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WHERE YOU CAN FIND MORE INFORMATION

Investors and others should note that we announce material financial information to our investors using our investor relations website at
investors.ionq.com, press releases, filings with the U.S. Securities and Exchange Commission (“SEC”) and public conference calls and webcasts. We
also use IonQ’s blog and the following social media channels as a means of disclosing information about the company, our products and services, our
planned financials and other announcements and attendance at upcoming investor and industry conferences, and other matters. This is in compliance
with our disclosure obligations under Regulation FD:
 

 •  IonQ Company Blog (https://ionq.com/resources/learn)
 

 •  IonQ LinkedIn Page (https://www.linkedin.com/company/ionq.co)
 

 •  IonQ Twitter Account (https://twitter.com/ionq_inc)
 

 •  IonQ YouTube Account (https://www.youtube.com/@ionq_inc)

Information posted through these social media channels may be deemed material. Accordingly, in addition to reviewing our press releases, SEC filings,
public conference calls and webcasts, investors should monitor IonQ’s blog and our other social media channels. The information we post through these
channels is not part of this Quarterly Report on Form 10-Q. The channel list on how to connect with us may be updated from time to time and is
available on our investor relations website.
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PART 1-FINANCIAL INFORMATION

Item 1. Unaudited Financial Statements

IONQ, INC.
Condensed Consolidated Balance Sheets

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

 
   March 31,   December 31, 
   2023   2022  
Assets          
Current assets:          

Cash and cash equivalents   $ 51,901  $ 44,367 
Short-term investments    335,966   311,430 
Accounts receivable    1,837   3,292 
Prepaid expenses and other current assets    12,638   12,539 

     
 

   
 

Total current assets    402,342   371,628 
Long-term investments    137,646   182,001 
Property and equipment, net    26,488   26,014 
Operating lease right-of-use assets    5,796   3,753 
Intangible assets, net    10,051   8,944 
Goodwill    742   742 
Other noncurrent assets    4,857   4,910 
     

 
   

 

Total Assets   $ 587,922  $ 597,992 
     

 
   

 

Liabilities and Stockholders’ Equity          
Current liabilities:          

Accounts payable   $ 3,597  $ 3,055 
Accrued expenses    9,414   6,655 
Current portion of operating lease liabilities    610   591 
Unearned revenue    6,294   8,729 
Current portion of stock option early exercise liabilities    945   1,130 

     
 

   
 

Total current liabilities    20,860   20,160 
Operating lease liabilities, net of current portion    5,624   3,459 
Unearned revenue, net of current portion    954   1,201 
Stock option early exercise liabilities, net of current portion    741   839 
Warrant liabilities    7,429   3,819 
Other noncurrent liabilities    77   303 
     

 
   

 

Total liabilities   $ 35,685  $ 29,781 
Commitments and contingencies (see Note 8)          
Stockholders’ Equity:          

Common stock $0.0001 par value; 1,000,000,000 shares authorized; 200,122,686 and 199,862,123 shares issued
and outstanding as of March 31, 2023 and December 31, 2022, respectively    20   20 

Additional paid-in capital    779,286   769,848 
Accumulated deficit    (221,640)   (194,302) 
Accumulated other comprehensive loss    (5,429)   (7,355) 

     
 

   
 

Total stockholders’ equity    552,237   568,211 
     

 
   

 

Total Liabilities and Stockholders’ Equity   $ 587,922  $ 597,992 
     

 
   

 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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IONQ, INC.
Condensed Consolidated Statements of Operations

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

 
   

Three Months Ended
March 31,  

   2023   2022  
Revenue   $ 4,285  $ 1,953 
Costs and expenses:          

Cost of revenue (excluding depreciation and amortization)    1,036   568 
Research and development    16,233   7,338 
Sales and marketing    2,667   1,871 
General and administrative    10,581   9,194 
Depreciation and amortization    1,791   1,266 

          

Total operating costs and expenses    32,308   20,237 
          

Loss from operations    (28,023)   (18,284) 
Change in fair value of warrant liabilities    (3,610)   13,448 
Interest income, net    4,231   608 
Other income (expense), net    64   1 
          

Loss before benefit for income taxes    (27,338)   (4,227) 
Benefit for income taxes    —        —      
          

Net loss   $ (27,338)  $ (4,227) 
          

Net loss per share attributable to common stockholders—basic and diluted   $ (0.14)  $ (0.02) 
          

Weighted average shares used in computing net loss per share attributable to common
stockholders—basic and diluted    200,112,855   196,183,247 

          

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

2



Table of Contents

IONQ, INC.
Condensed Consolidated Statements of Comprehensive Loss

(unaudited)
(in thousands)

 
   

Three Months Ended
March 31,  

   2023   2022  
Net loss   $(27,338)  $(4,227) 
Other comprehensive income (loss), net of reclassification adjustments:          

Change in unrealized gain (loss) on available-for-sale securities, net    1,926   (4,540) 
          

Total other comprehensive income (loss)    1,926   (4,540) 
          

Total comprehensive loss   $(25,412)  $(8,767) 
          

The accompanying notes are an integral part of these condensed consolidated financial statements.
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IONQ, INC.
Condensed Consolidated Statements of Changes in Stockholders’ Equity

(unaudited)
(in thousands, except share data)

 
   Stockholders’ Equity  

   Common Stock    

Additional
Paid-in
Capital    

Accumulated
Deficit   

Accumulated
Other

Comprehensive
Loss   

Total
Stockholders’

Equity  
   Shares    Amount               
Balance, December 31, 2022    199,862,123   $ 20   $769,848   $ (194,302)  $ (7,355)  $ 568,211 
Net loss    —      —      —      (27,338)   —     (27,338) 
Other comprehensive income    —      —      —      —     1,926   1,926 
Stock options exercised    131,492    —      52    —     —     52 
Vesting of restricted common stock    125,341    —      282    —     —     282 
Issuance of common stock from the settlement of restricted

stock units    3,730    —      —      —     —     —   
Stock-based compensation    —      —      9,104    —     —     9,104 
     

 
    

 
    

 
    

 
   

 
   

 

Balance, March 31, 2023    200,122,686   $ 20   $779,286   $ (221,640)  $ (5,429)  $ 552,237 
     

 
    

 
    

 
    

 
   

 
   

 

 
   Stockholders’ Equity  

   Common Stock    

Additional
Paid-in
Capital    

Accumulated
Deficit   

Accumulated
Other

Comprehensive
Loss   

Total
Stockholders’

Equity  
   Shares    Amount               
Balance, December 31, 2021    195,630,975   $ 19   $737,150   $ (145,791)  $ (148)  $ 591,230 
Net loss    —      —      —      (4,227)   —     (4,227) 
Other comprehensive loss    —      —      —      —     (4,540)   (4,540) 
Stock options exercised    453,225    1    131    —     —     132 
Vesting of restricted common stock    139,511    —      316    —     —     316 
Issuance of common stock from the settlement of restricted

stock units    168,750    —      —      —     —     —   
Stock-based compensation    —      —      6,848    —     —     6,848 
Warrants exercised    1,487    —      24    —     —     24 
                             

