researchers to use our sezjng and array technologies interactively to b
increased power to their experiments.

Array Platforms

The HiScan and iScan Systems are dedicated araayers that support the rapid, sensitive, and ateimaging of our array-based genetic
analysis products. They incorporate high-perfornedasers, optics, and detection systems, delivestihgmicron resolution and unmatched throughput
rates. The HiScan and iScan support our InfiniumidénGate, DASL, gene expression, and methylatisays. Our BeadXpress Reader is designed
for both small and high-throughput laboratoriesdwsting molecular testing with multiplexed-basedags deployed on our VeraCode bead
technology. It supports a wide range of applicatjoncluding DNA, RNA, and protein-based assaysd, iaf-DA cleared for in vitro diagnostics with
specific VeraCode FDA-cleared tests.

Consumables

We have developed a variety of sample preparatidrsaquencing kits to simplify workflows and accale analysis. Some provide all the
necessary consumables needed for analyses, soah 8&andard Sequencing Kit (SBS chemistry on equencing platforms) and Infinium Assay Kit
(array-based genotyping on our array platformshe@t support more discrete analyses, such as cedHend Genomic DNA Sample Prep Kit for
streamlining library preparation for the generatiér200-500 kb insert paired-end reads for sequengene expression, and epigenetic analysis. Our
TruSeq SBS Sequencing Kit enhances sequencingstudth our HiSeq, Genome Analyzer lIx, and MiSgstems, by enabling researchers to extend
the read lengths, achieve higher Gb of mappabke datl deliver the highest yield of perfect readsidximize the ability to accurately characterize t
genome. Through our acquisition of Epicentre Tetbgies Corporation in 2011, we acquired the prdprieNextera technology for next-generation
sequencing library preparation. This technologyéraabled us to offer sequencing library preparatithwith lower sample input requirements that
greatly simplify genetic analysis workflows andrsfgcantly reduce the time from sample preparatmanswer.

Our InfiniumHD Whole-Genome BeadChips representroast technologically advanced multi-sample DNAIlgsia microarrays, enabling the
interrogation of up to approximately 5 million mark per sample, depending on the BeadChip. The meosint additions to the Omni family, the
HumanOmni5-Quad, the HumanOmni2.5, and the Human@BrBeadChips, provide comprehensive coverage mhoon and rare variants identified
by the 1000 Genomes Project for performing rich G3\{#ojects. This product line also includes agtigally relevant genome panels such as the
BovineHD and MaizeSNP50 BeadChips.

For researchers who want to study focused gencaggioms of interest, or are interested in organiEms/hich there are no standard products, we
offer iSelect Custom Genotyping BeadChips. Easélyedoped to fit any experimental design, these §8livtyping arrays can be used to investigate
from 3,000 to 1,000,000 markers targeting any seci

Real-time PCR Platforms

The Eco Real-Time PCR System provides fast, acewfaCR results. Its icon-driven user interface $ifirap experimental design and setup,
while a straightforward workflow streamlines opéat enabling the system to perform gPCR on 48 $esrip less than 40 minutes. As our first entry
into the gPCR market, we believe the smaller, leeast, full-featured Eco System will enable morestists to use real-time PCR technology in their
research.

Our Services

In addition to the products we supply to customersalso provide sequencing and genotyping sertizesigh our CLIA-certified, CAP-
accredited laboratory.

FastTrack Services

One of the ways in which we compete and extenddheh of our systems in the genetic analysis masketdeliver services that leverage our
proprietary technologies and the expertise of cigrdists to perform genotyping and sequencing
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services for our customers. We began offering gaiing services to academic institutions, biotechgg) and pharmaceutical customers in 2002. The
in-house molecular geneticists that make up outTFask Genotyping team help customers perform GVpAgects, linkage analysis, and fine
mapping studies to meet their deadlines, emploginange of our products, including standard antbocussoldenGate, standard Infinium and Infini
HD, and iSelect Infinium assays. These projectgean size from a few hundred to over 10,000 sasple

After five years of building an infrastructure t@pport genotyping services, we expanded to detigguencing services in 2007. We continue to
combine the power of our proprietary SBS technojegth the consultative and analytical capabilité®ur FastTrack Sequencing team to execute
high-value projects such as whole-genome sequentargeted resequencing, digital expression pmafjland small RNA discovery. Projects range
from small sample sets requiring as little as amg to large-scale projects such as de novo wheteme sequencing that demand multiple instrun
running in parallel for extended periods of time.

Service Partnership Programs

To complement our own service capabilities, we hdaxeloped partnered programs such as our Cerfiggdice Providers (CSPro) and lllumina
Genome Network (IGN), to create a world-wide netwof lllumina technology-enabled service offeririgat broaden our market reach. lllumina
CSPro is a collaborative service partnership eistaddl between lllumina and leading genome centetgesearch laboratories to ensure the delive
high-quality genetic analysis services. It provides mpetitive advantage for service providers, whiansuring that customers will receive Illurr
data quality and service. To become a CSPro provideticipating laboratories must complete a thpbased Illumina certification process. There are
over 65 lllumina CSPro-certified organizations wdevide providing sequencing, genotyping, and gemeession services using our technologies and
products.

Introduced in July 2010, the IGN links researchetsrested in conducting large whole genome sedngmrojects with leading institutes
worldwide that possess our next-generation seqogriechnology. The IGN provides a cost-effectivd dapendable way to complete large
sequencing projects. All IGN partners are expeeedrend well-published using lllumina technologyd @ach has completed lllumina's Certified
Service Provider (CSPro) certification. Each IGMtper possesses ten or more lllumina sequencirtgrags(HiSeq 2000 systems and/or Genome
Analyzers), providing the scalability to handle e\ke largest sequencing projects with rapid cotigigimes. Current members include: British
Columbia Cancer Agency's Genome Science Centreelsiiy of Washington Department of Genome Sciendational Center for Genome
Resources, Macrogen/Genomic Medicine Institute, llmahina's own FastTrack Services.

Individual Genome Sequencing

Introduced in June 2009, lllumina's Individual Ger@Sequencing Service provides personal genomeseigg for consumers. It is performed
in our CLIA-certified, CAP-accredited laboratorying our next-generation sequencing technology. Seeice is built around physician-patient
consultation, with a physician's order requirethttate the process. The offering includes sequenof an individual's DNA to 30-times depth,
providing information on SNP variation and otheustural characteristics of the genome such astinss, deletions, and rearrangements. We are
collaborating with a number of partners to provddeondary data analysis such as calculation odsksesk, ancestry, and information on traits of
interest. The service requires individuals to fallour physician-mediated process, which involvesarvice consultation, patient consent, and a
seven-day “cooling off” period during which the igait may withdraw consent. The final genome datatisrned to the physician, who in turn delivers
it to the consumer.

Intellectual Property

We have an extensive intellectual property porfalcluding, as of February 1, 2012, ownershipofxclusive licenses to, 235 issued U.S.
patents and 173 pending U.S. patent applicatioctyding 11 allowed applications that have notigetied as patents. Our issued patents include
directed to various aspects of our arrays, asséigs, synthesis, sequencing technology, instrumeartd chemical detection technologies, and have
terms that expire between 2012 and 2030. We aoatio file new patent applications to protect thiériinge of our technologies. We have filed or
have been granted counterparts for many of theemtsaand applications in foreign countries.

We also rely upon trade secrets, know-how, copyrigihd trademark protection, as well as contintéadinological innovation and licensing
opportunities to develop and maintain our competiposition. Our success will depend in part onahility to obtain patent protection for our
products and processes, to preserve our tradetisecrenforce our patents, copyrights and tradkespan operate without infringing the proprietary
rights of third parties, and to acquire licenséatesl to enabling technology or products.
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We are party to various exclusive and non-excluboemse agreements and other arrangements withghrties that grant us rights to use key
aspects of our array and sequencing technologieayanethods, chemical detection methods, reagenakd scanning equipment. We have exclt
licenses from Tufts University to patents thatdirected to our BeadArray technology. These patestre filed by Dr. David Walt, who is a member
of our board of directors, the Chairman of our 8tifec Advisory Board, and one of our founders. r@wclusive licenses expire with the terminatiol
the underlying patents, which will occur betweed2@nd 2020. We have additional nonexclusive §eesgreements with various third parties for
other components of our products. In most cabesagreements remain in effect over the term ofitiderlying patents, may be terminated at our
request without further obligation, and requiret thra pay customary royalties while the agreemeint effect.

Research and Development

We have made substantial investments in reseactderelopment since our inception. We have assehabteam of skilled scientists and
engineers who are specialists in biology, chemistfprmatics, instrumentation, optical systemdtvgare, manufacturing, and other related areas
required to complete the development of our praglu@ur research and development efforts have fdgusmarily on the tasks required to optimize
and support commercialization of the products amdises derived from our technologies.

Our research and development expenses for fisddl, ZD10, and 2009 were $196.9 million , $177.9ioml, and $140.6 million , respectively.
We expect research and development expense t@secrkiring 2012 as a result of the growth of ogifass and as we continue to expand our
research and product development efforts.

Marketing and Distribution

Our current products address the genetic analgstoop of the life sciences market, in particukxperiments involving sequencing, SNP
genotyping, and gene expression profiling. Thegeements may be involved in many areas of bioleggzarch, including basic human disease
research, pharmaceutical drug discovery and dereap pharmacogenomics, toxicogenomics, and aranhgricultural research. Our potential
customers include leading genomic research certeaslemic institutions, government laboratoried, @dimical research organizations, as well as
pharmaceutical, biotechnology, agri-genomics, asumer genomics companies. The genetic analysieeina relatively new and emerging and its
size and speed of development will ultimately bigedr by, among other items:

» the ability of the research community to extnaetdically valuable information from genomics aaagpply that knowledge to multiple
areas of disease-related research and treatment;

» the availability of sufficiently low cost, higtiroughput research and analysis tools to enabléatiye amount of experimentation and
analysis required to study genetic variation amdogiical function; and

» the availability of government and private indudumding to perform the research required to extmaedically relevant information froi
genomic analysis.

We market and distribute our products directlydstomers in North America, Europe, Latin Ameriaad ¢he Asia-Pacific region. In each of
these areas, we have dedicated sales, servicapaitidation support personnel responsible for edpanand managing their respective customer
bases. In addition, in certain markets within E@dpe Asia-Pacific region, Latin America, the MigliEast, and South Africa we sell our products and
provide services to customers through distributioas specialize in life science products. We expecontinue to increase our sales and distribution
resources during 2012 and beyond as we launch aewaof new products and expand the number of custothat can use our products.

Manufacturing

We manufacture sequencing and array platformsgergddts, scanning equipment, and oligos. Our mactufing capacity for consumables and
instruments has grown during 2011 to support irsgdaustomer demand. To continue to increase thpuignd improve the quality and
manufacturing yield as we increase the compleXityur products, we are exploring ways to contimméasing the level of automation in the
manufacturing process. We adhere to access ang stdadards required by federal, state, and loealth ordinances, such as standards for the use,
handling, and disposal of hazardous substances.

Raw Materials
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Our manufacturing operations require a wide variétsaw materials, electronic and mechanical coneptsy chemical and biochemical materi
and other supplies. We have multiple commerciateEaifor many of our components and supplies; hewdkiere are some raw materials and
components that we obtain from single source sappliTo mitigate potential risks arising from segburce suppliers, we believe that we can red
our products for alternative components or useratése reagents, if required. In addition, while generally attempt to keep our inventory at miiima
levels, we purchase incremental inventory as cistantes warrant to protect our supply chain.

Competition

Although we believe that our products and servgrevide significant advantages over products andces currently available from other
sources, we expect to continue to encounter inteasgetition from other companies that offer pradwamnd services for sequencing, SNP genotyping,
gene expression, and molecular diagnostics markkese include companies such as Affymetrix, 1Agilent Technologies, Inc.; Complete
Genomics, Inc.; Helicos BioSciences Corporatiomé&al Electric Company; Life Technologies CorpamatiLuminex Corporation; Pacific
Biosciences of California, Inc.; QIAGEN N.V.; andé&he Diagnostics Corp., among others. Some of tb@sganies have or will have substantially
greater financial, technical, research, and otbsources and larger, more established marketifes, stistribution, and service organizations than w
do. In addition, they may have greater name rec¢mgnihan we do in the markets we address andritestases a larger installed base of systems.
of these markets is very competitive and we expewt competitors to emerge and the intensity of ctitipn to increase. In order to effectively
compete with these companies, we will need to destnate that our products have superior throughqmst, and accuracy advantages over competing
products.

Segment and Geographic Information

In accordance with the authoritative accountinglgotce for segment reporting, we have determingdibdave two operating segments for
purposes of recording and reporting our finan@alits: Life Sciences and Diagnostics. Our LifeeSces operating segment includes all products and
services related to the research market, namelgrthdduct lines based on our sequencing, BeadAxasaCode, and real-time PCR technologies. Our
Diagnostics operating segment focuses on the enteggiportunity in molecular diagnostics. Duringmriods presented, our Diagnostics operating
segment had limited activity. Accordingly, our fir@al results for both operating segments are tedarn an aggregate basis as one reportable
segment. We will begin reporting in two operatiegents once revenues, operating profit or losassets of the Diagnostics operating segment
exceed 10% of the consolidated amounts.

We currently sell our products to a number of cors outside the United States, including custorimengher areas of North America, Europe,
and the Asia-Pacific region. Shipments to customatside the United States totaled $526.8 millmm50% of our total revenue, during fiscal 2011,
compared to $403.8 million, or 45%, and $319.1iomill or 48%, in fiscal 2010 and 2009, respectiv8igles to customers outside of the United States
were generally denominated in U.S. dollars. In 2808 reorganized our international structure taladgh more efficient channels among product
development, product manufacturing, and sales.rébeganization increased our foreign subsidiagestipated dependence on the U.S. entity for
management decisions, financial support, produ@gsets, and inventory thereby making the foreigpsisliaries more of a direct and integral
component of the U.S. entity's operations. As altewe reassessed the primary economic environofemtr foreign subsidiaries and determined the
subsidiaries are more U.S. dollar based, resuitiregU.S. dollar functional currency determinatiévie expect that sales to international customelts wi
continue to be an important and growing sourceewénue. See note “15. Segment Information, Geogrdpdita, and Significant Customeiig’Part I,
Item 8 of this Form 10-K for further informationmeerning our foreign and domestic operations.

Backlog

Our backlog was $250.5 million and $299.0 milligdanuary 1, 2012 and January 2, 2011, respecti@agerally, our backlog consists of orc
believed to be firm as of the balance sheet dategkier, we may allow customers to make producttgutiens as we launch new products. The tin
of shipments depends on several factors includiggged upon shipping schedules, which may spanpieutfuarters, and whether the product is
catalog or custom. We expect an estimated 90%eolbtitklog as of January 1, 2012 to be shippedmitte fiscal year ending December 30, 2012.
Although we generally recognize revenue upon thedfier of title to a customer, we may be requiceddfer the recognition of revenue even after title
transfer depending on the specific arrangement avithstomer and the applicable accounting treatment

Seasonality
Historically, customer purchasing patterns haveshotwvn significant seasonal variation, although aeanfor our
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products is usually lowest in the first quartetted calendar year and highest in the third quarfténe calendar year as a result, in part, of U.S.
academic customers spending unused budget allosdiifore the end of the U.S. government's fiseat yn September 30 of each year. During 2
however, the U.S. government extended the timefrawee which the unused budget allocations couldtiieed, which led to purchasing delays from
some of our customers.

Environmental Matters

We are committed to the protection of our employe®s the environment. Our operations require tieeofifiazardous materials that subject us to
a variety of federal, state, and local environmiezmha safety laws and regulations. We believe vedramaterial compliance with current applicable
laws and regulations; however, we could be heladifor damages and fines should contaminatioh@®nvironment or individual exposures to
hazardous substances occur. In addition, we caedict how changes in these laws and regulatmme development of new laws and regulations,
will affect our business operations or the costafpliance.

Government Regulation

Our products are not currently subject to FDA deae or approval if they are not intended to bel fisethe diagnosis of disease. However, as
we expand our product line to encompass produatsatte intended to be used for the diagnosis efdis, such as molecular diagnostic products,
regulation by governmental authorities in the Ushitates and other countries will be a signifidaator in the development, testing, production, and
marketing of such products. Products that we devigldhe molecular diagnostic markets, dependintheir intended use, will be regulated as medical
devices by the FDA and comparable agencies of citwentries and may require either receiving clezednllowing a pre-market notification process,
also known as a 510(k) clearance, or premarketoapp(PMA), from the FDA prior to marketing. Obtaig the requisite regulatory approvals can be
expensive and may involve considerable delay.

The shorter 510(k) clearance process, which gdgededles from three to six months after submissbart,can take significantly longer, may be
utilized if it is demonstrated that the new prodisctsubstantially equivalent” to a similar produkat has already been cleared by the FDA. Thedong
PMA process is much more costly, uncertain, ancgily takes from nine months to two years aftiéndi Because we cannot be certain that any
molecular diagnostic products that we develop bellsubject to the shorter 510(k) clearance processill ultimately be approved at all, the
regulatory approval process for such products neagignificantly delayed and may be significantlyrsmexpensive than anticipated. If we fail to
obtain, or experience significant delays in obtainiregulatory approvals for molecular diagnostmdpicts that we develop, we may not be able to
launch or successfully commercialize such prodincgstimely manner, or at all.

Changes to the current regulatory framework, indgdhe imposition of additional or new regulatiposuld arise at any time during the
development or marketing of our products, which megatively affect our ability to obtain or maimt&DA or comparable regulatory approval of our
products, if required.

In addition, the regulatory approval or clearanapss required to manufacture, market, and sekxigting and future products that are
intended for, and marketed and labeled as, “Relsédse Only,” or RUO, is uncertain if such produats used or could be used, even without our
consent, for the diagnosis of disease. If the FDAtber regulatory authorities assert that anywfRUO products are subject to regulatory clearance
or approval, our business, financial conditiontesults of operations could be adversely affected.

Employees

As of January 1, 2012, we had a total of approxéiye2,200 employees. None of our employees aresepted by a labor union. We consider
our employee relations to be positive. Our suceaslepend in large part upon our ability to attrand retain employees. In addition, we employ a
number of temporary and contract employees. We daogpetition in this regard from other companiesgarch and academic institutions, governt
entities, and other organizations.

ITEM 1A. Risk Factors

Our business is subject to various risks, includimgse described below. In addition to the oth&rimation included in this Form 10-K, the
following issues could adversely affect our opemgtiesults or our stock price.

We are subject to a takeover bid that may be disiugpto our business and threatens to adverselefffour business, financial condition, or
results of operations.
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CKH Acquisition Corp. and Roche Holding Ltd. (toget, “Roche”) have commenced an unsolicited hostkh tender offer to purchase all of
our outstanding common stock. The Roche tender ffeubject to numerous conditions, some of whiehat the discretion of Roche. Roche also
announced that it intends to oppose the re-eledtfidour directors serving on our board of direstathose terms expire at the 2012 annual meeting of
stockholders, including the Chairman of the Board aur Chief Executive Officer. In connection witte Roche tender offer, four stockholder class
action lawsuits have been filed against us, andntieipate that additional lawsuits may be fileésponding to the Roche tender offer, the adverse
proxy solicitation, and the lawsuits may be a mdjstraction for management and may require usdorisignificant costs. Moreover, the hostile and
unsolicited nature of the offer may disrupt ouribass by causing uncertainty among current anchfiatemployees, producers, suppliers, customers,
and other constituencies important to our suceesigh could negatively impact our financial reswdted business initiatives. We believe the future
trading price of our common stock is likely to balatile and could be subject to wide price fluctoias based on many factors, including uncertainty
associated with the unsolicited offer by Roche.

Our Certificate of Incorporation and Bylaws includanti-takeover provisions that may make it diffidibr another company to acquire control
of us or limit the price investors might be willingp pay for our stock.

Certain provisions of our Certificate of Incorpaoatand Bylaws could delay the removal of incumbgirgctors and could make it more difficult
to successfully complete a merger, tender offeproxy contest involving us. These provisions inewur Preferred Shares Rights AgreemeRigHts
Agreement”), commonly known as a “poison pill” gmavisions in our Certificate of Incorporation thlgve our Board the ability to issue preferred
stock and determine the rights and designationiseopreferred stock at any time without stockhokgoroval. The rights of the holders of our comi
stock will be subject to, and may be adverselycaéfé by, the rights of the holders of any prefestxtk that may be issued in the future. The isseian
of preferred stock, while providing flexibility ioonnection with possible acquisitions and othepomate purposes, could have the effect of making it
more difficult for a third party to acquire, or discouraging a third party from acquiring, a majodf our outstanding voting stock. In additioneth
staggered terms of our board of directors coulctthe effect of delaying or deferring a changedntml. One of the conditions of the Roche tender
offer is the removal or amendment of our Rightse&gnent such that Roche’s acquisition of our stoclldvnot trigger the provisions of the Rights
Agreement. To date, our board has not agreed tor&moval or amendment.

In addition, certain provisions of the Delaware &mh Corporation Law (“DGCL"), including Section 20f the DGCL, may have the effect of
delaying or preventing changes in the control onagement of Illlumina. Section 203 of the DGCL pd&s, with certain exceptions, for waiting
periods applicable to business combinations withldtolders owning at least 15% and less than 85&eo¥oting stock (exclusive of stock held by
directors, officers, and employee plans) of a camgpa

The above factors may have the effect of detetivgjile takeovers or otherwise delaying or preventhanges in the control or management of
lllumina, including transactions in which our stbokders might otherwise receive a premium overféiremarket value of our common stock.

Reduction or delay in research and development beidgand government funding may adversely affect oevenue.

A substantial portion of our revenue is derivedrfrgenomic research centers, academic institutgmsernment laboratories, and clinical
research organizations, as well as pharmaceulicachnology, agrigenomics, and consumer genooginganies, and their capital spending budgets
can have a significant effect on the demand forpwaducts and services. These budgets are baseavinte variety of factors, including the allocation
of available resources to make purchases, fundarg fovernment sources, the spending prioritiesrenvarious types of research equipment, and
policies regarding capital expenditures during ss@mary periods. Any decrease in capital spendirgdpange in spending priorities of our customers
could significantly reduce our revenue. Moreoveg,lvave no control over the timing and amount otpases by our customers, and, as a result,
revenue from these sources may vary significanily  factors that can be difficult to forecastyAfelay or reduction in purchases by our customers
or our inability to forecast fluctuations in demaswlld harm our future operating results.

The timing and amount of revenues from customesrily on government and academic research fundengvary significantly due to factors
that can be difficult to forecast, and there remaignificant uncertainty concerning government academic research funding worldwide as
governments in the United States and Europe, iticpéar, focus on reducing fiscal deficits whilethé same time confronting slowing economic
growth. Research funding for life science reseaichincreased more slowly during the past sevemisycompared to previous years and has declinec
in some countries. Government funding of reseancthdevelopment is subject to the political procedsch is inherently fluid and unpredictable.

Other programs, such as defense, entittement pregrar general efforts to reduce budget deficitddtbe viewed by governments as a higher pric
These budgetary pressures may result in reducechéitbns to government
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agencies that fund research and development aesivituch as the U.S. National Institute of Health\IH. Past proposals to reduce budget deficits
have included reduced NIH and other research anelalement allocations. Any shift away from the finglof life sciences research and development
or delays surrounding the approval of governmengletiproposals may cause our customers to deltyemo purchases of our products, which could
adversely affect our business, financial conditmmesults of operations.

We face intense competition, which could render qaroducts obsolete, result in significant price nections, or substantially limit the volume of
products that we sell.

We compete with life sciences companies that desigmufacture, and market products for analysigeoktic variation and biological function
and other applications using a wide-range of coingdechnologies. We anticipate that we will con@rto face increased competition as existing
companies develop new or improved products anéascompanies enter the market with new technolo@eg or more of our competitors may
render our technology obsolete or uneconomical.eSehour competitors have greater financial andgqamel resources, broader product lines, a more
established customer base, and more experieneséanch and development than we do. Furtherméesdiences and pharmaceutical companies,
which are our potential customers and strategithpes, could also develop competing products. Wieveethat customers in our markets display a
significant amount of loyalty to their initial sulgr of a particular product; therefore, it maydificult to generate sales to potential custonvene
have purchased products from competitors. To thenéxve are unable to be the first to develop ppsunew products, our competitive position may
suffer.

The market for molecular diagnostics products isently limited and highly competitive, with sevelarge companies already having significant
market share, intellectual property portfolios, aegulatory expertise. Established diagnostic caorigsaalso have an installed base of instruments in
several markets, including clinical and refererad®tatories, which could deter acceptance of cenlymts. In addition, some of these companies have
formed alliances with genomics companies that pletihem access to genetic information that mayberporated into their diagnostic tests.

If we lose our key personnel or are unable to atttaand retain additional personnel, we may be unald achieve our goals.

We are highly dependent on our management andticgrersonnel, including Jay Flatley, our Presitland Chief Executive Officer. The loss
of their services could adversely impact our apiiit achieve our business objectives. The hostiteumsolicited nature of the Roche offer coupleth
Roche's efforts to oppose the re-election of Matley to our board of directors at the 2012 anmexting of stockholders may adversely affect our
business by causing uncertainty among current atehfial employees. In addition, the continued dgloef our business depends on our ability to hire
additional qualified personnel with expertise inlewular biology, chemistry, biological informatipnocessing, sales, marketing, and technical sug
We compete for qualified management and sciengéisonnel with other life science companies, usities, and research institutions, particularly
those focusing on genomics. Competition for thesividuals, particularly in the San Diego and SaarEisco area, is intense, and the turnover rate
can be high. Failure to attract and retain managéargd scientific personnel would prevent us framsping collaborations or developing our prodi
or technologies. Additionally, integration of acpd companies and businesses can be disruptiveingskey employees of the acquired business to
leave. Further, we use stock options and restristieck units to provide incentives for our key persel to remain with us and to align their intesest
with those of the Company by building long-termc&twolder value. If our stock price decreases, tilaesof these equity awards decreases and
therefore reduces a key employee's incentive to sta

Our success depends upon the continued emergenckegiawth of markets for analysis of genetic variati and biological function.

We design our products primarily for applicationghie life sciences, diagnostic, agricultural, ahdrmaceutical industries. The usefulness o
technologies depends in part upon the availahilityenetic data and its usefulness in identifyingreating disease. We are focusing on markets for
analysis of genetic variation and biological funaotinamely sequencing, genotyping, and gene expregsofiling. These markets are new and
emerging, and they may not develop as quickly aantieipate, or reach their full potential. Othesthiods of analysis of genetic variation and
biological function may emerge and displace thehods we are developing. Also, researchers mayeabke to successfully analyze raw genetic data
or be able to convert raw genetic data into meljicaluable information. For instance, demand for microarray products may be adversely affected
if researchers fail to find meaningful correlatidretween genetic variation, such as SNPs, andstissesceptibility through genome wide association
studies. In addition, factors affecting researcth é@velopment spending generally, such as changée iregulatory environment affecting life scies
and pharmaceutical companies, and changes in goeatrprograms that provide funding to companiesrasdarch institutions, could harm our
business. If useful genetic data is not availablié aur target markets do not develop in a timelgnner, demand for our
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products may grow at a slower rate than we expact,we may not be able to sustain profitability.

If the quality of our products does not meet ourstomers' expectations, then our reputation couldfen and ultimately our sales and operating
earnings could be negatively impacted.

In the course of conducting our business, we miestjaately address quality issues associated witproducts and services, including defects in
our engineering, design, and manufacturing prosgessewell as defects in third-party componentiiged in our products. Because our instruments
and consumables are highly complex, the occurrehdefects may increase as we continue to introdege products and services and as we scale up
manufacturing to meet increased demand for ourymsdand services. Although we have establishedriat procedures to minimize risks that may
arise from product quality issues, there can bassurance that we will be able to eliminate orgait occurrences of these issues and associated
liabilities. In addition, identifying the root caei®f quality issues, particularly those affectieggents and third-party components, may be difficul
which increases the time needed to address qusdites as they arise and increases the risk thdasproblems could recur. Finding solutions to
quality issues can be expensive, and we may inguoificant costs or lost revenue in connection witr example, shipment holds, product recalls, and
warranty or other service obligations. In additiqoality issues can impair our relationships wigwror existing customers and adversely affect our
brand image, and our reputation as a producergbf fiiality products could suffer, which could achedy affect our business, financial condition, or
results of operations.

Our continued growth is dependent on continuouslgwtloping and commercializing new products.

Our target markets are characterized by rapid @olgical change, evolving industry standards, clkarig customer needs, existing and emel
competition, strong price competition, and frequesw product introductions. Accordingly, our coniia growth depends on continuously developing
and commercializing new products and servicesudioh improving our existing products and serviéegirder to address evolving market
requirements on a timely basis. If we fail to inatevor adequately invest in new technologies, ootlycts and services will become dated, and we
could lose our competitive position in the markéet we serve as customers purchase new proddeteadby our competitors. We believe that
successfully introducing new products and techrielb@ our target markets on a timely basis proviasignificant competitive advantage because
customers make an investment of time in selectimbl@arning to use a new product and may be relttdaswitch once that selection is made.

To the extent that we fail to introduce new andiative products, or such products are not acceptdte market or suffer significant delays in
development, we may lose market share to our catopgtwhich will be difficult or impossible to regn. An inability, for technological or other
reasons, to develop successfully and timely intceduew products could reduce our growth rate cgretlse have an adverse effect on our business. Ir
the past, we have experienced, and are likely p@®ence in the future, delays in the developmadtiatroduction of new products. There can be no
assurance that we will keep pace with the rapiel ohthange in our markets or that our new prodwidtsadequately meet the requirements of the
marketplace, achieve market acceptance, or corspetessfully with competing technologies. Soméheffactors affecting market acceptance of new
products and services include:

» availability, quality, and price relative to comimet products and servict

» the functionality and performance of new and emgsfroducts and servic

» the timing of introduction of new products or sees relative to competing products and serv
» scientists' and customers' opinions of the utdityew products or servict

» citation of new products or services in publishesearct

* regulatory trends and approvals;

* general trends in life sciences research and appierkets

We may also have to write off excess or obsoleteritory if sales of our products are not consistétit our expectations or the market
requirements for our products change due to teehirioovations in the marketplace.

If we do not successfully manage the developmerdanofacturing, and launch of new products or servigencluding product transitions, our
financial results could be adversely affected.

We face risks associated with launching new praantl preannouncing products and services when the produdasrvices have not been fu
developed or tested. If our products and servicesiat able to deliver the performance or results
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expected by our target markets or are not delivered timely basis, our reputation and credibitity suffer. If we encounter development challenges
or discover errors in our products late in our degment cycle, we may delay the product launch.dataddition, we may experience difficulty in
managing or forecasting customer reactions, puiehatecisions, or transition requirements or pragdsuch as trade-in programs) with respect to
newly launched products (or products in developinestative to our existing products, which couldraxsely affect sales of our existing products. The
expenses or losses associated with unsuccesstidgirdevelopment or launch activities or lack ofkeaacceptance of our new products could
adversely affect our business, financial conditmmesults of operations.

We depend on third-party manufacturers and suppfigor components and materials used in our prodyaad if shipments from these
manufacturers or suppliers are delayed or interraggt, or if the quality of the components or matesaupplied doot meet our requirements, v
may not be able to launch, manufacture, or ship ogomoducts in a timely manner, or at all.

The complex nature of our products requires custedhiprecision-manufactured components and matehat currently are available from a
limited number of sources, and, in the case of scomeponents and materials, from only a single saufaeliveries from these vendors are delaye
interrupted for any reason, or if we are otherwisable to secure a sufficient supply, we may natide to obtain these components or materials on a
timely basis or in sufficient quantities or quagj or at all, in order to meet demand for our pet&l We may need to enter into contractual
relationships with manufacturers for commerciallsgaoduction of some of our products, or develwgse capabilities internally, and there can be no
assurance that we will be able to do this on alfirbasis, in sufficient quantities, or on commeltgiaeasonable terms. In addition, the lead time
needed to establish a relationship with a new seipphn be lengthy, and we may experience delagseeting demand in the event we must switch
new supplier. The time and effort required to gyadi new supplier could result in additional coslisersion of resources, or reduced manufacturing
yields, any of which would negatively impact ourogting results. Accordingly, we may not be ablegtablish or maintain reliable, high-volume
manufacturing at commercially reasonable costg al.an addition, the manufacture or shipmenbof products may be delayed or interrupted if the
quality of the components or materials suppliedbyvendors does not meet our requirements. Cuoreioture social and environmental regulations
or critical issues, such as those relating to tuesng of conflict minerals from the DemocraticgRélic of the Congo or the need to eliminate
environmentally sensitive materials from our praducould restrict the supply of components andengds used in production or increase our costs.
Any delay or interruption to our manufacturing pges or in shipping our products could result it tegsenue, which would adversely affect our
business, financial condition, or results of operst.

If we are unable to increase our manufacturing capity and develop and maintain operation of our mdacturing capability, we may not be
able to launch or support our products in a timefganner, or at all.

We continue to rapidly increase our manufacturiagecity to meet the anticipated demand for our ygetsd Although we have significantly
increased our manufacturing capacity and we believdave plans in place sufficient to ensure weetadequate capacity to meet our current busines:
plans, there are uncertainties inherent in expandiur manufacturing capabilities, and we may noalle to sufficiently increase our capacity in a
timely manner. For example, manufacturing and pcoduality issues may arise as we increase pragtucéites at our manufacturing facilities and
launch new products. Also, we may not manufactueeright product mix to meet customer demand, eéalheas we introduce new products. As a
result, we may experience difficulties in meetimgtomer, collaborator, and internal demand, in Wit@ase we could lose customers or be required to
delay new product introductions, and demand forppaducts could decline. Additionally, in the pasg have experienced variations in manufacturing
conditions and quality control issues that haveperarily reduced or suspended production of cepadducts. Due to the intricate nature of
manufacturing complex instruments, consumables paoducts that contain DNA, we may encounter sinmatapreviously unknown manufacturing
difficulties in the future that could significanttgduce production yields, impact our ability tariah or sell these products (or to produce them
economically), prevent us from achieving expectedgrmance levels, or cause us to set prices thdehwide adoption by customers.

Additionally, we currently manufacture in a limitedmber of locations. Our manufacturing faciliteee located in San Diego and Hayward,
California; Singapore; and Little Chesterford, ditkingdom. These areas are subject to naturatdisasuch as earthquakes, wildfires, or flooda. If
natural disaster were to damage one of our falisignificantly or if other events were to causeaperations to fail, we may be unable to
manufacture our products, provide our serviceslemelop new products.

Also, many of our manufacturing processes are aatedniand are controlled by our custom-designed#bry information management system
(LIMS). Additionally, the decoding process in ouray manufacturing requires significant network atatage infrastructure. If either our LIMS
system or our networks or storage infrastructureevie fail for an extended period of time, it malvarsely impact our ability to manufacture our
products on a timely basis and could prevent us
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from achieving our expected shipments in any giyernod.

Our acquisitions expose us to risks that could athedy affect our business, and we may not achigwe anticipated benefits of acquisitions of
businesses or technologies.

As part of our strategy to develop and identify n@aducts, services, and technologies, we have neexdemay continue to make, acquisitions of
technologies, products, or businesses. Acquisitiomslve numerous risks and operational, finan@all managerial challenges, including the
following, any of which could adversely affect dwrsiness, financial condition, or results of operat:

» difficulties in integrating new operations, techogikes, products, and personi

* lack of synergies or the inability to realizgperted synergies and castvings

» difficulties in managing geographically dispersegei@tions

» underperformance of any acquired technology, prpdudusiness relative to our expectations angtiee we paic

* negative near-term impacts on financial resafitsr an acquisition, including acquisitioelated earnings charg

» the potential loss of key employees, customers sénadegic partners of acquired compat

» claims by terminated employees and shareholdesisafired companies or other third parties reladeitie transactio

» the issuance of dilutive securities, assumptioimcurrence of additional debt obligations or expes, or use of substantial portions of our
cash;

» diversion of management's attention and comparguress from existing operations of the busir
* inconsistencies in standards, controls, procedarespolicies

» the impairment of intangible assets as a redukchnological advancements, or worse-than-exgegérformance of acquired
companies; and

« assumption of, or exposure to, unknown contingeabilities or liabilities that are difficult to idgify or accurately quantif

In addition, the successful integration of acquibedinesses requires significant efforts and exgpansoss all operational areas, including sales
and marketing, research and development, manufiagidinance, legal, and information technologiBisere can be no assurance that any of the
acquisitions we make will be successful or will bewill remain, profitable. Our failure to succidly address the above risks may prevent us from
achieving the anticipated benefits from any actjoisiin a reasonable time frame, or at all.

Any inability to effectively protect our proprietsirtechnologies could harm our competitive position.

Our success depends to a large extent on ouryatioildevelop proprietary products and technologies to obtain patents and maintain adequate
protection of our intellectual property in the UWrdtStates and other countries. If we do not pratecintellectual property adequately, competitoesy
be able to use our technologies and thereby eroadecmpetitive advantage. The laws of some foreimmtries do not protect proprietary rights to the
same extent as the laws of the United States, amy mompanies have encountered significant chaeigestablishing and enforcing their
proprietary rights outside of the United StateseSethchallenges can be caused by the absence ®andanethods for the establishment and
enforcement of intellectual property rights outside¢he United States.

The proprietary positions of companies developoal4 for the life sciences, genomics, agricultuaalg pharmaceutical industries, including our
proprietary position, generally are uncertain antgive complex legal and factual questions. We léllable to protect our proprietary rights from
unauthorized use by third parties only to the extieat our proprietary technologies are covereddlid and enforceable patents or are effectively
maintained as trade secrets. We intend to applgdtents covering our technologies and productgeadeem appropriate. However, our patent
applications may be challenged and may not resudtsued patents or may be invalidated or narrawasdope after they are issued. Questions as to
inventorship or ownership may also arise. Any firgdihat our patents or applications are unenfoitesaduld harm our ability to prevent others from
practicing the related technology, and a findirgf tithers have inventorship or ownership rightsuopatents and applications could require us to
obtain certain rights to practice related techni@sgwhich may not be available on
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favorable terms, if at all. Furthermore, as isspaténts expire, we may lose some competitive adgenas others develop competing products, and, a:
a result, we may lose revenue.

In addition, our existing patents and any futureepts we obtain may not be sufficiently broad tevent others from practicing our technologies or
from developing competing products and may theeefail to provide us with any competitive advantagke may need to initiate lawsuits to protec
enforce our patents, or litigate against third ypataims, which would be expensive, and, if we Josay cause us to lose some of our intellectual
property rights and reduce our ability to competéhe marketplace. Furthermore, these lawsuits diagrt the attention of our management and
technical personnel. There is also the risk that¢ist may independently develop similar or altexeat&chnologies or design around our patented
technologies. In that regard, certain patent appibas in the United States may be maintained ¢nesy until the patents issue, and publication of
discoveries in the scientific or patent literatteed to lag behind actual discoveries by severaiths

We also rely upon trade secrets and proprietaryvkinow protection for our confidential and proprigténformation, and we have taken security
measures to protect this information. These meashmvever, may not provide adequate protectiomdortrade secrets, know-how, or other
confidential information. Among other things, weskeo protect our trade secrets and confidentfakimation by entering into confidentiality
agreements with employees, collaborators, and ttamss. There can be no assurance that any cotifidignagreements that we have with our
employees, collaborators, and consultants will gle@wneaningful protection for our trade secrets esfidential information or will provide adequate
remedies in the event of unauthorized use or dscof such information. Accordingly, there alsm de no assurance that our trade secrets will not
otherwise become known or be independently devdlbyecompetitors.

Litigation, other proceedings, or third party claisof intellectual property infringement could regu us to spend significant time and money
and could prevent us from selling our products a@rsices.

