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Forward-looking statements

This Quarterly Report on Form 10-Q for the quarter ended December 31, 2023, or Form 10-Q, contains forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the
Exchange Act. These statements relate to, among other matters, plans for product development and licensing to third parties, plans and timeframe for the
commercial development of DNA data storage capabilities, expectations regarding market penetration, anticipated customer conversions to our products,
plans to expand in the international markets, and identification and development of potential antibody candidates. Forward-looking statements are also
identified by the words “believe,” “will,” “may,” “estimate,” “continue,” “anticipate,” “intend,” “should,” “plan,” “expect,” “predict,” “could,”
“potentially” and variations of such words and similar expressions. You should not rely upon forward-looking statements as predictions of future events.
Such statements are based on management’s expectations as of the date of this filing and involve many risks and uncertainties that could cause our actual
results, events or circumstances to differ materially from those expressed or implied in our forward-looking statements. Such risks and uncertainties
include:

29 ¢ 29 ¢, 29 ¢ 29 29 ¢

* our ability to increase our revenue and our revenue growth rate;

*  our ability to accurately estimate capital requirements and our needs for additional financing; our estimates of the size of our market opportunities;
*  our ability to increase DNA production, reduce turnaround times and drive cost reductions for our customers;

*  our ability to effectively manage our growth;

*  our ability to successfully enter new markets and manage our international expansion;

*  our ability to protect our intellectual property, including our proprietary DNA synthesis platform;

*  costs associated with defending intellectual property infringement and other claims;

+ the effects of increased competition in our business;

»  our ability to keep pace with changes in technology and our competitors;

*  our ability to successfully identify, evaluate and manage any future acquisitions of businesses, solutions or technologies;

* the success of our marketing efforts;

» asignificant disruption in, or breach in security of our information technology systems and resultant interruptions in service and any related
impact on our reputation;

*  our ability to attract and retain qualified employees and key personnel;

+ the effects of natural or man-made catastrophic events or public health emergencies, such as the COVID-19 pandemic;
« the effectiveness of our internal controls;

+ changes in government regulation affecting our business;

* uncertainty as to economic and market conditions and the impact of adverse economic conditions; and

«  other risk factors included under the section titled “Risk factors” contained in Item 1A of our Annual Report on Form 10-K filed with the SEC on
November 21, 2023 and this Quarterly Report on Form 10-Q.
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You should not rely upon forward-looking statements as predictions of future events. Such statements are based on management’s expectations as of the
date of this filing and involve many risks and uncertainties that could cause our actual results, events or circumstances to differ materially from those
expressed or implied in our forward-looking statements.

Readers are urged to carefully review and consider all of the information in this Form 10-Q and in other documents we file from time to time with the
Securities and Exchange Commission, or SEC. We undertake no obligation to update any forward-looking statements made in this Form 10-Q to reflect
events or circumstances after the date of this filing or to reflect new information or the occurrence of unanticipated events, except as required by law. We
may not actually achieve the plans, intentions or expectations disclosed in our forward-looking statements. Our forward-looking statements do not reflect
the potential impact of any future acquisitions, mergers, dispositions, joint ventures or investments we may make.

When we use the terms “Twist,” “Twist Bioscience,” the “Company,” “we,” “us” or “our” in this report, we are referring to Twist Bioscience Corporation
and its consolidated subsidiaries unless the context requires otherwise. Sequence space and the Twist logo are trademarks of Twist Bioscience Corporation.
All other company and product names may be trademarks of the respective companies with which they are associated.
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Item 1. Financial statements

Twist Bioscience Corporation

Condensed Consolidated Balance Sheets (unaudited)

PART 1. Financial information

December 31, September 30,
(In thousands except per share data) 2023 2023
Assets
Current assets:
Cash and cash equivalents 266,269 286,470
Short-term investments 44,875 49,943
Accounts receivable, net 35,354 44,064
Inventories 30,863 32,063
Prepaid expenses and other current assets 12,870 11,716
Total current assets 390,231 424256
Property and equipment, net 126,225 131,830
Operating lease right-of-use assets 69,093 71,531
Goodwill 85,811 85,811
Intangible assets, net 53,190 54,483
Restricted cash, non-current 2,847 2,811
Other non-current assets 5,418 5,681
Total assets 732,815 776,403
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable 9,256 14,052
Accrued expenses 13,959 10,754
Accrued compensation 20,787 25,818
Current portion of operating lease liability 14,808 14,896
Other current liabilities 6,418 7,803
Total current liabilities 65,228 73,323
Operating lease liability, net of current portion 77,070 79,173
Other non-current liabilities 475 475
Total liabilities 142,773 152,971
Commitments and contingencies (Note 6)
Stockholders’ equity
Common stock, $0.00001 par value —100,000 and 100,000 shares authorized at December 31, 2023 and September 30, 2023,
respectively; 57,779 and 57,557 shares issued and outstanding at December 31, 2023 and September 30, 2023, respectively — —
Additional paid-in capital 1,666,797 1,657,222
Accumulated other comprehensive income (565) (756)
Accumulated deficit (1,076,190) (1,033,034)
Total stockholders’ equity 590,042 623,432
Total liabilities and stockholders’ equity 732,815 776,403

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

Condensed Consolidated Statements of Operations and Comprehensive Loss (unaudited)