Balance, March 31, 2022    196,393,948   $ 20   $744,469   $ (150,018)  $ (4,688)  $ 589,783 
                             

The accompanying notes are an integral part of these condensed consolidated financial statements.
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IONQ, INC.
Condensed Consolidated Statements of Cash Flows

(unaudited)
(in thousands)

 
   

Three Months Ended
March 31,  

   2023    2022  
Cash flows from operating activities:     
Net loss   $(27,338)   $ (4,227) 
Adjustments to reconcile net loss to net cash used in operating activities:           

Depreciation and amortization    1,791    1,266 
Non-cash research and development arrangements    130    130 
Stock-based compensation    10,268    6,672 
Change in fair value of warrant liabilities    3,610    (13,448) 
Other, net    (1,570)    (490) 

Changes in operating assets and liabilities:           
Accounts receivable    2,044    138 
Prepaid expenses and other current assets    (939)    1,516 
Accounts payable    728    (291) 
Accrued expenses    920    1,571 
Unearned revenue    (3,271)    (1,058) 
Other assets and liabilities    (188)    (103) 

           

Net cash used in operating activities    (13,815)    (8,324) 
Cash flows from investing activities:           
Purchases of property and equipment    (1,185)    (2,672) 
Capitalized software development costs    (843)    (457) 
Intangible asset acquisition costs    (318)    (134) 
Purchases of available-for-sale securities    (64,430)    (311,235) 
Maturities and sales of available-for-sale securities    88,091    10,400 
           

Net cash provided by (used in) investing activities    21,315    (304,098) 
Cash flows from financing activities:           
Proceeds from stock options exercised    52    132 
Other financing, net    (18)    16 
           

Net cash provided by financing activities    34    148 
           

Net change in cash, cash equivalents and restricted cash    7,534    (312,274) 
Cash, cash equivalents and restricted cash at the beginning of the period    46,367    399,025 
           

Cash, cash equivalents and restricted cash at the end of the period   $ 53,901   $ 86,751 
           

Supplemental disclosures of non-cash investing and financing transactions:           
Property and equipment purchases in accounts payable and accrued expenses   $ 153   $ 1,007 
Intangible asset purchases in accounts payable and accrued expenses    216    86 
Operating lease right-of-use assets subject to lease liability    2,239    —   
Noncash reclassification of warrant liabilities to equity upon exercise    —      8 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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IONQ, INC.
Notes to Condensed Consolidated Financial Statements

(unaudited)

1. DESCRIPTION OF BUSINESS

IonQ, Inc. (“IonQ” or “the Company”), formerly known as dMY Technology Group, Inc. III (“dMY”), was incorporated in the state of Delaware in
September 2020 and formed as a special purpose acquisition company for the purpose of effecting a merger, capital stock exchange, asset acquisition,
stock purchase, reorganization, or similar business combination with one or more businesses. IonQ Quantum, Inc. (formerly known as IonQ, Inc., and
referred to as “Legacy IonQ” herein), was incorporated in the state of Delaware in September 2015 and is headquartered in College Park, Maryland.

On March 7, 2021, Legacy IonQ entered into an Agreement and Plan of Merger (the “Merger Agreement”) with dMY and Ion Trap Acquisition Inc.
(“Merger Sub”), a direct, wholly owned subsidiary of dMY. Pursuant to the Merger Agreement, on September 30, 2021 (“the Closing Date”), the Merger
Sub was merged with and into Legacy IonQ with Legacy IonQ continuing as the surviving corporation following the Merger, becoming a wholly owned
subsidiary of dMY and the separate corporate existence of the Merger Sub ceased (the “Business Combination”). Commensurate with the Business
Combination, dMY changed its name to IonQ, Inc. and Legacy IonQ changed its name to IonQ Quantum, Inc.

Unless otherwise indicated, references in this Quarterly Report on Form 10-Q to the “Company” and “IonQ” refer to the consolidated operations of
IonQ, Inc. subsequent to the Business Combination. References to “dMY” refer to the company prior to the consummation of the Business Combination
and references to “Legacy IonQ” refer to IonQ, Inc. prior to the consummation of the Business Combination.

IonQ is engaged in quantum computing and develops general-purpose quantum computing systems designed to solve some of the world’s most complex
problems, and transform business, society, and the planet for the better. To operate the quantum computing systems, the Company has developed custom
hardware, custom firmware, and an operating system to orchestrate the quantum computers.

Business Combination

While the legal acquirer in the Merger Agreement is dMY, for financial accounting and reporting purposes under accounting principles generally
accepted in the United States of America (“U.S. GAAP”), Legacy IonQ is the accounting acquirer and the merger is accounted for as a “reverse
recapitalization” (i.e., a capital transaction involving the issuance of stock by dMY for the stock of Legacy IonQ).

For accounting purposes, the Business Combination was treated as the equivalent of Legacy IonQ issuing stock for the net assets of dMY, accompanied
by a recapitalization. The net assets of dMY are stated at historical cost, and no goodwill or other intangible assets were recorded. Because Legacy IonQ
was deemed the accounting acquirer in the Business Combination, the historical financial statements of Legacy IonQ are the historical financial
statements of the Company upon the consummation of the Business Combination. As a result, the condensed consolidated financial statements included
in this report reflect: (i) the historical operating results of Legacy IonQ prior to the Business Combination; (ii) the combined results of dMY and Legacy
IonQ following the close of the Business Combination on September 30, 2021; and (iii) the assets and liabilities of Legacy IonQ stated at their historical
cost.

In accordance with guidance applicable to these circumstances, the equity structure has been retroactively restated in all comparative periods to reflect
the number of shares of the Company’s common stock, $0.0001 par value per share, issued to Legacy IonQ’s stockholders in connection with the
Business Combination. As such, the shares and corresponding capital amounts and earnings per share related to Legacy IonQ convertible redeemable
preferred stock and warrants and Legacy IonQ common stock prior to the Business Combination have been retroactively restated as shares reflecting the
exchange ratio established in the Business Combination. Legacy IonQ’s convertible redeemable preferred stock and warrants previously classified as
mezzanine equity were retroactively adjusted, converted into common stock, and reclassified to permanent equity because of the reverse
recapitalization. All exercise prices for stock options and customer warrants have similarly been retroactively restated to reflect the exchange ratio
established in the Business Combination.

Segment Reporting

The Company operates as one operating segment as its chief executive officer, who is the chief operating decision maker, reviews financial information
on a consolidated basis for purposes of making operating decisions, allocating resources, and evaluating financial performance.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Significant Accounting Policies

The Company’s significant accounting policies, which are disclosed in the audited financial statements for the year ended December 31, 2022, and the
notes thereto are included in the Company’s Annual Report on Form 10-K (the “Annual Report”) that was filed with the Securities and Exchange
Commission (“SEC”) on March 30, 2023. Since the date of that filing, there have been no material changes to the Company’s significant accounting
policies except as noted below.