Our success depends, in part, on our non-infringeémmiethe patents or proprietary rights of thirdtgs. Third parties have asserted and may in
the future assert that we are employing their pet@ry technology without authorization. As we emtew markets or introduce new products, we
expect that competitors will likely claim that guroducts infringe their intellectual property riglets part of a business strategy to impede our
successful competition. In addition, third partieay have obtained and may in the future obtainrpsit@llowing them to claim that the use of our
technologies infringes these patents. We couldrisabstantial costs and divert the attention ofrnanagement and technical personnel in defending
ourselves against any of these claims. Any adweils®g or perception of an adverse ruling in defegdurselves against these claims could have an
adverse impact on our stock price, which may bprdrtionate to the actual import of the rulirgeif. Furthermore, parties making claims against us
may be able to obtain injunctive or other reliehigh effectively could block our ability to develdgrther, commercialize, or sell products or segsic
and could result in the award of substantial dammagginst us. In the event of a successful infrimeyg claim against us, we may be required to pay
damages and obtain one or more licenses from plairtiles, or be prohibited from selling certain pros or services. In addition, we may be unable to
obtain these licenses at a reasonable cost, lif &/a could therefore incur substantial coststeglao royalty payments for licenses obtained fthird
parties, which could negatively affect our grossgires. In addition, we could encounter delays iodorct introductions while we attempt to develop
alternative methods or products. Defense of anglatvor failure to obtain any of these licensedanworable terms could prevent us from
commercializing products, and the prohibition desaf any of our products or services could advgraffect our ability to grow or maintain
profitability.

Our products, if used for the diagnosis of diseaseuld be subject to government regulation, and ttegulatory approval and maintenance
process for such products may be expensive, timesaming, and uncertain both in timing and in outcoe

Our products are not currently subject to FDA deae or approval if they are not intended to bel fisethe diagnosis of disease. However, as
we expand our product line to encompass produatsatte intended to be used for the diagnosis efdis, certain of our products are likely to become
subject to regulation by the FDA, or comparablenages of other countries, including requirementsrégulatory approval of such products before
they can be marketed. Such regulatory approvalgsses or clearances may be expensive, time-conguamd uncertain, and our failure to obtain or
comply with such approvals and clearances coulé laavadverse effect on our business, financialitondor operating results. In addition, changes
to the current regulatory framework, including timposition of additional or new regulations, coalise at any time during the development or
marketing of our products, which may negativelyeaffour ability to obtain or maintain FDA or comghle regulatory approval of our products, if
required.

Molecular diagnostic products, in particular, degiag on their intended use, may be regulated asaaledevices by the FDA and comparable
agencies of other countries and may require erfegiving clearance from the FDA following a prerke notification process or premarket approval
from the FDA, in each case prior to marketing. @titey the requisite
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regulatory approvals can be expensive and maywevobnsiderable delay. If we fail to obtain, or espnce significant delays in obtaining, regulatory
approvals for molecular diagnostic products thatieeelop, we may not be able to launch or succlgsommercialize such products in a timely
manner, or at all.

In addition, the regulatory approval or clearanapss required to manufacture, market, and sekxigting and future products that are
intended for, and marketed and labeled as, “Relsédse Only,” or RUO, is uncertain if such produats used or could be used, even without our
consent, for the diagnosis of disease. If the FDAtber regulatory authorities assert that anywfRUO products are subject to regulatory clearance
or approval, our business, financial conditiontesults of operations could be adversely affected.

Doing business internationally creates operatioreid financial risks for our business.

Conducting and launching operations on an intesnatiscale requires close coordination of actigiieross multiple jurisdictions and time zones
and consumes significant management resource® féivto coordinate and manage these activitieescgbely, including the risks noted below, our
business, financial condition, or results of operat could be adversely affected. We are focuseekpanding our international operations in key
markets. We have sales offices located internafiptfeoughout Europe, the Asia-Pacific region, @&zil, as well as manufacturing facilities in the
United Kingdom and Singapore. During 2011, the migj@f our sales to international customers anctpases of raw materials from international
suppliers were denominated in U.S. dollars. Shigmtcustomers outside the United States comp&8@éa 45%, and 48% of our total revenue for
the years ended January 1, 2012, January 2, 20daauary 3, 2010, respectively. We intend toinaetto expand our international presence by
selling to customers located outside of the Un@ieates and we expect the total amount of non-l8s4o continue to grow.

International sales entail a variety of risks, urthg:
» longer payment cycles and difficulties in collegticcounts receivable outside of the United St
* longer sales cycles due to the volume of transastiaking place through public tend:
* currency exchange fluctuatio
» challenges in staffing and managing foreign openrei
» tariffs and other trade barrie
* unexpected changes in legislative or regulatoryireqents of foreign countries into which we sell products
» difficulties in obtaining export licenses or in egeming other trade barriers and restrictions tegyin delivery delays; at

» significant taxes or other burdens of complyingwatvariety of foreign law

Changes in the value of the relevant currencies affegt the cost of certain items required in opemtions. Changes in currency exchange rates
may also affect the relative prices at which weabie sell products in the same market. Our rev@fmoen international customers may be negatively
impacted as increases in the U.S. dollar relatveur international customers local currency contke our products more expensive, impacting our
ability to compete. Our costs of materials fromemfational suppliers may increase if in order toticme doing business with us they raise theirgwic
as the value of the U.S. dollar decreases rel&titieeir local currency. Foreign policies and aesisegarding currency valuation could result incast
by the United States and other countries to offseeffects of such fluctuations. The recent gldinancial downturn has led to a high level of
volatility in foreign currency exchange rates andttievel of volatility may continue, which couldweersely affect our business, financial condition,
results of operations.

We are subject to risks related to taxation in miple jurisdictions and thepossible loss of the tax deduction on our outstamglconvertible note:

We are subject to income taxes in both the UnitatieS and numerous foreign jurisdictions. Signifigadgments based on interpretations of
existing tax laws or regulations are required itedwmining the provision for income taxes. Our efffez income tax rate could be adversely affected by
various factors, including, but not limited to, clgas in the mix of earnings in tax jurisdictionghndifferent statutory tax rates, changes in the
valuation of deferred tax assets and liabilitidgrges in existing tax laws or tax rates, chang#sa level of non-deductible expenses (includimays-
based compensation), changes in our future le¥elsearch and development spending, mergers apds#®ns, or the result of examinations by
various tax authorities. Although we believe owr ¢éatimates are reasonable, if the IRS or othéngeauthority disagrees with the positions taken by
the Company on its tax returns, we could have auidit tax liability, including interest and penahi If
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material, payment of such additional amounts ujiwed fidjudication of any disputes could have a mtenpact on our results of operations and
financial position.

In addition, we could lose some or all of the taxldction for interest expense associated with atstanding convertible notes if these notes are
not subject to the special Treasury Regulationgguomg contingent payment debt instruments, theshate converted, or we invest in non-taxable
investments.

An inability to manage our growth or the expansiaf our operations could adversely affect our busgse financial condition, or results of
operations.

Our business has grown rapidly, with total reverineseasing from $73.5 million for the year endaduary 1, 2006 to $1,055.5 million for the
year ended January 1, 2012 and with the numbempfayees increasing from 375 to approximately 2,@00ng the same period. We expect to
continue to experience substantial growth in otdexchieve our operating plans. The continued dlekpansion of our business and addition of new
personnel may place a strain on our managemend@grational systems. Our ability to effectively raga our operations and growth requires us to
continue to expend funds to enhance our operatifinahcial, and management controls, reportingesys, and procedures and to attract and retain
sufficient numbers of talented employees on a dlbasis. If we are unable to scale up and implermeptovements to our manufacturing process and
control systems in an efficient or timely mannearifave encounter deficiencies in existing systeand controls, then we will not be able to make
available the products required to successfullyroencialize our technology. Our future operatingitesswill depend on the ability of our management
to continue to implement and improve our reseguobluct development, manufacturing, sales and niagkeand customer support programs, enh.
our operational and financial control systems, expérain, and manage our employee base, integecafgired businesses, and effectively address new
issues related to our growth as they arise. Themebe no assurance that we will be able to manageeoent or any future expansion or acquisition
successfully, and any inability to do so could adely affect our business, financial conditionresults of operations.

Our operating results may vary significantly fromepiod to period, and we may not be able to sustgerating profitability.

Our revenue is subject to fluctuations due to itméng of sales of high-value products and servitles effects of new product launches and
related promotions, the timing and availabilityoofr customers' funding, the impact of seasonaldipgrpatterns, the timing and size of research
projects our customers perform, changes in ovepahding levels in the life sciences industry, atier unpredictable factors that may affect custome
ordering patterns. Given the difficulty in predigithe timing and magnitude of sales for our préglaad services, we may experience quarter-to-
quarter fluctuations in revenue resulting in théeptial for a sequential decline in quarterly ravenWhile we anticipate future growth, there is som
uncertainty as to the timing of revenue recognitiora quarterly basis. This is because a substgotition of our quarterly revenue is typically
recognized in the last month of a quarter and bee#he pattern for revenue generation during thattinis normally not linear, with a concentratidr
orders in the final week of the quarter. In lightlwat, our revenue cut-off and recognition progegdutogether with our manufacturing and shipping
operations, may experience increased pressureandrd during the time period shortly before the @l fiscal quarter.

A large portion of our expenses is relatively fixettluding expenses for facilities, equipment, aedsonnel. In addition, we expect operating
expenses to continue to increase significantlybsodute dollars, and we expect that our researdidamelopment and selling and marketing expenses
will increase at a higher rate in the future assult of the development and launch of new prodéatsordingly, our ability to sustain profitabilityill
depend, in part, on the rate of growth, if anypof revenue and on the level of our expenses,faegenue does not grow as anticipated, we may not
be able to maintain annual or quarterly profitapilAny significant delays in the commercial lauraffour products, unfavorable sales trends in our
existing product lines, or impacts from the ottestérs mentioned above, could adversely affecfture revenue growth or cause a sequential de
in quarterly revenue. In addition, non-cash shaged compensation expense and expenses relatedrtarm future acquisitions are also likely to
continue to adversely affect our future profitagiliDue to the possibility of significant fluctuatis in our revenue and expenses, particularly from
quarter to quarter, we believe that quarterly canispas of our operating results are not a gooccatibn of our future performance. If our operating
results fluctuate or do not meet the expectatidrstark market analysts and investors, our sto@eprould decline.

From time to time, we receive large orders thatehasgignificant effect on our operating resultthie period in which the order is recognized as
revenue. The timing of such orders is difficulpt@dict, and the timing of revenue recognition fremch orders may affect period to period changes in
net sales. As a result, our operating results ceatg materially from quarter to quarter basedhmreceipt of such orders and their ultimate
recognition as revenue.
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Changes in accounting standards and subjective asptions, estimates, and judgments by managemertteel to complex accounting matters
could significantly affect our financial results ofinancial condition.

Generally accepted accounting principles and relateounting pronouncements, implementation guidsliand interpretations with regard to a
wide range of matters that are relevant to ourrtass, such as revenue recognition, asset impaigmnerfair value determinations, inventories,
business combinations and intangible asset vahstend litigation, are highly complex and involmany subjective assumptions, estimates, and
judgments. Changes in these rules or their intepom or changes in underlying assumptions, esémar judgments could significantly change
reported or expected financial performance or faircondition.

Ethical, legal, and social concerns related to thee of genetic information could reduce demand four products or services.

Our products may be used to provide genetic inftionaabout humans, agricultural crops, and oth@ndj organisms. The information obtained
from our products could be used in a variety ofli@ppons, which may have underlying ethical, legald social concerns regarding privacy and the
appropriate uses of the resulting information,udahg the genetic engineering or modification ofi@gtural products or testing genetic predispositi
for certain medical conditions. Governmental authes could, for social or other purposes, calllfonits on or regulation of the use of genetic itegt
or prohibit testing for genetic predisposition &tain conditions, particularly for those that haseknown cure. Similarly, such concerns may lead
individuals to refuse to use genetics tests eveeimissible. These and other ethical, legal, aethsconcerns about genetic testing may limit retirk
acceptance of our technology for certain applicetior reduce the potential markets for our tectggleither of which could have an adverse effect on
our business, financial condition, or results oém@ions.

Our strategic equity investments may result in less

We periodically make strategic equity investmentsarious public and private companies with busieer technologies that may complement
our business. The market values of these stragegiity investments may fluctuate due to market ¢@rs and other conditions over which we have
no control. Other-thatemporary declines in the market price and valuatiof the securities that we hold in other companieuld require us to reca
losses in proportion to our ownership interestsTdauld result in future charges to our earnings. incertain whether or not we will realize aopd-
term benefits associated with these strategic tnersts.

Conversion of our outstanding convertible notes m@gult in losses.

As of January 1, 2012, we had $40 million aggregaitecipal amount of convertible notes due 2014 $820 million aggregate principal amount
of convertible notes due 2016 outstanding. Thesate convertible into cash, and if applicablereshaf our common stock under certain
circumstances, including trading price conditioslsited to our common stock. If the trading pric@oaf common stock remains significantly above the
conversion price of $21.83 per share with respecbhvertible notes due 2014 and $83.55 with redpemonvertible notes due 2016, we expect that
the noteholders will elect to convert the applieatbtes. Upon conversion, we are required to reaaalin or loss for the difference between the fair
value of the notes to be extinguished and theiresponding net carrying value. The fair value &f tiotes to be extinguished depends on our current
incremental borrowing rate. The net carrying valfieur notes has an implicit interest rate of 8 \8%h respect to convertible notes due 2014 4586
with respect to convertible notes due 2016. Ifinaremental borrowing rate at the time of convers®olower than the implied interest rate of the
notes, we will record a loss in our consolidatedeshent of income during the period in which theeaare converted.

ITEM 1B. Unresolved Staff Comment
None.
ITEM 2. Properties.

The following chart summarizes the facilities wade as of January 1, 2012, including the locatimhséze of each principal facility, and their
designated use. We believe our facilities are aafefior our current and near-term needs, and teatillbe able to locate additional facilities as
needed.
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Approximate

Lease

Location Square Feet Operation Expiration Dates
San Diego, CA 670,000° R&D, Manufacturing, Storage, 2012 —2031
Distribution, and Administrative

Hayward, CA 109,00( R&D, Manufacturing, and Administrative 2013 —2014
Singapore 68,00( Manufacturing and Administrative 2013 -2015
Eindhoven, the Netherlands 42,00C Distribution and Administrative 2015
Little Chesterford, United Kingdom 42,00C R&D, Manufacturing, and Administrative 2024
Madison, WI 33,00C R&D, Manufacturing, and Administrative 2012
Other 35,00C R&D, Manufacturing, Sales, and Administrative 2012 -2015

*In December 2010, we agreed to lease a facilitgan Diego, California to serve as our new corgongiadquarters, and we began the relocation procksgs 2011.
Although we expect to sublease our former corpdnatelquarters, comprising approximately 200,00@sgfeet, we have included the square footageeitathle
above as we will continue to be subject to rentlaade obligations for our former facility throu@ittober 2023.

ITEM 3. Legal Proceedings

The Company is involved in various lawsuits andnetaarising in the ordinary course of businesduiiog actions with respect to intellectual
property, employment, and contractual mattersolmection with these matters, the Company assesséisagencies to determine the degree of
probability and range of possible loss for potdra@rual in its financial statements. An estimdtes$ contingency is accrued in the financial
statements if it is probable that a liability hash incurred and the amount of the loss can bemeaty estimated. Because litigation is inherently
unpredictable and unfavorable resolutions couldinpassessing contingencies is highly subjectivkeraquires judgments about future events. The
Company regularly reviews contingencies to deteentiire adequacy of the accruals and related digelssiihe amount of ultimate loss may differ
from these estimates. Because of the uncertairgiated to the occurrence, amount, and range sfdosany pending litigation or claim, manageme
currently unable to predict their ultimate outcornwedetermine whether a liability has been incurmdo make a meaningful estimate of the reasgm
possible loss or range of loss that could resathfan unfavorable outcome. The Company believeseter, that the liability, if any, resulting from
the aggregate amount of losses for any outstariigation or claim will not have a material adversffect on the Company’s consolidated financial
position, liquidity, or results of operations.

ITEM 4. Mine Safety Disclosures

Not applicable.
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ITEM 5.

Market Information

PART Il

Market for Registran’s Common Equity, Related Stockholder Matters anduer Purchases of Equity Securitie

Our common stock has been quoted on The NASDAQ &l8blect Market under the symbol “ILMN” since Ja@i§, 2000. Prior to that time,

there was no public market for our common stocle fitlowing table sets forth, for the fiscal persoddicated, the quarterly high and low sales grice

per share of our common stock as reported on Th8D¥Q Global Select Market.

First Quarter
Second Quarter
Third Quarter

2011
High Low High
$ 74.12  $ 61.87 $ 40.9( 29.7¢
76.81 65.41 45.7: 36.7(C
79.4C 39.8¢ 50.9¢ 41.1°F
40.5: 25.57 66.5¢ 47.7(

Fourth Quarter
Stock Performance Graph

The graph below compares the cumulative total $tolcler returns on our common stock for the last figcal years with the cumulative total
stockholder returns on the NASDAQ Composite Inded the NASDAQ Biotechnology Index for the same périThe graph assumes that $100 was
invested on December 31, 2006 in our common stondkiraeach index and that all dividends were reite@. No cash dividends have been declare
our common stock. Stockholder returns over thecetgid period should not be considered indicativieitofre stockholder returns.

Compare 53- Year Cumulative Total Return Among Mlumina Inc, NASDAQ
Composite Index and NASDAQ Biotechnology Index
300+
400 -
=
v 300 -
=
2 200 -
= - |
e
100 - — e ——
—
ﬂ T T T T 1
12.31.06 12.30.07 12.28 08 01.03.10 01.02.11 01.01.12
—=— [llumma, Inc. —a&— NASDAQ Composite Index —a—NASDAQ Biotechnolopy Index
Holders

As of January 31, 2012 we had 231 record holdeaioEommon stock.
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Dividends

We have never paid cash dividends and have norgreggention to pay cash dividends in the foreseefliure. The indentures for our 0.625%
convertible senior notes due 2014 and 0.25% coitler’enior notes due 2016, which notes are coimeiinto cash and, in certain circumstances,
shares of our common stock, require us to incré@seonversion rate applicable to the notes if e gny cash dividends.
Purchases of Equity Securities by the Issuer

In August 2011, our board of directors authorizek180 million discretionary repurchase programjuty 2010, our board of directors authori
a $200 million stock repurchase program, with $rfiion allocated to repurchasing our common stookler a 10b5-1 plan over a 12 month period
and $100 million allocated to repurchasing our camrstock at managemestliscretion during open trading windows. Such paots were complett
during the first three quarters of the fiscal yeaded January 1, 2012 , and there were no shagr@sxhased during the fiscal quarter ended January 1
2012 .

In addition, concurrently with the issuance of oanvertible senior notes due 2016 in March 20189@,500 shares were repurchased for $314.3
million .

Sales of Unregistered Securities
None during the fiscal quarter ended January 12201
ITEM 6. Selected Financial Data

The following table sets forth selected historicahsolidated financial data for each of our lag fiscal years during the period endieshuary 1
2012 .

Statement of Operations Data

Years Ended

January 1, January 2, January 3, December 28, December 30,
2012 2011 2010 2008 2007
(52 weeks) (52 weeks) (53 weeks) (52 weeks) (52 weeks)
(In thousands, except per share data)
Total revenue $ 1,055,53" $ 902,74. $ 666,32 $ 573,22! $ 366,79¢
Income (loss) from operations(1),(2) 199,46: 211,65: 125,59 80,457 (301,20)
Net income (loss) 86,62¢ 124,89: 72,28 39,41¢ (287,30Y
Net income (loss) per share:
Basic $ 0.7C $ 1.01 $ 05¢ $ 034 $ (2.65)
Diluted $ 06z $ 087 $ 05 $ 03C $ (2.65)
Shares used in calculating net income (los
per share:
Basic 123,39¢ 123,58: 123,15¢ 116,85! 108,30¢
Diluted 138,93 143,43: 137,09¢ 133,60° 108,30t

Balance Sheet Data
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January 1, January 2, January 3, December 28, December 30,
2012 2011 2010 2008 2007

(In thousands)

Cash, cash equivalents and short-term

investments(2),(3),(4),(5) $ 1,189,561 $ 894,28¢ $ 693,52° $ 640,07* $ 386,08:
Working capital 1,307,03 723,88: 540,35 483,11: 397,04(
Total assets 2,195,84 1,839,11: 1,429,93 1,327,17. 929,98:
Long-term debt, current portion(5) — 311,60¢ 290,20: 276,88 16
Long-term debt, less current portion(5) 807,36¢ — — — 258,00°
Total stockholders’ equity(1),(2),(3),(4) 1,075,21! 1,197,67! 864,24¢ 798,66 353,92°

In addition to the following notes, see Item 7, ‘Mdgement’s Discussion and Analysis of Financiald@n and Results of Operations,” and
Item 8, “Financial Statements and SupplementaraDé&br further information regarding our consoligld results of operations and financial position
for periods reported therein and for known factbeg will impact comparability of future results.

(1) The consolidated financial statements include tesifloperations of acquired companies commenamteir respective acquisition dates. As a
result of prior acquisitions, we recorded chargesitite-off acquired in-process research and degrakmt, or IPR&D, of $5.4 million,
$1.3 million, $11.3 million, $24.7 million, and $3@ million, during the fiscal years ended Janugrg012, January 2, 2011, January 3, 2010,
December 28, 2008, and December 30, 2007, respictBee note “4. Acquisitions” in Part 1l, ltemM8otes to Consolidated Financial
Statements, for further information.

(2) For the fiscal year ended December 30, 2007, warded a $54.0 million charge for the settlemera bfigation. In January 2008, we paid
$90.0 million related to the settlement.

(3) In August 2008, a total of 8,050,000 shares wele twothe public at a public offering price of $43.per share, raising net proceeds to us of
$342.7 million.

(4) For the fiscal years ended January 1, 2012, Jarj@&®911, January 3, 2010, December 28, 2008, &oember 30, 2007, we repurchased 9.2
million , 0.8 million, 6.1 million, 3.1 million, ath 14.8 million shares, respectively, of common lstioc $570.3 million , $44.0 million,
$175.1 million, $70.8 million, and $251.6 milliorespectively. See note “11. Stockholders’ EquityPiart Il, Item 8, Notes to Consolidated
Financial Statements.

(5) During 2011, we issued $920.0 million principal ambof 0.25% Convertible Senior Notes due 2016 ctviwas classified as lortgrm liability
as of January 1, 2012. In February 2007, we is$460.0 million principal amount of 0.625% Convelgilsenior Notes due 2014. Due to the
0.625% Convertible Senior Notes due 2014 being edible during the fiscal years ended January 2120anuary 3, 2010, and December 28,
2008, we classified the outstanding principal amaifithese notes as current in our consolidatedrza sheet in the respective periods. As of
January 1, 2012, the remaining $40.1 million ppatiamount of the 0.625% Convertible Senior Notas not convertible and was therefore
reclassified to long-term liability. See note “Srwertible Senior Notes” in Part I, Item 8, NotesConsolidated Financial Statements, for
further information.

ITEM 7. Managemen's Discussion and Analysis of Financial Condition drkResults of Operation:

Our Management's Discussion and Analysis of Firdr@ondition and Results of Operations (MD&A) i®pided in addition to the
accompanying consolidated financial statementsnaels to assist readers in understanding our sestiliperations, financial condition, and cash
flows. This MD&A is organized as follows:

» Business Overview and Outlo. High level discussion of our operating resultd aignificant known trends that affect our busir
* Results of Operatior. Detailed discussion of our revenues and expe

» Liquidity and Capital Resource. Discussion of key aspects of our statements &t aws, changes in our financial position, and ou
financial commitments.

« Off-Balance Sheet Arrangementd/e have no significant offalance sheet arrangeme
» Contractual ObligationsTabular disclosure of known contractual obligatiassof January 1, 20:

»  Critical Accounting Policies and EstimateBiscussion of significant changes since our mesent Annual Report on Form 10-K that we
believe are important to understanding the assamgtnd judgments underlying
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our financial statements.

This MD&A discussion contains forward-looking statents that involve risks and uncertainties. Please’Special Note Regarding Forward-
Looking Statements” for additional factors relatbogsuch statements, and see “Risk Factors” in It&nof this report for a discussion of certain risk
factors applicable to our business, financial cbodj and results of operations. Operating resarksnot necessarily indicative of results that megur
in future periods.

Business Overview and Outlook

This overview and outlook provides a high levekdssion of our operating results and significardvin trends that affect our business. We
believe that an understanding of these trendsp®itant to understanding our financial resultstfier periods being reported herein as well as durd
financial performance. This summary is not intentteble exhaustive, nor is it intended to be a suitstfor the detailed discussion and analysis
provided elsewhere in this Annual Report on ForrrK10

About lllumina

We are a leading developer, manufacturer, and rtearké life science tools and integrated systemstfe analysis of genetic variation and
function. Using our proprietary technologies, weyide a comprehensive line of genetic analysistsnig, with products and services that address a
broad range of highly interconnected markets, wliclg sequencing, genotyping, gene expression, aidcular diagnostics. Our customers include
leading genomic research centers, academic instigjtgovernment laboratories, and clinical redearganizations, as well as pharmaceutical,
biotechnology, agrigenomics, and consumer genooauogoanies.

Our broad portfolio of instruments, consumables| analysis tools are designed to simplify genetilysis. This portfolio addresses the full
range of genomic complexity, price points, and tigtgputs, enabling researchers to select the blegiosofor their scientific challenge. In 2007,
through our acquisition of Solexa, Inc., we acotiioeir proprietary sequencing by synthesis (SB3)rtelogy that is at the heart of our leading-edge
sequencing instruments. These systems can beaséfitiently perform a range of nucleic acid (DNRINA) analyses on large numbers of samples.
For more focused studies, our array-based solupomdde ideal tools to perform genome-wide asdarisstudies (GWAS) involving single-
nucleotide polymorphism (SNP) genotyping and copynhber variation (CNV) analyses, as well as geneesgion profiling and other DNA, RNA, a
protein studies. To further enhance our genetityaisaworkflows, in January 2011 we acquired Epfoeifechnologies Corporation, a leading prov
of nucleic acid sample preparation reagents andalpeenzymes for sequencing and microarray appbas. In 2010, through our acquisition of
Helixis, Inc., we expanded our instrument portfabanclude real-time polymerase chain reactionRp@ne of the most widely used technologies in
life sciences.

Our financial results have been, and will contitaibe, impacted by several significant trends, Whire described below. While these trends are
important to understanding and evaluating our famresults, this discussion should be read inwution with our condensed consolidated financial
statements and the notes thereto in Item 1, Rduthis report, and the other transactions, evemd,trends discussed in “Risk FactdrsTtem 1A, Par
| of this report.

Funding Environment

Many of our customers receive funding from governtragencies to purchase our instruments, prodaitsservices. There remains significant
uncertainty concerning government and academi@resdunding worldwide as governments in the UnB¢ates and Europe, in particular, focus on
reducing fiscal deficits while at the same timefeomting slowing economic growth. We estimate thpproximately one-third of our total revenue is
derived, directly or indirectly, from funding praled by the U.S. National Institute of Health (NIAfter growing steadily through 2010, the NIH
budget experienced an approximate 1% reductiois@alf2011, which ended on September 30, 2011, acedpo fiscal 2010. Based on the fiscal year
2012 Congressional budget, the adjusted fiscal 20budget increased 1% as compared to fiscal 20dls. The significance and timing of any
reductions to the NIH budget beyond fiscal 2012 k&l significantly impacted by the sequestratioovgsions of the Budget Control Act of 2011,
which was enacted on August 2, 2011, and by whékiese provisions remain in effect. In additiorg thS. Department of Health and Human Sen
(HHS), of which the NIH is a part, has the abitityreallocate funds within its budget to spareNtid from the full effect of HHS budget reductions.
We continue to believe that allocations within Migl budget will continue to favor genetic analygisls and, in particular, next-generation
sequencing.

We believe the uncertainty surrounding the levélgovernment and academic research funding in thieed States and Europe will continue in
2012, which could lead to purchasing delays andidcoegatively impact our business.
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Next-Generation Sequencing

Next-generation sequencing has become a core tegyimr modern life science research. Over the sexeral years, expansion of the
sequencing market, including an increase in thebmsrof samples available, and enhancements inrodupt portfolio will continue to drive demand
for our next-generation sequencing technologie20hl, we launched new, higharoughput sequencing consumable kits that enablewstomers t
sequence a greater number of samples in a sirgheiment run. We believe that this increased thnpug created excess capacity that customers were
unable to fully utilize due to a short-term lackanfilable samples, which resulted in lower condalmaales per instrument and negatively affected
sequencing instrument sales in the second hal®ddi 2We believe that this excess capacity will disti as customers scale and gain access to greate
numbers of samples.

With respect to sequencing instruments, we begam@rcial shipments in the third quarter of 201bwf previously announced MiSeq, a low-
cost personal sequencing system that we believ@mVide individual researchers a platform witpichturnaround time, high accuracy, and
streamlined workflow. We believe MiSeq will expaowdr presence in the lower throughput sequencindehain January 2012, we announced the
HiSeq 2500 sequencing system, which will allow oogtrs to sequence an entire human genome in appat&ly a day (up to 120 Gb in 27 hours or
600 Gb per run). Full commercial shipments of thi8dd 2500 are expected to commence in the secdhdftz12.

With respect to sequencing consumables, we exprsiean overall increase in sequencing consumalde daspite a decrease in the consumable
revenue per instrument in 2011 compared to 2018.ifitrease in total sequencing consumable saleslfives by the growth of our sequencing
installed base. We believe the decrease in condemaienue per instrument was driven, in part,undfng uncertainty and the excess capacity crt
from the higher throughput of our new sequencing. ds we continue to make improvements that redoeeost of sequencing, we believe that more
customers will use the HiSeq platform, which getessranore revenue per instrument time than the Gernfamalyzer, and that the increased capacity
from our higher throughput sequencing kits willrhere fully utilized as additional samples beconm@eéasingly available over the next few quarters.
We believe that our sequencing consumable reveilugraw in future periods with the launch of MiSeqd the growth in our HiSeq installed base.

MicroArrays

As a complement to next-generation sequencing,eliee microarrays offer a less expensive, fasted, highly accurate technology for use
when genetic content is already known. The inforomatontent of microarrays is fixed and reprodugilf\s such, microarrays provide repeatable,
standardized assays for certain subsets of nudéebtises within the overall genome. We believeftiatsed studies will drive future microarray sales
growth; however, as the per genome cost of sequgmaintinues to decrease, researchers will migetain whole genome array studies to
sequencing at some point in the future. In mid-2@ld began shipments of the Omni5 BeadChip, a $aomple microarray featuring more than
4.3 million markers per sample with flexibility teclude up to 500,000 custom markers. This prothattides a majority of the rare variant content
from the 1000 genomes project, an internationaaesh effort launched in 2008 to establish the rdetdiled catalog of human genetic variation.
Although the order and revenue level of microapeyducts fluctuated during 2011, we received recoictoarray orders, driven by Infinium Exome
array products, in the fourth quarter of 2011.

Financial Overview

Financial highlights for 2011 include the following

* Netrevenue grew b17% during 2011 compared to 2010. The increasevenue was primarily driven by an increase in corahle
sales as our installed base increased in 2011atineh of MiSeq in the third quarter of 2011, ancréased HiSeq instrument revenue.

» Gross profit as a percentage of revenue (gr@sgim) was 67.2% in 2011, an increase from 66.620M0. The increase primarily
resulted from improvements in instrument and corghlengross margins. Instrument gross margin imptakeing the period due to
higher average selling prices and consumable gnasgin improved due to a shift in sales mix frontroarray consumables to
sequencing consumables, which have a higher grasgimthan microarray consumables. We believe cagsggmargin in future periods
will depend on several factors, including marketditons that may impact our pricing power, prodenix changes between consumable
and instrument sales, our cost structure for mantwifeng operations, and our ability to create instdxe and high premium products that
meet or stimulate customer demand.

* Income from operations decreased 6% in 2011 epatpto 2010 primarily due to a 3liferease in toti
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operating expenses, which was primarily driven eégdguarter relocation expense and restructuringgehaecorded in 2011.

In 2011, we relocated our headquarters to ano#wdity in San Diego, California and incurred $4i8lion in headquarter relocation
expense, which included a cease loss upon vacating our prior headquarters)erated depreciation of certain property and eqeipt,
and double rent expense during the transitionemtw facility. We expect to incur additional headder relocation expense during the
first half of 2012.

On October 25, 2011, we announced restructuringspia reduce our global workforce by approxima99 employees, or
approximately 8%, and to consolidate certain fiegli As a result of the restructuring effort, vearded a restructuring charge of $8.1
million during the fourth quarter of 2011, compdsgrimarily of severance pay and other employearsgjon costs. We expect to incur
additional restructuring charges related to thisrethrough the second quarter of 2012.

In addition, on January 27, 2012, CKH Acquisitioor@ and Roche Holding Ltd. (together, “Roche”) maah unsolicited tender offer to
purchase all outstanding shares of our common dtrck44.50 per share. Roche also announced theeitds to oppose the re-election
of four directors serving on our board of directatsose terms expire at the 2012 annual meetingpokBolders, including the Chairman
of the Board and our Chief Executive Officer. bmoection with the Roche tender offer, four stodéaoclass action lawsuits have been
filed against us, and we anticipate that additideabkuits may be filed. As a result, we expectselling, general and administrative
expenses to increase during 2012, as we antidipatering significant legal, advisory, proxy sotation, and other costs as a result of
tender offer.

*  Our effective tax rate was 34.9% in 2011, aspared to 32.6% in 2010. The provision for incomeetais dependent on the mix of
earnings in tax jurisdictions with different staiut tax rates and the other factors discussedeimish factor “We are subject to risks
related to taxation in multiple jurisdictions arnetpossible loss of the tax deduction on our ontiitey convertible notes” in Item 1A of
this report. For 2012 and beyond, we anticipateptiogision for income taxes to increase in absadiatéars but the effective tax rate to
trend lower than the U.S. federal statutory ratthagportion of our earnings subject to lower gtatutax rates increases.

¢ We ended 2011 with cash, cash equivalents, aod-term investments totaling $1.2 billion . In120 we generated $358.1 milliamcast
from operations, an $85.6 million , or 31.4%crease from 2010. During 2011, we also gendrd®3.5 million in net proceeds from-
issuance of our 0.25% Convertible Senior Notes2fiiés and used $314.3 million of such proceedsparmhase shares of our common
stock concurrently with the issuance and also psetlof the net proceeds for the extinguishmentiugamversion of $349.9 million
principal amount of our existing 0.625% convertibéior notes due 2014.

Results of Operations

To enhance comparability, the following table detth audited consolidated statement of operatéata for the years ended January 1, 2012 ,
January 2, 2011 , and January 3, 2010 stated acarpage of total revenue.
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2011 2010 2009
Revenue:
Product revenue 93.£% 93.2% 94.1%
Service and other revenue 6.5 6.7 5.¢
Total revenue 100.( 100.( 100.C
Cost of revenue:
Cost of product revenue 29.2 30.1 28.€
Cost of service and other revenue 2.5 2.4 2.3
Amortization of acquired intangible assets 11 0.8 1.C
Total cost of revenue 32.¢ 334 31.c
Gross profit 67.2 66.€ 68.1
Operating expense:
Research and development 18.7 19.7 21.1
Selling, general and administrative 24.¢ 24.4 26.5
Headquarter relocation expense 4.0 — —
Restructuring charges 0.8 — —
Acquisition related expense (gain), net 0.1 (0.9) 1.7
Total operating expense 48.4 43.2 49.c
Income from operations 18.€ 23.4 18.¢
Other income (expense):
Interest income 0.7 0.9 1.7
Interest expense (3.3 (2.7 (3.6)
Other (expense) income, net 3.7 (1.7) 0.2
Total other expense, net (6.9 (2.9 (2.7
Income before income taxes 12.5 20.t 17.1
Provision for income taxes 4.4 6.7 6.2
Net income 8.1% 13.€% 10.€ %

Our fiscal year is the 52 or 53 weeks ending thed8y closest to December 31, with quarters of 1Bloweeks ending the Sunday closest to
March 31, June 30, September 30, and December#&lydars ended January 1, 2012 , January 2, 28d January 3, 2010 were 52, 52, and 53
weeks, respectively.

Revenue
2011 - 2010 2010 - 2009
(Dollars in thousands) 2011 2010 Change % Change 2009 Change % Change
Product revenue $ 987,28( $ 84251( $ 144,77( 17% $ 627,240 $ 215,27( 34%
Service and other revenue 68,25¢ 60,23: 8,02¢ 13 39,08¢ 21,145 54
Total revenue $ 1,05553 $ 902,74 $ 152,79 17% $ 666,320 $ 236,41 35%

Product revenue consists primarily of revenue ftbensale of consumables and instruments.

2011 Compared to 2010

Consumables revenue increased $90.8 million, or,18%595.8 million in 2011 compared to $505.0 iwiilin 2010. The increase was primarily
attributable to increased sales of sequencing coables, which accounted for more than half of amsemables revenue in 2011, driven by growth in

the installed base of our sequencing systems afigrtiffset by a decrease in the consumable revperusequencing instrument.

Instrument revenue increased $48.5 million, or 1&94373.1 million in 2011 compared to $324.6 naillin 2010. The increase was primarily
attributable to the launch of MiSeq in the thircagper of 2011 and higher HiSeq revenue primarily
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driven by increased average selling price followdogpletion of the Genome Analyzer trade-in progauring the first half of 2011. These increases
in instrument revenue were partially offset by aréase in sales of our Genome Analyzer from 20D1id, as our Genome Analyzer customers
upgraded to HiSeq 2000.

Revenue from HiSeq 2000 sales in 2011 and 201dmsacted by discounts provided to customers undeGenome Analyzer trade-in
program. The estimated incremental sales inceptioveided under this trade-in program was approxétyeb11.1 million and $47.8 million in 2011
and 2010, respectively. See “Revenue Recognitiombite “1. Organization and Summary of SignificAotounting Policies” in Part Il, Item 8, of this
Form 10-K for additional information on the GenoAwalyzer trade-in program.

The increase in service and other revenue in 20fdpared to 2010 was primarily driven by an incréaseur instrument service contract reve
resulting from our expanded installed base andharease in sequencing services.

2010 Compared to 2009

Consumable revenue increased $113.7 million, or,286%505.0 million for 2010 compared to $391.3limnl for 2009. Microarray consumable
revenue, which constituted more than half of otaltoonsumable revenue in 2010 and 2009, increb2@@ million primarily attributable to growth in
sales of our Infinium BeadChips, which constituteshajority of our microarray consumable sales. Satdume of our Infinium BeadChip products
increased on a per sample basis during 2010 cochpa2009. The average selling price per samplegehler, declined due to a change in product mix
primarily attributable to growth in sales of oucésed content arrays and a number of large samplene purchase orders that incurred higher
discounts. Revenue from sequencing consumablesased $85.4 million due to growth in the instalbede of our sequencing systems.

Revenue from sales of instruments increased $9Bli®8mor 44%, to $324.6 million for 2010 comparex$225.7 million for 2009. Sequencing
instrument revenue increased $85.7 million. We ggpeed increases in both the number of units anttlaverage selling prices per unit for our
sequencing systems during 2010 compared to 2009 gtiwth was due to increased demand for next4geiom sequencing systems. The increase in
average selling prices was primarily attributalol¢hte launch of the HiSeq 2000 in Q1 2010. Micraninstrument revenue increased $13.2 million
primarily attributable to strong demand for our ERBSQ instrument launched in 2010. The launchisfsystem resulted in increases in both the
number of units sold and average selling priceupérfor our microarray instruments during 201@ngared to 2009.

The increase in service and other revenue was pghnadtributable to an increase in instrument gggcontract revenue for our growing insta
base of sequencing systems.

