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PART |
ITEM 1. BUSINESS

THIS BUSINESS SECTION AND OTHER PARTS OF THIS FORN-K CONTAIN FORWARD-LOOKING STATEMENTS THAT
INVOLVE RISK AND UNCERTAINTIES. OUR ACTUAL RESULTSMAY DIFFER SIGNIFICANTLY FROM THE RESULTS
DISCUSSED IN THE FORWARD-LOOKING STATEMENTS. FACTGRTHAT MIGHT CAUSE SUCH A DIFFERENCE INCLUDE,
BUT ARE NOT LIMITED TO, THOSE SET FORTH IN "MANAGEMNT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS--FACTORS THATAY AFFECT FUTURE RESULTS" AND ELSEWHERE IN THIS
FORM 10-K.

OVERVIEW

EXACT Sciences Corporation (Nasdaqg: EXAS) has dmed proprietary technologies in applied genonties we believe will revolutionize
the early detection of colorectal cancer and séwthar types of common cancers. We believe thaticaé practitioners will order tests based
on our technologies as part of a regular scregmiogram for the early detection of such cancerspaaecancerous lesions. We also believe
that the widespread and periodic application o$é¢htests will reduce mortality, morbidity and tlsts associated with these cancers.

We have selected colorectal cancer as the firdicgpipn of our technology platform because ithe tost deadly cancer among remekers
curable if detected early and well understood feogenomics point of view. There are an estimatenhiflibn Americans age 50 and above
for whom the American Cancer Society and Natiorehe@r Institute recommend regular colorectal cascexening. Moreover, current
detection methods for colorectal cancer have provdre inadequate screening tools.

We have developed proprietary technologies thadtsdhe human DNA shed from the colon into st¥éé then identify mutations in DNA
shed from abnormal cells associated with colorexstater and pre-cancerous lesions. We have comtloliteled clinical studies at the Mayo
Clinic that we believe indicate that our testsake to detect colorectal cancer more accuratebatients who have the disease at an earlier
stage than existing methods available for mas®narg for colorectal cancer. Early detection resinltless expensive and more effective
treatment of patients. While our tests are morbrieally complex for a laboratory to perform andyniiee more expensive than some current
colorectal screening methods, we believe that émefits of early detection will convince medicaagtitioners and patients to use tests using
our technologies. We are currently conducting aditamhal clinical study for colorectal cancer saregg tests using our technologies and are
seeking to develop commercial products and senbased on these technologies.

We were incorporated in the State of Delaware dordrsey 10, 1995 as Lapidus Medical Systems, Inc.ctAsmged our corporate name to
EXACT Laboratories, Inc. on December 11, 1996, XAET Corporation on September 12, 2000 and to EXAZiences Corporation on

December 1, 2000. Our executive offices are locat&B Great Road, Maynard, Massachusetts 01754te@phone number is (978) 897-
2800. Our web address is www.exactsciences.com.

GENOMICS AND COLORECTAL CANCER

Genomics, broadly defined, is the study of the gemand its importance in human physiology and disekitial efforts in genomics cente
on identifying the definitive sequence of every g@mthe human genome. Scientists are now focusirgpplied genomics--the development
of novel technologies for the application of gencsrto the detection and management of disease.

Cancer develops when the DNA in a single normdlroatates or changes to encourage uncontrollecjoiith. In a ground-breaking paper
published in the NEW ENGLAND JOURNAL OF MEDICINE 088, Dr. Bert Vogelstein, one of our scientifalaborators, and his
colleagues described a multi-step model of colatex@ncer development. In 1990, Dr. Eric Feardormer member of our
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scientific advisory board, and Dr. Vogelstein psbéd a diagram depicting the development of colateancer. An updated version of this
diagram showing many of the genomic events invoindtie development of colorectal cancer is shoelous:

[The graphic on this page consists of the wordg¢@tosome" and "Mutation" on the left side of tharthwith the word "Chromosome" list
above "Mutation". Equally spaced and in line whie tvord "Chromosome" from left to right are theasw®s "5q loss”, "18q loss", "17p loss"
and "8p loss". Equally spaced in line with the wtivtiitation” from left to right are "Apc" directlynderneath "5q loss", with the word "Beta-
Catenin" directly underneath "Apc", "K-ras" dirgctinderneath "18q loss", "Bat-26" directly undethéd 7p loss", with "p53" directly
underneath "Bat-26". Below these words are 5 egspidced boxes connected by arrows from left tat.righe following phrases are in the
indicated box: "Normal Epithelium" in the first bo¥Early Adenoma" in the second box, "Late Adenotinathe third box, "Early Cancer" in
the fourth box and "Late Cancer" in the fifth bdkere is also an arrow connecting the corresponctingmosome and mutations to the space
between the boxes.]

The diagram illustrates that cancer develops ipsstend that it arises from alterations in multigéses in an individual cell, frequently with
chromosome loss. The diagram shows that theseatidtes lead to pathologic changes in the colon fnmmmal epithelium--the tissue that
lines the surface of the colon--through early atd hdenomas, which are a form of pre-cancerowstiyr¢o early cancer and late cancer.
These alterations, shown in the above diagram |llysaecumulate over many years, and are typically tb:

- mutations in individual genes, such as the APRAS and P53 genes;
- larger scale effects in which large parts of eooflosome or even entire chromosome arms, such,d8§q17p and 8p, are deleted; or
- deletions in DNA regions such as BAT-26.

The multi-step process provides genomic targetthearly detection of cancer. The detection ofegje alterations associated with cancer
allows for the direct, early detection of cancefiobe the onset of symptoms.

COLORECTAL CANCER

Colorectal cancer is the most deadly cancer il among non-smokers and the second most deadbgcoverall. Only lung cancer kills
more people each year. The American Cancer Soe#ityates that in the U.S. there will be approxetyat 36,000 new cases and
approximately 57,000 deaths in the year 2000 frotarectal cancer. Almost 50% of the patients witlesv diagnosis of colorectal cancer:
die within five years.

Medical practitioners commonly classify coloreatahcer into four stages at the time of diagnosihasvn in the following table:

[The chart is a rectangle with six vertical colunamsl three horizontal rows. The vertical columnsnt left to right, are titled as follows:
Column one is titled "Stage"; Column two is titf&lassification"; Column three is titled "Extent Bfsease"; Column four is titled "% of
Patients Diagnosed at This Stage"; Column fivélexdt"5-Year Survival Rates (approximate)”; andu®on six is titled "Typical Treatment".
The first row has the words: "Early” in the firglemn; the second column, which is subdivided imto rows, has the phrases "Dukes' A" in
the top subdivison and "Dukes' B" in the bottomdiuision; the third column, which is subdividedartivo rows, has the phrases "Confine
the surface lining of the colon” in the top subsdien and "Below the surface; no lymph node involeattin the bottom subdivision; the
fourth column has the percentage "37%" in the fwst; the fifth column, which is subdivided intodwows, has the percentages "95%" in the
top



subdivision and "85%" in the bottom subdivisiore gixth column has the word "Surgery". The secandhas the word "Late" in the first
column; the second column, which is subdivided tato rows, has the words "Dukes' C" in the top $uibbn and "Dukes' D" in the bottom
subdivision; the third column, which is also sulidéd into two rows, has the phrases "Lymph nodelirament" in the top subdivision and
"Metastatic disease" in the bottom subdivision;fthath column has the percentage "63%"; the fithkumn, which is subdivided into two
rows, has the percentages "50%-60%" in the topisisimh and "10%" in the bottom subdivision; ane #ixth column has the phrase
"Surgery and chemotherapy".]

Detection of pre-cancerous adenomas and cancer éailiest stages increases the number of patidrdsurvive and reduces the cost of
treatment and care. As a result, the American GaBgeiety and National Cancer Institute recomméiad the 74 million Americans age 50
and above undergo regular colorectal cancer serg¢ests.

OUR SOLUTION

Many non-invasive cancer screening methods areffettive early detection methods. For example, R8Arostate cancer screening,
mammography and fecal occult blood testing, or FOB only indirect evidence of cancer and suffem lack of sensitivity or specificity.
As a result, mortality, morbidity and the cost fatment of many cancers remain high. We have msigaéficant scientific advances that we
believe will allow for the direct early detectiohseveral types of common cancers. Our businessrapyty is to use our technologies to
lower mortality, morbidity and the costs associatéith these cancers.

The first application of our technologies is coldet cancer screening. We believe medical praotitis will order tests using our technologies
every one to three years to screen for the presgfima@orectal cancer. Using our proprietary germtachnologies, a laboratory will isolate
the human DNA shed into the stool from the colome Taboratory will then use our technologies tatdg mutations in the genome shed
from abnormal cells associated with adenomas alwlemial cancer. When individuals test positivéhiese tests, medical practitioners will
refer them for colonoscopy for follow-up. Througtgular screening, we believe that tests usingemimologies will enable the detection of
colorectal cancer and adenomas earlier so thamatcan be treated effectively.

We believe colorectal cancer screening tests umimgechnologies will become a widely-accepted r@utilarlyused screening tool as a re
of the following features and benefits:

- EARLIER DETECTION. Early detection saves livese\elieve colorectal cancer screening tests usingechnologies will detect Dukes'
A and B cancers, as well as some pre-canceroumtesiVe believe that this will represent a markegdrovement over current colorectal
cancer screening methods.

- HIGHER SENSITIVITY. Since the fall of 1998, weV®conducted a series of blinded clinical studig¢beMayo Clinic using our
colorectal cancer screening tests. In these clistcalies, the sensitivity of our tests for coldedcancer substantially exceeded the sensitivity
reported for FOBT and flexible sigmoidoscopy.

- HIGHER COMPLIANCE. We designed our technologieslétect colorectal cancer from a single wholelstample obtained non-
invasively. Patients are not required to touchrtbol, modify their diet or undergo bowel pregpiema. Moreover, we believe that, based on
the results of our clinical studies and trials,nopn leaders will educate primary care physiciatsut the potential for improving detection of
colorectal cancer with our technologies. We ald@the that this will lead many primary care phyaits to make regular testing based on our
technologies a part of their physical examinatiohgatients aged 50 and above who, upon learninigeobenefits, will be likely to submit to
such testing.



- COST-EFFECTIVE PREVENTION AND TREATMENT. We belie that colorectal cancer screening tests usingeminmnologies will
detect early stage lesions more effectively thanecit screening methods. As a result of this edebgction, medical practitioners can treat
early stage colorectal cancer and pre-canceroimtem a less expensive and more effective matiaer late stage cancer.

- SCALABILITY. Screening 74 million Americans agé and above requires a process that is able wazftly test a large population.
Procedures such as flexible sigmoidoscopy and oslaopy suffer problems of scalability because efghort supply of skilled clinicians. We
believe tests using our technologies will enablesrecreening on a regular basis.

OUR TESTING PROCESS

Diagnostic tests typically require sample collectamd preparation procedures as well as detectaihads. We have overcome significant
technical challenges in the development of a tilstep-sample collection and preparation proces$amdietection methods that apply
genomics to the early detection of colorectal cang& currently have eleven issued U.S. patent2amukbnding U.S. patent applications
relating to our testing process.

[This chart has three boxes and one oval conndstedrows from left to right with the following wds in each box or oval: "Specimen
Collection and Transportation”, "Representative Samg”, "DNA Extraction, Purification and Amplificeon" and "Cancer Detection
Methods".]

SPECIMEN COLLECTION AND TRANSPORTATION. We have lealsour tests on collecting a single whole stoa self-contained
device. Patients will bring the samples to theiygitians who will forward them to the laboratoryrfipeming the colorectal cancer screening
test.

REPRESENTATIVE SAMPLING. In the past, DNA testinging stool samples lacked sensitivity. We belidna this was due to the non-
uniform distribution of abnormal DNA in stool. Wae invented proprietary methods to assure thgbdhigon of stool that is processed at
the laboratory is representative of the entirelste believe these methods lead to increasedtsatysi

DNA EXTRACTION, PURIFICATION AND AMPLIFICATION. Theisolation and amplification of human DNA foundstool is technicall
challenging because over 99% of DNA is not humarADbut is DNA from bacteria normally found in thelan. In addition, there are
substances in stool that make the isolation andificagion of human DNA a difficult task. Our praptary technologies simplify the isolati
and amplification of human DNA found in stool.

CANCER DETECTION METHODS. We have designed fourgietary methods for detecting and identifying gaimmarkers associated
with colorectal cancer that can be performed otrimsents commonly available in clinical laboratsr@nducting molecular testing.

5



OUR PROPRIETARY CANCER DETECTION METHODS

Our technology platform consists of the proprietaaycer detection methods set forth in the tableweEach of these methods enables the
early detection of cancer in a minute amount arali DNA obtained from a sample that is composdaNA largely from normal cells.

NAME ROLE IN DETECT ION OUR SCIENTIFIC ADVANCE
MULTIPLE MUTATION DETECTION - Each element of Mu Mu - Sensitive and specific
(MUMU) detects a single m utation  detection of single DNA
of a cancer-relate d gene mutations
DELETION TECHNOLOGY - Detects short dele tions and - Distinguishes between
insertions in the BAT-26 deletions and insertions
region of a specif ic gene  resulting from the testing

itself, and those
associated with
mismatch-repair cancers

DNA INTEGRITY ASSAY (DIA) - Detects longer hum an DNA - Proprietary marker
fragments associat ed with associated with cancer that
abnormality does not require knowledge

of which genes cause cancer

ENUMERATED LOSS OF - Enumerates ratio o f - Statistical method that
HETEROZYGOSITY (E-LOH) paternal DNA as comp ared to applies a commonly used
maternal DNA at a given analytical technique to
genomic site to id entify indicate a missing gene and
chromosomal loss t hat is does not require knowledge
characteristic of many of which genes cause cancer

cancers

MULTIPLE MUTATION. Multiple Mutation, or MuMu, idetifies DNA mutations at specific sites. We havesstédd 15 sites that are
commonly mutated in the colorectal cancer-relaimtkeg APC, P53 and K-RAS. We have designed our iptapy MuMu method to allow
simultaneous probing of different DNA sequencestarallow analysis even though only a small amadi2NA in the sample is derived
from abnormal cells while the vast majority is ded from normal human cells or bacteria.

DELETION TECHNOLOGY. Deletion Technology detectodideletions and insertions in segments of DNA #rea indications of defects
cellular mechanisms for DNA repair. ApproximateB§o4 of colorectal cancers, referred to as mismagglair cancers, result from inactivat

of the proteins that normally repair errors in DIdfder DNA replication. We have developed a progngimethod for identifying this
condition by detecting the presence of short datstiand insertions in a DNA segment known as BATI26s altered gene segment appears
in virtually all colorectal cancers resulting fratafects in the mismatch repair mechanism.

DNA INTEGRITY ASSAY. DNA recovered from the stoof many cancer patients contains a small but detkefopulation of DNA that is
longer than DNA recovered from individuals who aogmal and have never had cancer or an adenomaflilsis proprietary detection
method does not require knowledge of which genasecaancer. In addition to its utility for our cadatal cancer tests, we believe that this
discovery may lead us to the development of a nmddteother cancers, including lung, pancreas, lgiakider and bile duct cancers.
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ENUMERATED LOSS OF HETEROZYGOSITY. In normal celtee quantity of DNA inherited from each pareng&nerally equal. This is
not true for cells from many different types of cars, including virtually all non-mismatch repail@rectal cancers. This condition, which is
an imbalance of maternal and paternal chromosaraghfents, is called loss of heterozygosity, or L8Hor to our development efforts, we
believe that scientists were unable to detect L@Btdol samples. We have developed proprietary odstfor detecting LOH in a highly
heterogeneous DNA sample such as stool by enumertdite ratio of fragments of DNA that are inherifemim each parent at defined
locations in the genome. We call this detectionhoéte-LOH. Use of this detection method does nptire knowledge of which genes cause
cancer. We believe that our novel e-LOH detecti@thmd may be broadly applicable to early cancezaliein from many body sites.

SALES AND MARKETING

We are building our organization and programs fgpsut our commercialization strategy--applying pusprietary technologies to the early
detection of colorectal cancer initially and theseading our technologies to several other typesaoters. We believe that opinion leaders in
genomics, gastroenterology and primary care ar@d&esgtablishing tests using our technologies starsdard of care for colorectal cancer
screening. We have worked closely with leadingaes®ers at academic institutions, including the M&jinic and The Johns Hopkins
University, since our inception to evaluate ouhtemlogies and our colorectal cancer screening,taststo gain support for our clinical
studies. We have an agreement with Mayo Clinid, ¢kgires on December 31, 2001, under which Drgaist, a member of our scientific
advisory board and a director of the Colorectal plasia Clinic at Mayo, assists us in our clinig#ls and the use of our technologies in the
detection of colorectal cancer. We participatednferences and scientific meetings. The journal GRGENTEROLOGY published our fir:
full-length peer-reviewed article in November 20@e also believe our continuing efforts will maka @roducts and services attractive to
third-party payors, medical practitioners and pase

In addition, we intend to build upon public awaremabout colorectal cancer. Several stories of piigfile individuals with colorectal cancer
have increased public awareness about coloreatabcand the need for effective early detection.b&éve that this publicity has a
heightened effect on the public given an increapiergeption that people wish to take more contver aecisions relating to their medical
care.

We intend to commercialize our products and sesvibheough a staged market entry. Initially, we iiick¢o offer colorectal cancer screening
services ourselves to establish the market. Weittiend to license our proprietary technologies seltireagents to leading clinical reference
laboratories to enable them to develop their owtstaVe may also package our technologies andagg®kval for diagnostic test kits with
which any clinical laboratory could conduct testéng our technologies.

In support of our staged market entry strategyplae to execute a multi-channel sales approactiallgi we intend to create our own
dedicated business development team whose effdiH®eus on securing adequate reimbursement forpooducts and services. This team
will also educate senior staff of the Health CaireaRcing Administration, large managed care orgations, insurance companies, large
employers and large physician groups about theeftesttiveness of using our products and serviceparallel with this effort, we intend to
enter into business relationships with leadingicéihreference laboratories that will market theim tests utilizing our technologies through
their dedicated sales forces. In addition, we nragranto business relationships with distributof®ther medical products to distribute our
products and services.

We believe that our business relationships withileg.clinical reference laboratories will suppdre tstrategies of these laboratories to expanc
their molecular diagnostic businesses. In additiza,



believe that tests utilizing our technologies W# attractive to the clinical reference labora®whbecause such tests:
- enable laboratories to perform higher volumetesfing with their existing infrastructure;
- enable the laboratories to differentiate themesbechnologically; and
- offer potentially higher gross margins than nmmssting tests.
CLINICAL STUDIES
COLORECTAL CANCER

In conjunction with the Mayo Clinic, we have contketthree blinded clinical studies since the fall®938. These clinical studies included
stool samples from 219 patients of the Mayo CliB&,of whom had cancer. Each patient participatingur clinical studies received a
colonoscopy at the Mayo Clinic to determine whettarcer was present. The first two clinical stuavese conducted using frozen, partial
stool samples. The Mayo Clinic sent stool sampiasstfor testing and we analyzed the testing regailitly with the Mayo Clinic. The
sensitivity for each of these two clinical studvess 91% and 67%, respectively. When excluding #ta ffom patients who began bowel
preparation before their stool samples were cabiavhich we believe may have lowered sensitiggnsitivity was 91% and 72%,
respectively. In the spring of 2000, we conductékli@ clinical study at the Mayo Clinic in whichexcollected fresh, whole stool. The
sensitivity for this clinical study was 78%. Thesansitivity rates are superior to the 28%% sensitivity of FOBT and the approximately 4
sensitivity of flexible sigmoidoscopy for colorettancers located throughout the colon. Specifiatyged from 95% to 100% across all three
clinical studies. These specificity rates are comaple or superior to rates reported for FOBT apdifile sigmoidoscopy.

The results of these three blinded clinical studiesset forth in the table below:

NUMBE R OF
STUDY COMPLETION DATE PATIE NTS SAMPLE TYPE SENSITIVITY SPEC IFICITY
Mayo Clinic | Pilot November 1999 61 Frozen partial stool 91% 95 -100%
Study...oeeeeeeennnnn.
Mayo Clinic Il Study...... April 2000 129 Frozen partial stool  67-72% 95%
Mayo Clinic Il Study..... June 2000 29 Fresh whole stool 78% 100%

Based on these results, in August 2000 we initiatetllti-center clinical study for the primary page of establishing certain technological
benchmarks for our DIA detection method on whot®lst in anticipation of our multi-center clinicaial.