Basis of Preparation

The accompanying condensed consolidated financial statements have been prepared in accordance with U.S. GAAP as determined by the Financial
Accounting Standards Board (“FASB”). Such condensed consolidated financial statements include the accounts of IonQ and its wholly owned
subsidiaries. All intercompany transactions and balances have been eliminated in consolidation.
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Unaudited Interim Financial Information

The interim condensed consolidated financial statements included in this Quarterly Report on Form 10-Q have been prepared by the Company and are
unaudited, pursuant to the rules and regulations of the SEC. Certain information and footnote disclosures normally included in financial statements
prepared in accordance with U.S. GAAP have been condensed or omitted pursuant to such rules and regulations. However, the Company believes that
the disclosures contained in this Quarterly Report on Form 10-Q comply with the requirements of Section 13(a) of the Securities Exchange Act of 1934,
as amended (the “Exchange Act”), for a quarterly report and are adequate to make the information presented not misleading. The interim condensed
consolidated financial statements included herein reflect all adjustments (consisting of normal recurring adjustments) which are, in the opinion of
management, necessary for a fair presentation of the financial position, results of operations and cash flows for the interim periods presented. These
interim condensed consolidated financial statements should be read in conjunction with the financial statements and notes thereto for the year ended
December 31, 2022, included in the Annual Report. The condensed consolidated statements of operations and the condensed consolidated statements of
comprehensive loss for the three months ended March 31, 2023, are not necessarily indicative of the results to be anticipated for the entire year ending
December 31, 2023, or thereafter. All references to March 31, 2023 and 2022, in the notes to the condensed consolidated financial statements are
unaudited.

Emerging Growth Company

The Company is an emerging growth company, as defined in the Jumpstart Our Business Startups Act of 2012 (the “JOBS Act”). Under the JOBS Act,
emerging growth companies can delay adopting new or revised accounting standards issued subsequent to the enactment of the JOBS Act, until such
time as those standards apply to private companies.

The Company has elected to use this extended transition period for complying with new or revised accounting standards that have different effective
dates for public and private companies until the earlier of the date that it (i) is no longer an emerging growth company or (ii) affirmatively and
irrevocably opts out of the extended transition period provided in the JOBS Act. As a result, the Company’s condensed consolidated financial statements
may not be comparable to companies that comply with the new or revised accounting pronouncements as of public company effective dates.

The Company remains an emerging growth company until the earliest of (i) December 31, 2025, (ii) the last day of the fiscal year in which the Company
has total annual gross revenue of at least $1.235 billion, (iii) the last day of the fiscal year in which the Company is deemed to be a large accelerated
filer, which means the market value of the Company’s common stock that is held by non-affiliates exceeds $700.0 million as of the prior June 30th or
(iv) the date on which the Company has issued more than $1.0 billion in non-convertible debt securities during the prior three-year period.

Use of Estimates

The preparation of condensed consolidated financial statements in conformity with U.S. GAAP and the rules and regulations of the SEC requires
management to make estimates and assumptions that affect the amounts reported in these condensed consolidated financial statements and
accompanying notes.

Significant estimates and judgments are inherent in the analysis and measurement of items including, but not limited to: revenue recognition,
capitalization of internally developed software and quantum computing costs, useful lives of long-lived assets, and fair value of available-for-sale
securities. Management bases its estimates and assumptions on historical experience, expectations, forecasts, and on various other factors that are
believed to be reasonable under the circumstances. Due to the inherent uncertainty involved in making estimates, actual results reported in future periods
may differ and be affected by changes in those estimates.

Fair Value Measurements

The Company evaluates the fair value of certain assets and liabilities using the fair value hierarchy. Fair value is an exit price representing the amount
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date. Fair
value is estimated by applying the following hierarchy, which prioritizes the inputs used to measure fair value into three levels and bases the
categorization within the hierarchy upon the lowest level of input that is available and significant to the fair value measurement:
 

 •  Level 1—Observable inputs, which include quoted prices in active markets;
 

 

•  Level 2—Observable inputs other than the quoted prices in active markets that are observable either directly or indirectly, such as quoted
prices in markets that are not active, or other inputs such as broker quotes, benchmark yield curves, credit spreads and market interest rates
for similar securities that are observable or can be corroborated by observable market data for substantially the full term of the assets or
liabilities;

 

 •  Level 3—Unobservable inputs that are supported by little or no market activity and that are based on management’s assumptions,
including fair value measurements determined using pricing models, discounted cash flow methodologies or similar techniques.

The Company’s assessment of the significance of a particular input to the fair value measurements requires judgment and may affect the valuation of the
assets and liabilities being measured and their placement within the fair value hierarchy.

For assets that are measured using quoted prices in active markets, the total fair value is the published market price per unit multiplied by the number of
units held, without consideration of transaction costs. Assets and liabilities that are measured using significant other observable inputs are primarily
valued by reference to quoted prices of similar assets or liabilities in active markets, adjusted for any terms specific to that asset or liability.
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Assets and liabilities that are measured at fair value on a non-recurring basis include property and equipment, intangible assets, and goodwill. The
Company recognizes these items at fair value when they are considered to be impaired or upon initial recognition when acquired through a business
combination or an asset acquisition. The fair value of these assets and liabilities are determined with valuation techniques using the best information
available and may include quoted market prices, market comparables and discounted cash flow models.

Due to their short-term nature, the carrying amounts reported in the Company’s condensed consolidated financial statements approximate the fair value
for cash and cash equivalents, accounts receivable, accounts payable and accrued expenses.

Cash, Cash Equivalents and Restricted Cash

Cash and cash equivalents include cash in banks, checking deposits, money market funds, and commercial paper. The Company considers all short-term
highly liquid investments with an original maturity at the date of purchase of three months or less to be cash equivalents. Restricted cash collateralizing
letters of credit is included in other noncurrent assets in the condensed consolidated balance sheets. The Company issues letters of credits in the ordinary
course of business, including for lease arrangements. As of both March 31, 2023 and December 31, 2022, letters of credit totaling $2.0 million were
outstanding.

The following table provides a reconciliation of cash and restricted cash included in the condensed consolidated balance sheets to the amounts included
in the condensed consolidated statements of cash flows (in thousands):
 

   March 31,   December 31, 
   2023    2022  
Cash and cash equivalents   $ 51,901   $ 44,367 
Restricted cash    2,000    2,000 
     

 
    

 

Total cash, cash equivalents and restricted cash in the condensed consolidated
statements of cash flows   $ 53,901   $ 46,367 

     
 

    
 

Accounts Receivable and Allowance for Credit Losses

Accounts receivable are non-interest bearing and represent amounts billed and currently due from customers at the gross invoiced amount as well as
unbilled amounts related to unconditional rights for consideration to be received for services performed but not yet invoiced. A receivable is recorded
when the Company has an unconditional right to receive payment. Accounts receivable consists of the following at (in thousands):
 

   March 31,   December 31, 
   2023    2022  
Billed accounts receivable   $ 1,001   $ 1,150 
Unbilled accounts receivable    836    2,142 
           

Total accounts receivable   $ 1,837   $ 3,292 
           

On a periodic basis, management evaluates its accounts receivable and determines whether to provide an allowance for credit losses. This assessment is
based on management’s evaluation of relevant information about past events, including historical experience, current conditions and reasonable and
supportable forecasts that affect the collectability of the receivable.