Gross Margin

2011 - 2010 2010 - 2009

(Dollars in thousands) 2011 2010 Change % Change 2009 Change % Change

Total gross profit $ 709,096 $ 601,54 $ 107,55¢ 18% $ 453,87 $ 147,66! 33%
Total gross margin 67.2% 66.6% 68.1%

2011 Compared to 2010

Gross margin increased in 2011 compared to 2010n@the period, the gross margin of our instrunsaiés improved, primarily driven by an
increase in average selling price per instrumeniuassenome Analyzer trade-in program was substiintompleted in the first half of 2011. The
Genome Analyzer trade-in program negatively impéoter gross margin by approximately 1.1% and 5.8%011 and 2010, respectively, based on
the estimated amount of incremental sales inceptigeided. The gross margin of our consumable sdiesincreased as we experienced a shift in
sales mix from lower gross margin microarray consbi@s to higher gross margin sequencing consumaiiesarily due to the expansion of our
sequencing instrument installed base. The improwsria gross margins were partially offset by tlegative impact from higher stock compensation
expense and higher amortization expense of acqintadgible assets included in cost of revenue.

2010 Compared to 2009

The decrease in gross margin in 2010 compared@® 2@s primarily attributable to the effect of disats provided to customers on the sales of
HiSeq 2000 associated with promotional progran@uding the Genome Analyzer trade-in program,
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and lower margins on our newer products, suchasliBeq 2000. Based on the estimated amount cfnimental sales incentive provided, the Genome
Analyzer trade-in program negatively impacted awsg margin by approximately 5.3% in 2010. See #Ree Recognition” in note “1. Organization
and Summary of Significant Accounting Policies™Rart Il, Item 8, of this Form 10-K for additionalformation on the Genome Analyzer trade-in

program. The impact of the promotional programs pasially offset by improved margins on sequenaogsumables primarily attributable to
improved overhead absorption from increased voluaneisthe benefit of decreased costs associatecchémistry improvements.

Operating Expense

2011 - 2010 2010 - 2009

(Dollars in thousands) 2011 2010 Change % Change 2009 Change % Change

Research and development 196,910 $ 177,94 $ 18,96¢ 11% $ 140,61¢ $ 37,33 27%
Selling, general and administrative 261,84 220,45 41,38¢ 19 176,33" 44,117 25
Headquarter relocation expense 41,82¢ — 41,82¢ 10C — — —
Restructuring charges 8,13¢ — 8,13¢ 10C — — —
Acquisition related expense (gain), net 91¢ (8,515 9,43¢ (1173) 11,32¢ (19,840 (175)

Total operating expense $ 509,63 $ 389,88t $ 119,75: 31% $ 328,27¢ $ 61,60¢ 19 %

2011 Compared to 2010

The increase in research and development exper&H ihfrom 2010 was primarily attributable to aorease in personnel expenses of $17.5
million associated with increased average headodunitg 2011 and an increase of $2.9 million ireeesh and development supplies. Personnel
expenses included salaries, share-based compensatib benefits.

The increase in selling, general and administragi@ense in 2011 from 2010 was primarily attribigdb an increase in personnel expenses of
$33.5 million associated with the growth of ouriness during the period. The remaining increasepwiasarily driven by a $4.0 million increase in
bad debt expenses as a result of customer banlgspénd a $3.7 million increase in supplies, nepand maintenance expenses. These increase
partially offset by a legal settlement gain of $&hilion, representing the payment we receivedettles an outstanding commercial dispute.

In 2011, we relocated our headquarters to ano#wdlity in San Diego, California and incurred $4i8lion in headquarter relocation expense,
which included a cease-use loss upon vacating mar fpeadquarters, accelerated depreciation oiceproperty and equipment, and double rent
expense during the transition to the new facility.

In Q4 2011, we announced a restructuring plandace our global workforce by approximately 200 esgpks, or approximately 8%, and to
consolidate certain facilities. As a result of testructuring effort, we recorded a restructurihgrge of $8.1 million during Q4 2011, comprised
primarily of severance pay and other employee setjoar costs.

Acquisition related expense, net, in 2011 include®b.4 million charge of acquired in-process reseand development related to a milestone
payment for a prior acquisition partially offset $4.5 million gains related to changes in fair eatf contingent consideration. Acquisition related
gain, net, in 2010 included a gain of $10.4 millfoom a change in the fair value of contingent édestion related to an acquisition, partially effby
an acquired in-process research and developmergeeb&$1.3 million related to a milestone paynmaide related to a prior acquisition.

2010 Compared to 2009

The increase in research and development expersepnimarily attributable to a $25.9 million incsean personnel expenses, including sale
non-cash share-based compensation, and benefitgnaincrease in other non-personnel expenses3o8 $illion comprised mostly of lab and
production supplies expenses. These increasespniararily attributable to investments in new protddevelopment and commercialization along v
projects to sustain and optimize our existing pobghortfolio.

The increase in selling, general and administragigenses was primarily attributable to a $31.8ignilincrease in personnel expenses, inclu

salaries, non-cash shdvased compensation, and benefits, associated étigrowth of our business, and an increase in deitsérvice expenses
$9.7 million comprised mostly of legal and markgtexpenses.
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During 2009, acquisition related expense (gain), imeluded acquired iprocess research and development charges of $illidhmelated tc
milestone payments made to the former sharehotdéhe company we acquired prior to 2009.

Other Expense, Net

2011 - 2010 2010 - 2009

(Dollars in thousands) 2011 2010 Change % Change 2009 Change % Change
Interest income $ 7,05z $ 837¢ $ (1,329 1% $ 11,02¢ $ (2,65 (24)%
Interest expense (34,790 (24,599 (20,197 41 (23,719 (880) 4
Other (expense) income, net (38,679 (10,05 (28,62 28t 1,217 (11,277 (92¢)
Total other expense, net $ (66410 $ (26,27) $ (40,14) 152% $ (11,47) $ (14,809 12€ %

2011 Compared to 2010

The decrease in interest income in 2011 compar@010 was primarily driven by lower interest ratsspite the increase in our cash, cash
equivalents and short-term investment balance duhia period. Interest expense increased duringehied primarily due to the accretion of discount
on our $920.0 million 0.25% convertible senior sotele 2016 issued in the first half of 2011, plytiaffset by the decrease in interest expense
associated with the repayment of $349.9 millioprimcipal for the 0.625% convertible senior notes @014 during 2011.

Other (expense) income, net, in 2011 primarily éxird of a loss of $37.6 million on the extinguighhof debt recorded on conversions of our
0.625% convertible senior notes due 2014 and arlllibn foreign exchange loss recorded duringpteeod. Other (expense) income, net, in 2010
primarily consisted of a $13.2 million impairmefiacge related to a cost-method investment andagerkhote receivable, partially offset by a $2.9
million gain on acquisition recorded for the diffece between the carrying value of a cost metheesiment prior to the acquisition and the fair ealu
of that investment at the time of acquisition, &meign exchange gains.

2010 Compared to 2009

Interest income decreased despite an increase @Evevage cash and investment balance due to aallodecline in interest rates during 2010
compared to 2009. The increase in interest expgasalue to the accretion of discount on our 0.626%vertible senior notes due 2014. The chan
other (expense) income, net, in 2009 primarily tsirg of a gain of $0.8 million on the conversidr$20.0 million of our 0.625% convertible senior
notes due 2014, and foreign exchange gains realizedg the period.

Provision for Income Taxes

2011 - 2010 2010 - 2009

(Dollars in thousands) 2011 2010 Change % Change 2009 Change % Change
Income before income taxes $ 133,048 $ 18537¢ $(52,339 28)% $ 114,12 $ 71,25¢ 62%
Provision for income taxes 46,417 60,48¢ (14,079 (29) 41,84« 18,64« 45
Net income $ 86,62¢ $ 124,89. $(38,26)) @Y% $ 72,28.  $ 52,61( 73%
Effective tax rate 34.% 32.€% 36.7%

2011 Compared to 2010

The effective tax rate in 2011 closely approximdtexlU.S. statutory rate because a significanigrodf our earnings were subject to U.S.
taxation. The increase in the effective tax rat20tl from 2010 was primarily attributable to low@n-taxable gains recorded on the changes in fair
value of contingent consideration related to paicguisitions and higher nondeductible acquired |IPR&arges recorded in 2011.

2010 Compared to 2009
The decrease in the effective tax rate in 2010 @yegpto 2009 was primarily attributable to the gaicorded on the change in the fair value of
contingent consideration related to an acquisitiat is excluded from taxable income and a decrisasendeductible acquired IPR&D recognized for

financial reporting purposes in 2010 as comparezDiD.
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Liquidity and Capital Resources

Cash flow summary

2011 2010 2009
(In thousands)
Net cash provided by operating activities $ 358,14( $ 272,57 $ 172,19:
Net cash used in investing activities (400,999 (285,05 (256,56¢)
Net cash provided by (used in) financing activities 97,01¢ 116,47: (98,867%)
Effect of exchange rate changes on cash and casvaénts (12¢) 32C 84¢
Net increase (decrease) in cash and cash equisalent $ 54,03. $ 104,31« $ (182,39)

Operating Activities

Cash provided by operating activities in 2011 cstesi of net income of $86.6 million plus net nosttadjustments of $234.5 million and
changes in net operating assets of $37.0 millibime. primary non-cash expenses added back to rmahmincluded share-based compensation of $92.1
million , depreciation and amortization expenséateel to property and equipment and acquired inkdagssets of $68.3 milliondebt extinguishmet
loss of $37.6 million , and the accretion of thétddiscount of $32.2 million . These non-cash addkis were partially offset by the $46.4 million
incremental tax benefit related to stock optionareised. The main drivers in the change in netatjpey assets included increases in accrued liggsilit
and decreases in inventory and accounts payable.

Cash provided by operating activities in 2010 cstesi of net income of $124.9 million plus net nasit adjustments of $149.8 million and a
$2.1 million decrease in net operating assets.pfimary non-cash expenses added back to net inawhe&led share based compensation of $71.6
million , depreciation and amortization expenséateel to property and equipment and intangibletassfe$42.0 million , and accretion of the debt
discount on our convertible notes totaling $21.4iom . These non-cash add-backs were partiallgeifby the $42.4 million incremental tax benefit
related to stock options exercised. The main dsiiethe change in net operating assets includaeases in accounts receivable, inventory, accounts
payable and accrued liabilities. These increases pyemarily related to the growth of our business.

Investing Activities

Cash used in investing activities totaled $401.ianiin 2011. We purchased $1.3 billion of avalidfor-sale securities, and $1.1 billion of our
available-for-sale securities matured or were soidng 2011. We used $58.3 million , net of casfuéred, in an acquisition and $13.8 million in the
purchase of strategic investments. We also incus7&d8 million in capital expenditures primarilysasiated with the purchase of manufacturing,
R&D, and servicing equipment, leasehold improvemmeand information technology equipment and systems

Cash used in investing activities totaled $285.tianiin 2010. During the year we purchased $84#6ilon of available-for-sale securities, and
$688.6 million of our available-for-sale securitieatured or were sold. We also paid net cash of2§®8lion for acquisitions, sold trading securitie
totaling $54.9 million, used $49.8 million for cégliexpenditures primarily associated with the pase of manufacturing equipment and infrastructure
for additional production capacity and rental apahler instruments, and made strategic investmetatiéng $27.7 million .

Financing Activities

Cash provided by financing activities totaled $9mi0ion in 2011. We received $903.5 milliam proceeds from the issuance of $920.0 millio
our 0.25% convertible senior notes due 2016, netsofance discounts, of which $349.9 million wasdu® repay the principal amount of our 0.625%
convertible senior notes due 2014 upon conversio8811. Total cash of $570.4 million was useddpurchases of our common stock. We also
received $67.5 million in proceeds from the iss@aoicour common stock through the exercise of stgtions and warrants and the sale of shares
under our employee stock purchase plan. In additi@received $46.4 million in incremental tax H#related to stock options exercised.

Cash provided by financing activities totaled $B1illion in 2010. We received $118.0 million ingeeeds from the issuance of our common
stock through the exercise of stock options andamas and sales of shares under our employee ptockase plan. We also received $42.4 million in
incremental tax benefit related to stock optionasreised. These increases were partially offsetdoyroon stock repurchases of $44.0 million.
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Liquidity

We manage our business to maximize operating ¢esis &is the primary source of our liquidity. Ouiligbto generate cash from operations
provides us with the financial flexibility we netmlmeet operating, investing, and financing neblitorically, we have issued debt and equity
securities to finance our requirements to the extet cash provided by operating activities wassudficient to fund our needs.

At January 1, 2012, we had approximately $1.2dsilin cash, cash equivalents, and short-term imessts. Our short-term investments include
marketable securities consisting of debt securitiggvernment sponsored entities, corporate dahirgties, and U.S. treasury notes. Cash and cash
equivalents held by our foreign subsidiaries atdayn 1, 2012 were approximately $178.1 milliorisithe Company's intention to indefinitely reinvest
all current and future foreign earnings in foregybsidiaries.

During the first half of 2011, we issued $920.0limil in principal amount of convertible senior nothat mature March 15, 2016. We pay 0.25%
interest per annum on the principal amount of the$, payable semi-annually in arrears in cash arcM15 and September 15 of each year. In 2007,
we issued $400.0 million in principal of converéltdenior notes that mature February 15, 2014. W@ &25% interest per annum on the principal
amount of the notes, payable semi-annually in asreacash on February 15 and August 15 of each peflitional information about the convertible
notes, including their conversion features, is dbed in note “8. Convertible Senior Notes” in Plaitem 1, of this Form 10-K. As of January 1, 201
the principal amounts of our 0.25% convertible senbtes due 2016 and our 0.625% convertible sewtas due 2014 were $920.0 million and $40.1
million , respectively.

During 2011, we used part of the net proceeds ftmrissuance of our 0.25% convertible senior ndtes2016 for the extinguishment of $349.9
million principal amount of our existing 0.625% e@mtible senior notes due 2014 upon conversionwilleontinue to use the net proceeds from the
issuance of our 0.25% convertible senior notes2i& for future debt extinguishment. In additiorg used an additional $314.3 million of the net
proceeds to purchase 4.9 million shares of our comstock in privately negotiated transactions coretly with the issuance. We intend to use the
remaining net proceeds for other general corpgratposes, which may include acquisitions and aaldhili purchases of our common stock.

Our primary short-term needs for capital, which gubject to change, include expenditures related to

* potential strategic acquisitions and investme

» support of commercialization efforts relatedto current and future products, including expamsibour direct sales force and field
support resources both in the United States armhdbr

» repurchases of our outstanding common s
» the continued advancement of research and develupefferts

* acquisitions of equipment and other fixed ask@tsise in our current and future manufacturind eesearch and development
facilities; and

» the expansion needs of our facilities, includingts®f leasing additional facilitie

We expect that our revenue and the resulting ojpgraicome, as well as the status of each of our p@duct development programs, will
significantly impact our cash management decisions.

We anticipate that our current cash and cash elgumisaand cash provided by operating activitie$ lbél sufficient to fund our operating needs
at least the next 12 months, barring unforese@uistances. Operating needs include the plannésl tosperate our business, including amounts
required to fund working capital and capital exgamés. At the present time, we have no materiatmitments for capital expenditures. Our future
capital requirements and the adequacy of our adeaifands will depend on many factors, including:

» our ability to successfully commercialize and fertdevelop our technologies and create innovatigdycts in our market

» scientific progress in our research and developmpergrams and the magnitude of those progr

» competing technological and market developmentd

» the need to enter into collaborations with ott@mpanies or acquire other companies or techreddgi enhance or complement our
product and service offerings.
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Off-Balance Sheet Arrangements

We do not participate in any transactions that gggeeelationships with unconsolidated entitiefirancial partnerships, such as entities often
referred to as structured finance or special pwegusities, which would have been establishediferpiurpose of facilitating off-balance sheet
arrangements or other contractually narrow or Behipurposes. During the fiscal year ended Janyé2912, we were not involved in any “off-balance
sheet arrangements” within the meaning of the roféhe SEC.

Contractual Obligations
Contractual obligations represent future cash cdments and liabilities under agreements with tpiadies, and exclude orders for goods and

services entered into in the normal course of assinhat are not enforceable or legally bindings fitlowing table represents our contractual
obligations as of January 1, 2012, aggregated fixy ggmounts in thousands):

Payments Due by Period(1)

Less Than More Than
Contractual Obligation Total 1 Year 1-3Years 3 -5 Years 5 Years
Debt obligations(2) $ 971,10: $ 2551 $ 4510 $ 92345( $ =
Operating leases 487,26" 16,33¢ 43,94¢ 41,20 385,77!
Purchase obligations 6,571 6,571 — — —
Amounts due under executive deferred compensatam p 8,97( 8,97( — — —
Total $ 1,467,341 $ 27,86« $ 89,05( $ 964,65 $ 38577

(1) The table excludes $28.4 million of uncertair benefits. We have not included this amounh@ttible because we cannot make a reasonably
reliable estimate regarding the timing of settleteewith taxing authorities, if any. See note “I3dme Taxes” in Part I, Item 8 of this
Form 10-K for further discussion of our uncertair positions. The table also excludes $15.0 milifopotential contingent consideration
payments related to acquisitions. We have not degdithis amount in the table because we cannot magasonably reliable estimate regarding
whether the milestones required for these paymeititbe achieved. See note “4. Acquisitions” in Pi&ritem 8 of this Form 10-K for further
discussion of our contingent consideration.

(2) Debt obligations include the principal amoahbur convertible senior notes due 2016 and 2834yell as interest payments to be made under
the notes. Although these notes mature in 201628dd respectively, they can be converted into eashshares of our common stock prior to
maturity if certain conditions are met. Any conversprior to maturity can result in repaymentsted principal amounts sooner than the
scheduled repayments as indicated in the tablen&ee'8. Convertible Senior Notes” in Part Il,rte8 of this Form 10-K for further discussion
of the terms of the convertible senior notes.

Critical Accounting Policies and Estimates

The preparation of financial statements in accardamith U.S. generally accepted accounting priesipequires management to make estimates
and assumptions that affect the amounts reportedritonsolidated financial statements and accogipgmotes. Management bases its estimates on
historical experience, market and other conditiamsi various other assumptions it believes to beamable. Although these estimates are based on
managemens$’ best knowledge of current events and actionstlagtimpact us in the future, the estimation preégsby its nature, uncertain given 1
estimates depend on events over which we may mnet ¢antrol. If market and other conditions changenfthose that we anticipate, our consolidated
financial statements may be materially affectecaddition, if our assumptions change, we may need\ise our estimates, or take other corrective
actions, either of which may also have a mateffaceon our consolidated financial statements.

We believe that the following critical accountinglipies and estimates have a higher degree of émhemcertainty and require our most
significant judgments. In addition, had we usedhestes different from any of these, our consoliddteancial statements could have been materially
different from those presented. Members of ouraemianagement have discussed the development Ediae of our critical accounting policies a
estimates, and our disclosure regarding them, tivégtaudit committee of our board of directors. @crounting policies are more fully described in
note “1. Organization and Significant Accountindi€ies” in Part Il, Item 8 of this Form 10-K.
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Revenue Recognition

Our revenue is generated primarily from the salprofiucts and services. Product revenue primaoihsists of sales of instruments and
consumables used in genetic analysis. Service gl ievenue primarily consists of revenue recefeegherforming genotyping and sequencing
services, instrument service contract sales, araliata earned under research agreements with goeatrgrants, which are recognized in the period
during which the related costs are incurred. Timént of revenue recognition and the amount of reeesctually recognized in each case depends
a variety of factors, including the specific terofach arrangement and the nature of our delilesand obligations. Determination of the apprdp
amount of revenue recognized involves significadgjments and estimates and actual results may &ifi@ our estimates.

We recognize revenue when persuasive evidence afrangement exists, delivery has occurred or sesviiave been rendered, the seller’s price
to the buyer is fixed or determinable, and collkgtty is reasonably assured. In instances wheval facceptance of the product or system is required
revenue is deferred until all the acceptance diteave been met. All revenue is recorded net pfthscounts.

Revenue for product sales is recognized generplhy transfer of title to the customer, provided tha significant obligations remain and
collection of the receivable is reasonably assurRedenue for genotyping and sequencing servicex@agnized when earned, which is generally at the
time the genotyping or sequencing analysis dateaide available to the customer or agreed upon toiles are reached.

In order to assess whether the price is fixed terd@nable, we evaluate whether refund rights eKishere are refund rights or payment terms
based on future performance, we defer revenue nimg until the price becomes fixed or determialWe assess collectibility based on a number of
factors, including past transaction history witk ttustomer and the creditworthiness of the custolihere determine that collection of a paymentas
reasonably assured, revenue recognition is defeimgdreceipt of payment.

We regularly enter into contracts where revenuteisved from multiple deliverables including anyxmoif products or services. These produc
services are generally delivered within a shoretiname, approximately three to six months, ofdbetract execution date. Revenue recognition for
contracts with multiple deliverables is based anitidividual units of accounting determined to ekisthe contract. A delivered item is considered a
separate unit of accounting when the delivered tiesivalue to the customer on a stand-alone basiss are considered to have stand-alone value
when they are sold separately by any vendor or viewrustomer could resell the item on a standealmsis.

For transactions with multiple deliverables, coesadion is allocated at the inception of the carttta all deliverables based on their relative
selling price. The relative selling price for eat#Hiverable is determined using vendor specifieotiye evidence (VSOE) of selling price or thpdrty
evidence of selling price if VSOE does not exishdither VSOE nor third-party evidence exists,uge best estimate of the selling price for the
deliverable.

In order to establish VSOE of selling price, we tmegularly sell the product or service on a stéomia basis with a substantial majority priced
within a relatively narrow range. VSOE of sellindge is usually the midpoint of that range. If thare not a sufficient number of standalone salds a
VSOE of selling price cannot be determined, thercamsider whether third party evidence can be tsedtablish selling price. Due to the lack of
similar products and services sold by other comgmawiithin the industry, we have rarely establiseelting price using third-party evidence. If neithe
VSOE nor third party evidence of selling price éxisve determine our best estimate of selling pugiag average selling prices over a rolling 12-
month period coupled with an assessment of cumamket conditions. If the product or service hadistory of sales or if the sales volume is not
sufficient, we rely upon prices set by our pricocammittee adjusted for applicable discounts. Wegaize revenue for delivered elements only when
we determine there are no uncertainties regardistpmer acceptance.

In the first quarter of 2010, we offered an inceativith the launch of the HiSeq 2000 that enablastiag Genome Analyzer customers to trade
in their Genome Analyzer and receive a discourthempurchase of a HiSeq 2000. The incentive waisddto customers who had purchased a
Genome Analyzer as of the date of the announcearghtvas the first significant trade-in program veeéoffered. The Genome Analyzer trade-in
program was completed in 2011. We accounted foegl@00 discounts related to the Genome Analyadetin program as reductions to revenue
upon recognition of the HiSeq 2000 sales revenimgciwis later than the date the trade-in progrars laanched.

In certain markets within Europe, the Aftacific region, Latin America, the Middle East, aBduth Africa, the Company sells products
provides services to customers through distributioas specialize in life science products. In meales through distributors, the product is delid
directly to customers. In cases where the produdeiivered to a distributor, revenue
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recognition is deferred until acceptance is reakifrom the distributor, and/or the ender, if required by the applicable sales contréle terms ¢
sales transactions through distributors are cardistith the terms of direct sales to customergséhransactions are accounted for in accordartb
the Company's revenue recognition policy descrhmrein.

Investments

We invest in various types of securities, includiept securities in government sponsored entiti@gforate debt securities, and U.S. treasury
securities. As of January 1, 2012, we have $88@l®min short-term investments. In accordancehwvifie accounting standard for fair value
measurements, we classify our investments as Lev&br 3 within the fair value hierarchy. Fairwa$ determined by Level 1 inputs utilize quoted
prices (unadjusted) in active markets for identasgets that we have the ability to access. Faiesaletermined by Level 2 inputs utilize data in
that are observable such as quoted prices, intertest and yield curves. Fair values determineddwel 3 inputs utilize unobservable data points for
the asset.

As noted in note "6. Fair Value Measurements” int Raltem 8 of this Form 10k, a majority of our security holdings have beeassified a
Level 2. These securities have been initially vdlaethe transaction price and subsequently valtiéding a third party service provider who ass=
the fair value using inputs other than quoted pritat are observable either directly or indirectlych as, yield curve, volatility factors, cresfiread:s
default rates, loss severity, current market amutreatual prices for the underlying instrumentsdebt, broker and dealer quotes, as well as
relevant economic measures. We perform certaingghaes to corroborate the fair value of these hgkliand in the process, we apply judgment:
estimates that if changed, could significantly efffieur results of operations.

Allowance for Doubtful Accounts

We maintain an allowance for doubtful accountsefstimated losses resulting from the inability of oustomers to make required payments. We
evaluate the collectibility of our accounts recéileabased on a combination of factors. We regulaniglyze customer accounts, review the length of
time receivables are outstanding, review histoilicss rates and assess current economic trendsiétyaimpact the level of credit losses in the fatur
Our gross trade accounts receivables totaled $1wifli®n and the allowance for doubtful accountssvié.0 million at January 1, 2012. Our allowance
for doubtful accounts has generally been adeqoatever our actual credit losses. However, sinceaveot reliably predict future changes in the
financial stability of our customers, we may needhtrease our reserves if the financial conditiohsur customers deteriorate.

Inventory Valuation

Inventories are stated at lower of cost or maNké.record adjustments to inventory for potentialkgess, obsolete, or impaired goods in ord
state inventory at net realizable value. We musdteressumptions about future demand, market conditiand the release of new products that will
supersede old ones. We regularly review inventoryekcess and obsolete products and componenitsg talto account product life cycles, quality
issues, historical experience, and usage foredastsgross inventory totaled $143.3 million and thenulative adjustment for potentially excess and
obsolete inventory was $14.5 million at JanuargQ,2. Historically, our inventory adjustment hasadequate to cover our losses. However, if
actual market conditions are less favorable thaicipated, additional inventory adjustments coutdrequired.

Contingencies

We are subject to legal proceedings primarily egldb intellectual property matters. We routinedgess the likelihood of adverse judgments or
outcomes to these matters, as well as ranges bépl®losses, to the extent losses are reasonstityable. If losses are probable and reasonably
estimable, we will record a liability and an expefisr the estimated loss. Disclosure for specé#gal contingencies will be provided if the likeldth
of occurrence is probable, or reasonably possitrid,the exposure is considered material to ouratioizded financial statements. Management
considers many factors in making determinationkefy outcomes of litigation matters. These fastorclude, but are not limited to, past history,
scientific and other evidence, and the specificbsiatus of each matter. We may change our estnifater assessment of the various factors changes
which may result in the recording of an accruah@hange in a previously recorded accrual. Predj¢tie outcome of claims and litigation, and
estimating related costs and exposure involvestaotial uncertainties that could cause actual dostary materially from estimates and accruals.

Business Combinations

Under the acquisition method of accounting, wecate the fair value of the total consideration sfarred to the tangible and identifiable
intangible assets acquired and liabilities assubzesgd on their estimated fair values on the date of
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acquisition. The fair values assigned, definechasptice that would be received to sell an asspait to transfer a liability in an orderly transan
between willing market participants, are basedsimeates and assumptions determined by manageWemntecord the excess consideration over the
aggregate fair value of tangible and intangibletsset of liabilities assumed, as goodwill. Theseations require us to make significant estimate
and assumptions, especially with respect to intdegissets.

In connection with certain of our acquisitions, giddial contingent consideration is earned by thléess upon completion of certain future
performance milestones. In these cases, a lialslitgcorded on the acquisition date for an esgrofthe acquisition date fair value of the conging
consideration by applying the income approachazintigj variable factors such as anticipated futushdbows, risk-free adjusted discount rates, and
nonperformance risk. Any change in the fair valfithe contingent consideration subsequent to tijeiaition date is recognized in acquisition related
(gain) expense, net, a component of operating esggerin our consolidated statements of income. Mkethod requires significant management
judgment, including the probability of achievingteaen future milestones and discount rates. Futhenges in our estimates could result in expens
gains.

Management uses a discounted cash flow methodue war acquired intangible assets. This methodiresg significant management judgment
to forecast future operating results and estabésidual growth rates and discount factors. Thienes¢s we use to value and amortize intangibletaisse
are consistent with the plans and estimates thats@g¢o manage our business and are based onbéevdiistorical information and industry estimates
and averages. If the subsequent actual resultspaeted projections of the underlying busineswigtthange compared with the assumptions and
projections used to develop these values, we cxpérience impairment charges. In addition, we lestienated the economic lives of certain acqt
assets and these lives are used to calculate degjisa@and amortization expense. If our estimafeb® economic lives change, depreciation or
amortization expenses could be accelerated or slowe

Intangible Assets and Other Long-Lived Assets — lamment Assessments

We regularly perform reviews to determine if thergimg values of our long-lived assets are impai#edeview of intangible assets that have
finite useful lives and other long-lived assetpésformed when an event occurs indicating the piatefor impairment. If indicators of impairment
exist, we assess the recoverability of the affeldrd-lived assets by determining whether the égagrgmount of such assets exceeds the undiscounte
expected future cash flows associated with suoht®iss

In order to estimate the fair value of purchasedrigible assets and other long-lived assets theg figite useful lives, we estimate the present
value of future cash flows from those assets. Tedssumptions that we use in our discounted dashniodel are the amount and timing of estimi
future cash flows to be generated by the assetavextended period of time and a rate of retusth¢bnsiders the relative risk of achieving thehcas
flows, the time value of money, and other factbet & willing market participant would considergificant judgment is required to estimate the
amount and timing of future cash flows and thetiederisk of achieving those cash flows.

Assumptions and estimates about future values@mdining useful lives are complex and often subjecThey can be affected by a variety of
factors, including external factors such as induatrd economic trends, and internal factors suahasges in our business strategy and our internal
forecasts. For example, if our future operatingiitssdo not meet current forecasts or if we expexgea sustained decline in our market capitalinatio
that is determined to be indicative of a reductiofair value of one or more of our reporting unite may be required to record future impairment
charges for purchased intangible assets. Impairot@arges could materially decrease our futurenme and result in lower asset values on our
balance sheet.

Share-Based Compensation

We are required to measure and recognize compengatpense for all share-based payments made tlmgeeg and directors based on
estimated fair value. We estimate the fair valusto€k options granted and stock purchases undesroployee stock purchase plan using the Black-
Scholes-Merton (BSM) option-pricing model. The fague of our restricted stock units is based enntfarket price of our common stock on the date
of grant.

The determination of fair value of share-based d&/asing the BSM model requires the use of cedsiimates and highly judgmental
assumptions that affect the amount of share-basmgensation expense recognized in our consoliddsements of income. These include estimates
of the expected volatility of our stock price, egpeal life of an award, expected dividends, andigiefree interest rate. We determine the volatitit
our stock price by equally weighing the historiaatl implied volatility of our common stock. Thetbigcal volatility of our common stock over the
most recent period is generally
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commensurate with the estimated expected life ostack awards, adjusted for the impact of unuiuetuations not reasonably expected to recur
other relevant factors. Implied volatility is calated from the implied market volatility of exchangaded call options on our common stock. The
expected life of an award is based on historicd&fture experience, exercise activity, and ontdrens and conditions of the stock awards. We
determined expected dividend yield to be 0% giverhave never declared or paid any cash dividenasipnommon stock and we currently do not
anticipate paying such cash dividends. The risk-inéerest rate is based upon U.S. Treasury seuwith remaining terms similar to the expected
term of the share-based awards. We amortize thedhie of share-based compensation on a strdigdbhsis over the requisite service periods of the
awards. If any of the assumptions used in the BSMehchange significantly, share-based compensatipense may differ materially from what we
have recorded in the current period.

Warranties

We generally provide a ongear warranty on instruments. Additionally, we pd@va warranty on consumables through the expiratate, whicl
generally ranges from six to twelve months aftertfanufacture date. We establish an accrual fonatd warranty expenses based on historical
experience as well as anticipated product perfoomawe periodically review the adequacy of our waty reserve, and adjust, if necessary, the
warranty percentage and accrual based on actuafierpe and estimated costs to be incurred. Iestimates of warranty obligation change or if
actual product performance is below our expectative may incur additional warranty expense.

Cease-Use Loss upon Exit of Facility

In 2011, we relocated our headquarters to a neilitfaa San Diego, California, and recorded heaalger relocation expense of $41.8 million ,
which included a cease-use loss of $23.6 milliaorded upon vacating certain buildings of our phieadquarter facility. The lease on our prior
headquarter facility expires in 2023. The ceaselasgis calculated as the present value of thair@ng lease obligation offset by estimated suldeas
rental receipts during the remaining lease peradjlsted for deferred items and leasehold improwsnén calculating the ceasise loss, managem
is required to make significant judgments to esterthe present value of future cash flows fromabsumed sublease. The key assumptions that v
in our discounted cash flow model include the amt@mnad timing of estimated sublease rental recegptd,the risk-adjusted discount rate. These
assumptions are subjective in nature and the aftttuak cash flows could differ from our estimatessulting in significant adjustments to the cease-
loss recorded or to be recorded.

Income Taxes

Our provision for income taxes, deferred tax asaptsliabilities, and reserves for unrecognizediamefits reflect our best assessment of
estimated future taxes to be paid. Significant jndgts and estimates based on interpretations stirxitax laws or regulations in the United States
and the numerous foreign jurisdictions where wesatgect to income tax are required in determimngprovision for income taxes. Changes in tax
laws, statutory tax rates, and estimates of thepemy's future taxable income could impact the defttax assets and liabilities provided for in the
consolidated financial statements and would recuiradjustment to the provision for income taxes.

Deferred tax assets are regularly assessed tamdetethe likelihood they will be recovered fromdte taxable income. A valuation allowance is
established when we believe it is more likely thahthe future realization of all or some of a defd tax asset will not be achieved. In evaluating
ability to recover deferred tax assets within tmésgiction which they arise, we consider all azbié positive and negative evidence. Factors readew
include the cumulative pre-tax book income for plast three years, scheduled reversals of defeareldhbilities, our history of earnings and relilli
of our forecasts, projections of pre-tax book ineaower the foreseeable future, and the impact pfeesible and prudent tax planning strategies.
Based on the available evidence as of JanuarylP, 2@e were not able to conclude it is more likbign not certain U.S. deferred tax assets will be
realized. Therefore, we recorded a valuation allmeaof $1.8 million against certain U.S. deferraxi dssets.

We recognize the impact of a tax position in onaficial statements only if that position is mokelly than not of being sustained upon
examination by taxing authorities, based on thharteal merits of the position. Tax authorities riegly examine our returns in the jurisdictions in
which we do business and we regularly assess théstaof the company’s return filing positions. ®to the complexity of some of the uncertainties,
the ultimate resolution may result in payments #ratmaterially different from our current estimaiehe tax liability. These differences, as wellaany
interest and penalties, will be reflected in thevision for income taxes in the period in whichyttzee determined.

ITEM 7A. Quantitative and Qualitative Disclosures about MakRisk.
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Interest Rate Sensitivity

Our investment portfolio is exposed to market figkn changes in interest rates. The fair marketeaif fixed rate securities may be adversely
impacted by fluctuations in interest rates whileome earned on floating rate securities may deeline result of decreases in interest rates. Under
current policies, we do not use interest rate @ine instruments to manage exposure to interésictaanges. We attempt to ensure the safety and
preservation of our invested principal funds byiting default risk, market risk, and reinvestmeaskr We mitigate default risk by investing in
investment grade securities. We have historicatymained a relatively short average maturity for imvestment portfolio, and we believe a
hypothetical 100 basis point adverse move in isten@es along the entire interest rate yield cwweald not materially affect the fair value of our
interest sensitive financial instruments. In addifiif a 100 basis point change in overall interat#s were to occur in 2012, our interest incoroald/
change by approximately $11.9 million in relatioreimounts we would expect to earn, based on oty cash equivalents, and short-term investments
as of January 2, 2011.

Changes in interest rates may also impact gailessees from the conversion of our outstanding crdible senior notes. During 2011, we issued
$920 million in aggregate principal amount of ol3% convertible senior notes due 2016. At ourtelacthe notes are convertible into cash, shares
of our common stock, or a combination of cash drades of our common stock in each case under carit@umstances, including trading price
conditions related to our common stock. If the itmgdorice of our common stock reaches a price feustained period at 130% above the conversion
price of $83.55 the notes will become convertible. Upon conversiee are required to record a gain or loss fordifference between the fair value
the debt to be extinguished and its correspondétgarrying value. The fair value of the debt teelRénguished depends on our then-current
incremental borrowing rate. If our incremental loaving rate at the time of conversion is higherawer than the implied interest rate of the notes, w
will record a gain or loss in our consolidated esta¢nt of income during the period in which the s@ee converted. The implicit interest rate for the
notes is 4.5%. An incremental borrowing rate teat hypothetical 100 basis points lower than thdioit interest rate upon conversion of $100 mill
aggregate principal amount of the notes would tes\d loss of approximately $4.0 million.

Market Price Sensitive Instruments

In order to reduce potential equity dilution, imoection with the issuance (and potential convejsib our 0.625% convertible senior notes due
2014, we entered into convertible note hedge titses, entitling us to purchase up to 18,322,320Fes of our common stock at a strike price of
$21.83 per share, subject to adjustment. In additi@ sold to the hedge transaction counterpantésants exercisable on a net-share basis, foo up t
18,322,320 shares of our common stock at a strike pf $31.435 per share, subject to adjustmeme. anti-dilutive effect of the note hedge
transactions, if any, could be partially or fullffset to the extent the trading price of our comrstatk exceeds the strike price of the warrantten
exercise dates of the warrants, which occur du2bity, assuming the warrants are exercised.

Foreign Currency Exchange Risk

We conduct a portion of our business in currenotbsr than the company's U.S. dollar functionateney. These transactions give rise to
monetary assets and liabilities that are denomihiateurrencies other than the U.S. dollar. Theiealf these monetary assets and liabilities argest
to changes in currency exchange rates from thettiméransactions are originated until settlememiaish. Our foreign currency exposures are
primarily concentrated in the Euro, Yen, Britistupd sterling, Australian dollar, and Singapore @lolBoth realized and unrealized gains or losses on
the value of these monetary assets and liabibtiesncluded in the determination of net income.Mt®orded an immaterial net currency exchange loss
for the fiscal year ended January 1, 2012 , angimaf $1.0 million for the fiscal year ended Janyud, 2011 on business transactions, net of hedging
transactions, which are included in other (expems®)me, net, in our consolidated statements afrime

We use forward exchange contracts to manage apatithe foreign currency exposure risk for foregybsidiaries with monetary assets and
liabilities denominated in currencies other tham thS. dollar. We only use derivative financialtingnents to reduce foreign currency exchange rate
risks; we do not hold any derivative financial msbents for trading or speculative purposes. Wieaarily use forward exchange contracts to hedge
foreign currency exposures, and they generally bewas of one month or less. Realized and unrehtizéns or losses on the value of financial
contracts entered into to hedge the exchange xatesare of these monetary assets and liabilitieskso included in the determination of net income,
as they have not been designated for hedge acoguiitiese contracts, which settle monthly, effedyiix the exchange rate at which these specific
monetary assets and liabilities will be settledthsd gains or losses on the forward contractebffse losses or gains from changes in the valtieeof
underlying monetary assets and liabilities. At Zagu, 2012 , we had $25.5 million of foreign cumeg forward contracts outstanding to hedge foreign
currency risk.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of
lllumina, Inc.

We have audited the accompanying consolidated balgineets of lllumina, Inc. as of January 1, 20i® January 2, 2011 , and the related
consolidated statements of income, stockholdensityygand cash flows for each of the three fisezng in the period ended January 1, 2012 . Our
audits also included the financial statement scleelikied in the Index at Item 15. These finanstatements and schedule are the responsibilityeof t
Company’s management. Our responsibility is to egp@n opinion on these financial statements ametiste based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamBigUnited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether the finastaiainents are free of material misstatement. An
audit includes examining, on a test basis, evidenpporting the amounts and disclosures in then6iiz statements. An audit also includes assessing
the accounting principles used and significantnesties made by management, as well as evaluatirgy#rall financial statement presentation. We
believe that our audits provide a reasonable asisur opinion.

