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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q (this “Form 10-Q”), including, without limitation, statements under the headings “Management’s Discussion
and Analysis of Financial Condition and Results of Operations,” includes forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Generally,
statements that are not historical facts, including statements concerning 23andMe Holding Co.’s (the “Company,” “23andMe,” “we,” “us,” or “our”)
possible or assumed future actions, business strategies, events, or results of operations, are forward-looking statements. In some instances, these forward-
looking statements can be identified by the use of forward-looking terminology, including, without limitation, words like “believes,” “estimates,”
“anticipates,” “expects,” “intends,” “plans,” “may,” “will,” “potential,” “projects,” “predicts,” “continue,” or “should,” or, in each case, their negative or
other variations or comparable terminology. There can be no assurance that actual results will not materially differ from expectations.

The forward-looking statements contained in this Form 10-Q are based on our current expectations and beliefs, which we believe to be reasonable,
concerning future developments and their potential effects on us. Future developments affecting us may not be those that we have anticipated. These
forward-looking statements involve a number of risks, uncertainties (some of which are beyond our control), and other assumptions that may cause actual
results or performance to be materially different from those expressed or implied by these forward-looking statements. These risks and uncertainties
include, without limitation, those factors described in our Annual Report on Form 10-K for the fiscal year ended March 31, 2024 filed with the Securities
and Exchange Commission (the “SEC”) on May 30, 2024, and our subsequent reports filed with the SEC. Should one or more of these risks or
uncertainties materialize, or should any of our assumptions prove incorrect, actual results may vary in material respects from those projected in these
forward-looking statements. We undertake no obligation to update or revise any forward-looking statements, whether as a result of new information, future
events, or otherwise, except as may be required under applicable securities laws.

By their nature, forward-looking statements involve risks and uncertainties because they relate to events and depend on circumstances that may or
may not occur in the future. We caution you that forward-looking statements are not guarantees of future performance and that our actual results of
operations, financial condition, and liquidity, and developments in the industry in which we operate may differ materially from those made in or suggested
by the forward-looking statements contained in this Form 10-Q. In addition, even if our results of operations, financial condition, and liquidity, and
developments in the industry in which we operate are consistent with the forward-looking statements contained in this Form 10-Q, those results or
developments may not be indicative of results or developments in subsequent periods.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

23ANDME HOLDING CO.
CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except share and per share data)
(Unaudited)

September 30,
 2024

March 31,
 2024

ASSETS
Current assets:

Cash and cash equivalents $ 126,601 $ 216,488 
Restricted cash 1,499 1,399 
Accounts receivable, net 446 3,324 
Inventories 14,846 12,465 
Deferred cost of revenue 5,742 4,792 
Prepaid expenses and other current assets 39,650 16,841 

Total current assets 188,784 255,309 
Property and equipment, net 24,814 28,351 
Operating lease right-of-use assets 45,104 48,894 
Restricted cash, noncurrent 8,974 6,974 
Internal-use software, net 20,479 20,516 
Intangible assets, net 29,295 33,255 
Other assets 1,486 1,868 

Total assets $ 318,936 $ 395,167 

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Accounts payable (includes related party amounts of nil and $3,809, respectively) $ 6,486 $ 11,571 
Accrued expenses and other current liabilities (includes related party amounts of $1,930 and $6,752, respectively) 67,328 42,263 
Deferred revenue (includes related party amounts of $21,659 and $10,999, respectively) 69,751 64,827 
Operating lease liabilities 9,266 8,670 

Total current liabilities 152,831 127,331 
Deferred revenue, noncurrent (includes related party amounts of nil and $10,000, respectively) — 10,000 
Operating lease liabilities, noncurrent 62,422 67,845 
Other liabilities 1,754 1,471 

Total liabilities 217,007 206,647 
Commitments and contingencies (Note 11)
Stockholders’ equity

Preferred stock - par value $0.0001, 10,000,000 shares authorized as of September 30, 2024 and March 31, 2024; zero shares issued and
outstanding as of September 30, 2024 and March 31, 2024 — — 
Common stock, par value $0.0001 - Class A shares, 1,140,000,000 shares authorized, 17,514,204 and 16,169,741 shares issued and
outstanding as of September 30, 2024 and March 31, 2024, respectively; Class B shares, 350,000,000 shares authorized, 8,322,160 and
8,336,229 shares issued and outstanding as of September 30, 2024 and March 31, 2024, respectively 3 2 
Additional paid-in capital 2,403,517 2,361,606 
Accumulated deficit (2,301,591) (2,173,088)

Total stockholders’ equity 101,929 188,520 
Total liabilities and stockholders’ equity $ 318,936 $ 395,167 

 Amounts have been adjusted to reflect the reverse stock split that became effective on October 16, 2024. Refer to Note 2, “Summary of Significant Accounting Policies” and Note 19,
“Subsequent Events,” for further information about the reverse stock split.

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

(1)

(1)

(1)
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23ANDME HOLDING CO.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

(in thousands, except share and per share data)
(Unaudited)

 Three Months Ended September 30, Six Months Ended September 30,
 2024 2023 2024 2023
Revenue:

Service (includes related party revenue of $308 and $1,082 for the three months ended
September 30, 2024 and 2023, respectively, and $489 and $11,753 for the six months
ended September 30, 2024 and 2023, respectively) $ 38,514 $ 42,766 $ 73,193 $ 96,026 
Product 5,557 7,233 11,292 14,837 

Total revenue 44,071 49,999 84,485 110,863 
Cost of revenue:

Service (includes related party cost of nil and $20 for the three months ended
September 30, 2024 and 2023, respectively, and nil and $295 for the six months ended
September 30, 2024 and 2023, respectively) 18,801 25,227 36,050 52,172 
Product 2,863 3,043 5,514 6,281 

Total cost of revenue 21,664 28,270 41,564 58,453 
Gross profit 22,407 21,729 42,921 52,410 
Operating expenses:

Research and development (includes related party expenses of $(386) and $4,907 for the
three months ended September 30, 2024 and 2023, respectively, and $185 and $8,208 for
the six months ended September 30, 2024 and 2023, respectively) 41,041 54,588 85,678 116,917 
Sales and marketing 16,874 18,328 32,346 40,986 
General and administrative 23,418 25,290 55,778 76,030 
Restructuring and other charges 2,242 2,654 2,242 6,871 

Total operating expenses 83,575 100,860 176,044 240,804 
Loss from operations (61,168) (79,131) (133,123) (188,394)
Other income (expense):

Interest income, net 2,009 3,752 4,583 8,059 
Other income (expense), net 15 145 (4) 477 

Loss before income taxes (59,144) (75,234) (128,544) (179,858)
Provision for (benefit from) income taxes (41) 36 (41) 36 
 Net loss (59,103) (75,270) (128,503) (179,894)
Other comprehensive loss, net of tax — 954 — 620 
Total comprehensive loss $ (59,103) $ (74,316) $ (128,503) $ (179,274)
Net loss per share of Class A and Class B common stock attributable to common
stockholders :

Basic and diluted $ (2.32) $ (3.17) $ (5.11) $ (7.68)
Weighted-average shares used to compute net loss per share :

Basic and diluted 25,519,658 23,742,914 25,151,988 23,429,600

 Amounts have been adjusted to reflect the reverse stock split that became effective on October 16, 2024. Refer to Note 2, “Summary of Significant Accounting Policies” and Note 19,
“Subsequent Events,” for further information about the reverse stock split.

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

(1)

(1)

(1)

(1)

(1)
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23ANDME HOLDING CO.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY (DEFICIT)

(in thousands, except share and per share data)
(Unaudited)

Common Stock
Additional

Paid-In Capital Accumulated Deficit

Total Stockholders’
Equity 
(Deficit)Shares Amount 

Balance as of March 31, 2024 24,505,970 $ 2 $ 2,361,606 $ (2,173,088) $ 188,520 
Issuance of common stock upon exercise of stock options 6,889 — 58 — 58 
Issuance of common stock upon release of restricted stock units 184,838 — — — — 
Issuance of common stock upon release of restricted stock units under the 23andMe Second
Amended and Restated Annual Incentive Plan 607,222 1 6,450 — 6,451 
Net share settlements for stock-based minimum tax withholdings (4,415) — (48) — (48)
Stock-based compensation expense — — 17,923 — 17,923 
Net loss — — — (69,400) (69,400)

Balance as of June 30, 2024 25,300,504 $ 3 $ 2,385,989 $ (2,242,488) $ 143,504 

Issuance of common stock upon release of restricted stock units 484,051 — — — — 
Net share settlements for stock-based minimum tax withholdings (9,998) — (70) — (70)
Issuance of common stock under employee stock purchase plan 61,807 — 331 — 331 
Stock-based compensation expense — — 17,267 — 17,267 
Net loss — — — (59,103) (59,103)

Balance as of September 30, 2024 25,836,364 $ 3 $ 2,403,517 $ (2,301,591) $ 101,929 

Common Stock
Additional

Paid-In Capital 

Accumulated Other
Comprehensive

 Income (Loss) Accumulated Deficit

Total Stockholders’
Equity 
(Deficit)Shares Amount 

Balance as of March 31, 2023 23,059,998 $ 2 $ 2,220,941 $ (620) $ (1,506,384) $ 713,939 
Issuance of common stock upon exercise of stock options 9,036 — 85 — — 85 
Issuance of common stock upon release of restricted stock units 90,640 — — — — — 
Issuance of common stock upon release of restricted stock units under
the 23andMe Second Amended and Restated Annual Incentive Plan 448,053 — 18,630 — — 18,630 
Net share settlements for stock-based minimum tax withholdings (2,949) — (121) — — (121)
Stock-based compensation expense — — 47,915 — — 47,915 
Other comprehensive loss — — — (334) — (334)
Net loss — — — — (104,624) (104,624)

Balance as of June 30, 2023 23,604,778 $ 2 $ 2,287,450 $ (954) $ (1,611,008) $ 675,490 

Issuance of common stock upon exercise of stock options 41,428 — 388 — — 388 
Issuance of common stock upon release of restricted stock units 217,919 — — — — — 
Issuance of common stock upon release of restricted stock units under
the 23andMe Second Amended and Restated Annual Incentive Plan 2,900 — 102 — — 102 
Net share settlements for stock-based minimum tax withholdings (951) — (22) — — (22)
Issuance of common stock under employee stock purchase plan 75,477 — 1,411 — — 1,411 
Stock-based compensation expense — — 22,198 — — 22,198 
Other comprehensive income — — — 954 — 954 
Net loss — — — — (75,270) (75,270)

Balance as of September 30, 2023 23,941,551 $ 2 $ 2,311,527 $ — $ (1,686,278) $ 625,251 

 Amounts have been adjusted to reflect the reverse stock split that became effective on October 16, 2024. Refer to Note 2, “Summary of Significant Accounting Policies” and Note 19,
“Subsequent Events,” for further information about the reverse stock split.

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.

(1)(1) (1)

(1)(1) (1)

(1)
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23ANDME HOLDING CO.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)
(Unaudited)

Six Months Ended September 30,

2024 2023
Cash flows from operating activities:

Net loss $ (128,503) $ (179,894)
Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization 7,948 13,714 
Amortization and impairment of internal-use software 4,586 2,514 
Stock-based compensation expense 41,063 74,840 
Gain on disposal of property and equipment (55) (5)
Loss on disposition of Lemonaid Health Limited — 2,026 
Other operating activities — (504)
Changes in operating assets and liabilities:

Accounts receivable, net (includes related party amounts of $1 and $19 for the six months ended September 30, 2024 and 2023,
respectively) 2,878 396 
Inventories (2,381) (4,733)
Deferred cost of revenue (950) (406)
Prepaid expenses and other current assets (174) (2,433)
Operating lease right-of-use assets 3,790 3,529 
Other assets 381 664 
Accounts payable (includes related party amounts of $(3,809) and $(3,186) for the six months ended September 30, 2024 and 2023,
respectively) (5,063) (3,951)
Accrued expenses and other current liabilities (includes related party amounts of $(4,822) and $4,993 for the six months ended
September 30, 2024 and 2023, respectively) 1,899 (5,674)
Deferred revenue (includes related party amounts of $661 and $(11,753) for the six months ended September 30, 2024 and 2023,
respectively) (5,076) (22,237)
Operating lease liabilities (4,826) (4,255)
Other liabilities 283 (65)

Net cash used in operating activities (84,200) (126,474)
Cash flows from investing activities:

Purchases of property and equipment (566) (715)
Proceeds from sale of property and equipment 159 5 
Capitalized internal-use software costs (3,449) (4,758)
Net cash used in investing activities (3,856) (5,468)

Cash flows from financing activities:
Proceeds from exercise of stock options 58 473 
Proceeds from issuance of common stock under employee stock purchase plan 331 1,411 
Payments of deferred offering costs (2) (263)
Payments for taxes related to net share settlement of equity awards (118) (142)
Net cash provided by financing activities 269 1,479 

Net decrease in cash, cash equivalents and restricted cash (87,787) (130,463)
Cash, cash equivalents and restricted cash—beginning of period 224,861 395,222 
Cash, cash equivalents and restricted cash—end of period $ 137,074 $ 264,759 

Supplemental disclosures of non-cash investing and financing activities:
Purchases of property and equipment included in accounts payable and accrued expenses $ 85 $ 26 
Stock-based compensation capitalized for internal-use software costs $ 1,099 $ 2,089 

Reconciliation of cash, cash equivalents, and restricted cash within the condensed consolidated balance sheets to the amounts shown
in the condensed consolidated statements of cash flows above:

Cash and cash equivalents $ 126,601 $ 256,386 
Restricted cash, current 1,499 1,399 
Restricted cash, noncurrent 8,974 6,974 

Total cash, cash equivalents and restricted cash $ 137,074 $ 264,759 

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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23ANDME HOLDING CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1.    Organization and Description of Business

23andMe Holding Co. (the “Company” or “23andMe”) is dedicated to helping people access, understand, and benefit from the human genome.
The Company is building the leading direct-to-consumer precision medicine platform that powers its genetics-driven therapeutics and research business.
The Company is dedicated to empowering customers to optimize their health by providing consumers direct access to their genetic information,
personalized reports, actionable insights, and digital access to affordable healthcare professionals through the Company’s telehealth platform, Lemonaid
Health, Inc. (“Lemonaid Health”).

The Company pioneered direct-to-consumer genetic testing, giving consumers unique, personalized information about their genetic health risks,
ancestry, and traits. It was the first company to obtain Food and Drug Administration (“FDA”) authorization for a direct-to-consumer genetic test, and it is
the only company to have FDA authorization, clearance, or an exemption from premarket notification for all of the carrier status, genetic health risk, cancer
predisposition, and pharmacogenetics reports that the Company offers to customers.

Through the Lemonaid Health telehealth platform, the Company connects patients to licensed healthcare professionals to provide affordable and
direct online access to medical care, from consultation through treatment, for a number of common conditions, using evidence-based guidelines and up-to-
date clinical protocols. When medications are prescribed by Lemonaid Health’s affiliated healthcare professionals, patients can use Lemonaid Health’s
online pharmacy for fulfillment. Patients also can access telehealth consultations for certain 23andMe genetic reports through Lemonaid Health.

As previously disclosed, the Company formed a special committee composed of independent members of the Board of Directors (the “Special
Committee”) on March 28, 2024. The role of the Special Committee was to review strategic alternatives that may be available to the Company to maximize
stockholder value. On April 17, 2024, Anne Wojcicki, Chief Executive Officer (“CEO”), Co-Founder, and Chair of the Board of Directors of the Company
disclosed that she is considering making a proposal to acquire all of the outstanding shares of the Company that she does not currently own. Ms. Wojcicki
also indicated that she wishes to maintain control of the Company and, therefore, will not be willing to support any alternative transaction. As previously
disclosed, on July 29, 2024, the Special Committee received a preliminary non-binding indication of interest from Ms. Wojcicki to acquire all of the
outstanding shares of the Company not owned by her or her affiliates or any other stockholder that she invites to roll over their shares, for cash
consideration of $0.40 per share (on a pre-Reverse Stock Split basis) (the “Preliminary Proposal”), as set forth in Amendment No. 2 to Schedule 13D filed
by ABeeC 2.0 LLC (Ms. Wojcicki’s affiliated entity) (“ABeeC”) with the Securities and Exchange Commission (the “SEC”) on July 31, 2024. On August
2, 2024, the Company issued a press release announcing the Special Committee’s response to the Preliminary Proposal, including certain requirements for
any revised proposal from Ms. Wojcicki. As disclosed in Amendment No. 3 to Schedule 13D filed by ABeeC with the SEC on September 11, 2024, in
response to requests from the Special Committee, on September 9, 2024, Ms. Wojcicki notified the members of the Special Committee that Ms. Wojcicki
would be open to considering third-party takeover proposals for the Company. On September 17, 2024, the Company issued a press release regarding the
resignations of seven non-employee directors (collectively, the “Resigning Directors”) from the Company’s Board of Directors (the “Resignations”). As set
forth in the Resigning Directors’ resignation letter dated September 17, 2024, the Resigning Directors stated that such Resigning Directors differed from
Ms. Wojcicki on the strategic direction for the Company, and that, as a result of such difference and Ms. Wojcicki’s concentrated voting power, the
Resigning Directors believed that it was in the best interest of the Company’s stockholders to resign from the Board of Directors. In Amendment No. 4 to
Schedule 13D filed by ABeeC with the SEC on September 18, 2024, Ms. Wojcicki announced that the Company will immediately begin identifying
independent directors to join the Company’s Board of Directors. In Amendment No. 5 to Schedule 13D filed by ABeeC with the SEC on September 30,
2024, Ms. Wojcicki disclosed that she was no longer open to considering any third-party proposals to buy the Company and that she remains committed to
completing a take-private acquisition of the Company. In connection with the Company’s announcement of the appointment of three independent directors
to the Company’s Board of Directors, ABeeC filed Amendment No. 6 to Schedule 13D with the SEC on October 29, 2024. Each of the newly-appointed
independent directors was subsequently appointed to the Special Committee on November 2, 2024, See Note 19, “Subsequent Events,” for additional
details.

The Company has evaluated how it is organized and managed and has identified two reporting segments: (1) Consumer and Research Services,
and (2) Therapeutics. The Company is headquartered in Sunnyvale, California and is incorporated in the State of Delaware.
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2.    Summary of Significant Accounting Policies

Basis of Presentation and Principle of Consolidation

The Company’s unaudited condensed consolidated financial statements have been prepared in conformity with accounting principles generally
accepted in the United States of America (“GAAP”) and include the accounts of the Company and its wholly owned subsidiaries, and variable interest
entities in which it holds a controlling financial interest. All intercompany accounts and transactions have been eliminated in consolidation.

For the three and six months ended September 30, 2024 and 2023, the Company’s operations were primarily in the United States. The Company
had immaterial operations in the United Kingdom (“U.K.”) prior to the disposition of its U.K. subsidiary on August 1, 2023.

There have been no material changes to the Company’s significant accounting policies during the six months ended September 30, 2024, as
compared to the audited consolidated financial statements in the Company’s Annual Report on Form 10-K for the fiscal year ended March 31, 2024 filed
with the SEC on May 30, 2024 (the “Fiscal 2024 Form 10-K”).

Change in Capital Structure

As described more fully in Note 19, “Subsequent Events,” effective October 16, 2024, the Company effected a one-for-twenty reverse stock split
of all of its issued and outstanding shares of Class A common stock and Class B common stock (the “Reverse Stock Split”). All share and per share
amounts presented in the unaudited condensed consolidated financial statements and accompanying notes, including, but not limited to, shares issued and
outstanding, dollar amounts of common stock, additional paid-in capital, earnings/(loss) per share, and options, have been retroactively adjusted for all
periods presented in order to reflect this change in capital structure. There were no changes to the total numbers of authorized shares of Class A common
stock and Class B common stock or their respective par values per share as a result of this change.

Unaudited Interim Condensed Consolidated Financial Information

The accompanying interim condensed consolidated financial statements are unaudited. These unaudited interim condensed consolidated financial
statements (the “condensed consolidated financial statements”) have been prepared in accordance with GAAP applicable to interim financial statements.
These financial statements are presented in accordance with the rules and regulations of the SEC and do not include all disclosures normally required in
annual consolidated financial statements prepared in accordance with GAAP. As such, the information included herein should be read in conjunction with
the consolidated financial statements and accompanying notes as of and for the fiscal year ended March 31, 2024 (the “audited consolidated financial
statements”) that were included in the Fiscal 2024 Form 10-K. In management’s opinion, the unaudited interim condensed consolidated financial
statements have been prepared on the same basis as the audited consolidated financial statements, which include only normal recurring adjustments,
necessary for a fair statement of the Company’s financial position as of September 30, 2024 and its condensed consolidated results of operations and cash
flows for the six months ended September 30, 2024 and 2023. The results of operations for the three and six months ended September 30, 2024 are not
necessarily indicative of the results expected for the year ending March 31, 2025 or any other future interim or annual periods, due to among other factors,
the seasonal nature of the business.

Fiscal Year

The Company’s fiscal year ends on March 31. References to fiscal 2025 refer to the fiscal year ending March 31, 2025 and references to fiscal
2024 and fiscal 2023 refer to the fiscal years ended March 31, 2024 and March 31, 2023, respectively.

Use of Estimates

The preparation of condensed consolidated financial statements in conformity with GAAP requires management to make estimates, judgments,
and assumptions that affect the reported amounts of assets and liabilities and the related disclosure of contingent assets and liabilities at the date of the
condensed consolidated financial statements and the reported amounts of revenue and expenses during the reporting period and the accompanying notes.
Significant items subject to such estimates and assumptions include, but are not limited to the determination of standalone selling price for various
performance obligations; the estimated expected benefit period for the rate and recognition pattern of breakage revenue for
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purchases where a saliva collection kit (“kit”) is never returned for processing; the capitalization and estimated useful life of internal use software; the
useful life of long-lived assets; fair value of intangible assets acquired in business combinations; the incremental borrowing rate for operating leases; stock-
based compensation including the determination of the fair value of stock options and annual incentive bonuses payable in the form of restricted stock units
(“RSUs”); the assumptions used in going concern assessments; and the valuation of deferred tax assets and uncertain tax positions. The Company bases
these estimates on historical and anticipated results, trends, and various other assumptions that it believes are reasonable under the circumstances, including
assumptions as to future events. Actual results could differ from these estimates, and such differences could be material to the condensed consolidated
financial statements.