Three months ended
December 31,

(In thousands, except per share data) 2023 2022
Revenues [ 71,498 $ 54,243
Operating expenses:

Cost of revenues 42,536 $ 29,442

Research and development 23,099 31,242

Selling, general and administrative 52,840 42,324

Change in fair value of contingent considerations and holdbacks — $ (4,135)
Total operating expenses 118,475 $ 98,873
Loss from operations (46,977) $ (44,630)
Interest income 4,120 3,040
Interest expense — 8
Other income (expense), net (31) (157)
Loss before income taxes (42,888) $ (41,748)
Income tax provision (120) $ (76)
Net loss attributable to common stockholders (43,008) $ (41,824)
Other comprehensive loss:
Change in unrealized (gain) loss on investments 134 (868)
Foreign currency translation adjustment 57 (366)
Comprehensive loss (42,817) (43,058)
Net loss per share attributable to common stockholders—basic and diluted (0.75) $ (0.74)
Weighted average shares used in computing net loss per share attributable to common stockholders—basic and

diluted 57,497 56,444

[1] During the three months ended December 31, 2023, and 2022, the Company had revenues from the related parties in the amount of $2.3 million and $0.2 million, respectively.

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

Condensed Consolidated Statements of Stockholders’ Equity (unaudited)

Accumulated
Common Additional Other Total
stock paid-in comprehensive Accumulated stockholders'
(In thousands) Shares Amount capital loss deficit equity
Balances as of September 30, 2023 57,557 $ — 1,657,222 $ (756) $ (1,033,034) $ 623,432
Impact of ASU 2016-13 adoption (Note 2) — 3 — — 3 — 3 (148) $ (148)
Vesting of restricted stock units 260 $ — — 3 — 3 — $ —
Exercise of stock options 58 — 951 — — 951
Repurchases of common stock for income tax
withholding (96) — (2,424) — — (2,424)
Stock-based compensation — — 11,048 — — 11,048
Other comprehensive income — — — 191 — 191
Net loss — — — — (43,008) (43,008)
Balances as of December 31, 2023 57,779 $ — 1,666,797 $ 565) $ (1,076,190) $ 590,042
Accumulated
Common Additional Other Total
stock paid-in comprehensive Accumulated stockholders'
(In thousands) Shares Amount capital income deficit equity
Balances as of September 30, 2022 56,523 $ — 3 1,619,644 $ (1,843) $ (828,416) $ 789,385
Vesting of restricted stock units 124§ — 3 — 3 $ — —
Exercise of stock options 35 — 603 — — 603
Issuance of shares associated with a business
acquisition 1 — — — —
Repurchases of common stock for income tax
withholding (38) — (999) — — (999)
Stock-based compensation — — (2,074) — (2,074)
Other comprehensive income — — — 1,234 — 1,234
Net loss — — — (41,824) (41,824)
Balances as of December 31, 2022 56,645 $ — 3 1,617,174 $ (609) $ (870,240) $ 746,325

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Twist Bioscience Corporation
Condensed Consolidated Statements of Cash Flows (unaudited)

Three months ended
December 31,

(in thousands) 2023 2022
Cash flows from operating activities
Net loss $ (43,008) $ (41,824)
Adjustments to reconcile net loss to net cash used in operating activities
Depreciation and amortization 8,171 5,292
Non-cash lease expense 248 254
Stock-based compensation 11,020 (2,325)
Change in fair value of acquisition consideration — (4,135)
Other non cash adjustments 64 287
Changes in assets and liabilities:
Accounts receivable, net 8,058 (4,098)
Inventories 1,201 (5,281)
Prepaid expenses and other current assets (1,116) (1,177)
Other non-current assets 300 499
Accounts payable (4,205) 3,282
Accrued expenses 2,900 (1,254)
Accrued compensation (5,078) (3,716)
Other liabilities (1,528) 126
Net cash used in operating activities $ (22,973) $ (54,070)
Cash flows from investing activities
Purchases of property and equipment $ (1,506) $ (11,824)
Purchases of investments (18,329) (22,647)
Proceeds from maturity of investments 24,000 27,500
Net cash provided by (used in) investing activities $ 4,165 $ (6,971)
Cash flows from financing activities
Proceeds from exercise of stock options $ 951 § 604
Repurchases of common stock for income tax withholding (2,424) (999)
Net cash used in financing activities $ (1,473) $ (395)
Effect of exchange rates on cash, cash equivalents and restricted cash N 116 $ 268
Net decrease in cash, cash equivalents, and restricted cash (20,165) (61,168)
Cash, cash equivalents, and restricted cash at beginning of period 289,281 380,259
Cash, cash equivalents, and restricted cash at end of period $ 269,116  $ 319,091

Supplemental disclosure of cash flow information
Income taxes paid, net of refunds 40 52
Non-cash investing and financing activities

Property and equipment additions included in accounts payable and accrued expenses $ 487 $ 4,520

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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Twist Bioscience Corporation
Notes to Unaudited Condensed Consolidated Financial Statements

1. The Company

Twist Bioscience Corporation (the Company) was incorporated in the state of Delaware on February 4, 2013. The Company is a synthetic biology company
that has developed a disruptive DNA synthesis platform. DNA is used in many applications across different industries: industrial chemicals/materials,
academic, healthcare and food/agriculture. The Company’s fiscal year ends on September 30.