We intend to initiate a blinded multi-center cliaidrial in the fourth quarter of 2001 that willdlnde an estimated 5,300 patients age 50 and
older with average-risk profiles from at least 4ademic and community-based practices. The gaai®tlinical trial will be to compare the
sensitivity and specificity of our tests for color@ cancer to that of existing technologies orrage-risk individuals. We intend to conduct
this clinical trial in accordance with the applitaiguidelines of the Food and Drug AdministrationFDA, so that the results may be used in
any application that we may make to the FDA.

ADENOMAS

While most adenomas do not progress to cancepatiant's lifetime, those that do are more likelhave villous features characterized by an
irregular surface and associated with more rapiavgr. In the Mayo Clinic Il study, there were 24ipats with adenomas greater than one
centimeter. The sensitivity of our screening t@sdetecting these adenomas with villous featuras 86%. The sensitivity results for villous
adenomas are much better than those obtained WIBTFaNd are comparable to those obtained by flexslgmoidoscopy. We believe that
detecting adenomas more



likely to progress to cancer during a patientitilihe through a non-invasive screening procedurgi@rovide additional medical value for
our technologies. We intend to test for adenomamiirplanned 5,300-patient clinical trial.

REIMBURSEMENT

We intend to obtain reimbursement for tests usingtechnologies from Medicare, major national asgional managed care organizations
and insurance carriers. We currently do not hairelrersement approval from any organization. Medicard other third-party payors will
independently evaluate our technologies by revigwire published literature with respect to the ltesabtained from our clinical studies. We
intend to assist them in evaluating our technokgie providing scientific and clinical data to soppour claims regarding the superiority of
our technologies. In addition, we intend to preseralysis showing the benefits of early diseaseatieh and the resulting cost-effectiveness
of our technologies. We also intend to apply farent procedural terminology codes which facilithtedicare reimbursement.

The Federal Balanced Budget Act of 1997 requiredibége to reimburse for colorectal cancer screefongverage-risk patients beginning
on January 1, 1998 and mandated Medicare coveoade€dBT and flexible sigmoidoscopy. Based on evigeprovided by the Black Caucus
and the Black Caucus Health Brain Trust, Congressnaled the Budget Act of 1997 to include coveragaduble contrast barium enema, a
radiographic imaging test used to detect coloresdater in areas beyond the reach of flexible sigoszopy. We believe these actions
provide evidence of the public interest in new cedtal cancer screening methods and the federargment's willingness to fund these
methods.

Most importantly, the Budget Act of 1997 allows nwghnologies to be included as colorectal canmeesing tests by action of the
Secretary of Health and Human Services withounted for additional Congressional action. In théngpof 1999, we met with senior staff
members of the Health Care Financing Administratmapprise them of our progress and to deternhiaesteps we would need to take prior
to a reimbursement determination. Following thaetimg, we successfully petitioned the Health Camaifcing Administration staff to cover
all medical expenses of a patient participatingunclinical studies who tests positive for coldeécancer, which we believe is a departure
from the Health Care Financing Administration'sippbf not reimbursing for these costs.

In addition, we have met with several members aigfessional staffs and national organizations witlinterest in colorectal cancer. In
October 1999, we testified before the Subcommitteélealth of the House Ways and Means Committsaipport of the Eliminate
Colorectal Cancer Act of 1999, sponsored by Sead&dward Kennedy and Jesse Helms. The EliminateeCakct of 1999 requires private
insurers to cover colorectal cancer screening testsned appropriate by the third-party payors atigpts. In addition, we have worked with
the Black Caucus and the Black Caucus Health Braist.

We are also meeting with senior executives, mediitattors and chiefs of service in gastroenterplmgd primary care at managed care
organizations, insurance companies, large empl@mdarge physician groups. The person in eatheske positions will play a key role in
the reimbursement determination for tests usingechnologies.

We believe that colorectal cancer screening tesdedbon our technologies will save more lives ncost-effectively than any other colorectal
cancer screening method available today. Reimbwsefar FOBT tests ranges from $5 to $30, but F@Bmost effective in detecting later
stage cancers where survival rates are low anthiesd costs are high. Reimbursement for flexibfgngiidoscopy ranges from $180 to $500,
but flexible sigmoidoscopy at best can directlyedéno more than half of all colorectal cancers asehomas. Medicare will reimburse for
colonoscopy for cancer screening once every 10syiaaverage risk individuals beginning July 1, 20®/e believe that the
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cost of this procedure ranges from $700 to $2,80@,while colonoscopy is sensitive, the use ofmodcopy as a screening test has been
limited.

RESEARCH AND DEVELOPMENT

Our research and development efforts aim to devloltiple genomics methods for the early detectibnancer and pre-cancerous lesions.
We believe that the evaluation of these methodsdlinical setting will determine the best apprascfor commercialization. Finally, we
believe it is necessary to develop methods to aatemnd simplify the collection, preparation andlgsis of samples to produce cost-
effective commercial tests.

PROCESS DEVELOPMENT. We have undertaken a multi-géfart to automate our testing process and retlueeost of processing stool
samples. Our objectives include eliminating manthefmanual steps, reducing the use of expensagergs and increasing screening
throughput. This effort is important so that welw# able to offer our products and services atroengsially reasonable prices in our own
laboratory and then enter into business relatigussWith leading clinical reference laboratories.

EXTENSIONS TO OTHER CANCERS. Our proprietary DIAteletion method uses a marker that may be broadiijcaple to the detection
of cancers other than colorectal cancer. In thessoaf our blinded clinical studies at the Mayoni@j we tested 50 stool samples from
patients diagnosed with aero-digestive canceriest gther than the colon, such as cancer in thg, [pancreas, esophagus, stomach and
duodenum, gall bladder and bile ducts. The resuisshown in the table below.

NUMBER DETECTED/

LOCATION OF CANCER NUMBER WITH CANCER PERCENT DETECTED
Lung, non-adenocarcinoma.........ccccceeevvceeees 7/8 88%

Lung, adenocarcinOma........ccccoecuvveeenscneeees 3/13 23%
Pancreas.......ccooccviiiiiiieeee 10/11 91%
Esophagus.....ccccccoivviiiiiiiiiiiiiiieees 3/7 43%
Stomach/Duodenum.......cccceevviiieeeiiciies 1/5 20%

Gall Bladder/Bile DUCES.........ccooveeevccenees 6/6 100%

Combined, these cancers kill more people than eotal cancer. We intend to collect additional datahese aero-digestive cancers in our
planned 5,300-patient clinical trial. If the resudtre promising, we will develop methods and tetiigies to detect these cancers.

ADENOMAS. While our research focus has been thediin of cancer, we intend to conduct researcimpnoved methods for adenoma
detection as well, particularly those adenomas wiltbus features. We have invented a new methoddanning regions of DNA at which
mutations associated with adenoma developmentfae fmund.

NEW TECHNOLOGY PLATFORM. As part of this effort, ware also conducting research on a new technolagyntay enable us

develop new instrumentation and methods for lifersmes research. If successful, we believe thisntglogy may be used in both clinical and
research laboratories for detecting abnormaliidSNA, identifying single nucleotide polymorphishimspopulations of individuals and for
high throughput screening in the pharmaceutical$try.

GOVERNMENT REGULATION

We are subject to extensive regulation by the FDAen the Federal Food, Drug and Cosmetic Act agdlations thereunder, including
regulations governing the development, marketialgeling, promotion, manufacturing and export of praducts. Failure to comply with
these requirements can lead to stringent sanciiiocisding withdrawal of products from the marketcalls, refusal to
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authorize government contracts, product seizure heoney penalties, injunctions and criminal peostion.

We intend to offer colorectal cancer screeningisess/performed in our own laboratories. We thearidtto license our intellectual property
and sell our reagents that target specific arettseigenome to leading clinical reference laboresaio enable them to perform their own
colorectal cancer screening services, using thveir @st methods, equipment and additional reagév¢smay also package our technologies
in the form of diagnostic test kits with which dtial laboratories could conduct colorectal canceeasning tests.

Generally, medical devices, a category that indunle products, require FDA approval or cleararefere they may be marketed. The FDA
has not, however, actively regulated laboratortstdsat have been developed and used by the labpiainducting the tests. The FDA does
regulate the sale of reagents, including our retsgeised in laboratory tests. The FDA refers toréagents used in these tests as analyte
specific reagents. Analyte specific reagents redttt a biological substance to identify a specididA sequence or protein. They generally do
not require FDA approval or clearance if they asediin inhouse laboratories or are sold to clinical labaiagocertified by the government
perform high complexity testing and are labeleddnordance with FDA requirements, including a statat that their analytical and
performance characteristics have not been establigh similar statement would also be requiredlbadvertising and promotional materials
relating to analyte specific reagents such as duatsoratories also are subject to restrictionshenlabeling and marketing of tests that have
been developed using analyte specific reagentsamllyte specific reagent regulatory categoryletikely new and its boundaries are not
well defined, and there has been some discussithrirvthe government of changing the analyte speoéfagent regulation, although it is not
certain whether any such changes would affectesist We believe that our heuse testing and the analyte specific reagentsvliantend tc
sell to leading clinical reference laboratoriesndo require FDA approval or clearance. We cannaiure, however, that the FDA will not
assert that our tests or one or more of our reagenuire premarket approval or clearance. In anfditve cannot be sure that the FDA would
not treat the licensing of our intellectual progeas labeling that would subject the reagent tonar&et approval or clearance and other FDA
regulation. In addition, we cannot be sure thatRBé will not change its position in ways that cdulegatively affect our operations.

Any diagnostic test kits that we may sell woulduieg FDA approval or clearance before they couldnaeketed. There are two review
procedures by which a product may receive suchoajapor clearance. Some products may qualify feadnce under a premarket
notification, or 510(k) procedure, in which the m#acturer provides to the FDA a premarket notifmathat it intends to begin marketing 1
product, and demonstrates to the FDA's satisfathiahthe product is substantially equivalent tegally marketed product, which means that
the product has the same intended use as, isaamsdfeffective as, and does not raise differeastipns of safety and effectiveness than a
legally marketed device. A 510(k) submission foiiramitro diagnostic device generally must includanufacturing and performance data,
and in some cases, it must include data from hutiaical studies. Marketing may commence when FBgues a clearance letter.

If a medical device does not qualify for the 510gkdcedure, the FDA must approve a premarket appapplication, or PMA, before
marketing can begin. PMA applications must demastamong other matters, that the medical desisafe and effective. A PMA
application is typically a complex submission, usuiacluding the results of preclinical and extamsclinical studies. Before FDA will
approve a PMA, the manufacturer must pass an itispeaf its compliance with the requirements of Ei2A's quality system regulations.

We believe that most, if not all, of our produatédsin diagnostic test kit form will require PMA ppoval. The PMA process is lengthy and
costly, and we cannot be sure that the FDA willrapp
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PMAs for our products in a timely fashion, or dt BDA requests for additional studies during teeiew period are not uncommon, and can
significantly delay approvals. Even if we were afol@ain approval of a product for one indicatiohanges to the product, its indication, ol
labeling would be likely to require additional appals.

Physicians who order colorectal cancer screenistg tesing our technologies will need to providaquas a specimen container to collect
stool. Specimen transport and storage containeralao medical devices regulated by the FDA althahgy generally have been exempted
by regulation from the FDA's premarket clearancapproval requirement. We believe that our speciomertainer falls within the exemption,
but we cannot be sure that the FDA will not asbext our container is not exempt and seek to impgzemarket clearance or approval
requirement.

Regardless of whether a medical device requires Bpgkoval or clearance, a number of other FDA mequénts apply to its manufacturer
and to those who distribute it. Device manufacturaust be registered and their products listed thigh=DA, and certain adverse events and
product malfunctions must be reported to the FDi#e FDA also regulates the product labeling, proomtand in some cases, advertising, of
medical devices. Manufacturers must comply withEB&\'s quality system regulation which establisbgtensive requirements for quality
control and manufacturing procedures. Thus, manwurfas and distributors must continue to spend,timaney and effort to maintain
compliance, and failure to comply can lead to esdarent action. The FDA periodically inspects féei§i to ascertain compliance with these
and other requirements.

We are also subject to U.S. and state laws andatigus regarding the operation of clinical laboras. The federal Clinical Laboratory
Improvement Amendments and laws of certain othteest impose certification requirements for clihleloratories, and establish standards
for quality assurance and quality control, amorgeothings. Clinical laboratories are subject tpiection by regulators, and the possible
sanctions for failing to comply with applicable t@@ments. Sanctions available under the Cliniaddratory Improvement Amendments
include prohibiting a laboratory from running testsquiring a laboratory to implement a correcfiNan, and imposing civil money penalties.
If we fail to meet the requirements of the Clinitaboratory Improvement Amendments or state lawpitld cause us to incur significant
expense.

INTELLECTUAL PROPERTY

In order to protect our proprietary technologies,nely on combinations of patent, trademark, capyriand trade secret protection, as well as
confidentiality agreements with employees, considtaand third parties.

We have pursued an aggressive patent strategyngelsig maximize our patent position with respechtal parties. Generally, we have filed
patents and patent applications that cover the adstive have designed to detect colorectal canogelss other cancers, including lung,
pancreas, gall bladder and bile duct cancers. We akso filed patent applications covering the prapion of stool samples and the extraction
of DNA from heterogeneous stool samples. As padusfstrategy, we seek patent coverage in the tiitates and in foreign countries on
aspects of our technologies that we believe wisigmificant and that provide barriers to entry doir competition. As of March 29, 2001, we
had eleven issued patents in the United Statesjgsued foreign patents, twerfiye pending patent applications in the United &athree ¢
which have been allowed, and forty-four pendingign applications. Our success depends to a ssgnifidegree upon our ability to develop
proprietary products and technologies and to olgatent coverage for such products and technolo@iesintend to continue to file patent
applications covering any newly-developed prodoctechnologies.

Each of our patents has a term of 20 years froin tegpective priority filing dates. Consequentlyy first patents are set to expire in 2016.
We have filed terminal disclaimers in certain |&fited
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patents, which means that such later-filed pateiltexpire earlier than the twentieth anniversafytheir priority filing dates, from 2016
through 2017.

A third-party institution has asserted co-inventgpgights with respect to one of our issued pateelating to use of our e-LOH detection
method on pooled samples from groups of patients.c0rrent cancer screening detection methods timolode pooled samples. To date,
legal proceedings have been initiated by this thady. If any third party, including the third padiscussed above, asserting co-inventorship
rights with respect to any patent is successfahalenging our inventorship determination, suctepamay become unenforceable or we |

be required to add that third party inventor todpelicable patent, resulting in co-ownership aftspatent with the third party. Co-ownership
of a patent allows the co-owner to exercise altsgf ownership, including the right to use, tfenand license the rights protected by the
applicable patent.

We and a third-party institution have filed a jopatent application that will be co-owned by us #rat third-party institution relating to the
use of various DNA markers, including the DNA IniggAssay, to detect cancers of the lung, pancressphagus, stomach, small intestine,
bile duct, naso-pharyngeal, liver and gall bladdestool under the Patent Cooperation Treaty. Ppaitent application designates the United
States, Japan, Europe and Canada.

We license on a non-exclusive basis technologpéoforming a step in our testing methods from Rddieéecular Systems, Inc. This license

relates to a gene amplification process used istimll genetic testing, and the patent that wizetexpires in mid-2004. In exchange for the
license, we have agreed to pay Roche a royaltydbas@et revenues we receive from tests usingemimblogies. Roche may terminate this

license upon natice if we fail to pay royalties) fa submit reports or breach a material termhef license agreement.

We license on a non-exclusive basis technologpéoforming a step in our testing methods from Gemzorporation, the exclusive
licensee of patents owned by The Johns Hopkinseaysity and of which Dr. Vogelstein is an inventbhis license relates to the use of the
APC and P53 genes and methodologies related thieretmnection with our products and services astslthrough 2013, the life of the
patent term of the last-licensed Genzyme patergxtiange for the license, we have agreed to payyaee a royalty based on net revenues
we receive from performing our tests and the shmioreagents and diagnostic test kits, as wetleaiain milestone payments and
maintenance fees. In addition, we must use reasmeéfiorts to make products and services basetesetpatents available to the public.
Genzyme may terminate this license upon noticeeifail to pay milestone payments and royaltiesjeacha stated level of sales and submit
reports. In addition, if we fail to request FDA atance for a diagnostic test as required by theesgent, Genzyme may terminate the license.

COMPETITION

To our knowledge, none of the large genomics agribiatics companies is developing tests to condaot-based DNA testing; however,
companies may be working on such tests that hat/gatdeen announced. In addition, other companig succeed in developing or
improving technologies and marketing products ardises that are more effective or commerciallyaative than ours. Some of these
companies may be larger than we are and can cosignificantly greater financial and other resourtteall aspects of their business,
including research and development, marketingssatel distribution.

We face potential competition from alternative magres-based detection technologies such as sigewaigy, colonoscopy and virtual
colonoscopy as well as traditional screening testh as the FOBT marketed by Beckman Coulter Mivtual colonoscopy involves a new
and experimental approach being developed at msaastitutions that requires patients to undergadd preparation
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similar to a colonoscopy after which they are seahby a spiral CT scanner. Three-dimensional imagesonstructed to allow a radiologist
to virtually travel through the colon.

In addition, our competitors, including Bayer Camqtion, diaDexus, Inc., Matritech, Inc., Millenniudredictive Medicine, Inc., are
developing serum-based tests, an alternative caoceening approach that is based on detectionodéips or nucleic acids that are produced
by colon cancers and may be found circulating aobll We believe serum-based testing is not abiietect disease at the earliest stages of
cancer at levels of sensitivity and specificity garable to that of stool-based testing.

We believe the principal competitive factors in tdamcer screening market include:
- improved sensitivity;

- non-invasiveness;

- acceptance by the medical community and primarg eedical practitioners;

- adequate reimbursement from Medicare and othel-giarty payors;

- cost-effectiveness; and

- patent protection.

EMPLOYEES

As of December 31, 2000, we had 44 employees, sefswhom have Ph.Ds. Twenty-eight persons are esdjagresearch and development,
four persons in sales and marketing and twelveopers general and administration. None of our eyges is represented by a labor union.
We consider our relationships with our employeésa@ood.

ITEM 2. PROPERTIES

We lease 17,877 square feet of space in our hesdgaibocated in Maynard, Massachusetts. The leggiees on June 30, 2003. We have an
option to extend the lease for an additional thyea term and have a right of first refusal on agpnately 11,000 square feet of space as it
becomes available in the building. We believe thest facility is adequate to meet our current amé$eeable requirements and that suitable
additional or substitute space will be availablecommercially reasonable terms if needed.

ITEM 3. LEGAL PROCEEDINGS

From time to time we are a party to various legakpedings arising in the ordinary course of owgitess. We are not currently a party to
legal proceedings.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

In October 2000, we obtained the approval by writtensent of holders of at least a majority ofttren outstanding shares of our capital
stock to:

(i) approve an amendment to our Fifth Amended aest&®ed Certificate of Incorporation to increasedhthorized number of shares of our
common stock to 100,000,000 shares; (ii) approeditimg of our Sixth Amended and Restated Cetgifecof Incorporation with the Delawe
Secretary of State upon the closing of our injiablic offering; (iii) approve the amendment angtatéement of our By-Laws effective upon
the closing of our initial public offering; (iv) @pove an increase by 250,000 shares in the nunflsvaoes of our common stock reserved for
issuance under our 1995 Stock Option Plan for gmeaate of 1,450,000 shares available for issutereunder; (v) adopt our 2000 Stock
Option and Incentive Plan and approve the resemwati 1,000,000 shares of our common stock foraissa thereunder; (vi) adopt our 2000
Employee Stock Purchase Plan and approve the eggmmof 300,000 shares of our common stock for
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issuance thereunder; (vii) elect each of NoubakfByan, Don M. Hardison and William W. Helman, effige upon the closing of our initial
public offering, to serve as Class | directors luht date of annual meeting of stockholders nebkbiing the year ending December 31, 2
or until his earlier death, resignation or remoyaiij) elect each of Richard W. Barker, Wycliffe. kiGrousbeck and Lance Willsey, effective
upon the closing of our initial public offering, $erve as Class Il directors until the date of ahmeeting of stockholders next following the
year ending December 31, 2001 or until his eadeath, resignation or removal; and (ix) elect ezfcBally W. Crawford, Edwin M. Kania, .
and Stanley N. Lapidus, effective upon the closihgur initial public offering, to serve as Claskdirectors until the date of annual meeting
of stockholders next following the year ending Daber 31, 2002 or until his or her earlier deatkigeation or removal. Stockholders
holding an aggregate of 8,922,511 shares of cagiibak signed the action by written consent.