The Company is not aware of any specific event or circumstance that would require revisions to estimates, updates to judgments, or adjustments to
the carrying value of assets or liabilities. These estimates may change, as new events occur and/or additional information is obtained, and will be
recognized in the condensed consolidated financial statements as soon as they become known.

Concentration of Supplier Risk

Certain of the raw materials, components, and equipment associated with the deoxyribonucleic acid (“DNA”) microarrays and kits used by the
Company in the delivery of its services are available only from third-party suppliers. The Company also relies on a third-party laboratory service for the
processing of its customer samples. Shortages and slowdowns could occur in these essential materials, components, equipment, and laboratory services due
to an interruption of supply or increased demand in the industry. If the Company were unable to procure certain materials, components, equipment, or
laboratory services at acceptable prices, it would be required to reduce its laboratory operations, which could have a material adverse effect on its results of
operations.

A single supplier accounted for 100% of the Company’s total purchases of microarrays, and a separate single supplier accounted for 100% of the
Company’s total purchases of kits for the three and six months ended September 30, 2024 and 2023. One laboratory service provider accounted for 100%
of the Company’s processing of customer samples for the three and six months ended September 30, 2024 and 2023.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to a concentration of credit risk include cash, cash equivalents, and accounts
receivable. The Company maintains a majority of its cash and cash equivalents with a single high-quality financial institution, the composition and
maturities of which are regularly monitored by the Company. The Company’s revenue and accounts receivable are derived primarily from the United
States. See Note 3, “Revenue,” for additional information regarding geographical disaggregation of revenue. The Company grants credit to its customers in
the normal course of business, performs credit evaluations of its significant customers on an as-needed basis, and does not require collateral.
Concentrations of credit risk are limited as the Company’s trade receivables are primarily related to third parties, which collect its credit card receivables,
and large multinational corporations. The Company regularly monitors the aging of accounts receivable balances.

Significant customer information is as follows:

September 30,
 2024

March 31,
 2024

Percentage of accounts receivable:
Customer C 10 % 59 %
Customer F 55 % — %
Customer I — % 30 %
Customer J 14 % *
Customer K 17 % *

• less than 10%
(1) Customer C is a reseller.

(1)
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Three Months Ended September 30, Six Months Ended September 30,

2024 2023 2024 2023

Percentage of revenue:
Customer C 26 % 26 % 23 % 21 %
Customer B * * * 11 %

• less than 10%
(1) Customer C is a reseller.

Cash, Cash Equivalents and Restricted Cash

Cash consists of bank deposits held at financial institutions. Cash in U.S. banks is insured to the extent defined by the Federal Deposit Insurance
Corporation. Cash equivalents consist primarily of short-term money market funds. The Company maintains certain cash amounts restricted as to its
withdrawal or use, which are related to letters of credit in connection with the Company's Sunnyvale operating lease agreement and the Company’s credit
card processor, as well as collateral held against the Company’s corporate credit cards. The Company held total restricted cash of $10.5 million and $8.4
million as of September 30, 2024 and March 31, 2024, respectively. The increase in restricted cash related to a new letter of credit entered into by the
Company in April 2024 as collateral related to the Company’s credit card processor. On November 1, 2024, there was a $3.5 million increase in the
restricted cash balances related to an amended letter of credit entered into by the Company as collateral related to the Company’s credit card processor.

Escrow Related to Acquisition

On November 1, 2021, the Company completed its acquisition of Lemonaid Health, and upon the acquisition closing date, funds were placed in
escrow to cover a potential purchase price adjustment and to secure the indemnification obligations of the former equity holders of Lemonaid Health. In
May 2023, $6.0 million of the escrow amount was released. The remaining escrow amount of $6.2 million was released during the first quarter of fiscal
2025. Accordingly, the entire escrow amount has been released.

Liquidity and Going Concern

Going Concern

The unaudited interim condensed consolidated financial statements have been prepared assuming that the Company will continue as a going
concern, which contemplates continuity of operations, realization of assets, and the satisfaction of liabilities in the normal course of business.

In accordance with Subtopic 205-40, the Company has evaluated whether there are conditions and events, considered in the aggregate, that raise
substantial doubt about its ability to continue as a going concern within one year after the date that the unaudited interim condensed consolidated financial
statements included in this report are issued.

The Company has incurred significant operating losses as reflected in its accumulated deficit and negative cash flows from operations. As of
September 30, 2024, the Company had an accumulated deficit of $2.3 billion, and cash and cash equivalents of $126.6 million. The Company will need
additional liquidity to fund its necessary expenditures and financial commitments for 12 months after the date that the unaudited interim condensed
consolidated financial statements included in this report are issued. The Company has determined that, as of the filing date of this report, there is substantial
doubt about the Company’s ability to continue as a going concern.

To improve its financial condition and liquidity position, the Company is working to execute its business plan, manage ongoing operational
expenses, and implement cost-cutting measures, as well as raising additional capital. See Note 19, “Subsequent Events,” for additional details. The
Company’s ability to continue as a going concern, however, is contingent upon the Company’s ability to successfully implement its operational and
financial plans, and if the Company fails to do so and/or is unable to raise sufficient capital or consummate a strategic transaction, it could be forced to
modify or cease operations. While the Company believes in the viability of its strategy, there are numerous risks and uncertainties that may prevent, and
there can be no assurances regarding, the successful implementation of the Company’s operational and financial plans and/or the consummation of any
transactions. See Note 1, “Organization and Description of Business” for additional details.

(1)
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The unaudited interim condensed consolidated financial statements do not reflect any adjustments pertaining to the recoverability and
classification of assets or the amount and classification of liabilities or any other adjustments that would be necessary if the Company were unable to
continue as a going concern.

Nasdaq Deficiency Minimum Bid Price

On November 10, 2023, the Company received a deficiency letter (the “First Nasdaq Letter”) from the Nasdaq Listing Qualifications Department
(the “Staff”) of The Nasdaq Stock Market LLC (“Nasdaq”), notifying the Company that it was not in compliance with Nasdaq Listing Rule 5450(a)(1),
which requires the Company to maintain a minimum bid price of at least $1.00 per share for continued listing on The Nasdaq Global Select Market (the
“Minimum Bid Requirement”). The Company’s failure to comply with the Minimum Bid Requirement was based on its Class A common stock per share
price being below the $1.00 threshold for a period of 30 consecutive trading days. Pursuant to the First Nasdaq Letter, the Company had an initial 180
calendar days from the date of the First Nasdaq Letter to regain compliance. The Company did not regain compliance during the initial compliance period.

On May 9, 2024, the Company received a notification letter from the Staff notifying the Company that it had been granted an additional 180 days,
or until November 4, 2024, to regain compliance with the Minimum Bid Requirement, based on the Company meeting the continued listing requirement for
market value of publicly held shares and all other applicable requirements for initial listing on The Nasdaq Capital Market with the exception of the bid
price requirement, and the Company’s written notice of its intention to cure the deficiency during the second compliance period. In order to be eligible to
receive the second compliance period, the Company applied to have its Class A common stock transferred from the Nasdaq Global Select Market to the
Nasdaq Capital Market.

In connection with the foregoing, on July 16, 2024, the Company filed a Definitive Proxy Statement on Schedule 14A with the SEC in connection
with the Company’s 2024 Annual Meeting of Stockholders, which was held on August 26, 2024 (the “Annual Meeting”). At the Annual Meeting, the
Company’s stockholders, by an affirmative vote of the holders of at least two-thirds (67%) of the voting power of the outstanding shares of the Company’s
Class A common stock and Class B common stock voting together as a single class, approved a proposal authorizing the Company’s Board of Directors, in
its discretion, to effect a reverse stock split of the Company’s outstanding shares of Class A common stock and Class B common stock, respectively, by a
ratio of not less than one-for-five and not more than one-for-thirty, with the exact ratio to be set within this range by the Company’s Board of Directors in
its sole discretion. On October 7, 2024, the Company’s Board of Directors approved the Reverse Stock Split at a ratio of one-for-twenty. The Reverse Stock
Split became effective as of 12:01 a.m. Eastern Time on October 16, 2024, and on October 30, 2024, the Company regained compliance with the Minimum
Bid Requirement. See Note 19, “Subsequent Events,” for additional details.

Nasdaq Deficiency Independent Directors

On September 18, 2024, the Company received a deficiency letter from the Staff, notifying the Company that the Company was not in compliance
with Nasdaq Listing Rule 5605 (the “Second Nasdaq Letter”). Specifically, as a result of the Resignations, the Company was no longer in compliance with
the following (collectively, the “Corporate Governance Requirements”):

• Nasdaq Listing Rule 5605(b), which requires, among other things, that a majority of the Company’s Board of Directors be comprised of
Independent Directors (as defined in Nasdaq Listing Rule 5605(a)(2));

• Nasdaq Listing Rule 5605(c), which requires, among other things, that the Company have an Audit Committee that has at least three
members, each of whom must (i) be an Independent Director, (ii) meet the criteria for independence set forth in Rule 10A-3(b)(1) under the
Securities Exchange Act of 1934, as amended, (iii) not have participated in the preparation of the financial statements of the Company or any
current subsidiary of the Company at any time during the past three years, and (iv) be able to read and understand fundamental financial
statements;

• Nasdaq Listing Rule 5605(d), which requires, among other things, that the Company have a Compensation Committee that has at least two
members, each of whom must be an Independent Director; and

• Nasdaq Listing Rule 5605(e), which requires, among other things, that the Company have Independent Director oversight of director
nominations.

Pursuant to the Second Nasdaq Letter, the Company had until October 3, 2024 to submit a plan to regain compliance with the Corporate
Governance Requirements (the “Plan”) for the Staff’s review. The Company submitted the
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Plan to the Staff on September 26, 2024, and on October 30, 2024, the Company regained compliance with the Corporate Governance Requirements. See
Note 19, “Subsequent Events” for additional details.

Recently Issued Accounting Pronouncements Not Yet Effective

In November 2023, the Financial Accounting Standard Board (“FASB”) issued Accounting Standard Updated (“ASU”) No. 2023-07, Segment
Reporting (Topic 280): Improvements to Reportable Segment Disclosures, which requires disclosure of incremental segment information on an annual and
interim basis. This ASU is effective for fiscal years beginning after December 15, 2023, and interim periods within fiscal years beginning after December
15, 2024, and requires retrospective application to all prior periods presented in the financial statements. Early adoption is permitted. The Company is
currently evaluating the impacts of the new standard.

In December 2023, the FASB issued ASU No. 2023-09, Income Taxes (Topic 740): Improvements to Income Tax Disclosures, which expands
disclosures in an entity’s income tax rate reconciliation table and income taxes paid information. This ASU is effective for fiscal years beginning after
December 15, 2024 and may be adopted on a prospective or retrospective basis. Early adoption is permitted. The Company is currently evaluating the
impacts and method of adoption.

In November 2024, the FASB issued ASU No. 2024-03, Income Statement-Reporting Comprehensive Income-Expense Disaggregation
Disclosures, which requires more detailed information about specified categories of expenses (purchases of inventory, employee compensation,
depreciation, amortization, and depletion) included in certain expense captions presented on the face of the income statement. This ASU is effective for
fiscal years beginning after December 15, 2026, and for interim periods within fiscal years beginning after December 15, 2027. Early adoption is permitted.
The amendments may be applied either (1) prospectively to financial statements issued for reporting periods after the effective date of this ASU or (2)
retrospectively to all prior periods presented in the financial statements. The Company is currently evaluating the impact of this new standard.
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3.    Revenue

Disaggregation of Revenue

The following table presents revenue by category:

Three Months Ended September 30, Six Months Ended September 30,

2024 2023 2024 2023
Amount % of Revenue Amount % of Revenue Amount % of Revenue Amount % of Revenue

(in thousands, except percentages)

Point in Time 
Personal genome service
(“PGS”) $ 27,652 63 % $ 34,202 68 % $ 52,049 62 % $ 65,961 59 %
Telehealth 4,890 11 % 6,872 14 % 9,929 12 % 15,157 14 %
Consumer services 32,542 74 % 41,074 82 % 61,978 74 % 81,118 73 %
Research services — — % — — % 344 — % 2,353 2 %

Total $ 32,542 74 % $ 41,074 82 % $ 62,322 74 % $ 83,471 75 %

Over Time 
PGS $ 9,515 22 % $ 5,400 11 % $ 17,624 20 % $ 10,670 10 %
Telehealth 1,533 3 % 2,184 4 % 3,141 4 % 4,423 4 %
Consumer services 11,048 25 % 7,584 15 % 20,765 24 % 15,093 14 %
Research services 481 1 % 1,341 3 % 1,398 2 % 12,299 11 %

Total $ 11,529 26 % $ 8,925 18 % $ 22,163 26 % $ 27,392 25 %
 
Revenue by Category 
PGS $ 37,167 84 % $ 39,602 79 % $ 69,673 82 % $ 76,631 69 %
Telehealth 6,423 15 % 9,056 18 % 13,070 16 % 19,580 18 %
Consumer services 43,590 99 % 48,658 97 % 82,743 98 % 96,211 87 %
Research services 481 1 % 1,341 3 % 1,742 2 % 14,652 13 %

Total $ 44,071 100 % $ 49,999 100 % $ 84,485 100 % $ 110,863 100 %

(1) There was no Therapeutics revenue for the three and six months ended September 30, 2024 and 2023.

The following table summarizes revenue by region based on the shipping address of customers:

Three Months Ended September 30, Six Months Ended September 30,

2024 2023 2024 2023
Amount % of Revenue Amount % of Revenue Amount % of Revenue Amount % of Revenue

(in thousands, except percentages)

United States $ 38,671 88 % $ 42,185 84 % $ 73,956 88 % $ 85,511 77 %
United Kingdom 1,968 4 % 4,163 8 % 4,092 5 % 18,518 17 %
Canada 2,402 5 % 2,558 5 % 4,417 5 % 4,728 4 %
Other regions 1,030 3 % 1,093 3 % 2,020 2 % 2,106 2 %

Total $ 44,071 100 % $ 49,999 100 % $ 84,485 100 % $ 110,863 100 %

(1)

(1)

(1)
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Breakage Revenue

The Company sells through multiple channels, including direct-to-consumer via the Company’s website and through online retailers. If the
customer does not return the kit for processing, services cannot be completed by the Company, potentially resulting in unexercised rights (“breakage”)
revenue. The Company recognized breakage revenue from unreturned kits of $5.4 million and $4.3 million for the three months ended September 30, 2024
and 2023, respectively, and $9.4 million and $8.9 million for the six months ended September 30, 2024 and 2023, respectively.

Contract Balances

Accounts receivable are recorded when the right to consideration becomes unconditional. Contract assets include amounts associated with
contractual rights related to consideration for performance obligations in the Company's Research Services contracts and are included in prepaid expenses
and other current assets on the condensed consolidated balance sheets. The amount of contract assets was immaterial as of September 30, 2024 and
March 31, 2024.

Contract liabilities consist of deferred revenue. As of September 30, 2024 and March 31, 2024, deferred revenue for consumer services was $47.2
million and $52.3 million, respectively. Of the $52.3 million of deferred revenue for consumer services as of March 31, 2024, the Company recognized
$10.8 million and $32.4 million as revenue during the three and six months ended September 30, 2024, respectively.

As of September 30, 2024 and March 31, 2024, deferred revenue for research services was $22.6 million and $22.5 million, respectively. As of
September 30, 2024 and March 31, 2024, deferred revenue for research services included $21.7 million and $21.0 million, respectively, of related party
deferred revenue. Of the $22.5 million of deferred revenue for research services as of March 31, 2024, the Company recognized $0.4 million and $1.4
million as revenue during the three and six months ended September 30, 2024, respectively, which included related party revenue of $0.3 million and $0.5
million for the three and six months ended September 30, 2024, respectively.

Remaining Performance Obligations

The transaction price allocated to remaining performance obligations represents contracted revenue that has not yet been recognized, which
includes deferred revenue and amounts that are expected to be billed and recognized as revenue in future periods. The Company has utilized the practical
expedient available under ASC Topic 606, Revenue from Contracts with Customers (“ASC 606”) to not disclose the value of unsatisfied performance
obligations for PGS and telehealth as those contracts have an expected length of one year or less. As of September 30, 2024, the aggregate amount of the
transaction price allocated to remaining performance obligations for research services was $26.7 million. The Company expects to recognize revenue of
approximately 86% of this amount over the next 12 months and the remainder thereafter. During the three and six months ended September 30, 2024 and
2023, revenue recognized for performance obligations satisfied in prior periods were immaterial.

4.    Collaborations

GlaxoSmithKline Agreement and Subsequent Amendments

In July 2018, the Company and an affiliate of GlaxoSmithKline (“GSK”) entered into a four-year exclusive drug discovery and development
collaboration agreement, amended in 2019 and 2021, respectively (as amended, the “original GSK Agreement”), for collaboration on identification and
development of therapeutic agents with a unilateral option for GSK to extend the term for an additional year. In January 2022, GSK elected to exercise the
option to extend the exclusive target discovery term for an additional year to July 23, 2023, after which it expired under the original GSK Agreement.

The Company has concluded that GSK is considered a customer. Therefore, the Company applied the guidance in ASC 606 to account for and
present consideration received from GSK related to research services provided by the Company. The Company’s activities under the original GSK
Agreement, which included reporting, drug target discovery, and joint steering committee participation, represented one combined performance obligation
to deliver research services. The Company recognized research services revenue related to the original GSK Agreement as the respective performance
obligations were satisfied using an input method to measure progress. In addition, the original GSK Agreement, provided GSK the right to include certain
identified pre-existing Company programs in the collaboration at GSK’s election, each of which was considered distinct from the research services.

Prior to the expiration of the original GSK Agreement, drug targets were identified for inclusion in the collaboration during the performance of
research services. Cost sharing related to the performance of research services was recorded when incurred within cost of revenue in the Consumer and
Research Services segment.
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For the drug targets that had been identified for inclusion in the original collaboration, the Company and GSK continue to equally share in the
costs of further research, development, and commercialization of identified targets under the original GSK Agreement, subject to certain rights of either
party to opt-out of funding at certain predetermined development milestones. These cost-sharing charges for the program costs incurred subsequent to the
identification of drug targets have been included in research and development expense on the condensed consolidated statements of operations and
comprehensive loss during the period incurred. The Company may also share in the net profits or losses of products that are commercialized pursuant to the
collaboration or receive royalties on products which are successfully commercialized.

In October 2023, the Company entered into an amendment to the original GSK Agreement (the “2023 GSK Amendment”) to provide GSK with a
non-exclusive license to certain new, de-identified, aggregated data included in the Company’s database (the “New Data”), as well as access to certain
Company research services with respect to such New Data in return for a $20.0 million data access fee, which the Company received during fiscal 2024.
The license to the New Data will expire one year from the date GSK provides the Company with a notice that GSK was ready to use the New Data (the
“Data Use Notice”); in September 2024, the Company and GSK agreed to extend the deadline for the Data Use Notice from September 30, 2024 to October
28, 2024. Revenue attributable to the New Data license was accounted for upon the satisfaction of performance obligations and was recognized upon the
Company’s receipt of the Data Use Notice from GSK, which occurred on October 28, 2024. Revenue attributable to research services will be recognized as
the performance obligation is satisfied using an input method to measure progress. The Company believes that actual hours incurred relative to
contractually agreed upon hours is the most accurate measurement of progress for the input method. As of September 30, 2024, deferred revenue associated
with the New Data access was $20.0 million. The license to the New Data will expire on October 28, 2025.

Pursuant to the 2023 GSK Amendment, the Company opted-out of cost-sharing and other research and development obligations with respect to
three programs initiated by GSK and the Company under the original GSK Agreement. The Company will retain rights to receive low to mid-single digit
royalties on net sales of products developed in these three programs.

The Company recognized research services revenue related to the original GSK Agreement of nil and $1.1 million during the three months ended
September 30, 2024 and 2023, respectively, and nil and $11.8 million during the six months ended September 30, 2024 and 2023, respectively. The
Company recognized research services revenue related to the 2023 GSK Amendment of $17 thousand during the three and six months ended September 30,
2024. The Company did not recognize research services revenue related to the 2023 GSK Amendment during the three and six months ended
September 30, 2023.

As of September 30, 2024 and March 31, 2024, the Company had deferred revenue of $20.0 million related to the 2023 GSK Amendment. Cost-
sharing amounts incurred prior to the identification of targets included in cost of revenue were nil during the three and six months ended September 30,
2024, and immaterial for the three and six months ended September 30, 2023. Cost-sharing amounts incurred subsequent to the identification of targets,
included in research and development expenses, were $(0.4) million and $0.2 million during the three and six months ended September 30, 2024,
respectively, and $4.9 million and $8.2 million during the three and six months ended September 30, 2023, respectively. As of September 30, 2024 and
March 31, 2024, the Company had $1.9 million and $10.6 million, respectively, related to balances of amounts payable to GSK for reimbursement of
shared costs included within accounts payable and accrued expenses and other current liabilities on the condensed consolidated balance sheets.

GSK’s affiliate, Glaxo Group Limited, is considered as a related party to the Company. See Note 18 “Related Party Transactions.”

5.    Segment Information

The Company currently operates in two reporting segments: (1) Consumer and Research Services, and (2) Therapeutics. The Consumer and
Research Services segment consists of revenue and expenses from PGS and telehealth, as well as research services revenue and expenses from certain
collaboration agreements (including the original GSK Agreement). The Therapeutics segment consists of revenues from the out-licensing of intellectual
property associated with identified drug targets and expenses related to therapeutic product candidates under clinical development. Substantially all of the
Company’s revenues are derived from the Consumer and Research Services segment. See Note 3, “Revenue — Revenue Recognition,” for additional
information. There are no inter-segment sales.

Certain department expenses such as Finance, Legal, Regulatory and Supplier Quality, Corporate Communications, Corporate Development, and
CEO Office are not reported as part of the reporting segments as reviewed by the CODM (as defined below). These amounts are included in Unallocated
Corporate in the reconciliations below. The chief operating decision-maker (“CODM”) is the CEO. The CODM evaluates the performance of each segment
based on
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Adjusted EBITDA. Adjusted EBITDA is a non-GAAP financial measure that is defined as net income (loss) before net interest income (expense), net other
income (expense), income tax expenses (benefit), depreciation and amortization, impairment charges, stock-based compensation expense, and other items
that are considered unusual or not representative of underlying trends of the Company’s business, including but not limited to: litigation settlements, gains
or losses on dispositions of subsidiaries, transaction-related costs, and cyber security incident expenses, net of probable insurance recoveries, if applicable
for the periods presented.