The core of the Company’s platform is a proprietary technology that pioneers a new method of manufacturing synthetic DNA by “writing” DNA on a
silicon chip. The Company has combined this technology with proprietary software, scalable commercial infrastructure and an e-commerce platform to
create an integrated technology platform that enables the Company to achieve high levels of quality, precision, automation, and manufacturing throughput
at a significantly lower cost than its competitors. The Company is leveraging its unique technology to manufacture a broad range of synthetic DNA-based
products, including synthetic genes, tools for next generation sample preparation, and antibody libraries for drug discovery and development.

The Company has a limited operating history and its prospects are subject to risks, expenses and uncertainties frequently encountered by companies in this
industry. These risks include, but are not limited to, the uncertainty of availability of additional financing, market acceptance of its products, the ability to
retain and attract new customers, and the uncertainty of achieving future profitability.

The Company has generated net losses in all periods since its inception. As of December 31, 2023, the Company had an accumulated deficit of $1,076.2
million and has not generated positive cash flows from operations since inception. Losses are expected to continue as the Company continues to invest in
product development, manufacturing, and sales and marketing.

As of December 31, 2023, the Company had cash and cash equivalents and short-term investments of $311.1 million, which the management believes will
be sufficient to fund operations for at least one year from the issuance of these consolidated financial statements. However, if the Company needs to obtain
additional financing to fund operations beyond this period, there can be no assurance that it will be successful in raising additional financing on terms
which are acceptable to the Company.

If the Company requires but is unable to obtain additional funding, the Company could be forced to delay, reduce or eliminate some or all of its research
and development programs, product portfolio expansion or commercialization efforts, which could adversely affect its business prospects, or the Company
may be unable to continue operations.

2. Summary of significant accounting policies

Basis of presentation and use of estimates

The accompanying unaudited condensed consolidated financial statements were prepared in accordance with accounting principles generally accepted in
the United States of America (GAAP) for interim financial information. Certain information and disclosures normally included in the consolidated
financial statements prepared in accordance with GAAP have been condensed or omitted. Accordingly, these unaudited condensed consolidated financial
statements should be read in conjunction with the audited consolidated financial statements and the related notes included in the Annual Report on Form
10-K for the fiscal year ended September 30, 2023 (the Annual Report on Form 10-K) filed with the Securities and Exchange Commission on

November 21, 2023. The condensed consolidated financial statements are unaudited and have been prepared on a basis consistent with that used to prepare
the audited annual consolidated financial statements and include, in the opinion of management, all adjustments, consisting of normal and recurring items,
necessary for the fair statement of the condensed consolidated financial statements. The condensed consolidated balance sheet at September 30, 2023 is
derived from audited consolidated financial statements but does not include all disclosures required by GAAP. The operating results for the three months
ended December 31, 2023 are not necessarily indicative of the results expected for the full year ending September 30, 2024 or any interim period.

The presentation of unaudited condensed consolidated financial statements in conformity with GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the date of the condensed
consolidated financial statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates. Certain prior year amounts have
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been reclassified to conform to the current year presentation. The Company’s unaudited condensed consolidated financial statements include its wholly
owned subsidiaries. All intercompany balances and accounts are eliminated in consolidation.

The following table provides a reconciliation of the Company’s cash and cash equivalents and non-current portion of restricted cash reported within the
unaudited condensed consolidated balance sheets that sum to the total cash, cash equivalents and restricted cash shown in the Company’s condensed
consolidated statements of cash flows:

December 31, September 30,
(in thousands) 2023 2023
Cash and cash equivalents $ 266,269 $ 286,470
Restricted cash, non-current 2,847 2,811
Total cash, cash equivalents and restricted cash $ 269,116 $ 289,281

Restricted cash represents cash held at financial institutions that are pledged as collateral for stand-by letters of credit for lease commitments and is
included in non-current assets.

Significant accounting policies

There have been no material changes in the accounting policies from those disclosed in the audited consolidated financial statements and the related notes
included in the Annual Report on Form 10-K other than disclosed below.

Allowance for Credit Losses

The Company maintains an allowance for credit losses for expected uncollectible accounts receivable and contract assets, which is recorded as an offset to
accounts receivable or contract assets and provisions for credit losses are recorded in general and administrative expense in the consolidated statements of
income. Under the application of Accounting Standards Codification (“ASC”) Topic 326-20, Financial Instruments—Credit Losses (“ASC 326”), the
allowance for current expected credit losses is based on a review of customer accounts and considers historical credit loss information that is adjusted for
current economic and business conditions and anticipated future economic events that may impact collectability. In developing its expected credit loss
estimate, the Company evaluated the appropriate grouping of accounts receivable and contract assets based upon its evaluation of risk characteristics,
including consideration of region and industries of the customers. The allowance for credit losses is reviewed on a quarterly basis to assess the adequacy of
the allowance. Allowance for credit losses was $0.9 million as of December 31, 2023.

Short-term investments

The Company invests in various types of securities, including United States government, commercial paper, and corporate debt securities. The Company
classifies its investments as available-for-sale and records them at fair value based upon market prices at period end. For available-for-sale debt securities in
an unrealized loss position, the Company evaluates whether a current expected credit loss exists based on available information relevant to the credit rating
of the security, current economic conditions and reasonable and supportable forecasts. The allowance for credit loss is recorded in other income (expense),
net, on the consolidated statements of income, not to exceed the amount of the unrealized loss. Any excess unrealized loss other than the credit loss is
recognized in accumulated other comprehensive income or loss in the stockholders' equity section of the consolidated balance sheets. The cost of securities
sold is based on the specific identification method and realized gains and losses are included in other income (expense), net. Dividend and interest income
are recognized when earned. The Company may sell these securities at any time for use in current operations. There was no allowance for credit losses
relating to the short-term investments recognized as of December 31, 2023.