The Company did not have any allowance for credit losses as of either March 31, 2023 or December 31, 2022.

Materials and Supplies

Materials and supplies are carried at average cost and recorded in prepaid expenses and other current assets in the condensed consolidated balance
sheets. Materials and supplies used in the production of quantum computing systems to be made commercially available are capitalized to property and
equipment when installed. Materials and supplies used for maintenance or research and development efforts are expensed when consumed. The
Company capitalized $0.8 million of materials and supplies to property and equipment for the three months ended March 31, 2023.

Investments

Management determines the appropriate classification of investments at the time of purchase based upon management’s intent with regard to such
investments. The Company primarily invests in debt securities and classifies its investments as available-for-sale at the time of purchase if they are
available to support either current or future operations. This classification is re-evaluated at each balance sheet date. Investments not considered cash
equivalents, with remaining contractual maturities of one year or less from the balance sheet date are classified as short-term investments, and those with
remaining contractual maturities greater than one year from the balance sheet date are classified as long-term investments. All investments are recorded
at their estimated fair value, and any unrealized gains and losses are recorded in accumulated other comprehensive loss. Realized gains and losses on
sales and maturities of investments are determined based on the specific identification method and are recognized in the condensed consolidated
statements of operations in other income (expense), net. Accrued interest receivable on available-for-sale investments is recorded in the condensed
consolidated balance sheet in prepaid expenses and other current assets. As of March 31, 2023 and December 31, 2022, accrued interest receivable was
$1.8 million and $1.7 million, respectively.
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The Company performs periodic evaluations to determine whether any declines in the fair value of investments below amortized cost are credit losses or
impairments. The evaluation consists of qualitative and quantitative factors regarding the severity of the unrealized loss, as well as the Company’s
ability and intent to hold the investments until a forecasted recovery occurs. Declines in fair value are considered to be credit losses if they are related to
deterioration in credit risk or are considered impairments if it is likely that the underlying securities will be sold prior to a full recovery of their cost
basis. Credit losses and impairments are determined based on the specific identification method and are reported in other income (expense), net in the
condensed consolidated statements of operations.

Property and Equipment, Net

Property and equipment, net is stated at cost less accumulated depreciation. Historical cost of fixed assets is the cost as of the date acquired. Hardware
and labor costs associated with the building of quantum computing systems are capitalized. Costs to maintain quantum computing systems are expensed
as incurred.

Depreciation is calculated using the straight-line method over the estimated useful lives of the assets. Useful lives are as follows:
 
Computer equipment and acquired computer software   3 – 5 years
Machinery, equipment, furniture and fixtures   5 – 7 years
Quantum computing systems   3 years
Leasehold improvements   Shorter of the lease term or the estimated useful life of the related asset

Effective October 1, 2022, the Company revised the accounting useful life of quantum computing systems, which was determined to be a change in
accounting estimate and is being applied prospectively. This change in accounting estimate is not material for the three months ended March 31, 2023.
The estimated useful life for quantum computing systems was previously 2 years.

Leases

The Company determines if an arrangement is a lease at inception. Operating leases are included in operating lease right-of-use (“ROU”) assets and
current operating lease liabilities and operating lease liabilities, net of current portion on the Company’s condensed consolidated balance sheets. As of
March 31, 2023, the Company has no financing lease arrangements. The Company recognizes lease expense for its operating leases on a straight-line
basis over the term of the lease.

The Company records a ROU asset and lease liability in connection with its operating leases. The Company’s lease portfolio is comprised primarily of
real estate leases, which are accounted for as operating leases. The Company elected the practical expedient to not separate lease and non-lease
components for all leases.

ROU assets and lease liabilities are recognized at the lease commencement date based on the present value of the future minimum lease payments,
including the impact of any lease incentives, as applicable, over the lease term. Amendments to a lease are assessed to determine if it represents a lease
modification or a separate contract. Lease modifications are reassessed as of the effective date of the modification using an incremental borrowing rate
based on the information available at the commencement date. For modified leases the Company also reassesses the lease classification as of the
effective date of the modification.

The interest rate used to determine the present value of the future lease payments is the Company’s incremental borrowing rate, because the interest rate
implicit in the Company’s leases is not readily determinable. The incremental borrowing rate is estimated to approximate the interest rate on a
collateralized basis with similar terms and payments, and in economic environments where the leased asset is located.

The Company’s lease terms include periods under options to extend or terminate the lease when it is reasonably certain that the Company will exercise
that option. The Company considers contractual-based factors such as the nature and terms of the renewal or termination, asset-based factors such as
physical location of the asset and entity-based factors such as the importance of the leased asset to the Company’s operations to determine the lease
term. The Company generally uses the base non-cancelable lease term when determining the ROU assets and lease liabilities.

Capitalized Internally Developed Software

Capitalized internally developed software, which is included in intangible assets, net, consists of costs to purchase and develop internal-use software,
which the Company primarily uses to provide services to its customers. The costs to purchase and develop internal-use software are capitalized from the
time that the preliminary project stage is completed, and it is considered probable that the software will be used to perform the function intended, until
the time the software is placed in service for its intended use. Any costs incurred during subsequent efforts to upgrade and enhance the functionality of
the software are also capitalized. Once this software is ready for its intended use, these costs are amortized on a straight-line basis over the estimated
useful life of the software, which is typically assessed to be three years. During the three months ended March 31, 2023 and 2022, the Company
capitalized $1.3 million and $0.5 million in internal-use software costs, respectively. The Company amortized $0.5 million and $0.3 million of
capitalized internally developed software costs during the three months ended March 31, 2023 and 2022, respectively.

Impairment of Long-Lived Assets

Long-lived assets, such as property and equipment and other long-term assets, are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. If circumstances require a long-lived asset or asset group be tested
for possible impairment, the Company first compares undiscounted cash flows expected to be generated by that asset or asset group to its carrying



amount. If the carrying amount of the long-lived asset or asset group is not recoverable on an undiscounted cash flow basis, an impairment is recognized
to the extent the carrying amount of the underlying asset exceeds its fair value. No impairment loss was recognized for the three months ended
March 31, 2023 or 2022.
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Warrant Liabilities

The Company evaluates its financial instruments to determine if such instruments are derivatives or contain features that qualify as embedded
derivatives in accordance with ASC Topic 815, “Derivatives and Hedging.” For derivative financial instruments that are accounted for as liabilities, the
derivative instrument is initially recorded at its fair value on the grant date and is then re-valued upon exercise or at each reporting date for the
unexercised warrants, with changes in the fair value reported in the condensed consolidated statements of operations. The classification of derivative
instruments, including whether such instruments should be recorded as liabilities or as equity, is evaluated at the end of each reporting period. The
warrants of dMY assumed in the Business Combination are classified as liabilities and remeasured at each reporting period (as more fully described in
Note 10). The determination of the fair value of the warrant liabilities may be subject to change as more current information becomes available and
accordingly the actual results could differ significantly. Derivative warrant liabilities are classified as non-current liabilities as their liquidation is not
reasonably expected to require the use of current assets or require the creation of current liabilities.