In our opinion, the financial statements refer@aove present fairly, in all material respedts, ¢onsolidated financial position of lllumina, |
at January 1, 2012 and January 2, 2011 , and tieolidated results of its operations and its cishid for each of the three fiscal years in the qukri
ended January 1, 2012 , in conformity with U.S.egalty accepted accounting principles. Also, in opinion, the related financial statement schedule,
when considered in relation to the basic finansiatements taken as a whole, presents fairly imaterial respects the information set forth threrei

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), lllumina, Inc.’s
internal control over financial reporting as of dary 1, 2012 , based on criteria established irivati Control-Integrated Framework issued by the
Committee of Sponsoring Organizations of the Tremd®ommission and our report dated February 232 28fressed an unqualified opinion thert

/s/ ERNST & Y OUNGLLP

San Diego, California
February 23, 2012
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ILLUMINA, INC.
CONSOLIDATED BALANCE SHEETS

January 1, January 2,
2012 2011
(In thousands)
ASSETS
Current assets:
Cash and cash equivalents $ 302,97¢ 248,94°
Short-term investments 886,59( 645,34
Accounts receivable, net 173,88t 165,59¢
Inventory, net 128,78: 142,21
Deferred tax assets, current portion 23,18¢ 19,37¢
Prepaid expenses and other current assets 29,19¢ 36,92:
Total current assets 1,544,61! 1,258,39!
Property and equipment, net 143,48: 129,87:
Goodwill 321,85!¢ 278,20t
Intangible assets, net 106,47! 91,46:
Deferred tax assets, long-term portion 19,67¢ 39,497
Other assets 59,73t 41,67¢
Total assets $ 2,195,84i 1,839,11:
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 49,80¢ 66,74«
Accrued liabilities 187,77: 156,16
Long-term debt, current portion — 311,60¢
Total current liabilities 237,58( 534,51°
Long-term debt 807,36¢ —
Other long-term liabilities 69,95¢ 28,53
Commitments and contingencies
Conversion option subject to cash settlement 5,72 78,39(
Stockholders’ equity:
Preferred stock, $0.01 par value, 10,000,000 stearé®rized, no shares issued at January 1, 2G12 :

January 2, 2011 — —
Common stock, $0.01 par value, 320,000,000 shatber@zed, 166,707,208 shares issued at January 1,

2012, 151,512,837 shares issued at January 2, 2011 1,66¢ 1,51¢
Additional paid-in capital 2,249,901 1,891,28!
Accumulated other comprehensive income 2,115 1,76¢
Accumulated deficit (68,707 (155,33Y)
Treasury stock, at cost (44,664,972 shares at datud012 and 24,904,564 shares at January 2)2011 (1,109,76) (541,559

Total stockholders’ equity 1,075,21! 1,197,67!
Total liabilities and stockholders’ equity $ 2,195,84i 1,839,11

See accompanying notes to consolidated financgstents
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Revenue:
Product revenue
Service and other revenue
Total revenue
Cost of revenue:
Cost of product revenue
Cost of service and other revenue

ILLUMINA, INC.

CONSOLIDATED STATEMENTS OF INCOME

Amortization of acquired intangible assets

Total cost of revenue
Gross profit
Operating expense:
Research and development
Selling, general and administrative
Headquarter relocation expense
Restructuring charges
Acquisition related expense (gain), net
Total operating expense
Income from operations
Other income (expense):
Interest income
Interest expense
Other (expense) income, net
Total other expense, net
Income before income taxes
Provision for income taxes
Net income
Net income per basic share

Net income per diluted share

Shares used in calculating basic net income peesha

Shares used in calculating diluted net income pares

Years Ended

January 1, January 2,
2012 2011

January 3,

2010

(In thousands, except per share amounts)

987,28( $ 842,51( $ 627,24(
68,25 60,23 39,08
1,055,53! 902,74: 666,32
308,22 271,99 190,71
26,11¢ 21,39¢ 15,05¢
12,09: 7,80t 6,68(
346,43 301,20: 212,44
709,00 601,54( 453,87
196,91 177,94 140,61¢
261,84 220,45 176,33
41,82¢ — —
8,13¢ — —
91¢ (8,515) 11,32
509,63 389,88 328,27
199,46 211,65 125,59
7,05: 8,37¢ 11,02¢
(34,790) (24,59 (23,719
(38,679) (10,05¢) 1,217
(66,416) (26,27%) (11,477)
133,04 185,37 114,12
46,41 60,48¢ 41,84
86,62¢ $ 124,890 $ 72,28:
0.7¢C $ 1.01 $ 0.5¢
06z $ 087 $ 0.5¢
123,39 123,58: 123,15
138,93 143,43 137,09

See accompanying notes to consolidated financgstents
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ILLUMINA, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Accumulated

Additional Other Total
Common Stock Paid-In Comprehensive Accumulated Treasury Stock Stockholders’
Shares Amount Capital Income Deficit Shares Amount Equity
(In thousands)
Balance as of December 28, 2008 138,93° $1,38¢ $1,469,771 $ 2,42: $ (352,50) (17,92¢ $ (322,40) $ 798,66°
Components of comprehensive income:
Net income — — — — 72,281 — — 72,28
Unrealized gain on available-for-sale securities,
net of deferred tax — — — 40¢ — — — 40€
Comprehensive income 72,68¢
Issuance of common stock, net of repurchases  4,52% 46 46,90¢ — — (6,140 (175,13f) (128,18)
Share-based compensation — — 60,81: — — — — 60,81:
Incremental tax benefit related to stock options
exercised — — 39,31¢ — — — — 39,31¢
Remeasurement of convertible debt 84 1 20,94( — — — — 20,94
Balance as of January 3, 2010 143,54 1,43¢ 1,637,75 2,83( (280,22¢)  (24,06%) (497,54 864,24¢
Components of comprehensive income:
Net income — — — — 124,89: — — 124,89
Unrealized loss on available-for-sale securities,
of deferred tax — — — (1,06%) — — — (1,06%)
Comprehensive income 123,82t
Issuance of common stock, net of repurchases  7,96¢ 8C 117,96! — — (83€) (44,016 74,02¢
Share-based compensation —_ — 71,72¢ — — — — 71,72¢
Incremental tax benefit related to stock options
exercised — — 42,44¢ — — — — 42,44¢
Reclassification of conversion option subject to
cash settlement — — 21,402 — — — — 21,40:
Balance as of January 2, 2011 151,51: 1,51¢ 1,891,28: 1,76t (155,33) (24,904 (541,55¢) 1,197,67!
Components of comprehensive income:
Net income — — — — 86,62¢ — — 86,62¢
Unrealized gain on available-for-sale securities,
net of deferred tax — — — 352 — — — 352
Comprehensive income 86,98(
Issuance of common stock, net of repurchases 15,19¢ 152 104,26¢ — — (19,990 (572,20) (467,78)
Convertible note, equity portion, net of tax and
issuance costs — — 155,36t — — — — 155,36t
Tax impact from the issuance of convertible debt — — (59,427) — — — — (59,42))
Tax benefit related to conversions of convertibl
debt — — 11,40¢ — — — — 11,40¢
Reclassification of conversion option subject to
cash settlement — — 7,667 — — — — 7,661
Share-based compensation — — 92,15 — — — — 92,15:
Net incremental tax benefit related to stock ofsi
exercised — — 43,12: — — — — 43,12:
Equity based contingent compensation — — 3,451 — — — — 3,451
Issuance of treasury stock — — 597 — — 22¢ 4,00: 4,60(
Balance as of January 1, 2012 166,700 $1,66¢  $2,249,900 $ 2,117 $ (68,707 (44,66% $(1,109,76) $ 1,075,21!

See accompanying notes to consolidated financgstents
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ILLUMINA, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net caskipgeal by operating activities:

Depreciation expense
Amortization of acquired intangible assets
Share-based compensation expense
Accretion of debt discount
Loss on extinguishment of debt
Cease-use loss
Contingent compensation expense
Incremental tax benefit related to stock optionsreised
Deferred income taxes
Change in fair value of contingent consideration
Impairment of cost-method investment
Acquired in-process research and development
Other non-cash adjustments
Changes in operating assets and liabilities:
Accounts receivable
Inventory
Prepaid expenses and other current assets
Other assets
Accounts payable
Accrued liabilities
Other long-term liabilities
Unrealized gain (loss) on foreign exchange
Net cash provided by operating activities
Cash flows from investing activities:
Purchases of available-for-sale securities
Sales of available-for-sale securities
Maturities of available-for-sale securities
Sales and maturities of trading securities
Net cash paid for acquisitions
Purchases of strategic investments
Purchases of property and equipment
Cash paid for intangible assets
Net cash used in investing activities
Cash flows from financing activities:
Payments on current portion of long-term debt
Proceeds from issuance of convertible notes
Incremental tax benefit related to stock optionsreised
Common stock repurchases
Proceeds from the exercise of warrants
Proceeds from issuance of common stock
Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash and casvaénts

Net increase (decrease) in cash and cash equisalent

Cash and cash equivalents at beginning of year

Years Ended

January 1, January 2, January 3,
2012 2011 2010
(In thousands)
86,62¢ 124,89: $ 72,28
55,57¢ 34,20« 24,50«
12,68¢ 7,80¢ 6,68(
92,09: 71,64¢ 60,81
32,17: 21,40 20,28¢
37,61 — —
23,63¢ — —
3,45 — —
(46,35, (42,445 (39,319
19,22 48,69¢ 29,70«
(4,500) (10,376 -
— 13,22 —
— 1,32¢ 11,32¢
8,87 4,32¢ 1,721
(7,01]) (7,849 (18,579
22,15: (48,587 (20,557
(2,016 2,55¢ (3,429
(4,002 (3,56¢) (2,670)
(21,099 23,15( 11,77¢
42,95¢ 32,02¢ 19,99
8,05¢ (113) 814
(2,005 247 (3,157)
358,14( 272,57 172,19:
(1,310,26) (846,209 (694,48
900,88 539,16 310,22¢
160,00 149,45( 203,99(
— 54,90( 1,00(
(58,305) (98,212 (1,325)
(13,769 (27,677 (19,900
(77,800 (49,81¢) (52,679
(1,750 (6,65(0) (3,400)
(400,999 (285,05%) (256,56¢)
(349,879 — (10,000)
903,49: — —
46,35¢ 42,44¢ 39,31¢
(570,40¢) (44,016 (175,13f)
5,51 16,02¢ 7,57¢
61,93¢ 102,01¢ 39,37¢
97,01¢ 116,47 (98,867)
(12€) 32C 84¢
54,03: 104,31« (182,39))
248,94 144,63: 327,02




Cash and cash equivalents at end of year $ 302,97¢ $ 248,94 $ 144,63:

Supplemental disclosures of cash flow information:
Cash paid for interest $ 2,481 $ 2437 $ 2,43

Cash paid for income taxes $ 9,80t $ 31,56¢ $ 10,36!
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See accompanying notes to consolidated financgstents
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ILLUMINA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Unless the context requires otherwise, referencekis report to “lllumina,” “we,” “us,” the “Company,” and “our” refer to Illumina, Inc. and
its consolidated subsidiaries.

1. Organization and Summary of Significant AccountingPolicies
Organization and Business

lllumina, Inc. (the Company) is a leading develomeanufacturer, and marketer of life science taold integrated systems for the analysis of
genetic variation and biological function. Using tBompany’s proprietary technologies, lllumina pdeg a comprehensive line of genetic analysis
solutions, with products and services that sereoad range of highly interconnected markets, iiclg sequencing, genotyping, gene expression, anc
molecular diagnostics. The Compasigustomers include leading genomic research cgraeademic institutions, government laboratogdes, clinical
research organizations, as well as pharmaceulicaéchnology, agrigenomics, and consumer genoogogpanies.

Basis of Presentation

The consolidated financial statements of the Comeve been prepared in conformity with U.S. gelheegcepted accounting principles and
include the accounts of the Company and its whollyred subsidiaries. All intercompany transactioms balances have been eliminated in
consolidation.

Fiscal Year

The Company's fiscal year is 52 or 53 weeks entliadgSunday closest to December 31, with quartet8afr 14 weeks ending the Sunday
closest to March 31, June 30, September 30, andrblger 31. The years ended January 1, 2012 , Japu2®11 , and January 3, 2010 were 52 , 52
and 53 weeks, respectively.

Use of Estimates

The preparation of financial statements requiras itianagement make estimates and assumptiondféwtthe reported amounts of assets,
liabilities, revenue, expenses, and related discsf contingent assets and liabilities. Actualtes could differ from those estimates.

Segment Information

The Company is organized in two operating segmfentigurposes of recording and reporting our finahésults: Life Sciences and Diagnostics.
The Life Sciences operating segment includes alipets and services related to the research mawdetely the product lines based on the Commany’
sequencing, BeadArray, VeraCode, and real-timerpetgse chain reaction (PCR) technologies. The Distigs operating segment focuses on the
emerging opportunity in molecular diagnostics. Dgrall periods presented, the Diagnostics operataggnent had limited activity. Accordingly, the
Company'’s operating results for both segmentseperted on an aggregate basis as one reportabteesegrhe Company will begin reporting in two
reportable segments once revenues, operating prdbss, or assets of the Diagnostics operatiggisat exceeds 10% of the consolidated amounts.

Acquisitions

The Company measures all assets acquired andtledssumed, including contingent consideratamd all contractual contingencies, at fair
value as of the acquisition date. In addition, @feenpany capitalizes in-process research and dewelop(IPR&D) and either amortizes it over the life
of the product upon commercialization, or writesfitif the project is abandoned or impaired. Pasfuisition adjustments related to business
combination deferred tax asset valuation allowameeksliabilities for uncertain tax positions aregeed in current period income tax expense.
Contingent purchase considerations are remeasoiestimated fair value at each reporting periodhwie change in fair value recorded in acquisition
related (gain) expense, net, a component of opgratipenses.

Cash Equivalents and Short-Term Investments
Cash equivalents are comprised of short-term, hilidpliid investments with maturities of 90 daydess at the date of
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ILLUMINA, INC.
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purchase.

Short-term investments consist of U.S. Treasur$. dovernment agency securities, and corporatesgeirities. Management classifies short-
term investments as available-for-sale at the tiffeurchase and reevaluates such classificatiafi @each balance sheet date. All short-term
investments are recorded at estimated fair valmeedlized gains and losses for available-for-sateisties are included in accumulated other
comprehensive income, a component of stockholdepsity. The Company evaluates its investmentstesaswhether those with unrealized loss
positions are other than temporarily impaired. limpants are considered to be other than tempofaingy are related to deterioration in credit risk
if it is likely that the Company will sell the satties before the recovery of their cost basis.IRed gains and losses and declines in value jutigbe
other than temporary are determined based on #afpidentification method and are reported ihest(expense) income, net in the consolidated
statements of income.

Fair Value Measurements

The Company determines the fair value of its asmedsliabilities based on the exchange price tlmtlavbe received for an asset or paid to
transfer a liability (an exit price) in the prinaipor most advantageous market for the assetlalitiain an orderly transaction between market
participants on the measurement date. Valuatidmigoes used to measure fair value maximize thetlisbservable inputs and minimize the use of
unobservable inputs. The Company uses a fair \l@&rarchy with three levels of inputs, of which firet two are considered observable and the last
unobservable, to measure fair value:

* Level 1—Quoted prices in active markets for identical assetiabilities

* Level 2—Inputs, other than Level 1, that are observabtagedirectly or indirectly, such as quoted prié@ssimilar assets or liabilities;
quoted prices in markets that are not active; beoinputs that are observable or can be corroboiay observable market data for
substantially the full term of the assets or lidiei.

* Level 3—Unobservable inputs that are supported by litttammarket activity and that are significant to thie value of the assets or
liabilities.

The carrying amounts of financial instruments sasitash and cash equivalents, accounts receiyabfEid expenses and other current assets,
accounts payable, and accrued liabilities, excly@icquisition related contingent considerationilidss, approximate the related fair values du¢hi®
short-term maturities of these instruments.

Accounts Receivable

Trade accounts receivable are recorded at theweice value and are not interest bearing. The Gmypgonsiders receivables past due based or
the contractual payment terms. The Company revitsaexposure to accounts receivable and resenexsfispamounts if collectibility is no longer
reasonably assured. The Company also reservesenpege of its trade receivable balance based l@tition history and current economic trends that
might impact the level of future credit losses. TBwmpany re-evaluates such reserves on a reguder dvad adjusts its reserves as needed.

Concentrations of Risk

The Company operates in markets that are highlypetitive and rapidly changing. Significant techrgit@l changes, shifting customer needs,
the emergence of competitive products or serviddsmew capabilities, and other factors could niegét impact the Company’s operating results. A
significant portion of the Company's customers @irgf university and research institutions thanagement believes are, to some degree, directly or
indirectly supported by the United States Governim&rsignificant change in current research fundipgrticularly with respect to the National
Institutes of Health, could have a material advérggact on the Company’s future revenues and iesiilbperations.

The Company is also subject to risks related tériencial instruments including its cash and caghivalents, investments, and accounts
receivable. Most of the Company’s cash and caslvelgnts as of January 1, 2012 were deposited fivilmcial institutions in the United States. The
Company'’s investment policy restricts the amountreflit exposure to any one issuer to 5% of thé&qar at the time of purchase and to any one
industry sector, as defined by Bloomberg clasdifices, to 25% of the portfolio at the time of puask. There is no limit to the percentage of the
portfolio that may be maintained in U.S. treasupligations, U.S. government agency securities,randey market funds.

The Company’s products require customized comparteat currently are available from a limited numbksources. The Company obtains
certain key components included in its productsifgingle vendors.
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The Company performs a regular review of customgivity and associated credit risks and do not ireqgeollateral or enter into netting
arrangements. Shipments to customers outside tliedJBtates comprised 50% , 45% , and 48% of thmag2my's revenue for the years ended
January 1, 2012 , January 2, 2011 , and Janu@@18), , respectively. Customers outside the UnitateS represented 52% and 59% of the Company's
gross trade accounts receivable balance as of 3ahua012 and January 2, 2011 , respectively.sSal¢erritories outside of the United States may b
denominated in U.S. dollars or in the local curgenc

International sales entail a variety of risks, urtthg currency exchange fluctuations, longer payrogdes, and greater difficulty in accounts
receivable collection. The Company is also suliiegieneral geopolitical risks, such as politicakial and economic instability, and changes in
diplomatic and trade relations. The risks of in&ional sales are mitigated in part by the extentliich sales are geographically distributed. The
Company has historically not experienced significardit losses from investments and accountsvabgs. Approximately 20% of the Company's
revenue is derived from European countries othaam the United Kingdom. As the credit and econoroitditions in certain southern European
countries continue to deteriorate, the Companyleglyureviews its accounts receivable outstandimthese countries and assesses the allowance for
doubtful accounts accordingly. As of January 1,20bn-current accounts receivables from thesetdesraccounted for approximately 3% of the
Company's accounts receivable balance, and the &onipms not experienced significant difficultiecallecting on the accounts receivable
outstanding in these countries.

Inventory

Inventory is stated at the lower of cost (on at finsfirst out basis) or market. Inventory inclsdaw materials and finished goods that may be
used in the research and development process ahdtems are expensed as consumed or expired.sRnesifor slow moving, excess, and obsolete
inventories are estimated based on product liféesyquality issues, historical experience, andjesarecasts.

Property and Equipment

Property and equipment are stated at cost, sulojgetiew of impairment, and depreciated over stereated useful lives of the assets (generally
three to seven years) using the straight-line ntetAmortization of leasehold improvements is corepubver the shorter of the lease term or the
estimated useful life of the related assets. Magmee and repairs are charged to operations agadciWhen assets are sold, or otherwise dispdsed o
the cost and related accumulated depreciationeaneved from the accounts and any gain or los<laded in operating expense.

Gooduwill, Intangible Assets and Other Long-Lived gets

Goodwill represents the excess of cost over fdirevaf net assets acquired. The change in theingrialue of goodwill during the year ended
January 1, 2012 was due to goodwill recorded imeotion with the Company's acquisition of Epicefteehnologies Corporation (Epicentre) in
January 2011.

The Company's identifiable intangible assets areprsed primarily of IPR&D, licensed technologygaaed core technologies, customer
relationships, trade names, and license agreentextept IPR&D, the cost of all identifiable intabf assets is amortized on a straight-line basés ov
their respective useful lives. The Company regylpdrforms reviews to determine if the carryingues of its long-lived assets are impaired. A review
of intangible assets that have finite useful liged other long-lived assets is performed when @ntevccurs indicating the potential for impairmeht.
indicators of impairment exist, the Company asseserecoverability of the affected long-livedetssdy determining whether the carrying amount of
such assets exceeds the undiscounted expected &atsin flows associated with such assets. If impit is indicated, the Company compares the
carrying amount to the estimated fair value ofaffected assets and adjusts the value of suchsessatrdingly. Factors that would indicate poténtia
impairment include a significant decline in the Guamy's stock price and market capitalization comgao its net book value, significant changes in
the ability of a particular asset to generate pasitash flows, and significant changes in the Camyfs strategic business objectives and utilizatioa
particular asset. The Company performed quarteshiews of its long-lived assets and noted no irtéioa of impairment for the year ended January 1,
2012.

Goodwill and IPR&D, which have indefinite usefuldis, are reviewed for impairment at least annudliyng the second fiscal quarter, or more
frequently if an event occurs indicating the patrfor impairment. The performance of the goodwiipairment test is a two-step process. The first
step of the impairment test involves comparingdastmated fair value of the
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reporting unit with its carrying value, includingagdwill. If the carrying amount of the reportingiuexceeds its fair value, the Company performs the
second step of the goodwill impairment test to aeiee the amount of loss, which involves compathngimplied fair value of the goodwill with the
carrying value of the goodwill. The Company perfedrits annual impairment test of goodwill in the@®d fiscal quarter of 2011 , noting no
impairment. In its impairment test, the Companydtoded that it has a single reporting unit and itsafair value exceeded its book value, using ret
capitalization as a reference for the Companyts/iue. Therefore, the first step recoverabilagttwas passed and the second step analysis was not
required.

The IPR&D impairment test requires the Companysigeas the fair value of the asset as comparesl ¢aritying value, and if the carrying value
exceeds the fair value, record an impairment charge Company performed its annual impairmentdé#s IPR&D in the second fiscal quarter of
2011, noting no impairment. In addition, in contieat of our restructuring plan executed in the tbhuquarter of 2011, the Company identified certain
impairment indicators related to its IPR&D asset] aerformed another impairment test as of Janba?p12, noting no impairment. In its impairment
test, the Company assessed the fair value of IPRS&iBg an income approach, taking into considerataious factors such as future revenue
contributions, additional research and developmests to be incurred, and contributory asset clsarfige rate used to discount net future cash flows
to their present values was based on a risk-adjuate of return.

Reserve for Product Warranties

The Company generally provides a one-year warrantyistruments. Additionally, the Company providesarranty on its consumables through
the expiration date, which generally ranges frontaitwelve months after the manufacture date . Cbmpany establishes an accrual for estimated
warranty expenses based on historical experienogtkhss anticipated product performance. The Comeeriodically reviews the adequacy of its
warranty reserve, and adjusts, if necessary, tlieamy percentage and accrual based on actualierperand estimated costs to be incurred. Warranty
expense is recorded as a component of cost of proelvenue. Warranty expenses associated with @a¢emaintenance contracts for systems are
recorded as cost of service and other revenuecasréd.

Revenue Recognition

The Company’s revenue is generated primarily froendale of products and services. Product revenmaply consists of sales of
instrumentation and consumables used in genetigsisaService and other revenue primarily consi$tevenue received for performing genotyping
and sequencing services, instrument service cdraades, and amounts earned under research agrsenigmgovernment grants, which are
recognized in the period during which the relatests are incurred.

The Company recognizes revenue when persuasiveragdf an arrangement exists, delivery has oatwnrservices have been rendered, the
seller’s price to the buyer is fixed or determirglaind collectibility is reasonably assured. Iridnses where final acceptance of the product aesys
is required, revenue is deferred until all the ataece criteria have been met. All revenue is @@bmnet of any discounts.

Revenue for product sales is recognized generplhy transfer of title to the customer, provided tia significant obligations remain and
collection of the receivable is reasonably assurRedenue for genotyping and sequencing servicesagnized when earned, which is generally at the
time the genotyping or sequencing analysis dat@ide available to the customer or agreed upon twoiles are reached.

In order to assess whether the price is fixed terdgnable, the Company evaluates whether refugtdgiexist. If there are refund rights or
payment terms based on future performance, the @oyngefers revenue recognition until the price bezofixed or determinable. The Company
assesses collectibility based on a number of factocluding past transaction history with the oustr and the creditworthiness of the customehdf t
Company determines that collection of a paymenbtseasonably assured, revenue recognition isreéefeintil receipt of payment.

The Company regularly enters into contracts whevemue is derived from multiple deliverables inahgdany mix of products or services. Th
products or services are generally delivered wighghort time frame, approximately three to six thenof the contract execution date. Revenue
recognition for contracts with multiple deliverablis based on the individual units of accountinggdrined to exist in the contract. A delivered itism
considered a separate unit of accounting whenelieeded item has value to the customer on a s&made basis. Items are considered to have stand-
alone value when they are sold separately by angloreor when the customer could resell the itena stand-alone basis. Consideration is allocated at
the inception of the contract to all deliverablesdd on their relative selling price. The relagedling price for each deliverable is determineishgis
vendor specific objective evidence (VSOE) of sellprice or third-party evidence of selling pric&/&8OE does not exist. If neither VSOE nor third-
party evidence exists, the Company uses its béstae of the selling
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price for the deliverable.

In order to establish VSOE of selling price, them@any must regularly sell the product or servicaatandalone basis with a substantial
majority priced within a relatively narrow rangeS®E of selling price is usually the midpoint oftthange. If there are not a sufficient number of
standalone sales and VSOE of selling price canaalebermined, then the Company considers whetirdrghrty evidence can be used to establish
selling price. Due to the lack of similar produats] services sold by other companies within thesing, the Company has rarely established selling
price using third-party evidence. If neither VSO®& third party evidence of selling price existe tbompany determines its best estimate of selling
price using average selling prices over a rolli@ggrdonth period coupled with an assessment of cumamnket conditions. If the product or service has
no history of sales or if the sales volume is nfficent, the Company relies upon prices set lyy@ompany’s pricing committee adjusted for
applicable discounts. The Company recognizes revémudelivered elements only when it determinesdlare no uncertainties regarding customer
acceptance.

In the first quarter of 2010 , the Company offeamdncentive with the launch of the HiSeq 2000 #rabled existing Genome Analyzer
customers to trade in their Genome Analyzer andiveca discount on the purchase of a HiSeq 2008.ift¢entive was limited to customers who had
purchased a Genome Analyzer as of the date ofrtheusmcement and was the first significant tradprogram offered by the Company. The Genome
Analyzer trade-in program was completed in 201% Tlompany accounted for HiSeq 2000 discounts cetatthe Genome Analyzer tradeprogranm
as reductions to revenue upon recognition of tl#&elgi2000 sales revenue, which is later than treetbattrade-in program was launched.

In certain markets within Europe, the Asia-Padiéigion, Latin America, the Middle East, and Souffica the Company sells products and
provides services to customers through distributwas specialize in life science products. In nmezdes through distributors, the product is delidere
directly to customers. In cases where the produdeiivered to a distributor, revenue recognitdeferred until acceptance is received from the
distributor, and/or the end-user, if required by #pplicable sales contract. The terms of salesaions through distributors are consistent thieh
terms of direct sales to customers. These tramsactire accounted for in accordance with the Cogipaevenue recognition policy described herein.

Shipping and Handling Expenses
Shipping and handling expenses are included inafgstoduct revenue.
Research and Development

Research and development expenses consist oficostsed for internal and grant-sponsored reseancthdevelopment. Research and
development expenses include personnel expensgsacior fees, facilities costs, and utilities. Ergitures relating to research and development are
expensed in the period incurred.

Advertising Costs

The Company expenses advertising costs as inculighcertising costs were $6.8 million , $6.9 milliorand $4.2 millionfor the years ends
January 1, 2012 , January 2, 2011 , and Janu2@1B), , respectively.

Leases

Leases are reviewed and classified as capital @ratipg at their inception. For leases that contaim escalations, the Company records rent
expense on a straight-line basis over the terrhefdase, which includes the construction buildgmrtod and lease extension periods, if appropriate
The difference between rent payments and straigatrent expense is recorded as deferred rentciued liabilities and other long-term liabilities.
Landlord allowances are amortized on a straiglgiasis over the lease term as a reduction terg@nse. The Company capitalizes leasehold
improvements and amortizes them over the shorttreolease term or their expected useful lives.

During the year ended January 1, 2012 , the Compabgtantially moved its headquarters to anothsiitiain San Diego, California, and
recorded headquarter relocation expense of $41l®mj which primarily consisted of acceleratecderiation expense, impairment of assets,
additional rent expense during the transition gevidien both the new and former headquarter faslitéire occupied, moving expenses, and a aesse-
loss. The Company recorded accelerated depreciexipanse for leasehold improvements at its forreadbuarter facility based on the reassessed
useful lives of less than a year. The Company dembthe cease-use loss and a corresponding fasilitybligation upon vacating certain buildings of
its
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former headquarters, calculated as the presene wdlthe remaining lease obligation offset by eated sublease rental receipts during the remaining
lease period, adjusted for deferred items and agtidilease incentives. The key assumptions usthe icalculation include the amount and timing of
estimated sublease rental receipts, and the riglstad discount rate. Over the course of the reimgilease term of the former facility, the Company
will record additional headquarter relocation exgeEshdue to additional cease-use loss to be recapedexit of additional buildings, the accretian o
the facility exit obligation and adjustments thayrarise from change in estimates for the sublesgel receipts.

Restructuring Charges

During the fourth quarter of the year ended Jan@ag012, the Company announced and executedraaestng plan, to reduce the Company's
workforce and to consolidate certain facilitieseT®ompany measured and accrued the liabilitiescagsd with employee separation costs at fair v
as of the date the plan was announced and termirsaéire communicated to employees, which primardiuded severance pay and other separation
costs such as outplacement services and bendiigsCompany will measure and accrue the facilitiésomsts at fair value upon its exit. Facilitiegte
costs will primarily consist of cease-use losselsgoecorded upon vacating the facilities, asspairment, and accelerated depreciation expenses.

The fair value measurement of restructuring relétdilities requires certain assumptions and est#®s to be made by the Company, such as the
retention period of certain employees, the timind amount of sublease income on properties to bated, and the operating costs to be paid until
lease termination. It is the Company's policy te tige best estimates based on facts and circunestanailable at the time of measurement, review the
assumptions and estimates periodically, and athediabilities when necessary.

Income Taxes

The provision for income taxes is computed usirggabset and liability method, under which defetexdassets and liabilities are recognized for
the expected future tax consequences of tempoitieyehces between the financial reporting andiases of assets and liabilities, and for the
expected future tax benefit to be derived fromltess and credit carryforwards. Deferred tax assedsliabilities are determined using the enactgd ta
rates in effect for the years in which those tesetsare expected to be realized. The effect bhage in tax rates on deferred tax assets anditizbi
is recognized in the provision for income taxethim period that includes the enactment date.

Deferred tax assets are regularly assessed taxdetethe likelihood they will be recovered fromute taxable income. A valuation allowance is
established when the Company believes it is m&sdylithan not the future realization of all or soofe deferred tax asset will not be achieved. In
evaluating the ability to recover deferred tax &s®athin the jurisdiction which they arise the Quemy considers all available positive and negative
evidence. Factors reviewed include the cumulatieetax book income for the past three years, sdbhddeversals of deferred tax liabilities, histofy
earnings and reliable forecasting, projectionsreftpx book income over the foreseeable future, aadripact of any feasible and prudent tax plan
strategies.

The Company recognizes excess tax benefits assdaidth share-based compensation to stockholdgtstyeonly when realized. When
assessing whether excess tax benefits relatingai@ ased compensation have been realized, the&gnfollows the with-and-without approach
excluding any indirect effects of the excess tadut#ions. Under this approach, excess tax benefiited to sharbased compensation are not dee;
to be realized until after the utilization of ather tax benefits available to the Company.

The Company recognizes the impact of a tax positidhe financial statements only if that positisnmore likely than not of being sustained
upon examination by taxing authorities, based ertéichnical merits of the position. Any interest enalties related to uncertain tax positions bell
reflected in income tax expense.

Functional Currency

The U.S. dollar has been determined to be the ifumadtcurrency of the Company's international opens. The Company remeasures its fore
subsidiaries’ assets and liabilities and revenukeexpense accounts related to monetary assetsadildiés to the U.S. dollar and records the rehg
or losses resulting from remeasurement in othgrgiege) income, net in the consolidated stateméimsame. The remeasurement resulted in an
immaterial loss in the year ended January 1, 2@R2immaterial gain in the year ended January 21 2@nd a loss of $2.3 million for the year ended
January 3, 2010,
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respectively.
Derivatives

The Company is exposed to foreign exchange rdte iisthe normal course of business. To managetapmf the accounting exposure
resulting from changes in foreign currency exchamages, the Company enters into foreign exchangeacs to hedge monetary assets and liabilities
that are denominated in currencies other than tBe dbllar. These foreign exchange contracts arédaat fair value and are not designated as
hedging instruments. Changes in the value of thiwatéeve are recognized in other (expense) incameg, in the consolidated statements of income for
the current period, along with an offsetting renmeamsient gain or loss on the underlying foreignency denominated assets or liabilities.

As of January 1, 2012 , the Company had foreigmamnge forward contracts in place to hedge exposnrtee euro, Japanese yen, and
Australian dollar. As of January 1, 2012 and Jap@af011, the total notional amount of outstandirgvard contracts in place for foreign currency
purchases was $25.5 million and $20.0 million pessively. Gains and losses related to the nongdesgd foreign exchange forward contracts for the
years ended January 1, 2012 , January 2, 2011Jaamry 3, 2010 were immaterial.

Share-Based Compensation

The Company uses the Black-Scholes-Merton optigcifgr model to estimate the fair value of stockiops granted and stock purchases under
the Employee Stock Purchase Plan (ESPP). This nic@iporates various assumptions including exgeetdatility, expected term of an award,
expected dividends, and the risk-free interessrathe Company determines the expected volatilitgdually weighing the historical and implied
volatility of the Company’s common stock. The hi@tal volatility of the Company’s common stock otke most recent period is generally
commensurate with the estimated expected termeoCtimpanys stock awards, adjusted for the impact of unuuetuations not reasonably expec
to recur and other relevant factors. The impliethtiity is calculated from the implied market vtlay of exchange-traded call options on the
Companys common stock. The expected term of an awardsiechan historical forfeiture experience, exercigévty, and on the terms and conditic
of the stock awards. The fair value of restrictextk units granted is based on the market pricauoicommon stock on the date of grant. The Com
recognizes the fair value of share-based compemsati a straight-line basis over the requisiteisergeriods of the awards.

Net Income per Share

Basic net income per share is computed by dividieigincome by the weighted average number of conshanes outstanding during the
reporting period. Diluted net income per sharesisiputed by dividing net income by the weighted agernumber of common shares outstanding
during the reporting period increased to includetilie potential common shares calculated usingrsury stock method. Diluted net income per
share reflects the potential dilution from outstagdstock options, restricted stock units, ESPRyavas, shares subject to forfeiture, and convertib
senior notes. Under the treasury stock method,extible senior notes will have a dilutive impactemhthe average market price of the Company's
common stock is above the applicable conversiaref the respective notes. In addition, the follmgramounts are assumed to be used to repurchas
shares: the amount that must be paid to exeras& sptions and warrants and purchase shares thel&SPP; the amount of compensation expense
for future services that the Company has not yeigrized for stock options, restricted stock uri#iSPP, and shares subject to forfeiture; and the
amount of tax benefits that will be recorded inidddal paid-in capital when the expenses relateespective awards become deductible.

The following table presents the calculation ofgi®éd average shares used to calculate basic lelddnet income per share (in thousands):
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Years Ended

January 1, January 2, January 3,
2012 2011 2010
Weighted average shares outstanding 123,39¢ 123,58: 123,15
Effect of dilutive Convertible Senior Notes 3,78: 9,05¢ 6,497
Effect of dilutive equity awards 4,702 4,674 4,33
Effect of dilutive warrants sold in connection witie Convertible Senior Notes 7,052 5,317 1,56¢
Effect of dilutive warrants assumed in a prior dsiion — 803 1,54¢
Weighted-average shares used in calculating dilnétdncome per share 138,93 143,43 137,09¢
Weighted average shares excluded from calculatienta anti-dilutive effect 2,41¢ 1,93/ 924

Accumulated Other Comprehensive Income

Comprehensive income is comprised of net incomeotimek comprehensive income. The Company has dsdloomprehensive income as a
component of stockholders' equity. Accumulated otieenprehensive income on the consolidated balshneets at January 1, 2012 and January 2,
2011 includes accumulated foreign currency traimiadjustments and unrealized gains and losséseo@ompany's available-for-sale securities.

The components of accumulated other comprehensogerie are as follows (in thousands):

January 1, January 2,
2012 2011
Foreign currency translation adjustments $ 1,28¢ $ 1,33¢
Unrealized gain on available-for-sale securities,af deferred tax 82¢ 427
Total accumulated other comprehensive income $ 2117 $ 1,76¢
2. Balance Sheet Account Detai
Investments
The following is a summary of short-term investnsefi thousands):
January 1, 2012 January 2, 2011
Gross Gross Gross Gross
Amortized Unrealized Unrealized Estimated Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value Cost Gains Losses Fair Value
Available-for-sale securities:
Debt securities in government
sponsored entities $ 393,75¢ $ 42¢ % (148) $ 394,03¢ $ 261,89 $ 106 % (299 $ 261,69
Corporate debt securities 432,55( 1,29: (461) 433,38 329,82! 1,17( (235) 330,75¢
U.S. treasury securities 58,95¢ 214 — 59,16¢ 52,93¢ 70 (121) 52,881
Total available-for-sale
securities $ 885,26: $ 1,93 % (60S) $ 886,59( $ 644,65 $ 1,34¢ $ (655) $ 645,34.

Available-For-Sale Securities

As of January 1, 2012 the Company had 107 avaifisale securities in a gross unrealized los#ipos all of which had been in such position
for less than twelve months . There were no impaint® considered other-than-temporary as it is ket than not the Company will hold the
securities until maturity or a recovery of the doasis. The following table shows the fair valued the gross unrealized losses of the Company's
available-for- sale securities that were in an alized loss position as of January 1, 2012 andalgr?} 2011 aggregated by investment category (in

thousands):
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January 1, 2012 January 2, 2011
Gross Gross
Unrealized Unrealized

Fair Value Losses Fair Value Losses
Debt securities in government sponsored entities $ 133,90: $ (14¢) $ 127,75¢ $ (299)
Corporate debt securities 138,32¢ (461) 92,19¢ (235)
U.S. treasury securities — — 13,49( (121)
Total $ 272,23( % (609 $ 233,44 % (65%)

Realized gains and losses are determined basdt @pécific identification method and are reporteihterest income in the consolidated
statements of income. For the year ended Janu@@1P, , gross realized gains on sales of availdsleale securities were $1.4 million and gross
realized losses were immaterial. Gross realizedsyand losses on sales of available-for-sale dessuwere immaterial for each of the years ended
January 1, 2012 and January 3, 2010 .

Contractual maturities of available-for-sale dedatigities as of January 1, 2012 were as followsh@usands):

Estimated Fair Value

Due within one year $ 268,35!
After one but within five years 618,23!
Total $ 886,59(

Cost-Method Investments

As of January 1, 2012 and January 2, 2011 , theeggte carrying amounts of the Company’s cost-nieiingestments in non-publicly traded
companies were $45.3 million and $32.0 millionspectively. The Company’s cost-method investmergsiasessed for impairment quarterly. The
Company does not estimate the fair value of coshatkinvestments if there are no identified evemtshanges in circumstances that may have a
significant adverse effect on the fair value of ilveestments. The Company includes cost-methodsinvents in other long term assets in the
consolidated balance sheets.

