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SweetSpot Diabetes Care platform, we are building
a cloud-bosed infrastructure that will enable patients
and their caregivers to receive realtime glucose
information and alerts on their mobile devices.

And we remain dedicated to the goai of improving
the system’s accuracy so that if may one day

replace fingersticks.

We are also excited about our future markets.

We have submitted an application o the U.S. Food

& Drug Administration seeking approval for use of our
G4 PLATINUM system by children under age eighteen.
Our development and commercidl teams are also
working hard fo integrate our G4 PLATINUM system with
the insulin pump technologies of Animas Corporation
and Tandem Diabetes Care. We expect these
integrated offerings will broaden our commercial
reach as Animas and Tandem each infroduce their

pump patients fo our best-in-class CGM system,

Last, but not least, we are working every day

to shrengthen our business fundamentals.
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We have also recently expanded the sales
organization o alevel that we believe will drive

and accelerate our growth.

In closing, we want to sincerely thank our patients
and their caregivers for entrusting us to help them
take control of their diabetes, as well as our boord
members and employees for helping us achieve

significant milestones during 2012,
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With its significantly improved accuracy, In addition, the benefits of CGM are widely

convenience and reliability, we believe that recognized by private insurance companies in
the G4 PLATINUM fulfills the original promise the U.S., making reimbursement very accessible
of CGM as the first and most essential ool to most individuals.

in the freatment of diabetes.

The strength of our core technology, coupled with
our successful launch of the G4 PLATINUM, drove
fremendous growth again during 2012. More new
patients joined the Dexcom family in 2012 than
ever before. This increased adoption ted fo a 41%
increase in product revenue from 2011, with our

international business also growing ot a rapid rate.

While we are very pleased with the growing

demand for the G4 PLATINUM, we are equally
With this critical data, patients can make informed focused on continuing to develop our system
and fimely decisions to better control their diabetes. to make it more accurate, more connected and

simpler to use. To that end, we continue to make

progress towards a next generation system that

is more mobile and connected. Through our




In the United States alone, approximately

26 million people have diabetes. Without

the data derived from continuous glucose
monitoring ("CGM") technologies, we believe
that patients simply don't have the right tools
to adequately manage their glucose levels.
With our CGM platform, we provide a simple
and effective tool to enable patients and
their caregivers to implement proper therapies,
manage their diabetes and improve

their health.

We have long been a pioneer and innovator
in CGM technologies, and 2012 marked a
watershed year in this regard as we gained
approval for and launched our fourth
generation system: the Dexcom G4® PLATINUM
(the "G4 Platinum”} continuous glucose

monitoring system.
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The approval of the G4 PLATINUM by the FDA allows for the use of the G4 PLATINUM by adults with
diabetes to detect trends and track glucose patterns, to aid in the detection of hypoglycemia and hyperglycemia
and to facilitate acute and long-term therapy adjustments. With the approval of the DexCom G4 system in
Europe and DexCom G4 PLATINUM system in the United States, we plan to reduce marketing and sales efforts
related to SEVEN PLUS.

In-Hospital Product Line: GlucoClear®

To address the in-hospital patient population, we entered into an exclusive agreement with Edwards
Lifesciences LLC (“Edwards™) to develop jointly and market a specific product platform for the in-hospital
glucose monitoring market, with an initial focus on the development of an intravenous sensor specifically for the
critical care market. In October 2009, we received CE Mark approval for our first generation blood-based in-vivo
automated glucose monitoring system, which we have branded the GlucoClear, for use by healthcare providers in
the hospital, and in January 2013 Edwards received CE Mark approval for the second generation system. In
partnership with Edwards, we initiated a very limited launch of the GlucoClear system in Europe in 2009 and
Edwards plans to initiate another limited launch in Europe of the second generation GlucoClear during 2013.