Revenue

The Company had contract assets of $2.5 million and contract liabilities of $2.6 million as of December 31, 2023. The Company had contract assets of $2.8
million and contract liabilities of $3.0 million as of September 30, 2023. For the three months ended December 31, 2023 and December 31, 2022, the
Company recognized revenue of $1.3 million and $2.3 million, respectively, from the amount that was included in the contract liability balance at the
beginning of each period. In addition, for all periods presented, there was no revenue recognized in a reporting period from performance obligations
satisfied in previous periods. The aggregate amount of the transaction price allocated to the performance obligations that are unsatisfied as of December 31,
2023 was $7.3 million. The Company expects to recognize revenue over the next twelve months relating to performance obligations unsatisfied as of
December 31, 2023.
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Based on the nature of the Company's contracts with customers, which are recognized over a term of less than 12 months, the Company has elected to use
the practical expedient whereby costs to obtain a contract are expensed as they are incurred.

The Company states its revenues net of any taxes collected from customers that are required to be remitted to various government agencies. The amount of
taxes collected from customers and payable to governmental entities is included on the balance sheet as part of “Accrued expenses and other current
liabilities.”

Recent accounting pronouncements

Changes to GAAP are established by the Financial Accounting Standards Board (“FASB”) in the form of accounting standards updates (“ASUs”) to the
FASB’s ASC. The Company considered the applicability and impact of all recent ASUs. ASUs not listed below were assessed and determined to be not
applicable to the Company’s consolidated financial position and results of operations.

Recent accounting pronouncements adopted

In June 2016, FASB issued ASU No. 2016-13 “Financial Instruments-Credit Losses: Measurement of Credit Losses on Financial Instruments” and has
since modified the standard with several ASUs (collectively, “Topic 326”). Topic 326 requires measurement and recognition of expected credit losses for
financial assets. The ASU replaced previous incurred loss impairment guidance and established a single expected credit losses allowance framework for
financial assets carried at amortized cost. It also eliminated the concept of other-than-temporary impairment and requires credit losses related to certain
available-for-sale debt securities to be recorded through an allowance for credit losses. On October 1, 2023, the Company adopted this standard using a
modified retrospective approach, which requires a cumulative-effect adjustment to the opening balance of retained earnings to be recognized on the date of
adoption and, accordingly, recorded a net increase of $0.1 million to accumulated deficit as of the beginning of fiscal 2024. In connection with the adoption
of Topic 326, the Company made an accounting policy election to not measure an allowance for credit losses for accrued interest receivable.

Recently issued accounting pronouncement not yet adopted

In December 2023, the FASB issued ASU No. 2023-09 "Income Taxes (Topic 740)". The amendments in this ASU require that public business entities on
an annual basis (1) disclose specific categories in the rate reconciliation and (2) provide additional information for reconciling items that meet a
quantitative threshold. The amendments in this update are effective for annual periods beginning after December 15, 2024. The standard is not expected to
have a material impact to the Company's condensed consolidated financial statements.

In November 2023, the FASB issued ASU No. 2023-08 "Segment Reporting (Topic 280)". The amendments in this ASU improve reportable segment
disclosure requirements, primarily through enhanced disclosures about significant segment expenses. The amendments in this update are effective for fiscal
years beginning after December 15, 2023, and interim periods within fiscal years beginning after December 15, 2024. Early adoption is permitted. The
standard is not expected to have a material impact to the Company's condensed consolidated financial statements.

The Company has evaluated other recently issued accounting pronouncements and has concluded that the impact of recently issued standards that are not
yet effective will not have a material impact on the Company’s financial position or results of operations upon adoption.

3. Fair value measurement

The Company assesses the fair value of financial instruments based on the provisions of ASC 820, Fair Value Measurements. ASC 820 defines fair value
as the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the
asset or liability in an orderly transaction between market participants on the measurement date. ASC 820 also establishes a fair value hierarchy which
requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. The standard describes
three levels of inputs that may be used to measure fair value:

Level 1—Quoted prices in active markets for identical assets or liabilities.

Level 2—Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities, quoted prices in markets that are not active, or
other inputs that are observable or can be corroborated by observable market data for substantially the full term of the assets or liabilities.
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Level 3—Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or liabilities.

In determining fair value, the Company utilizes valuation techniques that maximize the use of observable inputs and minimize the use of unobservable

inputs to the extent possible as well as considering counterparty credit risk in its assessment of fair value.