Revenue Recognition

The Company derives revenue from providing access to its quantum-computing-as-a-service (“QCaaS”), consulting services related to co-developing
algorithms on the quantum computing systems, and from contracts associated with the design, development, and construction of specialized quantum
computing systems together with related services. The Company applies the provisions of the FASB Accounting Standards Update (“ASU”), Revenue
from Contracts with Customers (“ASC 606”), and all related applicable guidance. The core principle of ASC 606 is that an entity shall recognize
revenue to depict the transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services.

To support this core principle, the Company applies the following five step approach:
 

1. Identify the contract with the customer
 

2. Identify the performance obligations
 

3. Determine the transaction price
 

4. Allocate the transaction price to the performance obligations
 

5. Recognize revenue when (or as) the entity satisfies a performance obligation

The Company has determined that its QCaaS contracts represent a combined, stand-ready performance obligation to provide access to its quantum
computing systems together with related maintenance and support. The transaction price may consist of a variable fee based on usage of its quantum
computing systems or a fixed fee for a minimum volume of usage to be made available over a defined period of access. Fixed fee arrangements may
also include a variable component whereby customers pay an amount for usage over contractual minimums contained in the contracts. The Company
has determined that contracts that contain consulting services related to co-developing quantum computing algorithms and the ability to use its quantum
computing systems to run such algorithms represent a combined performance obligation that is satisfied over-time with revenue recognized based on the
efforts incurred to date relative to the total expected effort. For contracts with a fixed transaction price, the fixed fee is recognized on a straight-line basis
over the access period or associated measure of progress for the Company’s consulting services contracts. For contracts without fixed fees, variable
usage fees are billed and recognized during the period of such usage.

Certain of the Company’s contracts contain multiple performance obligations, most commonly in contracts for specialized quantum computing systems
together with related maintenance and support. Such contracts may also include access to the Company’s QCaaS. A contract’s transaction price is
allocated to each distinct performance obligation and recognized as revenue when or as the performance obligation is satisfied. When there are multiple
performance obligations in a contract, the Company allocates the transaction price to each performance obligation based on its standalone selling price
when available. We determine standalone selling price based on the observable price of a product or service when we sell the products or services
separately in similar circumstances and to similar customers. When the standalone selling price is not known, due to it being either highly variable or
uncertain, the Company allocates the transaction price using the residual approach.

Performance obligations are satisfied over time if the customer receives the benefits as we perform the work, if the customer controls the asset as it is
being produced (continuous transfer of control), or if the product being produced for the customer has no alternative use and we have a contractual right
to payment for performance to date. Revenue is recognized on performance obligations satisfied over time based on the efforts incurred to date relative
to the total expected effort.

For the three months ended March 31, 2023 and 2022, all of the revenue recognized by the Company was recognized based on transfer of service over
time. There were no revenues recognized at a point in time. In arrangements with cloud service providers, the cloud service provider is considered the
customer and IonQ does not have any contractual relationships with the cloud service providers’ end users. For these arrangements, revenue is
recognized at the amount charged to the cloud service provider and does not reflect any mark-up to the end user.

The Company may enter into multiple contracts with a single counterparty at or near the same time. The Company will combine contracts and account
for them as a single contract when one or more of the following criteria are met: (i) the contracts are negotiated as a package with a single commercial
objective; (ii) consideration to be paid in one contract depends on the price or performance of the other contract; and (iii) goods or services promised are
a single performance obligation. Consideration payable to a customer includes cash amounts that an entity pays, or expects to pay, to the customer. For
arrangements that contain consideration payable to a customer, the Company uses judgment in determining whether such payments are a reduction of
the transaction price or a payment to the customer for a distinct good or service.

The variable fees associated with the QCaaS are generally billed a month in arrears. Customers also have the ability to make advance payments. If a



contract exists under ASC 606, advance payments are recorded as a contract liability until services are delivered or obligations are met and revenue is
earned. Contract liabilities to be recognized in the succeeding 12-month period are classified as current and the remaining amounts are classified as
non-current liabilities in the Company’s condensed consolidated balance sheets.
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As of March 31, 2023, approximately $30.4 million of revenue is expected to be recognized from remaining performance obligations that are unsatisfied
(or partially unsatisfied) for non-cancelable contracts, including both funded (firm orders for which funding has been both authorized and appropriated
by the customer) and unfunded (firm orders for which funding has not been appropriated) orders. The Company expects approximately 60% of the
remaining performance obligations to be recognized as revenue within the next twelve months.

The following table summarizes the changes in unearned revenue for the three months ended March 31, 2023 (in thousands):
 

   Total  
Balance as of December 31, 2022   $ 9,930 
Revenue recognized    (3,446) 
New deferrals, net    764 
     

 

Balance as of March 31, 2023   $ 7,248 
     

 

For contractual arrangements where consideration is paid up-front, the transfer of the quantum computing services is completed at the discretion of the
customer as the customer chooses to use the services starting from the date of contract inception. As such, the up-front payment of consideration does
not represent a significant financing component.

Assets Recognized from Costs to Obtain a Contract

Sales commissions paid to employees and third parties are considered incremental costs to obtain a contract with a customer. These costs are capitalized
in the period a customer contract is executed and are amortized as an expense consistent with the transfer of the goods or services to the customer.
Capitalized costs are recorded in prepaid expenses and other current assets and other noncurrent assets in the condensed consolidated balance sheets.
Applying the practical expedient, the Company recognizes the incremental costs of obtaining contracts as an expense when incurred if the amortization
period of the assets is one year or less. As of March 31, 2023 and December 31, 2022, total capitalized costs were $0.9 million and $1.0 million,
respectively. Amortization expense was $0.1 million and zero for the three months ended March 31, 2023 and 2022, respectively.

Stock-Based Compensation

The Company measures and records the expense related to stock-based awards based on the fair value of those awards as determined on the date of
grant. The Company recognizes stock-based compensation expense over the requisite service period of the individual grant, generally equal to the
vesting period and uses the straight-line method to recognize stock-based compensation. The Company uses the Black-Scholes-Merton (“Black-
Scholes”) option-pricing model to determine the fair value of stock awards and the estimated fair value for stock options. The Black-Scholes option-
pricing model requires the use of subjective assumptions, which determine the fair value of share-based awards, including the fair value of the
Company’s common stock, the option’s expected term, the price volatility of the underlying common stock, risk-free interest rates, and the expected
dividend yield of the common stock. The assumptions used to determine the fair value of the stock awards represent management’s best estimates. These
estimates involve inherent uncertainties and the application of management’s judgment. The Company records forfeitures as they occur.

Stock-based compensation cost for restricted stock units is measured based on the fair value of the Company’s common stock on the grant date. For
awards with a performance-based vesting condition, the Company records stock-based compensation cost if it is probable that the performance condition
will be achieved.

The Company records stock-based compensation expense for incentive compensation liabilities based on estimated payments to employees for which
the Company expects to settle the liability by granting restricted stock units. For these awards, stock-based compensation expense is accrued
commencing at the service inception date, which generally precedes the grant date, through the end of the requisite service period.