Adjusted EBITDA is a key measure used by the Company’s management and Board of Directors to understand and evaluate the Company’s
operating performance and trends, to prepare and approve the annual budget, and to develop short-term and long-term operating plans.

The Company’s revenue and Adjusted EBITDA by segment is as follows:

Three Months Ended September 30, Six Months Ended September 30,

2024 2023 2024 2023
(in thousands)

Segment Revenue: 
Consumer and Research Services $ 44,071 $ 49,999 $ 84,485 $ 110,863 

Total revenue $ 44,071 $ 49,999 $ 84,485 $ 110,863 
Segment Adjusted EBITDA:
Consumer and Research Services Adjusted EBITDA $ (8,633) $ (6,673) $ (17,474) $ (12,275)
Therapeutics Adjusted EBITDA (11,975) (26,224) (24,392) (57,363)
 Unallocated Corporate (12,804) (12,156) (26,708) (25,215)

Total Adjusted EBITDA $ (33,412) $ (45,053) $ (68,574) $ (94,853)
Reconciliation of net loss to Adjusted EBITDA:
Net loss $ (59,103) $ (75,270) $ (128,503) $ (179,894)
Adjustments:
Interest income, net (2,009) (3,752) (4,583) (8,059)
Other (income) expense, net (15) (145) 4 (477)
Provision for (benefit from) income taxes (41) 36 (41) 36 
Depreciation and amortization 4,972 4,474 8,983 8,951 
Amortization of acquired intangible assets 1,775 3,638 3,551 7,277 
Stock-based compensation expense 19,486 23,741 41,063 74,840 
Loss on disposition of Lemonaid Health Limited and transaction-
related costs — 2,127 — 2,375 
Litigation settlement cost — 98 — 98 
Cyber security incident expenses, net of probable insurance
recoveries 1,523 — 10,952 — 

Total Adjusted EBITDA $ (33,412) $ (45,053) $ (68,574) $ (94,853)

(1) There was no Therapeutics revenue for the three and six months ended September 30, 2024 and 2023.

(2) Refer to Note 17, “Disposition of Subsidiary” for additional information.

(3) Refer to Note 11, “Cyber Security Incident” for additional information.

(1)

(2)

(3)
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Customers accounting for 10% or more of segment revenues were as follows:

Three Months Ended September 30, Six Months Ended September 30,

2024 2023 2024 2023

(in thousands)

Consumer and Research
Services Segment Revenue:

Customer C $ 11,586 26 % $ 13,040 26 % $ 19,163 23 % $ 22,751 21 %
Customer B * * * * * * $ 11,753 11 %

• less than 10%

(1) Customer C is a reseller.

(2) Customer C revenues are primarily in the United States.

(3) Customer B revenues are in the U.K.

Revenue from customers by service and by geographical region can be found in the revenue recognition disclosures in Note 3, “Revenue.”
Substantially all of the Company’s property and equipment, net of depreciation and amortization, was located in the United States during the periods
presented. The reporting segments do not present total assets as they are not reviewed by the CODM when evaluating their performance.

6.    Variable Interest Entities

In providing telehealth services that include professional medical consultations, the Company maintains relationships with various affiliated
professional medical corporations (“PMCs”). Additionally, with respect to its telehealth services involving the sale of prescription products, the Company
maintains relationships with affiliated pharmacies (collectively, the “Affiliated Pharmacies”) to fill prescriptions that are ordered by the Company’s
patients. On February 15, 2024, the Company acquired full ownership of the active Affiliated Pharmacies, and thereafter the Company ceased to treat the
Affiliated Pharmacies as Variable Interest Entities (“VIEs”). The Company determined that the PMCs are, and prior to being acquired by the Company, the
Affiliated Pharmacies were, VIEs, in each case due to the respective equity holders having nominal capital at risk and the Company having a variable
interest in each of the PMCs and, prior to acquiring them, the Affiliated Pharmacies. Until February 15, 2024, the Company consolidated the PMCs and
Affiliated Pharmacies under the VIE model since the Company had the power to direct activities that most significantly impact the VIEs’ economic
performance and the right to receive benefits or the obligation to absorb losses that could potentially be significant to the VIEs. Under the VIE model, the
Company presents the results of operations and the financial position of the VIEs as part of the condensed consolidated financial statements of the
Company. There was no impact to the Company’s condensed consolidated financial statements as a result of the Affiliated Pharmacies being acquired by
the Company.

Furthermore, as a direct result of the financial support the Company provided to the VIEs (e.g., loans), the interests held by holders lacked
economic substance and did not provide them with the ability to participate in the residual profits or losses generated by the VIEs. Therefore, all income
and expenses recognized by the VIEs were allocated to the Company’s stockholders.

The aggregate carrying value of total assets and total liabilities included on the condensed consolidated balance sheets for the VIEs after
elimination of intercompany transactions were not material as of September 30, 2024 and March 31, 2024. Total revenue included in the condensed
consolidated statements of operations and comprehensive loss for the VIEs after elimination of intercompany transactions was $0.9 million and $8.5
million for the three months ended September 30, 2024 and 2023, respectively, and $1.8 million and $17.5 million for the six months ended September 30,
2024 and 2023, respectively. The Company maintains the ability to control the VIEs, is entitled to substantially all of the economic benefits from the VIEs,
and is obligated to absorb all expected losses of the VIEs.

(1)(2)

(3)
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7.    Fair Value Measurements

Recurring Fair Value Measurements

The fair value of cash, restricted cash, accounts receivable, accounts payable, and accrued liabilities are stated at their carrying value, which
approximates fair value due to the short time to the expected receipt or payment date as of September 30, 2024 and March 31, 2024.

Cash equivalents consist primarily of money market funds and are classified within Level 1 of the fair value hierarchy because they are valued
using quoted market prices in active markets. As of September 30, 2024 and March 31, 2024, the Company had $121.0 million and $211.0 million,
respectively, held in money market funds.

The Company had no transfers between levels of the fair value hierarchy of its assets and liabilities measured at fair value during the six months
ended September 30, 2024 and the fiscal year ended March 31, 2024.

Nonrecurring Fair Value Measurements

Identifiable assets and liabilities acquired or assumed are measured separately at their fair values as of the acquisition date. Certain of the
Company’s assets, including intangible assets, are measured at fair value on a nonrecurring basis and are classified in Level 3 of the fair value hierarchy.
No nonrecurring fair value measurements were required during the three and six months ended September 30, 2024 and 2023.

8.    Balance Sheet Components

Prepaid Expense and Other Current Assets

Prepaid expense and other current assets consisted of the following:

September 30, 2024 March 31, 2024

(in thousands)

Prepaid expenses $ 12,894 $ 9,296 
Insurance recovery receivable 22,633 2,188 
Other receivables 1,751 3,563 
Other current assets 2,372 1,794 

Prepaid expenses and other current assets $ 39,650 $ 16,841 

Property and Equipment, Net

Property and equipment, net consisted of the following:

September 30, 2024 March 31, 2024

(in thousands)

Computer equipment and software $ 7,392 $ 7,485 
Laboratory equipment and software 51,363 51,635 
Furniture and office equipment 8,937 8,929 
Leasehold improvements 41,467 41,180 
Capitalized asset retirement obligations 853 853 
Property and equipment, gross 110,012 110,082 
Less: accumulated depreciation and amortization (85,198) (81,731)

Property and equipment, net $ 24,814 $ 28,351 

Depreciation and amortization expense was $2.0 million and $3.0 million for the three months ended September 30, 2024 and 2023, respectively,
and $4.0 million and $6.0 million for the six months ended September 30,
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2024 and 2023, respectively. There were no impairments to property and equipment for the three and six months ended September 30, 2024 and 2023.

Operating Lease Right-Of-Use Assets, Net

Operating lease right-of-use assets, net consisted of the following:

September 30, 2024 March 31, 2024

(in thousands)

Operating lease right-of-use assets $ 85,166 $ 85,166 
Less: accumulated amortization (40,062) (36,272)

Operating lease right-of-use assets, net $ 45,104 $ 48,894 

Internal-Use Software, Net

Internal-use software, net consisted of the following:

September 30, 2024 March 31, 2024

(in thousands)

Capitalized internal-use software $ 39,296 $ 35,918 
Less: accumulated amortization (18,817) (15,402)

Internal-use software, net $ 20,479 $ 20,516 

The Company capitalized $3.2 million and $3.4 million in internal-use software during the three months ended September 30, 2024 and 2023,
respectively, and $4.5 million and $6.8 million in internal-use software during the six months ended September 30, 2024 and 2023, respectively. In
addition, the Company wrote off $1.1 million of internal-use software during the three months ended September 30, 2023 related to the disposition of
Lemonaid Health Limited, refer to Note 17 “Disposition of Subsidiary,” for additional information.

Amortization of internal-use software was $1.6 million and $1.3 million for the three months ended September 30, 2024 and 2023, respectively,
and $3.4 million and $2.5 million for the six months ended September 30, 2024 and 2023, respectively. Impairment to internal-use software was $1.2
million and nil for the three and six months ended September 30, 2024 and 2023, respectively.

Intangible Assets, Net

Intangible assets, net consisted of the following:

September 30, 2024
Weighted Average

Remaining Useful Life
(Years)

Gross Carrying
Amount

Accumulated
Amortization Net Carrying Amount

(in thousands, except years)

Customer relationships 0.0 $ 14,900 $ (14,900) $ — 
Partnerships 7.1 9,000 (2,625) 6,375 
Trademark 2.1 11,000 (6,417) 4,583 
Developed technology 4.1 24,100 (10,042) 14,058 
Non-compete agreements 2.1 2,800 (1,633) 1,167 
Patents 4.0 5,500 (2,388) 3,112 
Total intangible assets $ 67,300 $ (38,005) $ 29,295 
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 March 31, 2024
Weighted Average

Remaining Useful Life
(Years)

Gross Carrying
Amount

Accumulated
Amortization Net Carrying Amount

(in thousands, except years)

Customer relationships 0.0 $ 14,900 $ (14,900) $ — 
Partnerships 7.6 9,000 (2,175) 6,825 
Trademark 2.6 11,000 (5,317) 5,683 
Developed technology 4.6 24,100 (8,320) 15,780 
Non-compete agreements 2.6 2,800 (1,353) 1,447 
Patents 4.5 5,500 (1,980) 3,520 
Total intangible assets $ 67,300 $ (34,045) $ 33,255 

Amortization expense for intangible assets was $2.0 million and $3.8 million for the three months ended September 30, 2024 and 2023,
respectively, and $4.0 million and $7.7 million for six months ended September 30, 2024 and 2023, respectively. There was no impairment to intangible
assets during the three and six months ended September 30, 2024 and 2023.

Estimated future amortization expense of the identified intangible assets as of September 30, 2024 was as follows:

 Estimated
Amortization

 (in thousands)

Fiscal years ending March 31,  
Remainder of 2025 (Remaining six months) $ 3,960 
2026 7,919 
2027 6,769 
2028 5,006 
2029 3,175 
Thereafter 2,466 

Total estimated future amortization expense $ 29,295 

Accrued Expense and Other Current Liabilities

Accrued expense and other current liabilities consisted of the following:

September 30, 2024 March 31, 2024

(in thousands)

Accrued payables $ 8,660 $ 9,697 
Accrued settlement and legal expenses 34,525 3,260 
Accrued compensation and benefits 3,235 4,266 
Accrued vacation 6,643 7,221 
Accrued bonus 7,696 7,420 
Accrued clinical expenses 5,467 9,291 
Accrued taxes and other 1,102 1,108 

Total accrued expenses and other current liabilities $ 67,328 $ 42,263 
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9.    Restructuring

In June 2023, the Company approved a reduction in force intended to restructure and align strategically its workforce with the Company’s strategy
and to reduce the Company’s operating costs, primarily in the Consumer and Research Services segment. Subsequently in August 2023, the Company
approved another reduction in force primarily intended to restructure and strategically align the Therapeutics segment’s workforce. On August 1, 2024, the
Board of Directors of the Company determined that it was in the best interests of the Company and its stockholders to cease operations of the Therapeutics
Discovery portion of the Company’s Therapeutics segment, effective August 9, 2024. During the three and six months ended September 30, 2024, the
Company recorded restructuring charges of $2.2 million within restructuring and other charges in the condensed consolidated statements of operations, of
which $1.9 million was related to cash severance payments and benefits continuation in connection with this reduction in force. During the three and six
months ended September 30, 2023, the Company recorded restructuring charges of $2.7 million and $6.9 million, respectively, within restructuring and
other charges in the condensed consolidated statements of operations, of which $2.7 million and $6.3 million, respectively, was related to cash severance
payments and benefits continuation.

The following table shows the total amount incurred and accrued related to one-time employee termination benefits:

One-Time Employee
Termination Benefits

(in thousands)

Accrued restructuring costs included in accrued expenses and other current liabilities as of March 31, 2024 $ 22 
Restructuring charges incurred during the period 2,242 
Amounts paid during the period (2,017)

Accrued restructuring costs included in accrued expenses and other current liabilities as of September 30, 2024 $ 247 

The Company does not expect to incur any further material expenses in connection with the Therapeutics Discovery RIF.

10.    Leases

The Company has entered into operating leases for its corporate offices, lab facilities, and storage spaces, with remaining contractual periods
ranging from 1.3 years to 6.8 years. For the Company’s facility in Sunnyvale, California (the “Sunnyvale facility”), there is an option to extend the lease for
a period of seven years. The Company is not reasonably certain that it will exercise this option and therefore it is not included in its right-of-use (“ROU”)
assets and lease liabilities as of September 30, 2024. The Company did not have any finance leases for the periods presented.

On September 16, 2024, the Company entered into an agreement with a third party to sublease 17,312 square feet of the Sunnyvale facility. The
total rental commitment over the four-year term of the sublease is $3.2 million. The Company’s sublease agreement: (i) includes renewal and termination
options; (ii) provides for customary escalations of lease payments in the normal course of business; (iii) grants the subtenant free rent for specific months
during term; (iv) requires variable payments that are dependent on usage, output, or may vary for other reasons, such as insurance and tax payments; and
(v) grants the subtenant title of furniture if it extends the lease. The sublease is classified as operating leases whereby sublease income is recognized on a
straight-line basis over the sublease term that expires in 2028. Sublease income was $30 thousand for the three and six months ended September 30, 2024.
There was no sublease income recognized during the three and six months ended September 30, 2023.

For the three months ended September 30, 2024 and 2023, the Company recorded operating lease costs of $3.3 million and $3.4 million,
respectively, and variable operating lease costs of $1.4 million and $1.2 million, respectively. For the six months ended September 30, 2024 and 2023, the
Company recorded operating lease costs of $6.7 million and $6.8 million, respectively, and variable operating lease costs of $2.9 million and $2.5 million,
respectively.
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As of September 30, 2024, the future minimum lease payments included in the measurement of the Company’s operating lease liabilities were as
follows:

September 30,
 2024

(in thousands)

Fiscal years ending March 31,
Remainder of 2025 (Remaining six months) $ 6,527 
2026 15,946 
2027 15,472 
2028 11,666 
2029 12,016 
Thereafter 29,414 
Total future operating lease payments 91,041 
Less: imputed interest (19,353)

Total operating lease liabilities $ 71,688 

11.    Commitments and Contingencies

Non-cancelable Purchase Obligations

In the normal course of business, the Company enters into agreements containing non-cancelable purchase commitments for goods or services
with various parties, which include agreements to purchase goods or services that are enforceable and legally binding to the Company. Recognition of
purchase obligations occurs when products or services are delivered to the Company, generally within accounts payable, or accrued and other current
liabilities. As of September 30, 2024, the Company had a total of $59.6 million in outstanding non-cancelable purchase obligations with a term of 12
months or longer that have not been recognized on its balance sheet.

Legal Matters

Cyber Security Incident

On October 10, 2023, the Company reported that certain information was accessed from individual 23andMe.com accounts without the account
users’ authorization (the “Incident”).

As a result of the Incident, multiple class action claims have been filed against the Company in federal and state courts in California, as well as in
other U.S. and international jurisdictions, and the Company has received demand letters from attorneys purporting to represent customers seeking
arbitration claims. The Company is also responding to inquiries from various governmental officials and agencies. The federal class action claims were
coordinated for pretrial proceedings by the Multidistrict Litigation Panel, and on June 5, 2024, co-lead plaintiffs’ counsel were appointed. On July 15,
2024, the Company reached an agreement in principle to settle the putative class action lawsuits currently pending in the U.S. District Court for the
Northern District of California (the “Court”).

The parties executed a confidential settlement term sheet on July 29, 2024, which contemplated an aggregate cash payment by the Company of
$30.0 million to settle all claims brought on behalf of all persons in the United States whose personal information was impacted by the Incident. In
addition, the Company agreed to document various business practice initiatives relating to cybersecurity and provide customers with the option to enroll in
a privacy and monitoring service for three years. The Company subsequently reached an agreement with the plaintiffs on all material terms, including
payment of $30.0 million (the “Settlement Agreement”). On September 12, 2024, plaintiffs filed a motion asking the Court for preliminary approval of the
Settlement Agreement, and the motion was considered at a court hearing on October 29, 2024. On October 29, 2024, the Court deferred the motion for
preliminary approval of the Settlement Agreement and asked the parties to provide additional information by November 12, 2024.

The Settlement Agreement, if approved by the Court, will provide for a full release of all claims arising out of the Incident by the class action
members (who do not opt out) against the Company. The proposed settlement is not an admission of fault or wrongdoing by the Company; the Company
believes that a resolution of these claims at this time is in the best interest of the Company and its stockholders given the costs and risks inherent in
litigation.
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During the three months ended September 30, 2024, the Company recognized an additional $1.5 million in expenses related to the Incident.
During the six months ended September 30, 2024, the Company recognized $11.0 million in net expenses related to the incident primarily consisting of
$33.1 million legal fees incurred and the proposed settlement amount, partially offset by probable insurance recoveries of $22.1 million as of September 30,
2024, within general and administrative expense in the condensed consolidated statements of operations and comprehensive loss. As of September 30,
2024, the Company had accrued a payable related to the settlement of $30.0 million, and insurance recoveries of $22.6 million were included in prepaid
and other current assets in the condensed consolidated balance sheets.

Indemnification

The Company enters into indemnification provisions under agreements with other companies in the ordinary course of business, including, but not
limited to, collaborators, landlords, vendors, and contractors. Pursuant to these arrangements, the Company agrees to indemnify, defend, and hold harmless
the indemnified party for certain losses suffered or incurred by the indemnified party as a result of the Company’s activities. The maximum potential
amount of future payments the Company could be required to make under these agreements is not determinable. As of the date of this filing, the Company
has never incurred costs to defend lawsuits or settle claims related to these indemnification provisions. As a result, the Company believes that the fair value
of these provisions is not material. The Company maintains insurance, including commercial general liability insurance and product liability insurance, to
offset certain potential liabilities under these indemnification provisions. In addition, the Company indemnifies its officers, directors, and certain key
employees against claims made with respect to matters that arise while they are serving in their respective capacities as such, subject to certain limitations
set forth under applicable law, the Company’s Bylaws, and applicable indemnification agreements. As of September 30, 2024, the Company was not aware
of any known events or circumstances that have resulted in a material claim related to these indemnification obligations.

12.    Stockholders’ Equity

Common Stock

The Company has authorized Class A common stock and Class B common stock. The rights of the holders of Class A common stock and Class B
common stock are identical, except with respect to voting and conversion rights. Holders of Class A common stock are entitled to one vote per share and
holders of Class B common stock are entitled to ten votes per share. Each share of Class B common stock is convertible into one share of Class A common
stock any time at the option of the holder and is automatically converted into one share of Class A common stock upon transfer (except for certain
permitted transfers). Once converted into Class A common stock, the Class B common stock will not be reissued.

Earn-Out Shares

As of September 30, 2024 and March 31, 2024, the Class A common stock included 190,707 shares held by VGAC founders (“Earn-Out Shares”)
that are subject to a lock-up of seven years from June 16, 2021, the closing date of the Merger. The lock-up has an early release effective (i) with respect to
50% of the Earn-Out Shares, upon the closing price of the Company’s Class A common stock equaling or exceeding $250.00 per share for any 20 trading
days within any 30-trading-day period, and (ii) with respect to the other 50% of the Earn-Out Shares, upon the closing price of the Company’s Class A
common stock equaling or exceeding $300.00 per share for any 20 trading days within any 30-trading-day period; provided that the transfer restrictions
applicable to the Earn-Out Shares will terminate on the date following the closing date on which the Company completes a liquidation, merger,
amalgamation, capital stock exchange, reorganization, or other similar transaction that results in all of the Company’s public stockholders having the right
to exchange their shares of Class A common stock for cash, securities, or other property (a “Liquidation Event”), if such Liquidation Event occurs prior to
the date that the stock price thresholds referenced in (i) and (ii) are met. As of September 30, 2024, the Company did not meet any earn-out thresholds. The
Earn-Out Shares are issued and outstanding Class A common shares that cannot be forfeited, and as such, meet the criteria for equity classification in
accordance with ASC 505, Equity.
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Reserve for Issuance

The Company has the following shares of Class A common stock reserved for future issuance, on an as-if-converted basis:

 
September 30,

 2024
March 31,

 2024

Outstanding stock options 3,134,850 3,536,989
Outstanding restricted stock units 3,401,997 2,202,834
Remaining shares available for future issuance under Amended and Restated 2021 Incentive Equity Plan 3,498,219 5,563,844
Remaining shares available for future issuance under Employee Stock Purchase Plan 580,456 642,263

Total shares of common stock reserved 10,615,522 11,945,930

At-the-Market (“ATM”) Offering

On February 6, 2023, the Company entered into a sales agreement with Cowen and Company, LLC (“Cowen”), as sales agent, pursuant to which
the Company may sell shares of its Class A common stock for an aggregate up to $150.0 million under at-the-market offering program (the “ATM
program”). The Company will pay Cowen a commission of 3.0% of the gross proceeds for the Class A common stock sold through the ATM program. As
of September 30, 2024, the Company had not made any sales under the ATM program. The sales agreement will terminate upon the earliest of (a) the sale
of the maximum number or amount of the shares permitted to be sold under the sales agreement and (b) the termination of the sales agreement by the
parties thereto.

13.    Equity Incentive Plans and Stock-Based Compensation

Incentive Equity Plans

On September 6, 2023 (the “Effective Date”), the Company’s stockholders approved an amendment and restatement of the 23andMe Holding Co.
2021 Incentive Equity Plan (the “2021 Plan” and, as amended and restated, the “A&R Plan”). The terms of the A&R Plan replaced the existing terms of the
2021 Plan.