The following table sets forth the cash and cash equivalents, short-term investments and equity securities as of December 31, 2023:

(in thousands) Amortized cost Gross unrealized gains  Gross unrealized losses Fair value
Cash and cash equivalents 266,269 $ — 3 — 266,269
Short-term investments:
Corporate bonds 5,974 — 3) 5,971
U.S. government treasury bills 38,852 58 (6) 38,904
Non-current assets - investment in equity securities 3,711 — — 3,711
Total 314,806 $ 58§ ©) 314,855
The following table sets forth the cash and cash equivalents, short-term investments and equity securities as of September 30, 2023:
(in thousands) Amortized cost Gross unrealized gains  Gross unrealized losses Fair value
Cash and cash equivalents 286,470 $ — 3 — 286,470
Short-term investments:
Corporate bonds 14,918 — (29) 14,889
U.S. government treasury bills 35,111 — 57 35,054
Non-current assets - investment in equity securities 3,711 — — 3,711
Total 340,210 $ — § (86) 340,124
As of December 31, 2023, financial assets and liabilities measured and recognized at fair value are as follows:
(in thousands) Level 1 Level 2 Level 3 Fair value
Assets
Money market funds 234,679 $ — 3 — 234,679
Corporate bonds — 5,971 — 5,971
U.S. government treasury bills 38,904 — — 38,904
Non-current assets - investment in equity securities — — 3,711 3,711
Total 273,583 $ 5971 $ 3,711 283,265
Total financial liabilities — 3 — 3 — —

11
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As of September 30, 2023, financial assets and liabilities measured and recognized at fair value are as follows:

(in thousands) Level 1 Level 2 Level 3 Fair value
Assets
Money market funds $ 245,654 $ — 3 — 3 245,654
Corporate bonds — 14,889 — 14,889
U.S. government treasury bills 35,054 — — 35,054
Non-current assets - investment in equity securities — — 3,711 3,711
Total financial assets $ 280,708 $ 14,889 $ 3,711 $ 299,308
Total financial liabilities $ — — § — § —

Contractual maturities of all the investments, as of December 31, 2023, were less than 12 months. The Company does not intend to sell the money market
funds and short-term investments and it is not more likely than not that the Company will be required to sell the investments before recovery of their
amortized cost basis. The unrealized loss on short-term investments have been in a continuous unrealized loss position for less than 12 months. Accrued
interest receivable balance included in the prepaid expenses and other current assets within consolidated balance sheets were $1.2 million and $1.2 million
as of December 31, 2023 and September 30, 2023, respectively. As of December 31, 2023, the gross unrealized losses on short-term investments are related
to market interest rate changes and not attributable to credit.

During 2021 and as amended in 2022, the Company entered into convertible promissory note agreements with a privately held company (‘“Borrower”)
pursuant to which the Company agreed to loan to the Borrower $3.5 million in a series of loan installments, evidenced by a convertible promissory note
having a maturity date of May 1, 2023 (“Convertible Note”). The Convertible Note included an option to convert the Convertible Note into the Borrower’s
equity at the Borrower’s next round of equity financing, and accrued interest at a rate of 4% per annum. In April 2023, the Company exercised the option
and the Borrower issued to the Company ordinary shares which represent a 15% equity interest. As of December 31, 2023, the Company’s equity
investments were categorized as Level 3 within the fair value hierarchy.

The equity investment held by the Company is a VIE, but the Company is not the primary beneficiary. The Company does not have the power to direct the
activities that most significantly impact the economic performance of the investee. The Company’s maximum exposure to loss from this VIE consist of an
equity investment of $3.7 million. Equity investments held by the Company lack readily determinable fair values and therefore the securities are measured
at cost minus impairment, if any, plus or minus changes resulting from observable price changes in orderly transactions for the identical or similar equity
securities of the same issuer. The Company reviews the carrying value of its equity investments for impairment whenever events or changes in business
circumstances indicate the carrying amount of such asset may not be fully recoverable. Impairments, if any, are based on the excess of the carrying amount
over the recoverable amount of the asset. There were no such impairments during the three months ended December 31, 2023 and December 31, 2022.

As of December 31, 2023 and September 30, 2023, there were no financial liabilities categorized as level 3 within the fair value hierarchy. There were no
transfers between Level 1, Level 2 and Level 3 in the periods presented.

The following table provides a reconciliation of beginning and ending balances of the Level 3 financial assets during the three months ended December 31,
2023:

(in thousands) Equity investments Total
Balance as of September 30, 2023 $ 3711  § 3,711
Change in fair value — —

Additions during the year — -
Balance as of December 31, 2023 $ 3,711 § 3,711

4. Balance sheet components

Inventories consist of the following:
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December 31, September 30,

(in thousands) 2023 2023
Raw materials $ 23,753 % 27,024
Work-in-process 2,390 1,113
Finished goods 4,720 3,926

$ 30,863 $ 32,063
There is no consigned inventory balance as of December 31, 2023 and September 30, 2023.
Property and Equipment, net consists of the following:

December 31, September 30,

(in thousands) 2023 2023
Laboratory equipment $ 105,517  $ 104,508
Furniture, fixtures and other equipment 3,575 3,484
Vehicles 129 85
Computer equipment 3,128 3,103
Computer software 8,813 5,507
Leasehold improvements 57,410 57,271
Construction in progress 5,259 8,528

$ 183,831 § 182,486
Less: Accumulated depreciation (57,606) (50,656)

$ 126,225  § 131,830

As of December 31, 2023, the construction in progress mainly represents equipment costs and software development costs. Total depreciation expense was
$6.9 million for the three months ended December 31, 2023 and $3.9 million for the three months ended and December 31, 2022, respectively.