In December 2000, we obtained the approval by erittonsent of holders of at least a majority ofttlem outstanding shares of our capital
stock to approve an amendment to our Fifth AmeradetiRestated Certificate of Incorporation to chahgename of the corporation to
EXACT Sciences Corporation. Stockholders holdingaggregate of 8,922,511 shares of capital stoclesighe action by written consent.
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PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

Our common stock has been listed for trading orNthedaqg National Market under the symbol "EXAS'tsithe effective date of our initial
public offering on January 30, 2001. Prior to ttiae, including during the period covered by thlépart, there was no public market for our
common stock. On March 29, 2001, the last repgotexe of our common stock on the Nasdaq Nationalkgtawas $7.50 per share. Based
upon information supplied to us by the registrad ransfer agent for our common stock, the numbeommon stockholders of record on
March 29, 2001 was 173, not including beneficiahevs in nominee or street name. We believe thagréfisant number of shares of our
common stock are held in nominee name for benéfigiaers.

We have not paid any cash dividends on our comnamk @and we currently intend to retain any futuaenings for use in our business.
Accordingly, we do not anticipate that any cashd#imds will be declared or paid on the common stodke foreseeable future.

RECENT SALES OF UNREGISTERED SECURITIES

During the fiscal year ended December 31, 2000saed the following securities that were not reged under the Securities Act of 1933,
as amended:

(a) ISSUANCES OF CAPITAL STOCK
In December 2000, we issued a warrant to purch@d28 shares of common stock at an exercise pfi$&®9091 per share to one investor.

In April 2000, we issued and sold an aggregate4if 7,534 shares of Series D convertible prefereckgo 75 investors at a price of $22.50
per share for aggregate consideration of $31,8%94 Bach share of Series D convertible preferrecksaoitomatically converted into 2.75
shares of common stock upon the closing of ouiainitublic offering on February 5, 2001.

In March 2000, we issued and sold an aggregat8,a4P% shares of common stock to one investor aica pf approximately $0.38 per share
for aggregate consideration of $18,375.

(b) EXERCISES OF STOCK OPTIONS

From January 1, 2000 to December 31, 2000, we ds$1186,449 shares of common stock at exercisegpranging from $0.04 to $7.27 for
an aggregate purchase price of $1,188,572 pursuéimé exercise of options granted under our 188&ption plan. During the same
period, we granted options to purchase an aggrefdt®01,492 shares of common stock at exercisepranging from $0.15 to $10.91
under our 1995 stock option plan.

No underwriters were involved in the foregoing sadé securities. Such sales were made in reliapoa an exemption from the registrati
provisions of the Act set forth in Section 4(2)rénaf relative to sales by an issuer not involving public offering or the rules and regulatic
thereunder, or, in the case of options to purckasemon stock, Rule 701 of the Act. All of the fooatg securities are deemed restricted
securities for the purposes of the Securities Act.

USE OF PROCEEDS FROM REGISTERED SECURITIES

On January 30, 2001, we commenced our initial pulffiering of 4,000,000 shares of common stock] $&r value per share, pursuant to
final U.S. prospectus and our final internationagpectus, each dated January 30, 2001. Theseeptasps were contained in our
Registration Statement on Form S-1, which was dedleffective by the Securities and Exchange Cosionig(SEC File No. 333-48812) on
January 30, 2001. We offered the shares in the&h& Canada through
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Merrill Lynch, Pierce, Fenner & Smith Incorporat€iBC World Markets Corp. and Thomas Weisel PaghérC, as U.S. representatives
the several U.S. underwriters, and outside the &h8.Canada through Merrill Lynch InternationalBClIWorld Markets plc and Thomas
Weisel Partners LLC as lead managers for the sewvéeanational managers. The initial public offegiclosed on February 5, 2001. We sold
4,000,000 shares of common stock covered by thésRetipn Statement. The several underwriters didexercise their oveslotment optiol
to purchase up to an additional 600,000 sharesrafrion stock covered by the Registration Statement.

The aggregate offering price of the initial pulftering to the public was $56,000,000, with prateé us, after deduction of underwriting
discounts and commissions, of $52,080,000 (befedeicting offering expenses payable by us). We aséiithat the aggregate amount of
expenses incurred by us in connection with theaisse and distribution of the shares of common stéfgeed and sold in the initial public
offering was approximately $4,920,000, including%®,000 in underwriting discounts and $1,000,000ther expenses. These expenses
were direct payments to persons other than dirgctdficers, persons owning ten percent or moreuofequity securities, or our affiliates.
None of the expenses paid by us in connection thigtinitial public offering was paid, directly axdirectly, to directors, officers, persc
owning ten percent or more of our equity securitieour affiliates.

The estimated net proceeds to us from the initiélip offering, after deducting underwriting disedsi and commissions and other expenses,
were approximately $51 million. We currently expertise the net proceeds of the offering to fumtiad! studies and trials, to fund other
research and development and for working capitdlaither general corporate purposes. To date, nioife met proceeds from the initial
public offering has been applied. As of March 2902, we have invested all of the net proceedsebffering in money-market mutual funds
and direct and guaranteed obligations of the Urfitedes. None of the net proceeds were paid, firectndirectly, to directors, officers,
persons owning ten percent or more of our equitystes, or our affiliates.
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ITEM 6. SELECTED FINANCIAL DATA

The selected historical financial data set fortlolweas of December 31, 1999 and 2000 and for thesyended December 31, 1998, 1999 and
2000, are derived from our financial statementsciwvhave been audited by Arthur Andersen LLP, irshelent public accountants, and wt
are included elsewhere in this Form 10-K. The detkbistorical financial data as of December 38619997 and 1998 and for the years
ended December 31, 1996 and 1997 are derived frorfimancial statements, which have been auditeArtlyur Andersen LLP, independent
public accountants and which are not included disgevin this Form 10-K.

The selected historical financial data should la&l i@ conjunction with, and are qualified by refege to "Management's Discussion and
Analysis of Financial Condition and Results of Ggiiems," our financial statements and notes theartbthe report of independent public
accountants included elsewhere in this Form 10-K.

YEARS ENDED DECEMBER 31,

1 996 1997 1998 1999 2000

(DOLLARS IN THOUSANDS, EXCEPT PER SHARE DATA)
STATEMENT OF OPERATIONS DATA:

Research and development.................... $ 366 $ 1,222 $ 2,849 $ 3,689 $ 5,332
General and administrative.................. 312 814 1,170 1,560 4,814
Stock-based compensation(l)................. -- 1 2 14 3,184
Loss from operations............cccccco.e. (678) (2,037) (4,021) (5,263) (13,330 )
Interestincome.........ccoccoveeveneenn. 26 154 443 299 1,447
NEt 10SS....ccvvviirriniirieiicrcie $ (652) $(1,883) $(3,578) $(4,964) $ (11,883 )
Net loss per common share:
Basic and diluted(2)...........ccoo..... $( 6.77) $(10.70) $ (6.08) $ (5.32) $ (8.13 )
Pro forma basic and diluted
(unaudited)(3).....ccccverrereennenn. $ (0.97 )
Weighted average common shares outstanding:
Basic and diluted...............cccce... 96 ,250 175,953 588,143 932,593 1,461,726
Pro forma basic and diluted
(unaudited)(3).....ccocverrereerinnn. 12,311,358

AS OF DECEMBER 31,

1996 19 97 1998 1999 2000
ACTUAL PRO FORMA 4)
BALANCE SHEET DATA:
Cash and cash equivalents....... $38% $1 792 $ 8,826 $ 3,553 $ 26,470 $ 77,5 50
Total assets.................... 4,119 2 417 9,708 4,754 29,059 80,1 39
Stockholders' equity............ 4,010 2 ,305 9,298 4,410 27,700 78,7 00

(1) The following summarizes the departmental atmmn of stock-based compensation:

Research and development.......... $ - % 1% 2% 9% 810
General and administrative........ -- -- -- 5 2,374
Total..oooeeeecieecieeeee, $ 0 $ 1%$ 2% 14 $ 3,184

(2) Computed as described in Note 2 to the findstéements included elsewhere in this Form 10-K.
(3) Assumes conversion of all outstanding shargge&ferred stock into common stock upon closinguwfinitial public offering.

(4) Reflects the sale of 4,000,000 shares of comstmrk at the initial public offering price of $00. per share net of underwriting discounts
and commissions and offering expenses.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

EXCEPT FOR THE HISTORICAL INFORMATION CONTAINED ORNCORPORATED BY REFERENCE HEREIN, THIS
FOLLOWING DISCUSSION CONTAINS FORWARD-LOOKING STATEENTS THAT INVOLVE RISKS AND UNCERTAINTIES,
CERTAIN OF WHICH ARE BEYOND OUR CONTROL. ACTUAL RES.TS COULD DIFFER MATERIALLY FROM THESE
FORWARD-LOOKING STATEMENTS AS A RESULT OF A NUMBERF FACTORS INCLUDING, BUT NOT LIMITED TO, THOSE
FACTORS DESCRIBED IN "FACTORS THAT MAY AFFECT FUTURRESULTS" AND ELSEWHERE IN THIS FORM 10-K.

OVERVIEW

We apply proprietary genomics technologies to trdyedetection of common cancers. We have selemikatectal cancer screening as the
first application of our technology platform. Sinaer inception on February 10, 1995, our princigetlvities have included:

- researching and developing our technologies dtorectal cancer screening;

- conducting clinical studies to validate our celttal cancer screening tests;

- negotiating licenses for intellectual propertyotifiers incorporated into our technologies;

- developing relationships with opinion leadersha scientific and medical communities;

- conducting market studies and analyzing poteapgroaches for commercializing our technologies;
- hiring research and clinical personnel;

- hiring management and other support personndl; an

- raising capital.

Initially, we intend to offer colorectal cancer sening services ourselves to establish the mafketthen intend to license our proprietary
technologies and sell reagents to leading cliniefrence laboratories to enable them to devekis.téVe may also package our technologies
and seek approval for diagnostic test kits withakitany clinical laboratory could conduct our tests.

We have generated no operating revenues sinceception and do not expect operating revenuehéfdreseeable future. As of December
31, 2000, we had an accumulated deficit of appreséty $23.1 million. Our losses have resulted ppally from costs incurred in
conjunction with our research and developmentstiites.

Research and development expenses include castsded scientific and laboratory personnel, cahatudies and reagents and supplies usec
in the development of our technologies. We expeat the cost of our research and development tetiwill increase substantially as we
continue activities relating to the developmenoof colorectal cancer screening tests and the sixteof our technologies to several other
forms of common cancers and pre-cancerous lesiWdasare currently conducting a clinical study whictludes a population of both high-

risk and average-risk patients and thereafter éhterconduct a clinical trial that will include astimated 5,300 average-risk patients from at
least 40 academic and community-based practicesasts of which will be borne by us.

General and administrative expenses consist prliynairhon-research personnel salaries, office egpemmnd professional fees. We expect
general and administrative expenses to increaséisantly as we hire additional personnel and dwilir infrastructure to support future
growth.

Stock-based compensation expense represents thedide between the exercise price and fair vadleemmon stock on the date of grant.
The stock compensation is being amortized ovevéiséing period of the applicable options, whiclyémerally 60 months. As of March 29,
2001, we expect to recognize amortization expehseferred compensation recorded related to emplayel director
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options of approximately $4.0 million, $2.3 millio§1.4 million, $674,000 and $230,000 during thargeended December 31, 2001, 2002,
2003, 2004 and 2005, respectively.

RESULTS OF OPERATIONS
COMPARISON OF THE YEARS ENDED DECEMBER 31, 2000 AND 1999

RESEARCH AND DEVELOPMENT EXPENSES. Research ancettjpment expenses, excluding departmental allatsitid stock-based
compensation, increased to $5.3 million for theryraled December 31, 2000 from $3.7 million forykar ended December 31, 1999. This
increase was attributable primarily to an increafs$285,000 in personnel-related expenses, anaseref $168,000 in professional fees and
expenses, an increase of $505,000 in lab expesmséscrease of $579,000 in trials and studies esggeand an additional $63,000 related to
the leasing of additional laboratory space.

GENERAL AND ADMINISTRATIVE EXPENSES. General andmdhistrative expenses, excluding departmental atloos of stock-based
compensation, increased to $4.8 million for theryraled December 31, 2000 from $1.6 million forykar ended December 31, 1999. This
increase was attributable primarily to an increafs®1.2 million in personnel-related expenses,rangase of $1.8 million in professional fees
and expenses, an increase of $114,000 in travetlerttexpenses and an additional $47,000 relatés: teasing of additional office space.

STOCK-BASED COMPENSATION. Stock-based compensaitiereased to $3.2 million for the year ended Decamdli, 2000, of which
$810,000 related to research and development peesand $2.4 million related to general and adrhiaisve personnel. Stock-based
compensation was $14,000 for the year ended Deaedibha 999, of which $9,000 related to researchdaeklopment personnel and $5,000
related to general and administrative personnel.

INTEREST INCOME. Interest income increased to $7,880 for the year ended December 31, 2000 frond $29 for the year ended
December 31, 1999. This increase was primarilytdusn increase in our cash and cash equivalerasidxd resulting from the issuance of
preferred stock in April 2000.

COMPARISON OF THE YEARS ENDED DECEMBER 31, 1999 AND 1998

RESEARCH AND DEVELOPMENT EXPENSES. Research ancettgyment expenses, excluding departmental allatsitidd stock-based
compensation, increased to $3.7 million for theryraled December 31, 1999 from $2.8 million forykar ended December 31, 1998. This
increase was attributable primarily to an increafs®303,000 in research and development persomaeha additional $53,000 related to the
leasing of additional laboratory space. In additwa incurred $429,000 in connection with our ongailinical studies during 1999.

GENERAL AND ADMINISTRATIVE EXPENSES. General andmdhistrative expenses, excluding departmental atloos of stock-based
compensation, increased to $1.6 million for theryraled December 31, 1999 from $1.2 million forykar ended December 31, 1998. This
increase was attributable primarily to an increafs®200,000 in general and administrative persqrareincrease of $76,000 in legal and
consulting fees and an increase of $55,000 in amatidn and depreciation expense.

STOCK-BASED COMPENSATION. Stock-based compensatixpense increased to $14,000 for the year endeenilzr 31, 1999, of

which $9,000 related to research and developmesbpeel and $5,000 related to general and admatiigtrpersonnel. Stock-based
compensation expense was $2,000 for the year ébeeeimber 31, 1998, of which $1,500 was relateés$earch and development personnel
and $500 related to general and administrativeopee.
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INTEREST INCOME. Interest income decreased to $23®@ for the year ended December 31, 1999 from $883for the year ended
December 31, 1998. The decrease in 1999 was phynaaré to a decrease in our cash and cash equisdlatances as a result of losses from
operations.

QUARTERLY RESULTS OF OPERATIONS

The following table sets forth unaudited quartestigtement of operations data for each the eightepsaended December 31, 2000. In the
opinion of management, this information has be@pg@red on the same basis as the audited finataiahgents appearing elsewhere in this
Form 10-K, and all necessary adjustments, congistitly of normal recurring adjustments, have beetuded in the amounts stated below to
present fairly the unaudited quarterly resultsérations. The quarterly data should be read ijuoation with our audited financial
statements and the notes to the financial statenagmtearing elsewhere in this Form 10-K.

THREE MONTHS ENDED

MAR. 31, JUNE 30, SEP T.30, DEC.31, MAR.31, JUNE30, SEP T.30, DEC.31,
1999 1999 1 999 1999 2000 2000 2000 2000
Statement of Operations
Data
Research and
development......... $ 865 $ 950 $ 924 $ 951 $ 1,154 $ 1,145 $ 1,516 $ 1,517
General and
administrative...... 360 392 372 435 483 824 1,135 2,372
Stock-based
compensation........ 0 0 14 0 242 505 772 1,665
Loss from
operations.......... (1,225) (1,342) ( 1,310) (1,386) (1,879) (2,474) (3,423)  (5,554)
Interest income....... 98 80 70 51 41 451 500 455
Net loss......ccccuu. $(1,127) $(1,262) $( 1,240) $ (1,335) $ (1,838) $ (2,023) $ (2,923) $ (5,099)
Net loss per common
share:
Basic and
diluted()...... $ 140 $ 137 $ 127 $ 128 $ 154 $ 141 $ 191 $ 3.03

Weighted average
common shares
outstanding:
Basic and
diluted......... 805,111 920,832 98 0,072 1,039,313 1,194,025 1,434,267 1, 534,010 1,684,602

(1) Computed as described in Note 2 to the findstéements included elsewhere in this Form 10-K.
LIQUIDITY AND CAPITAL RESOURCES

We have financed our operations since inceptiomguily through private sales of preferred stock.ofA®ecember 31, 2000, we had received
net proceeds of $47.2 million from the issuancpreferred stock. As of December 31, 2000, we hatdagmately $26.5 million in cash and
cash equivalents.

Net cash used in operating activities was $8.0anilfor the year ended December 31, 2000, $4.6amilh 1999 and $3.0 million in 199
These increases are primarily due to the incraasari research and development activities and &sdogeneral and administrative
expenses.

Net cash used in investing activities was $1.liamlfor the year ended December 31, 2000, $722/92099 and $496,000 in 1998. For e
of these periods, cash used in investing activigdlected increased investment in our intellechraperty portfolio and the expansion of our
laboratory and office space.
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Net cash provided by financing activities was $38ibion for the year ended December 31, 2000, 87 ,in 1999 and $10.6 million in 19¢
Cash provided during these periods resulted frarstie of our preferred stock during the year eidszember 31, 2000 and the year ended
1998.

We expect that the net proceeds of approximatelyri#iilion from our initial public offering in Febary 2001, together with our current
working capital, will fund our operations througb(3. Our future capital requirements include, betraot limited to, continuing our research
and development programs, supporting our clinigal &fforts, and launching our marketing effo@ur future capital requirements will
depend on many factors, including the following:

- the success of our clinical studies;

- the scope of and progress made in our reseactdarelopment activities; and

- the successful commercialization of colorectaloga screening tests based on our technologies.
NET OPERATING LOSS CARRYFORWARDS

As of December 31, 2000, we had net operatingdasyforwards of approximately $22 million and rexdh and development tax credit
carryforwards of approximately $609,000. The nedrafing loss and tax credit carryforwards will egpat various dates through 2020, if not
utilized. The Internal Revenue Code and applicatdée law impose substantial restrictions on aamaitpn's utilization of net operating loss
and tax credit carryforwards if an ownership chaisgéeemed to have occurred.

RECENT ACCOUNTING PRONOUNCEMENTS

In June 1998, the Financial Accounting Standardsr&cor the FASB, issued Statement of Financialoioting Standards (SFAS) No. 133,
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND HEDGING E£TIVITIES. This statement established accounting maporting
standards for derivative instruments and hedginigiies. SFAS 133, as amended by SFAS 137, wilkfiective for our financial reporting
beginning in the first quarter of 2001. SFAS 138 waquire that we recognize all derivatives ab@itassets or liabilities on the balance sheet
and measure those instruments at fair value. Toeuating for gains and losses from changes indhievélue of a particular derivative will
depend on the intended use of that derivative. @ieve the adoption of this statement will not hav&gnificant impact on our financial
position, results of operations or cash flows.

In December 1999, the SEC issued Staff AccountinijeBn No. 101, REVENUE RECOGNITION. This bulletastablishes guidelines for
revenue recognition and is in effect beginning ®etdl, 2000. The adoption of this guidance didhase a material impact on our financial
condition or results of operations.

In March 2000, the FASB issued Interpretation Ng. ACCOUNTING FOR CERTAIN TRANSACTIONS INVOLVING SOCK
COMPENSATION--AND INTERPRETATION OF APB OPINION NQ@5. The interpretation clarifies the applicatidrA®B Opinion No.

25 to accounting for stock issued to employees.ifitegpretation is effective July 1, 2000, but cevevents occurring during the period
between December 15, 1998 and July 1, 2000. Iftev@vered by the interpretation occur during gesod, the effects of applying the
interpretation to the events would be recognized pnospective basis from July 1, 2000. As a retfhudtinterpretation will not require that
any adjustments be made to our consolidated finhatatements for periods before July 1, 2000,remdxpense would be recognized for any
additional compensation cost measured that iatable to periods before July 1, 2000. The adoptithis interpretation did not have an
impact on our financial position, results of op&nas or cash flows.
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FACTORS THAT MAY AFFECT FUTURE RESULTS

We operate in a rapidly changing environment thablives a number of risks, some of which are beymmndcontrol. This discussion
highlights some of the risks which may affect fetoperating results.

WE ARE A DEVELOPMENT STAGE COMPANY AND MAY NEVER CO MMERCIALIZE ANY OF OUR PRODUCTS OR
SERVICES OR EARN A PROFIT.