As a result of the Reverse Stock Split, on October 16, 2024, the Company amended and restated the A&R Plan, to reflect, pursuant to the
provisions of Sections 4(e) and 17(a) thereof, the proportionate adjustment of the number of shares of Company’s Class A common stock authorized and
available for issuance under the A&R Plan to 10,034,656 shares using the same one-for-twenty ratio used to consummate the Reverse Stock Split (the
“Second A&R Plan”). Additionally, the maximum number of shares of Class A common stock that remained available for issuance pursuant to Incentive
Stock Options (“ISO”) under the A&R Plan as of the effective time of the Reverse Stock Split was proportionally adjusted .

In connection with such amendment, pursuant to Section 4(e) of the A&R Plan, the Company’s Board of Directors proportionally adjusted the
number of shares of Class A common stock subject to outstanding awards granted pursuant to the A&R Plan and the exercise price per share of Class A
common stock of each such award to reflect the impact of the Reverse Stock Split. The impact of the Reverse Stock Split has been applied retroactively to
all disclosures.

Pursuant to the Second A&R Plan, the aggregate number of shares of Class A common stock that may be issued or transferred under the Second
A&R Plan shall be increased on an annual basis by a number equal to (x) 5.0% of the aggregate number of shares of Class A common stock and Class B
common stock, taken together, outstanding as of the last day of the immediately preceding calendar year or (y) such lesser number of shares of Class A
common stock as may be determined by the Compensation Committee of the Company’s Board of Directors. Under the Second A&R Plan, options
(including non-statutory options and ISO), stock appreciation rights, restricted stock, RSUs, and other stock-based awards may be granted to employees,
non-employee directors and certain consultants and advisors of the Company and its subsidiaries. Options have a contractual life of up to ten years. The
exercise price of a stock option shall not be less than 100% of the estimated fair value of the shares on the date of grant, as determined by the Board of
Directors. For ISO as defined in the Internal Revenue Code of 1986, as amended (the “Code”), the exercise price of an ISO granted to a 10% stockholder
shall not be less than 110% of the estimated fair value of the underlying stock on the date of grant as



Table of Contents

determined by the Board of Directors. The Company’s options generally vest over three to four years. Under the Second A&R Plan, stock option awards
entitle the holder to receive one share of Class A common stock for every option exercised.

Time-based RSUs granted pursuant to the Second A&R Plan generally vest ratably over a period ranging from one to four years and are subject to
the participant’s continuing service to the Company over that period. RSUs issued pursuant to the 23andMe Second Amended and Restated Annual
Incentive Plan (the “AIP”) upon the achievement of certain pre-determined annual performance metrics, as discussed below, vest immediately upon
issuance. Until vested, RSUs do not have the voting and dividend participation rights of Class A common stock and the shares of Class A common stock
underlying the awards are not considered issued and outstanding.

The Company issues new shares of Class A common stock upon the exercise of stock options, the vesting and settlement of RSUs, and the
issuance of shares purchased under the ESPP (as defined below).

In February 2022, the Compensation Committee of the Company’s Board of Directors adopted a RSU conversion and deferral program for non-
employee directors. The purpose of the program is to provide non-employee directors with the option to convert all or a portion of their cash compensation
into a RSU award under the Second A&R Plan and the opportunity to defer settlement of all or a portion of their RSU awards. In connection with the
Resignations, the Company released all prior deferred RSU awards for the two non-employee directors who elected to defer settlement of their RSU
awards. As of September 30, 2024, there were no non-employee directors eligible to participate in the program.

On June 9, 2022, the Compensation Committee of the Company’s Board of Directors adopted the AIP, pursuant to which, beginning in fiscal
2023, employees and certain service providers of 23andMe, Inc. and its affiliates were eligible to receive annual incentive bonuses in the form of cash or
RSUs issued by the Company under the Second A&R Plan, based upon the Company’s achievement of certain pre-established financial, operational, and/or
strategic performance metrics. On June 3, 2024, the Company paid annual incentive bonuses in the form of RSUs based upon the Company’s achievement
of certain pre-established performance metrics during the one-year performance period ended March 31, 2024 and as determined by the Compensation
Committee of the Company’s Board of Directors. The number of RSUs granted was determined by dividing the dollar amount of the AIP annual incentive
bonuses by the trailing average closing price of the Company’s Class A common stock for the 20 trading days preceding the date of payment resulting in
the grant of 607,222 shares underlying fully-vested RSUs on June 5, 2024.

The Company accounts for the RSUs issued under the AIP (the “AIP RSUs”) as liability awards, and adjusts the liability and corresponding
expenses at the end of each quarter until the date of settlement, considering the probability that the performance conditions will be satisfied. The Company
recorded stock-based compensation expense of $2.9 million and $2.4 million related to the AIP RSUs for the three months ended September 30, 2024 and
2023, respectively, and $7.0 million and $6.8 million for the six months ended September 30, 2024 and 2023, respectively. As of September 30, 2024 and
March 31, 2024, the liability of the AIP RSUs was $7.0 million and $6.5 million, respectively, which was included in other current liabilities on the
condensed consolidated balance sheet.

Stock Option Activity

Stock option activity and activity regarding shares available for grant under the Second A&R Plan are as follows:

Options Outstanding

Outstanding
 Stock

 Options
Weighted-Average

 Exercise Price

Weighted-Average
 Remaining

 Contractual
 Life (Years)

Aggregate
 Intrinsic

 Value

(in thousands, except share, years, and per share data)

Balance as of March 31, 2024 3,537,668 $ 73.62 5.1 $ 306 
Granted 88,615 $ 6.82 
Exercised (6,889) $ 8.46 
Canceled/forfeited/expired (484,544) $ 86.04 

Balance as of September 30, 2024 3,134,850 $ 69.95 5.0 $ 43 
Vested and exercisable as of September 30, 2024 2,457,428 $ 78.52 4.1 $ 31 

The weighted average grant date fair value per share of options granted was $4.61 and $17.40 for the six months ended September 30, 2024 and
2023, respectively. The total intrinsic value of vested options exercised for the six months
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ended September 30, 2024 and 2023 was immaterial and $1.0 million, respectively. As of September 30, 2024, unrecognized stock-based compensation
expense related to unvested stock options was $17.4 million, which is expected to be recognized over a weighted-average period of 2.1 years. Due to a
valuation allowance on deferred tax assets, the Company did not recognize any tax expense or benefit from stock option exercises for the three and six
months ended September 30, 2024 and 2023.

The Company estimated the fair value of options granted using the Black-Scholes option-pricing model. The fair value of stock options is being
amortized on a straight-line basis over the requisite service period of the awards.

The weighted average Black-Scholes assumptions used to value stock options at the grant dates are as follows:

Three Months Ended September 30, Six Months Ended September 30,

2024 2023 2024 2023
Min Max Min Max Min Max Min Max

Expected term (years) 6.0 6.0 5.8 6.0 6.0 6.0 5.8 6.0
Expected volatility range 75 % 75 % 78 % 79 % 75 % 75 % 78 % 79 %
Expected weighted-average volatility 75% 79% 75% 79%
Risk-free interest rate 3.5 % 3.5 % 4.4 % 4.4 % 3.5 % 3.5 % 3.6 % 4.4 %
Expected dividend yield — — — — — — — — 

Restricted Stock Units

The following table summarizes the RSU activity under the equity incentive plans and related information:

 Unvested RSUs

Weighted-Average
 Grant Date Fair

 Value Per Share

Balance as of March 31, 2024 2,203,078 $ 45.86 
Granted 3,070,895 $ 9.36 
Vested (1,276,111) $ 26.41 
Canceled/forfeited (595,865) $ 22.24 

Balance as of September 30, 2024 3,401,997 $ 24.34 

As of September 30, 2024, unrecognized stock-based compensation expense related to outstanding unvested RSUs was $73.6 million, which is
expected to be recognized over a weighted-average period of 2.4 years.

Stock Subject to Vesting

In November 2021, in connection with the acquisition of Lemonaid Health ( the “Lemonaid Acquisition”), the Company granted 187,352 shares
of Class A common stock with an aggregate grant date fair value of $43.9 million to two recipients, each of whom was a former stockholder and officer of
Lemonaid Health (each, a “Former Lemonaid Officer”) and each of whom, following the closing of the Lemonaid Acquisition, joined the Company’s
management team. The shares were scheduled to vest over a four-year period in quarterly installments beginning on February 1, 2022, subject to the
respective recipient’s continued employment with the Company. In connection with the Lemonaid Acquisition, each of these recipients entered into a
relinquishment agreement that provides that during the four-year period that commenced on November 1, 2021 (the “Protection Period”), the Company will
not (i) terminate the recipient’s employment without cause, (ii) materially reduce the recipient’s base salary or the benefits to which similarly-situated
executive employees of the Company or the Company’s subsidiaries are entitled, other than a broad-based reduction to the same extent that applies to such
similarly-situated executive employees, or (iii) relocate the recipient’s principal place of employment to a location outside of a 50-mile radius of their
current principal place of employment. If any such event occurs during the Protection Period or in the event of the recipient’s death or disability, then the
unvested portion(s) of these awards will immediately vest.

On June 30, 2023, the employment of one of the Former Lemonaid Officers terminated, which resulted in $22.0 million of stock-based
compensation expense related to these awards recognized within general and administrative expenses within the condensed consolidated statement of
operations.
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The Company recognized total stock-based compensation expense related to these awards of $0.4 million and $25.1 million for the three and six
months ended September 30, 2023, respectively, within general and administrative expenses. There was no stock-based compensation expense related to
these awards recognized during the three and six months ended September 30, 2024. As of September 30, 2024, there was no remaining unamortized stock-
based compensation expense associated with these awards.

Employee Stock Purchase Plan

On June 10, 2021, the shareholders of VGAC approved the 23andMe Holding Co. Employee Stock Purchase Plan (“ESPP”). As a result of the
Reverse Stock Split, on October 16, 2024, the Company amended and restated the ESPP, to reflect, pursuant to the provisions of Sections III.C and X
thereof, the proportionate adjustment of the number of shares of Company’s Class A common stock authorized and available for issuance under the ESPP
to 580,456 shares using the same one-for-twenty ratio used to consummate the Reverse Stock Split (the “A&R ESPP”). Additionally, Section III.B of the
ESPP, which provides for the automatic annual increase in the number of shares available for issuance under the ESPP, was revised to make proportionate
adjustments to reflect the Reverse Stock Split. Accordingly, the number of shares of the Company’s Class A common stock reserved for issuance will
automatically increase on January 1 of each calendar year, beginning on January 1, 2025, by the lesser of (i) an amount equal to one percent (1.0%) of the
total number of shares of Class A and Class B common stock outstanding as of the last day of the immediately preceding December 31st, (ii) 250,000
shares, or (iii) a lesser number of shares as determined by the Board of Directors in its discretion. No other material modifications or amendments were
made to the ESPP.

In connection with such amendment, pursuant to Section III.C of the ESPP, the Company’s Board of Directors also proportionally adjusted the
maximum number of shares of Class A common stock purchasable per ESPP participant during any offering period and on any one purchase date during
that offering period, the number of shares in effect under each outstanding purchase right, the number of shares issued and to be issued under the ESPP, and
the price per share in effect under each outstanding purchase right to reflect the impact of the Reverse Stock Split.

The A&R ESPP provides for concurrent 12-month offerings with successive six-month purchase intervals commencing on March 1 and
September 1 of each year and purchase dates occurring on the last day of each such purchase interval (i.e., August 31 and February 28). The A&R ESPP
contains a rollover provision whereby if the price of the Company’s Class A common stock on the first day of a new offering period is less than the price
on the first day of any preceding offering period, all participants in a preceding offering period with a higher first day price will be automatically withdrawn
from such preceding offering period and re-enrolled in the new offering period. The rollover feature, when triggered, will be accounted for as a
modification to the preceding offering period, resulting in incremental expense to be recognized over the new offering period.

The Company estimated the fair value of the shares issued pursuant to the A&R ESPP using the Black-Scholes option-pricing model. The fair
value is amortized on a straight-line basis over the requisite service period, which is the withholding period. During the six months ended September 30,
2024 and 2023, 61,807 and 75,472 shares of the
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Company’s Class A common stock, respectively, were purchased under the A&R ESPP, at an average exercise price of $5.35 and $18.70, respectively.

The per share weighted average grant date fair value of shares issued pursuant to the A&R ESPP for the six months ended September 30, 2024 and
2023 was $2.52 and $8.78, respectively, using the following assumptions:

Three Months Ended September 30, Six Months Ended September 30,

2024 2023 2024 2023
Min Max Min Max Min Max Min Max

Expected term (years) 0.5 1.0 0.5 1.0 0.5 1.0 0.5 1.0
Expected volatility 76 % 77 % 67 % 73 % 76 % 77 % 67 % 73 %
Expected weighted-average volatility 76% 70% 76% 70%
Risk-free interest rate 4.4 % 4.8 % 5.4 % 5.5 % 4.4 % 4.8 % 5.4 % 5.5 %
Expected dividend yield — — — — — — — — 

Stock-Based Compensation

Total stock-based compensation expense, including stock-based compensation expense related to awards classified as liabilities, was included in
costs and expenses as follows:

 Three Months Ended September 30, Six Months Ended September 30,
 2024 2023 2024 2023

 (in thousands)
Cost of service revenue $ 871 $ 1,041 $ 1,847 $ 3,099 
Cost of product revenue 442 456 835 870 
Research and development 8,565 10,938 19,636 22,630 
Sales and marketing 2,155 2,016 4,614 3,734 
General and administrative 7,150 9,290 13,828 43,866 
Restructuring and other charges 303 — 303 641 

Total stock-based compensation expense $ 19,486 $ 23,741 $ 41,063 $ 74,840 

(1) Includes $22.0 million of stock-based compensation charges related to the termination of a Former Lemonaid Officer during the six months ended
September 30, 2023.

14.    Net Loss Per Share Attributable to Common Stockholders

The net loss attributable to common stockholders is allocated on a proportionate basis, and the resulting net loss per share is identical for Class A
common stock and Class B common stock under the two-class method.

The Company’s stock options, RSUs, restricted stock awards subject to vesting, estimated RSUs to be issued under the AIP, and estimated shares
to be issued under the ESPP are considered to be potential common stock equivalents but have been excluded from the calculation of diluted net loss per
share attributable to common stockholders as their effect is anti-dilutive.

Net loss attributable to common stockholders was equivalent to net loss for all periods presented.

(1)
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The following table sets forth the computation of basic and diluted net loss per share attributable to common stockholders for the periods
presented:

 Three Months Ended September 30, Six Months Ended September 30,

 2024 2023 2024 2023

 Class A Class B Class A Class B Class A  Class B Class A Class B

 (in thousands, except share and per share data)
Numerator:
Net loss attributable to
common stockholders $ (39,822) $ (19,281) $ (48,699) $ (26,571) $ (85,949) $ (42,554) $ (115,546) $ (64,348)

Denominator:
Weighted-average shares
used in computing net loss
per share attributable to
common stockholders,
basic and diluted 17,194,568 8,325,090 15,361,280 8,381,634 16,822,770 8,329,218 15,048,689 8,380,911

Net loss per share
attributable to common
stockholders:
Net loss per share
attributable to common
stockholders, basic and
diluted $ (2.32) $ (2.32) $ (3.17) $ (3.17) $ (5.11) $ (5.11) $ (7.68) $ (7.68)

The potential shares of Class A common stock outstanding that were excluded from the computation of diluted net loss per share attributable to
common stockholders for the periods presented because including them would have been anti-dilutive were as follows:

 Three and Six Months Ended September 30,
 2024 2023

Outstanding stock options 3,134,850 3,781,897
Unvested restricted stock units 3,401,997 2,036,251
Shares subject to vesting — 15,066
ESPP 325,939 283,111

Total 6,862,786 6,116,325

There were no potential shares of Class B common stock that were excluded from the computation of diluted net loss per share attributable to
common stockholders for the periods presented.

15.    Retirement Benefit Plans

The Company has established a 401(k) retirement plan that allows participating employees in the U.S. to contribute as defined by the terms of the
plan and subject to the limitations under Section 401(k) of the Code. The Company matches the greater of 100% of the first 2% or 100% of the first $2,300
(subject to annual compensation and contribution limits) of employee contributions. The Company recognized matching contributions cost of $0.6 million
and $0.5 million for the three months ended September 30, 2024 and 2023, respectively, and $1.1 million and $1.4 million for the six months ended
September 30, 2024 and 2023, respectively.

16.    Income Taxes

The Company computes the provision for income taxes by applying the estimated annual effective tax rate to year-to-date income from recurring
operations and adjusts the provision for discrete tax items recorded in the period. The Company’s annual estimated effective tax rate differs from the U.S.
federal statutory rate primarily as a result of a valuation allowance against its deferred tax assets.

An immaterial tax benefit was recognized for the three and six months ended September 30, 2024, and an immaterial tax provision was recognized
for the three and six months ended September 30, 2023. The provision tax
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expense or benefit from income taxes is reflected on the condensed consolidated statements of operations and comprehensive loss for the periods. The
Company continues to maintain a full valuation allowance on the remaining net deferred tax assets of the U.S. entities as it is more likely than not that the
Company will not realize the deferred tax assets. Utilization of net operating loss carryforwards may be subject to future annual limitations provided by
Section 382 of the Code and similar state provisions.

The Company files income tax returns in the U.S. federal jurisdiction and various states. As of the date of this filing, the Company is not currently
under examination by income tax authorities in federal, state, or other jurisdictions. All tax returns will remain open for examination by the federal and
state authorities for three and four years, respectively, from the date of utilization of any net operating loss or credits.

17.    Disposition of Subsidiary

Disposition of Lemonaid Health Limited

On August 1, 2023, the Company completed the sale of Lemonaid Health Limited, its wholly-owned, indirect U.K. subsidiary. Lemonaid Health
Limited was not a significant subsidiary, and the disposition of Lemonaid Health Limited did not constitute a strategic shift that would have a major effect
on the Company’s operations or financial results. As a result, the results of operations for Lemonaid Health Limited were not reported as discontinued
operations under the guidance of ASC 205 “Presentation of Financial Statements.” During the three and six months ended September 30, 2023, the
Company recorded $2.1 million and $2.4 million, respectively, of loss on the disposition of Lemonaid Health Limited and transaction-related costs within
general and administrative expenses. There were no charges incurred during the three and six months ended September 30, 2024.

18.    Related Party Transactions

As described in Note 4, “Collaborations,” in July 2018, the Company and GSK entered into the original GSK Agreement, and there were
transactions with GSK during the three months ended September 30, 2024 and 2023. At the time the original GSK Agreement was entered into, GSK also
purchased shares of Series F-1 redeemable convertible preferred stock of 23andMe, Inc. These shares were converted into a like number of shares of
23andMe, Inc. Class B common stock immediately prior to the Merger and were exchanged pursuant to the share conversion ratio provided for in the
Merger Agreement into shares of the Company’s Class B common stock. GSK had a 19.7% and 19.9% voting interest in the Company as of September 30,
2024 and March 31, 2024, respectively.

The Anne Wojcicki Foundation, which subscribed for 125,000 shares of the Company’s Class A common stock in the PIPE investment in
connection with the Merger, is affiliated with the Company’s CEO and therefore a related party.

In January 2024, the Company entered into a research services agreement (the “TWF Agreement”) and related statement of work (the “initial
SOW”) with the Troper Wojcicki Foundation (“TWF”) with the goal of expanding scientific knowledge in the field of lung cancer using the Company’s
phenotype and genotype data to build large scale research cohorts. At the time, Susan Wojcicki was a director and officer of TWF, and a sibling of the
Company’s CEO, Anne Wojcicki, and therefore the Company determined that TWF is a related party. The TWF Agreement has a term of five years
through December 21, 2028. The fees under the initial SOW are $5.4 million, payable in installments over the term of the TWF Agreement, with certain
payments being subject to the achievement of specified milestones. The Company recognized revenue from the TWF Agreement of $0.3 million and nil
during the three months ended September 30, 2024 and 2023, respectively, and $0.5 million and nil during the six months ended September 30, 2024 and
2023, respectively. As of September 30, 2024 and March 31, 2024, the Company had deferred revenue of $1.7 million and $1.0 million, respectively,
associated with the TWF Agreement.

19.    Subsequent Events

Capital Structure - Reverse Stock Split

As previously disclosed, at the Annual Meeting, the Company’s stockholders, by an affirmative vote of the holders of at least two-thirds (67%) of
the voting power of the outstanding shares of the Company’s Class A common stock and Class B common stock, voting together as a single class, approved
a proposal authorizing the Company’s Board of Directors, in its discretion, to effect a reverse stock split of the Company’s outstanding shares of Class A
common stock and Class B common stock, respectively, by a ratio of not less than one-for-five and not more than one-for-thirty, with the exact ratio to be
set within this range by the Company’s Board of Directors in its sole discretion.
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On October 7, 2024, the Board approved the Reverse Stock Split at a ratio of one-for-twenty, to be effective at 12:01 a.m. Eastern Time on
October 16, 2024. On October 11, 2024, the Company filed the Certificate of Amendment to its Certificate of Incorporation with the Secretary of State of
the State of Delaware to effect the Reverse Stock Split, which became effective as of 12:01 a.m., Eastern Time on October 16, 2024. As a result of the
Reverse Stock Split, every 20 shares of the Company’s Class A common stock and Class B common stock were automatically combined into one issued
and outstanding share of the Company’s respective Class A common stock and Class B common stock, without any change in their respective par values
per share.

The Company did not issue fractional shares in connection with the Reverse Stock Split. Instead, stockholders who otherwise would have been
entitled to receive fractional shares because they held a number of shares not evenly divisible by the Reverse Stock Split ratio were automatically entitled to
receive an additional fraction of a share of Class A common stock or Class B common stock, as applicable, to round up to the next whole share.

Commencing on October 16, 2024, trading of the Company’s Class A common stock continued on The Nasdaq Capital Market on a Reverse Stock
Split-adjusted basis. The Company’s trading symbol remains “ME.”

The impact of the Reverse Stock Split was applied retroactively for all periods presented in accordance with applicable guidance. There was no
change to the total number of authorized shares of Class A common stock of 1,140,000,000 and the total number of authorized shares of Class B common
stock of 350,000,000.