In 2010, the Company determined that a $6.0 miliost-method investment and a related $6.8 miliote receivable with interest receivable of
$0.4 million were below carrying value and the innpeent was other-than-temporary. This determinatias based upon continued shortfalls from
revenue plans coupled with events at the time sfsmment that created uncertainty regarding tligy'sratbility to obtain additional funding in a
required timeframe for the entity to continue opierss. As a result, the Company recorded an impaitroharge of $13.2 million in other (expense)
income, net in the consolidated statements of irctoimthe year ended January 2, 2011 .

Accounts Receivable

Accounts receivable consist of the following (iotisands):

January 1, January 2,
2012 2011
Accounts receivable from product and service sales $ 175,22t $ 165,11
Other receivables 2,657 2,167
Total accounts receivable, gross 177,88: 167,28
Allowance for doubtful accounts (3,999 (1,68¢€)
Total accounts receivable, net $ 173,88t $ 165,59t

Inventory

Inventory, net, consists of the following (in thansls):
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January 1, January 2,
2012 2011
Raw materials $ 58,34( $ 54,76:
Work in process 53,41: 64,86
Finished goods 17,02¢ 22,58
Total inventory, net $ 128,78: § 142,21
Property and Equipment
Property and equipment, net consists of the folhgwin thousands):
January 1, January 2,
2012 2011
Leasehold improvements $ 63,40¢ $ 55,68:
Manufacturing and laboratory equipment 137,80! 114,10¢
Computer equipment and software 54,82¢ 41,50(
Furniture and fixtures 9,27¢ 6,732
Leased equipment 14,85« 15,47¢
Total property and equipment, gross 280,16! 233,49t
Accumulated depreciation (136,687) (103,627)
Total property and equipment, net $ 143,480 § 129,87-

Depreciation expense was $55.6 million , $34.2iamlland $24.5 million for the years ended Janua012 , January 2, 2011 , and January 3,
2010, respectively. Capital expenditures includecrued expenditures of $5.9 million , $1.8 millicend $2.3 million in the years ended January 1,
2012, January 2, 2011, and January 3, 2010 ectsply. These amounts have been excluded fror@tmesolidated Statements of Cash Flows for the

respective periods as they represent non-cashtingesctivities.
Accrued Liabilities

Accrued liabilities consist of the following (indhsands):

January 1, January 2,
2012 2011

Deferred revenue, current portion $ 5257 $ 45,86
Accrued compensation expenses 52,03¢ 49,36¢
Accrued taxes payable 19,33¢ 13,27
Customer deposits 17,95¢ 14,90(
Reserve for product warranties 11,96¢ 16,76:
Deferred rent, current portion 11,04 —
Accrued royalties 5,68 2,781
Facility exit obligation, current portion 4,40¢ —
Acquisition related contingent consideration lidil 2,33t 3,73¢
Other accrued expenses 10,43¢ 9,47¢

Total accrued liabilities $ 187,77 $ 156,16«
3. Restructuring Activities

During the fourth quarter of 2011 the Company impmated a cost reduction initiative that includedhkimrce reductions and the consolidatiol

certain facilities. In total, the Company notifiadproximately 200 employees of their
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involuntary termination.

In 2011, the Company recorded a pre-tax restrugjwharge of $8.1 million , primarily related toseeance pay and other employee separation
costs. A summary of the pre-tax charge and estihtatel costs associated with the initiative igal®ws (in thousands):

Employee Separation

costs Facilities Exit Costs Other Costs Total
Expense recorded in the year ended January 1, 2012 $ 768 $ — 3 45z $ 8,13¢
Cash paid during the year ended January 1, 2012 4,187 — 42¢ 4,61(
Amount recorded in accrued liabilities as of Jaguar2012 $ 3,49¢ $ —  $ 3¢ $ 3,52¢
Estimated total restructuring costs to be incurred $ 10,93 $ 1,600 $ 1,30: % 13,83t

It is expected that the accrued employee relatstdugturing charges will be substantially paid #ma restructuring project substantially
completed by the end of second quarter of 2012.

4, Acquisitions
Epicentre

On January 10, 2011 , the Company acquired Epieeatprovider of nucleic acid sample preparatiagesats and specialty enzymes used in
sequencing and microarray applications. Total asrsition for the acquisition was $71.4 million ,igthincluded $59.4 million in net cash payments
made at closing, $4.6 million in the fair valuecoitingent consideration settled in stock thaulsject to forfeiture if certain non-revenue based
milestones are not met, and $7.4 million in the ¥alue of contingent cash consideration of up16 fillion based on the achievement of certain
revenue based milestones by January 10, 2013 .

The Company estimated the fair value of contingémtk consideration based on the closing pricésafammon stock as of the acquisition date.
Approximately 229,008hares of common stock were issued to Epicentmelsblaers in connection with the acquisition, whéch subject to forfeitu
if certain non-revenue-based milestones are nat@re third of these shares issued with an assésisedlue of $4.6 million were determined to be
part of the purchase price. The remaining sharésavi assessed fair value of $10.1 million weremeined to be compensation for post-acquisition
service, the cost of which will be recognized astitmyent compensation expense over a period obgsyia research and development expense or
selling, general and administrative expense.

The Company estimated the fair value of contingash consideration using a probability weightedalisited cash flow approach, a Level 3
measurement based on unobservable inputs thatigpersed by little or no market activity and refléie Company's own assumptions in measuring
fair value. The Company used a discount rate of Rlfle assessment of the acquisition date fairevédr the contingent cash consideration. Future
changes in significant inputs such as the discoatetand estimated probabilities of milestone aarigents could have a significant effect on the fair
value of the contingent consideration.

The Company allocated $0.9 million of the total sideration to tangible assets, net of liabilitesd $26.9 million to identified intangible assets,
including additional developed technologies of 828illion , customer relationships of $1.1 millipand a trade name of $2.5 million , with weighted
average useful lives of approximately nine , thraad ten years, respectively. The Company recatuedxcess consideration of $43.6 million as
goodwill.

Prior Acquisitions

On April 30, 2010, the Company completed the adtjosof Helixis, a company developing a high-penfi@nce, loweost, real time PCR systt
used for nucleic acid analysis. Total considerattrthe acquisition at the closing date was apjmately $86.7 million , including $70.0 millicim ne
cash payments and $14.1 million for the fair vatifecontingent consideration payments that couldgeafrom $0 to $35 milliorbased on tt
achievement of certain revenbased milestones by December 31, 2011. Using irdttom available at the close of the acquisitiore @ompan
allocated approximately $2.3 million of the
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consideration to tangible assets, net of liabgitend approximately $28.0 millido identified intangible assets that will be anzetl over a useful Ii
of 10 years. The Company also recorded a $10.fomilleferred tax liability to reflect the tax impact thie identified intangible assets that will
generate tax deductible amortization expense arg8ahmilliondeferred tax asset which primarily relates to a@glinet operating loss carryforwa
The Company recorded the excess considerationpsbripnately $58.4 million as goodwill.

Prior to the acquisition, the Company had an equitgrest in Helixis with a cost basis of $2.0 oifl that was accounted for under the
method of accounting. The Company recognized a g&ifi2.9 million, which was included in other (expense) income, metits consolidate
statement of income as a result of revaluing then@any's equity interest in Helixis on the acquisitdate.

On July 28, 2010, the Company completed an acgnsiof another privatelyreld, development stage entity. Total considerafiom the
acquisition was $22.0 million . As a result of thiansaction, the Company recorded an in-proces=areh and development (IPR&D) asse$?1.
million in intangible assets. In determining the fair vadfighe IPR&D, various factors were considered hsag future revenue contributions, additic
research and development costs to be incurredcamiibutory asset charges. The fair value of #lR&D was calculated using an income apprc
and the rate used to discount net future cash ftowiiseir present values was based on a risk-ajusite of return of approximately 28%ignifican
factors considered in the calculation of the rdteeturn include the weighted average cost of ehpihe weighted average return on assets, thenad
rate of return, as well as the risks inherent endevelopment process for development-stage entifisimilar sizes.

In addition, the Company completed the acquisitiba development-stage company in 2008, and adoepdy the former shareholders of the
entity up to an additional $35.0 million in contémg cash consideration based on the achievemeet@in product-related and employment-related
milestones. In accordance with the applicable actiog guidance effective at that time, when thetibgency is resolved beyond a reasonable doubt
and the additional consideration is issued or besoissuable, the additional considerations areuented for as an additional element of the cost of
acquisition, resulting in additional IPR&D chargaghe periods presented. All employment-relatedtiogent compensation expense is recorded in
operating expense.

As of January 1, 2012 , the Company's remaininggnoilestone obligations related to these prior gequisitions consisted of potential
employment-related milestone payments of $1.4 amilli Contingent compensation expenses and IPR&Egebaas a result of acquisitions consist of
the following (in thousands):

Years Ended

January 1, January 2, January 3,
2012 2011 2010
Contingent compensation expense, included in rebeard development expense  $ 4,79¢ $ 3,67t $ 3,67¢
Contingent compensation expense, included in sglijeneral and administrative
expense 1,25¢ — —
Total contingent compensation expense $ 6,057 $ 3,67 $ 3,67¢
IPR&D, included in acquisition related (gain) expennet $ 542t % 1,328 § 11,32¢
5. Intangible Asset:

The Company'’s intangible assets, excluding goodwait comprised primarily of acquired core techgg|dicensed technology from a
settlement, IPR&D, license agreements, trade namtecustomer relationships. Amortization for thesmgible assets that have finite useful lives is
recorded on a straight-line basis over their udafat.

The following is a summary of the Company’s ideabfe intangible assets as of the respective balaheet dates (in thousands):
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January 1, 2012 January 2, 2011
Weighted Gross Weighted Gross
Average Carrying Accumulated Intangibles, Average Carrying Accumulated Intangibles,
Useful Life Amount Amortization Net Useful Life Amount Amortization Net
Finite-lived Intangible assets:
Licensed technology 8C $ 36000 $ (20,000 $  16,00( 8C $ 36000 $ (15849 $ 20,15
Core technology 9.7 74,80( (18,549 56,25¢ 10.C 51,50( (10,609 40,89¢
Customer relationships 3.C 1,98( (1,259 727 3.C 90C (900) —
License agreements 8.9 12,40 (2,605) 9,79¢ 8.9 10,65¢ (1,677) 8,971
Trade name 10.C 2,50( (245) 2,25k — — — —
Infinite-lived Intangible Asset:
In-process research &
development — 21,43¢ — 21,43¢ — 21,43¢ — 21,43¢
Total intangib|e assets, net $ 149,12: $ (42,647) $ 106,47! $ 120,49: $ (29,03() $ 91,46;

Additions to intangible assets in the current yaaara result of the Epicentre acquisition. Amotimaexpense associated with intangible assets
was $13.6 million for the year ended January 1220812.7 million of which related to acquired imgble assets. Amortization expense associated
with intangible assets was $7.8 million and $6.%Wiom for the years ended January 2, 2011 and Jsr8)2010 respectively.

The estimated annual amortization of intangiblets®r the next five years is shown in the follogiable (in thousands). Actual amortization
expense to be reported in future periods couledifom these estimates as a result of acquisitiimestitures, asset impairments, and other factor

2012 $ 14,24
2013 14,33
2014 13,54¢
2015 13,10:
2016 8,42¢
Thereafter 21,38:

Total $ 85,03}
6. Fair Value Measurement:

The following table presents the Company's faiugdtierarchy for assets and liability measurediatvialue on a recurring basis asJahuary 1
2012 and January 2, 2011 (in thousands):
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January 1, 2012 January 2, 2011
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total

Assets:
Money market funds (cash equivalent) $ 166,89t $ — % —  $ 166,89¢ $ 14882. $ — $ — $ 148,82
Debt securities in government sponsored entiti — 394,03¢ — 394,03¢ — 261,69° — 261,69
Corporate debt securities — 433,38: — 433,38. — 330,75¢ — 330,75¢
U.S. Treasury securities 59,16¢ — — 59,16¢ 52,881 — — 52,881
Deferred compensation plan assets — 10,80(C — 10,80( — 6,44¢ — 6,44¢
Total assets measured at fair value $ 226,066 $ 83822 $ — $ 1,064,228 $ 201,70¢ $ 598,90: $ — $ 800,61:
Liabilities:
Acquisition related contingent consideration

liability $ — 3 — 3 6,63¢ $ 6,63t $ — 3 — $ 3,73t $ 3,73¢
Deferred compensation liability — 8,97( — 8,97( — 5,272 — 5,272
Total liabilities measured at fair value $ — 3 897C % 6,63t $ 15,60¢ % — 3 527:  $ 373 $ 9,01(

The Company holds available-for-sale securities ¢basist of highly liquid, investment grade debtrities. The Company determines the fair
value of its debt security holdings based on pgdiom a service provider. The service provideuesalthe securities based on "consensus pricing,"
using market prices from a variety of industry-skam independent data providers. Such market pm@gsbe quoted prices in active markets for
identical assets (Level 1 inputs) or pricing deti@ed using inputs other than quoted prices thabhservable either directly or indirectly (Level 2
inputs), such as, yield curve, volatility factocsedit spreads, default rates, loss severity, atmearket and contractual prices for the underlying
instruments or debt, broker and dealer quotes efisaw other relevant economic measures. The Coynparfiorms certain procedures to corroborate
the fair value of its holdings, including comparipgces obtained from the service provider to [wiobtained from other reliable sources.

The Company's deferred compensation plan assessstpnimarily of mutual funds. See footnote "1#nfdoyee Benefit Plans" for additional
information about our deferred compensation plan.

At January 1, 2012 , the Company reassessed thealae of the contingent consideration settledash related to acquisitions using the income
approach. These fair value measurements are Lanela3urements. Significant assumptions used im#asurement include probabilities of achie
the remaining milestones and the discount rategshadepends on the milestone risk profiles. Duehianges in the estimated probabilities to achieve
the relevant milestones and a shorter discountmigpg@, the fair value of the contingent considematiabilities changed, resulting in a gain of $4.5
million recorded in acquisition related (gain) expe, net, in the consolidated statements of inadumieg the year ended January 1, 2012 ,
respectively.

Changes in estimated fair value of contingent a®rsition liabilities from January 3, 2010 througinJary 1, 2012 are as follows (in thousands):

Contingent
Consideration
Liability
(Level 3 Measurement)

Balance as of January 3, 2010 $ =
Acquisition of Helixis 14,11«
Gain recorded in acquisition related (gain) expensé (20,37¢)
Balance as of January 2, 2011 $ 3,73¢
Acquisition of Epicentre 7,40(
Gain recorded in acquisition related (gain) expensé (4,500
Balance as of January 1, 2012 $ 6,63t
7. Warranties
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The Company generally provides a one-year warrantyistruments. Additionally, the Company providesarranty on its consumables through
the expiration date, which generally ranges frontaitwelve months after the manufacture datethattime revenue is recognized, the Company
establishes an accrual for estimated warranty esgsebased on historical experience as well asigetie product performance. The Company
periodically reviews the adequacy of our warraeserve, and adjusts, if necessary, the warrangeptage and accrual based on actual experienc
estimated costs to be incurred. Warranty expensz@ded as a component of cost of product revdasténated warranty expenses associated with
extended maintenance contracts for systems aredextas a cost of service and other revenue ag@ttu

Changes in the Company’s reserve for product waesfrom December 28, 2008 through January 1, 20&2s follows (in thousands):

Balance as of December 28, 2008 $ 8,20:
Additions charged to cost of revenue 14,61:
Repairs and replacements (12,60:)
Balance as of January 3, 2010 10,21
Additions charged to cost of revenue 25,14¢
Repairs and replacements (18,600
Balance as of January 2, 2011 16,76:
Additions charged to cost of revenue 17,91:
Repairs and replacements (22,709
Balance as of January 1, 2012 $ 11,96¢
8. Convertible Senior Note:

0.25% Convertible Senior Notes due 2016

In March 2011, the Company issued $800 million aggte principal amount of 0.25% convertible senmtes due 2016 (the 2016 Notes) in an
offering conducted in accordance with Rule 144Aamte Securities Act of 1933, as amended. The Riités were issued at 98.25% of par value.
Debt issuance costs of approximately $0.4 milliamprily comprised legal, accounting, and otherf@ssional fees, the majority of which were
recorded in other noncurrent assets and are beiogtized to interest expense over the five-yeantef the 2016 Notes. The Company issued an
additional $120 million aggregate principal amoah2016 Notes in April 2011. The net proceeds fithminitial issuance and subsequent issuance,
after deducting the initial purchasers' discount e estimated offering expenses payable by thepaay, were $785.6 million and $117.9 million ,
respectively.

The 2016 Notes will be convertible into cash, skarfecommon stock, or a combination of cash andeshaf common stock, at the Company's
election, based on an initial conversion rate, etttfio adjustment, of 11.9687 shares per $1,00@ipal amount of the 2016 Notes (which represents
an initial conversion price of approximately $83:6per share), only in the following circumstaneesl to the following extent: (1) during the five
business-day period after any 10 consecutive tgadity period (the “measurement period”) in which ttading price per 2016 Note for each day of
such measurement period was less than 98% of tliigir of the last reported sale price of the Comjsacommon stock and the conversion rate on
each such day; (2) during any calendar quarter ¢ahdduring that quarter) after the calendar cpraghding March 31, 2011, if the last reported sale
price of the Company's common stock for 20 or nixding days in the period of 30 consecutive trgaiays ending on the last trading day of the
immediately preceding calendar quarter exceeds 1#0¥%e applicable conversion price in effect oa last trading day of the immediately preceding
calendar quarter; (3) upon the occurrence of sigecdvents described in the indenture for the 204&s; and (4) at any time on or after December 15,
2015 through the second scheduled trading day inatedy preceding the maturity date.

As noted in the indenture for the 2016 Notes, thes Company's intent and policy to settle coneaisithrough combination settlement, which
essentially involves repayment of an amount of eaghal to the “principal portion” and delivery tiet “share amount” in excess of the conversion
value over the principal portion in shares of commstock. In general, for each $1,000 in princifiz, “principal portion” of cash upon settlement is
defined as the lesser of $1,000 , and the conversitue during the 20-day observation period asriteed in the indenture for the 2016 Notes. The
conversion value
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is the sum of the daily conversion value whictis product of the effective conversion rate divibgd0 days and the daily volume weighted average
price (“WVWAP") of the Company's common stock. Ttehare amount” is the cumulative “daily share ambdating the observation period, which is
calculated by dividing the daily VWAP into the difence between the daily conversion value (i.eyersion rate x daily VWAP) and $1,000 .

The Company pays 0.25% interest per annum on theipal amount of the 2016 Notes, payable semialhnimarrears in cash on March 15 and
September 15 of each year, which began on SeptelBb@011 . The Company made an interest paymesit.afmillionin September 2011. The 20
Notes mature oMarch 15, 2016 . If a designated event, as definelde indenture for the 2016 Notes, such as aitguismerger, or liquidation,
occurs prior to the maturity date, subject to é¢erdianitations, holders of the 2016 Notes may reguihe Company to repurchase all or a portion eif
2016 Notes for cash at a repurchase price equ#aéo of the principal amount of the 2016 Notesdadpurchased, plus any accrued and unpaid
interest to, but excluding, the repurchase date.

The Company accounts separately for the liabilityf equity components of the 2016 Notes in accomavith authoritative guidance for
convertible debt instruments that may be settlezhsh upon conversion. The guidance requires ttigirg amount of the liability component to be
estimated by measuring the fair value of a sinitdility that does not have an associated congar@ature. Because the Company has no outsta
non-convertible public debt, the Company determithed senior, unsecured corporate bonds tradelleomarket represent a similar liability to the
convertible senior notes without the conversioriaptBased on market data available for publichded, senior, unsecured corporate bonds issued by
companies in the same industry and with similarumiigt, the Company estimated the implied interagt of its 2016 Notes to be 4.5% , assuming no
conversion option. Assumptions used in the estimegeesent what market participants would use itimg the liability component, including market
interest rates, credit standing, and yield cura#sf which are defined as Level 2 observable taptlihe estimated implied interest rate was appbed
the 2016 Notes, which resulted in a fair valuehef liability component of $748.5 million upon issee, calculated as the present value of implied
future payments based on the $920.0 million aggesg@ncipal amount. The $155.4 million differertmetween the cash proceeds of $903.9 million
and the estimated fair value of the liability compot was recorded in additional paid-in capitah&s2016 Notes are not considered currently
redeemable at the balance sheet date.

If the 2016 Notes were converted as of Januar®122 the if-converted value would not exceed thiegipal amount. As a policy election under
applicable guidance related to the calculationiloteld net income per share, the Company electeddmbination settlement method as its stated
settlement policy and applied the treasury stocthoetin the calculation of dilutive impact of the1® Notes, which was anti-dilutive for the year
ended January 1, 2012 .

The Company used $314.3 million of the net proceegmirchase 4,890,500 shares of its common stopkivately negotiated transactions
concurrently with the issuance. The Company alsadl g&rt of the net proceeds for the extinguishro€8849.9 million principal amount of its
outstanding 0.625% convertible senior notes due 2@bn conversions during the year ended Janu&91D, .

0.625% Convertible Senior Notes due 2014

In February 2007, the Company issued $400.0 millioncipal amount of 0.625% convertible senior sadee 2014 (the 2014 Notes). The
Company pays 0.625% interest per annum on theipehamount of the 2014 Notes, payable semi-anpilarrears in cash on February 15 and
August 15 of each year. The Company made an irtteagsnent of $1.2 million in February 201Interest payment in August 2011 was immaterig
to conversions prior to the payment date. The 20d#s mature on February 15, 2014 .

The Company entered into hedge transactions ccemlywith the issuance of the 2014 Notes undectvitie Company is entitled to purchase
up to approximately 18,322,000 shares of the Corylpaommon stock at a strike price of approxima$2l§.83 per share, subject to adjustment. The
convertible note hedge transactions had the effetducing dilution to the Company's stockholdgeen conversion of the 2014 Notes. Also
concurrently with the issuance of the 2014 Notes,Gompany sold to the hedge counterparties ware@rcisable, on a cashless basis, for up to
approximately 18,322,000 shares of the Companyfsmaan stock at a strike price of $31.435 per sharkject to adjustment. The proceeds from these
warrants partially offset the cost to the Compahthe convertible note hedge transactions.

The 2014 Notes became convertible into cash anegstud the Company's common stock in various grésiods and were convertible through,
and including, December 31, 2011. As of JanuaB012, the conditions to permit conversion wereor@eér satisfied and, as a result, the 2014 Notes
were classified in long-term liabilities. Duringetlyear ended January 1,
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2012, the principal amount of all 2014 Notes coteetwas repaid with cash and the excess of theersion value over the principal amount was paid
in shares of common stock. The equity dilution H&sg from the issuance of common stock relatetheéoconversion of the 2014 Notes was offset by
repurchase of the same amount of shares undeotivertible note hedge transactions, which wereraatizally exercised in accordance with their
terms at the time of each such conversion. Thenbalaf the convertible note hedge transactions retpect to approximately $40.1 million principal
amount of the 2014 Notes (which are convertible i to 1,837,958 shares of the Company's comnoak)stemained in place as of January 1, 2012.
The warrants were not affected by the early corerssof the 2014 Notes and, as a result, warransring up to approximately 18,322,000 shares of
common stock remained outstanding as of Janua&29102.

As a result of the conversions during the year dnildsuary 1, 2012 , the Company recorded lossestorguishment of debt calculated as the
difference between the estimated fair value ofdilet and the carrying value of the notes as ofétgement dates. To measure the fair value of the
converted notes as of the settlement dates, tHeabple interest rates were estimated using Levadservable inputs and applied to the convertees
using the same methodology as in the issuancevdhtation. If the 2014 Notes were converted asaatidry 1, 2012 , the if-converted value would
exceed the principal amount by $15.9 million .

The following table summarizes information abowt tonversions of the 2014 Notes during the yeae@ddnuary 1, 2012 (in thousands, except
percentages):

January 1,
2012
Cash paid for principal of notes converted $ 349,87:
Conversion value over principal amount paid in skaf common stock $ 727,61t
Number of shares of common stock issued upon csiorer 10,73:
Loss on extinguishment of debt $ 37,61:
Effective interest rates used to measure fair vafumnverted notes upon conversion 3.5% -4.3%

The following table summarizes information abow #yuity and liability components of the 2014 a6d®Notes (dollars in thousands). The fair
values of the respective notes outstanding weresaned based on quoted market prices.

January 1, 2012 January 2, 2011

0.25% Convertible 0.625% Convertible 0.625% Convertible
Senior Notes due 2016  Senior Notes due 2014 Senior Notes due 2014

Principal amount of convertible notes outstanding $ 920,000 $ 40,128 % 389,99¢
Unamortized discount of liability component (147,039 (5,729 (78,390
Net carrying amount of liability component 772,96¢ 34,40: 311,60¢
Less: current portion — — (311,609
Long-term debt $ 772,96t $ 34,400 $ —
Conversion option subject to cash settlement $ — $ 572: % 78,39(
Carrying value of equity component, net of issuatwss $ 155,36¢ % 114,038 $ 71,19¢
Fair value of outstanding notes $ 725,63: $ 60,12: $ 1,157,45!
Remaining amortization period of discount on tladility component 4.2 year 2.1 year 3.1 year
Effective interest rate of liability component 4.5% 8.2% 8.2%
Contractual coupon interest expense $ 1871 $ 414  $ 2,39(
Accretion of discount on the liability component $ 2450: % 7,671 % 21,407
9. Commitments

Operating Leases
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The Company leases office and manufacturing fasliinder various noncancellable operating leaseatents. Facility leases generally
provide for periodic rent increases, and many dorgacalation clauses and renewal options. Celgases require the Company to pay property taxes
and routine maintenance. The Company is headqadrierSan Diego, California and leases facilitteSan Diego, California; Hayward, California;
Branford, Connecticut; Madison, Wisconsin; the ©diKingdom; the Netherlands; Japan; Singapore;rAlist Brazil; and China.

Annual future minimum payments under these opagdéases as of January 1, 2012 were as followthdimsands):

2012 $ 16,33¢
2013 22,59¢
2014 21,35
2015 20,35t
2016 20,85:
Thereafter 385,77!

Total $ 487,26°

Rent expense was $17.4 million , $14.7 million d &13.6 million for the years ended January 1, 20J&nuary 2, 2011 , and January 3, 2010
respectively.

In 2010, the Company entered into the lease agnetefmeits current corporate headquarters faclbgated in San Diego, California. The lease
commenced on November 1, 2011 and has an initial & 20 years with four five-year options to exdefihere is a one-time option to terminate the
lease after 15 years in exchange for an early textioin fee. The lease includes two existing offiaéddings and a central plant building with
approximately 346,600 square feet. The Companwalsasagreed to lease a third office building tdbét at this facility containing approximately
123,400 rentable square feet. The Company hasgtieto further expand the premises and lease ongoce of three additional office buildings that
may be built at this facility. Total minimum leagayments during the initial term of the lease igeted to be $355.9 million , excluding further
expansion beyond the third building, and takingansideration of tenant improvement allowanceditma&21.9 million . The Company capitalizes
the leasehold improvements and amortizes themtbeeshorter of the lease term or their expectetulbke. The leasehold improvement allowances
reduce rent expense over the initial lease term.

Lease commitments of $100.0 million related tolézese for the Company’s former headquarters aceiattuded in the table above. Upon
vacating certain buildings of its former headquarta late 2011, the Company recorded a ceasesasef $23.6 million and a corresponding facility
exit obligation of $25.0 million , as the Compasyfiurther obligated for certain ongoing operatingts prior to any sublease that may be obtained.

The facility exit obligation as of January 1, 2042s follows (in thousands):

January 1,
2012
Facility exit obligation, current portion $ 4,40¢
Facility exit obligation, non-current 20,64:
Total facility exit obligation $ 25,04¢

10. Share-based Compensation Expen:

Total share-based compensation expense for ak stwards consists of the following (in thousands):
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Cost of product revenue

Cost of service and other revenue

Research and development

Selling, general and administrative
Share-based compensation expense before taxes

Related income tax benefits

Share-based compensation expense, net of taxes

Years Ended

January 1, January 2, January 3,
2012 2011 2010

$ 6,951 5,37¢ 4,77¢€
69¢ 47C 514

32,10¢ 25,42¢ 19,96(

52,34 40,36¢ 35,56!

92,09: 71,64¢ 60,81

(32,16¢) (25,23) (20,122

$ 59,92« 46,41+ 40,69(

The assumptions used for the specified reportimp@e and the resulting estimates of weighted-ayefair value per share of options granted
and for stock purchased under the ESPP during teseds are as follows:

Stock options granted:
Risk-free interest rate
Expected volatility
Expected term
Expected dividends

Stock purchased under the ESPP:

Risk-free interest rate
Expected volatility
Expected term
Expected dividends

Years Ended

January 1, January 2, January 3,
2012 2011 2010

0.85 -2.23% 2.05-2.73% 1.69 -1.97%
41 -53% 46 -48% 55 -58%
4.7 -5.5 year 6.0 year 5.2 year
0.16 -0.30% 0.17 -0.48% 0.28 -2.90%
43 -48% 46 -48% 48 -58%
0.5-1.0 year 0.5-1.0 year 0.5-1.0 year

As of January 1, 2012 , approximately $158.9 millaf total unrecognized compensation cost reladexddck options, restricted stock units, and
ESPP shares issued to date is expected to be iredgiver a weighted-average period of approxinpe2et years.

11. Stockholders’ Equity

Common Stock

On January 1, 2012 and January 2, 2011 , the Compach 122,041,000 and 126,607,000 shares of constock outstanding, respectively,

excluding treasury shares.

Stock Options

On January 1, 2012 , the Company had three adtiek plans: the 2005 Stock and Incentive Plan 20@5 Stock Plan), the 2005 Solexa Equity
Incentive Plan (the 2005 Solexa Equity Plan), éredNew Hire Stock and Incentive Plan. As of Janda3012 , options to purchase 5,220,000 shares
remained available for future grant under the 28@ik Plan and 2005 Solexa Equity Plan. There isaamumber of shares reserved for issuance

under the New Hire Stock and Incentive Plan.

Stock options granted at the time of hire primaviégt over a four or five -year period, with 20%28f%6 of options vesting on the first annivers
of the grant date and the remaining options vestingthly over the remaining vesting period. Stopkians granted subsequent to hiring primarily »
monthly over a four or five -year period. Each grafhoptions has a maximum term of ten years, meastiom the applicable grant date, subject to
earlier termination if the optionee's service withceases. Vesting in all cases is subject tontfigidual's continued service to us through thdings
date. The Company satisfies option exercises tlrdig issuance of new shares.
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The Company's stock option activity under all stopkion plans from December 28, 2008 through Janiia2012 is as follows:

Weighted
Average
Weighted- Grant-Date
Average Fair Value
Options (in thousands’ Exercise Price per Share
Outstanding at December 28, 2008 18,13: $ 16.2¢
Granted 1,56( 28.8¢ 3 14.7¢
Exercised (2,96¢€) 10.5¢
Cancelled (639) 14.8¢
Outstanding at January 3, 2010 16,08¢ 18.5¢
Granted 2,04t 39.11 18.82
Exercised (5,547) 16.6¢
Cancelled (711) 21.7¢
Outstanding at January 2, 2011 11,88: 22.8¢
Granted 1,39¢ 64.9¢ $ 27.47
Exercised (2,784 17.9¢
Cancelled (119) 33.4¢
Outstanding at January 1, 2012 10,37¢ 29.6¢

At January 1, 2012 , outstanding options to puret¥a$26,000 shares were exercisable with a welghterage per share exercise price of
$23.58 . The weighted average remaining life ofanst outstanding and exercisable is 6.1 yearsahd/ears, respectively, as of January 1, 2012 .

The aggregate intrinsic value of options outstag@nd options exercisable as of January 1, 2012%@&8 million and $71.2 million ,
respectively. Aggregate intrinsic value represémesdifference between the Company's closing spoicle per share on the last trading day of thefisc
period, which was $30.48 as of December 30, 2@ the exercise price multiplied by the numbesgifons outstanding. Total intrinsic value of
options exercised was $136.5 million , $156.9 willi and $73.4 million for the years ended Jant@a®012 , January 2, 2011 , and January 3, 2010 ,
respectively. Total fair value of options vestedsw49.5 million , $47.3 million , and $52.2 millidor the years ended January 1, 2012 , January 2,
2011, and January 3, 2010 , respectively.

Employee Stock Purchase Plan

A total of 15,467,000 shares of the Company's comsiock have been reserved for issuance und20®3 Employee Stock Purchase Plan, or
ESPP. The ESPP permits eligible employees to psecbammon stock at a discount, but only throughigdegeductions, during defined offering
periods. The price at which stock is purchased utideESPP is equal to 85% of the fair market valude common stock on the first or last day of
the offering period, whichever is lower. The inlitidfering period commenced in July 2000 .

The ESPP provides for annual increases of shaekahble for issuance by the lesser of 3% of the lmemof outstanding shares of the Company's
common stock on the last day of the immediatelggdéng fiscal year, 3,000,000 shares or suchidesseunt as determined by the Company's board
of directors. Shares totaling 328,000 , 373,00, 260,000 were issued under the ESPP during #s yaded January 1, 2012 , January 2, 2011, an
January 3, 2010 , respectively. The weighted awesafpscription date fair values of shares undeE®RP during the same periods were $20.08 ,
$11.10, and $9.24 , respectively. As of JanuaB012 and January 2, 2011 , there were 15,734gb@0es and 16,062,000 shares available for
issuance under the ESPP, respectively.

Restricted Stock Units

The Company grants restricted stock units (RSUsyant to its 2005 Stock and Incentive Plan asgfdts periodic employee equity
compensation review program. RSUs are share avlatisupon vesting, will deliver to the holder ssof
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the Company's common stock. For grants to new piiies to July 2011, RSUs generally vest 15% onfitts¢ anniversary of the grant date, 2@¥the
second anniversary of the grant date, 30% on ihe: @imniversary of the grant date, and 35% on ¢leth anniversary of the grant date. For grants to
new hires subsequent to July 2011, RSUs generadiiyover a four-year period with equal vesting oniersaries of the grant date. For grants to
existing employees, RSUs generally vest over ayear period with 15% vesting on the first anniaeysof the grant date, 20% vesting on the second
anniversary of the grant date, 30% vesting ontiird anniversary of the grant date, and 35% vesim¢he fourth anniversary of the grant date. The
Company satisfies RSU vesting through the issuahoew shares.

A summary of the Company's RSU activity and relatéormation from December 28, 2008 through Jandar3012 is as follows:

Restricted Weighted Average

Stock Units (in Grant-Date Fair

thousands)® Value per Share
Outstanding at December 28, 2008 1,57¢ % 32.6¢
Awarded 1,29: 32.2¢
Vested (24¢€) 32.3¢
Cancelled (117 33.1¢
Outstanding at January 3, 2010 2,50¢ 32.4¢
Awarded 1,35¢ 50.7¢
Vested (510 32.1(
Cancelled (24%) 33.3¢
Outstanding at January 2, 2011 3,10¢ 40.3¢
Awarded 1,55( 42.0z2
Vested (827) 36.47
Cancelled (356) 42.1¢
Outstanding at January 1, 2012 347¢ § 41.8

(1) Each RSU represents the fair market value of oaeesbf common stoc

Based on the closing price per share of the Conipaoynmon stock of $30.48 and $63.34 on Decemhe2(®0 and December 31, 2010 ,
respectively, the total pretax intrinsic value bfoatstanding RSUs as of January 1, 2012 and Jarj@2011 was $145.5 million and $125.6 million ,
respectively. Total fair value of RSUs vested wag.3 million , $16.4 million , and $8.0 million fohe years ended January 1, 2012 , January 2,,2011
and January 3, 2010 , respectively.

Warrants

During the year ended January 1, 2012 , the remmiwarrants assumed by the Company in a prior aitui to purchase approximated®5,00(
shares of the Company's common stock were exergisgalting in cash proceeds to the Company of@apprately $5.5 million . As of January 1,
2012 , warrants exercisable, on a cashless basigpfto approximately 18,322,000 shares of comstock were outstanding with an exercise price of
$31.435 . These warrants were sold to countergadiéhe Company's convertible note hedge tramsectn connection with the offering of the
Company's 2014 Notes, with the proceeds of suchawes used by the Company to partially offset th&t of such hedging transactions. All
outstanding warrants expire in equal installmentsng) the 40 consecutive scheduled trading daysmbety on May 16, 2014.

Share Repurchases

In August 2011, the Company's board of directotha@nized a $100 million discretionary repurchasegpam. During the year ended January 1,
2012 , the Company utilized the authorized amaouiitsientirety and repurchased approximately 183 shares under this program.

Concurrently with the issuance of the Company'$2@ates in March 2011, 4,890,500 shares were répsed for
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$314.3 million .

In July 2010, the Company's board of directors anitled a $200 million stock repurchase programhwt00 million allocated to repurchasing
Company common stock under a 10b5-1 plan overradrh period and $100 million allocated to repusthg Company common stock at
management's discretion during open trading wind®@wsing the year ended January 1, 2012 , the Caynpegpurchased approximately 2,438,000
shares for $156.0 million . The authorized repusehamount had been utilized completely as of Jara&2012 .

In November 2009, upon the completion of the $75illlon repurchase program authorized by the Company'sllwfatirectors in July 2009, o
board of directors authorized an additional $10filllon stock repurchase program. In fiscal 200@& €ompany repurchased a total of 6.1 million
shares for $175.1 million , under both programspen-market transactions or through privately niageed transactions in compliance with Rule 10b-
18 under the Securities Exchange Act of 1934. pragram expired at the end of 2009.

Stockholder Rights Plan

On May 3, 2001, the board of directors of the Conypdeclared a dividend of one preferred share maehight (a Right) for each outstanding
share of common stock of the Company. The divideas payable on May 14, 2001 to the stockholdersaird on that date. Each Right entitles the
registered holder to purchase from the Companyuoiteconsisting of one thousandth of a share dbésges A Junior Participating Preferred Stock at a
price of $100 per unit. The Rights will be exerbigaif a person or group hereafter acquires beiafievnership of 15% or more of the outstanding
common stock of the Company or announces an aifet5% or more of the outstanding common stoc&.pe&rson or group acquires 15% or more of
the outstanding common stock of the Company, eaght Riill entitle its holder to purchase, at theemise price of the Right, a number of shares of
common stock having a market value of two timesetkercise price of the Right. If the Company isuaeef in a merger or other business combination
transaction after a person acquires 15% or moteeo€ompany’s common stock, each Right will enttdeholder to purchase, at the Right's then-
current exercise price, a number of common shdrdseacquiring company which at the time of suamsaction have a market value of two times the
exercise price of the Right. The board of directeittbe entitled to redeem the Rights at a prit€@01 per Right at any time before any such perso
acquires beneficial ownership of 15% or more ofdhtstanding common stock. The Rights expired oy 143 2011.

On January 25, 2012, the board of directors ofdbmpany declared a dividend of one preferred sharehase right (a Right) for each
outstanding share of common stock of the CompaaghRight entitles the registered holder to puretiemn the Company one one-thousandth of a
share of Series A Junior Participating PreferrextiSof the Company, par value $0.01 per shareRthéerred Shares), at a price of $275.00 per one
one thousandth of a Preferred Share, subject tsgnt. The Rights will not be exercisable untdtstime, if ever, that the board of directors
determines to eliminate its deferral of the datevbich separate Rights certificates are issuedlamdRights trade separately from the Company's
common stock (the Distribution Date). If a persommup acquires 15% or more of the outstandingrmomstock of the Company, each Right will
entitle its holder to purchase, at the exerciseepoif the Right, a number of shares of common shaskng a market value of two times the exercise
price of the Right. If the Company is acquired imarger or other business combination transacfimn a person acquires 15% or more of the
Company’s common stock, each Right will entitlehitdder to purchase, at the Right’s then-curreet@ge price, a number of common shares of the
acquiring company which at the time of such tratisachave a market value of two times the exerpigee of the Right. The board of directors will be
entitled to redeem the Rights at a price of $08€1Right at any time before the Distribution Dathe board of directors will also be entitled to
exchange the Rights at an exchange ratio per Rigiie share of common stock after any person eegjbeneficial ownership of 15% or more of the
outstanding common stock of the Company, and poithe acquisition of 50% or more of the outstagdiommon stock of the Company. The Rights
will expire on January 26, 2017.