SweetSpot

Through our acquisition of SweetSpot Diabetes Care, Inc. (“SweetSpot™) in 2012, we have a software
platform that enables our customers to aggregate and analyze data from certain diabetes devices and to share it
with their healthcare providers. In November 2011, SweetSpot received 510(k) clearance from the FDA to
market to clinics a data management service, which helps healthcare providers and patients see, understand and
use blood glucose meter data to diagnose and manage diabetes. SweetSpot’s data transfer service is registered
with the FDA as a Medical Device Data System (“MDDS”) and allows researchers to control the transfer of data
from patient diabetes devices to research tools and databases according to their own research workflows.
SweetSpot’s software provides an advanced cloud-based platform for uploading, processing and delivering health
data and transforms raw output from patient medical devices into useful information for healthcare providers,
patients and researchers.

Background

From inception to 2006, we devoted substantially all of our resources to start-up activities, raising capital
and research and development, including product design, testing, manufacturing and clinical trials. Since 2006,
we have devoted considerable resources to the commercialization of our ambulatory continuous glucose
monitoring systems, including the SEVEN PLUS and G4 PLATINUM, as well as the continued research and
clinical development of our technology platform.

The International Diabetes Federation (“IDF”) estimates that in 2012, 371 million people around the world
had diabetes, and the Centers for Disease Control (“CDC”) estimates that in 2010, diabetes affected 25.8 million
people in the United States, of which 7.0 million were undiagnosed. IDF estimates that by 2030, the worldwide
incidence of people suffering from diabetes will reach 552 million. The increased prevalence of diabetes is
believed to be the result of an aging population, unhealthy diets and increasingly sedentary lifestyles. According
to the CDC, diabetes was the seventh leading cause of death by disease in the United States during 2007, and
complications related to diabetes include heart disease, limb amputations, loss of kidney function and blindness.
According to the IDF, there were more than 180,000 deaths attributable to diabetes in the United States and
4.8 million deaths attributable to diabetes globally in 2012.

According to a CDC spokesman cited in a New York Times article from January of 2006, one in every three
children born in the United States in 2001 was expected to develop diabetes in their lifetimes, and every day in
the United States, on average, 4,100 people would be diagnosed with diabetes, 230 people would undergo
amputations as a result of diabetes, 120 people would enter end-stage kidney disease programs and 55 people
would lose their vision.



According to the American Diabetes Association (“ADA”) one in every ten health care dollars was spent on
treating diabetes in 2007, and the direct medical costs and indirect expenditures attributable to diabetes in the
United States were an estimated $174 billion, an increase of $42 billion since 2002. Of the $174 billion in overall
expenses, the ADA estimated that approximately $89 billion were costs associated with chronic complications
and excess general medical costs, $27 billion were costs associated with diabetes care and $58 billion were
indirect medical costs. The ADA also found that average medical expenditures among people with diagnosed
diabetes were 2.3 times higher than for people without diabetes. According to the IDF, expenditures attributable
to diabetes were an estimated $201 billion in the United States and $465 billion globally in 2011, and $471
billion globally in 2012. The IDF estimates that expenditures attributable to diabetes will grow to $595 billion by
2030.

We believe continuous glucose monitoring has the potential to enable more people with diabetes to achieve
and sustain tight glycemic control. The Diabetes Control and Complications Trial (“DCCT”’) demonstrated that
improving blood glucose control lowers the risk of developing diabetes-related complications by up to 50%. The
study also demonstrated that people with Type 1 diabetes achieved sustained benefits with intensive
management. Yet, according to an article published in the Journal of the American Medical Association
(“JAMA”) in 2004, less than 50% of diabetes patients were meeting ADA standards for glucose control (Alc),
and only 37% of people with diabetes were achieving their glycemic targets. The CDC estimated that as of 2006,
63.4% of all adults with diabetes were monitoring their blood glucose levels on a daily basis, and that 86.7% of
insulin-requiring patients with diabetes monitored daily.

Various clinical studies also demonstrate the benefits of continuous glucose monitoring and that continuous
glucose monitoring is equally effective in patients who administer insulin through multiple daily injections or
through use of continuous subcutaneous insulin infusion pumps. Results of a Juvenile Diabetes Research
Foundation (“JDRF”) study published in the New England Journal of Medicine in 2008, and the extension phase
of the study, published in Diabetes Care in 2009, demonstrated that continuous glucose monitoring improved
Alc levels and reduced incidence of hypoglycemia for patients over the age of 25 and for all patients of all ages
who utilized continuous glucose monitoring regularly.