Nasdaq Minimum Bid Requirement

On October 30, 2024, the Company received written notice (the “Compliance Notice”) from the Staff informing the Company that it has regained
compliance with the Minimum Bid Requirement. The Staff notified the Company in the Compliance Notice that, from October 16, 2024 to October 29,
2024, the closing bid price of the Company’s Class A common stock had been $1.00 per share or greater and, accordingly, the Company had regained
compliance with the Minimum Bid Requirement and that the matter was now closed.

Appointment of Independent Directors and Nasdaq Listing Rule 5605

On October 29, 2024, the Company announced the appointment of three independent directors to the Company’s Board of Directors, each of
whom were appointed to the Audit Committee and Compensation Committee (the “Appointments”). On October 30, 2024, the Company received a letter
from the Staff informing the Company that, as a result of the Appointments, the Company has regained compliance with the Corporate Governance
Requirements.

Costs Associated with Exit or Disposal Activities

On November 8, 2024, the Company’s Board of Directors approved a reduction in force related to both its Consumer and Therapeutics segments
(the “November Reduction in Force.”) The November Reduction in Force also includes the closure of substantially all operations in the Company’s
Therapeutics operating segment (together with the November Reduction in Force, the “Reduction Plan”). The Reduction Plan is intended to restructure and
strategically align the Company’s workforce and organization with the Company’s current strategy and to reduce the Company’s operating costs.

The Company expects to complete the Reduction Plan substantially during the third quarter of its fiscal 2025, with certain affected employees
retained through a transition period expected to end no later than the end of fiscal 2025.

The Company expects to recognize restructuring charges in connection with the November Reduction in Force with respect to severance
payments, benefits continuation, and stock compensation charges associated with the modification of certain stock options and restricted stock units
(“equity compensation charges”). All such charges are expected to total approximately $11.7 million, of this amount, severance payments and benefit
continuation charges are estimated to be approximately $9.3 million and are expected to be recognized primarily during the third quarter of fiscal 2025,
with the majority of such charges anticipated to be paid in cash during the same fiscal quarter. Equity compensation charges are expected to be
approximately $2.4 million and are expected to be recognized primarily in the third quarter of fiscal 2025, and will not result in any cash expenditures.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis provide information that management believes is relevant to an assessment and understanding of our
consolidated results of operations and financial condition. The following discussion and analysis of our financial condition and results of operations
should be read in conjunction with the Annual Report on Form 10-K for the fiscal year ended March 31, 2024 (“Fiscal 2024 Form 10-K”), including the
audited consolidated financial statements of 23andMe Holding Co. as of March 31, 2024 and 2023 and Management’s Discussion and Analysis of
Financial Condition and Results of Operations included therein, as well as the accompanying unaudited condensed consolidated financial statements and
notes thereto included in this Form 10-Q.

In addition to historical information, this discussion and analysis contains forward-looking statements. These forward-looking statements are
subject to risks and uncertainties, including, without limitation, those discussed in the Fiscal 2024 Form 10-K and our subsequent reports filed with the
SEC, that could cause actual results to differ materially from historical results or anticipated results. Unless the context otherwise requires, references in
this “Management’s Discussion and Analysis of Financial Condition and Results of Operations” to the “Company,” “23andMe,” “we,” “us,” and “our”
refer to 23andMe Holding Co., a Delaware corporation formerly known as VG Acquisition Corp. and its consolidated subsidiaries.

Overview
Our mission is to help people access, understand, and benefit from the human genome. To achieve this, we pioneered direct-to-consumer genetic

testing and built the world’s largest crowdsourced platform for genetic research. Our data engine powers our leading direct-to-consumer precision health
platform and our genetics driven Research business.

We are dedicated to empowering customers to optimize their health by providing direct access to their genetic information, personalized reports,
actionable insights and digital access to affordable healthcare professionals through our telehealth platform, Lemonaid Health, Inc. (“Lemonaid Health”).

Through direct-to-consumer genetic testing, we give consumers unique, personalized information about their genetic health risks, ancestry, and
traits. We were the first company to obtain Food and Drug Administration (“FDA”) authorization for a direct-to-consumer genetic test, and we are the only
company to have FDA authorization, clearance, or an exemption from premarket notification for all of the carrier status, genetic health risk, cancer
predisposition, and pharmacogenetics reports that we offer to customers. As of September 30, 2024, we had over 65 health and carrier status reports that
were available to customers in the U.S.

Through our Lemonaid Health telehealth platform, our ultimate goal is to provide customers access to personalized care based on their unique
genetic profile and lifestyle. We currently connect patients to licensed healthcare professionals to provide affordable and direct online access to medical
care, from consultation through treatment, for a number of common conditions, using evidence-based guidelines and up-to-date clinical protocols. When
medications are prescribed by Lemonaid Health’s affiliated healthcare professionals, patients can use Lemonaid Health’s online pharmacy for fulfillment.
Patients also can access telehealth consultations for certain 23andMe genetic reports through Lemonaid Health.

In November 2023, we launched 23andMe+ Total Health (“Total Health”), our most comprehensive membership providing access to third-party
independent clinicians practicing genetics informed care with a focus on early risk detection preventative actions. Our Total Health service combines
membership and telehealth offerings with the addition of next generation sequencing covering 200x more hereditary disease-causing variants than our
personal genome service (“PGS”) reports (50,000+ hereditary disease-causing variants in Total Health exome sequencing compared to 250 health-related
variants in our genotyping Carrier Status and Genetic Health Risk reports). Total Health also includes blood testing and access to genetics-based clinical
care.

We have built the world’s largest crowdsourced platform for genetic research. The aim of our Research business is to revolutionize research and
become the market’s preferred genetic-based research partner by monetizing access to our growing data engine of genetic and phenotypic information
provided by our millions of engaged customers. We believe that this platform allows us to accelerate research at an unprecedented scale, enabling us to
discover insights into the origins of diseases and to speed the discovery and development of novel therapies.

We have developed a diversified and differentiated portfolio of genetically-validated therapeutic candidates for a variety of diseases across
different therapeutic areas with high unmet medical need. We have two programs that have reached clinical development, as well as multiple preclinical
stage programs, in our portfolio. Each of our programs was identified through our human genetics drug discovery platform. We believe that our discovery
platform, which increases the probability of technical success through genetic evidence in humans, can contribute to the advance of next-generation,
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targeted medicines for people living with serious and life-threatening diseases, including oncology, immunological, and inflammatory diseases, as well as
other disease areas.

We have certain preclinical programs in immunological and inflammatory diseases, which are not yet being tested in human patients.

As of September 30, 2024, we had two internal programs in the clinic for testing in human patients.

• 23ME-00610 is a high-affinity humanized monoclonal antibody that is designed to interfere with the ability of CD200R1 to interact with CD200
found on cancer cells, thus releasing tumor-induced immune suppression for the treatment of cancer. In April 2024, we completed enrollment of
the Phase 2a portion of the Phase 1/2a clinical trial (clinical trials.gov number NCT05199272) in adult patients with locally advanced or metastatic
clear cell renal cell carcinoma, ovarian cancer, neuroendocrine tumors, small cell lung cancer, and tumors with high tumor mutation burden and/or
microsatellite instability. While all clinical trial data so far has been from monotherapy treatment, we have also generated nonclinical evidence of
combination potential with other anti-tumor therapies, such as anti-PD-1 and anti-VEGF.

• 23ME-01473 is an immuno-oncology antibody program that was initiated as a collaboration program with GlaxoSmithKline (“GSK”) under the
terms of the four-year exclusive drug discovery and development collaboration agreement, amended in 2019 and 2021, respectively (as amended,
the “original GSK Agreement”). 23ME-01473 targets the ULBP6 proteins in the NKG2D pathway, serving as a NK cell activator against tumor
cells. On March 20, 2024, we announced that the first participant has been dosed in a Phase 1 clinical trial evaluating the safety and tolerability in
people with locally advanced or metastatic solid malignancies that have progressed after standard therapy.

We are solely responsible for the continued development of these two programs. However, given the significant investment of resources over a
prolonged period of time required for the development of these programs, in November 2024, we ceased additional investment in these two internal
programs beyond their current stage of development.

We had previously collaborated with GSK on an immuno-oncology program targeting CD96, GSK6097608, led by GSK. In January 2022, we
announced that we opted to receive a royalty on this program if a successful therapy were to be developed and commercialized by GSK under the original
GSK Agreement. GSK is solely responsible for the continued development of this program.

As of September 30, 2024, we operated in two reporting segments: (1) Consumer and Research Services and (2) Therapeutics. See the “Basis of
Presentation” section below for further details on segments. In November 2024, we elected to close substantially all operations in our Therapeutics
business segment, which will cease over the next several months. See Note 19, “Subsequent Events,” to our condensed consolidated financial statements
included elsewhere in this Form 10-Q for additional details.

Key Factors Affecting Results of Operations

We believe that our performance and future success depend on several factors that present significant opportunities for us but also pose known and
unknown risks and challenges, including, without limitation, those set forth in Part I, Item 1A., “Risk Factors,” of the Fiscal 2024 Form 10-K, as amended
and supplemented in our subsequent reports and filings with the SEC.

New Customer Acquisition

PGS. Our ability to attract new customers is a key factor for the future growth of our PGS business and our database. Our historical financial
performance has largely been driven by the rate of sales of our PGS kits. Revenue from our PGS business, primarily composed of kit sales, represented
approximately 84% and 79% of our total revenues for the three months ended September 30, 2024 and 2023, respectively, and approximately 82% and 69%
of our total revenues for the six months ended September 30, 2024 and 2023, respectively. In addition, kit sales are a source of members to our PGS
membership service, which represented approximately 21% and 9% of our total revenue during the three months ended September 30, 2024 and 2023,
respectively, and approximately 20% and 8% of our total revenue during the six months ended September 30, 2024 and 2023, respectively. We expect PGS
revenues to fluctuate in the near-term and to grow in the long-term, as we continue to evolve our product offerings across kit sales and our membership
service, and introduce new products or features that enhance or add value for customers and members. This will be achieved by increasing awareness of our
current and new offerings in existing markets and expanding into new markets.
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Purchasing patterns of our kits are largely influenced by product innovation, marketing spend, and varying levels of price discounting on our
products. Sales and marketing expenses are typically higher during promotional windows that align with gift-giving portions of the year, with an emphasis
on the holiday period, as well as other gift-giving and family-oriented holidays such as Mother’s Day and Father’s Day, and major Amazon sales events
such as Prime Day, which may change from year to year. We expect the seasonality of our business to continue, with pronounced increases in revenue
recognized in the fourth fiscal quarter, relating to our holiday promotions.

Telehealth. Our ability to attract new patients and members is a key factor for the future growth of our telehealth business. Revenue from our
telehealth business represented approximately 15% and 18% of our total revenue during the three months ended September 30, 2024 and 2023,
respectively, approximately 16% and 18% of our total revenue during the six months ended September 30, 2024 and 2023, respectively. As there are many
participants in the telehealth market, including new entrants and traditional health care systems offering virtual care, competition with respect to our
telehealth business continues to intensify.

Engagement of Research Participants

Our ability to conduct research and grow our database of genotypic and phenotypic information depends on our customers’ willingness to consent
to participate in our research. As of September 30, 2024, over 80% of our customers have consented to participate in research. These customers permit us
to use their de-identified data in our research and many of them regularly respond to our research surveys, providing us with phenotypic data in addition to
the genetic data in their DNA samples. We analyze this genotypic and phenotypic data and conduct genome-wide association studies and phenome-wide
association studies, which enable us to determine whether particular genetic variants affect the likelihood of individuals developing certain diseases. Our
customers can withdraw their consent to participate in research at any time. If a significant number of our customers were to withdraw their consent, or if
the percentage of consenting customers were to decline significantly, our ability to conduct research successfully could be diminished, which could
adversely affect our business.

Drug Target Productivity of Our Genetics Database

Our genetics database underpins our research programs and enables us to identify drug targets with novel genetic evidence. Over the course of the
five-year exclusive target discovery collaboration under the original GSK Agreement which ended in July 2023, we had identified over 50 drug targets.

Therapeutic Product Candidates

Developing therapeutic product candidates requires a significant investment of resources over a prolonged period of time. As of September 30,
2024, we had two internal product candidates in clinic for testing in human patients. However, given the significant investment of resources over a
prolonged period of time required for the development of these programs, in November 2024, we ceased additional investment in these two internal
programs. If we are unable to enter into additional collaboration or partnering agreements, these programs will not be able to progress towards additional
milestones or approval.

Collaborations

Substantially all of our research services revenues were generated from the original GSK Agreement.

The exclusive target discovery term under the original GSK Agreement expired in July 2023. In October 2023, we entered into an amendment to
the original GSK Agreement (the “2023 GSK Amendment”) to provide GSK with a non-exclusive license to certain new, de-identified, aggregated data
included in our database (the “New Data”), as well as access to certain research services with respect to such New Data in return for a $20.0 million data
access fee, which we received during fiscal 2024. In September 2024, the Company and GSK agreed to extend the deadline for the Data Use Notice from
September 30, 2024 to October 28, 2024. The license to the New Data will expire on October 27, 2025. See Note 4, “Collaborations” to our condensed
consolidated financial statements for more information regarding the 2023 GSK Amendment. Our ability to enter into new collaboration agreements will
affect our research services revenues. If we are unable to enter into additional collaboration agreements, our future research services revenue will decline.
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Ability to Monetize Our Therapeutics Products

Our ability to generate revenue from our two remaining therapeutic product candidates depends on our ability to enter into collaboration
agreements to successfully initiate and complete clinical trials for therapeutic product candidates and receive regulatory approval, particularly in the United
States, Europe, and other major markets.

We believe that therapeutic product candidates with novel genetic evidence and validated targets enhances the likelihood that research and
development efforts will yield successful therapeutic product candidates. Nonetheless, there is no certainty that therapeutic product candidates will receive
regulatory approvals.

The competitive environment is also an important factor with the commercial success of therapeutic product candidates, and the ability to
successfully commercialize a therapeutic product candidate will depend on whether there are competing therapeutic product candidates in development or
already marketed by other companies.

Expansion into New Categories and Customer Retention

We launched our 23andMe+ Premium membership service in October 2020, and through our acquisition of Lemonaid Health, we began providing
access to telehealth services in November 2021. In November 2023, we launched Total Health, our comprehensive ongoing early detection health
membership.

We expect to expand into new categories and innovative healthcare models with the goal of driving future growth. Such opportunities include
product enhancements, such as our proprietary polygenic risk scores, new product offerings aimed at extending our personalized and customer-centric
philosophy to primary healthcare, and potential additional acquisitions of other consumer-oriented healthcare businesses. Such expansion would allow us to
increase the number of engaged customers who purchase additional products and services.

The success of our membership services will depend upon our ability to acquire and retain members over an extended period. Retention of
customers will be based on the perceived value of the premium content and features they receive. If we are unable to provide sufficiently compelling new
content and features, members may not renew.

Similarly, the success of our telehealth business is dependent on our ability to attract and retain patients and members, as well as continuing to
expand our offering in related products and services categories. Category expansion allows us to increase the number of patients to whom we can provide
products and services. It also allows us to offer access to treatment of additional conditions that may already affect our current patients. Expanding into new
categories will require financial investments in additional headcount, marketing and customer acquisition expenses, additional operational capabilities, and
may require the purchase of new inventory. If we are unable to generate sufficient demand in new categories, we may not recover the financial investments
we make in new categories and revenue may not increase in the future.

Our Total Health product combines select features and services of our membership and telehealth offerings. As such, the success of the Total
Health product will depend on factors similar to those described above.

Investments in Growth and Innovation

Our research platform is based on a continually growing database of genotypic and phenotypic information. Our database allows us to conduct
analyses in a broad-based fashion, by searching for genetic signatures of particular diseases or the likelihood of a particular genetic variant causing disease
in a particular individual or group of individuals who share the same trait. We believe that our platform enables us to rapidly and serially conduct studies
across an almost unlimited number of conditions at unprecedented statistical power, yielding insights into the causes and potential treatments of a wide
variety of diseases.

We believe that our research platform enables the rapid identification of genetically validated drug targets with improved odds of clinical success.
With our state-of-the-art bioinformatics capabilities, we analyze the trillions of data points in our database, optimizing the use of our resources, to
genetically validate drug targets, inform patient selection for clinical trials, and increase the probability of success.

We expect to continue investing in our business to capitalize on market opportunities and long-term growth. We plan to continue to invest in our
research and development efforts and in marketing to acquire new customers and drive brand awareness, and also expect to incur software development
costs as we work to enhance our existing products, expand the depth of our membership services, and design new offerings, including additional primary
care offerings. In addition,
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we expect to continue to incur expenses associated with operating as a public company. The expenses we incur may vary significantly by quarter depending
and as we focus on building out different aspects of our business. We regularly evaluate our capital allocation approach to make sure that our capital is
being used for the highest value-creating activities and in the most efficient manner. This may require changes to investment levels, how we operate, or are
structured to ensure alignment to business priorities.

Recent Developments

Special Committee of the Company’s Board of Directors

As previously disclosed, the Company formed a special committee composed of independent members of the Board of Directors (the “Special
Committee”) on March 28, 2024. The role of the Special Committee was to review strategic alternatives that may be available to the Company to maximize
stockholder value. On April 17, 2024, Anne Wojcicki, Chief Executive Officer, Co-Founder, and Chair of the Board of Directors of the Company disclosed
that she is considering making a proposal to acquire all of the outstanding shares of the Company that she does not currently own. Ms. Wojcicki also
indicated that she wishes to maintain control of the Company and, therefore, will not be willing to support any alternative transaction. As previously
disclosed, on July 29, 2024, the Special Committee received a preliminary non-binding indication of interest from Ms. Wojcicki to acquire all of the
outstanding shares of the Company not owned by her or her affiliates or any other stockholder that she invites to roll over their shares, for cash
consideration of $0.40 per share (the “Preliminary Proposal”), as set forth in Amendment No. 2 to Schedule 13D filed by ABeeC 2.0 LLC (Ms. Wojcicki’s
affiliated entity) (“ABeeC”) with the SEC on July 31, 2024. On August 2, 2024, we issued a press release announcing the Special Committee’s response to
the Preliminary Proposal, including certain requirements for any revised proposal from Ms. Wojcicki. As disclosed in Amendment No. 3 to Schedule 13D
filed by ABeeC with the SEC on September 11, 2024, in response to requests from the Special Committee, on September 9, 2024, Ms. Wojcicki notified
the members of the Special Committee that Ms. Wojcicki would be open to considering third-party takeover proposals for the Company. On September 17,
2024, the Company issued a press release regarding the resignations of seven non-employee directors (collectively, the “Resigning Directors”) from the
Company's Board of Directors (the “Resignations”). As set forth in the Resigning Directors’ resignation letter dated September 17, 2024, the Resigning
Directors stated that such Resigning Directors differed from Ms. Wojcicki on the strategic direction for the Company, and that, as a result of such difference
and Ms. Wojcicki’s concentrated voting power, the Resigning Directors believed that it was in the best interest of the Company’s stockholders to resign
from the Board of Directors. In Amendment No. 4 to Schedule 13D filed by ABeeC with the SEC on September 18, 2024, Ms. Wojcicki announced that the
Company will immediately begin identifying independent directors to join the Company’s Board of Directors. In Amendment No. 5 to Schedule 13D filed
by ABeeC with the SEC on September 30, 2024, Ms. Wojcicki disclosed that she was no longer open to considering any third-party proposals to buy the
Company and that she remains committed to completing a take-private acquisition of the Company. In connection with the Company’s announcement of
the appointment of three independent directors to the Company’s Board of Directors, ABeeC filed Amendment No. 6 to Schedule 13D with the SEC on
October 29, 2024. Each of the newly-appointed independent directors was subsequently appointed to the Special Committee on November 2, 2024.

Noncompliance with Nasdaq Listing Rule 5605

On September 18, 2024, the Company received a deficiency letter from the Nasdaq Listing Qualifications Department (the “Staff”) of The
Nasdaq Stock Market LLC (“Nasdaq”), notifying the Company that the Company was not in compliance with Nasdaq Listing Rule 5605 (the “Second
Nasdaq Letter”). Specifically, as a result of the Resignations, the Company was no longer in compliance with Nasdaq Listing Rule 5605(b), Nasdaq Listing
Rule 5605(c), Nasdaq Listing Rule 5605(d), and Nasdaq Listing Rule 5605(e) (collectively, the “Corporate Governance Requirements”). Pursuant to the
Second Nasdaq Letter, the Company had until October 3, 2024 to submit a plan to regain compliance with the aforementioned listing rules (the “Plan”) for
the Staff’s review. The Company timely submitted the Plan to the Staff on September 26, 2024, and on October 29, 2024, the Company announced the
appointment of three independent directors to the Company’s Board of Directors, each of whom were appointed to the Audit Committee and Compensation
Committee. On October 30, 2024, the Company received written notice from the Staff informing the Company that it has regained compliance with the
Corporate Governance Requirements. See Note 2, “Summary of Significant Accounting Policies,” and Note 19, “Subsequent Events,” to our condensed
consolidated financial statements included elsewhere in this Form 10-Q for additional details.

Reverse Stock Split

On October 11, 2024, the Company filed the Certificate of Amendment to its Certificate of Incorporation with the Secretary of State of the State of
Delaware to effect a reverse stock split at the ratio of one-for-twenty, which became effective as of 12:01 a.m., Eastern Time on October 16, 2024 (the
“Reverse Stock Split”). As a result of the Reverse Stock Split, every twenty shares of the Company’s Class A common stock and Class B common stock
were automatically combined into one issued and outstanding share of the Company’s respective Class A common stock and Class B common
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stock, without any change in their respective par values per share. The Company did not issue fractional shares in connection with the Reverse Stock Split.

Commencing on October 16, 2024, trading of the Company’s Class A common stock continued on The Nasdaq Capital Market on a Reverse Stock
Split-adjusted basis. The Company’s trading symbol remains “ME.” See Note 2, “Summary of Significant Accounting Policies,” and Note 19, “Subsequent
Events,” to our condensed consolidated financial statements included elsewhere in this Form 10-Q for additional details.

Nasdaq Minimum Bid Requirement

On November 10, 2023, the Company received a deficiency letter (the “First Nasdaq Letter”) from the Staff, notifying the Company that it was
not in compliance with Nasdaq Listing Rule 5450(a)(1), which requires the Company to maintain a minimum bid price of at least $1.00 per share for
continued listing on The Nasdaq Global Select Market (the “Minimum Bid Requirement”). Pursuant to the First Nasdaq Letter, the Company had an initial
180 calendar days from the date of the First Nasdaq Letter to regain compliance. The Company did not regain compliance during the initial compliance
period. On May 9, 2024, the Company received a notification letter from the Staff notifying the Company that it had been granted an additional 180 days,
or until November 4, 2024, to regain compliance with the Minimum Bid Requirement.