The Company obtained third-party valuations to estimate the fair value of its common stock for awards granted prior to the Business Combination, for
purposes of measuring stock-based compensation expense. The third-party valuations were prepared using methodologies, approaches, and assumptions
consistent with the American Institute of Certified Public Accountants (“AICPA”) Accounting &Valuation Guide, Valuation of Privately-Held-Company
Equity Securities Issued as Compensation.

Concentrations of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist primarily of cash, cash equivalents, restricted cash,
investments, and trade accounts receivable. The Company maintains the majority of its cash, cash equivalents, restricted cash and investments with two
financial institutions. The Company’s deposits routinely exceed amounts guaranteed by the Federal Deposit Insurance Corporation. While the Company
has not experienced any losses in such accounts, the recent failure of Silicon Valley Bank (“SVB”), at which the Company held cash and cash
equivalents in multiple accounts, exposed the Company to limited credit risk prior to the completion by the Federal Deposit Insurance Corporation of
the resolution of SVB in a manner that fully protected all depositors.

The Company’s accounts receivable are derived from customers primarily located in the U.S. The Company performs periodic evaluations of its
customers’ financial condition and generally does not require its customers to provide collateral or other security to support accounts receivable and
maintains an allowance for credit losses. Credit losses historically have not been material.

Significant customers are those that represent more than 10% of the Company’s total revenue. The Company’s revenue was primarily from three
significant customers for the three months ended March 31, 2023, and from two significant customers for the three months ended March 31, 2022.
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Earnings (Loss) Per Share

Basic earnings (loss) per share is computed by dividing net income (loss) by the weighted-average number of shares of common stock outstanding for
the period. Diluted earnings per share is computed by dividing net income (loss) by the weighted average number of shares of common stock during the
period, plus common stock equivalents, outstanding during the period. If the Company reports a net loss, the computation of diluted loss per share
excludes the effect of dilutive common stock equivalents, as their effect would be antidilutive.

The following table sets forth the computation of basic and diluted loss per share attributable to common stockholders (in thousands, except share and
per share data):
 

   
Three Months Ended

March 31,  
   2023    2022  
Numerator:           

Net loss attributable to common stockholders   $ (27,338)   $ (4,227) 
Denominator:           

Weighted average shares used in computing net loss per share
attributable to common stockholders—basic and diluted    200,112,855    196,183,247 

Net loss per share attributable to common stockholders—basic
and diluted   $ (0.14)   $ (0.02) 

In periods with a reported net loss, the effect of anti-dilutive stock options, unvested restricted stock units, unvested common stock (including unvested
restricted common stock) and warrants are excluded and diluted loss per share is equal to basic loss per share. The following is a summary of the
weighted average common stock equivalents for the securities outstanding during the respective periods that have been excluded from the computation
of diluted net loss per common share, as their effect would be anti-dilutive:
 

   
Three Months Ended

March 31  
   2023    2022  
Common stock options outstanding    24,499,968    21,108,390 
Warrants to purchase common stock    8,301,202    8,301,202 
Public warrants    5,231,486    5,232,471 
Unvested restricted stock units    9,077,343    1,310,471 
Unvested common stock    842,454    1,351,261 
           

Total    47,952,453    37,303,795 
           

Recently Adopted Accounting Standards

In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses, along with various updates and improvements. The standard,
including subsequently issued amendments, requires a financial asset measured at amortized cost basis, such as accounts receivable and certain other
financial assets, to be presented at the net amount expected to be collected based on relevant information about past events, including historical
experience, current conditions and reasonable and supportable forecasts that affect the collectability of the reported amount. The Company adopted this
standard in the first quarter of 2023, and it did not have a material effect on the condensed consolidated financial statements and related disclosures.

Recently Issued Accounting Standards Not Yet Adopted

In August 2020, the FASB issued ASU 2020-06, Debt, Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging
Contracts in Entity’s Own Equity (Subtopic 815-40) Accounting for Convertible Instruments and Contracts in an Entity’s Own Equity. The ASU
simplifies accounting for convertible instruments by removing major separation models required under current U.S. GAAP. Consequently, more
convertible debt instruments will be reported as a single liability instrument with no separate accounting for embedded conversion features. The ASU
removes certain settlement conditions that are required for equity contracts to qualify for the derivative scope exception, which will permit more equity
contracts to qualify for the exception. The ASU also simplifies the diluted net income per share calculation in certain areas. The new guidance is
effective for fiscal years beginning after December 15, 2023, including interim periods within those fiscal years, and early adoption is permitted. The
Company does not expect adoption of this guidance to have a material impact on its consolidated financial statements and related disclosures.
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3. CASH, CASH EQUIVALENTS, RESTRICTED CASH AND INVESTMENTS

The following table summarizes the Company’s unrealized gains and losses and estimated fair value of cash, cash equivalents, restricted cash and
investments in available-for-sale securities recorded in the condensed consolidated balance sheets (in thousands):
 
   AS OF MARCH 31, 2023    AS OF DECEMBER 31, 2022  

   
Amortized

Cost    

Gross
Unrealized

Gains    

Gross
Unrealized

Losses   

Estimated
Fair

Value    
Amortized

Cost    

Gross
Unrealized

Gains    

Gross
Unrealized

Losses   
Estimated
Fair Value  

Cash and money market funds   $ 51,012   $ —     $ —    $ 51,012   $ 46,367   $ —     $ —    $ 46,367 
Commercial paper    121,151    2    (198)   120,955    130,141    —      (443)   129,698 
Corporate notes and bonds    263,876    106    (4,761)   259,221    277,184    19    (5,993)   271,210 
Municipal bonds    9,935    —      (213)   9,722    9,905    —      (273)   9,632 
US government and agency    86,968    88    (453)   86,603    83,556    23    (688)   82,891 
     

 
    

 
    

 
   

 
    

 
    

 
    

 
   

 

Total cash, cash equivalents, restricted cash and
investments   $532,942   $ 196   $ (5,625)  $527,513   $547,153   $ 42   $ (7,397)  $539,798 

     
 

    
 

    
 

   
 

    
 

    
 

    
 

   
 

Unrealized losses related to investments were primarily a result of interest rate fluctuations. The following table presents information about the
Company’s investments in available-for-sale securities with gross unrealized losses and the length of time that individual securities have been in a
continuous unrealized loss position as of March 31, 2023 (in thousands).
 
   As of March 31, 2023  
   Less than 12 Months   12 Months or Longer   Total  

   Fair Value    
Gross Unrealized

Losses   Fair Value    
Gross Unrealized

Losses   Fair Value    
Gross Unrealized

Loses  
Commercial paper   $ 75,326   $ (198)  $ —     $ —    $ 75,326   $ (198) 
Corporate notes and bonds    91,968    (1,237)   138,518    (3,524)   230,486    (4,761) 
Municipal bonds    4,951    (31)   4,771    (182)   9,722    (213) 
US government and agency    29,124    (83)   12,123    (370)   41,247    (453) 

    
 

    
 

   
 

    
 

   
 

    
 

Total   $201,369   $ (1,549)  $155,412   $ (4,076)  $356,781   $ (5,625) 
    

 
    

 
   

 
    

 
   

 
    

 

There were no securities in a gross unrealized loss position for greater than 12 months as of December 31, 2022.