12. Legal Proceeding

The Company is involved in various lawsuits andnetaarising in the ordinary course of businesduiiog actions with respect to intellectual
property, employment, and contractual mattersoimection with these matters, the Company assesséisgencies to determine the degree of
probability and range of possible loss for potdra@rual in its financial statements. An estimdtess contingency is accrued in the financial
statements if it is probable that a liability hash incurred and the amount of the loss can bemeaaty estimated. Because litigation is inherently
unpredictable and unfavorable resolutions couldinpa@ssessing contingencies is highly subjectieraquires judgments about future events. The
Company regularly

71




Table of Contents

reviews contingencies to determine the adequadiyeoficcruals and related disclosures. The amouuitiofate loss may differ from these estimates.
Because of the uncertainties related to the ocooereamount, and range of loss on any pendingditig or claim, management is currently unable to
predict their ultimate outcome, to determine whethBability has been incurred, or to make a megfil estimate of the reasonably possible loss or
range of loss that could result from an unfavorabitcome. The Company believes, however, thatigihdity, if any, resulting from the aggregate
amount of losses for any outstanding litigatiortlaim will not have a material adverse effect om @ompany’s consolidated financial position,
liquidity, or results of operations.

13. Income Taxe:

The income (loss) before income taxes summarizegdipn is as follows (in thousands):

Years Ended

January 1, January 2, January 3,
2012 2011 2010
United States $ (7,100 $ 109,06¢ $ 65,08:
Foreign 140,14! 76,31 49,04«
Total income before income taxes $ 133,04: $ 185,37¢ $ 114,12¢

The provision for income taxes consists of theofwlhg (in thousands):

Years Ended

January 1, January 2, January 3,
2012 2011 2010

Current:

Federal $ 43,16. % 39,47¢ 3 43,56¢

State 3,95¢ 8,607 2,511

Foreign 24,15¢ 6,33( 6,204
Total current provision 71,27: 54,41 52,28(
Deferred:

Federal (22,73%) 6,557 (14,607

State (8,050 (6,809 5,18¢

Foreign 5,93: 6,32¢ (2,019
Total deferred provision (benefit) (24,85¢) 6,07t (10,43¢)
Total tax provision $ 46,417 $ 60,48¢ $ 41,84«

The provision for income taxes reconciles to th@amt computed by applying the federal statutorg tatincome before taxes as follows (in
thousands):
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Years Ended

January 1, January 2, January 3,
2012 2011 2010

Tax at federal statutory rate $ 46,56¢ $ 64,88. $ 39,94«
State, net of federal benefit (49 6,231 4,27¢
Research and other credits (6,779 (5,859) (4,050
Acquired in-process research & development 1,98¢ 517 4,38¢
Change in valuation allowance (68¢) (9,497 (1,967)
Permanent differences 1,66¢ 1,397 2,09¢
Change in fair value of contingent consideration (1,317 (3,637) —
Impact of foreign operations 5,57¢ 7,59 (5,400
Other (56%) (1,147 2,56:

Total tax provision $ 46,417 $ 60,48t $ 41,84«

Significant components of the Company'’s deferredaigsets and liabilities are as follows (in thowsan

January 1, January 2,
2012 2011
Deferred tax assets:
Net operating losses $ 4981 $ 11,89¢
Tax credits 16,64 18,32¢
Other accruals and reserves 22,41 17,61¢
Stock compensation 33,81 23,82¢
Inventory adjustments 16,46¢ 5,57
Impairment of cost-method investment 4,97: 5,05¢
Other amortization 4,521 4,89:
Other 8,861 3,58¢
Total gross deferred tax assets 112,67 90,78¢
Valuation allowance on deferred tax assets (1,799 (4,98¢)
Total deferred tax assets 110,87 85,79¢
Deferred tax liabilities:
Purchased intangible amortization (29,760 (22,605
Convertible debt (49,409 (3,19))
Other (12,329 (7,137)
Total deferred tax liabilities (81,48¢) (32,939
Net deferred tax assets $ 29,38t $ 52,86t

A valuation allowance is established when it is enldeely than not the future realization of allsme of the deferred tax assets will not be
achieved. The evaluation of the need for a valaaitwance is performed on a jurisdiction-by-jdicdion basis, and includes a review of all avdéab
positive and negative evidence. During the yeaednlinuary 1, 2012 , the valuation allowance dseceby $3.2 million primarily due to the
dissolution of a dormant foreign subsidiary thasViaalized during the fourth quarter. Based onatailable evidence as of January 1, 2012 , the
Company was not able to conclude it is more likeBn not certain U.S. and foreign deferred taxtassiél be realized. Therefore, the Company
recorded a valuation allowance of $1.8 million agacertain U.S. deferred tax assets.

As of January 1, 2012 , the Company had net oper&iiss carryforwards for federal and state taypses of $25.2 million and $162.0 million ,
respectively, which begin to expire in 2020 and20#&spectively, unless utilized prior. In addititime Company also had U.S. federal and state
research and development tax credit carryforwaf@id.0 million and $34.3 million , respectivelyhigh begin to expire in 2028 and 2019,
respectively, unless utilized prior.
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Pursuant to Section 382 and 383 of the InternakRe& Code, utilization of the Company’s net opagakbss and credits may be subject to
annual limitations in the event of any signific&uture changes in its ownership structure. Theseianimitations may result in the expiration ot ne
operating losses and credits prior to utilizatibhe deferred tax assets as of January 1, 2012=ad any previous limitations due to Section 384 a
383.

The Company recognizes excess tax benefits assdaidth share-based compensation to stockholdgtstyeonly when realized. When
assessing whether excess tax benefits relatingai@ ased compensation have been realized, the&gnfiollows the with-and-without approach
excluding any indirect effects of the excess tadut#ions. Under this approach, excess tax benefited to sharbased compensation are not dee!
to be realized until after the utilization of ather tax benefits available to the Company. Duthgyear ended January 1, 2012 , the Company eealiz
$43.1 million of such excess tax benefits, and atingly recorded a corresponding credit to adddiqueid in capital. As of January 1, 2012 , the
Company has $12.8 million of unrealized excesdtnefits associated with share-based compensatiase tax benefits will be accounted for as a
credit to additional paid-in capital, if and whezalized, rather than a reduction of the provismmiricome taxes.

The Companys manufacturing operations in Singapore operatemvarious tax holidays and incentives that begiexpire in 2018. For the ye
ended January 1, 2012 , these tax holidays andtimes resulted in an approximate $4.4 million @ase to the provision for income taxes and an
increase to net income per diluted share of $0.03 .

It is the Company's intention to indefinitely re@st all current and future foreign earnings in otdeensure sufficient working capital and
expand existing operations outside the United Staecordingly, residual U.S. income taxes havehsean provided on $102.8 milliaf undistribute:
earnings of foreign subsidiaries as of January0122In the event the Company was required to regatfiands from outside of the United States, ¢
repatriation would be subject to local laws, custpend tax consequences.

The following table summarizes the gross amouth@fCompany’s uncertain tax positions (in thousgnds

January 1, January 2, January 3,
2012 2011 2010
Balance at beginning of year $ 22,72¢ $ 11,76C $ 9,40z
Increases related to prior year tax positions 87t 5,06¢ —
Decreases related to prior year tax positions (382) — —
Increases related to current year tax positions 5,174 5,90 2,35¢
Balance at end of year $ 28,39¢ $ 22,72¢ $ 11,76(

Included in the balance of uncertain tax positias®f January 1, 2012, and January 2, 2011 ard $#8ion and $18.3 million , respectively, of
net unrecognized tax benefits that, if recognizealjld reduce the Company's effective income taa irmfuture periods.

The Company does not expect its uncertain taxipasito change significantly over the next 12 mentAny interest and penalties related to
uncertain tax positions are reflected in incomeesgense. During 2011, the Company recognized esgsenf $1.1 million related to potential interest
and penalties on uncertain tax positions. A miniarabunt was recognized in 2010 for potential irdea@d penalties on uncertain tax positions. The

Company recorded a liability for potential interastd penalties of $1.2 million as of January 1,28dd the liability was minimal as of January 2,
2011. Tax years 1997 to 2011 remain subject tadutamination by the major tax jurisdictions inigththe Company is subject to tax.

14. Employee Benefit Plan
Retirement Plan
The Company has a 401(k) savings plan coveringtantially all of its employees. Company contribugdo the plan are discretionary. During
the years ended January 1, 2012 , January 2, Zdid January 3, 2010 , the Company made matchimgilwations of $5.3 million , $4.2 million , and
$3.3 million , respectively.

Deferred Compensation Plan
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The Company adopted the Illumina, Inc. Deferred @ensation Plan (the Plan) that became effectivealsri, 2008. Eligible participants,
which include the Company’s senior level employaed members of the board of directors, can cort&ibp to 80% of their base salary and 100% of
all other forms of compensation into the Plan,udahg bonus, equity awards, commission, and dirdetes. The Company has agreed to credit the
participants’ contributions with earnings that eefl the performance of certain independent investifugds. On a discretionary basis, the Company
may also make employer contributions to particigggttounts in any amount determined by the CompHEmy vesting schedules of employer
contributions are at the sole discretion of the @ensation Committee. However, all employer contidns shall become 100% vested upon the
occurrence of the participant’s disability, deathietirement or a change in control of the Compdame benefits under this plan are unsecured.
Participants are generally eligible to receive paghof their vested benefit at the end of theicteld deferral period or after termination of their
employment with the Company for any reason orlatex date to comply with the restrictions of Sect#09A. As of January 1, 2012 , no employer
contributions were made to the Plan.

In January 2008, the Company also establishedka nalst for the benefit of the participants untles Plan. In accordance with authoritative
guidance related to consolidation of variable ies¢entities and accounting for deferred compemsatirangements where amounts earned are held in
a rabbi trust and invested, the Company has inditide assets of the rabbi trust in its consolidagddnce sheet since the trust’s inception. As of
January 1, 2012 and January 2, 2011, the asstte trist were $10.8 million and $6.4 million spectively, and liabilities of the Company were059.
million and $5.3 million , respectively. The assatsl liabilities are classified as other assetsadued liabilities, respectively, on the Company’
consolidated balance sheets. Changes in the valiks assets held by the rabbi trust are recoidether (expense) income, net in the consolidated
statement of income, and changes in the valudseadéferred compensation liabilities are recordeskiling, general and administrative expenses.

15. Segment Information, Geographic Data, and Significat Customers

The Company is organized in two operating segméiifis:Sciences and Diagnostics. Life Sciences dpggaegment includes all products and
services related to the research market, namelgrthdduct lines based on the Company’s sequenciegdBrray, VeraCode, and real-time PCR
technologies. The Diagnostics operating segmenists on the emerging opportunity in molecular disgins. During all periods presented, the
Diagnostics operating segment had limited activitycordingly, the Company’s operating results fothbunits were reported on an aggregate basis as
one reportable segment. The Company will beginntepmpin two segments once revenues, operatingtmofoss, or assets of the Diagnostics
operating segment exceeds 10% of the consolidatediats.

The Company had revenue in the following regiomgHe years ended January 1, 2012 , January 2,,281d January 3, 2010 (in thousands):

Years Ended

January 1, January 2, January 3,
2012 2011 2010
United States $ 528,72 $ 498,98: $ 347,19!
United Kingdom 67,57¢ 60,52: 55,85¢
Other European countries 210,39: 163,06: 140,93:
Asia-Pacific 197,00! 143,44 96,39¢
Other markets 51,83¢ 36,73¢ 25,94¢
Total $ 1,05553" $ 902,74. $ 666,32:

Net revenues are attributable to geographic araseadoon the region of destination.

The majority of our product sales consist of conabl®es and instruments. For the years ended Jatudfi2 , January 2, 2011, and January 3,
2010, consumable sales represented 56% , 56%5%d respectively, of total revenues and instmisales comprised 35% , 36% , and 34% ,
respectively, of total revenues. The Compargustomers include leading genomic research cgrieademic institutions, government laboratoaes
clinical research organizations, as well as phaeutical, biotechnology, agrigenomics, and consugeeomics companies. The Company had no
customers that provided more than 10% of totalmaeen the years ended January 1, 2012 , Janu2@12,, and January 3, 2010 .
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Net long-lived assets exclude goodwill and othéangible assets since they are not allocated @ogrgphic basis. The Company had net long-
lived assets consisting of property and equipmettié following regions as of January 1, 2012 ambdry 2, 2011 (in thousands):

January 1, January 2,
2012 2011
United States $ 94,62¢ $ 75,05(
United Kingdom 22,64 26,57¢
Singapore 14,67 14,73¢
Other countries 11,54« 13,50%
Total $ 143,48: $ 129,87

16. Quarterly Financial Information (unaudited)

The following financial information reflects all moal recurring adjustments, except as noted beldvich are, in the opinion of management,
necessary for a fair statement of the results astl ows of interim periods. All quarters for fidyears 2011 and 2010 ended January 1, 2012 and
January 2, 2011 , respectively were 13 weeks. Sanmed quarterly data for fiscal years 2011 and)2@® as follows (in thousands except per share
data):

First Quarter Second Quarter Third Quarter Fourth Quarter
2011:
Total revenue $ 282,51! % 287,45( % 235,49¢ $ 250,07:
Gross profit 188,04: 193,35¢ 157,11! 170,58¢
Net income 24,130 30,62( 20,15: 11,72(
Net income per share, basic 0.1¢ 0.2% 0.17 0.1C
Net income per share, diluted 0.1¢€ 0.22 0.1% 0.0¢
2010:
Total revenue $ 192,13: $ 212,00 $ 237,30¢ $ 261,29¢
Gross profit 132,17¢ 146,09: 157,14! 166,12¢
Net income 21,20¢ 29,79¢ 35,447 38,44(
Net income per share, basic 0.1¢ 0.24 0.2¢ 0.31
Net income per share, diluted 0.1€ 0.21 0.24 0.2t
17. Subsequent Ever

On January 27, 2012, CKH Acquisition Corporatioledaware corporation and an indirect wholly-owsetisidiary of Roche Holding Ltd, a
joint stock company organized under the laws oft&swiand (togethe“Roche”), commenced an unsolicited tender offee (1Bffer") to purchase all
outstanding shares of common stock of the Compan$44.50 per share. As more fully described inGbenpany's Solicitation/Recommendation on
Schedule 14D-9 filed with the SEC on February 7,21 response to the Offer, the Board of Directoranimously recommended that the Company's
stockholders reject the Roche offer and not tettdsr shares to Roche for purchase.

ITEM 9. Changes In and Disagreements with Accountants orcAgnting and Financial Disclosure.

None.
ITEM 9A. Controls and Procedures

We design our internal controls to provide reastmabsurance that (1) our transactions are propeilyorized; (2) our assets are safeguarded
against unauthorized or improper use; and (3) ramstctions are properly recorded and reportednifoemity with U.S. generally accepted accoun

principles. We also maintain internal controls @ndcedures to ensure that we comply with applicebles and our established financial policies.
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Based on management’s evaluation (under the sigi@ménd with the participation of our chief exeeaitofficer (CEO) and chief financial
officer (CFO)), as of the end of the period covelgdhis report, our CEO and CFO concluded thatdisclosure controls and procedures (as defin
Rules 13a-15(e) and 15d-15(e) under the SecuEtiehange Act of 1934, as amended (the Exchangg, A&e§ effective to provide reasonable
assurance that information required to be discldseds in reports that we file or submit under Exehange Act is recorded, processed, summarized,
and reported within the time periods specified ECSules and forms, and is accumulated and comrateddo management, including our principal
executive officer and principal financial officexs appropriate, to allow timely decisions regardieguired disclosure.

During the fourth quarter of 2011, there were nargjes in our internal control over financial repart(as defined in Rules 13a-15(f) and 15d-15
(f) of the Exchange Act) that materially affectedaoe reasonably likely to materially affect intekcontrol over financial reporting.

An evaluation was also performed under the superviand with the participation of our managememt|uiding our chief executive officer and
chief financial officer, of any change in our irmtaf control over financial reporting that occurdading the fourth quarter of 2011 and that has
materially affected, or is reasonably likely to evélly affect, our internal control over financr@porting. The evaluation did not identify any lsuc
change.

MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANC |IAL REPORTING

Our management is responsible for establishingnaaidtaining adequate internal control over finah@gorting, as such term is defined in
Exchange Act Rules 13a-15(f). Because of its infiteimitations, internal control over financial i@ping may not prevent or detect all misstatements.
Therefore, even those systems determined to betisecan provide only reasonable assurance witheet to financial statement preparation and
presentation.

We conducted an evaluation of the effectivenesmiointernal control over financial reporting bagedthe framework in Internal Control —
Integrated Framework issued by the Committee ohSpiong Organizations of the Treadway Commissiasesi on our evaluation under the
framework in Internal Control —+ntegrated Framework, our management concludeditiranternal control over financial reporting weffective as ¢
January 1, 2012 . The effectiveness of our inteznatrol over financial reporting as of Januar2@12 has been audited by Ernst & Young LLP, an
independent registered accounting firm, as stateleir report which is included herein.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders of
lllumina, Inc.

We have audited lllumina, Inc.’s internal contrgko financial reporting as of January 1, 2012 eldasn criteria established in Internal
Control — Integrated Framework issued by the Congaiof Sponsoring Organizations of the Treadway @@sion (the COSO criteria). lllumina,
Inc.’s management is responsible for maintaining effedtiternal control over financial reporting, amd its assessment of the effectiveness of int
control over financial reporting included in thecampanying Management's Report on Internal Comtvelr Financial Reporting. Our responsibility is
to express an opinion on the company’s internatrobover financial reporting based on our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversightifiq@nited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditideld obtaining an understanding of internal cordwar financial reporting, assessing the risk that
material weakness exists, testing and evaluatieglésign and operating effectiveness of internafrobbased on the assessed risk, and performing
such other procedures as we considered necesstéugy dircumstances. We believe that our audit plesia reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonableasssuregarding the reliability of financial
reporting and the preparation of financial statetséor external purposes in accordance with gelyesatepted accounting principles. A company’s
internal control over financial reporting includbé®se policies and procedures that (1) pertaiheanaintenance of records that, in reasonableldetai
accurately and fairly reflect the transactions disghositions of the assets of the company; (2) ipexeasonable assurance that transactions are
recorded as necessary to permit preparation ofi¢iahstatements in accordance with generally aecepccounting principles, and that receipts and
expenditures of the company are being made ordg@ordance with authorizations of management amedtdirs of the company; and (3) provide
reasonable assurance regarding prevention or tidetgction of unauthorized acquisition, use or asfion of the company’s assets that could have a
material effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods atgect to the risk that controls may become inadégjbecause of changes in conditions, or that the
degree of compliance with the policies or procedunay deteriorate.

In our opinion, lllumina, Inc. maintained, in allaterial respects, effective internal control ovueaificial reporting as of January 1, 2012 , based
on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the accompanying
consolidated balance sheets of lllumina, Inc. ataofiary 1, 2012 and January 2, 2011 , and theedet@nsolidated statements of income,
stockholders’ equity, and cash flows for each efttiree fiscal years in the period ended Janua2912 of lllumina, Inc. and our report dated
February 23, 2012 expressed an unqualified opittiereon.

/s/ ERNST & Y OUNGLLP

San Diego, California
February 23, 2012
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ITEM 9B. Other Information.
None.
PART Il
ITEM 10. Directors, Executive Officers, and Corporate Goveanmnce.

(a) Identification of Directors. Information conoérg our directors is incorporated by referencenftbe section entitled “Proposal One: Election
of Directors,” “Information About Directors,” “Diretor Compensation,” and “Board of Directors andfiowate Governance” to be contained in our
definitive Proxy Statement with respect to our 2@thual Meeting of Stockholders to be filed wite tBEC no later than April 30, 2012.

(b) Identification of Executive Officers. Informati concerning our executive officers is incorpaddtyg reference from the section entitled
“Executive Officers” to be contained in our definé Proxy Statement with respect to our 2012 Anideéting of Stockholders to be filed with the
SEC no later than April 30, 2012.

(c) Compliance with Section 16(a) of the Exchange Mformation concerning compliance with Sectidi{a) of the Securities Exchange Act of
1934 is incorporated by reference from the seatittitled “Section 16(a) Beneficial Ownership RepgtCompliance” to be contained in our
definitive Proxy Statement with respect to our 2@thual Meeting of Stockholders to be filed wite tBEC no later than April 30, 2012.

(d) Information concerning the audit committee fio&l expert as defined by the SEC rules adoptesuaunt to the Sarbanes-Oxley Act of 2002
is incorporated by reference from the section kewtitBoard of Directors and Corporate Governancdjé contained in our definitive Proxy Statement
with respect to our 2012 Annual Meeting of Stockleot to be filed with the SEC no later than Ap€i| 2012.

Code of Ethics

We have adopted a code of ethics for our directiffiers, and employees, which is available onwebsite at www.illumina.com in the
Corporate Governance portal of the Investor Ratatgection under “Company&’ copy of the Code of Ethics is available in pifirge of charge to ar
stockholder who requests a copy. Interested part@saddress a written request for a printed cdplieoCode of Ethics to: Corporate Secretary,
lllumina, Inc., 5200 Illlumina Way, San Diego, Califia 92122. We intend to satisfy the disclosutpiiement regarding any amendment to, or a
waiver from, a provision of the Code of Ethics éwr principal executive officer, principal finantificer, principal accounting officer or contref,
or persons performing similar functions, by postingh information on our website. The information or that can be accessed from, our website is
not incorporated by reference into this report.

ITEM 11. Executive Compensatior

Information concerning executive compensation é®@iporated by reference from the sections entftB@mpensation Discussion and Analysis,”
“Director Compensation,” and “Executive Compensgdtim be contained in our definitive Proxy Statemeith respect to our 2012nnual Meeting o
Stockholders to be filed with the SEC no later tiAgmil 30, 2012.

ITEM 12. Security Ownership of Certain Beneficial Owners ahMbinagement and Related Stockholder Matte

Information concerning the security ownership ata@i@ beneficial owners and management and infdomatovering securities authorized for
issuance under equity compensation plans is incatged by reference from the sections entitled “Bwnership of Principal Stockholders and
Management,” “Executive Compensation,” and “Eq@tympensation Plan Information” to be containedundefinitive Proxy Statement with respect
to our 2012 Annual Meeting of Stockholders to bedfiwith the SEC no later than April 30, 2012.

ITEM 13. Certain Relationships and Related Transactions, abitector Independence

Information concerning certain relationships arldtesl transactions, and director independence@rfiorated by reference from the sections
entitled “Proposal One: Election of Directors,” féimmation About Directors,” “Director CompensatidtExecutive Compensation,” and “Certain
Relationships and Related Party Transactions” todmained in our definitive Proxy Statement wigspect to our 2012 Annual Meeting of
Stockholders to be filed with the SEC no later tiAgmil 30, 2012.
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ITEM 14. Principal Accountant Fees and Service
Information concerning principal accountant feed aervices is incorporated by reference from tlhiices entitled “Proposal Two: Ratification
of Appointment of Independent Registered Publicdsting Firm” and “Independent Registered Publicduntants” to be contained in our definitive
Proxy Statement with respect to our 2012 Annual tMgeof Stockholders to be filed with the SEC ntetahan April 30, 2012.
PART IV

ITEM 15. Exhibits, Financial Statement Schedule

1. Financial Statements:See “Index to Consolidated Financial Statemeimt&art Il, Item 8 of this Form 10-K.

2. Financial Statement ScheduleSee “Schedule Il — Valuation and Qualifying Acotaiand Reserves” in this section of this Form 10-K

3. Exhibits: The exhibits listed in the accompanying indegstbibits are filed or incorporated by referencga of this Form 10-K.
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SCHEDULE Il — VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

Balance at Additions Charged
Beginning of to Expense/ Balance at End of
Period Revenue(1) Deductions(2) Period

(In thousands)
Year ended January 1, 2012

Allowance for doubtful accounts $ 1,68¢ 4,201 (1,890 % 3,997

Reserve for inventory 12,27: 14,16( (12,93%) 14,49¢
Year ended January 2, 2011

Allowance for doubtful accounts $ 1,39¢ 341 B3 $ 1,68¢

Reserve for inventory 10,59 9,55¢ (7,887%) 12,27:
Year ended January 3, 2010

Allowance for doubtful accounts $ 1,13¢ 82¢ (56¢) $ 1,39¢

Reserve for inventory 6,431 8,40t (4,237) 10,59%

(1) Additions to the allowance for doubtful accountsl aeserve for inventory are charged to sellingegeinand administrative expense and cost of
product revenue respectively.

(2) Deductions for allowance for doubtful accounts eeskrve for inventory are for accounts receivabiéen off and disposal of obsolete
inventory.
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INDEX TO EXHIBITS

Incorporated by Reference

Exhibit Filing Filed
Number Exhibit Description Form File Number Exhibit Date Herewith
3.1 Amended and Restated Certificate of 8-K 000-30361 3.1 9/23/200¢
Incorporation
3.2 Amended and Restated Bylaws 8-K 000-30361 3.2 4/27/201(
33 Certificate of Designations of Series A Junior 8-K 000-30361 3.1 1/26/201z
Participating Preferred Stock, as filed with the
Secretary of State of the State of Delaware on
January 26, 2012
4.1 Specimen Common Stock Certificate S-1/A 333-33922 4.1 713/200C
4.2 Rights Agreement, dated as of January 26, ZOPZ,K 000-30361 4.1 1/26/201z
between lllumina, Inc. and Computershare Trust
Company, N.A., as Rights Agent
4.3 Indenture related to the 0.625% Convertible 8-K 000-30361 41 2/16/2007
Senior Notes due 2014, dated as of February 16,
2007, between Illumina and The Bank of New
York, as trustee
4.4 Indenture related to the 0.25% Convertible 10-Q 000-30361 41 5/4/2011
Senior Notes due 2016, dated as of March 18,
2011, between Illumina and The Bank of New
York Mellon Trust Company, N.A., as trustee
+10.1 Form of Indemnification Agreement between 10-Q 000-30361 10.5¢ 7125/200¢
lllumina and each of its directors and executive
officers
+10.2 Amended and Restated Change in Control ~ 10-K 000-30361 10.3¢ 2/26/200¢
Severance Agreement between lllumina and
Jay T Flatley, dated October 22, 2008
+10.3 Form of Change in Control Severance 10-K 000-30361 10.3¢ 2/26/200¢
Agreement between Illumina and each of its
executive officers
+10.4 2000 Employee Stock Purchase Plan, as X
amended and restated through February 2, 2012
+10.5 2005 Stock and Incentive Plan, as amended argi8 333-168393 4.5 7/29/201(
restated through April 22, 2010
+10.6 Form of Restricted Stock Unit Agreement for X
Non-Employee Directors under 2005 Stock and
Incentive Plan
+10.7 Form of Stock Option Agreement for Non- X
Employee Directors under 2005 Stock and
Incentive Plan
+10.8 Form of Restricted Stock Unit Agreement for X
Employees under 2005 Stock and Incentive Plan
+10.9 Form of Stock Option Agreement for Employees X
under 2005 Stock and Incentive Plan
+10.10 New Hire Stock and Incentive Plan, as amendetD-K 000-30361 10.7 2/26/201(

and restated through October 28, 2009
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10.11

+10.12

+10.13
+10.14

+10.15

+10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

License Agreement, effective as of May 6, 19980-Q
between Tufts University and Illumina

The Solexa Unapproved Company Share Opti@iK
Plan

The Solexa Share Option Plan for Consultants 8-K

Solexa Limited Enterprise Management 8-K
Incentive Plan

Amended and Restated Solexa 2005 Equity 10-K
Incentive Plan

Amended and Restated Solexa 1992 Stock  10-K
Option Plan

License Agreement, dated June 24, 2002, S-3/A
between Dade Behring Marburg GmbH and

lllumina (with certain confidential portions

omitted)

Non-exclusive License Agreement, dated S-3/A
January 24, 2002, between Amersham

Biosciences Corp. and lllumina (with certain
confidential portions omitted)

Amended and Restated Lease between BMR- 10-Q
9885 Towne Centre Drive LLC and lllumina for

the 9885 Towne Centre Drive property, dated
January 26, 2007

Settlement and Cross License Agreement dateti0-Q
August 18, 2004 between Applera Corporation

and Illumina (with certain confidential portions
omitted)

Collaboration Agreement, dated December 17,10-K
2004, between Invitrogen Corporation and

lllumina (with certain confidential portions

omitted)

Joint Development and Licensing Agreement, 10-Q
dated May 15, 2006, between deCODE genetics,
ehf. and lllumina (with certain confidential

portions omitted)

Lease between BMR-9885 Towne Centre Drivd.0-Q
LLC and lllumina for the 9865 Towne Centre
Drive property, dated January 26, 2007

Settlement and Release Agreement between 10-K
Affymetrix, Inc. and lllumina, dated January 9,
2008

Confirmation of Convertible Bond Hedge 8-K
Transaction, dated February 12, 2007, by and
between lllumina and Goldman, Sachs & Co.

Confirmation of Convertible Bond Hedge 8-K
Transaction, dated February 12, 2007, by and
between lllumina and Deutsche Bank AG

London

Confirmation Issuer Warrant Transaction, date®@-K
February 12, 2007, by and between lllumina and
Goldman, Sachs & Co.

Confirmation Issuer Warrant Transaction, date®@-K

February 12, 2007, by and between lllumina and
Deutsche Bank AG London
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99.2
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10.2¢

10.2¢

10.2¢

10.2¢

10.41

10.27

10.2¢
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11/26/2007
11/26/2007

2/26/200¢
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10.29 Amendment to the Confirmation of Issuer 8-K 000-30361 10.5 2/16/2007%
Warrant Transaction, dated February 13, 2007,
by and between lllumina and Goldman, Sachs &
Co.

10.30 Amendment to the Confirmation of Issuer 8-K 000-30361 10.€ 2/16/2007
Warrant Transaction, dated February 13, 2007,
by and between lllumina and Deutsche Bank AG

London
10.31 Lease Agreement, dated December 30, 2010, 10-K 000-30361 10.3¢ 2/28/2011
between ARE-SD Region No. 32, LLC and
lllumina
+10.32 Deferred Compensation Plan, effective 14D-9 005-60457 99(e)(6 2/7/2012
December 1, 2007
211 Subsidiaries of lllumina X
23.1 Consent of Independent Registered Public X
Accounting Firm
24.1 Power of Attorney (included on the signature X
page)
31.1 Certification of Jay T. Flatley pursuant to X
Section 302 of the Sarbanes-Oxley Act of 2002
31.2 Certification of Marc A. Stapley pursuant to X
Section 302 of the Sarbanes-Oxley Act of 2002
32.1 Certification of Jay T. Flatley pursuant to X

18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

32.2 Certification of Marc A. Stapley pursuant to X
18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

101.INS XBRL Instance Document X

101.SCH XBRL Taxonomy Extension Schema X

101.CAL XBRL Taxonomy Extension Calculation X
Linkbase

101.LAB XBRL Taxonomy Extension Label Linkbase X

101.PRE XBRL Taxonomy Extension Presentation X
Linkbase

101.DEF XBRL Taxonomy Extension Definition X
Linkbase

+ Management contract or corporate plan or arrangemen

Supplemental Information

No Annual Report to stockholders or proxy materials been sent to stockholders as of the datésofgport. The Annual Report to stockholc
and proxy material will be furnished to our stockiers subsequent to the filing of this Annual Repor Form 10-K and we will furnish such material
to the SEC at that time.
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SIGNATURES

Pursuant to the requirements of the Section 15€)lof the Securities Exchange Act of 1934, thgiReant has duly caused this Report to be
signed on its behalf by the undersigned, theredalp authorized, on February 23, 2012 .

ILLUMINA , | NC.

By /sl JAY T.FLATLEY

Jay T. Flatley
President and Chief Executive Officer

February 23, 2012

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENT, that each perstise signature appears below constitutes andrapplay T. Flatley and
Marc A. Stapley, and each or any one of them,rbis &nd lawful attorney-in-fact and agent, witH idwer of substitution and resubstitution, for him
and in his name, place and stead, in any and pdlaites, to sign any and all amendments to thisuahReport on Form 10-K, and to file the same,
with all exhibits thereto, and other documentsanreection therewith, with the Securities and Exgfga@ommission, granting unto said attorneys-in-
fact and agents, and each of them, full power aridogity to do and perform each and every act amytrequisite and necessary to be done in
connection therewith, as fully to all intents andgoses as he might or could do in person, heralifying and confirming all that said attorneysfact
and agents, or any of them, or their or his suldstor substitute, may lawfully do or cause talbee by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this Annual Report on Form 104§ been signed below by the following
persons on behalf of the registrant and in the @#pa and on the dates indicated.
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President, Chief Executive Officer and DirectorifiBipal Executive
/sl JAY T.FLATLEY Officer) February 23, 2012

Jay T. Flatley

Senior Vice President and Chief Financial Offiderijcipal
/sl Marc A. Stapley Financial and Accounting Officer) February 23, 2012

Marc A. Stapley

/s WILLIAM H. RASTETTER Chairman of the Board of Directors February 23, 2012
William H. Rastetter

/s/ A. BLAINE B OWMAN Director February 23, 2012
A. Blaine Bowman

/s/ DANIEL M. B RADBURY Director February 23, 2012
Daniel M. Bradbury

/s KARIN E ASTHAM Director February 23, 2012
Karin Eastham

/sl PAUL GRINT Director February 23, 2012
Paul Grint
/s/ Gerald Moller Director February 23, 2012

Gerald Méller

/s/ DAVID R. WALT Director February 23, 2012
David R. Walt

/s/ RoY W HITFIELD Director February 23, 2012
Roy Whitfield
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ILLUMINA, INC.

2000 EMPLOYEE STOCK PURCHASE PLAN

As Amended and Restated February 2, 2012
The following constitute the provisions of the 2@@ployee Stock Purchase Plan of Illumina, Inc.

1. Purpose. The purpose of the Purchase Plan is to providpl&mees of the Company and
Designated Companies with an opportunity to pureh@mmon Stock of the Company through accumulaigofi
deductions. It is the intention of the Company avdnthe Purchase Plan qualify as an “Employee SRockhase Planiinde
Section 423 of the Code, although the Company makesndertaking or representation to maintain sycdlification. Thu
provisions of the Purchase Plan, accordingly, dimaltonstrued so as to extend and limit particimaitn a manner consistt
with the requirements of that section of the Cddeaddition, the Purchase Plan authorizes the asetof Common Sto
under a Non-423(b) Component, pursuant to rules;quiures or supkans adopted by the Board and designed to aclden
securities law or other objectives.

2. Definitions .

(a) “ Affiliate " shall mean any entity, other than a Subsidiaryyhich the Company has an eq
or other ownership interest.

(b) “ Board” shall mean the Board of Directors of the Compangror committee thereof designe
by the Board of Directors of the Company in accam#awith Section 14 of the Purchase Plan.

(c) “ Code” shall mean the Internal Revenue Code of 198@nasnded.

(d) “ Code Section 423(b) Plari shall mean an employee stock purchase plan whidbsgned t
meet the requirements set forth in Section 423{lih@ Code, as amended. The provisions of the Gumltion 423(b) Ple
should be construed, administered and enforceddordance with Section 423(b) of the Code.

(e) “ Common Stock” shall mean the common stock of the Company.

(H “ Company” shall mean lllumina, Inc., a Delaware corporatiod any Designated Subsidiary
the Company.

() *“ Compensation” shall mean all base straight time gross earningisexclusive of commissior
payments for overtime, shift premium, incentive pemsation, incentive payments, bonuses and othrep@&asation, unle
otherwise determined by the Board. Such Compensatall be calculated before deduction of (i) amyoime or employme
tax withholdings or (ii) any contributions made tine participant to any Code Section 401(k) salafeal plan or any Co
Section 125 cafeteria benefit program now or hégealstablished by the Company or any of its Sudnsés. The Board shi
have the discretion to determine what constitutes@nsation for Employees outside of the UniteteSta

(h) “ Designated Company’ shall mean any Subsidiary or Affiliate that hasrbdesignated by tl
Board from time to time in its sole discretion &igible to participate in the Purchase Plan. Famppses of the Code Sect
423(b) Plan, only the Company and its Subsidianag be Designated Companies, provided, howeveratheny given tim
a Subsidiary that is a Designated Company undeCtue Section 423(b) Plan shall not be a Designatedpany under tl
Non-423(b) Plan.

() “ Employee” shall mean any individual whose customary employmégth the Company or
Designated Company for tax purposes is at leasttyw0) hours per week for more than five (5) nfsnin any calend
year. Under the Nod23(b) Component, the definition may also includeralividual whose customary employment with
Company or a Designated Company for tax purposkesssthan twenty (20) hours per week or for laas ffive (5) months
any calendar year.



() Enrollment Date " shall mean the first Trading Day of each Offeripgriod.

(k) “ Exercise Date’ shall mean the first Trading Day in February @djust of each year.

() * Fair Market Value " shall mean, as of any date, the value of CommonkSdetermined ¢
follows:

(i) If the Common Stock is listed on any establishextlstexchange or a national mau
system, including without limitation the Nasdaq iNa&l Market or The Nasdagq SmallCap Market of Thesddq Stoc
Market, its Fair Market Value shall be the clossw®jling price per share for such stock (or theinpbid, if no sales we
reported) as quoted on such exchange or systerheodate of determination, as reported’ire Wall Street Journair sucl
other source as the Board deems reliable;

(i) If the Common Stock is regularly quoted by a redpggh securities dealer but sell
prices are not reported, its Fair Market Value Isbalthe mean of the closing bid and asked prioeshe Common Stock «
the date of determination, as reported e Wall Street Journalr such other source as the Board deems reliable;

(i) In the absence of an established market for then@mmStock, the Fair Market Val
thereof shall be determined in good faith by theu8loor

(iv)  For purposes of the Enroliment Date of the firste@®hg Period under the Purchase F
the Fair Market Value shall be the initial pricer ghare at which the Common Stock was sold pursteatite underwritin
agreement for the Company’s initial public offerimigthe Common Stock.

(m) “ Non-423(b) Plan” shall mean an employee stock purchase plan whiobtigntended to me
the requirements set forth in Section 423(b) ofGloee.

(n) *“ Offering Periods ” shall mean the periods of approximately twelve (h@&nths during whic
an option granted pursuant to the Purchase Planbmagxercised, commencing on the first Trading Dajebruary an
August each year and terminating on the first Trgdday in February or August which is approximat@hglve months late
The duration and timing of Offering Periods maychanged pursuant to Section 4 of this Purchase Plan

(0) *“ Purchase Plan” shall mean this 2000 Employee Stock Purchase Rlaich includes a Cot
Section 423(b) Plan and a Non-423(b) Plan.

(p) “ Purchase Period” shall mean the approximately six month period comzitgy on one Exerci:
Date and ending with the next Exercise Date.

(q) “ Purchase Price” shall mean 85% of the Fair Market Value of a sttdr€ommon Stock on tl
Enroliment Date or on the Exercise Date, whichesvdower; provided, howevey that the Purchase Price may be adjuste
the Board pursuant to Section 20.

(n “ Reserves’ shall mean the number of shares of Common Stockreovby each option under
Purchase Plan which have not yet been exercisethantumber of shares of Common Stock which haea laethorized fc
issuance under the Purchase Plan but not yet platet option.

(s) *“ Subsidiary ” shall mean a corporation, domestic or foreign, bfclw not less than 50% of 1
voting shares are held by the Company or a Sulbvgjdidnether or not such corporation now existssdnéreafter organized
acquired by the Company or a Subsidiary.

(ty *“ Trading Day " shall mean a day on which national stock exchaagesthe Nasdaq System
open for trading.



3. Eligibility .

(@ Any Employee who shall be employed by the Compang @esignated Company on a gi
Enrollment Date shall be eligible to participatetie Purchase Plan.