Following the effectiveness of the Reverse Stock Split, on October 30, 2024, the Company received written notice (the “Compliance Notice”)
from the Staff informing the Company that it has regained compliance with the Minimum Bid Requirement. The Staff notified the Company in the
Compliance Notice that, from October 16, 2024 to October 29, 2024, the closing bid price of the Company’s Class A common stock had been $1.00 per
share or greater and, accordingly, the Company had regained compliance with the Minimum Bid Requirement and that the matter was now closed. See
Note 2, “Summary of Significant Accounting Policies,” and Note 19, “Subsequent Events,” to our condensed consolidated financial statements included
elsewhere in this Form 10-Q for additional details.

Settlement Related to the Cybersecurity Incident

On July 15, 2024, we reached an agreement in principle to settle the putative class action lawsuits currently pending in the U.S. District Court
for the Northern District of California (the “Court”). The parties executed a confidential settlement term sheet on July 29, 2024. We subsequently reached
agreement with the plaintiffs on all material terms, including payment of $30.0 million (the “proposed settlement”). On September 12, 2024, plaintiffs filed
a motion asking the Court for preliminary approval of the settlement, and the motion was considered at a court hearing on October 29, 2024. On October
29, 2024, the Court deferred the motion for preliminary approval and asked the parties to provide additional information by November 12, 2024. See Note
11, “Commitments and Contingencies — Cybersecurity Incident,” to our condensed consolidated financial statements included elsewhere in this Form 10-Q
for additional details.

Cease of Operations of Therapeutics Discovery

In August 2024, the Board of Directors of the Company determined that it was in the best interests of the Company and its stockholders to cease
operations of the Therapeutics Discovery portion of the Company’s Therapeutics business, effective August 9, 2024. As a result, the Company terminated
30 employees. Therapeutics Discovery operated within the Company’s Therapeutics segment. See Note 9 “Restructuring,” to our condensed consolidated
financial statements included elsewhere in this Form 10-Q for additional details.

GSK New Data Notification

In September 2024, the Company and GSK agreed to extend the deadline for the Data Use Notice from September 30, 2024 to October 28, 2024.
The license to the New Data will expire on October 27, 2025. See Note 4 “Collaboration,” to our condensed consolidated financial statements included
elsewhere in this Form 10-Q for additional details.

Costs Associated with Exit or Disposal Activities and Cease of Operations of Therapeutics Development

On November 8, 2024, our Board of Directors approved a reduction in force involving 223 employees, representing approximately 40% of our
workforce (the “November Reduction in Force”). The November Reduction in Force also includes ceasing additional development in the Company’s two
clinical trials and the closure of substantially all operations in our Therapeutics business segment (together with the November Reduction in Force, the
“Reduction Plan”). The Reduction Plan is intended to restructure and strategically align our workforce and organization with our current strategy and to
reduce our operating costs.
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We expect to complete the Reduction Plan substantially during the third quarter of fiscal year ending March 31, 2025 (“fiscal 2025”), with certain
affected employees retained through a transition period expected to end no later than the end of fiscal 2025.

We expect to recognize restructuring charges in connection with the November Reduction in Force with respect to severance payments, benefits
continuation, and stock compensation charges associated with the modification of certain stock options and restricted stock units (“equity compensation
charges”). All such charges are expected to total approximately $11.7 million, of this amount, severance payments and benefit continuation charges are
estimated to be approximately $9.3 million and are expected to be recognized primarily during the third quarter of fiscal 2025, with the majority of such
charges anticipated to be paid in cash during the same fiscal quarter. Equity compensation charges are expected to be approximately $2.4 million and are
expected to be recognized primarily in the third quarter of fiscal 2025, and will not result in any cash expenditures. We expect that the Reduction Plan,
when fully implemented, will reduce annualized payroll and benefit expenses by more than $35.0 million.

Basis of Presentation

The unaudited condensed consolidated financial statements and accompanying notes of the Company included elsewhere in this Form 10-Q
include the accounts of 23andMe Holding Co. and its consolidated subsidiaries and variable interest entities and were prepared in accordance with
generally accepted accounting principles in the United States (“GAAP”). As 23andMe, Inc. is considered the Company’s accounting predecessor, certain
historical financial information presented in the condensed consolidated financial statements represents the accounts of 23andMe, Inc. and its wholly
owned subsidiary.

As of September 30, 2024, we operated in two reporting segments: (1) Consumer and Research Services and (2) Therapeutics. The Consumer and
Research Services segment consists of our PGS and telehealth business, as well as research services that we perform under agreements with third parties,
including the original GSK Agreement and the 2023 GSK Amendment, relating to the use of our genotypic and phenotypic data to identify promising drug
targets. The Therapeutics segment (prior to our election in early November 2024 to close substantially all operations in our Therapeutics business segment,
which will cease over the next several months) consists of revenues from the out-licensing of intellectual property associated with identified drug targets
and expenses related to therapeutic product candidates under clinical development. During the three and six months ended September 30, 2024 and 2023,
all our revenues were derived from our Consumer and Research Services segment. See “Adjusted EBITDA” section below for further details.

Key Business Metrics

We monitor the following key metrics to help us evaluate our business, identify trends, formulate business plans, and make strategic decisions. We
believe that the following metrics are useful in evaluating our business:

• PGS Customers. “Customers” means individuals who have registered a PGS kit and provided their DNA sample. We view Customers as an
important metric to assess our financial performance because each Customer has registered a kit and has engaged with us by providing us
with their DNA sample. These Customers may be interested in purchasing additional PGS products and services or in becoming members of
our 23andMe+ Premium membership service, especially if they consent to participate in our research. We had approximately 15.4 million and
15.1 million Customers as of September 30, 2024 and March 31, 2024, respectively.

• Consenting Customers. “Consenting Customers” are Customers who have affirmatively opted in to participate in our research program.
Consenting Customers are critical to our research programs and to the continuing growth of our database, which we use to identify drug
targets and to generate new and interesting additional ancestry and health reports. Moreover, Consenting Customers respond to our research
surveys, providing useful phenotypic data about their traits, habits, and lifestyles, which we analyze using de-identified data to determine
whether a genetic variant makes an individual more or less likely to develop certain diseases. A Consenting Customer is likely to be more
engaged with our brand, which may lead to the purchase of our 23andMe+ Premium membership service and to participation in further
research studies, helping us to advance our research. As of September 30, 2024, over 80% of our Customers were Consenting Customers.

• Members. This metric represents the number of customers who have signed up for our 23andMe+ Premium membership service, which was
launched in October 2020. We believe that 23andMe+ Premium, and any other future membership offerings, will position us for future
growth, as the membership model, which is annual for 23andMe+ Premium, represents a previously untapped source of recurring revenue. We
are
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continually investing in new reports and features to provide to members as part of the 23andMe+ Premium membership, which we believe
will enhance customer lifetime value as customers can make new discoveries about themselves. We believe that this, in turn, will help to scale
our customer acquisition costs and create expanding network effects. As of March 31, 2024 and 2023, our 23andMe+ Premium membership
base had approximately 562,000 and 640,000 members, respectively.

• Adjusted EBITDA. Adjusted EBITDA, a non-GAAP financial measure, is the measure of segment profitability reported to our CEO, the
CODM. See “—Adjusted EBITDA” below for further details and a reconciliation of Adjusted EBITDA to net loss.

Components of Results of Operations

Revenue

We recognize revenue in accordance with Accounting Standards Codification (“ASC”) Topic 606, Revenue from Contracts with Customers (“ASC
606”), when we transfer promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled in
exchange for those goods or services.

In our Consumer and Research Services segment, our service revenue is composed primarily of sales of PGS kits to customers, 23andMe+
Premium membership and telehealth services, which include online medical visits and memberships, as well as revenues from our research collaborations.
Our product revenue is composed primarily of telehealth pharmaceutical sales, as well as a portion of our telehealth membership revenue in our Consumer
and Research Services segment.

See Note 2, “Summary of Significant Accounting Policies,” to our consolidated financial statements included in our Fiscal 2024 Form 10-K for a
more detailed discussion of our revenue recognition policies.

Cost of Revenue, Gross Profit, and Gross Margin

Cost of service revenue for PGS primarily consists of cost of raw materials, lab processing fees, personnel-related expenses, including salaries,
benefits, and stock-based compensation, shipping and handling, and allocated overhead. Cost of service revenue for telehealth primarily consists of
personnel-related expenses as described above that we incur for medical services, and amortization of intangible assets. Cost of product revenue consists of
personnel-related expenses, telehealth prescription drug costs, packaging and shipping, and allocated overhead. Cost of revenue for research services
primarily consists of personnel-related expenses as described above, and allocated overhead. We expect cost of revenue to fluctuate from period to period
in the foreseeable future in absolute dollars but gradually decrease as a percentage of revenue over the long term.

Our gross profit represents total revenue less our total cost of revenue, and our gross margin is our gross profit expressed as a percentage of our
total revenue. Our gross profit and gross margin have been and will continue to be affected by a number of factors, including the volume of PGS kit sales
recognized, the prices we charge for our PGS products and research services, the prices we charge and renewal rates of members within our membership
services, the prices we charge for telehealth services (medical visits, pharmacy services, and memberships), the fees we incur for lab processing PGS kits,
the costs we incur for medical services and prescription drug costs, the revenues from our collaboration agreements, and the personnel costs to fulfill them.
We expect our Consumer and Research Services gross margin to increase over the long term as membership revenues become a higher percentage of
revenue mix, although our gross margin may fluctuate from period to period. Substantially all our research services revenue in the periods prior to July
2023 was derived from the original GSK Agreement. In October 2023, we entered into the 2023 GSK Amendment to provide GSK with a non-exclusive
license to certain new, de-identified, aggregated New Data, as well as access to certain of our research services with respect to such New Data. See Note 4,
“Collaborations” to our condensed consolidated financial statements for additional information regarding the 2023 GSK Amendment. If we are unable to
add new research services agreements, our research services revenue may decline substantially.

Operating Expenses

Our operating expenses primarily consist of research and development, sales and marketing, and general and administrative expenses. Personnel-
related expenses, which include salaries, benefits, and stock-based compensation, are the most significant component of research and development and
general and administrative expenses. Advertising and brand-related spend and personnel-related expenses represent the primary components of sales and
marketing expenses. Operating expenses also include allocated overhead costs. Overhead costs that are not substantially dedicated for use by a specific
functional group are allocated based on headcount. Allocated overhead costs include shared costs associated with facilities (including rent and utilities) and
related personnel, information technology and related personnel, and depreciation
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of property and equipment. We regularly evaluate our capital allocation approach to make sure our capital is being used for the highest value-creating
activities and in the most efficient manner. This may require changes to investment levels, how we operate, or are structured to ensure alignment to
business priorities.

Research and Development Expenses

Our research and development expenses support our efforts to add new services and features to our existing services, and to ensure the reliability
and scalability of our services across our Consumer and Research Services segment. Prior to closure of the remaining portion of our Therapeutics business
in November 2024 (following the previous closure of the Therapeutics Discovery portion of the business in August 2024), research and development
expenses included efforts to develop our portfolio of existing therapeutic product candidates in our Therapeutics segment. Prior to ceasing operations of the
Therapeutics Discovery portion of our Therapeutics business in August 2024, research and development expenses included our efforts to discover and
genetically-validate new therapeutic product candidates. Research and development expenses primarily consist of personnel-related expenses, including
salaries, benefits, and stock-based compensation associated with our research and development personnel, collaboration expenses, preclinical and clinical
trial costs, laboratory services and supplies costs, third-party data services, and allocated overhead.

We plan to continue to invest in our research and development efforts in our Consumer and Research Services segment. Our research and
development expenses may fluctuate as a percentage of revenue from period to period due to the timing and amount of these expenses.

Sales and Marketing Expenses

Sales and marketing expenses consist primarily of advertising costs, personnel-related expenses, including salaries, benefits, and stock-based
compensation associated with our sales and marketing personnel, amortization and impairment of intangible assets, outside services, and allocated
overhead.

Advertising and brand costs consist primarily of direct expenses related to television, online and radio advertising, including production and
branding, paid search, online display advertising, direct mail, affiliate programs, marketing collateral, market research and public relations. Advertising
production costs are expensed the first time that the advertising takes place, and all other advertising costs are expensed as incurred. Deferred advertising
costs primarily consist of vendor payments made in advance to secure media spots across varying media channels, as well as production costs incurred
before the first time the advertising takes place. Deferred advertising costs are expensed on the first date that the advertisements occur. In addition,
advertising costs include platform fees due to brokers related to our third-party retailers.

We expect our sales and marketing expenses to gradually decrease as a percentage of revenue over the long term, although our sales and marketing
expenses may fluctuate as a percentage of revenue from period to period due to promotional strategies that drive the timing and amount of these expenses.

General and Administrative Expenses

General and administrative expenses primarily consist of personnel-related expenses, including salaries, benefits, and stock-based compensation
associated with corporate management, including our CEO office, finance, legal, compliance, regulatory, corporate communications, corporate
development, and other administrative personnel. In addition, general and administrative expenses include professional fees for external legal, accounting,
and other consulting services, as well as credit card processing fees related to PGS kit sales and telehealth services, and allocated overhead.

We currently experience substantial general and administrative expenses in connection with operating as a public company, including expenses
associated with compliance with SEC rules and regulations, and related legal, audit, insurance, investor relations, professional services, and other
administrative expenses. We anticipate general and administrative expenses will stabilize over the long term and gradually decrease as a percentage of
revenue, although it may fluctuate as a percentage of total revenue from period to period due to the timing and amount of these expenses.

Restructuring and Other Charges

Restructuring and other charges consists of costs directly associated with employee-related exit or disposal activities. Such costs include employee
severance and termination benefits associated with a reduction in force, if applicable for the period.
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Other Income (Expense)

Other income (expense) includes interest income, net, and other income (expense), net. Interest income, net primarily consists of interest income
earned on our cash deposits and cash equivalents. Other income (expense), net primarily consists of effects of changes in foreign currency exchange rates,
and other non-operating income and expenditures.

Provision for (Benefit from) Income Taxes

Provision for income tax primarily consists of separate state tax expense generated by one of the variable interest entities. Deferred tax assets are
reduced by a valuation allowance to the extent management believes it is not more likely than not to be realized. The ultimate realization of deferred tax
assets is dependent upon the generation of future taxable income. Management makes estimates and judgments about future taxable income based on
assumptions that are consistent with our plans and estimates. An immaterial tax benefit was recognized for the three and six months ended September 30,
2024, and an immaterial tax provision was recognized for the three and six months ended September 30, 2023.

Results of Operations

Comparisons for the Three and Six Months Ended September 30, 2024 and 2023

The following table sets forth our unaudited condensed consolidated statements of operations for the three and six months ended September 30,
2024 and 2023, respectively, and the dollar and percentage change between the two periods:

Three Months Ended September 30, Six Months Ended September 30,
2024 2023 $ Change % Change 2024 2023 $ Change % Change

(in thousands, except percentages)
Revenue:

Service $ 38,514 $ 42,766 $ (4,252) (10 %) $ 73,193 $ 96,026 $ (22,833) (24 %)
Product 5,557 7,233 (1,676) (23 %) 11,292 14,837 (3,545) (24 %)

Total revenue 44,071 49,999 (5,928) (12 %) 84,485 110,863 (26,378) (24 %)
Cost of revenue:

Service 18,801 25,227 (6,426) (25 %) 36,050 52,172 (16,122) (31 %)
Product 2,863 3,043 (180) (6 %) 5,514 6,281 (767) (12 %)

Total cost of revenue 21,664 28,270 (6,606) (23 %) 41,564 58,453 (16,889) (29 %)
Gross profit 22,407 21,729 678 3 % 42,921 52,410 (9,489) (18 %)
Operating expenses:

Research and development 41,041 54,588 (13,547) (25 %) 85,678 116,917 (31,239) (27 %)
Sales and marketing 16,874 18,328 (1,454) (8 %) 32,346 40,986 (8,640) (21 %)
General and administrative 23,418 25,290 (1,872) (7 %) 55,778 76,030 (20,252) (27 %)
Restructuring and other charges 2,242 2,654 (412) (16 %) 2,242 6,871 (4,629) (67 %)

Total operating expenses 83,575 100,860 (17,285) (17 %) 176,044 240,804 (64,760) (27 %)
Loss from operations (61,168) (79,131) 17,963 (23 %) (133,123) (188,394) 55,271 (29 %)
Other income (expense):

Interest income, net 2,009 3,752 (1,743) (46 %) 4,583 8,059 (3,476) (43 %)
Other income (expense), net 15 145 (130) (90 %) (4) 477 (481) (101 %)

Loss before income taxes (59,144) (75,234) 16,090 (21 %) (128,544) (179,858) 51,314 (29 %)
Provision for (benefit from) income
taxes (41) 36 (77) (214 %) (41) 36 (77) (214 %)

Net loss $ (59,103) $ (75,270) $ 16,167 (21 %) $ (128,503) $ (179,894) $ 51,391 (29 %)

(1) Includes stock-based compensation expense as follows:

(1)

(1)

(1)

(1)

(1)

(1)
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Three Months Ended September 30, Six Months Ended September 30,
2024 2023 $ Change % Change 2024 2023 $ Change % Change

(in thousands, except percentages)
Cost of service revenue $ 871 $ 1,041 $ (170) (16 %) $ 1,847 $ 3,099 $ (1,252) (40 %)
Cost of product revenue 442 456 (14) (3 %) 835 870 (35) (4 %)
Research and development 8,565 10,938 (2,373) (22 %) 19,636 22,630 (2,994) (13 %)
Sales and marketing 2,155 2,016 139 7 % 4,614 3,734 880 24 %
General and administrative 7,150 9,290 (2,140) (23 %) 13,828 43,866 (30,038) (68 %)
Restructuring and other charges 303 — 303 100 % 303 641 (338) (53 %)

Total stock-based compensation
expense $ 19,486 $ 23,741 $ (4,255) (18 %) $ 41,063 $ 74,840 $ (33,777) (45 %)

(a) Includes $22.0 million of stock-based compensation charges related to the termination of a Former Lemonaid Officer during the six months ended
September 30, 2023.

The following table sets forth our condensed consolidated statements of operations data expressed as a percentage of revenue for the three and six
months ended September 30, 2024 and 2023:

Three Months Ended September 30, Six Months Ended September 30,

2024 2023 2024 2023

Revenue:
Service 87 % 86 % 87 % 87 %
Product 13 % 14 % 13 % 13 %

Total revenue 100 % 100 % 100 % 100 %
Cost of revenue:

Service 43 % 50 % 43 % 47 %
Product 6 % 7 % 6 % 6 %

Total cost of revenue 49 % 57 % 49 % 53 %
Gross profit 51 % 43 % 51 % 47 %
Operating expenses:

Research and development 93 % 109 % 101 % 105 %
Sales and marketing 39 % 37 % 38 % 37 %
General and administrative 53 % 51 % 66 % 69 %
Restructuring and other charges 5 % 5 % 3 % 6 %
Goodwill impairment — % — % — % — %

Total operating expenses 190 % 202 % 208 % 217 %
Loss from operations (139 %) (159 %) (157 %) (170 %)
Other income (expense):

Interest income, net 5 % 8 % 5 % 7 %
Other income (expense), net — % — % — % 1 %

Loss before income taxes (134 %) (151 %) (152 %) (162 %)
Provision for (benefit from) income taxes — % — % — % — %

Net loss (134 %) (151 %) (152 %) (162 %)

Revenue

Total revenue decreased by $5.9 million, or 12%, for the three months ended September 30, 2024 as compared to the three months ended
September 30, 2023. The decrease in total revenue was driven by a $5.1 million decrease in consumer services revenue, which included a $6.9 million
decrease in PGS kit revenue driven mainly by lower PGS kit sales volume, as well as a lower average selling price due to greater promotions and discounts
versus the prior year quarter.

(a)
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The decrease in consumer services revenue also included a $1.0 million decrease in telehealth services revenue and a $1.7 million decrease in telehealth
tangible product revenue, primarily driven by lower medical visits and pharmacy sales compared to the prior year quarter. In addition, there was a $0.8
million decrease in research services revenue, primarily attributable to a decrease in revenue from the GSK collaboration. These decreases were partially
offset by a $4.5 million increase in consumer PGS membership services revenue.

Total revenue decreased by $26.4 million, or 24%, for the six months ended September 30, 2024 as compared to the six months ended
September 30, 2023. The decrease in total revenue was driven by a $13.4 million decrease in consumer services revenue, which included a $14.8 million
decrease in PGS kit revenue driven mainly by lower PGS kit sales volume, as well as a lower average selling price due to greater promotions and discounts
versus the prior year period. The decrease in consumer services revenue also included a $2.9 million decrease in telehealth services revenue and a $3.5
million decrease in telehealth tangible product revenue, primarily driven by lower medical visits and pharmacy sales, partially related to the disposition of
Lemonaid Health Limited compared to the prior year period. In addition, there was a $12.9 million decrease in research services revenue, of which $11.7
million was attributable to the conclusion of the exclusive target discovery term of the original GSK Agreement in July 2023. These decreases were
partially offset by a $7.8 million increase in consumer PGS membership services revenue.

There was no therapeutics revenue for the six months ended September 30, 2024 and 2023.

Cost of Revenue, Gross Profit and Gross Margin

Total cost of revenue decreased by $6.6 million, or 23%, for the three months ended September 30, 2024 as compared to the three months ended
September 30, 2023. Cost of revenue for consumer services decreased by $6.5 million, driven by a $4.0 million decrease in the cost of revenue for PGS
primarily due to lower shipping and fulfillment, lab supplies and processing, and kit costs due to lower PGS kit sales volume. In addition, there was a $2.3
million decrease in telehealth services cost of revenue primarily from lower personnel-related expenses and related overhead allocations following the June
2023 reduction in force and the disposition of Lemonaid Health Limited during the second quarter of the fiscal 2024. There was also a $0.2 million
decrease in telehealth tangible product cost of revenue primarily from reduced shipping costs due to lower pharmacy sales volume. The cost of revenue for
research services also decreased by $0.1 million primarily due to the conclusion of the exclusive target discovery term of the original GSK Agreement in
July 2023.