Our initial target market in the United States consists of an estimated 30% of people with Type 1 diabetes
who utilize insulin pump therapy and an estimated 50% of people with Type 1 diabetes who utilize multiple daily
insulin injections. Our broader target market in the United States consists of our initial target market plus an
estimated 20% of people with Type 1 diabetes using conventional insulin therapy and the estimated 27% of
people with Type 2 diabetes who require insulin. Although our initial focus is within the United States, our CE
Mark approval also enables us to commercialize our system in those European, Asian and Latin American
countries that recognize the CE Mark.

We have built a direct sales organization to call on endocrinologists, physicians and diabetes educators who
can educate and influence patient adoption of continuous glucose monitoring. We believe that focusing efforts on
these participants is important given the instrumental role they each play in the decision-making process for
diabetes therapy. To complement our direct sales efforts, we have entered into a limited number of distribution
arrangements that allow distributors to sell our products. We believe our direct, highly specialized and focused
sales organization is sufficient for us to support our sales efforts.

We are leveraging our technology platform to enhance the capabilities of our current products and to
develop additional continuous glucose monitoring products. In 2008 and 2012, we entered into development
agreements with Animas Corporation (“Animas”), a subsidiary of Johnson & Johnson, and with Tandem
Diabetes Care, Inc. (“Tandem”). The purpose of each of these development relationships is to integrate our
technology into the insulin pump product offerings of the respective partner, enabling the partner’s insulin pump
to receive glucose readings from our transmitter and display this information on the pump’s screen. The Animas
insulin pump product augmented with our sensor technology has been branded the Vibe®, and received CE Mark
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approval in May 2011, which allows Animas to market the Vibe in the countries that recognize CE Mark
approvals. We also have previously entered into similar development agreements with Insulet Corporation
(“Insulet”) and Roche Diagnostics Operations, Inc. (“Roche”); however, we are not currently engaging in any
development efforts with Insulet or Roche.

On October 5, 2012, we received FDA approval for the G4 PLATINUM system. On June 14, 2012, we
received CE Mark approval for the G4 system, enabling commercialization of the DexCom G4 system in the
European Union and the countries in Asia and Latin America that recognize the CE Mark. Our G4 PLATINUM
system features improved sensor reliability, stability and accuracy over the useful life of the sensor, and is
suitable for large scale manufacturing. We are seeking approval for a pediatric indication (people with diabetes
under 18 years of age) and intend to seek a pregnancy indication (people who develop gestational diabetes during
pregnancy) for our product platform in the future.

On February 21, 2012, we entered into an Agreement and Plan of Merger (the “Merger Agreement”) to
acquire SweetSpot. Pursuant to the Merger Agreement, DexCom acquired SweetSpot and SweetSpot became a
wholly owned subsidiary of DexCom (the “Merger”). The Merger was consummated on March 6, 2012.
SweetSpot is a healthcare-focused information technology company with a platform for uploading and
processing data from diabetes devices to advance the treatment of diabetes. SweetSpot specializes in turning raw
output from patient devices into information for healthcare providers, patients and researchers. Through our
acquisition of SweetSpot, we have a software platform that enables our customers to aggregate and analyze data
from diabetes devices and share it with their healthcare providers.

Our development timelines with each of our partners are highly dependent on our ability to achieve clinical
endpoints and regulatory requirements and to overcome technology challenges, and our development timelines
may be delayed due to extended regulatory approval timelines, scheduling issues with patients and investigators,
requests from institutional review boards, sensor performance and manufacturing supply constraints, among
other factors. In addition, support of these clinical trials requires significant resources from employees involved
in the production of our products, including research and development, manufacturing, quality assurance, and
clinical and regulatory personnel. Even if our development and clinical trial efforts are successtul, our products
may not be approved by regulatory bodies, and if approved, we may not achieve acceptance in the marketplace
by physicians and patients.