Other current liabilities

The other current liabilities consist of the following:

December 31, September 30,
(in thousands) 2023 2023
Income and other taxes payable $ 3,197 $ 4,374
Deferred revenue 2,644 2,999
Other current liabilities 577 430
$ 6,418 $ 7,803

5. Goodwill and intangible assets

There were no changes to the carrying value of goodwill during the three months ended December 31, 2023. Total amortization expense related to finite-
lived intangible assets was $1.3 million for the three months ended December 31, 2023 and $1.4 million for the three months ended December 31, 2022.

The goodwill balance is presented below:

(in thousands) December 31, 2023 September 30, 2023
Balance at beginning of period/year $ 85811 § 85,811
Balance at end of period/year $ 85,811 § 85,811
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The intangible assets balances are presented below:

December 31, 2023

Weighted average Gross
Amortization period carrying Accumulated Net book
(in thousands, except for years) in years amount amortization value
Developed Technology 15 50,020 $ (8,451) 41,569
Customer Relationships 11 15,210 (3,864) 11,346
Tradenames & Trademarks 3 900 (625) 275
Total finite-lived intangible assets 66,130 $ (12,940) 53,190
September 30, 2023
Weighted average Gross
Amortization period carrying Accumulated Net book
(in thousands, except for years) in years amount amortization value
Developed Technology 15 50,020 $ (7,636) 42,384
Customer Relationships 11 15,210 (3,461) 11,749
Tradenames & Trademarks 3 9200 $ (550) 350
Total finite-lived intangible assets $ 66,130 $ (11,647) $ 54,483

6. Commitments and contingencies
Legal proceedings

The Company may be subject to litigation, claims and disputes in the ordinary course of business. There is an inherent risk in any litigation or dispute and
no assurance can be given as to the outcome of any claims.

Securities Class Action

On December 12, 2022, a putative securities class action lawsuit captioned Peters v. Twist Bioscience Corporation, et al., Case No. 22-cv-08168 (N.D.
Cal.) (“Securities Class Action”) was filed in federal court in the Northern District of California (“Court”) against the Company, its Chief Executive
Officer, and its Chief Financial Officer (the “Defendants”) alleging violations of federal securities laws. The Securities Class Action’s claims are based in
large part on allegations made in a report issued on November 15, 2022 by Scorpion Capital (“Scorpion Report”) concerning, among other things, the
Company’s DNA chip technology and accounting practices. The initial complaint filed in the Securities Class Action alleges that various statements that
the defendants made between December 13, 2019 and November 14, 2022 were materially false and misleading in light of the allegations in the Scorpion
Report. The plaintiff who initiated the lawsuit sought to represent a class of shareholders who acquired shares of the Company’s common stock between
December 13,2019 and November 14, 2022 and sought damages as well as certain other costs. On July 28, 2023, the Court appointed a new plaintiff, not
the original plaintiff who filed the case, as lead plaintiff in the case and appointed a new law firm as lead counsel. On October 11, 2023, the lead plaintiff
filed an amended complaint. The amended complaint is purportedly brought on behalf of all persons other than the Defendants who acquired the
Company’s securities between December 20, 2018 and November 15, 2022. The amended complaint alleges that certain statements regarding, among other
things, the Company’s DNA products and accounting practices were false and misleading.

This case remains in the preliminary stage. Given the inherent uncertainty of litigation and the legal standards that must be met, including class certification
and success on the merits, the Company cannot express an opinion on the likelihood of an unfavorable outcome or on the amount or range of any potential
loss. The Company and the other defendants intend to vigorously defend themselves against the claims asserted against them, and filed a motion to dismiss
the amended complaint on December 6, 2023. The plaintiffs filed a response in opposition to the motion to dismiss on January 26, 2024, and the Company
intends to file a reply brief by February 23, 2024. The Court is scheduled to hear that motion on April 18, 2024.

Derivative Action
On September 25, 2023, a shareholder derivative suit captioned Shumacher vs. Leproust et al., No. 1:23-cv-01048-UNA, was filed in the United States

District Court for the District of Delaware against directors of the Company and an employee (the “Derivative Action”). The suit is based on substantially
the same allegations in the Securities Class Action and seeks to
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recover, on behalf of the Company, damages to the Company arising from, among other things, the Securities Class Action. On November 13, 2023, the
parties to the Derivative Action entered into a stipulation staying the Derivative Action pending resolution of the anticipated motion to dismiss the
defendants have filed in the Securities Class Action.

Indemnifications

In the ordinary course of business, the Company enters into agreements that may include indemnification provisions. Pursuant to such agreements, the
Company may indemnify, hold harmless and defend the indemnified parties for losses suffered or incurred by the indemnified party. Some of the provisions
will limit losses to those arising from third-party actions. In some cases, the indemnification will continue after the termination of the agreement. The
maximum potential amount of future payments the Company could be required to make under these provisions is not determinable. To date, the Company
has not incurred material costs to defend lawsuits or settle claims related to these indemnification provisions. From time to time, the Company has entered
into indemnification agreements with its directors and officers that requires it to indemnify its directors and officers against liabilities that may arise by
reason of their status or service as directors or officers to the fullest extent permitted by law. The Company also has directors’ and officers’ insurance.

Leases

The Company leases certain of its facilities under non-cancellable operating leases expiring at various dates through 2044. The Company is also
responsible for utilities, maintenance, insurance, and property taxes under these leases. The Company's lease payments consist primarily of fixed rental
payments for the right to use the underlying leased assets over the lease terms, as well as payments for common-area-maintenance and administrative
services. The Company often receives customary incentives from its landlords, such as reimbursements for tenant improvements and rent abatement
periods, which effectively reduce the total lease payments owed for these leases. Leases are classified as operating or financing at commencement. The
Company does not have any material financing leases.