We are a development stage company and have iddosses since we were formed. From our date efpitien on February 10, 1995
through December 31, 2000, we have accumulatethbdeficit of approximately $23.1 million. Sincerocolorectal cancer screening tests
still in development, we do not expect to have araterial revenue from the sale of our productssardices until 2003. Even after we begin
selling our products and services, we expect thatasses will continue and increase as a resudbofinuing high research and development
expenses, as well as increased sales and markstiegses. We cannot assure you that we will evenarcialize any of our products or
services, or that the revenue from any of our petglar services will be sufficient to make us pddle.

IF OUR CLINICAL STUDIES DO NOT PROVE THE SUPERIORIT Y OF OUR TECHNOLOGIES, WE MAY NEVER SELL OUR
PRODUCTS AND SERVICES.

In the fourth quarter of 2001, we intend to initia blinded multi-center clinical trial that witiclude approximately 5,300 patients with
average risk profiles. The results of this clinitél may not show that tests using our techn@sgire superior to existing screening methods.
In that event, we will have to devote significaimhcial and other resources to further researdhderelopment. In addition, we may
experience delays in the commercialization of tasteg our technologies or commercialization mayem@ccur. Our earlier clinical studies
were small and included samples from high-riskgrasi. The results from these earlier studies mayapwesent the results we obtain from
any future studies, including our planned cliniegll, which will include substantially more samgland average-risk patients. See "Business-
Clinical Studies."

WE MAY BE UNABLE TO RECRUIT A SUFFICIENT NUMBER OF PATIENTS FOR OUR PLANNED AVERAGE-RISK
CLINICAL TRIAL.

We intend to conduct a blinded multi-center clihicel of approximately 5,300 average-risk patgenf we are unable to enroll the required
number of average risk patients, we will be unablealidate the superiority of our technologiesjakhvould make it difficult to sell our
products and services. Despite the availabilitgabrectal cancer screening methods today, mostrigéares who are recommended for
colorectal cancer screening do not get screeneticipants in our clinical trial will only have aawerage risk of developing colorectal cancer,
yet will have to undergo a colonoscopy. This pracedequires sedation and causes patient discarfffiercannot guarantee that we will

able to recruit patients on a timely basis, iflat a

IF MEDICARE AND OTHER THIRD-PARTY PAYORS, INCLUDINGVANAGED CARE ORGANIZATIONS, DO NOT PROVIDE
ADEQUATE REIMBURSEMENT FOR OUR PRODUCTS AND SERVIGEMOST CLINICAL REFERENCE LABORATORIES WILL
NOT USE OUR PRODUCTS OR LICENSE OUR TECHNOLOGIES PERFORM CANCER SCREENING TEST

Most clinical reference laboratories will not perfocolorectal cancer screening tests using ourymtsdand licensing our technologies unless
they are adequately reimbursed by third-party pagach as Medicare and managed care organizatibare is significant uncertainty
concerning third-party reimbursement for the usarof test incorporating new technology. Reimburserbg a third-party payor may depend
on a number of factors, including a payor's deteatidn that tests using our products and technetogie sensitive for colorectal cancer, not
experimental or investigational,
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medically necessary, appropriate for the specHitemt and cost-effective. To date, we have natirggtany reimbursement approval for tests
using our products and technologies from any thady payor, nor do we expect any such approvatisémear future.

Reimbursement by Medicare will require approvatligy Secretary of Health and Human Services, or HH8.Federal Budget Act of 1997
provides for reimbursement of new technologies aagburs, but only with action of the SecretarybfS. We cannot guarantee that the
Secretary of HHS will act to approve tests baseduwrtechnologies on a timely basis or at all.ddition, the assignment of a current
procedural terminology code facilitates Medicaiienfeirsement. The process to obtain this code mthgmand we cannot guarantee that we
will receive a current procedural terminology caxtea timely basis, or at all.

Since reimbursement approval is required from gegfor individually, seeking such approvals is aetioconsuming and costly process. If we
are unable to obtain adequate reimbursement byddexland managed care organizations, our abiligeterate revenue and earnings from
the sale of our products or licenses to our teagies will be limited.

WE WILL NOT BE ABLE TO COMMERCIALIZE OUR TECHNOLOGI ES IF WE ARE NOT ABLE TO LOWER COSTS
THROUGH AUTOMATING AND SIMPLIFYING KEY OPERATIONAL  PROCESSES.

Currently, colorectal cancer screening tests usimgechnologies are very expensive because tleelfabor-intensive and use highly complex
and expensive reagents. In order to price our mtsdand services competitively, we will need touezlsubstantially the costs of tests using
our technologies through significant automatiok®f operational processes and other cost savirgegures. If we fail to sufficiently redu
costs, tests using our technologies either maypeaommercially viable or may generate little,rif/aprofitability.

OUR INABILITY TO ESTABLISH STRONG BUSINESS RELATIOSNHIPS WITH LEADING CLINICAL REFERENCE
LABORATORIES TO PERFORM COLORECTAL CANCER SCREENINESTS USING OUR TECHNOLOGIES WILL LIMIT OUR
REVENUE GROWTH.

A key step in our strategy is to sell reagentslamhse our proprietary technologies to leadingictil reference laboratories that will perform
colorectal cancer screening tests. We currentle mavbusiness relationships with these laboratareshave limited experience in
establishing these business relationships. If wauaable to establish these business relationshigsyill have limited ability to obtain
revenues beyond revenue we can generate fromroitedi in-house capacity to process tests.

OUR FAILURE TO CONVINCE MEDICAL PRACTITIONERS TO OR DER TESTS USING OUR TECHNOLOGIES WILL LIMIT
OUR REVENUE AND PROFITABILITY.

If we fail to convince medical practitioners to erdests using our technologies, we will not bedblsell our products or license our
technologies in sufficient volume for us to becaonefitable. We will need to make leading gastroesitayists aware of the benefits of tests
using our technologies through published papeesgmntations at scientific conferences and favonaslelts from our clinical studies. Our
failure to be successful in these efforts would enéklifficult for us to convince medical practitiers to order colorectal cancer screening
using our technologies for their patients.

IF WE LOSE THE SUPPORT OF OUR KEY SCIENTIFIC COLLABRATORS, IT MAY BE DIFFICULT TO ESTABLISH TESTS
USING OUR TECHNOLOGIES AS A STANDARD OF CARE FOR CORECTAL CANCER SCREENING, WHICH MAY LIMIT OUR
REVENUE GROWTH AND PROFITABILITY.

We have established relationships with leadingnéisis, including members of our scientific advisboard, and research institutions, such as
the Mayo Clinic, that we believe are key to estbiig tests using our technologies as a standardreffor colorectal cancer screening. We
have consulting agreements with all but one merabeur scientific advisory board, each of which ntey
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terminated by us or the scientific advisory boaehmer with 30 or 60 days notice. Our existing dmitation agreement with the Mayo Clil
expires on December 31, 2001. If any of our coliabars determine that colorectal cancer screemisis sing our technologies are not
superior to available colorectal cancer screendststor that alternative technologies would be reffiective in the early detection of
colorectal cancer, we would encounter difficultyaddishing tests using our technologies as a stadnofecare for colorectal cancer screening,
which would limit our revenue growth and profitatyil

WE MAY EXPERIENCE LIMITS ON OUR REVENUE AND PROFITA BILITY IF ONLY AN INSIGNIFICANT NUMBER OF
PEOPLE DECIDE TO BE SCREENED FOR COLORECTAL CANCER.

Even if our technologies are superior to alteratolorectal cancer screening technologies, adedhiat-party reimbursement is obtained
and medical practitioners order tests using ourrtelogies, an insignificant number of people magidiz to be screened for colorectal cancer.
Despite the availability of current colorectal canscreening methods as well as the recommendattibre American Cancer Society and the
National Cancer Institute that all Americans ageab@ above be screened for colorectal cancer, ofitisése individuals decide not

complete a colorectal cancer screening test. if anlinsignificant portion of the population de@gde complete colorectal cancer screening
tests, we may experience limits on our revenuepeaiafitability.

OUR INABILITY TO APPLY OUR PROPRIETARY TECHNOLOGIES SUCCESSFULLY TO DETECT OTHER COMMON
CANCERS MAY LIMIT OUR REVENUE GROWTH AND PROFITABIL ITY.

While to date, we have focused substantially abwfresearch and development efforts on coloreatater, we have used our technologie
detect cancers of the lung, pancreas, esophagusash and gall bladder. As a result, we intendetgote significant personnel and financial
resources in the future to extending our technofggiform to the development of screening testdfese common cancers and pegcerou
lesions. To do so, we may need to overcome techitalbchallenges to develop reliable screeningtistthese cancers. We may never
realize any benefits from these research and denedat activities. See "Business--Research and Dprednt.”

IF WE FAIL TO OBTAIN THE APPROVAL OF THE U.S. FOOBND DRUG ADMINISTRATION, OR FDA, OR COMPLY WITH
OTHER FDA REQUIREMENTS, WE MAY NOT BE ABLE TO MARKE OUR PRODUCTS AND SERVICES AND MAY BE SUBJECT
TO STRINGENT PENALTIES.

The FDA does not actively regulate laboratory tésés have been developed and used by the labgredoducting the test. Although the
FDA does regulate reagents, such as ours, thatwethca biological substance to identify a speciiNA sequence or protein, its regulations
provide that most such reagents, which the FDArsdfe as analyte specific reagents, are exempt fhenfrDA's premarket review
requirements. If the FDA were to decide to reguiatbouse developed laboratory tests, decide toiregremarket approval or clearance of
our analyte specific reagents, conclude that cageats do not meet the requirements for analyteifgpeeagents, or conclude that licensing
our intellectual property constitutes non-complikaieling, the commercialization of our products arrvices could be delayed, halted or
prevented. In addition, the FDA may impose persiltie us or seek other enforcement actions. Sipjléithe FDA were to determine that
our stool collector requires premarket approvatlearance, the sale of our products and servicalsl @ delayed, halted or prevented anc
FDA could impose penalties on us or seek otherreafoent action. Finally, our analyte specific reggevill be subject to a number of FDA
requirements, including a requirement to comphyjhvifite FDA's quality system regulation which estiss extensive regulations for quality
control and manufacturing procedures. Failure toy with these regulations could subject us tmergment action. Adverse FDA action in
any of these areas could significantly increaseeapenses and limit our revenue and profitability.
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IF WE FAIL TO COMPLY WITH REGULATIONS RELATING TO CINICAL LABORATORIES, WE MAY BE PROHIBITED FROM
PROCESSING OUR OWN TESTS IN-HOUSE, BE REQUIRED NZUR SIGNIFICANT EXPENSE TO CORRECT NON-
COMPLIANCE, OR BE SUBJECT TO OTHER REQUIREMENTS ®ENALTIES.

We are subject to U.S. and state laws and regaatiegarding the operation of clinical laboratarfesr example, the federal Clinical
Laboratory Improvement Amendments impose certiticatequirements for clinical laboratories, andablsh standards for quality assurance
and quality control, among other things. Cliniadratories are subject to inspection by regulatord the possible sanctions for failing to
comply with applicable requirements include protiilgj a laboratory from running tests, requiringbdratory to implement a corrective plan,
and imposing civil money or criminal penaltiesMiay 2000, we received a clinical laboratory cectife of compliance. However, if we fail
meet the requirements of the Clinical Laboratorpiovement Amendments in the future, we could beired to halt providing services and
incur significant expense, thereby limiting oureaue and profitability.

OTHER COMPANIES MAY DEVELOP AND MARKET METHODS FOR DETECTING COLORECTAL CANCER, WHICH MAY
MAKE OUR TECHNOLOGIES LESS COMPETITIVE, OR EVEN OBS OLETE.

The market for colorectal cancer screening is laagproximating 74 million Americans age 50 andwah@nd has attracted competitors,
some of which have significantly greater resoutbas we have.

Currently, we face competition from alternative ggdures-based detection technologies such aslfesidgpmoidoscopy and colonoscopy, as
well as traditional screening tests such as thal feacult blood test marketed by Beckman Coultge, Dther entities are developing new
colorectal screening methods such as virtual caloopy, an experimental procedure being developsgsatrch institutions in which a
radiologist views the inside of the colon througécanner. In addition, competitors, including Ba@erporation, diaDexus, Inc., Matritech,
Inc. and Millennium Predictive Medicine, Inc., afeveloping serum-based tests, a screening tesd basthe detection of proteins or nucleic
acids produced by colon cancer. These and othepaoi®s may also be working on additional method$etécting colon cancer that have
yet been announced. We may be unable to competetigéily against these competitors either becawesetest is superior or because tl
may have more expertise, experience, financialuregs and business relationships.

THE LOSS OF KEY MEMBERS OF OUR SENIOR MANAGEMENT TE AM COULD ADVERSELY AFFECT OUR BUSINESS.

Our success depends largely on the skills, expegiand performance of key members of our senioagement team, including Stanley N.
Lapidus, our Chairman, Don M. Hardison, our Presidéohn A. McCarthy, Jr., our Vice President amie€Financial Officer, and Anthony
P. Shuber, our Vice President of Molecular Bioloessrs. Lapidus and Shuber have been critichldalévelopment of our technologies
business. Mr. Hardison, who joined us in May 200t Mr. McCarthy, who joined us in October 200@, leey additions to our management
team and will be critical to directing and managing growth and development in the future. We hawemployment agreements with an)
Messrs. Lapidus, Hardison, McCarthy or Shuber, hawveach has signed a non-disclosure and assigrohertellectual property agreement
and noneompete agreement. We also have a severance agregitieeach of Messrs. Lapidus, Hardison, McCaghyg Shuber that provid
for twelve months severance under certain circunests The efforts of each of these persons witlrliizal to us as we continue to develop
our technologies and our testing process and agtempt to transition from a development companyg t@mpany with commercialized
products and services. If we were to lose one aembthese key employees, we may experience difiigs in competing effectively,
developing our technologies and implementing owiress strategies.
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IF WE ARE UNABLE TO PROTECT OUR INTELLECTUAL PROPHR EFFECTIVELY, WE MAY BE UNABLE TO PREVENT
THIRD PARTIES FROM USING OUR TECHNOLOGIES, WHICH WD IMPAIR OUR COMPETITIVE ADVANTAGE.

We rely on patent protection as well as a combamatif trademark, copyright and trade secret pritecaind other contractual restrictions to
protect our proprietary technologies, all of whigrovide limited protection and may not adequatebtgct our rights or permit us to gain or
keep any competitive advantage. If we fail to pcotaur intellectual property, we will be unablepi@vent third parties from using our
technologies and they will be able to compete neffectively against us.

As of March 29, 2001, we had eleven issued pataritee United States, four issued foreign patemtentyfive pending patent applications
the United States, three of which have been allpwed forty-four pending foreign applications. Wamnot assure you that any of our
currently pending or future patent applicationd vakult in issued patents, and we cannot prediat llong it will take for such patents to be
issued. Further, we cannot assure you that othéepavill not challenge any patents issued tooushat courts or regulatory agencies will not
hold our patents to be invalid or unenforceable.

A third-party institution has asserted co-inventigusights with respect to one of our issued pateelating to pooling patient samples in
connection with our loss of heterozygosity detettizethod. We cannot guarantee you that we willloeessful in defending this or other
challenges made in connection with our patentspateint applications. Any successful third-partylielme to our patents could result in co-
ownership of such patents with a third party orahenforceability or invalidity of such patents.dddition, we and a third-party institution
have filed a joint patent application that will be-owned by us and that third-party institutioratiglg to the use of various DNA markers,
including one of our detection methods, to detecicers of the lung, pancreas, esophagus, stonraahiistestine, bile duct, naguharyngea
liver and gall bladder in stool under the Patenv@mration Treaty. This patent application design#tie United States, Japan, Europe and
Canada. Co-ownership of a patent allows the co-owmexercise all rights of ownership, including ttight to use, transfer and license the
rights protected by the applicable patent.

In addition to our patents, we rely on contractestrictions to protect our proprietary technologe require our employees and third parties
to sign confidentiality agreements and employeeddo sign agreements assigning to us all intelidgiroperty arising from their work for |
Nevertheless, we cannot guarantee that these nesasillrbe effective in protecting our intellectymbperty rights

We cannot guarantee you that the patents issuesiwgll be broad enough to provide any meaningfotgxtion nor can we assure you that
one of our competitors may not develop more effectiechnologies, designs or methods to test famreotal cancer or any other common
cancer without infringing our intellectual propertghts or that one of our competitors might natiga around our proprietary technologies.

WE MAY INCUR SUBSTANTIAL COSTS TO PROTECT AND ENFOR CE OUR PATENTS.

We have pursued an aggressive patent strategyngelsig maximize our patent protection against thadies in the U.S. and in foreign
countries. We have filed patent applications tloaec the methods we have designed to detect codbiesncer and other cancers, as well as
patent applications that cover our testing prodessrder to protect or enforce our patent rights,may initiate actions against third parties.
Any actions regarding patents could be costly éamd-consuming, and divert our management and kesopeel from our business.
Additionally, such actions could result in challesgo the validity or applicability of our patents.
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WE MAY BE SUBJECT TO SUBSTANTIAL COSTS AND LIABILIY OR BE PREVENTED FROM SELLING OUR SCREENING
TESTS FOR CANCER AS A RESULT OF LITIGATION OR OTHHRROCEEDINGS RELATING TO PATENT RIGHTS.

Third parties may assert infringement or otherliettual property claims against our licensors @r\We pursue an aggressive patent strategy
that we believe provides us with a competitive adage in the early detection of colorectal cancer @her common cancers. We currently
have eleven issued U.S. patents and twenty-fivelipgrpatent applications in the United States. Beedhe U.S. Patent & Trademark Office
maintains patent applications in secrecy until @maissues, others may have filed patent apptioatior technology covered by our pending
applications. There may be third-party patentsemapplications and other intellectual propertgwant to our potential products that may
block or compete with our products or processesnkfithird-party claims are without merit, defenglia lawsuit may result in substantial
expense to us and may divert the attention of memagt and key personnel. In addition, we cannatraggu that we would prevail in any
these suits or that the damages or other remddiay,iawarded against us would not be substa@lalms of intellectual property
infringement may require us to enter into royaltyicense agreements with third parties that maybecavailable on acceptable terms, if a
These claims may also result in injunctions agaimsturther development and use of our technoladych would have a material adverse
effect on our business, financial condition andiltssof operations.

Also, patents and applications owned by us mayiece subject of interference proceedings in thiged States Patent and Trademark
Office to determine priority of invention, whichwad result in substantial cost to us, as well asssible adverse decision as to the priority of
invention of the patent or patent application imeal. An adverse decision in an interference prdogetiay result in the loss or rights unde
patent or patent application subject to such aqeding.

OUR BUSINESS WOULD SUFFER IF CERTAIN LICENSES WERE TERMINATED.

We license certain technologies from Roche Molec8istems, Inc. and Genzyme Corporation that ayadeur technologies. The Roche
license, which relates to a gene amplification pescused in almost all genetic testing, is a nahisive license through 2004, the date on
which the patent that we utilize expires. Roche teaminate the license upon notice if we fail tg payalties, submit certain reports or
breach any other material term of the license ages¢. The Genzyme license is a non-exclusive lie¢osise the APC and P53 genes and
methodologies relating to the genes in connectiith @ur products and services through 2013, the datwhich the term of the patent that
utilize expires. Genzyme may terminate the licamsen notice if we fail to pay milestone paymentd evyalties, achieve a certain level of
sales, submit certain reports. In addition, if wi o use reasonable efforts to make productssandces based on these patents available to
the public or fail to request FDA clearance fori@gdostic test kit as required by the agreementz@me may terminate the license. If either
Roche or Genzyme were to terminate the licensesyaudd incur significant delays and expense to geaa portion of our testing methods
and we cannot guarantee that we would be ableaongghour testing methods without affecting the itigitg of our tests.

CHANGES IN HEALTHCARE POLICY COULD SUBJECT US TO ADITIONAL REGULATORY REQUIREMENTS THAT MAY
DELAY THE COMMERCIALIZATION OF OUR TESTS AND INCRESE OUR COSTS.

Healthcare policy has been a subject of discugsitime executive and legislative branches of tliefal and many state governments. We
developed a staged commercialization strategy doicolorectal cancer screening tests based oriraxisealthcare policies. Changes in
healthcare policy, if implemented, could substdiytidelay the use of our tests, increase costs dareft management's attention. We cannot
predict what changes, if any, will be proposeddwped or the effect that such proposals or adoptiay have on our business, financial
condition and results of operations.
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OUR INABILITY TO RAISE ADDITIONAL CAPITAL ON ACCEPT ABLE TERMS IN THE FUTURE MAY LIMIT OUR
GROWTH.