As a medical device company, reimbursement from Medicare and private third-party healthcare payors is an
important element of our success. Although the Centers for Medicare and Medicaid (“CMS”) released 2008
Alpha-Numeric Healthcare Common Procedure Coding System (“HCPCS”) codes applicable to each of the three
components of our continuous glucose monitoring systems, to date, our approved products are not reimbursed by
virtue of a national coverage decision by Medicare. It is not known when, if ever, Medicare will adopt a national
coverage decision with respect to continuous glucose monitoring devices. Until any such coverage decision is
adopted by Medicare, reimbursement of our products will generally be limited to those patients covered by third-
party payors that have adopted coverage policies for continuous glucose monitoring devices that includes our
devices. As of February 2013, the seven largest private third-party payors, in terms of the number of covered
lives, have issued coverage policies for the category of continuous glucose monitoring devices. In addition, we
have negotiated contracted rates with six of those third-party payors for the purchase of our SEVEN PLUS and
G4 PLATINUM systems by their members. Many of these coverage policies are restrictive in nature and require
the policy holder to comply with extensive documentation and other requirements to demonstrate medical
necessity under the policy. In addition, people with diabetes who are insured by payors that do not offer coverage
for our devices will have to bear the financial cost of the products. We currently employ in-house reimbursement
expertise to assist people with diabetes in obtaining reimbursement from private third-party payors. We also
maintain a field-based reimbursement team charged with calling on third-party private payors to obtain coverage
decisions and contracts. We have had formal meetings and have increased our efforts to create and liberalize
coverage policies with third-party payors and expect to continue to do so in 2013. However, unless government
and other third-party payors provide adequate coverage and reimbursement for our products, people with diabetes
may not use them on a widespread basis.



We plan to develop future generations of technologies focused on improved performance and convenience
and that will enable intelligent insulin administration. Over the longer term, we plan to develop networked
platforms with open architecture, connectivity and transmitters capable of communicating with other devices.

Market Opportunity
Diabetes

Diabetes is a chronic, life-threatening disease for which there is no known cure. The disease is caused by the
body’s inability to produce or effectively utilize the hormone insulin. This inability prevents the body from
adequately regulating blood glucose levels. Glucose, the primary source of energy for cells, must be maintained
at certain concentrations in the blood in order to permit optimal cell function and health. Normally, the pancreas
provides control of blood glucose levels by secreting the hormone insulin to decrease blood glucose levels when
concentrations are too high. In people with diabetes, the body does not produce sufficient levels of insulin, or
fails to utilize insulin effectively, causing blood glucose levels to rise above normal. This condition is called
hyperglycemia and often results in chronic long-term complications such as heart disease, limb amputations, loss
of kidney function and blindness. When blood glucose levels are high, people with diabetes often administer
insulin in an effort to decrease blood glucose levels. Unfortunately, insulin administration can drive blood
glucose levels below the normal range, resulting in hypoglycemia. In cases of severe hypoglycemia, people with
diabetes risk acute complications, such as loss of consciousness or death. Due to the drastic nature of acute
complications associated with hypoglycemia, many people with diabetes are reluctant to reduce blood glucose
levels. Consequently, these individuals often remain in a hyperglycemic state, increasing their odds of
developing long-term chronic complications.

Diabetes is typically classified into two major groups: Type 1 and Type 2. We estimate that there are
approximately 1.3 million Type 1 diabetes patients in the United States. Type 1 diabetes is an autoimmune
disorder that usually develops during childhood and is characterized by an absence of insulin, resulting from
destruction of the insulin producing cells of the pancreas. Individuals with Type 1 diabetes must rely on frequent
insulin injections in order to regulate and maintain blood glucose levels. We estimate that there are
approximately 24.5 million people with Type 2 diabetes in the United States. Type 2 diabetes is a metabolic
disorder which results when the body is unable to produce sufficient amounts of insulin or becomes insulin
resistant. Depending on the severity of Type 2 diabetes, individuals may require diet and nutrition management,
exercise, oral medications or insulin injections to regulate blood glucose levels. We estimate that approximately
3.6 million Type 2 patients must use insulin to manage their diabetes.