The Company did not have any allowance for credit losses as of either March 31, 2023 or December 31, 2022. The Company does not intend or believe
it is more likely than not, that it will be required to sell the investments in an unrealized loss position before the recovery of the associated amortized
cost basis.

The estimated fair value of the Company’s cash, cash equivalents, restricted cash and investments in available-for-sale securities as of March 31, 2023,
aggregated by investment category and classified by contractual maturity date, is as follows (in thousands):
 

   
1 Year
or Less    

1 Year
or Greater   Total  

Cash and money market funds   $ 49,012   $ 2,000   $ 51,012 
Commercial paper    120,955    —      120,955 
Corporate notes and bonds    148,350    110,871    259,221 
Municipal bonds    9,722    —      9,722 
US government and agency    59,828    26,775    86,603 
                

Total   $387,867   $139,646   $527,513 
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4. FAIR VALUE MEASUREMENTS

The Company’s financial assets and liabilities subject to fair value measurements on a recurring basis and the level of inputs used for such
measurements were as follows (in thousands):
 
   

Fair Value Measured as of
March 31, 2023:  

   Level 1    Level 2    Level 3   Total  
Assets:                     
Cash, cash equivalents and restricted cash:                     

Cash and money market funds(1)   $51,012   $ —     $ —     $ 51,012 
Commercial paper    —      2,889    —      2,889 

                     

Total cash, cash equivalents and restricted cash    51,012    2,889    —      53,901 
                     

Short-term investments:                     
Commercial paper    —      118,066    —      118,066 
Corporate notes and bonds    —      148,350    —      148,350 
Municipal bonds    —      9,722         9,722 
US government and agency    —      59,828    —      59,828 

                     

Total short-term investments    —      335,966    —      335,966 
                     

Long-term investments:                     
Corporate notes and bonds    —      110,871    —      110,871 
US government and agency    —      26,775    —      26,775 

                     

Total long-term investments    —      137,646    —      137,646 
                     

Total Assets   $51,012   $476,501   $ —     $527,513 
                     

Liabilities:                     
Public warrants   $ 7,429   $ —     $ —     $ 7,429 
                     

 
   

Fair Value Measured as of
December 31, 2022:  

   Level 1    Level 2    Level 3   Total  
Assets:                     
Cash, cash equivalents and restricted cash:                     

Cash and money market funds(1)   $46,367   $ —     $ —     $ 46,367 
     

 
    

 
    

 
    

 

Total cash, cash equivalents and restricted cash    46,367    —      —      46,367 
     

 
    

 
    

 
    

 

Short-term investments:                     
Commercial paper    —      129,698    —      129,698 
Corporate notes and bonds    —      120,447    —      120,447 
Municipal bonds    —      4,911         4,911 
US government and agency    —      56,374    —      56,374 

     
 

    
 

    
 

    
 

Total short-term investments    —      311,430    —      311,430 
     

 
    

 
    

 
    

 

Long-term investments:                     
Corporate notes and bonds    —      150,763    —      150,763 
Municipal bonds    —      4,721    —      4,721 
US government and agency    —      26,517    —      26,517 

     
 

    
 

    
 

    
 

Total long-term investments    —      182,001    —      182,001 
     

 
    

 
    

 
    

 

Total Assets   $46,367   $493,431   $ —     $539,798 
     

 
    

 
    

 
    

 

Liabilities:                     
Public warrants   $ 3,819   $ —     $ —     $ 3,819 
     

 
    

 
    

 
    

 

 
(1) Includes money market funds associated with the Company’s overnight investment sweep account and collateralized letter of credit.

Transfers to/from Levels 1, 2 and 3 are recognized at the beginning of the reporting period. There were no transfers between levels during the period. On
March 31, 2023, the closing trading price of the public warrants was $1.42 per warrant.
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5. PROPERTY AND EQUIPMENT, NET

Property and equipment, net is composed of the following (in thousands):
 

   March 31,   December 31, 
   2023    2022  
Computer equipment and acquired computer software   $ 2,707   $ 2,407 
Machinery, equipment, furniture and fixtures    7,747    7,506 
Leasehold improvements    1,193    1,132 
Quantum computing systems    23,532    22,430 
     

 
    

 

Gross property and equipment    35,179    33,475 
Less: accumulated depreciation    (8,691)    (7,461) 
     

 
    

 

Property and equipment, net   $ 26,488   $ 26,014 
     

 
    

 

Depreciation expense for the three months ended March 31, 2023 and 2022 was $1.2 million and $1.0 million, respectively.

6. AGREEMENTS WITH UNIVERSITY OF MARYLAND AND DUKE UNIVERSITY

Exclusive License Agreement

The Company entered into an exclusive license agreement (“License Agreement”) in July 2016 with the University of Maryland (“UMD”) and Duke
University (“Duke”). The License Agreement grants to the Company an exclusive, perpetual license (“Initial Patents”) to certain patents, know-how and
other intellectual property utilized in trapped-ion quantum computing systems. The license granted to the Company is exclusive for all patents (and
non-exclusive for other types of intellectual property), subject to certain governmental rights and retained rights by UMD and Duke and other non-profit
institutions to use and practice the Licensed Patents (as defined below) and technology for internal research and other non-profit purposes. In exchange
for the Initial Patents, UMD and Duke received an aggregate of 142,886 shares of common stock after giving effect to the recapitalization. 

On February 1, 2021, the Company and UMD executed two amendments to the License Agreement granting exclusive rights to license additional
intellectual property in exchange for a total of 257,198 shares of common stock after giving effect to the recapitalization. Management evaluated the
amendments and concluded that the arrangements qualify as equity-classified instruments and recorded an intangible asset and additional paid-in capital
based on the fair value of the shares at the date the amendments were executed of $1.6 million. The shares for each executed amendment were issued
during the year ended December 31, 2021.

Exclusive Option Agreements

The Company also entered into an exclusive option agreement (“Option Agreement”) with each of UMD and Duke in 2016 whereby on the anniversary
of the effective date of the License Agreement for a period of 5 years, the Company has the right to exclusively license additional intellectual property
developed by UMD and Duke (the “Additional Patents” and together with the Initial Patents, the “Licensed Patents”) by exercising an annual option and
issuing shares of common stock each to Duke and UMD in consideration for the Additional Patents. The amount issued to UMD and Duke pursuant to
the option over the 5-year term was equal to an aggregate of 642,995 shares of common stock to each university after giving effect to the
recapitalization. The Company may elect not to exercise the option if there was not a minimum number of intellectual property developed in a given
year and then the Option Agreement would extend another year.

In December 2020, the Company amended its option agreement with Duke, and under this amendment, the Company issued 1,214,317 shares of
common stock after giving effect to the recapitalization, to Duke in consideration for research and development services through July 15, 2026. Under
the terms of the amended Option Agreement, the issuance of shares is a nonrefundable upfront payment in exchange for research and development
services by Duke whereby the Company will obtain rights to any potential future intellectual property developed during the term. As such, the fair value
of the shares of common stock was recorded as a prepaid expense and is being amortized over the term of the arrangement as services are received. The
Company recognized $0.1 million of research and development expense related to the agreement with Duke during each of the three months ended
March 31, 2023 and 2022.