We may need to raise additional funds to executduosiness strategy. Our inability to raise capitauld seriously harm our business and
development efforts. In addition, we may choosmise additional capital due to market conditionstrategic considerations even if we
believe we have sufficient funds for our currenfudure operations. To the extent that additiorsgdital is raised through the sale of equity or
convertible debt securities, the issuance of tkesarities could result in dilution to our stockthes.

We currently have no credit facility or committealisces of capital. If our capital resources arefiitsent to meet future requirements, we
will have to raise additional funds to continue tlevelopment and commercialization of our technel®gThese funds may not be available
on favorable terms, or at all. If adequate fundsrant available on attractive terms, we may havestrict our operations significantly or
obtain funds by entering into agreements on urdit@terms.

OUR EXECUTIVE OFFICERS, DIRECTORS AND PRINCIPAL SCBHOLDERS OWN A SIGNIFICANT PERCENTAGE OF OUR
COMPANY AND COULD EXERT SIGNIFICANT INFLUENCE OVERMATTERS REQUIRING STOCKHOLDER APPROVAL.

As of March 29, 2001, our executive officers, diogs and principal stockholders and their affilsategether control approximately 49.4% of
our outstanding common stock, without giving effcthe exercise of outstanding options under tagksplans. As a result these
stockholders, if they act together, will have sfgaint influence over matters requiring stockholdpproval, such as the election of directors
and approval of significant corporate transactidigs concentration of ownership may have the ¢fédelaying, preventing or deterring a
change in control, could deprive you of the oppaitiuto receive a premium for your common stoclpas of a sale and could adversely
affect the market price of our common stock.

CERTAIN PROVISIONS OF OUR CHARTER, BY-LAWS AND DELWARE LAW MAY MAKE IT DIFFICULT FOR YOU TO
CHANGE OUR MANAGEMENT AND MAY ALSO MAKE A TAKEOVERDIFFICULT.

Our corporate documents and Delaware law containigions that limit the ability of stockholders¢bange our management and may also
enable our management to resist a takeover. Thessions include a staggered board of directémstdtions on persons authorized to call a
special meeting of stockholders and advance nptieeedures required for stockholders to make natioing of candidates for election as
directors or to bring matters before an annual mgetf stockholders. These provisions might diseger, delay or prevent a change of control
or in our management. These provisions could akmdrage proxy contests and make it more diffifartyou and other stockholders to el
directors and cause us to take other corporateractin addition, the existence of these provisitogether with Delaware law, might hinder
or delay an attempted takeover other than throegjotiations with our board of directors.

OUR STOCK PRICE MAY BE VOLATILE.

The market price of our stock is likely to be highiblatile and could fluctuate widely in price iesponse to various factors, many of which
are beyond our control, including:

- technological innovations or new products andises by us or our competitors;
- clinical trial results relating to our tests bose of our competitors;

- reimbursement decisions by Medicare and otherageah care organizations;

- FDA regulation of our products and services;

- the establishment of partnerships with cliniederence laboratories;
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- health care legislation;

- intellectual property disputes;

- additions or departures of key personnel; and
- sales of our common stock.

Because we are a development stage company withaterial revenue expected until 2003, you may ctamsine of these factors to be
material. Our stock price may fluctuate widely agsult of any of the above.

In addition, the Nasdag National Market and thekmagfor applied genomics companies in particulakehexperienced significant price and
volume fluctuations that have often been unrelatedisproportionate to the performance of thosegames.

FUTURE SALES BY OUR EXISTING STOCKHOLDERS COULD DEP RESS THE MARKET PRICE OF OUR COMMON
STOCK.

If our existing stockholders sell a large numbesladires of our common stock, the market price otommon stock could decline
significantly. Moreover, the perception in the galvharket that our existing stockholders might sakres of common stock could adversely
affect the market price of our common stock.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

We have no derivative financial instruments in cash and cash equivalents. We invest our cashasfderjuivalents in securities of the U.S.
governments and its agencies and in investmentegtaghly liquid investments consisting of commalgiaper, bank certificates of deposit
and corporate bonds.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To EXACT Sciences Corporation:

We have audited the accompanying consolidated balsineets of EXACT Sciences Corporation (a Delawargoration in the development
stage) and subsidiary as of December 31, 1999 @0@d, 2nd the related consolidated statements oabpes, stockholders' equity and cash
flows for the period from inception (February 109%) to December 31, 2000. These financial statésrae the responsibility of
management. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with audi&tagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of EXACT Sciences
Corporation and subsidiary as of December 31, H@B2000, and the results of their operations heil tash flows for the period from
inception (February 10, 1995) to December 31, 2006pnformity with accounting principles generadigcepted in the United States.

Boston, Massachusetts
January 30, 2001
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EXACT SCIENCES CORPORATION
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED BALANCE SHEETS

DECEMBER 31,

1999 2000

ACTUAL PRO FORMA

(UNAUDITED)

ASSETS

Current Assets:
Cash and cash equivalents..........coccoeeeeeee.. L $ 3,553,257 $ 26,469,866 $ 77,549,86
Prepaid expenses.......cccccovveeenicces 26,843 738,475 738,47

Total current assets.......cccooecvvveevvveeeee 3,580,100 27,208,341 78,288,34

Property and Equipment, at cost:
Laboratory equipment........ccccoceeevvcceee. L 594,385 1,011,052 1,011,05
Office and computer equipment.........cccoeeeeee. 255,161 429,014 429,01
Leasehold improvements — 125,688 236,437 236,43
Furniture and fixtures.......cccccovvcveeeweeee. L 114,618 175,996 175,99

1,089,852 1,852,499  1,852,49
Less--Accumulated depreciation and amortization.. ... (663,397)  (988,967) (988,96

426,455 863,532 863,53
Patent Costs and Other Assets, net of accumulated
amortization of approximately $149,000 and $223,0 00 at
December 31, 1999 and 2000, respectively (Note2) ... 747,348 986,629 986,62
$ 4,753,903 $ 29,058,502 $ 80,138,50

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities:
Accounts payable.........cccccevvciinicnaneeee. $ 196,895 $ 582,298 $ 582,29
Accrued eXpPeNnSES......ccccevvveieeeesiiieeeeeee 146,993 776,396 776,39

Total current liabilities.........ccccccoeeeee. L 343,888 1,358,694  1,358,69
Commitments (Note 7)
Stockholders' Equity:

Series A convertible preferred stock, $0.01 par v alue--
Authorized--1,000,000 shares
Issued and outstanding--902,414 shares actual; none pro
forma (liquidation preference of $1,046,800). ... 9,024 9,024 -
Series B convertible preferred stock, $0.01 par v alue--
Authorized--1,250,000 shares
Issued and outstanding--996,196 shares actual; none pro
forma (liquidation preference of $3,934,974). ... 9,962 9,962 -
Series C convertible preferred stock, $0.01 par v alue--
Authorized--1,015,000 shares
Issued and outstanding--1,007,186 shares actual ; none
pro forma (liquidation preference of $10,575, 453)..... 10,072 10,072 -
Series D convertible preferred stock, $0.01 par v alue--
Authorized--1,435,373 shares
Issued and outstanding--1,417,534 shares at Dec ember 31,
2000; none pro forma (liquidation preference of
$31,894,515)..cccciiiiiiiiieeeeeee - 14,175 -

Common stock, $0.01 par value--
Authorized--100,000,000 shares
Issued--1,582,848, 2,789,581 and 18,678,715 sha res at
December 31, 1999, 2000 and 2000 pro forma,
respectively...coveeeveieneeeeeeeieeeeee 15,828 27,896 186,78
Subscriptions receivable..........ccccccoceeeee.. L (39,706) (975,443) (975,44
Deferred compensation.........cccocevevvvccee. Ll (54,482) (8,578,341) (8,578,34

Additional paid-in capital......c..c.ccocoeeeee. L 15,674,878 60,281,143 111,245,48
Deficit accumulated during the development stage. ... (11,215,561) (23,098,680) (23,098,68
Total stockholders' equity.......cccccceeeeee. L 4,410,015 27,699,808 78,779,80

$ 4,753,903 $ 29,058,502 $80,138,50

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THES E CONSOLIDATED FINANCIAL

STATEMENTS.
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EXACT SCIENCES CORPORATION
(A DEVELOPMENT STAGE COMPANY)
CONSOLIDATED STATEMENTS OF OPERATIONS

PERIOD FROM
INCEPTION
(FEBRUARY 10,
YEAR ENDED DECEMBER 31, 1995) TO
-------- DECEMBER 31,
1998 1999 2000 2000

Operating Expenses:

Research and development... 763 $3,688,796 $ 5,332,055 $ 13,456,922
General and administrative............. 366 1,560,368 4,813,715 8,814,692
902 13,780 3,184,053 3,200,580

Loss from operations................. 031) (5,262,944) (13,329,823) (25,472,194)
Interest InCOMe......cceeeeevevvnnnnnne 651 299,019 1,446,704 2,373,514

NEL 10SS....oveeeeeereeereeenes $(3,578, 380) $(4,963,925) $(11,883,119) $(23,098,680)

Net Loss per Share:
Basic and diluted

(6 08)$ (532) $ (8.13)

Pro forma basic and diluted
(unaudited).........cccvveeereeenne. $ (0.97)

Weighted Average Common Shares
Outstanding:
Basic and diluted...................... 588, 143 932,593 1,461,726

Pro forma basic and diluted
(unaudited).......ccvvvveeeeeennnnn. 12,311,358

(1) The following summarizes the departmental atmn of stock-based compensation:

Research and development............. $ 1,427 $ 8819 $ 809,880 $ 820,709
General and administrative........... 475 4,961 2,374,173 2,379,871
Total...oooveeieeieeeeee. $ 1,902 $ 13,780 $ 3,184,053 $ 3,200,580

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THES E CONSOLIDATED FINANCIAL
STATEMENTS.
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EXACT SCIENCES CORPORATION
(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

SERIES A SERIE SB SERIES C SERIES D
CONVERTIBLE CONVER TIBLE CONVERTIBLE CONVERTIBLE
PREFERRED STOCK PREFERRE D STOCK PREFERRED STOCK PREFERRED STOCK COMMON STOCK
NUMBER OF $0.01 NUMBER OF $0.01 NUMBER OF $0.01 NUMBER OF $0.01 N UMBER OF $0.01
SHARES PAR VALUE SHARES PAR VALUE SHARES PAR VALUE SHARES PAR VALUE SHARES PAR VALUE
Inception, February
10, 1995.......... - $ - -- $ - - % - - - - $ -
Sales of Series A
convertible

preferred stock,
net of issuance

costs of

$6,665.......... 159,308 1,593 -- - - - - - - .
Sale of common

stock........... - - -- -- - - - - 96,250 963
Net loss.......... -- - -- -- - - - - - -

31, 1995.......... 159,308 1,593 - -- - - - - 96,250 963
Sale of Series A

convertible

preferred stock,

net of issuance

costs of

$12,321......... 743,106 7,431 - - - - - . -
Sale of Series B

convertible

preferred stock,

net of issuance

costs of

$36,892......... - - 964,551 9,646 - - - - - -

stock........... - - -- -- - - - - 550,000 5,500

Balance, December
31, 1996.......... 902,414 9,024 964,551 9,646 - - - - 646,250 6,463
Sale of Series B
convertible
preferred stock,
net of issuance
costs of

stock........... - - -- -- - - - - 203,607 2,036
Exercise of common

stock options... -- - - - - - - - 23,375 233
Compensation

expense related

to issuance of

stock options... - - - - - - - - - -
Repayment of

subscription

receivable...... - - -- - - - - - . -
Net loss.......... - - - - - - - - - -

31, 1997.......... 902,414 9,024 996,196 9,962 - - - - 873,232 8,732
Sale of Series C

convertible

preferred stock,

net of issuance

costs of

$37,414......... - - - - 1,007,186 10,072 - - -

stock........... - - -- -- - - - - 55,000 550
Exercise of common

stock options... - - - - - - - - 517,000 5,170
Repayment of

subscription

receivable...... - - -- - - - - - - -
Compensation

expense related

to issuance of

stock options... - - - - - - - - - -
Repurchase of

common stock.... - - -- - - - - - - -
Net loss.......... - - - - - - - - - -



Balance, December
31, 1998.......... 902,214 $9,024 996,196

TREASURY STOCK
NUMBER OF $0.01 SUBSCRIPT
SHARES PAR VALUE RECEIVAB

Sales of Series A
convertible
preferred stock,
net of issuance
costs of

Sale of Series A
convertible
preferred stock,
net of issuance

costs of

$12,321......... - -- (25,00
Sale of Series B

convertible

preferred stock,

net of issuance

costs of

Sale of Series B
convertible
preferred stock,
net of issuance
costs of

stock........... - - -
Exercise of common

stock options... - - -
Compensation

expense related

to issuance of

stock options... - - -
Repayment of

subscription

receivable...... - -- 25,00
Net loss.......... - - -

Sale of Series C
convertible
preferred stock,
net of issuance
costs of

stock........... - - -
Exercise of common

stock options... - -- (47,58
Repayment of

subscription

receivable...... - -- 3,80
Compensation

expense related

to issuance of

stock options... - - -
Repurchase of

common stock.... 8,250 (1,200) -
Net loss.......... - -- -

Balance, December

31, 1998.......... 8,250 $(1,200) $(43,77

$9,962 1,007,186 $10,072 -- $-- 1

DEFICIT
ACCUMULATED
ADDITIONAL DURING THE  TOTAL

IONS DEFERRED PAID-IN DEVELOPMENT STOCKHOLD
LE COMPENSATION CAPITAL STAGE EQUITY

- %8 - 8% -$ -8

- -- 176,574 - 178,

- - (613) -
. - -~ (138,163) (138

- - 175961 (138,163) 40

0) -~ 842617 -~ 825,
- -~ 3,763,444 -~ 3,773,

- - 18,500 —- 24,

- - -~ (652,020) (652

0) - 4,800,522 (790,183) 4,010
- - 120,500 —- 120,

- -~ 27,580 —- 29,

- - 787 -1,

- (9,310) 10,155 -

0 - - -~ 25

- - - (1,883,073) (1,883

- (9,310) 4,959,544 (2,673,256) 2,304
- - 10,527,979 - 10,538,

- - 7,450 ~- 8,

0) -~ 64,010 - 21,

2 - - ~- 3

- (6681) 8583 - 1,

- - - &

- - - (3,578,380) (3,578

8) $(15,991) $15,567,566 $(6,251,636) $ 9,298

445,232 $14,452

ERS'

167
350
,163)

,354

048

090
000
,020)

AT72

816
616
020

845

000
,073)

,696

051
000

600
802
902
200)

,380)

471



THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THES E CONSOLIDATED FINANCIAL

STATEMENTS.
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EXACT SCIENCES CORPORATION
(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

SERIES A SERIES B SERIES C SERIES D
CONVERTIBLE CONVERTIBLE CONVERTIBLE CONVERTIBLE
PREFERRED STOC K PREFERRED STOCK PREFERRED STOCK PREFERRED STOCK
NUMBER OF  $0. 01 NUMBEROF $0.01 NUMBEROF $0.01 NUMBER OF  $0.01
SHARES PARYV ALUE SHARES PARVALUE SHARES PAR VAL UE SHARES PAR VALUE
Balance, December 31, 1998...... 902,414 $9, 024 996,196 $9,962 1,007,186 $ 10,07 2 - $ -
Exercise of common stock
OPtioNS......evvrireeneen, -- -- -- -- -- - - -- --
Repayment of subscription
receivable -- -- -- -- -- - - -- --

Compensation expense related
to issuance of stock

OptioNS.......covvveireans - - - - - - - -
Repurchase of common stock - - - - - - - - -
Retirement of treasury

Balance, December 31, 1999...... 902,414 9 024 996,196 9,962 1,007,186 10,07 2 - -
Sale of Series D convertible

preferred stock, net of

issuance costs of

$171,985.....cccvirinn - - - - - - - 1,417,534 14,175
Sale of common stock.......... - - - - - - - - -
Repurchase of common stock.... - - - - - - - - -
Retirement of treasury

stock ....................... - - - - - - - - -

OptioNS......ccveeeins - - - - - - - - -
Repayment of subscnptlon

receivable................. -- - -- - - - - - .
Compensation expense related

to issuance of stock

OptioNS......ccvririens - - - - - - - - -
Non-cash expense related to

issuance of warrant......... -- -- -- -- - - R - -

Balance, December 31, 2000...... 902,414 $9, 024 996,196 $9,962 1,007,186 $ 10,07 2 1,417,534 $14,175
Sale of common stock at
initial public offering..... -- -- -- -- -- - - - --
Conversion of convertible
preferred stock into common

StOCK. .. (902,414) (9, 024) (996,196) (9,962) (1,007,186) (10,07 2) (1,417,534) (14,175)
Pro Forma Balance, December 31,
2000 (unaudited).... - % - - % - - $ - - - $ -
COMMON STOCK TREASURY STOCK
------------------------------------------- ADDITIONAL
NUMBER OF  $0 .01 NUMBEROF $0.01 SUBSCRIPTIONS D EFERRED PAID-IN
SHARES PAR VALUE SHARES PARVALUE RECEIVABLE COM PENSATION CAPITAL
Balance, December 31, 1998...... 1,445,232 $14 ,452 8,250 $(1,200) $ (43,778) $ (15,991) $ 15,567,566
Exercise of common stock
options . 155491 1 ,555 -- -- -- -- 57,462
Repayment of subscrlptlon
receivable.................. -- -- -- -- 4,072 -- --
Compensation expense related
to issuance of stock
OptioNS......evvrireenien, -- -- -- -- -- (38,491) 52,271
Repurchase of common stock.... -- -- 9,625  (1,400) -- -- --
Retirement of treasury
(17,875) (179) (17,875) 2,600 - - (2,421)
Balance, December 31, 1999...... 1,582,848 15 ,828 -- -- (39, 706) (54,482) 15,674,878
Sale of Series D convertible
preferred stock, net of
issuance costs of
$171,985....ccccciinee -- -- -- -- -- - 31,708,355
Sale of common stock.......... 48,125 481 -- -- -- -- 17,894
Repurchase of common stock.... - - 27,844 (5,215) 5,215 - -
Retirement of treasury
StOCK. .. (27,841) (278) (27,844) 5,215 - - (4,937)
Exercise of common stock
OPLiONS......ceviiveriienns 1,186,449 11 ,865 - - (1,022,668) - 1,176,707
Repayment of subscription
receivable.................. - - - - 81,716 - -

Compensation expense related

to issuance of stock

options - - - - - (8 ,523,859) 11,358,768
Non-cash expense related to




Balance, December 31, 2000...... 2,789,581 $27
Sale of common stock at
initial public offering..... 4,000,000 40
Conversion of convertible
preferred stock into common
StOCK. .. vt 11,889,134 118
Pro Forma Balance, December 31,
2000 (unaudited) 18,678,715 $186

DEFICIT
ACCUMULATED
DURING THE
DEVELOPMENT ST
STAGE

Balance, December 31, 1998...... $(6,251,636) $

Repayment of subscription
receivable.................. --
Compensation expense related
to issuance of stock
OPLiONS......cevviiieiianns -
Repurchase of common stock.... -
Retirement of treasury

Balance, December 31, 1999...... (11,215,561)

Sale of Series D convertible

preferred stock, net of

issuance costs of

$171,985.....ccciirinn -
Sale of common stock.......... -
Repurchase of common stock.... -
Retirement of treasury

Exercise of common stock
OPtioNS......eevrireenen. --
Repayment of subscription
receivable................. --
Compensation expense related
to issuance of stock
OptioNS......cevrereeneen. --
Non-cash expense related to
issuance of warrant......... --
Netloss......ccocevveennen. (11,883,119) (

Balance, December 31, 2000...... $(23,098,680) $
Sale of common stock at
initial public offering..... --
Conversion of convertible
preferred stock into common

896 ~ $ - $(975443) $(8
,000 - - -

892 - - -

788 ~ $ - $(975443) $(8

TOTAL
OCKHOLDERS'
EQUITY

9,298,471
59,017
4,072

13,780
(1,400)

(4,963,925)

4,410,015

31,722,530
18,375

165,904

81,716

2,834,909

349,478
11,883,119)

27,699,808

51,080,000

,578,341) $ 60,281,143

-- 51,040,000

~  (75,659)

,578,341) $111,245,484

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THES E CONSOLIDATED FINANCIAL

STATEMENTS.
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EXACT SCIENCES CORPORATION
(A DEVELOPMENT STAGE COMPANY)

CONSOLIDATED STATEMENTS OF CASH FLOWS

PERIOD
INCEP
(FEBRUA
YEAR ENDED DECEMBER 31, 1995)
DECEMBE
1998 1999 2000 200

Cash Flows from Operating Activities:
Netl0SS.....coviiiiiieiiceec e $(3,578,380) $(4,963,925) $(11,883,119) $(23,09
Adjustments to reconcile net loss to net cash
used in operating activities--

Depreciation and amortization................. 243,832 424,285 404,142 1,19
Non-cash stock-based compensation expense..... 1,902 13,780 2,834,909 2,85
Non-cash expense associated with issuance of

WaITANTS.....coooiiiiiiiiiiiiieeeeee -- -- 349,478 34

Changes in assets and liabilities--

Prepaid expenses (5,270) (21,573) (711,632) (73

Accounts payable... 137,106 16,330 385,403 58
Accrued eXpenses. ........ocveeeeeeieenn. 166,515 (76,494) 629,403 77
Net cash used in operating activities..... (3,034,295) (4,607,597) (7,991,416) (18,08
Cash Flows from Investing Activities:
Purchases of property and equipment............. (355,201) (292,183) (762,647) (1,83
Increase in patent costs and other assets....... (140,312) (429,385) (317,853) (1,19
Net cash used in investing activities..... (495,513) (721,568) (1,080,500) (3,02
Cash Flows from Financing Activities:
Payments on capital lease obligations........... (7,709) (6,405) -- (1
Net proceeds from sale of convertible preferred
SEOCK. ..t 10,538,051 - 31,722,530 47,15
Net proceeds from sale of common stock.......... 8,000 -- 18,375 8
Proceeds from exercise of common stock
OPLIONS....iveiiiiiiiieeeie e 21,600 59,017 165,904 24
Repayment of stock subscription receivable...... 3,802 4,072 81,716 11
Net cash provided by financing
activities.......ccceeeeiiieenen 10,563,744 56,684 31,988,525 47,58
Net Increase (Decrease) in Cash and Cash
Equivalents.........cccoevvveeniiieiiieenns 7,033,936 (5,272,481) 22,916,609 26,46
Cash and Cash Equivalents, beginning of period.... 1,791,802 8,825,738 3,553,257
Cash and Cash Equivalents, end of period.......... $ 8,825,738 $ 3,553,257 $ 26,469,866 $ 26,46

Supplemental Disclosure of Non-cash Investing and
Financing Activities:
Sale of restricted stock through issuance of
notes receivable...........ccoccveveerinnnee. $ 47580 $ - $ 1,022,668 $ 1,07

Purchase of treasury shares through forgiveness
of note receivable............cccocevernenne. $ 1200 $ 1,400 $ 0%

Equipment purchased through capital lease
obligations.........cccccveeeeieiieeens $ - $ - $ - $ 1

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THES E CONSOLIDATED FINANCIAL
STATEMENTS.
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EXACT SCIENCES CORPORATION
(A DEVELOPMENT STAGE COMPANY)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2000
(1) ORGANIZATION

EXACT Sciences Corporation (the Company) was inc@ted on February 10, 1995. The Company is idévelopment stage and applies
proprietary genomics technologies to the earlya&te of several types of common cancers. The Compas selected colorectal cancer as
the first application of its technology platform.