There are various subgroups of people with diabetes, including in-hospital patients, who present significant
management challenges. According to the ADA, diabetes related hospitalizations totaled 24.3 million days in
2007, an increase of 7.4 million days from 2002. Additionally, studies show that many hospital patients without
diabetes suffer episodes of hyperglycemia. According to a Diabetes Care article, as of 1998, as many as
1.5 million hospitalized patients had significant hyperglycemia without a history of diabetes. A November 2001
article in the New England Journal of Medicine summarized a study of over 1,500 hospitalized patients, of which
only 13% had diabetes, which concluded that intensive insulin therapy to maintain blood glucose levels within a
target range reduced mortality among critically ill patients in the surgical intensive care unit and improved
patient outcomes.

According to the National Diabetes Education Program, about 75% of all newly diagnosed cases of Type 1
diabetes in the United States occur in juveniles younger than 18 years of age. According to JDRF, the incidence
of Type 1 diabetes among children under the age of 14 is estimated to increase by approximately 3% annually
worldwide. In addition, Type 2 diabetes is occurring with increasing frequency in young people. The increase in
prevalence is related to an increase in obesity amongst children. According to the CDC, approximately one third
of children and adolescents in the United States were overweight or obese as of 2010, and that childhood obesity
has more than doubled in children and tripled in adolescents in the past 30 years.
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Importance of Glucose Monitoring

Blood glucose levels can be affected by many factors, including the carbohydrate and fat content of meals,
exercise, stress, illness or impending illness, hormonal releases, variability in insulin absorption and changes in
the effects of insulin in the body. Given the many factors that affect blood glucose levels, maintaining glucose
within a normal range is difficult, resulting in frequent and unpredictable excursions above or below normal
blood glucose levels. People with diabetes manage their blood glucose levels by administering insulin or
ingesting carbohydrates throughout the day in order to maintain blood glucose within normal ranges. People with
diabetes frequently overcorrect and fluctuate between hyperglycemic and hypoglycemic states, often multiple
times during the same day. As a result, many people with diabetes are routinely outside the normal blood glucose
range. People with diabetes are often unaware that their glucose levels are either too high or too low, and their
inability to completely control blood glucose levels and the associated serious complications can be frustrating
and, at times, overwhelming.

In an attempt to maintain blood glucose levels within the normal range, people with diabetes must first
measure their blood glucose levels. Often after measuring their blood glucose levels, people with diabetes make
therapeutic adjustments. As adjustments are made, additional blood glucose measurements may be necessary to
gauge the individual’s response to the adjustments. More frequent testing of blood glucose levels provides people
with diabetes with information that can be used to better understand and manage their diabetes. The ADA
recommends that most people with type 1 diabetes test their blood glucose levels at least three or more times per
day, and that significantly more frequent testing may be required to reach Alc targets safely without
hypoglycemia.

Clinical outcomes data support the notion that an important component of effective diabetes management is
frequent monitoring of blood glucose levels. The landmark 1993 DCCT consisting of patients with Type 1
diabetes, and the 1998 UK Prospective Diabetes Study, consisting of patients with Type 2 diabetes, demonstrated
that people with diabetes who intensely managed blood glucose levels delayed the onset and slowed the
progression of diabetes-related complications. In the DCCT, a major component of intensive management was
monitoring blood glucose levels at least four times per day using conventional single-point blood glucose meters.
The DCCT demonstrated that intensive management reduced the risk of complications by 76% for eye disease,
60% for nerve disease and 50% for kidney disease. However, the DCCT also found that intensive management
led to a three-fold increase in the frequency of hypoglycemic events. In the December 2005 edition of the New
England Journal of Medicine, the authors of a peer-reviewed study concluded that intensive diabetes therapy has
long-term beneficial effects on the risk of cardiovascular disease in patients with Type 1 diabetes. The study
showed that intensive diabetes therapy reduced the risk of cardiovascular disease by 42% and the risk of non-
fatal heart attack, stroke or death from cardiovascular disease by 57%.