Certain leases include options to renew or terminate at the Company’s discretion. The lease terms include periods covered by these options if it is
reasonably certain the Company will renew or not terminate. The Company’s lease agreements do not contain any material residual value guarantees or
restrictive covenants.

Supplemental balance sheet information related to the Company’s operating leases as of December 31, 2023 is as follows:

December 31,
(in thousands) 2023

Assets:
Operating lease right-of-use asset $ 69,093

Current liabilities:

Current portion of operating lease liabilities $ 14,808
Noncurrent liabilities:

Operating lease liabilities, net of current portion $ 77,070

Future minimum lease payments under all non-cancelable operating leases that have commenced as of December 31, 2023 are as follows:
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Operating
(in thousands) leases
Years ending September 30:
Remainder of 2024 11,122
2025 14,924
2026 13,894
2027 8,371
2028 8,471
Thereafter 88,014
Total minimum lease payments 144,796
Less: imputed interest (52,918)
Total operating lease liabilities 91,878
Less: current portion (14,808)
Operating lease liabilities, net of current portion $ 77,070

The statement of cash flows for the three months ended December 31, 2023 include changes in right-of-use assets and operating lease liabilities of $2.4
million and $2.2 million, respectively. For the three months ended December 31, 2022, changes in right-of-use assets and operating lease liabilities were
$1.2 million and $0.9 million, respectively.

Operating lease expense was $4.0 million and $4.1 million for the three months ended December 31, 2023 and 2022, respectively. Cash payments for
amounts included in the measurement of operating lease liabilities were $3.7 million and $3.6 million for the three months ended December 31, 2023 and
2022, respectively. As of December 31, 2023, the weighted-average remaining lease term was 15.3 years and the weighted-average discount rate was 6.5%.

7. Related party transactions

During the three months ended December 31, 2023 and 2022, the Company purchased raw materials from a related party in the amount of $1.3 million and
$2.1 million, respectively. During the three months ended December 31, 2023 and 2022, the Company had revenues from the related party in the amount of
$2.3 million and $0.2 million, respectively. As of December 31, 2023, payable balances and receivable balances with the related party were $0.4 million
and $1.7 million, respectively. Receivable balances with the related party were $1.7 million as of September 30, 2023. Payable balances with the related
parties were immaterial as of September 30, 2023.

8. Income taxes

In determining quarterly provisions for income taxes, the Company uses the annual estimated effective tax rate applied to the actual year-to-date profit or
loss, adjusted for discrete items arising in that quarter. For the three months ended December 31, 2023 and 2022, the Company recorded provisions for
income taxes of $0.1 million and $0.1 million, respectively.

9. Common stock

As of December 31, 2023, the Company had reserved sufficient shares of common stock, with a par value of $0.00001 per share, for issuance upon exercise
of outstanding stock options. Each share of common stock is entitled to one vote. The holders of shares of common stock are also entitled to receive
dividends whenever funds are legally available and when declared by the board of directors.

10. Stock-based compensation

The Company grants stock-based awards, consisting of stock options and restricted stock, to its employees, certain non-employee consultants and certain
members of its board of directors. The Company measures stock-based compensation expense for restricted stock and stock options granted to its
employees and directors on the date of grant and recognizes the corresponding compensation expense of those awards over the requisite service period,
which is generally the vesting period of the respective award. The Company measures stock-based compensation expense for restricted stock and stock
options granted to non-employee consultants on the date of grant and recognizes the corresponding compensation expense
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of those awards over the period in which the related services are received. The Company adjusts for actual forfeitures as they occur.

2018 Equity Incentive Plan

On September 26, 2018, the board of directors adopted the 2018 Equity Incentive Plan (the “2018 Plan”) as a successor to the 2013 Stock Plan (the “2013
Plan”). Any shares subject to outstanding awards under the 2013 Plan that are canceled or repurchased subsequent to the 2018 Plan’s effective date are
returned to the pool of shares reserved for issuance under the 2018 Plan. Awards granted under the 2018 Plan may be non-statutory stock options, stock
appreciation rights, restricted stock, restricted stock units, performance shares, and performance units.

Inducement Equity Incentive Plan

On August 22, 2023, the board of directors adopted an inducement equity incentive plan (the “Inducement Plan”). The maximum aggregate number of
shares that may be issued under the Inducement Plan is 700,000 of the Company's common stock. The Inducement Plan permits the grant of non-statutory
stock options, restricted stock, restricted stock units, stock appreciation rights, performance units and performance shares. The shares issuable under the
Inducement Plan are registered pursuant to a registration statement on Form S-8 filed with the Securities and Exchange Commission on August 25, 2023.

Restricted Stock Units

Restricted stock consists of restricted stock unit awards (“RSUs”) which have been granted to employees and non-employee directors. The value of an RSU
award is based on the Company’s stock price on the date of grant. Employee grants generally vest over four years and non-employee director grants
generally vest over one year. Forfeitures of RSUs are recognized as they occur. The shares underlying the RSU awards are not issued until the RSUs vest.
Upon vesting, each RSU converts into one share of the Company’s common stock.