(b)  Any provisions of the Purchase Plan to the contrasywithstanding, no Employee shall
granted an option under the Purchase Plan (i) @¢oettient that, immediately after the grant, suctplegee (or any oth
person whose stock would be attributed to such By pursuant to Section 424(d) of the Code) would capital stock «
the Company and/or hold outstanding options to Ipase such stock possessing five percent (5%) oe rabrthe tote
combined voting power or value of all classes efc¢hpital stock of the Company or of any Subsidiary(ii) to the extent th
his or her rights to purchase stock under all egg#ostock purchase plans of the Company and itsidialies accrues a
rate which exceeds TwenBive Thousand Dollars (US$25,000) worth of stooktédmined under Section 423 of the Coc
the fair market value of the shares at the timé& sytion is granted) for each calendar year in tvisiach option is outstandi
at any time.

4. Offering Periods . The Purchase Plan shall be implemented by cotigecoverlapping Offering Perio
with a new Offering Period commencing on the fifsading Day in February and August each year, osumh other date
the Board shall determine, and continuing thereafidil terminated in accordance with Section 2@ebé The Board sh:
have the power to change the duration of Offeriagd@s (including the commencement dates thereitf) respect to futu
offerings without stockholder approval if such cgans announced at least five (5) days prior tosttteeduled beginning
the first Offering Period to be affected thereafter

5. Participation .

(@) An eligible Employee may become a participant m Burchase Plan by completing a subscri
agreement authorizing payroll deductions in a faubstantially similar to the form included in Exiild to this Purchas
Plan and filing it with the Company prior to thepéipable Enrollment Date. The Board, in its disimet may decide that .
Employee may submit contributions to the Purchdae By means other than payroll deductions.

(b) Once an eligible Employee becomes a participarthén Purchase Plan, such individual
remain a participant until he or she terminate$ qarticipation as provided in Section 10 herewd, Purchase Plan termine
or the participant loses his or her status as apl@re.

(c) An eligible Employee may be enrolled in only ondd€dihg Period at a time.

6. Payroll Deductions/Contributions .

(a) At the time a participant files his or her substop agreement, he or she shall elect to contr
to the Purchase Plan (in the form of payroll deidunst or otherwise) on each pay day during the @ffePeriod in an amou
not exceeding fifteen percent (15%) of the Compeémsavhich he or she receives on each pay day duhie Offering Periol
provided, howevethat should a pay day occur on an Exercise Dapartcipant shall have the contributions made arh
day applied to his or her account under the newe@if Period or Purchase Period, as the case may be

(b) All contributions made for a participant shall kredited to his or her account under the Purc
Plan and shall be made in whole percentages onlyaricipant may not make any additional payments such accou
unless required to comply with local law.

(c) A participant may discontinue his or her participatin the Purchase Plan as provided in Se
10 hereof, or may decrease the rate of his or hgrofi deductions or other contributions during tBfering Period b
completing or filing with the Company a new subgtion agreement authorizing a change in payroludédn or contributio
rate. The Company may, in its discretion, limit theture and/or number of participation rate chardjesng any Offerin
Period, and may establish such other conditiongmatations as it deems appropriate for Purchasa Rdministration. Tt
change in rate shall be effective with the firdt payroll period following five (5) business dagfter the Company's receipt
the new subscription agreement unless the Comphlatiseto process a given change in participatiorrenguickly. A
participant's subscription agreement shall remaieffect for successive Offering Periods unlesmiteated as provided



Section 10 hereof.

(d) If by reason of the limitations set forth in Seaso3(b), 7 and 13(a) or in any splan to th
Purchase Plan, any option of a Participant doesaootue for a particular Purchase Period, thenctmgributions that tr
Participant made during that Purchase Period veispect to such option shall be promptly refundedaddition, to the exte
necessary to comply with Section 423(b)(8) of tlrel€and Section 3(b) hereof, a participant's doutions may be decreas
to one percent (1%) at any time during a Purchas#od Contributions shall recommence at the ratesided in suc
participant's subscription agreement at the beg@qoif the first Purchase Period which is schedtbednd in the followin
calendar year, unless terminated by the participamrovided in Section 10 hereof.

(e) At the time the option is exercised, in whole ompart, at the time some or all of the Compe
Common Stock issued under the Purchase Plan issdidpof, or at any other taxable or tax withholdivgnt, as applicab
the participant must make adequate provision fer@empany's or a Subsidiary’s or Affiliaseapplicable tax withholdir
obligations, if any, which arise upon the taxabtetax withholding event, as applicable. At any tjnilee Company or
Subsidiary or Affiliate may, but shall not be olaligd to, withhold from the participant's compemsathe amount necess
for the Company or a Subsidiary or Affiliate to rhapplicable withholding obligations, including amjthholding required t
make available to the Company or a Subsidiary dilidte any tax deductions or benefits attributalbdesale or ear
disposition of Common Stock by the Employee. Furti@e, the Company or a Subsidiary or Affiliate nsatisfy any ta
withholding obligations by any other means setifantthe applicable subscription agreement.

7. Grant of Option . On the Enroliment Date of each Offering Pericatleeligible Employee participati
in such Offering Period shall be granted an optmrpurchase on each Exercise Date during such i@féPeriod (at th
applicable Purchase Price) up to a number of whbires of the Company's Common Stock determinediviging sucl
Employee's contributions accumulated prior to skxbrcise Date and retained in the Participant'swatcas of the Exerci
Date by the applicable Purchase Price; providet ith@o event shall an Employee be permitted tcclpase during ea
Purchase Period more than 50,000 shares of the &vorispCommon Stock (subject to any adjustment puntsio Section 1
taking place after the date of this Purchase Pkarg,provided further that such purchase shallubgest to the limitations s
forth in Sections 3(b) and 13 hereof or in any pldn to the Purchase Plan. The Board may, for éutifering Period:
increase or decrease, in its absolute discretimngitaximum number of shares of the Company's Confihack an Employe
may purchase during each Purchase Period of suehii@f Period. Exercise of the option shall occsipeovided in Section
hereof, unless the participant has withdrawn pursta Section 10 hereof. The option shall expiretios last day of tf
Offering Period.

8. Exercise of Option.

(&) Unless a participant withdraws from the Purchasé Bk provided in Section 10 hereof, his o
option for the purchase of shares shall be exafcadomatically on the Exercise Date, and the marinmumber of fu
shares subject to option shall be purchased foh gasticipant at the applicable Purchase Price whth accumulate
contributions in his or her account. No fractioshhres shall be purchased; any contributions adetauin a participan
account immediately following the most recent Ex@®ate that are not sufficient to purchase ashudire shall be returnec
the participant after such Exercise Date. Any othenies left over in a participant's account afiter Exercise Date shall
returned to the participant. During a participafifstime, a participant's option to purchase skdrereunder is exercisa
only by him or her.

(b) If the Board determines that, on a given ExerciaéeDPthe number of shares with respect to w
options are to be exercised may exceed (i) the rurobshares of Common Stock that were availabteséde under tf
Purchase Plan on the Enrollment Date of the aggkc®ffering Period, or (ii) the number of shareaikable for sale und
the Purchase Plan on such Exercise Date, the Boaydin its sole discretion (x) provide that the Qamy shall make a p
rata allocation of the shares of Common Stock altel for purchase on such Enrollment Date or EgerDate, as applicak
in as uniform a manner as shall be practicable adt shall determine in its sole discretion to dzpiitable among
participants exercising options to purchase Com&tmtk on such Exercise Date, and continue all @igePeriods then
effect, or (y) provide that the Company shall mak@o rata allocation of the shares available toclpase on such Enrolim
Date or Exercise Date, as applicable, in as unifarmmanner as shall be practicable and as it skeddirchine in its so
discretion to be equitable among all participantsreising options to purchase Common Stock on $ti@rcise Date, ai
terminate any or all Offering Periods then in effparsuant to Section 20 hereof. The Company makerpeo rata allocatic



of the shares available on the Enrollment Date rof applicable Offering Period pursuant to
preceding sentence, notwithstanding any authoomatif additional shares for issuance under the Hase Plan by ti
Company's stockholders subsequent to such EnrdiDete.

9. Delivery . As promptly as practicable after each Exercisee@a which a purchase of shares occurs
Company shall arrange the delivery to each paditipas appropriate, of a certificate or the eteitr equivalent representi
the shares purchased upon exercise of his or hienop

10. Withdrawal .

(@) A participant may withdraw all but not less thahtlé contributions credited to his or her acct
and not yet used to exercise his or her option utidePurchase Plan at any time by giving writtetioe to the Company ir
form substantially similar to the form includedEmxhibit B to this Purchase Plan. All of the pagignt's contributions credit
to his or her account shall be paid to such pasiti promptly after receipt of notice of withdravaald such participan
option for the Offering Period shall be automatica&rminated, and no further contributions for fhechase of shares st
be made for such Offering Period. If a participatthdraws from an Offering Period, contributionsymaot resume at tl
beginning of the succeeding Offering Period unteesparticipant delivers to the Company a new sijiitsan agreement.

(b) A participant's withdrawal from an Offering Peristiall not have any effect upon his or
eligibility to participate in any similar plan wiianay hereafter be adopted by the Company or icegating Offering Perio
which commence after the termination of the Offgrireriod from which the participant withdraws.

11. Termination of Option .

(@) Upon a participant's ceasing to be an Employeearigrreason, he or she shall be deemed to
elected to withdraw from the Purchase Plan andctiwributions credited to such participant's actaluring the Offerin
Period but not yet used to exercise the optionl $leareturned to such participant or, in the caski® or her death, to t
person or persons entitled thereto under Sectidmei®of, and such participant's option shall beraatically terminated.

(b) Should the participant cease to be an Employeedson of an approved unpaid leave of abs
then the participant shall have the right, exefdesap until the last business day of the Purclis@od in which such lea
commences, to (i) withdraw all the contributiondlexed for that Purchase Period or (i) have s@uids held for th
purchase of shares on his or her behalf on thesuieduled Exercise Date. Upon the particigargturn to active service (
within ninety (90) days following the commencemeftsuch leave or (B) prior to the expiration of adoyger period fc
which such participant’ right to reemployment with the Company or a Sdibsy or Affiliate is guaranteed by statute
contract, his or her contributions under the Pusehalan shall automatically resume at the ratdfacteat the time the lea
began, unless the participant withdraws from theclfase Plan prior to his or her return. An indigtwho returns to acti
employment following a leave of absence that exseediuration the applicable (A) or (B) time periatl be treated as
new Employee for purposes of subsequent particpati the Purchase Plan and must accordinglgnrell in the Purcha:
Plan (by making a timely filing of the prescribetr@lment forms) on or before the next Enrolimeit®

12. Interest . No interest shall accrue on the payroll dedustioha participant in the Purchase Plan, ul
required by applicable law.

13. Stock.

(&) Subject to adjustment upon changes in capitalimabiothe Company as provided in Sectior
hereof taking place after the date of this Purctls@, the maximum number of shares of the CompaBgmmon Stoc
which shall be made available for sale under thetse Plan shall be 2,917,892 shares, which ¢erfishe (i) 1,000,0C
shares initially reserved under the Purchase Ptah(&) the 1,917,892 share automatic increasetHer fiscal year 20(
pursuant to Section 13(b) below. The Board detegnhithat no automatic increase would take effectterfiscal year 20(
pursuant to Section 13(b) below.



(b) The share reserve shall increase annually on teeday of each fiscal year of the Compi
beginning for the fiscal year 2001 and ending fog fiscal year 2010, by the number of shares etju#the lesser of (
3,000,000 shares, (ii) 3% of the outstanding shaf€3ommon Stock on the last day of the immediapebceding fiscal ye
or (iii) an amount determined by the Board.

(c) The participant shall have no interest or votirghtiin shares covered by his option until ¢
option has been exercised.

(d) Shares to be delivered to a participant under tirefase Plan shall be registered in the nar
the participant or in the name of the participant his or her spouse.

(e) All share numbers in this Section 13 give effecattwo-forone stock split of Common Stock
September 22, 2008.

14. Administration . The Purchase Plan shall be administered by ttedBor a committee of members
the Board appointed by the Board. The Board aratemittee shall have full and exclusive discretrgreuthority to constru
interpret and apply the terms of the Purchase Rtadetermine eligibility and to adjudicate all plised claims filed under t
Purchase Plan.

In addition, the Board or its committee may adapés, procedures or sydtans relating to the operation
administration of the Purchase Plan to accommatit&tespecific requirements of local laws and procesldor jurisdiction
outside of the United States. Without limiting tgenerality of the foregoing, the Board or its coited is specificall
authorized to adopt rules, procedures or glains regarding eligibility to participate, the iétfon of Compensation, handli
of payroll deductions, making of contributions ke tPurchase Plan (including, without limitation fanms other than payrt
deductions), establishment of bank or trust accowmthold payroll deductions, payment of interesmversion of loc:
currency, obligations to pay payroll tax, deterntioa of beneficiary designation requirements, withiling procedures ai
handling of stock certificates which vary with lbcaquirements.

Every finding, decision and determination madel®/Board or its committee shall, to the full extpatmittec
by law, be final and binding upon all parties.

15. Designation of Beneficiary.

(@ Unless otherwise determined by the Board, a ppé#iti may file a written designation o
beneficiary who is to receive any shares and daahy, from the participant's account under thecRase Plan in the event
such participant's death subsequent to an Exefd#ée on which the option is exercised but priordalivery to suc
participant of such shares and cash. In additiofess otherwise determined by the Board, a pastipnay file a writte
designation of a beneficiary who is to receive aagh from the participant's account under the RselPlan in the event
such participant's death prior to exercise of thgoo. If a participant is married and the desigdabeneficiary is not tl
spouse, spousal consent shall be required fordesignation to be effective.

(b) Unless otherwise determined by the Board, suctgdason of beneficiary may be changed by
participant at any time by written notice. In theest of the death of a participant and in the absef a beneficiary valid
designated under the Purchase Plan who is livirtigeatime of such participant's death, the Comgmall deliver such shat
and/or cash to the executor or administrator ofa$iate of the participant, or if no such execotoadministrator has be
appointed (to the knowledge of the Company), thenfany, in its discretion, may deliver such shamd/@ cash to tt
spouse or to any one or more dependents or redabi/ehe participant, or if no spouse, dependemelative is known to tr
Company, then to such other person as the Compagydesignate or determine to be the appropriaipiests of the shar
and/or cash under applicable law.

16. Transferability . Neither contributions credited to a participa@itEount nor any rights with regarc
the exercise of an option or to receive shares wtide Purchase Plan may be assigned, transferkediggr or otherwis
disposed of in any way (other than by will, the $aef descent and distribution or as provided intiSecl5 hereof) by tf
participant. Any such attempt at assignment, temgbledge or other disposition shall be withouedf except that t




Company may treat such act as an election to wathdunds from an Offering Period in accordance
Section 10 hereof.

17. Use of Funds. All contributions received or held by the Compamgder the Purchase Plan may be
by the Company for any corporate purpose, and trapgany shall not be obligated to segregate suctribations, unles
required by applicable law.

18. Reports. Individual accounts shall be maintained for epatticipant in the Purchase Plan. Statemer
account shall be given to participating Employeésleast annually, which statements shall set fdhté amounts «
contributions, the Purchase Price, the number afeshpurchased and the remaining cash balancey.if a

19. Adjustments Upon Changes in Capitalization, Dissoliion, Liquidation, Merger or Asset Sale.

(@) Changes in Capitalization. Subject to any required action by the stockhaldgrthe Compan
the Reserves (including the number of shares autcaig added annually to the Purchase Plan putsieaSection 13(a)(i)
the maximum number of shares each participant maghase each Purchase Period (pursuant to Sedti@s Wwell as tr
price per share and the number of shares of Con8tmek covered by each option under the Purchasevitiech has not y
been exercised shall be proportionately adjustedry increase or decrease in the number of isshiaes of Common Stc
resulting from a stock split, reverse stock sgligck dividend, combination or reclassificationtieé Common Stock, or a
other increase or decrease in the number of shairéSommon Stock effected without receipt of consadien by th
Company;provided, howevethat conversion of any convertible securities @& @ompany shall not be deemed to have
“effected without receipt of consideratiorSuch adjustment shall be made by the Board, whetardination in that resp
shall be final, binding and conclusive. Except &sressly provided herein, no issuance by the Compéshares of stock
any class, or securities convertible into sharestadk of any class, shall affect, and no adjustrbgrreason thereof shall
made with respect to, the number or price of shar€ommon Stock subject to an option.

(b)  Dissolution or Liguidation . In the event of the proposed dissolution or ligdion of th
Company, the Offering Period then in progress dialshortened by setting a new Exercise Date (ff@v“Exercise Datg;
and shall terminate immediately prior to the conswation of such proposed dissolution or liquidatiomess provide
otherwise by the Board. The New Exercise Date slebefore the date of the Company's proposedIdigsoor liquidation
The Board shall notify each participant in writirgg, least ten (10) business days prior to the Neerdise Date, that tl
Exercise Date for the participant's option has l@enged to the New Exercise Date and that thécjpemt's option shall t
exercised automatically on the New Exercise Datéegs prior to such date the participant has wéthvdr from the Offerin
Period as provided in Section 10 hereof.

(c) Merger or Asset Sale In the event of a proposed sale of all or sultistiyall of the assets of tl
Company, or the merger of the Company with or @o@ther corporation, each outstanding option dtelassumed or
equivalent option substituted by the successoraratjpn or a Parent or Subsidiary of the successmuoration. In the eve
that the successor corporation refuses to assursabstitute for the option, any Purchase Periods th progress shall
shortened by setting a new Exercise Date (the “Erercise Date”and any Offering Periods then in progress shall@nthe
New Exercise Date. The New Exercise Date shalldferb the date of the Company's proposed sale cgeneThe Boar
shall notify each participant in writing, at leash (10) business days prior to the New Exerciste [xthat the Exercise D:
for the participant's option has been changed éoNbw Exercise Date and that the participant'soapshall be exercis
automatically on the New Exercise Date, unlessrgdcsuch date the participant has withdrawn from ©ffering Period ¢
provided in Section 10 hereof.

20. Amendment or Termination .

(&) The Board may at any time and for any reason text@ior amend the Purchase Plan. Exce
provided in Section 19 hereof, no such terminatian affect options previously granted, provided #mOffering Period m:
be terminated by the Board of Directors immediafeliowing any Exercise Date if the Board deternsitieat the terminatic
of the Offering Period or the Purchase Plan i©anliest interests of the Company and its stockmaldecept as provided
Section 19 and this Section 20 hereof, no amendmagtmake any change in any option theretoforetgdawhich adverse
affects the rights of any participant. To the ektegcessary to comply with Section 423 of the C@ieany successor rule
provision or any other applicable law, regulationstock exchange rule), the Company shall obtaoksiolder approval



such a manner and to such a degree as required.

(b)  Without stockholder consent and without regard toethier any participant rights may
considered to have been “adversely affectéitk”Board shall be entitled to change the OffeRegiods, limit the frequen
and/or number of changes in the amount withheldnduan Offering Period, establish the exchangeorapplicable t
amounts withheld in a currency other than U.S.aie]l permit payroll withholding or contributing tbe Purchase Plan
excess of the amount designated by a participaorder to adjust for delays or mistakes in the Canyfs processing
properly completed withholding elections, establisasonable waiting and adjustment periods andumting and creditir
procedures to ensure that amounts applied towaginchase of Common Stock for each participanpgny correspon
with amounts withheld from the participant's Comgetion, and establish such other limitations ocedures as the Board
its committee) determines in its sole discretionisable which are consistent with the Purchase.Plan

(c) Inthe event the Board determines that the ongoperation of the Purchase Plan may rest
unfavorable financial accounting consequences,Bib@d may, in its discretion and, to the extentessary or desirab
modify or amend the Purchase Plan to reduce oilredie such accounting consequence including, buimied to:

(i) altering the Purchase Price for any Offering Penmmdluding an Offering Period undern
at the time of the change in Purchase Price;

(i)  shortening any Offering Period so that Offeringié®rends on a new Exercise D
including an Offering Period underway at the tini¢h@ Board action; and

(i)  allocating shares.

Such modifications or amendments shall not regstioekholder approval or the consent of any Purckdak
participants.

21. Notices. All notices or other communications by a partigipto the Company under or in connec
with the Purchase Plan shall be deemed to have ddgrgiven when received in the form specifiedtbg Company at tl
location, or by the person, designated by the Cowjpar the receipt thereof.

22. Conditions Upon Issuance of Shares Shares shall not be issued with respect to aieropinless th
exercise of such option and the issuance and dgligé such shares pursuant thereto shall comply it applicabl
provisions of law, domestic or foreign, includingithout limitation, the Securities Act of 1933, asmended, the Securit
Exchange Act of 1934, as amended, the rules andatagns promulgated thereunder, and the requirégsnehany stoc
exchange upon which the shares may then be liatetishall be further subject to the approval ofnsel for the Compat
with respect to such compliance.

As a condition to the exercise of an option, then@any may require the person exercising such oyt
represent and warrant at the time of any such eseethat the shares are being purchased only vesstment and without a
present intention to sell or distribute such shafes the opinion of counsel for the Company, Isue representation
required by any of the aforementioned applicabtevigions of law.

23. Code Section 409A The Code Section 423(b) Plan is exempt from fh@i@ation of Section 409A
the Code. The Non-423(b) Plan is intended to bengxdrom Section 409A of the Code under the skemta deferre
exception and any ambiguities shall be construetliaterpreted in accordance with such intent. k& ¢hse of a participe
who would otherwise be subject to Section 409Ahef €Code, to the extent an option to purchase slat@emmon Stock ¢
the payment, settlement or deferral thereof isentlip Section 409A of the Code, the option to pase shares of Comir
Stock shall be granted, paid, exercised, settledeferred in a manner that will comply with Secti@@9A of the Cod:
including the final regulations and other guidarsseied with respect thereto, except as otherwisdaed by the Board o
committee appointed by the Board. Notwithstandimg foregoing, the Company shall have no liabilityatparticipant or ar
other party if the option to purchase Common Stanter the Purchase Plan that is intended to be gxEam or compliar
with Section 409A of the Code is not so exemptamngliant or for any action taken by the Board wikpect thereto.

24. Term of Purchase Plan. The Purchase Plan shall become effective on ffectiwe date of th




Registration Statement. Unless sooner terminatethéyBoard, the Purchase Plan shall terminate ujpe
earliest to occur of (a) the purchase of sharetherxercise Date coincidental with the first TrapiDay in August 2020, (
the date on which all shares available for issuamoker the Purchase Plan shall have been soldgnirsuoptions exercis
under the Purchase Plan or (iii) the date on whitloptions are exercised in connection with a aisgon or liquidatiol
pursuant to Section 19(b) hereof or a merger aetassde pursuant to Section 19(c) hereof. No furtiptions shall be grant
or exercised, and no further contributions shakkbiéected, under the Purchase Plan following seamination.

25. Automatic Transfer to Low Price Offering Period . To the extent permitted by any applicable i
regulations, or stock exchange rules if the FairkdaValue of the Common Stock on any Exercise Datn Offering Peric
is lower than the Fair Market Value of the Commaocg on the Enrollment Date for that Offering Pdrithen all participan
in such Offering Period shall be automatically wittawn from such Offering Period immediately aftee exercise of the
option on such Exercise Date and automatically ldon the new Offering Period beginning coincitl@nth such Exercis
Date.

26. At Will Employment . Nothing in the Purchase Plan shall confer upan ghrticipant any right
continue in the employ of the Company or any Suasjdor Affiliate for any period of specific durati or interfere with ¢
otherwise restrict in any way the rights of the @amy (or any Subsidiary or Affiliate employing suphbrson) or of tF
participant, which rights are hereby expressly me= by each, to terminate such persoemployment at any time for ¢
reason, with or without cause.

27. Severability . If any particular provision of this Purchase Piarfound to be invalid or unenforceal
such provision shall not affect the other provisiofthe Purchase Plan, but the Purchase Plantghatinstrued in all respe
as if such invalid provision had been omitted.

28. Governing Law . Except to the extent that provisions of this Rase Plan are governed by applic
provisions of the Code or any other substantivevipron of federal law, this Purchase Plan shaltbestrued in accordar
with, and shall be governed by, the substantives lafsthe State of Delaware without regard to amyisions of Delaware la
relating to the conflict of laws.




ILLUMINA, INC.

2005 STOCK AND INCENTIVE PLAN
RESTRICTED STOCK UNIT AGREEMENT FOR NON-EMPLOYEE DI RECTORS

This RESTRICTED STOCK UNIT AGREEMENT (this “ Agreemt ") made as of this [DATE], betwe
lllumina, Inc., a Delaware corporation (the * Compd), and [NAME] (a member of the Company's Board of Dioes wh
is not an employee of the Company, the “ Partidiganis made pursuant to the terms of the Compsr3005 Stock ar
Incentive Plan (the “ Plapand the Company’s Deferred Compensation Plan“Qieérred Compensation Plan”).

Section 1 Definitions. Capitalized terms used herein but not definedl blaae the meanings set forth in

Plan.

Section 2.  Restricted Stock Unit AwardThe Company hereby confirms the grant to theiddaaint of ai
award (the *“ Award) of restricted Stock Units (the * RSUs The RSUs are notional, noreting units of measurement ba
on the Fair Market Value of the Common Stock, whigh entitle the Participant to receive a paymesutbject to the terms
the Plan, the Deferred Compensation Plan, andAbreement, in Common Stock within thirty (30) dagdlowing the
applicable Vesting Date (as defined below).

The number of RSUs subject to this Award and tifecéfe date of such grant are as follows:

Number of
RSUs Granted: [NUMBER]

Date of Grant: [DATE]

Section 3. Vesting Requirements|[ [FOR ANNUAL GRANTSTThe Award of RSUs will vest, if n
previously forfeited, on the earlier to occur df tfie oneyear anniversary of the date of grant and (ii) daée immediate!
preceding the date of the Annual Meeting of the Gany’s stockholders for the year following the yeagrant (the Vesting
Date”)][ [FOR INITIAL GRANTS UPON JOINING THE BOARDhe Award will vest over four years, if not prevaby
forfeited, with 25% vesting at the end of the figstar following the grant date of the Award, 25%tigg at the end of tl
second year following the grant date of the Awa&%% vesting at the end of the third year followihg grant date of tl
Award, and 25% vesting at the end of the fourthr yellowing the grant date of the Award (each a §tieg Date”).]

Section 4  Termination of Serviceln the event of the Participaattermination of service as a member o
Board of Directors of the Company for any reasdorpo the Vesting Date, the any unvested portibthe Award shall b
immediately forfeited and automatically cancelethaiit further action of the Company. No Sharesldielssued or issuat
with respect to any portion of the Award that tarates unvested and is forfeited.

Section 5 Payment of RSUs

(@) _General Subject to the provisions of the Deferred Comp#os Plan, payment in respect of the R
hereunder shall be made in Common Stock withiryti{BO) days following the Vesting Date. The numbéiShares to t
distributed in respect of the RSUs will be deterliim accordance with the terms of this Agreemadtthe Plan.

(b) Tax Obligations Subject to the provisions of the Deferred Comp#os Plan, the Participant shall
solely responsible for any and all federal, staig lacal taxes due with respect to the Award andg@ayment hereunder.

Section 6.  Restrictions on TransfeSubject to the provisions of the Deferred Comp&ar Plan, no portic
of the Award may be sold, assigned, transferredumbered, hypothecated or pledged in any way byPtréicipant, othe




than to the Company as a result of forfeiture ef Award as provided herein, unless and until theregat o
the RSUs in accordance with Section 5(a) hereof.

Section 7.  Limitation of Rights. The Participant shall not have any privilegesao$hareholder of tl
Company with respect to the Common Stock payahieumeler, including without limitation any right w@te such Commc
Stock or to receive dividends or other distribusiam respect thereof, until the date of the issadndhe Participant of a sh
certificate evidencing such Common Stock.

Section 8  CounterpartsThis Agreement may be executed in counterpaats) ef which shall be deemec
be an original but all of which together shall ditnge one and the same instrument.

Section 9. Binding Effect. This Agreement shall be binding upon and inur¢ht benefit of the legate
distributees, and personal representatives of éincipant and the successors of the Company.

Section 10  Entire AgreementThe Plan, the Deferred Compensation Plan, asdAhieement constitute t
entire agreement of the parties with respect tosthigect matter hereof and supersede in theiretntall prior undertaking
and agreements of the Company and Participantneibect to the subject matter hereof, and may eshadified adverse
to the Participant’s interest except by meanswfiang signed by the Company and Participant.

By your signature and the signature of the Commangpresentative below, you and the Company ata
this Award is granted under and governed by theseand conditions of the Plan, the Deferred Comgttéors Plan, and th
Agreement. Participant has reviewed the Plan, thielled Compensation Plan, and this Agreementdin #ntirety, has h:
an opportunity to obtain the advice of counsel pte@executing this Agreement and fully understaaliigprovisions of th
Plan, the Deferred Compensation Plan, and this éxgemt. Participant hereby agrees to accept asngindonclusive ar
final all decisions or interpretations of the Comgation Committee of the Board of Directors of empany upon ar
guestions relating to the Plan, the Deferred Corsgigon Plan, and this Agreement. Participant furtigrees to notify tf
head of the Company’s Human Resources Departmewiting upon any change in the residence addretisated below.

PARTICIPANT: ILLUMINA, INC.



ILLUMINA, INC.

2005 STOCK AND INCENTIVE PLAN

STOCK OPTION AGREEMENT

AUTOMATIC GRANT FOR NONEMPLOYEE DIRECTOR

All capitalized terms shall have the meaning as=igio them in the attached Appendix.

I. NOTICE OF GRANT

You have been granted an option to purchase sloar@smmon Stock of the Company, subject to the ¢
and conditions of the Plan and this Option Agreerresfollows:

Name of Optionee

Grant Date

Vesting Commencement Date

Exercise Price per Share

Number of Shares Subject to the Option

Type of Option: Nonstatutory Option

Expiration Date

Vesting Schedule Subject to accelerated vesting as set forth betlois Option may be exercised, in whole or in j
in accordance with the following schedule:

[ [FOR ANNUAL GRANTS]100% of the Optioned Shares shall vest and becomeisable on the earlier of (i) 1
one year anniversary of the date of grant of thpsidd and (ii) the date immediately preceding tlagedof the annu
meeting of the Company’s stockholders for the yellowing the year of grant of this Option, subjectOptionees
continuing to be a Director on such date.]

[ [FOR INITIAL GRANTS UPON JOINING THE BOARDhe Optioned Shares will vest over four years, at

previously forfeited, with 25% vesting at the endtloe first year following the grant date of thigpt@n and th
remaining portion vesting monthly on an equal baser the following 36 months.]

II.  AGREEMENT

A. Grant of Option. The Optionee is hereby granted an Option to @selthe number of Shares set forth ir
Notice of Grant at the per share Exercise Pricdéastt in the Noticeof Grant, subject to the terms and conditions efRan
which is incorporated herein by reference.

B. Exercise of Option.




1. Right to Exercise. This Option shall vest and become exercisabl®rie or more installments
accordance with the vesting schedule set out irNibtece of Grant and the applicable provisionsha Plan and this Optis
Agreement. As this Option becomes vested and esadig for such installments, those installmentd sikaumulate, and tr
Option shall remain vested and exercisable forat@imulated installments until the Expiration Datesooner terminatic
under this Paragraph B. In no event may this Ogtimexercised for any fractional shares.

2. PostService Exercisability

(@) Should Optionee cease to be a Director for anyoredsther tha
death) while holding this Option, then Optioneelishave a period of twelve (12) months (commenanith the dat
of such cessation of service) during which to eiserthis Option.

(b) Should Optionee die or cease to serve as a Direstar result of tt
Director’s Disability while holding this Option, &m the personal representative of Optiosasstate or the person
persons to whom this Option is transferred purst@@ptionees will or the laws of inheritance shall have thghtitc
exercise this Option. However, if Optionee hasglesied one or more beneficiaries of this Optioa form acceptab
to the Administrator, then those persons shall htheeexclusive right to exercise this Option follogy Optionees
death. Any such right to exercise this Option shegtise, and this Option shall cease to be outstgndipon th
expiration of the six (6)-month period measurearfriie date of Optionee’s death or termination.

(c) During the limited period of poservice exercisability, this Opti
may not be exercised in the aggregate for morettianumber of Optioned Shares for which this Opisoexercisab
at the time the Optionee ceases to be a Directmonlthe expiration of such limited exercise pewodif earlier) upo
the Expiration Date, this Option shall terminatel aease to be outstanding for any exercisable @gdicShares fi
which this Option has not been exercised. Howethes, Option shall, immediately upon Optione&essation as
Director for any reason, terminate and cease touistanding with respect to any Optioned Sharesntach this
Option is not otherwise at that time exercisable.

(d) In no event shall this Option be exercisable at &ame after th
Expiration Date.

3. Special Acceleration of Option

(e) In the event of a Corporate Transaction, this @psball be assum
or an equivalent option substituted by the suceessigoration or a Parent or Subsidiary of the essor corporatio
In the event that the successor corporation reficsassume or substitute for this Option, the Omeshall fully ve:
in and have the right to exercise this Option aalitof the Optioned Shares, including Optionedr8&dor which thi
Option is not otherwise exercisable. If an Opticgcdmes fully vested and exercisable in lieu of @ggion ol
substitution in the event of a Corporate Transactihe Administrator shall notify the Optionee irriting or
electronically that this Option shall be fully vedtand exercisable for a period of fifteen (15)d&gm the date
such notice, and this Option shall terminate up@nexpiration of such period.

(@) This Option, to the extent it is assumed pursuanthis Paragraph 3(a), shall
appropriately adjusted, immediately after the Comp® Transaction, to apply to the number and atdissecuritie
which would have been issuable to the Optionesisemmation of such Corporate Transaction hadQpison bee
exercised immediately prior to such Corporate Taatisn. Appropriate adjustments to reflect sucimdegtion sha
also be made to the Exercise Price under eachaodisg Option, provided the aggregate ExerciseeRuayable fc
such securities shall remain the same.

(b)  This Option Agreement shall not in any way affdet right of the Company to adjt
reclassify, reorganize or otherwise change itstabpr business structure or to merge, consolidéissolve, liquidat
or sell or transfer all or any part of its businessissets.

4. Method of Exercise This Option is exercisable through E*Trade Optiok. The Optionee will receive
welcome kit from E*Trade explaining this serviceo I[$hares shall be issued pursuant to the exer€igesoOption unles
such issuance and exercise complies with Appliceales. Assuming such compliance, for income tappses the purchas
Shares shall be considered transferred to the @g#imn the date this Option is exercised with retsfe such purchas
Shares.




5. Method of Payment Payment of the aggregate Exercise Price shalerttadugh E*Trade and may be
any of the following, or a combination thereoftta election of the Optionee:

(@) cash;
(b) check;

(c) consideration received through a special sale amittance procedure pursuant to wil
Optionee (or any other person or persons exercigiagOption) shall concurrently provide irrevocabistruction:
(i) to E*Trade to effect the immediate sale of thechased Optioned Shares and remit to the Companyf the sal
proceeds available on the settlement date, suffidiends to cover the aggregate Exercise Price lpayfor the
purchased Optioned Shares plus all applicable Bedstate and local income and employment or dtioers require
to be withheld by the Company by reason of suchiogss® and (ii) to the Company to deliver the cerdifes for th
purchased Optioned Shares directly to E*Trade deoto complete the sale; or

(d) other Shares which, in the case of Shares acqdirectly or indirectly from the Compar
(i) have been owned by the Optionee for more tliva63 months on the date of surrender, and (ijeha Fair Marke
Value on the date of surrender equal to the agtgegpercise price of the Optioned Shares for wiini Option i
exercised.

C. Non-Transferability of Option This Option may not be transferred in any maroteerwise than by will or k
the laws of descent or distribution and may be @ged during the lifetime of Optionee only by thetiOnee. Howeve
Optionee may designate one or more persons asetmefitiary or beneficiaries of this Option, andsti@ption shall, i
accordance with such designation, automaticallyrémesferred to such beneficiary or beneficiariesrufhe Optionea deat
with holding this Option. Such beneficiary or beaokfries shall take the transferred option subjectll the terms ar
conditions of this Agreement, including (withounltation) the limited time period during which th@ption may be exercis
following Optionees death. The terms of the Plan and this Option &gent shall be binding upon the execu
administrators, heirs, beneficiaries, successaisagnigns of the Optionee.

D. Term of Option. This Option shall have a maximum term of ten (€rs measured from the Grant Date
shall expire at the close of business on the EfpireDate, unless sooner terminated. This Optioy iv& exercised durit
such term only in accordance with the Plan anddhas of this Option Agreement.

E. Adjustment in Optioned SharesShould any change be made to the Common Stockdspon of any stock sp
stock dividend, recapitalization, combination o&s#s, exchange of shares or other change affatingutstanding Comm
Stock as a class without the Compansgceipt of consideration, appropriate adjustmshidl be made to (1) the total nun
and/or class of securities subject to this Optiot @) the Exercise Price in order to reflect scishnge and thereby precluc
dilution or enlargement of benefits hereunder; mied that the aggregate Exercise Price shall rethaisame.

F. Successors and AssigngExcept to the extent otherwise provided in thigi@h Agreement, the provisions of t
Option Agreement shall inure to the benefit of, dral binding upon, the Company and its successalsaasigns ar
Optionee, the legal representatives, heirs anddegaof Optiones’ estate and any beneficiaries of this Option dceseyl b
Optionee.

G. Notices. Any notice required to be given or deliveredie Company under the terms of this Option Agree
shall be in writing and addressed to the Compaiitg atrincipal corporate offices. Any notice reeurto be given or deliver
to Optionee shall be in writing and addressed ttddpe at the address indicated below Optiansgjnature line. All notict
shall be deemed effective upon personal deliverypam deposit in the U.S. mail, postage prepaidmogerly addressed
the party to be notified.

H. Entire Agreement; Construction; Governing Lakie Plan is incorporated herein by reference. The &nd thi
Option Agreement constitute the entire agreemeth@parties with respect to the subject matteedfesind supersede in tr
entirety all prior undertakings and agreementhief@Gompany and Optionee with respect to the subjatter hereof, and m
not be modified adversely to the Optionee's inteeasept by means of a writing signed by the Compamd Optione:
Subject to Section 4(c) of the Plan, in the evdrda oonflict between the terms and conditions ef Blan and the terms ¢




conditions of this Option Agreement, the terms aodditions of the Plan shall prevail. This agreememgoverned kt
the internal substantive laws, but not the choidaw rules, of California.

. IMPAIRMENT OF RIGHTS.

NOTHING IN THIS OPTION AGREEMENT OR IN THE PLAN SHA INTERFERE WITH OF
OTHERWISE RESTRICT IN ANY WAY THE RIGHTS OF THE CORANY AND THE COMPANY’'S STOCKHOLDER:
TO REMOVE OPTIONEE FROM THE BOARD AT ANY TIME IN ACORDANCE WITH THE PROVISIONS C
APPLICABLE LAW.

By your signature and the signature of the Comargpresentative below, you and the Company atyae
this Option is granted under and governed by themdeand conditions of the Plan and this Option Agrent. Optionee h
reviewed the Plan and this Option Agreement inrtbetirety, has had an opportunity to obtain thei@dof counsel prior
executing this Option Agreement and fully underdtaall provisions of the Plan and Option Agreeméiitionee herel
agrees to accept as binding, conclusive and filhadlexisions or interpretations of the Administratgoon any questio
relating to the Plan and Option Agreement. Opticiuether agrees to notify the Company upon any ghan the residen
address indicated below.

OPTIONEE: ILLUMINA, INC.

APPENDIX

The following definitions shall be in effect undéars Option Agreement:

“ Administrator” means the Board of Directors of the Company orafrgommittee of Directors appointed
the Board of Directors of the Company as shalldmaiaistering the Plan, in accordance with Sectiaf the Plan.