Limitations of Existing Glucose Monitoring Products

Single-point finger stick devices are the most prevalent devices for glucose monitoring. These devices
require taking a blood sample with a finger stick, placing a drop of blood on a test strip and inserting the strip
into a glucose meter that yields a single point in time blood glucose measurement. We believe that these devices
suffer from several limitations, including:

o  Limited Information. Even if people with diabetes test several times each day, each measurement
represents a single blood glucose value at a single point in time. Given the many factors that can affect
blood glucose levels, excursions above and below the normal range often occur between these discrete
measurement points in time. Because people with diabetes only have single-point data, they do not gain
sufficient information to indicate the direction or rate of change in their blood glucose levels. Without
the ability to determine whether their blood glucose level is rising, falling or holding constant, and the
rate at which their blood glucose level is changing, the individual’s ability to effectively manage and
maintain blood glucose levels within normal ranges is severely limited. Further, people with diabetes
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cannot test themselves during sleep, when the risk of hypoglycemia is significantly increased. In
addition, existing technology generally limits individuals’ ability to store their glucose data in servers
or systems independent of the blood glucose meter.

The following graph shows the limited information provided by four single-point measurements during
a single day using a traditional single-point finger stick device, compared to the data provided by our
continuous sensor. The data presented in the graph is from a clinical trial we completed in 2003 with a
continuous glucose monitoring system, where the patient was blinded to the continuous glucose data.
The continuous data indicates that, even with four finger sticks in one day, the patient’s blood glucose
levels were above the target range of 80-140 milligrams per deciliter (“mg/dI™) for a period of 13.5
hours.

Single Day Continuous Data

{ Fingerstick 4.2 Hours
after passing 210 mg/di

Above 210 for
4.8 Hours

Above 140 for
13.5 Hours
" £ F . i 2 i A i ws ® i v Y e o ' & A & F 4 e
} 4 L2 L4 L 4 ¥ L L ¥ x ki ¥

2 4 6 8 10 12 14 16 18 20 22 24
Time (Hours)

e DexCom Continuous Data @ Finger Stick

Inconvenience. The process of measuring blood glucose levels with single-point finger stick devices
can cause significant disruption in the daily activities of people with diabetes and their families. People
with diabetes using single-point finger stick devices must stop whatever they are doing several times
per day, self-inflict a painful prick and draw blood to measure blood glucose levels. To do so, people
with diabetes must always carry a fully supplied kit that may include a spring-loaded needle, or lancet,
disposable test strips, cleansing wipes, and the meter, and then safely dispose of the used supplies. This
process is inconvenient and may cause uneasiness in social situations.

Difficulty of Use. To obtain a sample with single-point finger stick devices, people with diabetes
generally prick one of their fingertips or, occasionally, a forearm with a lancet. They then squeeze the
area to produce the blood sample and another prick may be required if a sufficient volume of blood is
not obtained the first time. The blood sample is then placed on a disposable test strip that is inserted
into a blood glucose meter. This task can be difficult for individuals with decreased tactile sensation
and visual acuity, which are common complications of diabetes.
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Pain. Although the fingertips are rich in blood flow and provide a good site to obtain a blood sample,
they are also densely populated with highly sensitive nerve endings. This makes the lancing and
subsequent manipulation of the finger to draw blood painful. The pain and discomfort are compounded
by the fact that fingers offer limited surface area, so tests are often performed on areas that are sore
from prior tests. People with diabetes may also suffer pain when the finger prick site is disturbed
during regular activities.

We believe a market opportunity exists for a glucose monitoring system that provides continuous glucose
information, including trends, and that is convenient and easy to use. Several companies have attempted to
address the limitations of single-point finger stick devices by developing continuous glucose monitoring systems.
To date, in addition to DexCom, we are aware of three other companies, Cygnus, Inc. (“Cygnus”), Medtronic,
Inc. (“Medtronic”) and Abbott Diabetes Care, Inc. (“Abbott”), that have received approval from the FDA to
market continuous glucose monitors. We believe that one of the products, originally developed and marketed by
Cygnus, is no longer actively marketed. Abbott has discontinued selling its Freestyle Navigator glucose
monitoring system in the United States; however, Abbott recently filed a clinical study for home use of the
Navigator II system in the United States and in October 2012 they initiated a limited launch of the Navigator II
system in Europe. In addition, we believe others are developing invasive and non-invasive continuous glucose
monitoring systems. Except for our SEVEN, SEVEN PLUS, and G4 PLATINUM, we believe that none of the
products that have received FDA approval are labeled for more than five days of use. We also believe that none
of the products that have received FDA approval are labeled for use as a replacement for single-point finger stick
devices.