Total cost of revenue decreased by $16.9 million, or 29%, for the six months ended September 30, 2024 as compared to the six months ended
September 30, 2023. Cost of revenue for consumer services decreased by $15.4 million, driven by a $7.3 million decrease in the cost of revenue for PGS
primarily due to lower shipping and fulfillment, lab supplies and processing, and kit costs due to lower PGS kit sales volume. In addition, there was a $7.3
million decrease in telehealth services cost of revenue primarily from lower personnel-related expenses and related overhead allocations following the June
2023 reduction in force and the disposition of Lemonaid Health Limited during the second quarter of the fiscal 2024. There was also a $0.8 million
decrease in telehealth tangible product cost of revenue primarily from reduced shipping costs due to lower pharmacy sales volume. The cost of revenue for
research services also decreased by $1.5 million primarily due to the conclusion of the exclusive target discovery term of the original GSK Agreement in
July 2023.

Our overall gross profit increased by $0.7 million, or 3%, to $22.4 million for the three months ended September 30, 2024 from $21.7 million for
the three months ended September 30, 2023. The increase in gross profit was primarily due to an increase in consumer gross profit of $1.4 million, which
was primarily driven by an increase in consumer PGS and telehealth service gross profit, partially offset by a decrease in telehealth product gross profit.
This increase was partially offset by a $0.7 million decrease in research services gross profit mainly driven by the conclusion of the exclusive target
discovery term of the original GSK Agreement in July 2023. Our gross margin improved from 43% for the three months ended September 30, 2023 to 51%
for the three months ended September 30, 2024. The increase in gross margin was primarily due to an increase in consumer services gross margin due to
continued growth of our membership services.

Our overall gross profit decreased by $9.5 million, or 18%, from $52.4 million for the six months ended September 30, 2023 to $42.9 million for
the six months ended September 30, 2024. The decrease in gross profit was primarily due to a decrease of $11.4 million in research services gross profit
mainly driven by the conclusion of the exclusive target discovery term of the original GSK Agreement in July 2023. This decrease was partially offset by a
$1.9 million increase in consumer gross profit, which was primarily driven by an increase in telehealth service gross profit, partially offset by a decrease in
telehealth product gross profit. Our gross margin improved from 47 % for the six months ended September 30, 2023 to 51 % for the six months ended
September 30, 2024. The increase in gross margin was
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primarily due to an increase in consumer services gross margin due to continued growth of our membership services, as well as a decrease in telehealth
services cost of revenue following the June 2023 reduction in force and the disposition of Lemonaid Health Limited during the second quarter of the fiscal
2024.

Gross margin has historically been higher for activities associated with research services than for consumer services, which includes PGS kits,
membership and telehealth services.

Research and Development Expenses

The following table sets forth our research and development expenses for the three and six months ended September 30, 2024 and 2023, and the
dollar and percentage change between the two periods:

Three Months Ended September 30, Six Months Ended September 30,
2024 2023 $ Change % Change 2024 2023 $ Change % Change

(in thousands, except percentages)

Personnel-related expenses $ 23,986 $ 28,737 $ (4,751) (17 %) $ 51,678 $ 61,618 $ (9,940) (16 %)
Lab-related research services 4,290 11,886 (7,596) (64 %) 9,134 28,808 (19,674) (68 %)
Depreciation, amortization, equipment, and
supplies, net of capitalized internal-use
software 1,336 1,627 (291) (18 %) 3,218 2,403 815 34 %
Facilities, overhead allocations and other 11,429 12,338 (909) (7 %) 21,648 24,088 (2,440) (10 %)

Total research and development
expenses $ 41,041 $ 54,588 $ (13,547) (25 %) $ 85,678 $ 116,917 $ (31,239) (27 %)

Research and development expenses for the three months ended September 30, 2024 decreased to $41.0 million as compared to $54.6 million for
the three months ended September 30, 2023. The $13.5 million, or 25%, decrease was primarily attributable to a $7.6 million decrease in lab-related
research services from our proprietary and collaboration therapeutics programs as we opted for a royalty on several GSK partnered programs, resulting in a
significant reduction of GSK collaboration expenses during the three months ended September 30, 2024. In addition, there was a $4.8 million decrease in
personnel-related expenses, including a decrease in non-cash stock-based compensation expense, primarily due to reductions in force. In addition, there
was a $0.9 million decrease in facilities, overhead allocations and other expenses, primarily due to a reduction in overhead allocations resulting from the
aforementioned reductions in force.

Research and development expenses for the six months ended September 30, 2024 decreased to $85.7 million as compared to $116.9 million for
the six months ended September 30, 2023. The $31.2 million, or 27%, decrease was primarily attributable to a $19.7 million decrease in lab-related
research services from our proprietary and collaboration therapeutics programs as we opted for a royalty on several GSK partnered programs, resulting in a
significant reduction of GSK collaboration expenses during the six months ended September 30, 2024. In addition, there was a $9.9 million decrease in
personnel-related expenses, including a decrease in non-cash stock-based compensation expense, primarily due to reductions in force. In addition, there
was a $2.4 million decrease in facilities, overhead allocations and other expenses, primarily due to a reduction in overhead allocations resulting from the
aforementioned reductions in force. These decreases were offset by a $0.8 million increase in depreciation, amortization, equipment and supplies, net of
capitalized internal use software, primarily related to fewer internal use software project hours in development during the six months ended September 30,
2024.
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Sales and Marketing Expenses

The following table sets forth our sales and marketing expenses for the three and six months ended September 30, 2024 and 2023, and the dollar
and percentage change between the two periods:

Three Months Ended September 30, Six Months Ended September 30,

2024 2023 $ Change % Change 2024 2023 $ Change % Change

(in thousands, except percentages)

Advertising and brand $ 6,881 $ 7,748 $ (867) (11 %) $ 12,541 $ 19,689 $ (7,148) (36 %)
Personnel-related expenses 5,478 4,656 822 18 % 11,049 9,358 1,691 18 %
Intangibles amortization and impairment,
depreciation, equipment, and supplies 1,283 3,159 (1,876) (59 %) 2,574 6,325 (3,751) (59 %)
Facilities, overhead allocations and other 3,232 2,765 467 17 % 6,182 5,614 568 10 %

Total sales and marketing expenses $ 16,874 $ 18,328 $ (1,454) (8 %) $ 32,346 $ 40,986 $ (8,640) (21 %)

Sales and marketing expenses for the three months ended September 30, 2024 decreased to $16.9 million as compared to $18.3 million for the
three months ended September 30, 2023. The decrease of $1.5 million, or 8%, was primarily driven by a $1.9 million decrease in intangible asset
amortization and impairment, depreciation, equipment, and supplies primarily due to customer relationships being fully amortized within intangible assets
in the second quarter of fiscal 2024. In addition, there was a decrease of $0.9 million in advertising and brand-related expenses due to a reduction in
marketing campaigns and spending. These decreases were partially offset by a $0.8 million increase in personnel-related expenses, including an increase in
non-cash stock-based compensation expense, and a $0.4 million increase in overhead allocations, primarily due to increased headcount.

Sales and marketing expenses for the six months ended September 30, 2024 decreased to $32.3 million as compared to $41.0 million for the six
months ended September 30, 2023. The decrease of $8.6 million, or 21%, was primarily driven by a $7.1 million decrease in advertising and brand-related
expenses due to a reduction in marketing campaigns and spending. There was also a decrease of $3.8 million in intangible asset amortization and
impairment, depreciation, equipment, and supplies primarily due to customer relationships being fully amortized within intangible assets in the second
quarter of fiscal 2024. These decreases were partially offset by a $1.7 million increase in personnel-related expenses, including an increase in non-cash
stock-based compensation expense, and a $0.6 million increase in overhead allocations, primarily due to increased headcount.

General and Administrative Expenses

Total general and administrative expenses for the three months ended September 30, 2024 decreased by $1.9 million, or 7%, to $23.4 million as
compared to $25.3 million for the three months ended September 30, 2023. The decrease was primarily due to a $2.7 million reduction in personnel
related-expenses, primarily driven by a decrease in non-cash stock-based compensation due to several executive terminations. In addition, there was a
decrease of $1.4 million in other expenses, including business insurance. These decreases were partially offset by a $2.2 million increase in outside services
expenses primarily due to legal and finance costs incurred by the Special Committee.

Total general and administrative expenses for the six months ended September 30, 2024 decreased by $20.3 million, or 27%, to $55.8 million as
compared to $76.0 million for the six months ended September 30, 2023. The decrease was primarily due to a $29.8 million reduction in non-cash stock-
based compensation, of which $22.0 million was related to a charge taken during the three months ended June 30, 2023 due to the departure of a Former
Lemonaid Officer. See Note 13, “Equity Incentive Plans and Stock-Based Compensation” to our condensed consolidated financial statements for details. In
addition, there was a $1.6 million decrease in other payroll-related expenses and a $2.8 million decrease in other expenses, including business insurance.
These decreases were partially offset by a $13.9 million increase in outside services expenses primarily due to a non-recurring litigation settlement, net of
probable insurance recoveries, legal and finance costs incurred by the Special Committee, and an increase in consulting fees.

Restructuring and Other Charges

Restructuring and other charges for the three months ended September 30, 2024 decreased by $0.4 million, or 16%, to $2.2 million as compared to
$2.7 million for the three months ended September 30, 2023. The charges for the three months ended September 30, 2024 consisted primarily of employee
severance and termination benefits related to the
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August 2024 reduction in force of $2.2 million, of which $0.3 million was non-cash stock-based compensation expense as compared to the three months
ended September 30, 2023, which consisted primarily of employee severance and termination benefits related to the August 2023 reduction in force of $2.7
million.

Restructuring and other charges for the six months ended September 30, 2024 decreased by $4.6 million, or 67%, to $2.2 million as compared to
$6.9 million for the six months ended September 30, 2023. The charges for the six months ended September 30, 2024 consisted primarily of employee
severance and termination benefits related to the August 2024 reduction in force of $2.2 million, of which $0.3 million was non-cash stock-based
compensation expense as compared to the three months ended September 30, 2023, which consisted primarily of employee severance and termination
benefits related to the June 2023 and August 2023 reductions in force of $6.9 million, of which $0.6 million was non-cash stock-based compensation
expense. See Note 9 — “Restructuring” to our condensed consolidated financial statements for details.

Interest Income, net

Interest income, net decreased by $1.7 million from $3.8 million for the three months ended September 30, 2023 to $2.0 million for the three
months ended September 30, 2024 primarily due to a decrease in the cash equivalents balance held in money market funds, partially offset by an increase in
interest yields compared to the prior year period.

Interest income, net decreased by $3.5 million from $8.1 million for the six months ended September 30, 2023 to $4.6 million for the three months
ended September 30, 2024 primarily due to a decrease in the cash equivalents balance held in money market funds, partially offset by an increase in interest
yields compared to the prior year period

Adjusted EBITDA

We evaluate the performance of each segment based on Adjusted EBITDA, which is a non-GAAP financial measure that we define as net income
(loss) before net interest income (expense), net other income (expense), income tax expenses (benefit), depreciation and amortization, impairment charges,
stock-based compensation expense, and other items that are considered unusual or not representative of underlying trends of our business, including but not
limited to: litigation settlements, gains or losses on dispositions of subsidiaries and transaction-related costs, and cyber security incident expenses, net of
probable insurance recoveries, if applicable for the periods presented. Adjusted EBITDA is a key measure used by our management and our Board of
Directors to understand and evaluate our operating performance and trends, to prepare and approve our annual budget, and to develop short- and long-term
operating plans. In particular, we believe that the exclusion of the items eliminated in calculating Adjusted EBITDA provides useful measures for period-
to-period comparisons of our business. Accordingly, we believe that Adjusted EBITDA provides useful information in understanding and evaluating our
operating results in the same manner as our management and our Board of Directors. Adjusted EBITDA should not be considered in isolation of, or as an
alternative to, measures prepared in accordance with GAAP. Other companies, including companies in our industry, may calculate similarly-titled non-
GAAP financial measures differently or may use other measures to evaluate their performance, all of which could reduce the usefulness of Adjusted
EBITDA as a tool for comparison. There are a number of limitations related to the use of these non-GAAP financial measures rather than net loss, which is
the most directly comparable financial measure calculated in accordance with GAAP.

Some of the limitations of Adjusted EBITDA include (i) Adjusted EBITDA does not properly reflect capital commitments to be paid in the future,
and (ii) although depreciation and amortization are non-cash charges, the underlying assets may need to be replaced and Adjusted EBITDA does not reflect
these capital expenditures. In evaluating Adjusted EBITDA, you should be aware that in the future we will incur expenses similar to the adjustments in this
presentation. Our presentation of Adjusted EBITDA should not be construed as an inference that our future results will be unaffected by these expenses or
any unusual or non-recurring items. When evaluating our performance, you should consider Adjusted EBITDA alongside other financial performance
measures, including our net loss and other GAAP results.
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The following tables reconcile net loss to Adjusted EBITDA for the three and six months ended September 30, 2024 and 2023 on a Company-wide
basis and for each of our segments:

 Three Months Ended September 30, Six Months Ended September 30,
 2024 2023 $ Change % Change 2024 2023 $ Change % Change
 (in thousands, except percentages)
Segment Revenue: 

Consumer and Research Services $ 44,071 $ 49,999 $ (5,928) (12 %) $ 84,485 $ 110,863 $ (26,378) (24 %)

Total revenue $ 44,071 $ 49,999 $ (5,928) (12 %) $ 84,485 $ 110,863 $ (26,378) (24 %)
Segment Adjusted EBITDA:
Consumer and Research Services Adjusted
EBITDA $ (8,633) $ (6,673) $ (1,960) 29 % $ (17,474) $ (12,275) $ (5,199) 42 %

Therapeutics Adjusted EBITDA (11,975) (26,224) 14,249 (54 %) (24,392) (57,363) $ 32,971 (57 %)
Unallocated Corporate (12,804) (12,156) (648) 5 % (26,708) (25,215) $ (1,493) 6 %

Total Adjusted EBITDA $ (33,412) $ (45,053) $ 11,641 (26 %) $ (68,574) $ (94,853) $ 26,279 (28 %)
Reconciliation of net loss to Adjusted
EBITDA:
Net loss $ (59,103) $ (75,270) $ 16,167 (21 %) $ (128,503) $ (179,894) $ 51,391 (29 %)
Adjustments:
Interest income, net (2,009) (3,752) 1,743 (46 %) (4,583) (8,059) 3,476 (43 %)

Other (income) expense, net (15) (145) 130 (90 %) 4 (477) 481 (101 %)

Provision for (benefit from) income taxes (41) 36 (77) (214 %) (41) 36 (77) (214 %)

Depreciation and amortization 4,972 4,474 498 11 % 8,983 8,951 32 — %

Amortization of acquired intangible assets 1,775 3,638 (1,863) (51 %) 3,551 7,277 (3,726) (51 %)

Stock-based compensation expense 19,486 23,741 (4,255) (18 %) 41,063 74,840 (33,777) (45 %)
Loss on disposition of Lemonaid Health
and transaction-related costs — 2,127 (2,127) (100 %) — 2,375 (2,375) (100 %)

Litigation settlement cost — 98 (98) (100 %) — 98 (98) (100 %)
Cyber security incident expenses, net of
probable insurance recoveries 1,523 — 1,523 100 % 10,952 — 10,952 100 %

Total Adjusted EBITDA $ (33,412) $ (45,053) $ 11,641 (26 %) $ (68,574) $ (94,853) $ 26,279 (28 %)

(1) There was no Therapeutics revenue for the three and six months ended September 30, 2024 and 2023.

(2) Certain department expenses such as Finance, Legal, Regulatory and Supplier Quality, Corporate Communications, Corporate Development, and
CEO Office are not reported as part of the reporting segments as reviewed by the CODM. These amounts are included in Unallocated Corporate.

(3) Refer to Note 17, “Disposition of Subsidiary” for additional information.

(4) Refer to Note 11, “Commitments and Contingencies — Cyber Security Incident” for additional information.

Consumer and Research Services

Three Months Ended September 30, 2024

Consumer and Research Services Adjusted EBITDA decreased by $2.0 million, or 29%, for the three months ended September 30, 2024 as
compared to the three months ended September 30, 2023, due to a decrease in revenue of $5.9 million, or 12%, partially offset by a decrease in expenses of
$3.9 million, or 7%.

Consumer and Research Services revenue decreased driven by a $5.1 million decrease in consumer services revenue, which included a $6.9
million decrease in PGS kit revenue mainly related to lower PGS kit sales volume, as well as a lower average selling price due to greater promotions and
discounts versus the prior year quarter. The decrease in consumer services revenue also included a $1.0 million decrease in telehealth services revenue and
a $1.7 million decrease in telehealth tangible product revenue, primarily driven by lower medical visits and pharmacy sales compared to the prior year
quarter. In addition, there was a $0.8 million decrease in research services revenue, primarily attributable to a decrease in revenue from the GSK
collaboration. These decreases were partially offset by a $4.5 million increase in consumer PGS membership services revenue.

(1)

(2)

(3)

(4)
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Consumer and Research Services expenses decreased primarily due to a $2.9 million decrease in shipping and fulfillment, lab supplies and
processing, and kit costs due to lower PGS kit sales volume. There was also a $0.8 million decrease in payroll-related expenses, and a $0.8 million decrease
in advertising and brand-related expenses. These decreases were partially offset by a $0.5 million net increase in other expenses.

Six Months Ended September 30, 2024

Consumer and Research Services Adjusted EBITDA decreased by $5.2 million, or 42%, for the six months ended September 30, 2024 as
compared to the six months ended September 30, 2023, due to a decrease in revenue of $26.4 million, or 24%, partially offset by a decrease in expenses of
$21.2 million, or 17%.

Consumer and Research Services revenue decreased driven by a $13.4 million decrease in consumer services revenue, which included a $14.8
million decrease in PGS kit revenue mainly related to lower PGS kit sales volume, as well as a lower average selling price due to greater promotions and
discounts versus the prior year period. The decrease in consumer services revenue also included a $2.9 million decrease in telehealth services revenue and a
$3.5 million decrease in telehealth tangible product revenue, primarily driven by lower medical visits and pharmacy sales, partially related to the
disposition of Lemonaid Health Limited compared to the prior year period. In addition, there was a $12.9 million decrease in research services revenue, of
which $11.7 million was attributable to the conclusion of the exclusive target discovery term of the original GSK Agreement in July 2023. These decreases
were partially offset by a $7.8 million increase in consumer PGS membership services revenue.

Consumer and Research Services expenses decreased due to a $7.6 million decrease in payroll-related expenses primarily related to a reduction in
force and the disposition of Lemonaid Health Limited. There was also a $7.1 million decrease in advertising and brand-related expenses due to a reduction
in marketing campaigns and spend. In addition, there was a $6.6 million decrease in shipping and fulfillment, lab supplies and processing, and kit costs due
to lower PGS kit sales volume. Non-capitalized equipment and supplies decreased by $1.3 million, consulting costs decreased by $0.8 million and other
operating expenses decreased by $1.1 million. These decreases were partially offset by a $2.3 million increase in expenses due to fewer internal use
software project hours in development and a $1.0 million increase in overhead allocations.

Therapeutics

Therapeutics’ Adjusted EBITDA improved by $14.2 million, or 54%, for the three months ended September 30, 2024 as compared to the three
months ended September 30, 2023, resulting from a decrease in expenses. There was a $7.8 million decrease in lab-related research services as we opted
for a royalty on several GSK partnered programs, resulting in a significant reduction of GSK collaboration expenses during the three months ended
September 30, 2024. In addition, there was a $5.0 million decrease in payroll-related expenses as a result of reductions in force and a $1.4 million net
decrease in other expenses.

Therapeutics’ Adjusted EBITDA improved by $33.0 million, or 57%, for the six months ended September 30, 2024 as compared to the six months
ended September 30, 2023, resulting from a decrease in expenses. There was a $20.1 million decrease in lab-related research services as we opted for a
royalty on several GSK partnered programs, resulting in a significant reduction of GSK collaboration expenses during the six months ended September 30,
2024. In addition, there was a $10.3 million decrease in payroll-related expenses as a result of reductions in force, a $1.3 million decrease in non-
capitalized equipment and supplies, a $0.8 million decrease in overhead allocations and a $0.5 million net decrease in other expenses.

There was no revenue for the Therapeutics segment for the six months ended September 30, 2024 and 2023.

Liquidity and Capital Resources

We have financed our operations primarily through sales of equity securities and sales of PGS, telehealth, and research services. During fiscal
2022, we received gross proceeds of $309.7 million from the Merger and $250.0 million from the PIPE investment consummated in connection with the
Merger. Our primary requirements for liquidity and capital are to fund operating needs and finance working capital, capital expenditures, and general
corporate purposes.

As of September 30, 2024, our principal source of liquidity was our cash and cash equivalents balance of $126.6 million, which is held for
working capital purposes. We have incurred significant operating losses as reflected in our accumulated deficit and negative cash flows from operations.
We had an accumulated deficit of $2.3 billion as of September 30, 2024.
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We will need additional liquidity to fund our necessary expenditures and financial commitments for 12 months after the date that the unaudited
condensed consolidated financial statements included elsewhere in this Form 10-Q are issued. We have determined that, as of the filing date of this report,
there is substantial doubt about our ability to continue as a going concern.

To improve our financial condition and liquidity position, we are working to execute our business plan, manage ongoing operational expenses, and
implement cost-cutting measures, as well as considering raising additional capital. See Note 19, “Subsequent Events” for additional details. Our ability to
continue as a going concern, however, is contingent upon our ability to successfully implement our operational and financial plans, and if we fail to do so
and/or are unable to raise sufficient capital or consummate a strategic transaction, we could be forced to modify or cease operations. While we believe in
the viability of our strategy, there are numerous risks and uncertainties that may prevent, and there can be no assurances regarding, the successful
implementation of our operational and financial plans and/or the consummation of any transactions. See Note 1, “Organization and Description of
Business” for additional details.

The unaudited interim condensed consolidated financial statements have been prepared assuming that we will continue as a going concern.

Our future capital requirements will depend on many factors including our revenue growth rate, the timing and extent of spending to support
further sales and marketing activities, and research and development efforts. We may continue to enter into arrangements to acquire or invest in
complementary businesses, products, and technologies. We may not be able to obtain additional financing on terms acceptable to us or at all. Our ability to
obtain additional financing depends on a number of factors, including, but not limited to, the market price of our Class A common stock, the availability
and cost of additional equity capital, our ability to retain the listing of our Class A common stock on The Nasdaq Stock Market, and the general economic
and industry conditions affecting the availability and cost of capital. If we raise additional funds by issuing equity or equity-linked securities, our
stockholders may experience dilution. Future debt financing, if available, may involve covenants restricting our operations or our ability to incur additional
debt. If we are unable to raise additional capital when desired, our business, results of operations, and financial condition would be materially and adversely
affected. See Note 2, "Summary of Significant Accounting Policies - Liquidity and Going Concern."