The Company is devoting substantially all of itlodf toward product research and developmentngisapital and marketing products un
development. The Company has not generated reverdate and is subject to a number of risks sintdlahose of other development-stage
companies, including dependence on key individaatsthe need for the continued development of camially usable products. On
February 5, 2001, the Company completed an imptiblic offering of 4,000,000 shares of its commtatk at $14.00 per share. The
Company received proceeds of $52,080,000 afteraieduthe underwriters commission and issuancesctiion consummation of the init
public offering, all shares of preferred stock tantsling automatically converted into 11,889,13#et@f common stock.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include tu@ants of the Company's wholly owned subsidialAET Sciences Securities
Corporation, a Massachusetts securities corporadithsignificant intercompany transactions anddaes have been eliminated in
consolidation.

USE OF ESTIMATES

The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosure of contingesets and liabilities at the date of the
financial statements and the reported amountsvefnges and expenses during the reporting perioaiahcesults could differ from those
estimates.

UNAUDITED PRO FORMA PRESENTATION

The unaudited pro forma balance sheet and statesfistickholders' equity reflect the sale of 4,000, shares of common stock at the initial
public offering price of $14.00 per share net ofl@rwriting discount and commissions and offeringenses as well as the automatic
conversion of each outstanding share of converfibdéerred stock which occurred upon consummatfaheCompany's initial public
offering on February 5, 2001.

CASH AND CASH EQUIVALENTS

The Company considers all highly liquid investmesith maturities of 90 days or less at the timaaoduisition to be cash equivalents. Cash
equivalents primarily consist of money market fuati®ecember 31, 1999 and 2000.
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(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) DEPRECIATION AND AMORTIZATION

Depreciation and amortization are computed usiegsthaight-line method based on the estimated Libeds of the related assets, as follows:

ESTIMATED
ASSET CLASSIFICATION USEFUL LIFE
Laboratory equipment.......ccccovvvvevcivcvineee 3 years
Office and computer equipment. ... 3years
Leasehold improvements........... . <ieeeer.. Life of lease
Furniture and fixtureS......cccccoeeeveeeevennenes 3 years

NET LOSS PER SHARE

Basic and diluted net loss per share is presentedriformity with Statement of Financial Accountiitandards (SFAS) No. 128,
EARNINGS PER SHARE, for all periods presented.doaadance with SFAS No. 128, basic and dilutedosst per common share was
determined by dividing net loss applicable to commatockholders by the weighted average common sloartstanding during the period,
less shares subject to repurchase. Basic anddlihgtieloss per share are the same because almditsy common stock equivalents have |
excluded as they are antidilutive. All shares issi@apon conversion of outstanding preferred stk options to purchase a total of
1,150,080, 1,097,830 and 1,771,621 common shatk8@h568, 555,900 and 996,806 unvested restrittarks have therefore been
excluded from the computations of diluted weighdgdrage shares outstanding for the years endedribece1, 1998, 1999 and 2000,
respectively.

In accordance with the Securities Exchange Comomg$S$EC) Staff Accounting Bulletin (SAB) No. 98, RNINGS PER SHARE IN AN
INITIAL PUBLIC OFFERING, the Company has determirtbdt there were no nominal issuances of the Cogpanmmon stock prior to
the Company's initial public offering.

The Company's historical capital structure is ndidative of its capital structure after its inif@ublic offering due to the automatic convers

of all shares of preferred stock into 11,889,13aref of common stock concurrent with the closinthefCompany's initial public offering on
February 5, 2001. Accordingly, pro forma net loss ghare is presented for the year ended Decerdb@080, assuming the conversion of all
outstanding shares of preferred stock into comntockaupon the closing of the Company's initial pablffering using the if-converted
method from the respective dates of issuance.
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(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) The following table reconciles the weightaderage
common shares outstanding to the shares used @othputation of pro forma basic and diluted nes lpsr share:

YEAR ENDED
DECEMBER 31, 2000
NELIOSS..eiiiiiieiiieiie e $(11,883,119)
Weighted average shares outstanding................. ... 1,461,726
Weighted conversion of preferred stock to common st ock...... 10,849,632
Pro forma weighted average shares outstanding.. ... 12,311,358
Pro forma basic and diluted net loss per share..... ... $ (0.97)

PATENT COSTS AND OTHER ASSETS

Patent costs, which primarily consist of relateghldees, are capitalized as incurred and are @aadrbeginning when patents are approved
over an estimated useful life of five years. Cdjziéal patent costs related to patents which aréssated or are no longer pursued by the
Company are expensed upon disapproval or uponisiaiebdy the Company to no longer pursue the pa@thter assets principally consist of
license fees and deposits. License fees are amomizer the five-year period of the license.

The Company applies SFAS No. 121, ACCOUNTING FORETIMIPAIRMENT OF LONG-LIVED ASSETS AND FOR LONG-LIVE
ASSETS TO BE DISPOSED OF. SFAS No. 121 requireCii@pany to continually evaluate whether eventsiroumstances have occurred
that indicate that the estimated remaining uséfildf long-lived assets and certain identifiableangibles and goodwill may warrant revision
or that the carrying value of these assets maynpaired. To compute whether assets have been iathaire estimated gross cash flows for
the estimated remaining useful life of the assetscampared to the carrying value. To the exteatttie gross cash flows are less than the
carrying value, the assets are written down tceftamated fair value of the asset. The Company doebelieve that its lontived assets har
been impaired.

RESEARCH AND DEVELOPMENT EXPENSES
The Company charges research and development egtnsperations as incurred.
COMPREHENSIVE INCOME

SFAS No. 130, REPORTING COMPREHENSIVE INCOME, regaidisclosure of all components of comprehensigeme on an annual
and interim basis. Comprehensive income is defawethe change in equity of a business enterprisegla period from transactions and o
events and circumstances from nonowner sourcespfabransive net loss is the same as reported reetdoall periods presented.
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(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) STOCK SPLIT

The Company effected a 2.75-for-1 common stock spliDecember 1, 2000. All common share and peesfimounts in the accompanying
consolidated financial statements have been ratvelc adjusted to reflect this stock split.

FAIR VALUE OF FINANCIAL INSTRUMENTS

SFAS No. 107, DISCLOSURES ABOUT FAIR VALUE OF FINANAL INSTRUMENTS, requires disclosures about faafue of financial
instruments. Financial instruments consist of aaglivalents, accounts payable and capital leasgadioins. The estimated fair value of these
financial instruments approximates their carryiafue.

CONCENTRATION OF CREDIT RISK

SFAS No. 105, DISCLOSURE OF INFORMATION ABOUT FINANAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK AND
FINANCIAL INSTRUMENTS WITH CONCENTRATIONS OF CREDIRISK, requires disclosure of any significant offldmce-sheet and
credit risk concentration. The Company has no 8t off-balance-sheet risk, such as foreign exgfe contracts or other hedging
arrangements. Financial instruments that subjecCiimpany to credit risk consist of cash and cgsilivalents. The Company maintains its
cash and cash equivalents with financial institgiaith high credit ratings.

SEGMENT INFORMATION

The Company has adopted SFAS No. 131, DISCLOSURBSUWI SEGMENTS OF AN ENTERPRISE AND RELATED INFORMA®GN,
which requires companies to report selected inftionabout operating segments, as well as enterwide disclosures about products,
services, geographic areas and major customersat@pesegments are determined based on the waggaearent organizes its business for
making operating decisions and assessing perforendie Company's chief decision-maker, as defimeuSFAS No. 131, is a
combination of the chairman, vice president aneéfcfimancial officer and president. The Company thetermined that it conducts its
operations in one business segment. The Comparguctmits business in the United States. As atiabel financial information disclosed
herein represents all of the material financiabinfation related to the Company's principal opagatiegment.

RECENT ACCOUNTING PRONOUNCEMENTS

In June 1999, the Financial Accounting Standardsr8¢FASB) issued SFAS No. 137, ACCOUNTING FOR D¥RTIVE

INSTRUMENTS AND HEDGING ACTIVITIES--DEFERRAL OF THEEFFECTIVE DATE OF FASB STATEMENT NO. 133, which
defers the effective date of SFAS No. 133 to altdi quarters of all fiscal years beginning aftere]15, 2000. SFAS No. 133,
ACCOUNTING FOR DERIVATIVE INSTRUMENTS AND HEDGING ETIVITIES, issued in June 1998, establishes acdngrand
reporting standards for derivative instrumentsluding certain derivative instruments embeddedtireocontracts, and hedging activities. It
requires an entity to recognize all derivativegidiser assets or liabilities in the statement éficial position
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(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONNUED) and measure those instruments at fair valie adoption o
this statement did not have any impact on the Carylpdinancial position or results of operations.

In December 1999, the SEC issued SAB No. 101, REWEIRRECOGNITION. This bulletin establishes guide$irfier revenue recognition
and is in effect beginning October 1, 2000. Thepsido of this guidance did not have an impact an@ompany's financial condition or
results of operations.

In March 2000, the FASB issued Interpretation Ng. ACCOUNTING FOR CERTAIN TRANSACTIONS INVOLVING SOCK
COMPENSATION--AND INTERPRETATION OF APB OPINION NQ@5. The interpretation clarifies the applicatidrA®B Opinion No.

25 to accounting for stock issued to employees.ifitegpretation is effective July 1, 2000, but cevevents occurring during the period
between December 15, 1998 and July 1, 2000. Iftevaavered by the interpretation occur during teeqa between December 19, 1998 and
July 11, 2000, the effects of applying the intetption to the events would be recognized on a gratsge basis from July 1, 2000. As a result,
the interpretation will not require that any adjuehts be made to the consolidated financial stat&sifer periods before July 1, 2000, and no
expense would be recognized for any additional @rsation cost measured that is attributable tmgsibefore July 1, 2000. Management
believes the adoption of this interpretation doashave an impact on the Company's financial pasitiesults of operations or cash flows.

(3) INCOME TAXES

The Company accounts for income taxes under SFAS08y ACCOUNTING FOR INCOME TAXES. Under SFAS N9, deferred tax
assets or liabilities are computed based on ttierdiices between the financial statement and in¢armbases of assets and liabilities using
the enacted tax rates. Deferred income tax expemsedits are based on changes in the assetdityidrom period to period. At December
31, 2000, the Company had net operating loss asehreh tax credit carryforwards of approximatelg,820,000 and $609,000, respectively,
for financial reporting purposes, which may be usedffset future taxable income. The carryforwagdpire through 2020 and are subject to
review and possible adjustment by the Internal ReeeService. The Internal Revenue Code containggions that may limit the net
operating loss and research tax credit carryforsvardhe event of certain changes in the owneristiguests of significant stockholders.

The components of the net deferred tax asset itlapproximate income tax effect of each type ofyéarward, credit and temporary
difference are as follows:

DECEMBER 31,

1999 2000
Operating loss carryforwards....................... .. $4,262,000 $9,206,000
Tax credit carryforwards..........cccccvveeeennn. .. 389,000 609,000
Temporary differences...........ccccceeevnneenn. .. (127,000) (318,000)

4,524,000 9,497,000
Less--Valuation allowance..............cccceueeee. .. (4,524,000) (9,497,000)
Net deferred tax asset...........ccceevueenee. .8 0% 0
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(3) INCOME TAXES (CONTINUED) The Company has recedd full valuation allowance against its defefi@dassets because, based on
the weight of available evidence, the Company kekdt is more likely than not that the deferreddasets will not be realized in the near
future.

(4) SUBSCRIPTIONS RECEIVABLE

In February 1998, the Company issued full reconrdes receivable to several employees totalingsB@rfor the exercise of stock options.
The notes bear interest at 8.5% with principal iaterest payments due monthly over a five-yearqakri

In March 2000, the Company issued full recoursesotceivable to several employees totaling $282@8the exercise of stock options.
The notes bear interest at 9.0% with interest paysnéue monthly over a five-year period and ar&ataialized by the underlying stock.
Notes representing an aggregate principal amoup®680 are payable monthly. Notes representiraggnegate principal amount
$192,400 are payable in March 2005.

In June 2000, the Company issued full recoursesneteeivable to an executive totaling $299,99%uelase restricted stock. The note bears
interest at 9.5% with interest and principal dueJane 23, 2010.

In November 2000, the Company issued full recones receivable to executives and employeesngt&460,589 to purchase restricted
stock. The notes bear interest at 9.5% with intexed principal due on November 27, 2010.

(5) RELATED PARTY TRANSACTION

In February 1998, the Company entered into a letjeeement with one of its shareholders. The Compaid approximately $114,000 and
$229,000 in connection with a clinical study durthe years ended December 31, 1999 and 2000, teghgcwhich represents the total
amount to be paid under the agreement. Such ambangsbeen charged to research and developmenisegas incurred.

In December 2000, the Company issued a warrahieteame shareholder to purchase 48,125 sharemai@o stock at an exercise price of
$10.9091 per share (see Note 6).

(6) STOCKHOLDERS' EQUITY
CONVERTIBLE PREFERRED STOCK

The Company has authorized 4,700,373 shares of $@Ovalue convertible preferred stock, of whigh0D,000 are designated as Series A
convertible preferred stock (Series A preferred)50,000 are designated as Series B convertibferped stock (Series B preferred),
1,015,000 are designated as Series C convertibferped stock (Series C preferred) and 1,435,3& 8lasignated as Series D convertible
preferred stock (Series D preferred).

In February 1995 and May through November 1998bmpany issued 159,308 and 743,106 shares, resggctf Series A preferred for
$1.16 per share. In December 1996 and February, #8®Tompany issued 964,551 and 31,645 shargeataeely, of Series B preferred for
$3.95 per share.
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(6) STOCKHOLDERS' EQUITY (CONTINUED) In March 19981 Company issued 1,007,186 shares of Seriesf€rprd for $10.50 per
share. In April 2000, the Company issued 1,417 88tes of Series D preferred for $22.50 per share.

DIVIDENDS

The holders of Series A, B, C and D preferred atiled to receive dividends, as defined, if ancewlleclared by the Company's Board of
Directors. To date, no dividends have been declared

VOTING RIGHTS

Each holder of outstanding shares of Series A, Bp€D preferred is entitled to a number of vomgsaéto the number of whole shares of
common stock into which such preferred sharestame tonvertible. All outstanding holders of conimet preferred stock shall vote together
with the holders of common stock as a single class.

LIQUIDATION

In the event of any voluntary or involuntary disgan of the Company and before any distributiomthrer payment is made to any holders of
any class or series of capital stock of the Comptreyholders of each share of Series A, B, C apdeferred shall be entitled to receive
$1.16, $3.95, $10.50 and $22.50, respectively, ahysdividends declared but unpaid.

CONVERSION

Each share of Series A, B, C and D preferred ivexible, at the option of the holder, into suchmier of shares of common stock as is
determined by dividing $1.16, $3.95, $10.50 and.32per share, respectively, by the conversiorepas defined. Series A, B, C and D
preferred automatically converted into 11,889,13&rss of common stock upon the closing of the Catyipanitial public offering on
February 5, 2001.
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(6) STOCKHOLDERS' EQUITY (CONTINUED)

STOCK OPTION PLAN

The Company has a stock option plan (the Plan) und&h the Board of Directors may grant incentarel nonqualified stock options to
purchase an aggregate of 3,987,500 shares of corstockto employees and consultants of the Compdogqualified stock options may be
granted to any employee or consultant of the CompEine exercise price of each option is determimgthe Board of Directors. Incentive
stock options may not be less than the fair marlikte of the stock on the date of grant, as defimethe Board of Directors.

Options granted under the Plan vest over a thrdizdeyear period and expire 10 years from the gdate. At December 31, 2000, 386,175
shares were available for future grant under tlaa PI

Information with respect to activity under the Plamas follows:

WEIGHTED
N UMBER OF SHARES EXERCISE PRICE
Outstanding, December 31, 1997.................. 558,250 $0.09
Granted.........coceeiiieiiiieiieeniieee 1,122,580 0.32
Exercised........ccooovieieiiiiiieei, (517,000) 0.13
Canceled.......cccccveveveveiiiiniiiiin, (13,750) 0.15
Outstanding, December 31, 1998.................. 1,150,080 0.30
Granted.......cccoevvieeeeeiiieeeeeeee 132,000 0.38
EXercised.........ccoevvviiiiiiiiiiieneenn. (155,491) 0.38
Canceled.......cccccveveveveiiiiniiiiin, (28,759) 0.15
Outstanding, December 31,1999................... 1,097,830 0.30
Granted.......ccceeviveveeiiieee e 1,901,492 341
Exercised.... . (1,186,449) 1.00
Canceled.......cccocveveveveiininiiiiiin, (41,252) 0.38
Outstanding, December 31, 2000.................. 1,771,621 $3.16
Exercisable, December 31, 1998.................. 130,144 $0.08
Exercisable, December 31, 1999.................. 623,587 $0.19
Exercisable, December 31, 2000.................. 360,722 $0.14
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(6) STOCKHOLDERS' EQUITY (CONTINUED) The followintable summarizes information relating to currewtlystanding and
exercisable stock options as of December 31, 2000:

OUTSTANDING EXERCISABLE
WEIGHTED
AVERAGE  WEIGHTED WEIGHTED
REMAINING AVERAGE AVERAGE
EXERCISE NUMBER OF CONTRACTUAL EXERCISE NU MBER OF EXERCISE
PRICE SHARES LIFE (YEARS) PRICE S HARES PRICE
$0.04 189,750 5.75 $0.04 1 89,750 $0.04
0.15 90,750 6.07 0.15 90,674 0.15
0.38 411,359 8.66 0.38 80,298 0.38
2.05 587,512 9.49 2.05 - 2.05
7.27 316,250 9.80 7.27 - 7.27
10.91 176,000 9.93 10.91 - 1091

1,771,621 8.82

ACCOUNTING FOR STOCK-BASED COMPENSATION

The Company accounts for its stock-based compamsptan under APB Opinion No. 25, ACCOUNTING FORGIK ISSUED TO
EMPLOYEES. SFAS No. 123, ACCOUNTING FOR STOCK-BASEIDMPENSATION, establishes the fair-value-basechoeof
accounting for stock-based compensation plans Cdmpany has adopted the disclosure-only altern&iveptions granted to employees
and directors under SFAS No. 123, which requirssldsure of the pro forma effects on earnings &-AS No. 123 had been adopted, as
well as certain other information. Options grartiedcientific advisory board members and other mpieyees are recorded at fair value
based on the fair value measurement criteria afgraphs 8-12 of SFAS No. 123 and Emerging Issusk Farce (EITF) 96-18,
ACCOUNTING FOR EQUITY

INSTRUMENTS THAT ARE ISSUED TO OTHER THAN EMPLOYEHESOR ACQUIRING, OR IN CONJUNCTION WITH SELLING,
GOODS OR SERVICES. Compensation expense, compstad the Black-Scholes option pricing model, of FB® and $528,593 was
recorded in the accompanying consolidated statesyariperations for the years ended December 39 &8d 2000, respectively. The
following assumptions were used for 1999 and 2(00@xpected lives of the options of seven years;

(il) no dividend yield; (iii) expected volatilityfd’0% to 100%; and

(iv) risk-free interest rates of 5.53% to 6.51%.