The DexCom Solution
Our G4 PLATINUM system offers the following advantages to people with diabetes:

«  Improved Outcomes. Data published in a peer-reviewed article based on our approval support trial for
our first system demonstrated that patients using the system showed statistically significant
improvements in maintaining their glucose levels within the target range when compared to patients
relying solely on single-point finger stick measurements. Additional peer-review published data from
our trial for the SEVEN demonstrated that patients with access to seven days of continuous glucose
data statistically improved glucose control by further increasing their time spent with glucose levels in
the target range, thereby reducing time spent in both hyperglycemic and hypoglycemic ranges. Peer-
review published data from our repeated use trial demonstrated a statistically significant reduction in
hemoglobin A lc levels, a measure of the average amount of glucose in the blood over the prior three
months, in patients using our system compared to patients relying solely on single-point finger stick
measurements. Finally, results of a major multicenter clinical trial funded by the Juvenile Diabetes
Research Foundation demonstrated that patients with Type 1 diabetes who used continuous glucose
monitoring devices to help manage their disease experienced significant improvements in glucose
control.

e Access to Real-Time Values, Trend Information and Alerts. At the push of a button, people with
diabetes can view their current glucose value, along with a graphical display of one-, three-, six-,
twelve- or twenty-four-hour trend information. Without continuous monitoring, the individual is often
unaware if his or her glucose is rising, declining or remaining constant. Access to continuous real-time
glucose measurements provides people with diabetes information that may aid in attaining better
glucose control. Additionally, our SEVEN PLUS and G4 PLATINUM alert people with diabetes when
their glucose levels approach inappropriately high or low levels so that they may intervene.

«  Intuitive User Interface. We have developed a user interface that we believe is intuitive and easy to
use. The G4 PLATINUM receiver’s compact design includes user-friendly buttons, an easy-to-read
color display, simple navigation tools, audible alerts and graphical display of trend information.

«  Convenience and Comfort. Our SEVEN PLUS and G4 PLATINUM provide people with diabetes
with the benefits of continuous monitoring, without having to perform finger stick tests for every
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measurement. Additionally, the disposable sensor electrode that is inserted under the skin is a very thin
wire, minimizing potential discomfort associated with inserting or wearing the disposable sensor. The
external portion of the sensor, including the transmitter, is small, has a low profile and is designed to be
easily worn under clothing. The wireless receiver is the size of a small digital music player and can be
carried discreetly in a pocket or purse. We believe that convenience is an important factor in achieving
widespread adoption of a continuous glucose monitoring system.

While we believe the SEVEN PLUS and G4 PLATINUM offer these advantages, people with diabetes may
not perceive the benefits of continuous glucose monitoring and may be unwilling to change their current
treatment regimens. Furthermore, we do not expect that our SEVEN PLUS or G4 PLATINUM will appeal to all
types of people with diabetes. The SEVEN PLUS and G4 PLATINUM prompt a person with diabetes to insert a
disposable sensor electrode under their skin at least every seven days, although we are aware of reports from the
field that some individuals have been able to use sensors for periods longer than seven days. People with diabetes
could find this process to be uncomfortable or inconvenient, and may be unwilling to insert a disposable sensor
in their body, especially if their current diabetes management involves no more than two finger sticks per day.
Additionally, the SEVEN PLUS and G4 PLATINUM are not approved as replacement devices for single-point
finger stick devices, must be calibrated initially using measurements from two single-point finger stick tests, and
thereafter at least every 12 hours using single-point finger stick tests, and may be more costly to use.