“ Applicable Laws” means the requirements relating to the administratif stock option plans, the gran
options and the issuance of stock under U. S. stafmrate laws, U.S. federal and state secutdigs, the Code, any Nasc
National Market, stock exchange or quotation sysb@mvhich the Common Stock is listed or quoted tnedapplicable law
of any other country or jurisdiction where Opti@are granted under the Plan, as such laws, rulgslateons and requireme
shall be in place from time to time.

“ Code” means the Internal Revenue Code of 1986, as amiend

“ Common StocK means the common stock of the Company.

“ Company” means lllumina, Inc., a Delaware corporation.

“ Consultant” means any natural person, including an advisoraged) by the Company or a Paren
Subsidiary to render services to such entity.

“ Corporate Transactiohmeans any of the following, unless the Admini&irgprovides otherwise:

(i) any merger or consolidation in which the Comparslisiot be the surviving entity (or survives
only as a subsidiary of another entity whose stolddrs did not own all or substantially all of tGemmon Stock in



substantially the same proportions as immediatedr po such transaction),

(i)  the sale of all or substantially all of the Compargssets to any other person or entity (other thar
a wholly-owned subsidiary),

(i) the acquisition of beneficial ownership of a coHing interest (including, without limitation,
power to vote) the outstanding shares of Commook3tg any person or entity (including a “group”defined by or
under Section 13(d)(3) of the Securities ExchangeofA1934, as amended),

(iv) a contested election of Directors, as a resultla€wor in connection with which the persons
who were Directors before such election or themmees (the “ Incumbent Directdiscease to constitute a majority
of the Board; provided however that if the electionnomination for election by the Company’s stumkiers, of any
new director was approved by a vote of at least fiercent (50%) of the Incumbent Directors, suetv Director shall
be considered as an Incumbent Director, or

(v) any other event specified by the Board or a Conemittegardless of whether at the time an
Option is granted or thereafter.

“ Disability " means total and permanent disability as defime8ection 22(e)(3) of the Code.

“ Employee” means any person employed by the Company or argnPar Subsidiary of the Company.
Employee shall not be deemed to cease Employagsdtgtreason of (i) any leave of absence approyetthd Company ¢
(i) transfers between locations of the Companypetween the Company, its Parent, any Subsidiargngrsuccessor. F
purposes of Incentive Stock Options, no such leaag exceed ninety days, unless reemployment uppimagion of suc
leave is guaranteed by statute or contract. If ptf@yment upon expiration of a leave of absence amat by the Company
not so guaranteed, then three (3) months followleg91* day of such leave any Incentive Stock Option hegidhe Optione
shall cease to be treated as an Incentive Stocloi®phd shall be treated for tax purposes as a tistutery Stock Optiol
Neither service as Director nor payment of a da¥'s fee by the Company shall be sufficient to caogti “employment’by
the Company.

“ Exercise Pricé’ means the price per Share that the Optionee shalkduired to pay in order to purch
Shares pursuant to an exercise of his or her Option

“ Expiration Date” means the date set forth in the Notice of Granickvis the date upon which this Opt
expires, if not terminated earlier in accordancththis Option Agreement and the Plan.

“ Fair Market Valué€’ means, as of any date, the value of Common Sdetérmined as follows:

(i) If the Common Stock is listed on any establishetlsexchange or traded on a national m:
system, including without limitation the Nasdaq iaal Market or the Nasdaqg SmallCap Market of Thaesdaqg Stoc
Market, the Fair Market Value of a Share shall ibe ¢losing selling price for the Common Stock (o tlosing bid, if n
sales were reported) as quoted on such exchargyestam on the day of determination, as reportélchenWall Street Journ
or such other source as the Administrator deeneie|

(i) If the Common Stock is regularly quoted by a redpggh securities dealer but selling prices
not reported, the Fair Market Value of a Shareldiemlthe mean between the high bid and low askegpfor the Commc
Stock on the day of determination, as reportedhe Wall Street Journadr such other source as the Administrator de
reliable; or

(i) In the absence of an established market for them@mmStock, the Fair Market Value shall
determined in good faith by the Administrator.

“ Grant Date” means the date set forth in the Notice of Grarthasdate on which the Administrator grar



this Option.

“ Incentive Stock Optiori means an Option intended to qualify as an incergiwek option within the meani
of Section 422 of the Code and the regulations pitgated thereunder.

“ Nonstatutory Stock Optioh means an Option not intended to qualify as an linerstock Option and/or
designated in the applicable Option Agreement.

“ Notice of Grant’” means the notice evidencing certain terms and tondiof this Option as set forth in Pe
of this document.

“ Option” means this stock option granted to Optionee pnsto the Plan.

“ Option Agreement means this agreement between the Company and @&@n@ptevidencing the terms ¢
conditions of this Option grant set forth in Partof this document. The Option Agreement is subjecthe terms ar
conditions of the Plan.

“ Optioned Share$means the Shares subject to this Option.

“ Optionee” means the individual to whom this Option is granteder the Plan and named in the Notic
Grant.

“ Parent” means a “parent corporationyhether now or hereafter existing, as defined iatiSe 424(e) of th
Code or any successor provision.

“ Plan” means the Illumina, Inc. 2005 Stock and InceniNan.
“ Share” means a share of the Common Stock, as adjustadciordance with Section 17 of the Plan.

“ Subsidiary” means a “subsidiary corporatiorwhether now or hereafter existing, as defined ictiSe 424(f
of the Code or any successor provision.



ILLUMINA, INC.

2005 STOCK AND INCENTIVE PLAN
RESTRICTED STOCK UNIT AGREEMENT FOR EMPLOYEES

This RESTRICTED STOCK UNIT AGREEMENT (this “ Agreemt ") made as of this day
, 20 , between lllumina, Inetaware corporation (th* Company”), and

(the “ Participant), is made pursuant to the terms of the Compag@®5 Stock and Incentive Plan (the “ PJan

Section 1.  Definitions. Capitalized terms used in this Agreement, ineigdhppendices A and B, but 1
defined shall have the meanings set forth in tiaa Pl

Section 2.  Restricted Stock Unit AwardThe Company hereby confirms the grant to theiddaaint of ai
award (the “ Award) of restricted Stock Units (the “* RSUs The RSUs are notional, noreting units of measurement ba
on the Fair Market Value of the Common Stock, whigh entitle the Participant to receive a paymesutbject to the terms
the Plan and this Agreement (including, if appliealAppendices A and B) in Common Stock on or amsas practicab
after the applicabl&/esting Date (as defined below) but in no evengrlahan thirty (30) days after the applicable \f&y
Date.

The number of RSUs subject to this Award and tifecéfe date of such grant are as follows:

Number of
RSUs Granted:

Date of Grant:

Section 3.  Vesting RequirementsA percentage of the Award will vest, if not prewsly forfeited, in th
amounts and on the respective anniversaries oéffieetive date of the grant as set forth below jettbto the Participan
continued employment with the Company or any ofSitsbsidiaries through such respective anniversatgsd(the “Vesting
Dates”").

[INSERT VESTING SCHEDULE, WHICH MAY BE TIME BASHERFORMANCE BASED, OR A COMBINATI
THEREOF ]

Section 4  Termination of Employmentin the event of the termination of the Particippaemployment wit
the Company or any of its Subsidiaries for any saasny unvested portion of any Award shall be idiaely forfeited an
automatically cancelled without further action betCompany. No Shares shall be issued or issuaittherespect to ar
portion of the Award that terminates unvested arfdrfeited.

Section 5 Payment of RSUs

(@) General Payment in respect of the RSUs hereunder shathdme in Common Stock, on or as soo
practicable after the respective Vesting Date,ibbuto event later than thirty (30) days after tpplecable Vesting Date. TI
number of Shares to be distributed in respect ®RBUs will be determined in accordance with theseof this Agreemer
including, if applicable, Appendices A and B, ahd Plan.

(b) Withholding. The Participant hereby authorizes the Comparsatisfy the obligations with regard to
income or withholding taxes (including federal,tstand local tax) (the “ TaRelated Items) by withholding otherwis
deliverable Shares with respect to RSUs, provitleavever, that (i) the Company shall only withhdbé amount of Shar
necessary to satisfy the minimum withholding amoamsuch other amount determined by the Companyoasesulting il
negative accounting consequences for the Companty(ig no fraction of a Share shall be withheldsatisfy such Tax-
Related Items. Subject to the provisions of thisti®a 5(b), the Participant will be deemed to hbeen issued the full numt




of Shares subject to the vested Award, notwithstenthat a number of the Shares are held backysfuelthe
purpose of paying the TaRelated Items due as a result of any aspect oAtrd. If Shares are withheld pursuant to
foregoing provisions of this Section 5(b), then #mount of the TaRelated Items equal to the value of a fraction &har
shall be satisfied either by (i) the Participambtigh a payment to the Company by way of cash,kcheother cash equivale
acceptable to the Company equal in value to swmttim of a Share, or (ii) express authorizatiamirthe Participant to tl
Company to deduct such amount equal to such vabre &ny amount then or thereafter payable by theng@my to th
Participant. Notwithstanding the foregoing, the @emsation Committee of the Board of Directors #mninisters the Pl
and the RSUs may, in its sole discretion and witlaoy further authorization by the Participantcele satisfy the obligatiol
with regard to the Tax Related Items by requiringttthe Participant pay in whole or in part, by vediycash, check or ott
cash equivalent acceptable to the Company any anuduhe Tax Related Items. If the Participant EFail to advance ar
payment under this Section 5 after a request b tirapany, the Company is hereby expressly authbbyehe Participant
deduct, in the Company’discretion, any required payment for the Tax ®eldtems from any amount then or therei
payable by the Company to the Participant.

Section 6. Restrictions on Transfer No portion of the Award may be sold, assigne@ngferrec
encumbered, hypothecated or pledged in any waphéyrarticipant, other than to the Company as dtrestorfeiture of th
Award as provided herein, unless and until the gayrnof the RSUs in accordance with Section 5(agdfer

Section 7.  Limitation of Rights. The Participant shall not have any privilegesao$hareholder of tl
Company with respect to the Common Stock payahieumeler, including without limitation any right w@te such Commc
Stock or to receive dividends or other distribusiom respect thereof, until the date of the issaandhe Participant of a sh
certificate evidencing such Common Stock.

Section 8 CounterpartsThis Agreement may be executed in counterpaats) ef which shall be deemec
be an original but all of which together shall ditnge one and the same instrument.

Section 9.  Binding Effect. This Agreement shall be binding upon and inur¢ht benefit of the legate
distributees, and personal representatives of dnécipant and the successors of the Company.

Section 10.  Entire Agreement The Plan and this Agreement constitute the eafgreement of the part
with respect to the subject matter hereof and sgolerin their entirety all prior undertakings agdeaments of the Compe
and the Participant with respect to the subjectenditereof, and may not be modified adversely eRarticipans interes
exceptby means of a writing signed by the Company antidiaant.

Section 11 SeverabilityThe provisions of this Agreement are severableifiady one or more provisio
are determined to be illegal or otherwise unenfalte in whole or in part, the remaining provisiatall nevertheless
binding and enforceable.

Section 12.  Electronic DeliveryThe Company has complete discretion to deliver lbgtenic means ai
documents related to current or future RSUs that beagranted under the Plan and to request théciparit’'s consent 1
participate in the Plan by electronic means. Theiddaant hereby consents to receive such docuntgntdectronic delivel
and, if requested, to agree to participate in tla@ Ehrough an ofine or electronic system established and maintalmethe
Company or a third party designated by the Company.

Section 13. NonrU.S. EmployeesNotwithstanding any provisions in this Agreementtloe Plan, if th
Participant resides in country outside the Unitéates or is otherwise subject to the law of coumifyer than the Unite
States, the RSU grant shall be subject to the iadditterms and conditions set forth in Appendito&his Agreement and
any special terms and conditions set forth in AgipeB to this Agreement for the Participant's coyrdf residence, if an
Moreover, if the Participant relocates to one @& ¢ountries included in Appendix B, the speciahteand conditions for su
country will apply to the Participant, to the extéme Company determines that the application ohgarms and conditions
necessary or advisable in order to comply with liéea or facilitate the administration of the Plarhe Appendices A and
constitute part of this Agreement.

In addition, the Company reserves the right to isgpother requirements on the RSUs and any Shagjegex
under the Plan, to the extent the Company detesning necessary or advisable in order to compti Wecal law or facilitat



the administration of the Plan, and to require Rlaeticipant to sign any additional agreements areuiaking
that may be necessary to accomplish the foregoing.

By the Participant's signature and the signaturth@fCompanys representative below, the Participant an
Company agree that this Award is granted undergowérned by the terms and conditions of the Plahthis Agreemen
including, if applicable, Appendices A and B. Thartitipant has reviewed the Plan and this Agreemieictuding, if
applicable, Appendices A and B, in their entirdtsts had an opportunity to obtain the advice of seluprior to executing tr
Agreement and fully understands all provisionstef Plan and this Agreement. The Participant heegjrges to accept
binding, conclusive and final all decisions or mpietations of the Compensation Committee of tharBf Directors of tr
Company upon any questions relating to the PlanthisdAgreement, including, if applicable, ApperaticA and B. Th
Participant further agrees to notify the head ef @ompany’s Human Resources Departmeft at i writing
upon any change in the residence address indibated.

PARTICIPANT:
SignatuTe

ILLUMINA, INC.
Print Name By

Residence Address Title



ILLUMINA, INC.

2005 STOCK AND INCENTIVE PLAN

STOCK OPTION AGREEMENT

All capitalized terms shall have the meaning assigio them in the attached Appendix.

l. NOTICE OF GRANT

You have been granted an option to purchase sloar@smmon Stock of the Company, subject to the ¢
and conditions of the Plan and this Option Agreerresfollows:

Name of Optionee

Grant Date

Vesting Commencement Date

Exercise Price per Share

Number of Shares Subject to the Option

Type of Option: X Nonstatutory Stock Option

Expiration Date

Vesting Schedule Subject to accelerated vesting as set forth belois Option may be exercised, in whol
in part, in accordance with the following schedule:

[INSERT VESTING SCHEDULE, WHICH MAY BE TIME BASHERFORMANCE BASED, OR
COMBINATION THEREOF.]

. AGREEMENT

A. Grant of Option .

1. The Optionee is hereby granted an Option to pueckias number of Shares set forth in the N
of Grant at the per share Exercise Price set farthe Notice of Grant, subject to the terms anddaons of the Plan, whic
is incorporated herein by reference.

2. If this Option is designated as an Incentive St@gkion in the Notice of Grant section of 1
Agreement, then no installment of Optioned Shaoesvhich this Option becomes exercisable shalliuédr favorable ta
treatment as an Incentive Stock Option if (anchdxtent) the aggregate Fair Market Value (detegthat the Grant Date)
the Optioned Shares for which such installment becomes exercisable hereunder would, when addin taggregate val
(determined as of the respective date or datesamitjof the Optioned Shares or other securitiesvidch this Option or ar
other Incentive Stock Options granted to Optioneer o the Grant Date (whether under the Plannyr @her option plan
the Company or any Parent or Subsidiary) first bezexercisable during the same calendar year, éx0ee Hundre
Thousand Dollars ($100,000) in the aggregate. $heuth One Hundred Thousand Dollar ($100,000) &itiaib be exceed
in any calendar year, this Option shall nevertrelErome exercisable for the excess Optioned Simasesh calendar year
a Nonstatutory Stock Option.



B. Exercise of Option.

1. Right to Exercise. This Option shall vest and become exercisablenm or more installments
accordance with the vesting schedule set out irNitiice of Grant and the applicable provisionsha Plan and this Opti
Agreement. As this Option becomes vested and esadig for such installments, those installmentd sisaumulate, and tr
Option shall remain vested and exercisable foratt@mulated installments until the Expiration Datesooner terminatic
under this Paragraph B. In no event may this Optmexercised for any fractional shares.

2. PostService Exercisability.

(@) Should Optionee cease to be a Service Providearigrreason (oth
than death or Disability) while holding this Optjothen Optionee shall have a period of [FOR EXECYH
OFFICERS: twelve (12) months] [FOR EMPLOYEES: th(8emonths] (commencing with the date of such agse
of service) during which to exercise this Option.

(b) Should Optionee die while holding this Option, thém person:
representative of Optionee’s estate or the persgeisons to whom this Option is transferred pursta Optionees
will or the laws of inheritance shall have the tigh exercise this Option. However, if Optionee Hasignated one
more beneficiaries of this Option in a form accéfgao the Administrator, then those persons dilke the exclusiy
right to exercise this Option following Optionsedeath. Any such right to exercise this Optionlldapse, and th
Option shall cease to be outstanding, upon theraipn of the twelve (12jponth period measured from the dat
Optionee’s death.

(c) Should Optionee cease to be a Service Provideedson of Disabilit
while holding this Option, then Optionee shall haveeriod of twelve (12) months (commencing wité tiate of suc
cessation of service) during which to exercise @yion.

(d) During the limited period of poservice exercisability, this Opti
may not be exercised in the aggregate for moretthmnumber of Optioned Shares for which this Opisoexercisab
at the time the Optionee ceases to be a Servioadero Upon the expiration of such limited exercpriod or (i
earlier) upon the Expiration Date, this Option sk&iminate and cease to be outstanding for anycesadle Optione
Shares for which this Option has not been exercistmvever, this Option shall, immediately upon ©Op&ek
cessation of Service Provider status for any reasominate and cease to be outstanding with réspemy Optione
Shares for which this Option is not otherwise at time exercisable.

(e) In no event shall this Option be exercisable at &ime after th
Expiration Date.

3. Special Acceleration of Option.

() In the event of a Corporate Transaction, the Bear@ommittee ma
in its discretion, (i) provide for the assumption substitution of, or adjustment to, this Optioi) &ccelerate tr
vesting of this Option; and/or (iii) provide forrigination of this Option as a result of the Corper&ransaction ¢
such terms and conditions as it deems appropiiatiding providing for the cancellation of this @m for a cas
payment to Optionee. If this Option becomes fulsted and exercisable in the event of a Corponatesaction, tr
Administrator shall notify the Optionee in writirag electronically that this Option shall be fullgsted and exercisal
for a period of fifteen (15) days from the datesath notice, and this Option shall terminate ugmexpiration ¢
such period.

(@  This Option, to the extent it is assumed pursuanthis Paragraph 3(a), shall
appropriately adjusted, immediately after the Comp® Transaction, to apply to the number and atdissecuritie
which would have been issuable to the Optionesisemmation of such Corporate Transaction hadQpison bee
exercised immediately prior to such Corporate Taatien. Appropriate adjustments to reflect suclndeztion sha
also be made to the Exercise Price under eachaodisg Option, provided the aggregate ExerciseeRuayable fc
such securities shall remain the same.

(b) This Option Agreement shall not in any way affde tight of the Company to adjt
reclassify, reorganize or otherwise change itstahpr business structure or to merge, consolidéigsolve, liquidat
or sell or transfer all or any part of its businessissets.



4. Method of Exercise. This Option is exercisable through E*Trade Opglork. The Optionee wi
receive a welcome kit from E*Trade explaining te&vice. No Shares shall be issued pursuant texeecise of this Optic
unless such issuance and exercise complies withiodye Laws. Assuming such compliance, for incasame purposes tt
purchased Shares shall be considered transferréuet@ptionee on the date this Option is exercisgld respect to sur
purchased Shares.

5. Method of Payment. Payment of the aggregate Exercise Price shalenfadugh E*Trade ai
may be by any of the following, or a combinatioeréof, at the election of the Optionee:

(@) cash;
(b) check;

(c) consideration received through a special sale amittance procedure pursuant to wil
Optionee (or any other person or persons exercigiagOption) shall concurrently provide irrevocabistruction:
(i) to E*Trade to effect the immediate sale of thechased Optioned Shares and remit to the Companyf the sal
proceeds available on the settlement date, suffidiends to cover the aggregate Exercise Price kpayfor the
purchased Optioned Shares plus all applicable Bed#ate and local income and employment or direzs require
to be withheld by the Company by reason of suchiogss® and (ii) to the Company to deliver the cerdifes for th
purchased Optioned Shares directly to E*Trade deoto complete the sale; or

(d) other Shares which, in the case of Shares acqdirectly or indirectly from the Compar
(i) have been owned by the Optionee for more tiae3 months on the date of surrender, and (iyeha Fair Marke
Value on the date of surrender equal to the agtgegpercise price of the Optioned Shares for wiini Option i
exercised.

C. Non-Transferability of Option . This Option may not be transferred in any maroteerwise than k
will or by the laws of descent or distribution andhy be exercised during the lifetime of Optioneéy dsy the Optionet
However, Optionee may designate one or more pe®iise beneficiary or beneficiaries of this Optiand this Option sha
in accordance with such designation, automatidadlytransferred to such beneficiary or beneficiatipen the Optionee’
death with holding this Option. Such beneficiarybeneficiaries shall take the transferred optidnjestt to all the terms a
conditions of this Agreement, including (withounltation) the limited time period during which th@ption may be exercis
following Optionees death. The terms of the Plan and this Option é&gent shall be binding upon the execu
administrators, heirs, beneficiaries, successaisagnigns of the Optionee.

D. Term of Option . This Option shall have a maximum term of ten (§€xrs measured from the Gi
Date and shall expire at the close of businesfierEkpiration Date, unless sooner terminated. Opson may be exercis
during such term only in accordance with the Plaah the terms of this Option Agreement.

E. Adjustment in Optioned Shares. Should any change be made to the Common Stockdson of ar
stock split, stock dividend, recapitalization, conation of shares, exchange of shares or other gehaaifecting th
outstanding Common Stock as a class without thegaowyis receipt of consideration, appropriate adjustmshédl be mac
to (1) the total number and/or class of securgiggject to this Option and (2) the Exercise Pnicerder to reflect such char
and thereby preclude a dilution or enlargementeaufefits hereunder; provided that the aggregatediSeePrice shall reme
the same.

F. Naotice of Disqualifying Disposition of Shares If this Option is designated an Incentive Stogii@n in
the Notice of Grant section of this Agreement, thies Optionee shall, upon any sale or other disiposof the Optione
Shares effected on or before the later of two ya#ies the Grant Date or one year after the exerdate, immediately noti
the Company in writing of such sale or dispositidime Optionee agrees that he or she may be sutgeicicome ta
withholding by the Company on the compensation imeaecognized from such early disposition of thdi@wed Share
acquired pursuant to this Option by payment in casbut of the current earnings paid to the Optione

G.  Successors and Assigns Except to the extent otherwise provided in thistiGh Agreement, tt
provisions of this Option Agreement shall inurethe benefit of, and be binding upon, the Compart its1successors a




assigns and Optionee, the legal representatives, dred legatees of Optioneestate and any beneficiarie:
this Option designated by Optionee.

H. Notices. Any notice required to be given or delivered he Company under the terms of this Og
Agreement shall be in writing and addressed taQbmpany at its principal corporate offices. Anyioetrequired to be givt
or delivered to Optionee shall be in writing andi@$sed to Optionee at the address indicated b@fmimnees signature line
All notices shall be deemed effective upon persaledivery or upon deposit in the U.S. mail, postagepaid and propel
addressed to the party to be notified.

I.  Entire Agreement; Construction; Governing Law . The Plan is incorporated herein by reference.
Plan and this Option Agreement constitute the erdgreement of the parties with respect to theestibpatter hereof a
supersede in their entirety all prior undertakiagel agreements of the Company and Optionee witecégo the subje
matter hereof, and may not be modified adverselyhto Optionees interest except by means of a writing signed He
Company and Optionee. Subject to Section 4(c) @fRlan, in the event of a conflict between the seamd conditions of tl
Plan and the terms and conditions of this Optione&gient, the terms and conditions of the Plan shellail. This agreeme
is governed by the internal substantive laws, loatime choice of law rules, of California.

J.  NO GUARANTEE OF CONTINUED SERVICE . OPTIONEE ACKNOWLEDGES AND AGREE
THAT THE VESTING OF SHARES PURSUANT TO THE VESTINGCHEDULE HEREOF IS EARNED ONLY B
CONTINUING AS A SERVICE PROVIDER AT THE WILL OF THEEOMPANY (AND NOT THROUGH THE ACT O
BEING HIRED, BEING GRANTED AN OPTION OR PURCHASINGHARES HEREUNDER). OPTIONEE FURTHI
ACKNOWLEDGES AND AGREES THAT THIS AGREEMENT, THE TARNSACTIONS CONTEMPLATEL
HEREUNDER AND THE VESTING SCHEDULE SET FORTH HEREINO NOT CONSTITUTE AN EXPRESS C
IMPLIED PROMISE OF CONTINUED ENGAGEMENT AS A SERVEEPROVIDER FOR THE VESTING PERIOD, F(
ANY PERIOD, OR AT ALL, AND SHALL NOT INTERFERE WITHOPTIONEE'S RIGHT OR THE COMPANYS
RIGHT TO TERMINATE OPTIONEES RELATIONSHIP AS A SERVICE PROVIDER AT ANY TIME, WH OR
WITHOUT CAUSE.

Optionee understands and agrees that this Optigrarged under and governed by the terms and ¢onslio
the Plan and this Option Agreement. Optionee heigwed the Plan and this Option Agreement in tleeatirety, has had :
opportunity to obtain the advice of counsel prmekecuting this Option Agreement and fully undamgs all provisions of tl
Plan and Option Agreement. Optionee hereby agreasdept as binding, conclusive and final all deoss or interpretatior
of the Administrator upon any questions relatinght® Plan and Option Agreement.

ILLUMINA, INC.

APPENDIX
The following definitions shall be in effect undéars Option Agreement:

A. “ Administrator ” means the Board of Directors of the Company or@mommittee of Directors appointed




the Board of Directors of the Company as shalldmaiaistering the Plan, in accordance with Sectiaf the Plan.

B. “ Applicable Laws " means the requirements relating to the administratf stock option plans, the gran
options and the issuance of stock under U. S. stafgorate laws, U.S. federal and state secutdigs, the Code, any Nasc
National Market, stock exchange or quotation systemvhich the Common Stock is listed or quoted tnedapplicable law
of any other country or jurisdiction where Opti@are granted under the Plan, as such laws, rulgslatéons and requiremel
shall be in place from time to time.

C. “ Code” means the Internal Revenue Code of 1986, as astend

D. “ Common Stock” means the common stock of the Company.

E. “ Company” means lllumina, Inc., a Delaware corporation.

F. “ Consultant ” means any natural person, including an advisoraged by the Company or a Paren
Subsidiary to render services to such entity.

G. “ Corporate Transaction” means any of the following, unless the Adminigirgrovides otherwise:

(i) any merger or consolidation in which the Compargilstot be the surviving entity (or survi\
only as a subsidiary of another entity whose stolddrs did not own all or substantially all of tBemmon Stock i
substantially the same proportions as immediatetr po such transaction),

(i)  the sale of all or substantially all of the Compangssets to any other person or entity (othet
a wholly-owned subsidiary),

(i)  the acquisition of beneficial ownership of a colitng interest (including, without limitatio
power to vote) the outstanding shares of Commonk3ty any person or entity (including a “grougs defined by «
under Section 13(d)(3) of the Securities ExchangeoA1934, as amended),

(iv)  a contested election of Directors, as a result loiclv or in connection with which the pers
who were Directors before such election or themimzes (the “ Incumbent Directof} cease to constitute a majo
of the Board; provided however that if the electionnomination for election by the Compasigtockholders, of al
new director was approved by a vote of at least fiercent (50%) of the Incumbent Directors, suetv iDirector sha
be considered as an Incumbent Director, or

(v) any other event specified by the Board or a Conemjttegardless of whether at the time
Option is granted or thereafter.

A. *“ Disability " means total and permanent disability as defime8action 22(e)(3) of the Code.

B. “ Employee” means any person employed by the Company or argnPar Subsidiary of the Company.
Employee shall not be deemed to cease Employagsdtgtreason of (i) any leave of absence approyetthdo Company ¢
(ii) transfers between locations of the Companypetween the Company, its Parent, any Subsidiarnangrsuccessor. F
purposes of Incentive Stock Options, no such leaag exceed ninety days, unless reemployment uppimagion of suc
leave is guaranteed by statute or contract. If pleyment upon expiration of a leave of absence @amat by the Company
not so guaranteed, then three (3) months followlreg91*day of such leave any Incentive Stock Option hegidhe Optione
shall cease to be treated as an Incentive Stodki®©and shall be treated for tax purposes as atstutery Stock Option.

C. “ Exercise Price” means the price per Share that the Optionee shaledpired to pay in order to purch
Shares pursuant to an exercise of his or her Option

D. “ Expiration Date " means the date set forth in the Notice of Granickvis the date upon which this Opt




expires, if not terminated earlier in accordancthhis Option Agreement and the Plan.

E. “ Fair Market Value " means, as of any date, the value of Common Siet&rmined as follows:

(i) If the Common Stock is listed on any establishetlsiexchange or traded on a national m:
system, including without limitation the Nasdaq idaal Market or the Nasdaq SmallCap Market of Thesdaqg Stoc
Market, the Fair Market Value of a Share shalllmdlosing selling price for the Common Stock (@ tlosing bid,
no sales were reported) as quoted on such exclangygstem on the day of determination, as repdriethe Wal
Street Journabr such other source as the Administrator deenebie]

(i) If the Common Stock is regularly quoted by a redpggh securities dealer but selling prices
not reported, the Fair Market Value of a Shareldtmlthe mean between the high bid and low askexspiffor th
Common Stock on the day of determination, as repom The Wall Street Journabr such other source as
Administrator deems reliable; or

(i) In the absence of an established market for them@mmStock, the Fair Market Value shall
determined in good faith by the Administrator.

F. * Grant Date " means the date set forth in the Notice of Granhaglate on which the Administrator granted
Option.

G. " Incentive Stock Option” means an Option intended to qualify as an incergigek option within the meani
of Section 422 of the Code and the regulations pigated thereunder.

H. “ Nonstatutory Stock Option” means an Option not intended to qualify as an hiverstock Option and/or
designated in the applicable Option Agreement.

I. “ Notice of Grant ” means thenotice evidencing certain terms and conditionshef Option as set forth in Pa
of this document.

J. “ Option " means this stock option granted to Optionee pmsto the Plan.

K. “ Option Agreement” means this agreement between the Company and an@ptevidencing the terms ¢
conditions of this Option grant set forth in Partof this document. The Option Agreement is subjecthe terms ar
conditions of the Plan.

L. “ Optioned Shares’ means the Shares subject to this Option.

M. “ Optionee” means the individual to whom this Option is grantedler the Plan and named in the Notic
Grant.

N. “ Parent” means a “parent corporationwhether now or hereafter existing, as defined iatie 424(e) of th
Code or any successor provision.

O. “ Plan” means the lllumina, Inc. 2005 Stock and IncenfNan.
P. “ Service Provider” means (i) an individual rendering services to tlmen@any or any Parent or Subsidian

the Company in the capacity of an Employee or Clbaasuor (ii) an individual serving as a membetiué Board of Directo
of the Company.

Q. *“ Share” means a share of the Common Stock, as adjustadciordance with Section 17 of the Plan.

R. “ Subsidiary ” means a “subsidiary corporationwhether now or hereafter existing, as defined ictiSe 424(f



of the Code or any successor provision.



SUBSIDIARIES OF THE COMPANY

Name of Subsidiary Jurisdiction Doing Business As
Avantome, Inc. Delaware Avantome, Inc.
Epicentre Technologies Corporation Wisconsin Epicentre Biotechnologies
Helixis, Inc. Delaware Helixis, Inc.
lllumina Australia Pty. Ltd. Australia lllumina Australia Pty. Ltd.
lllumina Brasil Produtos de Biotecnologia Lt Brazil lllumina Brazil

lllumina Cambridge, Ltd.
lllumina Canada, Inc.
lllumina France Holding Sarl
lllumina France Sarl
lllumina GmbH
lllumina Hong Kong Limited
lllumina Iceland ehf
lllumina Italy S.r.l.
lllumina K.K. Japan
lllumina Netherlands B.V.
lllumina New Zealand Limited
lllumina Singapore Pte. Ltd.
lllumina Trading (Shanghai) Co., Ltd.
llumina UK, Ltd.
lllumina Switzerland GmbH
lllumina Europe Limited
lllumina Denmark ApS
lllumina Productos de Espana, S.L.U.
lllumina AB

United Kingdom
New Brunswick, Canada
France
France
Germany
Hong Kong
Iceland
Italy
Japan
Netherlands
New Zealand
Singapore
China
United Kingdom
Switzerland
United Kingdom
Denmark
Spain
Sweden

**All listed subsidiaries are wholly-owned, direat indirect, subsidiaries of lllumina, Inc.

lllumina Cambridge, Ltd.
lllumina Canada, Inc.
lllumina France Holding Sarl
lllumina France Sarl
lllumina GmbH
lllumina Hong Kong Limited
lllumina Iceland ehf
lllumina Italy S.r.l.
lllumina K.K. Japan
lllumina Netherlands B.V.
lllumina New Zealand Limited
lllumina Singapore Pte. Ltd
lllumina Trading (Shanghai) Co., Ltd.
lumina UK, Ltd.
lllumina Switzerland GmbH
lllumina Europe Limited
lllumina Denmark ApS
lllumina Productos de Espana, S.L.U.
lllumina AB

**As permitted under Rule 601 of Regulation S-K, heeve omitted the names of subsidiaries, whiclifsidered in the aggregate as a single

subsidiary, would not constitute a “significant sigddary” (as defined in Rule 1-02(w) of Regulati®#X) as of the end of the year covered by this re



Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statements (Form S-3 Nos. 333-111496, 333-134012, 333-
144953 and 333-168395; Form S-4 No. 333-139111; Form S-8 Nos. 333-42866, 333-69058, 333-88808, 333-104190, 333-
114633, 333-124074, 333-125133, 333-129611, 333-134399, 333-140416, 333-147389, 333-151625, 333-159662 and 333-
168393) of lllumina, Inc. and in the related Prospectuses of our reports dated February 23, 2012, with respect to the
consolidated financial statements and schedule of Illumina, Inc., and the effectiveness of internal control over financial
reporting of lllumina, Inc., included in this Annual Report (Form 10-K) for the fiscal year ended January 1, 2012.

/sl Ernst & Young LLP

San Diego, California
February 23, 2012



Exhibit 31.1

CERTIFICATION OF JAY T. FLATLEY PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Jay T. Flatley, certify that:

1 | have reviewed this Annual Report on Form 10-HKlloimina, Inc.;

2 Based on my knowledge, this report does not corsiaynuntrue statement of a material fact or omgtéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading
with respect to the period covered by this report;

3 Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all
material respects the financial condition, resaofteperations and cash flows of the registrantfaara for, the periods
presented in this report;

4 The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and
procedures (as defined in Exchange Act Rules 13a)Hhd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d)15gr the registrant and have:

a) designed such disclosure controls and procedareaused such disclosure controls and procsdotee designed
under our supervision, to ensure that materialrinédion relating to the registrant, including itmeolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being prepared;

b) designed such internal control over finanodgarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readeregsurance regarding the reliability of financegorting and th
preparation of financial statements for externappses in accordance with generally accepted aticguprinciples;

C) evaluated the effectiveness of the registradisslosure controls and procedures and presentidsi report our
conclusions about the effectiveness of the discéosantrols and procedures, as of the end of thiegeovered by
this report based on such evaluation; and

d) disclosed in this report any change in thestegnt's internal control over financial reportitight occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an atmeport) that has
materially affected, or is reasonably likely to evélly affect, the registrant’s internal contrelen financial
reporting; and

5 The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over
financial reporting, to the registrant’s auditorsldhe audit committee of the registrant’s boardicéctors (or persons
performing the equivalent functions):

a) all significant deficiencies and material weadses in the design or operation of internal cbotrer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

b) any fraud, whether or not material, that inesl'management or other employees who have a simifiole in the
registrant’s internal control over financial repogt

Dated: February 23, 2012
/sl JAY T. FLATLEY
Jay T. Flatley
President and Chief Executive Officer



Exhibit 31.2

CERTIFICATION OF CHRISTIAN O. HENRY PURSUANT TO SEC TION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Marc Stapley, certify that:

1

I have reviewed this Annual Report on Form 10fKllumina, Inc.;

Based on my knowledge, this report does notatoreiny untrue statement of a material fact or dngttate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading
with respect to the period covered by this report;

Based on my knowledge, the financial statemeamig,other financial information included in théport, fairly present in all
material respects the financial condition, resaftsperations and cash flows of the registrantfaara for, the periods
presented in this report;

The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13e)}Hnd 15d-15(e)) and internal control over finaheporting (as
defined in Exchange Act Rules 13a-15(f) and 15d))1%gr the registrant and have:

a) designed such disclosure controls and procedareaused such disclosure controls and procsdaortee designed
under our supervision, to ensure that materialrinédion relating to the registrant, including itmeolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report is
being prepared;

b) designed such internal control over finanodgarting, or caused such internal control overrfaia reporting to be
designed under our supervision, to provide readeregsurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted aticguprinciples;

C) evaluated the effectiveness of the registradisslosure controls and procedures and presentidsi report our
conclusions about the effectiveness of the discésantrols and procedures, as of the end of thiegeovered by
this report based on such evaluation; and

d) disclosed in this report any change in thestegnt's internal control over financial reportitight occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an atmeport) that has
materially affected, or is reasonably likely to evélly affect, the registrarg’internal control over financial reportir
and

The registrant’s other certifying officer antldve disclosed, based on our most recent evaluatimorernal control over
financial reporting, to the registrant’s auditorsldahe audit committee of the registrant’s boardigéctors (or persons
performing the equivalent functions):

a) all significant deficiencies and material weadses in the design or operation of internal cbotrer financial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

b) any fraud, whether or not material, that ineslymanagement or other employees who have a simifiole in the
registrant’s internal control over financial repogt

Dated: February 23, 2012

/sl MARC STAPLEY
Marc Stapley
Senior Vice President and Chief Financial Officer



Exhibit 32.1

CERTIFICATION OF JAY T. FLATLEY PURSUANT TO 18 U.S. C. SECTION
1350, AS ADOPTED PURSUANT TO SECTION 906 OF THE SABANES-
OXLEY ACT OF 2002

In connection with the Annual Report of llluminacl (the “Company”) on Form 10-K for the year endaduary 1, 2012, as filed with the Securities
and Exchange Commission on the date hereof (thpdR®, I, Jay T. Flatley, Chief Executive Officef the Company, certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@&dBarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsSeftion 13(a) or 15(d) of the Securities Exchangeoh 1934; an

(2) The information contained in the Report faphesents, in all material respects, the finarmdaldition and results of operations of the
Company.

Dated: February 23, 2012

By: /s/ JAY T. FLATLEY
Jay T. Flatley
President and Chief Executive Officer

This certification accompanying the Report is ne¢mhed filed with the Securities and Exchange Coionsfor purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, @rweike subject to the liabilities such Section, &ndot to be incorporated by reference into any
filing of the Company under the Securities Act 883, as amended, or the Securities Exchange At®34, as amended (whether made before, on or
after the date of the Report), irrespective of gegeral incorporation language contained in suotgfi



Exhibit 32.2

CERTIFICATION OF CHRISTIAN O. HENRY PURSUANT TO 18 U.S.C.
SECTION 1350, AS ADOPTED PURSUANT TO SECTION 906 OFTHE
SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of llluminacl (the “Company”) on Form 10-K for the year endaduary 1, 2012, as filed with the Securities
and Exchange Commission on the date hereof (thpdi®, I, Christian O. Henry, Chief Financial Qféir of the Company, certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Seg@iérof the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementsSeftion 13(a) or 15(d) of the Securities Exchangeoh 1934; an
(2) The information contained in the Report faphesents, in all material respects, the finarmdaldition and results of operations of the
Company.
Dated: February 23, 2012

By: MARC STAPLEY
Marc Stapley
Senior Vice President and Chief Financial Officer

This certification accompanying the Report is ne¢mhed filed with the Securities and Exchange Cosionsfor purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, @rwihe subject to the liabilities such Section, &ndot to be incorporated by reference into any
filing of the Company under the Securities Act 883, as amended, or the Securities Exchange At334, as amended (whether made before, on or
after the date of the Report), irrespective of gegeral incorporation language contained in suatgfi