In connection with certain 1999 and 2000 stockaptirants to employees and directors, the Compesoyrded deferred compensation of
$52,271 and $11,358,768 during the years endedrtee31, 1999 and 2000, respectively. The defesomtpensation represents the
aggregate difference between the option exercise pnd the estimated fair value of the commonkstwocthe date of grant and is being
charged to operations over the related vestinggersing the accelerated method prescribed und8BHAterpretation 28, ACCOUNTING
FOR STOCK APPRECIATION RIGHTS AND OTHER VARIABLE SICK OPTION OR AWARD PLANS--AN INTERPRETATION OF
APB OPINION NOS. 15 AND 25. All stock options gradtand stock sold prior to 1999 were at fair maviehie, and, therefore, did not
result in a compensation charge.
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(6) STOCKHOLDERS' EQUITY (CONTINUED) As of Decemb@t, 2000, the Company expects to recognize anatidiz expense of
deferred compensation recorded related to emplagdalirector options of approximately $3,979,0a03%4,000, $1,382,000, $674,000 and
$230,000 during the years ending December 31, 20002, 2003, 2004 and 2005, respectively.

The Company has computed the pro forma discloserpsred under SFAS No. 123 for all stock optioranged to employees and directors
of the Company as of December 31, 1998, 1999 afif,2&ing the Black-Scholes option pricing modelsgribed by SFAS No. 123.

The assumptions used for the years ended Decerib&088, 1999 and 2000 are as follows:

DECEMBER 31,

Risk-free interest rates.......... 4.65%-5.62% 5.44%-5.97% 4.98%-6.16%

Expected lives....... . 7 years 7 years 7 years
Expected volatility............... 0% 0% 100%
Dividend yield................... 0% 0% 0%
Weighted average remaining

contractual life of options

outstanding...........ccc....... 9.30 8.33 8.82
Weighted average fair value

of grants.......ccceeeeeenne. $0.11 $0.13 $2.91

The effect of applying SFAS No. 123 would be afofos:

YEA RS ENDED DECEMBER 31,
1998 1999 2000
Net loss as reported.................. $(3,578,380 ) $(4,963,925) $(11,883,119)
PO fOrMa......cveeeeeeeeeeeeeenn, (3,581,433 ) (4,993,586) (11,955,270)
Basic and Diluted Net Loss Per Share--
As reported..........ccecuveennen. $ (6.08 )$ (5.32) $ (8.13)
Pro forma.......c.ccccoveevvveennne. $ (6.08 )$ (5.35) $ (8.18)

RESTRICTED COMMON STOCK

On May 10, 1996, the Company sold 550,000 sharesstricted common stock to a key employee. In 1885 Company sold 68,750 shares
of restricted common stock to a key employee arJ8B¥ restricted common shares to another empldydebruary 1998, the Company
sold 492,250 shares of restricted common stockgl@yees of the Company pursuant to the exercisgpidns, 368,500 shares of which
were purchased through issuance of notes receiy@bkNote 4). During 2000, the Company sold 13®Dshares of restricted common
stock to employees of the Company pursuant toxbecese of options, 968,202 shares of which werelmsed through issuance of notes
receivable (see Note 4). The shares were solceah#n fair market value and vest over a five-teegeyear period. At December 31, 2000,
511,874 shares were vested.
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(6) STOCKHOLDERS' EQUITY (CONTINUED) WARRANT

In December 2000, the Company issued a warratietdtayo Foundation to purchase 48,125 shares ofmonstock at an exercise price of
$10.9091 per share. The warrant is exercisable uiately. The Company has valued the warrant usirdack-Scholes model in
accordance with EIFT 96-18 and recorded researdidamelopment stock-based compensation of $349m2800.

(7) COMMITMENTS

The Company leases certain equipment and condaaipérations in a leased facility under noncardelaperating leases expiring through
June 2003. Future minimum rental payments undeopleeating leases as of December 31, 2000 arexipmately as follows:

Year Ending December 31,

......... $236,000
......... 236,000
......... 118,000

Rent expense included in the accompanying congelidstatements of operations was approximately0$®84 $146,000 and $216,000 for the
years ended December 31, 1998, 1999 and 2000 ctasghe.

(8) ROYALTY AGREEMENTS
ROCHE LICENSE

The Company licenses, on a non-exclusive basisntdogy for performing a step in its testing methéwm Roche Molecular Systems, Inc.
(Roche). This license relates to a gene amplificagirocess used in almost all genetic testing tamgatent that the Company utilizes expires
in mid-2004. In exchange for the license, the Compgreed to pay Roche a royalty based on net uegereceived from tests using the
Company's technologies. Roche may terminate ttemisie upon notice if the Company fails to pay ttigs)| fails to submit reports or breacl

a material term of the license. Royalty paymentshve expensed as they become due.

GENZYME LICENSE

The Company licenses, on a non-exclusive basisntdogy for performing a step in its testing methém Genzyme Corporation
(Genzyme), the exclusive licensee of patents ovlayetihe Johns Hopkins University and of which Dr.gétstein is an inventor. This license
relates to the use of the APCand P53 genes anddwtiyies related thereto in connection with itsdurcts and services and lasts for the life
of the patent term of the last licensed Genzymemntatn exchange for the license, the Company be=ed to pay Genzyme a royalty base
net revenues received from performing the Compdggts and the sale of its reagents and diagnestikits, as well as certain milestone
payments and maintenance fees. In addition, thep@ognmust use reasonable efforts to make
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(8) ROYALTY AGREEMENTS (CONTINUED) products and sares based on these patents available to theq@inzyme may termina
this license upon notice if the Company fails ty palestone payments and royalties, achieve adtatel of sales and submit reports. In
addition, if the Company fails to request FDA cheare for a diagnostic test as required by the aggag Genzyme may terminate the licer
To date, the Company has paid an initial license iehich was charged to research and developmeense in the accompanying
consolidated statement of operations for the yede@ December 31, 1999. Milestone payments withensed as milestones are achieved.
Royalties will be expensed as they become due.

(9) EMPLOYEE BENEFIT PLAN

The Company maintains a qualified 401(k) retirensavings plan (the 401(k) Plan) covering all empks;, Under the 401(k) Plan, the
participants may elect to defer a portion of tlie@impensation, subject to certain limitations. Conypaatching contributions may be made at
the discretion of the Board of Directors. Thereénbeen no discretionary contributions made by thm@any to the 401(k) Plan through
December 31, 2000.

(10) 2000 STOCK OPTION AND INCENTIVE PLAN

The Company adopted the 2000 Stock Option and tiveeRlan (the 2000 Option Plan) on October 17 02@0total of 1,000,000 shares of
common stock have been authorized and reservassisaince under the 2000 Option Plan. The 2000 @®ptian provides that the number of
shares authorized for issuance will automaticaltyéase on each January 1, by the greater of ke afutstanding number of shares of
common stock on the preceding December 31, omilmaber of shares underlying option awards issuethglithe one-year period prior to
such January 1, or such lesser number as may bevapiby the Board of Directors. Under the termthef2000 Option Plan, the Compan
authorized to grant incentive stock options asrdefiunder the Internal Revenue Code, non-qualdi#tbns, stock awards or opportunities to
make direct purchases of common stock to employd#fsers, directors, consultants and advisors.

The 2000 Option Plan is administered by the comgiisors committee of the Board of Directors, whiclests the individuals to whom equity-
based awards will be granted and determines theropkercise price and other terms of each awalgjest to the provisions of the 2000
Option Plan. The 2000 Option Plan provides thatugio acquisition, all options to purchase commonkswill accelerate by a period of one
year. In addition, upon the termination of an ergplwithout cause or for good reason prior to itst &nniversary of the completion of t
acquisition, all options then outstanding underzi@0 Option Plan held by that employee will imna¢elly become exercisable. Through
December 31, 2000, no options have been granteet tinel 2000 Option Plan.

(11) 2000 EMPLOYEE STOCK PURCHASE PLAN

The 2000 Employee Stock Purchase Plan (the 200thBse Plan) was adopted on October 17, 2000. To& R0Orchase Plan provides for the
issuance of up to an aggregate of 300,000 shamnwion stock to participating employees. The 2B0fthase Plan provides that the
number of shares authorized for issuance will aatarally increase on each February 1, by the grexit®.75% of the outstanding number of
shares of common stock on the immediately precedexember 31, or that
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(11) 2000 EMPLOYEE STOCK PURCHASE PLAN (CONTINUEBYmber of shares issued during the one-year periodto such
February 1, or such lesser number as may be apptyywthe Board of Directors.

The 2000 Purchase Plan is administered by the cesagien committee of the Board of Directors. Gelierall employees who have
completed three months of employment and whosemest employment is more than 20 hours per week@nohore than five months in
any calendar year are eligible to participate 82000 Purchase Plan. The right to purchase constook under the 2000 Purchase Plan will
be made available through a series of offeringdiddaating employees will be required to authorameamount, between 1% and 10% of the
employee's compensation, to be deducted from thogee's pay during the offering period. On the tis/ of the offering period, the
employee will be deemed to have exercised the mptibthe option exercise price, to the extentcalienulated payroll deductions. Under the
terms of the 2000 Purchase Plan, the option exeprise is an amount equal to 85% of the fair mavkéue of one share of common stock on
either the first or last day of the offering peri@thichever is lower. No employee may be grantedgtion that would permit the employee's
rights to purchase common stock to accrue in exae$25,000 in any calendar year. The first offgrperiod under the 2000 Purchase Plan
commenced on the date the shares issued in coonewdth the Company's initial public offering ofitommon stock on January 30, 2001
continues through July 31, 2001. Thereafter, tifieriofg periods will begin on each February 1 andjést 1. Options granted under the 2000
Purchase Plan terminate upon an employee's vojuwittrdrawal from the plan at any time or upon tavation of employment.

(12) ACCRUED EXPENSES
Accrued expenses at December 31, 1999 and 200&tamhsf the following:

DECEMBER 31,

1999 2000
Consulting.....ccoovveiiiiiiii e $ 20,000 $246,899
Professional fees.....ccoccccvvveveeeeeveveneeeees L 48,265 194,440
Shareholder services.........ccoovvvvvvvvvveeeee L -- 100,000
Payroll and payroll-related...........cccocoeeeeee. L 47,000 93,667
Research.....ccocvvvveeieiiieicceee -- 48,926
OCCUPANCY...utiiiiiiiiiiiee e 19,500 45,770
Other..cvoiviiee e L 5,428 32,293
Travel and entertainment........cccccccevveeeeeee. L 6,800 14,401

$146,993 $776,396
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE

There have been no changes in or disagreementaedtuntants on accounting or financial disclosoatters during our two most recent
fiscal years.

PART 1lI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information under the Sections "Election ofdaiors," "Occupations of Directors, The NomineeDiector and Officers" and "Section
16(a) Beneficial Ownership Reporting Complianc@hfrthe registrant's definitive proxy statementtf@ annual meeting of stockholders to
be held on May 16, 2001, which is to be filed vitib Securities and Exchange Commission not lager 1120 days after the close of the
registrant's fiscal year ended December 31, 2@00elieby incorporated by reference.

Our policy governing transactions in our securibigglirectors, officers and employees permits dficers, directors and certain other pers
to enter into trading plans complying with Rule 3@bunder the Securities Exchange Act of 1934, adet: We have been advised that
Vice President of Molecular Biology, Anthony P. By, has entered into a trading plan in accordaniteRule 10b5-1 and our policy
governing transactions in our securities. We godited that, as permitted by Rule 10b5-1 and oucpgoverning transactions in our
securities, some or all of our officers, directangl employees may establish trading plans in theduWe intend to disclose the names of
officers and directors who establish a trading pfacompliance with Rule 10b%-and the requirements of our policy governinggeantions il
our securities in our future quarterly and anneabrts on Form 10-Q and XOfiled with the Securities and Exchange Commisstéowever
we undertake no obligation to update or revisdrif@mation provided herein, including for revisiontermination of an established trading
plan, other than in such quarterly and annual tepor

ITEM 11. EXECUTIVE COMPENSATION AND OTHER INFORMATI ON

The information under the Section "Compensation@titer Information Concerning Directors and Off&eirom the registrant's definitive
proxy statement for the annual meeting of stockéyaldo be held on May 16, 2001, which is to balfith the Securities and Exchange
Commission not later than 120 days after the obfske registrant's fiscal year ended DecembeRBQ0, is hereby incorporated by referel

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information under the Section "Securities Owhgr of Certain Beneficial Owners and Managemenatthfthe registrant's definitive pro
statement for the annual meeting of stockholdetsetbeld on May 16, 2001, which is to be filed wvilie Securities and Exchange
Commission not later than 120 days after the abdske registrant's fiscal year ended DecembeRBQ0, is hereby incorporated by referel

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information under the Sections "Compensatiah@ther Information Concerning Directors and Offgeand "Compensation Committee
Interlocks, Insider Participation and Other Relafeainsactions" from the registrant's definitivexyatatement for the annual meeting of
stockholders to be held on May 16, 2001, whiclo ib« filed with the Securities and Exchange Comimissot later than 120 days after the
close of the registrant's fiscal year ended Decer®bg2000, is hereby incorporated by reference.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULE AND REPORTS ON FORM 8-K.
(a) The following documents are filed as part @ fhorm 10-K:
(1) Financial Statements (see "Financial StatemmmdsSupplementary Data" at ltem 8 and incorporaézdin by reference).

(2) Financial Statement Schedules (Schedules tBitiancial Statements have been omitted becauseftrenation required to be set forth

therein is not applicable or is shown in the accanying Financial Statements or notes thereto).

(3) Exhibits

The following exhibits are filed as part of andongorated by reference into this Form 10-K:

EXHIBIT

NUMBER DES CRIPTION

3.1 Sixth Amended and Restated Certificate of Incorporation of
the Registrant (previously filed as Exhibit 3.3 to our
Registration Statement on F orm S-1 File No. 333-48812),
which is incorporated herei n by reference)

3.2 Amended and Restated By-Law s of the Registrant (previously
filed as Exhibit 3.4 to our Registration Statement on Form
S-1 (File No. 333-48812), w hich is incorporated herein by
reference)

4.1 Specimen certificate repres enting the Registrant's Common
Stock (previously filed as Exhibit 4.1 to our Registration
Statement on Form S-1 (File No. 333-48812), which is
incorporated herein by refe rence)

4.2 Warrant issued to The Mayo Foundation for Medical Research
dated December 28, 2000 (pr eviously filed as Exhibit 4.2 to
our Registration Statement on Form S-1 (File No. 333-48812),
which is incorporated herei n by reference)

10.1* 1995 Stock Option Plan (pre viously filed as Exhibit 10.1 to
our Registration Statement on Form S-1 (File No. 333-48812),
which is incorporated herei n by reference)

10.2* 2000 Stock Option and Incen tive Plan (previously filed as
Exhibit 10.2 to our Registr ation Statement on Form S-1 (File
No. 333-48812), which is in corporated herein by reference)

10.3* 2000 Employee Stock Purchas e Plan (previously filed as
Exhibit 10.3 to our Registr ation Statement on Form S-1 (File
No. 333-48812), which is in corporated herein by reference)

10.4* Sixth Amended and Restated Registration Rights Agreement
between the Registrant and the parties named therein dated
as of April 7, 2000 (previo usly filed as Exhibit 10.4 to our
Registration Statement on F orm S-1 (File No. 333-48812),
which is incorporated herei n by reference)

10.5* Restricted Stock Purchase A greement between the Registrant
and Stanley N. Lapidus date d February 11, 1998 (previously
filed as Exhibit 10.5 to ou r Registration Statement on Form
S-1 (File No. 333-48812), w hich is incorporated herein by
reference)

10.6* Restricted Stock Purchase A greement between the Registrant
and Stanley N. Lapidus date d as of March 31, 2000
(previously filed as Exhibi t 10.6 to our Registration
Statement on Form S-1 (File No. 333-48812), which is
incorporated herein by refe rence)

10.7* Restricted Stock Purchase A greement between the Registrant

and Don M. Hardison dated a
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe
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EXHIBIT
NUMBER

10.9*

10.10*

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18*

10.19*

10.20*

10.21*

Secured Promissory Note bet
Stanley N. Lapidus dated as
filed as Exhibit 10.8 to ou
S-1 (File No. 333-48812), w
reference)

Pledge Agreement between th
Lapidus dated as of March 3
Exhibit 10.9 to our Registr
No. 333-48812), which is in

Secured Promissory Note bet
Hardison dated as of June 2
Exhibit 10.10 to our Regist
(File No. 333-48812), which
reference)

Lease Agreement, dated Dece
Realty Limited Partnership
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Fourth Amendment to Lease A
between C.B. Realty Limited

License Agreement between t
Corporation dated as of Mar
Exhibit 10.12 to our Regist
(File No. 333-48812), which
reference) (certain portion
accorded confidential treat

PCR Diagnostic Services Agr
Roche Molecular Systems, In
10.13 to our Registration S
333-48812), which is incorp
(certain portions of this a
confidential treatment unti

Mayo Foundation for Medical
"Foundation") Technology Li
Registrant and the Foundati
amended (previously filed a
Registration Statement on F
which is incorporated herei

Letter Agreement by and bet
Medical Education and Resea
February 4, 1998 (previousl|
Registration Statement on F
which is incorporated herei

Form of Consulting Agreemen
and certain members of the
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Restricted Stock Purchase A
and John A. McCarthy, Jr. d
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Full Recourse Promissory No
John A. McCarthy, Jr. dated
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Pledge Agreement between th
MccCarthy, Jr. dated as of N
filed as Exhibit 10.19 to o
S-1 (File No. 333-48812), w
reference)

Severance Agreement between
Lapidus dated January 4, 20

CRIPTION

ween the Registrant and

of March 31, 2000 (previously

r Registration Statement on Form
hich is incorporated herein by

e Registrant and Stanley N.
1, 2000 (previously filed as
ation Statement on Form S-1 (File
corporated herein by reference)ed

ween the Registrant and Don M.
3, 2000 (previously filed as
ration Statement on Form S-1

is incorporated herein by

mber 10, 1996, between C.B.
and the Registrant, as amended
t 10.11 to our Registration

No. 333-48812), which is
rence)

greement, dated February 7, 2001,
Partnership and the Registrant

he Registrant and Genzyme
ch 25, 1999 (previously filed as
ration Statement on Form S-1
is incorporated herein by

s of this agreement have been
ment until March 25, 2003)

eement between the Registrant and
c. (previously filed as Exhibit
tatement on Form S-1 (File No.
orated herein by reference)
greement have been accorded

| July 2004)

Education and Research (the
cense Contract between the
on dated as of July 7, 1998, as
s Exhibit 10.14 to our
orm S-1 (File No. 333-48812),
n by reference)

ween The Mayo Foundation for
rch and the Registrant dated

y filed as Exhibit 10.15 to our
orm S-1 (File No. 333-48812),
n by reference)

t by and between the Registrant
scientific advisory board

t 10.16 to our Registration

No. 333-48812), which is
rence)

greement between the Registrant
ated as of November 28, 2000

t 10.17 to our Registration

No. 333-48812), which is

rence)

te between the Registrant and
as of November 28, 2000

t 10.18 to our Registration
No. 333-48812), which is
rence)

e Registrant and John A.

ovember 30, 2000 (previously

ur Registration Statement on Form
hich is incorporated herein by

the Registrant and Stanley N.
01 (previously filed as



Exhibit 10.20 to our Regist ration Statement on Form S-1
(File No. 333-48812), which is incorporated herein by
reference)
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EXHIBIT
NUMBER

10.23*

10.24*

10.25

23.1

24.1

Severance Agreement between
Hardison dated January 4, 2
10.21 to our Registration S
No. 333-48812), which is in

Severance Agreement between
McCarthy, Jr. dated January
Exhibit 10.22 to our Regist
(File No. 333-48812), which
reference)

Severance Agreement between
Shuber dated January 4, 200
Exhibit 10.23 to our Regist
(File No. 333-48812), which
reference)

Warrant Agreement between t
Foundation for Medical Rese
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Subsidiaries of the Registr
Exhibit 21.1 to our Registr
No. 333-48812), which is in

Consent of Arthur Andersen

Power of Attorney (included

CRIPTION

the Registrant and Don M.
001 (previously filed as Exhibit
tatement on Form S-1 (File
corporated herein by reference)

the Registrant and John A.
4, 2001 (previously filed as
ration Statement on Form S-1
is incorporated herein by

the Registrant and Anthony P.
1 (previously filed as

ration Statement on Form S-1
is incorporated herein by

he Registrant and The Mayo
arch dated December 28, 2000
t 10.26 to our Registration

No. 333-48812), which is
rence)

ant (previously filed as

ation Statement on Form S-1 (File
corporated herein by reference)
LLP

on signature page)

* Indicates a management contract or any compensptan, contract or arrangement.