Our Strategy

Our objective is to become the leading provider of continuous glucose monitoring systems and related
products to enable people with diabetes to more effectively and conveniently manage their disease. We also seek
to develop and commercialize products that integrate our continuous glucose monitoring technologies into the
insulin pump delivery systems of Animas and Tandem, respectively. In addition, we designed, developed and
seek to commercialize, in collaboration with Edwards, the GlucoClear, which is a blood-based in-vivo automated
glucose monitoring system for use by healthcare providers in the hospital for the treatment of patients with and
without diabetes. To achieve these objectives, we are pursuing the following business strategies:

*  Establish our technology platform as the leading approach to continuous glucose monitoring and
leverage our development expertise to rapidly bring products to market. We have developed
proprietary core technology and expertise that provides a broad platform for the development of
innovative products for continuous glucose monitoring. We received approval from the FDA and
commercialized our first product in 2006. In 2007, we received approval and began commercializing
our second generation system, the SEVEN. In 2009 we received approval for our third generation
system, the SEVEN PLUS, which is designed for up to seven days of continuous use, and we began
commercializing this product in the first quarter of 2009. On October 5, 2012, we received approval
from the FDA for our fourth generation system, the DexCom G4 PLATINUM, which is designed for
up to seven days of continuous use, and we began commercializing this product in the U.S. in the
fourth quarter of 2012. We plan to continue to invest in the development of our technology platform
and to obtain additional FDA approvals for our continuous glucose monitoring systems for both the
ambulatory and in-hospital markets as well as for our integrated insulin pump delivery systems. We
expect to continue to provide performance improvements and introduce new products to establish and
maintain a leadership position in the market. In the future, we may develop our technology to support
applications beyond glucose sensing.

*  Drive the adoption of our ambulatory products through a direct sales and marketing effort. We
have a small direct field sales force to call on endocrinologists, physicians and diabetes educators who
can educate and influence patient adoption of continuous glucose monitoring. We believe that focusing
efforts on these participants is important given the instrumental role they each play in the decision-
making process for diabetes therapy. To complement our sales efforts, we have entered into
distribution arrangements that allow distributors to sell our SEVEN PLUS and G4 PLATINUM.
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We currently sell the SEVEN PLUS and G4 PLATINUM only in the United States, Israel, Australia,
New Zealand and in portions of Europe, but plan to expand our sales elsewhere in the future.

Drive additional adoption through technology integration partnerships. We have development
agreements with Animas and Tandem to develop products that will integrate our ambulatory product
technology into the Animas conventional insulin pump, and the Tandem t:slim system, as applicable,
enabling the partner’s insulin pump to receive glucose readings from our transmitter and display this
information on the pump’s screen. We believe people with diabetes who have adopted continuous
subcutaneous insulin infusion (“CSII”) are individuals who more aggressively manage their diabetes
and may be more inclined to utilize our continuous glucose monitoring systems.

Seek broad coverage policies and reimbursement for our products. Our approved products are not
reimbursed by virtue of a national coverage decision by Medicare. As of February 2013, the seven
largest private third-party payors, in terms of the number of covered lives, have issued coverage
policies for the category of continuous glucose monitoring devices. Many of these coverage policies,
however, are restrictive in nature and require the policy holder to comply with extensive documentation
and other requirements to demonstrate medical necessity under the policy. We have negotiated
contracted rates with six of those third-party payors for the purchase of our products by their members.
We currently employ in-house reimbursement expertise to assist people with diabetes in obtaining
reimbursement from private third-party healthcare payors. We also maintain a field-based
reimbursement team charged with calling on third-party private payors to obtain coverage decisions
and contracts.

Drive increased utilization and adoption of our products through a cloud-based data repository
platform. Through our acquisition of SweetSpot, we have a software platform that enables people with
diabetes to aggregate and analyze data from numerous diabetes devices and share the data with their
healthcare providers. We believe that by producing reports detailing metrics such as the individual’s
glycemic variability that may be shared with physicians and caregivers will lead to better health
outcomes, and we expect that as more people with diabetes adopt our system, that utilization of our
sensors will increase.

Expand the use of our 