Cash from operations could also be affected by our customers and other risks, including, without limitation, those risks set forth in Part I, Item 1A,
“Risk Factors,” of our Fiscal 2024 Form 10-K, as amended and supplemented in our subsequent reports and filings with the SEC. We will require
additional financing to execute our ongoing and future operations and expect to continue to maintain financing flexibility in the current market conditions.

On February 6, 2023, we entered into a Sales Agreement (the “Sales Agreement”) with Cowen and Company, LLC (the “Agent”), pursuant to
which we may sell, from time to time, at our option, up to $150.0 million in aggregate principal amount of an indeterminate amount of shares of our Class
A common stock, $0.0001 par value per share (the “ATM Shares”), through the Agent, as our sales agent (the “ATM program”). Subject to the terms of the
Sales Agreement, the Agent will use reasonable efforts to sell the ATM Shares from time to time, based upon our instructions (including any price, time, or
size limits or other customary parameters or conditions that we may impose), by methods deemed to be an “at the market offering” as defined in Rule
415(a)(4) promulgated under the Securities Act of 1933, as amended, and pursuant to the Shelf Registration Statement on Form S-3 that we filed with the
SEC on February 6, 2023. We will pay the Agent a commission of 3.0% of the gross proceeds from the sales of the ATM Shares, if any. We have also
agreed to provide the Agent with customary indemnification and contribution rights. The offering of the ATM Shares will terminate upon the earliest of (a)
the sale of the maximum number or amount of the ATM Shares permitted to be sold under the Sales Agreement and (b) the termination of the Sales
Agreement by the parties thereto. While we cannot provide any assurances that we will sell any ATM Shares pursuant to the Sales Agreement, we expect to
use the net proceeds from the sale of securities under the Sales Agreement, if any, for general corporate purposes, including working capital requirements
and operating expenses; we, however, have not allocated the net proceeds for specific purposes. As of the date of this Form 10-Q, we have not made any
sales under the Sales Agreement.

For the six months ended September 30, 2024, there were no material changes outside of the ordinary course of business in our commitments and
contractual obligations disclosed in the Fiscal 2024 Form 10-K, except for the settlement related to the cyber security incident. During the six months
ended September 30, 2024, the Company recorded a payable related to the settlement of $30.0 million. See Note 11, “Commitments and Contingencies,” to
our condensed consolidated financial statements included elsewhere in this Form 10-Q for additional details.
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Cash Flows

The following table summarizes our cash flows for the periods presented:

Six Months Ended September 30,
2024 2023

(in thousands)

Net cash used in operating activities $ (84,200) $ (126,474)
Net cash used in investing activities $ (3,856) $ (5,468)
Net cash provided by financing activities $ 269 $ 1,479 

Cash Flows from Operating Activities

Net cash used in operating activities of $84.2 million for the six months ended September 30, 2024 was primarily related to a net loss of $128.5
million, partially offset by non-cash charges for stock-based compensation of $41.1 million, depreciation and amortization of $7.9 million, and
amortization and impairment of internal-use software of $4.6 million. The net changes in operating assets and liabilities of $9.2 million were primarily
related to a decrease in accounts payable of $5.1 million primarily due to the timing of vendor payments, a decrease in deferred revenue of $5.1 million as a
result of a decrease in research services deferred revenue related to GSK collaboration, and lower PGS kit sales, a decrease in operating lease liabilities of
$4.8 million primarily due to lease payments, an increase in inventories of $2.4 million primarily driven by an increase in kit inventory in preparation for
July’s and October’s Amazon Prime Day, and an increase in deferred cost of revenue of $1.0 million primarily due to PGS kits sales during the holiday
season. These were partially offset by an increase in accrued and other current liabilities of $1.9 million due to timing of vendor invoice receipts, a decrease
in accounts receivable of $2.9 million primarily due to timing of customer billing, and a decrease in operating right-of-use assets of $3.8 million primarily
due to right-of-use assets amortization.

Net cash used in operating activities of $126.5 million for the six months ended September 30, 2023 was primarily related to a net loss of $179.9
million, partially offset by non-cash charges for stock-based compensation of $74.8 million, depreciation and amortization of $13.7 million, amortization
and impairment of internal-use software of $2.5 million, and loss on the disposition of Lemonaid Health Limited of $2.0 million. The net changes in
operating assets and liabilities of $39.2 million were primarily related to a decrease in deferred revenue of $22.2 million as a result of a decrease in research
services deferred revenue related to the GSK collaboration, a decrease in operating lease liabilities of $4.2 million primarily due to lease payments, a
decrease in accounts payable of $4.0 million primarily due to the timing of payments, a decrease in accrued and other current liabilities of $5.7 million
primarily due to timing of vendor invoice receipts, an increase in inventories of $4.7 million primarily driven by a buildup of kit inventory in preparation
for the holiday season and an increase in prepaid expenses and other current assets of $2.4 million primarily due to an increase in prepaid insurance. These
decreases were partially offset by a decrease in operating right-of-use assets of $3.5 million primarily due to right-of-use assets amortization.

Cash Flows from Investing Activities

Net cash used in investing activities was $3.9 million for the six months ended September 30, 2024, which consisted of capitalization of internal-
use software costs of $3.4 million and purchases of property and equipment of $0.6 million, offset by proceeds from sale of property and equipment of $0.2
million.

Net cash used in investing activities was $5.5 million for the six months ended September 30, 2023, which consisted of capitalization of internal-
use software costs of $4.8 million and purchases of property and equipment of $0.7 million.

Cash Flows from Financing Activities

Net cash provided by financing activities was $269.0 thousand for the six months ended September 30, 2024.

Net cash provided by financing activities was $1.5 million for the six months ended September 30, 2023, which consisted of $0.5 million in
proceeds from the exercise of stock options and $1.4 million in proceeds from the issuance of Class A common stock under the ESPP, partially offset by
$0.1 million in payments for taxes related to net share settlement of equity award and $0.3 million in payments of deferred offering costs.
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Contractual Obligations and Commitments

Our lease portfolio includes leased offices, dedicated lab facility and storage space, and dedicated data center facility space, with remaining
contractual periods ranging from 1.3 years to 6.8 years. Refer to Note 10, “Leases,” to our unaudited condensed consolidated financial statements included
elsewhere in this Form 10-Q for a summary of our future minimum lease obligations.

In the normal course of business, we enter into non-cancelable purchase commitments with various parties for purchases. Refer to Note 11,
“Commitments and Contingencies,” to our unaudited condensed consolidated financial statements included elsewhere in this Form 10-Q for a summary of
our commitments as of September 30, 2024.

Critical Accounting Policies and Estimates

Our condensed consolidated financial statements and the related notes thereto included elsewhere in this Form 10-Q are prepared in accordance
with GAAP. The preparation of condensed consolidated financial statements also requires us to make estimates and assumptions that affect the reported
amounts of assets, liabilities, revenue, costs and expenses, and related disclosures. We base our estimates on historical experience and on various other
assumptions that we believe to be reasonable under the circumstances. Actual results could differ significantly from the estimates made by management. To
the extent that there are differences between our estimates and actual results, our future financial statement presentation, financial condition, results of
operations, and cash flows will be affected. We believe that the following are the critical accounting policies used in the preparation of our condensed
consolidated financial statements, as well as the significant estimates and judgments affecting the application of these policies. This discussion and analysis
should be read in conjunction with our condensed consolidated financial statements and related notes included in this Form 10-Q.

Our significant accounting policies are described in Note 2 to our consolidated financial statements included in our Fiscal 2024 Form 10-K. These
are the policies that we believe are the most critical to aid in fully understanding and evaluating our condensed consolidated financial condition and results
of operations.

Revenue Recognition

We generate revenue from our Consumer and Research Services segment, which includes revenue from PGS, telehealth, and research services. In
accordance with ASC 606, revenue is recognized when a customer obtains control of promised goods or services. The amount of revenue recognized
reflects the consideration that we expect to receive in exchange for these goods or services.

We sell through multiple channels, including direct-to-consumer via our website and through online retailers. If the customer does not return the
kit, services cannot be completed by us, potentially resulting in unexercised rights (“breakage”) revenue. To estimate breakage, we apply the practical
expedient available under ASC 606 to assess our customer contracts on a portfolio basis as opposed to individual customer contracts, due to the similarity
of customer characteristics, at the sales channel level. We recognize the breakage amounts as revenue, proportionate to the pattern of revenue recognition of
the returning kits in these respective sales channel portfolios. We estimate breakage for the portion of kits not expected to be returned using an analysis of
historical data and consider other factors that could influence customer kit return behavior. We update our breakage rate estimate periodically and, if
necessary, adjust the deferred revenue balance accordingly. If actual return patterns vary from the estimate, actual breakage revenue may differ from the
amounts recorded.

We recognized breakage revenue from unreturned kits of $5.4 million and $4.3 million for the three months ended September 30, 2024 and 2023,
respectively, and $9.4 million and $8.9 million for the six months ended September 30, 2024 and 2023, respectively. A hypothetical ten percent change in
our breakage rate estimate would not have had a material impact on total revenue recognized during the three and six months ended September 30, 2024.

There have been no material changes to our critical accounting policies and estimates as compared to those described in the section titled
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” set forth in the Fiscal 2024 Form 10-K.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

We have operations primarily within the United States and we are exposed to market risk in the ordinary course of our business. Market risk
represents the risk of loss that may impact our financial position due to adverse changes in financial market prices and rates. We do not believe that
inflation has had a material effect on our business, results of
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operations or financial condition. Nonetheless, if our costs were to become subject to significant inflationary pressures, we may not be able to fully offset
such higher costs. Our inability or failure to do so could harm our business, results of operations or financial conditions.

Interest Rate Risk

As of September 30, 2024, we had $126.6 million in cash and cash equivalents. Our cash equivalents are comprised primarily of money market
accounts. Due to the short-term nature of these instruments, we believe that we do not have any material exposure to changes in the fair value of our
investment portfolio as a result of changes in interest rates. Declines in interest rates, however, would reduce future interest income and cash flows. A
hypothetical 10% change in interest rates during the three and six months ended September 30, 2024 and 2023 would not have had a material impact on our
historical condensed consolidated financial statements.

Foreign Currency Risk

Our results of operations and cash flows are subject to fluctuations due to changes in foreign currency exchange rates. Currently, substantially all
our revenue and expenses are denominated in U.S. dollars. Revenue and expenses are remeasured each day at the exchange rate in effect on the day the
transaction occurred. Our results of operations and cash flows in the future may be adversely affected due to an expansion of non-U.S. dollar denominated
contracts and changes in foreign exchange rates. The effect of a hypothetical 10% change in foreign currency exchange rates applicable to our business
would not have had a material impact on our historical condensed consolidated financial statements for the three and six months ended September 30, 2024
and 2023. To date, we have not engaged in any hedging strategies. If our international activities grow, we will continue to reassess our approach to manage
the risk relating to fluctuations in currency rates.

Item 4. Controls and Procedures

Disclosure Controls and Procedures

Disclosure controls and procedures are controls and other procedures that are designed to ensure that information required to be disclosed in our
reports filed or submitted under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in the SEC’s rules
and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed in company reports filed or submitted under the Exchange Act is accumulated and communicated to management, including our Chief Executive
Officer and Chief Financial Officer, to allow timely decisions regarding required disclosure.

We do not expect that our disclosure controls and procedures will prevent all errors and all instances of fraud. Disclosure controls and procedures,
no matter how well conceived and operated, can provide only reasonable assurance of achieving the desired control objectives. Further, the design of
disclosure controls and procedures must reflect the fact that there are resource constraints, and the benefits must be considered relative to their costs. The
design of disclosure controls and procedures also is based partly on certain assumptions about the likelihood of future events, and there can be no assurance
that any design will succeed in achieving its stated goals under all potential future conditions.

As of September 30, 2024, as required by Rules 13a-15 and 15d-15 under the Exchange Act, our Chief Executive Officer and Chief Financial
Officer carried out an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures. Based upon their evaluation,
our Chief Executive Officer and Chief Financial Officer concluded that, as a result of the material weakness in internal control over financial reporting as
described below, our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) were not effective as of
September 30, 2024.

As a result of the resignations of seven non-employee directors from the Company’s Board of Directors on September 17, 2024, the Company did
not have a majority independent Board of Directors with an independent Audit Committee as of September 30, 2024. Accordingly, material weaknesses in
the control environment and monitoring of the internal control over financial reporting were identified as a result of the lack of oversight by an independent
Audit Committee to assess the development and performance of internal control, maintain reporting lines and responsibilities, and demonstrate a
commitment to integrity and ethical values that support a functioning system of internal control, all of which impacted the Company’s ability to monitor
and evaluate whether the components of internal control were present and functioning and properly evaluate deficiencies.

Remediation Efforts to Address Deficiencies in Internal Control Over Financial Reporting
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On October 29, 2024, the Company announced the appointment of three independent board members (the “New Directors”), each of whom were
appointed to the Audit Committee of the Board of Directors. Each of the New Directors (i) qualifies as an Independent Director (as defined in Nasdaq
Listing Rule 5605(a)(2)), (ii) meets the criteria for independence set forth in Rule 10A-3(b)(1) under the Securities Exchange Act of 1934, as amended, (iii)
has not participated in the preparation of the financial statements of the Company or any current subsidiary of the Company at any time during the past
three years, and (iv) is able to read and understand fundamental financial statements. Additionally, at least one of the New Directors qualifies and was
designated as the “audit committee financial expert.” The Company is working to remediate the material weakness upon demonstration of effective
oversight of external financial reporting and internal controls over financial reporting within fiscal 2025.

Changes in Internal Control over Financial Reporting

Except with respect to the material weakness described above, there was no change in our internal control over financial reporting, as defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act, during the fiscal quarter ended September 30, 2024 that has materially affected, or is reasonably
likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

The information set forth in Note 11, “Commitments and Contingencies,” of the Condensed Consolidated Financial Statements of this Form 10-Q
is incorporated herein by reference.

Item 1A. Risk Factors

Except as set forth below, there have been no material changes to the risk factors set forth in Part I, Item 1A., “Risk Factors,” of the Fiscal 2024
Form 10-K.

There is substantial doubt regarding our ability to continue as a going concern.

We incurred significant operating losses as reflected in our accumulated deficit and negative cash flows from operations. As of September 30,
2024, we had an accumulated deficit of $2.3 billion, and cash and cash equivalents of $126.6 million. We will need additional liquidity to fund our
necessary expenditures and financial commitments for 12 months after the date that the unaudited condensed consolidated financial statements included in
this Form 10-Q are issued. We have determined that, as of the filing date of this report, there is substantial doubt about our ability to continue as a going
concern.

To improve our financial condition and liquidity position, we are working to execute our business plan, manage ongoing operational expenses, and
implement cost-cutting measures, as well as considering raising additional capital. Our ability to continue as a going concern, however, is contingent upon
our ability to successfully implement our operational and financial plans, and if we fail to do so and/or are unable to raise sufficient capital or consummate
a strategic transaction, we could be forced to modify or cease operations. While we believe in the viability of our strategy there are numerous risks and
uncertainties may prevent, and there can be no assurances regarding, the successful implementation of our operational and financial plans and/or the
consummation of any transactions.

Furthermore, the reaction of investors to our potential inability to continue as a going concern could also have a material and adverse impact on
the price of our Class A common stock, which could negatively impact our ability to obtain stock-based financing or enter into strategic transactions.
Additionally, the perception that we may not be able to continue as a going concern may cause prospective partners or collaborators to choose not to
conduct business with us due to concerns about our ability to meet our contractual obligations and continue operating our business without interruption.

The ultimate effect of the Reverse Stock Split on the market price of our Class A common stock cannot be predicted with any certainty and
may decrease the liquidity of our Class A common stock and magnify any decrease in our overall market capitalization.

Effective October 16, 2024, we effected a one-for-twenty reverse stock split of all of our issued and outstanding shares of Class A common stock
and Class B common stock, pursuant to which every twenty shares of our Class A common stock and Class B common stock were automatically combined
into one issued and outstanding share of our respective Class A common stock and Class B common stock.

The ultimate effect of the Reverse Stock Split on the market price of our Class A common stock cannot be predicted with any certainty, and we
cannot assure you that the Reverse Stock Split will result in any or all of the expected benefits, including enabling us to maintain compliance with the
Nasdaq listing standards for any meaningful period of time. While the reduction in the number of outstanding shares of our Class A common stock
increased the market price of our Class A common stock such that we were able to regain compliance with Nasdaq’s Minimum Bid Requirement, we
cannot assure you that the Reverse Stock Split will result in any permanent or sustained increase in the market price of our Class A common stock. The
market price of our Class A common stock depends on multiple factors, many of which are unrelated to the number of shares outstanding, including our
business and financial performance, general market conditions, and prospects for future success, any of which could have a counteracting effect to the
Reverse Stock Split on the per share price.

In addition, the Reverse Stock Split also reduced the total number of outstanding shares of our Class A common stock, which may lead to reduced
trading for our Class A common stock. As a result of a lower number of shares outstanding, the market for our Class A common stock may also become
more volatile. The Reverse Stock Split also increased the number of stockholders who own “odd lots” of less than 100 shares of Class A common stock. A
purchase or sale of less than 100 shares of Class A common stock (an “odd lot” transaction) may result in incrementally higher trading costs through
certain brokers, particularly “full service” brokers. Therefore, those stockholders who own fewer than 100
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shares of Class A common stock following the Reverse Stock Split may be required to pay higher transaction costs if they sell their Class A common stock.

Item 2. Unregistered Sales of Equity Securities, Use of Proceeds, and Issuer Purchases of Equity Securities

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not Applicable.

Item 5. Other Information

Costs Associated with Exit or Disposal Activities

On November 8, 2024, the Company’s Board of Directors approved a reduction in force involving 223 employees, representing approximately
40% of the Company’s workforce (the “November Reduction in Force”). The November Reduction in Force also includes ceasing additional development
in the Company’s two clinical trials and the closure of substantially all operations in the Company’s Therapeutics business segment (together with the
November Reduction in Force, the “Reduction Plan”). The Reduction Plan is intended to restructure and strategically align the Company’s workforce and
organization with the Company’s current strategy and to reduce the Company’s operating costs.

The Company expects to complete the Reduction Plan substantially during the third quarter of its fiscal year ending March 31, 2025 (“fiscal
2025”), with certain affected employees retained through a transition period expected to end no later than the end of fiscal 2025.

The Company expects to recognize restructuring charges in connection with the November Reduction in Force with respect to severance
payments, benefits continuation, and stock compensation charges associated with the modification of certain stock options and restricted stock units
(“equity compensation charges”). All such charges are expected to total approximately $11.7 million, of this amount, severance payments and benefit
continuation charges are estimated to be approximately $9.3 million and are expected to be recognized primarily during the third quarter of fiscal 2025,
with the majority of such charges anticipated to be paid in cash during the same fiscal quarter. Equity compensation charges are expected to be
approximately $2.4 million and are expected to be recognized primarily in the third quarter of fiscal 2025, and will not result in any cash expenditures. The
Company expects that the Reduction Plan, when fully implemented, will reduce annualized payroll and benefit expenses by more than $35.0 million.

Rule 10b5-1 Trading Arrangements and Non-Rule 10b5-1 Trading Arrangements

None of the Company’s directors or officers adopted, modified, or terminated a Rule 10b5-1 trading arrangement or a non-Rule 10b5-1 trading
arrangement during the Company’s fiscal quarter ended September 30, 2024.
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Item 6. Exhibits

The following exhibits are filed as part of, or incorporated by reference into, this Quarterly Report on Form 10-Q (unless otherwise indicated, the
file number with respect to each filed document is 001-39587):

Exhibit Index

31.1* Certification of the Chief Executive Officer required by Rule 13a-14(a) or Rule 15d-14(a).

31.2* Certification of the Chief Financial Officer required by Rule 13a-14(a) or Rule 15d-14(a).

32.1** Certification of the Chief Executive Officer required by Rule 13a-14(b) or Rule 15d-14(b) and 18 U.S.C. 1350

32.2** Certification of the Chief Financial Officer required by Rule 13a-14(b) or Rule 15d-14(b) and 18 U.S.C. 1350

101.INS Inline XBRL Instance Document

101.SCH Inline XBRL Taxonomy Extension Schema

101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase

101.LAB Inline XBRL Taxonomy Extension Label Linkbase

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase

104 Cover Page Interactive Data File (Embedded within the Inline XBRL document and included in Exhibit)

* Filed herewith

** Furnished herewith
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this
Report to be signed on its behalf by the undersigned, thereunto duly authorized.

23ANDME HOLDING CO.

Date: November 12, 2024 By:  /s/ Anne Wojcicki
Name: Anne Wojcicki
Chief Executive Officer and President
(Principal Executive Officer)

Date: November 12, 2024 By:  /s/ Joseph Selsavage
Name: Joseph Selsavage
Chief Financial and Accounting Officer
(Principal Financial and Accounting Officer)



Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,

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

I, Anne Wojcicki, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of 23andMe Holding Co. for the quarter ended September 30, 2024;

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

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

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

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

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

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

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

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

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

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

Date: November 12, 2024 By: /s/ Anne Wojcicki
Anne Wojcicki
Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,

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

I, Joseph Selsavage, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of 23andMe Holding Co. for the quarter ended September 30, 2024;

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

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

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

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

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

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

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

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

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

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

Date: November 12, 2024 By: /s/ Joseph Selsavage
Name: Joseph Selsavage
Chief Financial and Accounting Officer
(Principal Financial and Accounting Officer)



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of 23andMe Holding Co. (the “Company”) on Form 10-Q for the quarter ended September 30, 2024, as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906
of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

Date: November 12, 2024 By: /s/ Anne Wojcicki
Anne Wojcicki
Chief Executive Officer
(Principal Executive Officer)



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of 23andMe Holding Co. (the “Company”) on Form 10-Q for the quarter ended September 30, 2024, as
filed with the Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906
of the Sarbanes-Oxley Act of 2002, that, to the best of my knowledge:

1. The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2. The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

Date: November 12, 2024 By:  /s/ Joseph Selsavage
Name: Joseph Selsavage
Chief Financial and Accounting Officer
(Principal Financial and Accounting Officer)