Activity with respect to the Company’s restricted stock units during the three months ended December 31, 2023 was as follows:

(in thousands, except per share data) Shares Weighted average grant date fair value per share

Nonvested shares at September 30, 2023 1,620 $ 40.73
Granted 1,035 22.14
Vested/Issued (152) 43.58
Forfeited (84) 50.29

Nonvested shares at December 31, 2023 2,419 $ 32.29

As of December 31, 2023, there was $71.5 million of total unrecognized compensation cost related to these awards that is expected to be recognized over a
weighted average period of 2.8 years. The total grant date fair value of RSUs awarded during the three months ended December 31, 2023 was $22.9
million.

Performance Stock Units

Performance stock unit awards (“PSUs”) granted to certain employees will vest upon achievement of operational milestones related to the Wilsonville
facility, and to Company executives will vest upon achievement of revenue, gross profit and cash balance metrics as determined by the board of directors,

and to certain non-employee consultants will vest upon achievement of operational milestones. Stock compensation expense for PSUs is recorded over the
vesting period based on the grant date fair value of the awards and probability of the achievement of specified performance targets. The grant date fair
value is equal to the closing share price of the Company’s common stock on the date of grant. For employees, PSUs generally vest over a one to three-year
service period following the grant date, provided that the recipient is a Company employee at the time of vesting and the performance targets applicable to
each award are achieved. For non-employees, PSUs generally vest over a one to three-year service period following the grant date, provided that the
performance targets applicable to each award are achieved. The percentage of PSUs that vest will depend on the achievement of specified performance
targets at the end of the performance period and can range from 0% to 150% of the number of units granted. Any PSUs that are unvested at the end of the
performance period are forfeited. Forfeitures of PSUs are recognized as they occur.

Activity under the PSUs during the three months ended December 31, 2023 is summarized below:
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(in thousands, except per share data) Shares Weighted average grant date fair value per share

Nonvested shares at September 30, 2023 932 $ 36.82
Granted 570 17.31
Vested/Issued (82) 80.27
Forfeited (15) 48.37

Nonvested shares at December 31, 2023 1,405 $ 26.23

As of December 31, 2023, the unrecognized compensation costs related to these awards was $27.2 million based on the maximum achievement of the
performance targets. The Company expects to recognize those costs over a weighted average period of 1.6 years. The total grant date fair value of PSUs
awarded during the three months ended December 31, 2023 was $9.9 million.

Options

Options are generally granted to employees and were granted to non-employee directors until FY 2020. Stock options entitle the holder to purchase, at the
end of the vesting term, a specified number of shares of Company common stock at an exercise price per share equal to the closing market price of the
common stock on the date of grant. Stock options have a contractual life from the date of the grant and a vesting schedule as established by the board of
directors. The maximum term of stock options granted under the 2018 Plan is 10 years and the awards generally vest over a four-year period. Forfeitures of
options are recognized as they occur. The fair value of each service based stock option grant is estimated on the date of grant using the Black-Scholes
option-pricing model. The Company historically had been a private company and lacked company-specific historical and implied volatility information for
its stock. Therefore, it estimated its expected stock price volatility based on the historical volatility of publicly traded peer companies through the period
ended December 31, 2023 and utilized the “simplified” method for awards that qualify as “plain-vanilla” options. As determined under the simplified
method, the expected term of stock options granted is calculated based on contractual and vesting terms of the option award, the risk-free interest rate is
determined by reference to the U.S. Treasury yield curve in effect at the time of grant of the award for time periods approximately equal to the expected
term of the award, and the expected dividend yield is zero based on the fact that the Company has never paid cash dividends on common stock and does not
expect to pay any cash dividends in the foreseeable future.

Options activity during the three months ended December 31, 2023 is summarized below:

Weighted average

Weighted average exercise remaining contractual
(in thousands, except per share data) Shares price per share term (years) Aggregate intrinsic value
Outstanding at September 30, 2023 2,119 § 24.18 525 §$ 6,715
Forfeited (85) 34.45 — —
Exercised (58) 16.42 — 483
Outstanding at December 31, 2023 1,976 $ 23.97 1.86 $ 29,951
Nonvested at December 31, 2023 19 77.89 5.48 5
Exercisable at December 31, 2023 1,958 $ 23.46 1.82 $ 29,946

As of December 31, 2023, the unrecognized compensation costs related to these awards was $0.8 million. The Company expects to recognize those costs
over a weighted average period of 1.0 year. The Company did not grant any options during the year ended December 31, 2023.

Performance Stock Options

On September 1, 2020, the board of directors approved the implementation of a revised annual equity award program for executive officers, senior level
employees and consultants to be granted as performance-based stock options ("PSOs") under the 2018 Plan. The PSOs issued to executive officers and
senior level employees vested in prior years. The number of PSOs ultimately earned under the awards to a consultant is calculated based on the
achievement of certain operational milestones. The maximum term of performance stock options granted under the 2018 Plan is 10 years for both
employees and non-employees. The awards generally vest over a two-year period for executive officers and senior level employees. Awards to non-
employees generally vest over a five-year period.
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The provisions of the PSOs are considered a performance condition, and the effects of that performance condition are not reflected in the grant date fair
value of the awards. The Company used the Black-Scholes method to calculate the fair value at the grant date without regard to the vesting condition and
will recognize compensation cost for the options that are expected to vest.