(b) Reports on Form 8-K.

No reports on form-K were filed on behalf of EXACT Sciences Corpopatduring the quarter ended December 31, 2000.



SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, as amentiedRegistrant has duly caused this
report to be signed on its behalf by the undergighereunto duly authorized.

EXACT SCIENCES CORPORATION
(Registrant)

Date: March 29, 2001 By: /s/ JOHN A. MCCARTHY, JR.

VICE-PRESIDENT AND CHIEF FINANCIAL OFFIC ER

POWER OF ATTORNEY AND SIGNATURES

We, the undersigned officers and directors of EXA®&EIences Corporation, hereby severally constanteappoint Stanley N. Lapidus, Don
M. Hardison and John A. McCarthy, Jr., and eacthefn singly, our true and lawful attorneys, witH fiower to them and each of them
singly, to sign for us and in our names in the céjes indicated below, any amendments to this AhReport on Form 10-K, and generally
to do all things in our names and on our behadfuich capacities to enable EXACT Sciences Corparéticomply with the provisions of the
Securities Exchange Act of 1934, as amended, atldeatequirements of the Securities Exchange Casion.

Pursuant to the requirements of the SecuritiesEmtiange Act of 1934, as amended, this report bas bigned below by the following
persons on behalf of the registrant and in the @ipa and on the dates indicated.

SIGNATURE TITLE DATE
/sl STANLEY N. LAPIDUS
Chairman of the Board and Director March 29, 20 01
Stanley N. Lapidus (Principal Executive Officer)
/s/ DON M. HARDISON
President and Director March 29, 20 01
Don M. Hardison
/s/ JOHN A. MCCARTHY, JR. Vice President and Chief Financial
Officer (Principal Financial and March 29, 20 01
John A. McCarthy, Jr. Accounting Officer)
/sl NOUBAR B. AFEYAN
Director March 29, 20 01
Noubar B. Afeyan
/sl RICHARD W. BARKER
Director March 29, 20 01
Richard W. Barker
/sl SALLY W. CRAWFORD
Director March 29, 20 01
Sally W. Crawford
/sl WYCLIFFE K. GROUSBECK
Director March 29, 20 01
Wycliffe K. Grousbeck
/sl WILLIAM W. HELMAN
Director March 29, 20 01
William W. Helman
/s/ EDWIN M. KANIA, JR.
Director March 29, 20 01
Edwin M. Kania, Jr.
/s/ LANCE WILLSEY
Director March 29, 20 01

Lance Willsey
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EXHIBIT
NUMBER

3.2

4.1

4.2

10.1*

10.2*

10.3*

10.4*

10.5*

10.6*

10.7*

10.8*

10.9*

10.10*

10.11

10.12

EXHIBIT INDEX TO ANNUAL REPORT ON FORM 10-K
FOR FISCAL YEAR ENDED DECEMBER 31, 2000

Sixth Amended and Restated
the Registrant (previously
Registration Statement on F
which is incorporated herei

Amended and Restated By-Law
filed as Exhibit 3.4 to our
S-1 (File No. 333-48812), w
reference)

Specimen certificate repres
Stock (previously filed as
Statement on Form S-1 (File
incorporated herein by refe

Warrant issued to The Mayo
dated December 28, 2000 (pr
our Registration Statement
No. 333-48812), which is in

1995 Stock Option Plan (pre
our Registration Statement
No. 333-48812), which is in

2000 Stock Option and Incen
Exhibit 10.2 to our Registr
No. 333-48812), which is in

2000 Employee Stock Purchas
Exhibit 10.3 to our Registr
No. 333-48812), which is in

Sixth Amended and Restated
between the Registrant and
as of April 7, 2000 (previo
Registration Statement on F
which is incorporated herei

Restricted Stock Purchase A
and Stanley N. Lapidus date
filed as Exhibit 10.5 to ou
S-1 (File No. 333-48812), w
reference)

Restricted Stock Purchase A
and Stanley N. Lapidus date
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Restricted Stock Purchase A
and Don M. Hardison dated a
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Secured Promissory Note bet
N. Lapidus dated as of Marc
Exhibit 10.8 to our Registr
No. 333-48812), which is in

Pledge Agreement between th
Lapidus dated as of March 3
Exhibit 10.9 to our Registr
No. 333-48812), which is in

Secured Promissory Note bet
Hardison dated as of June 2
Exhibit 10.10 to our Regist
(File No. 333-48812), which
reference)

Lease Agreement, dated Dece
Realty Limited Partnership
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Fourth Amendment to Lease A
between C.B. Realty Limited

CRIPTION

Certificate of Incorporation of
filed as Exhibit 3.3 to our

orm S-1 File No. 333-48812),

n by reference)

s of the Registrant (previously
Registration Statement on Form
hich is incorporated herein by

enting the Registrant's Common
Exhibit 4.1 to our Registration
No. 333-48812), which is

rence)

Foundation for Medical Research
eviously filed as Exhibit 4.2 to

on Form S-1 (File

corporated herein by reference)
viously filed as Exhibit 10.1 to

on Form S-1 (File

corporated herein by reference)
tive Plan (previously filed as
ation Statement on Form S-1 (File
corporated herein by reference)
e Plan (previously filed as

ation Statement on Form S-1 (File
corporated herein by reference)
Registration Rights Agreement
the parties named therein dated
usly filed as Exhibit 10.4 to our
orm S-1 (File No. 333-48812),

n by reference)

greement between the Registrant
d February 11, 1998 (previously
r Registration Statement on Form
hich is incorporated herein by

greement between the Registrant
d as of March 31, 2000

t 10.6 to our Registration

No. 333-48812), which is

rence)

greement between the Registrant
s of June 23, 2000, as amended
t 10.7 to our Registration

No. 333-48812), which is

rence)

ween the Registrant and Stanley
h 31, 2000 (previously filed as
ation Statement on Form S-1 (File
corporated herein by reference)
e Registrant and Stanley N.

1, 2000 (previously filed as

ation Statement on Form S-1 (File
corporated herein by reference)
ween the Registrant and Don M.
3, 2000 (previously filed as

ration Statement on Form S-1

is incorporated herein by

mber 10, 1996, between C.B.

and the Registrant, as amended

t 10.11 to our Registration

No. 333-48812), which is

rence)

greement, dated February 7, 2001,
Partnership and the Registrant



EXHIBIT
NUMBER

10.14

10.15

10.16

10.17

10.18*

10.19*

10.20*

10.21*

10.22*

10.23*

10.24*

10.25

23.1
24.1

* Indicates a management contract or any compensplan, contract o

License Agreement between t
Corporation dated as of Mar
Exhibit 10.12 to our Regist
(File No. 333-48812), which
reference) (certain portion
accorded confidential treat

PCR Diagnostic Services Agr
Roche Molecular Systems, In
10.13 to our Registration S
No. 333-48812), which is in
(certain portions of this a
confidential treatment unti

Mayo Foundation for Medical
"Foundation") Technology Li
Registrant and the Foundati
amended (previously filed a
Registration Statement on F
which is incorporated herei

Letter Agreement by and bet
Medical Education and Resea
February 4, 1998 (previousl|
Registration Statement on F
which is incorporated herei

Form of Consulting Agreemen
and certain members of the
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Restricted Stock Purchase A
and John A. McCarthy, Jr. d
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Full Recourse Promissory No
John A. McCarthy, Jr. dated
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Pledge Agreement between th
McCarthy, Jr. dated as of N
filed as Exhibit 10.19 to o
S-1 (File No. 333-48812), w
reference)

Severance Agreement between
Lapidus dated January 4, 20
10.20 to our Registration S
No. 333-48812), which is in

Severance Agreement between
Hardison dated January 4, 2
Exhibit 10.21 to our Regist
(File No. 333-48812), which
reference)

Severance Agreement between
MccCarthy, Jr. dated January
Exhibit 10.22 to our Regist
(File No. 333-48812), which
reference)

Severance Agreement between
Shuber dated January 4, 200
Exhibit 10.23 to our Regist
(File No. 333-48812), which
reference)

Warrant Agreement between t
Foundation for Medical Rese
(previously filed as Exhibi
Statement on Form S-1 (File
incorporated herein by refe

Subsidiaries of the Registr
Exhibit 21.1 to our Registr
No. 333-48812), which is in

Consent of Arthur Andersen

Power of Attorney (included

CRIPTION

he Registrant and Genzyme

ch 25, 1999 (previously filed as
ration Statement on Form S-1
is incorporated herein by

s of this agreement have been
ment until March 25, 2003)
eement between the Registrant and
c. (previously filed as Exhibit
tatement on Form S-1 (File
corporated herein by reference)
greement have been accorded
| July 2004)

Education and Research (the
cense Contract between the

on dated as of July 7, 1998, as
s Exhibit 10.14 to our

orm S-1 (File No. 333-48812),
n by reference)

ween The Mayo Foundation for
rch and the Registrant dated

y filed as Exhibit 10.15 to our
orm S-1 (File No. 333-48812),
n by reference)

t by and between the Registrant
scientific advisory board

t 10.16 to our Registration

No. 333-48812), which is
rence)

greement between the Registrant
ated as of November 28, 2000
t 10.17 to our Registration

No. 333-48812), which is
rence)

te between the Registrant and
as of November 28, 2000

t 10.18 to our Registration

No. 333-48812), which is
rence)

e Registrant and John A.
ovember 30, 2000 (previously
ur Registration Statement on Form
hich is incorporated herein by

the Registrant and Stanley N.
01 (previously filed as Exhibit
tatement on Form S-1 (File
corporated herein by reference)
the Registrant and Don M.

001 (previously filed as

ration Statement on Form S-1
is incorporated herein by

the Registrant and John A.
4, 2001 (previously filed as
ration Statement on Form S-1
is incorporated herein by

the Registrant and Anthony P.
1 (previously filed as

ration Statement on Form S-1
is incorporated herein by

he Registrant and The Mayo

arch dated December 28, 2000

t 10.26 to our Registration

No. 333-48812), which is

rence)

ant (previously filed as

ation Statement on Form S-1 (File
corporated herein by reference)
LLP

on signature page)
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EXHIBIT 10.12
FOURTH AMENDMENT TO LEASE

REFERENCE is made to Lease dated December 10,986d between C.B. Realty Limited Partnership,asséchusetts limited
partnership, with an address at 27 Windsong Landdhgitham, Massachusetts ("Landlord”) and EXACTdratwories, Inc., a corporation
with an address at 63 Great Road, Maynard, Massatisy("Tenant"), as amended by Lease Amendmentitectby Tenant on July 22,
1997, Lease Amendment executed by Tenant on JaBta®999, and Lease Amendment and Extension exeétiyt Tenant on April 25, 20
(the "Lease") for premises consisting of approxahaseventeen thousand one hundred eighty fivel8bj,square feet in the building (the
"Building") located at 63 Great Road, Maynard, Madrisetts (the "Premises").

In consideration of One Dollar ($1.00) and othendjand valuable consideration, the receipt of wisdnereby acknowledged, Landlord and
Tenant hereby amend the Lease as follows:

1. Effective September 1, 2000, there is addebead’remises approximately six hundred ninety tv@2)&quare feet formerly occupied by
IntexLX located on the first floor of the Buildirshown as outlined on Exhibit A attached heretoraade a part hereof (the "Additional
Premises"). Effective September 1, 2000, the Addii Premises shall be deemed part of the Premiskthe Term of the Lease (as defined
in the Lease) shall expire with respect to the fiddal Premises on June 30, 2003, being the daggmfation of the Term with respect to the
remainder of the Premises. The Additional Premésegdelivered to Tenant in "AS IS" condition, with warranties, expressed or implied.

Base Rent for the Additional Premises shall be &teollars ($11.00) per square foot per annum (playia equal installments on. the first
day of each month), and Tenant shall be responfibline payment of Real Estate Taxes and Oper&kpgnses with respect to the
Additional Premises (together with the remaindethef Premises) in accordance with paragraph nurdt&below.

2. Paragraph 4(a) of the Lease is hereby deletg@dhenfollowing is substituted in its place:

"4(a) (i) Tenant shall pay the Base Rent (someticadied "Annual Fixed Rent"), in equal monthly pagmis, in advance, without setoff,
deduction or demand, in lawful money of the Uni&tédtes, on the first day of each and every montimgthe Term, at Landlord's Office or
to such other payee and/or at such other pladeedsandlord may from time to time designate in gt

(i) Tenant shall pay to Landlord, as AdditionalriRethe percentage of any Real Estate Taxes |lagaihst the Building, the land serving the
Building (the "Land"), and other improvements, lwechat 63 Great Road, Maynard, Massachusetts dthngerm hereof determined by
dividing the number of square feet within the Preasiby the Rentable Floor Area in the Building. therpurposes hereof, (x) "Rentable F
Area" shall be deemed to include all space withenBuilding designed for Tenant occupancy and

(y) "Real Estate Taxes" shall include all taxes exilaordinary and/or special assessments (amadst and reasonable fees incurred by
Landlord in contesting the same and/or negotiatiitg the public authorities as to the same) whicyrhe levied or assessed by the lawful
taxing authorities against the Land, Building aficd#her improvements forming a part of the projetwhich the Premises are a part.
TENANT stall pay in advance of the first day of kanonth an estimate of one twelfth ( 1/12) of Telsaannual obligation on account of R
Estate Taxes, which shall be an amount estimatediied by LANDLORD prior to the beginning of eathax Year" (which shall mean the
twelve (12) month period established as the rdat&sax year by the taxing authorities as havavgfll jurisdiction over the Premises). Such
estimate and billing may be revised by LANDLOROLAINDLORD'S sole option, during the Tax Year basedax bills or assessments
actually received by LANDLORD relating to the curt&ax Year. Within ninety (90) days of the enceath Tax Year, LANDLORD shall
furnish to TENANT, in reasonable detail, the ficaimputation and allocation of Real Estate Taxestfempreceding Tax Year. If the amount
allocated to TENAN1



exceeds the sum of the estimated Real Estate Béveasly paid by TENANT, TENANT shall pay such exxasLandlord within thirty (30)
days of demand therefor.

If the amount allocated to TENANT is less than thla¢ady paid by TENANT, LANDLORD shall credit thidference to future payments of
Real Estate Taxes hereunder or, if at the endeot #rm, refund such amount to Tenant.

For the Tax Year in which the Lease commencesroiit@tes, the provisions of this Section shall gpplut TENANT'S liability for its
proportionate share of any taxes for such yeat beadubject to a pro rata adjustment, based upparmount of time within said Tax Year
during which TENANT is obligated under the Leas®toupy the Premises and pay Base Rent.

In the event LANDLORD shall contest the amountedlrestate taxes due and payable under this ppovésid shall be successful and receive
arefund, TENANT shall receive credit for its peda share of such refund less the reasonable tobtaining such refund.

(iii) TENANT shall pay to LANDLORD, as Additional &, the percentage of "Operating Expenses" dihederm hereof determined by
dividing the number of square feet within the Pregsiby the Rentable Floor Area in the Building. é@ping Expenses" shall mean any and
all expenses, costs and disbursements (but noifispests billed to and paid by specific Tenarusgvery kind and nature incurred by
Landlord in connection with the management, openatinaintenance, servicing and repair of the Bongdind appurtenances thereto,
including without limitation the parking lots andet common areas thereof, and the Land, includingtiimited to employees' wages,
salaries, welfare and pension benefits and othegdrbenefits; payroll taxes; the costs, includiegsonable attorneys' fees, of appealing
assessments of Real Estate Taxes; painting of conameas of the Building; extermination servicegdébn and security services; sewer r
and charges; premiums for fire and casualty, ligbitent, workmen's compensation, sprinkler, wal@mage and other insurance; repairs and
maintenance; building supplies; uniforms and deaning; snow removal; the cost of obtaining andiging electricity, water, and other
public utilities to all areas of the Building; jaoiial and cleaning services; window cleaning; gereontracts for the maintenance of eleva
boilers, EVAC and other mechanical, plumbing aret&ical equipment; fees for all licenses and permaquired for the ownership and
operation of the Land and the Building; businessrise fees and taxes; sales and use taxes payableniection with tangible personal
property and services purchased for the managemgetation, maintenance, repair, cleaning, safeteaministration of the Land and the
Building; legal fees; accounting fees relatinghte tdetermination of Operating Expenses and Terstmse thereof and the preparation of
statements required by Tenants' leases; managéeesnfwhich shall not exceed market rates), whathaot paid to any person having an
interest in or under common ownership with Landlgrarchase and installation of indoor plants in@wmmon Areas; and landscaping
maintenance and the purchase and replacementdsfdaping services, plants and shrubbery. If Laddheakes an expenditure for a capital
improvement to the Land or the Building, and ifdengenerally accepted accounting principles ("GAABuch expenditure is not a current
expense, then the cost thereof shall be amortizedaperiod equal to the useful life of such inyament, determined in accordance with
generally accepted accounting principles, and therized costs allocated to each calendar yeangihie Term.

With respect to each calendar month falling whellthin the Term of this Lease, TENANT shall payaidvance on the first of the month a
tentative charge equal to one twelfth ( 1/12) ofidlard's estimate of Tenant's share of Operatingg<for the current "Operating Year". For
the purposes hereof, an "Operating Year" shalldented to be twelve (12) consecutive calendar mamimnencing January 1st and ending
December 31st. With respect to any fractional atdemonth at the end of the Term, TENANT shall pagidvance on the first day of such
month an amount equal to one-thirtieth ( 1/30)hef tentative monthly charge for the next precedamgndar month multiplied by the
remaining number of days in the Term of the Lease.

Within ninety (90) days after the end of each ofiegaYear, LANDLORD shall compute the actual annQglerating Expenses for the
Operating Year. TENANT shall be furnished a cop



reasonable detail of such final computation anacaliion and reasonable breakdown of charges. Hitheunt allocated to TENANT exceeds
the sum of the tentative charges for the same @pgr#ear already paid by the TENANT, TENANT shpdly such excess to LANDLORD
within thirty (30) days of demand. If the amountshallocated to TENANT is less than the sum oftémative charges for the same Opera
Year already paid by the TENANT, LANDLORD shall diethe difference to future payment(s) of Opemiharges. Within ninety (90)
days after then end of the Term, the sum of theatee charges for the year in which terminatioows shall be adjusted and any deficiency
or excess shall be paid by or refunded to TENANT."

3. In all other respects the Lease shall remairsémee.

IN WITNESS WHEREOF, the parties hereto have set thends and seals this 7th day of February, 2001.

LANDLORD: TENANT:

C.B. REALTY LIMITED PARTNERSHIP EXACT LABORATORIES , INC.
By: /s/ Thomas R. Patton Il By: /s/ Don Hardis on
Name: Thomas R. Patton Il Name: Don Hardison

Title: General Partner Title: President




EXHIBIT 23.1
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cansehe incorporation of our reports includedhistForm 10-K, into the Company's
previously filed Registration Statements (File Nur#h 333-48812 and 333-54618).

/'s/ ARTHUR ANDERSEN LLP

Bost on, Massachusetts

March 30, 2001

End of Filing
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