The useful life of the Licensed Patents derived from the License Agreement and the Option Agreement is the remaining legal life at the time of
acquisition. The value of the Licensed Patents is based on the fair value of the common stock given as consideration on the effective date of each
agreement and exercise of option. The asset is amortized over the useful life of the Licensed Patents.
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7. OTHER BALANCE SHEET ACCOUNTS

Accrued expenses are composed of the following (in thousands):
 

   March 31,   December 31, 
   2023    2022  
Accrued salaries and other payroll liabilities   $ 6,597   $ 4,935 
Accrued professional services    1,283    678 
Accrued equipment and services liabilities for research and development    611    489 
Accrued expenses—other    923    553 
     

 
    

 

Total accrued expenses   $ 9,414   $ 6,655 
     

 
    

 

8. COMMITMENTS AND CONTINGENCIES

Warranties and Indemnification

The Company’s commercial services are typically warranted to perform in a manner consistent with general industry standards that are reasonably
applicable and materially in accordance with the Company’s documentation under normal use and circumstances.

The Company’s arrangements generally include certain provisions for indemnifying customers against liabilities if its products or services infringe third-
party intellectual property rights. To date, the Company has not incurred any material costs as a result of such obligations and has not accrued any
liabilities related to such obligations in the accompanying condensed consolidated financial statements.

Stockholder Lawsuit

In May 2022, a securities class action complaint captioned Leacock v. IonQ, Inc. et al., Case No. 8:22-cv-01306, was filed by a stockholder of the
Company in the United States District Court for the District of Maryland (the “Leacock Litigation”) against the Company and certain of the Company’s
current officers. In June 2022, a securities class action complaint captioned Fisher v. IonQ, Inc., Case No. 8:22-cv-01306-DLB (the “Fisher Litigation”)
was filed by a stockholder against the Company and certain of the Company’s current officers (“IonQ Defendants”). Both the Leacock Litigation and
Fisher Litigation, which have been consolidated into a single action, allege violations of Section 10(b) of the Exchange Act, and Rule 10b-5
promulgated thereunder, and Section 20(a) of the Exchange Act and seek damages. In September 2022, the Court appointed lead plaintiffs and counsel
for lead plaintiffs, and ordered lead plaintiffs to file a consolidated amended complaint. The consolidated amended complaint was filed on November 22,
2022. As part of the consolidated amended complaint, certain members of the Company’s board of directors as well as other dMY-related defendants
(“Additional Defendants”) have been added as defendants to the case. On February 7, 2023, the IonQ Defendants and the Additional Defendants each
filed a motion to dismiss the consolidated amended complaint. Both the IonQ Defendants and Additional Defendants believe that the allegations in the
complaints are without merit and intend to defend the matters vigorously. Given the uncertainty of litigation, the preliminary stage of the case, and the
legal standards that must be met for, among other things, class certification and success on the merits, the Company cannot reasonably estimate the
possible loss or range of loss, if any, that may result from the associated suit.

Glatt Litigation

On January 12, 2021, dMY Technology Group, Inc. II, dMY Sponsor II, LLC, dMY, and dMY Sponsor III, LLC (“Sponsor”) accepted service of a
lawsuit where they were named as counterclaim defendants in an underlying action by and between GTY Technology Holdings, Inc. (“GTY”), dMY
Technology Holdings Inc., dMY Sponsor, LLC, dMY Sponsor II, LLC, dMY Technology Group Inc. II, dMY and Sponsor (collectively “dMY
Defendants”) and Carter Glatt (“Glatt”) and Captains Neck Holdings LLC (“Captains Neck”), an entity of which Mr. Glatt is a member. The underlying
lawsuit, filed by dMY Technology Group, Inc. and dMY Sponsor, LLC, seeks a declaratory judgment that Glatt and Captains Neck are not entitled to
membership units of dMY Sponsor LLC, which was formed by Harry L. You, the co-founder and former President and Chief Financial Officer of GTY
when Glatt was still working at GTY. The underlying lawsuit contains claims arising from Glatt’s termination of employment from GTY, including theft
and misappropriation of confidential GTY information, breach of contract, breach of the duties of loyalty and fiduciary duty and conversion. Glatt
responded to the underlying lawsuit by adding members of the Sponsor and officers of dMY as additional counterclaim defendants (collectively with the
dMY Defendants Glatt and Captains Neck, the “Counterclaim Defendants”) and adding Dune Acquisition Holdings LLC, a newly formed special
purpose acquisition company, as a counterclaimant and asserting claims for breach of contract, fraudulent misrepresentation, negligent
misrepresentation, tortious interference with business relations, quantum meruit and unjust enrichment. dMY, and now the Company, has never
employed Glatt and has no business agreements with him. The Counterclaim Defendants have denied the claims against them and have filed a motion to
dismiss the suit. Although the outcome of this matter cannot be predicted with certainty and the impact of the final resolution of this matter on the
Company’s results of operations in a particular subsequent reporting period is not known, management does not believe that the resolution of this matter
will have a material adverse effect on the Company’s future consolidated financial position, future results of operations or cash flows.

9. WARRANT TRANSACTION AGREEMENT

In November 2019, contemporaneously with a revenue arrangement, the Company entered into a contract, pursuant to which the Company agreed to
issue to a customer warrants to acquire shares of Legacy IonQ Series B-1 preferred stock (the “Warrant Shares”), subject to certain vesting events. Upon
closing of the Business Combination, these warrants exercisable for Legacy IonQ Series B-1 preferred stock were assumed by the Company and
converted into a warrant to purchase shares of common stock. Except as specifically provided in the Merger Agreement, the Warrant Shares will have
the same terms and be subject to the same conditions (including applicable vesting conditions) as set forth in the Legacy IonQ warrant agreement. As of
March 31, 2023, the contract allows for the customer to acquire up to 8,301,202 shares of common stock in the Company.

As the Warrant Shares were issued in connection with an existing commercial agreement with a customer, the value of the Warrant Shares was



determined to be consideration payable to the customer and consequently is treated as a reduction to revenue recognized under the corresponding
revenue arrangement.
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Approximately 6.5% of the Warrant Shares vested and became immediately exercisable in August 2020. The fair value of the vested Warrant Shares was
amortized over time as the related customer revenue was earned and was fully amortized as of December 31, 2021. The remaining Warrant Shares will
vest and become exercisable upon satisfaction of certain milestones based on revenue generated under the commercial agreement with the customer, to
the extent certain prepayments are made by the customer. The exercise price for the Warrant Shares is $1.38 per share and the warrant is exercisable
through November 2029. The fair value of the Warrant Shares at the date of issuance was determined to be $8.7 million.

10. WARRANT LIABILITIES

The Company assumed 7,500,000 public warrants on September 30, 2021 as part of the Business Combination. As of March 31, 2023, there were
5,231,486 public warrants to purchase common stock outstanding. Each warrant entitles the registered holder to purchase one share of common stock at
a price of $11.50 per share.

Public warrants

The public warrants may be exercised on the later of (a) 30 days after the completion of a Business Combination or (b) 12 months from the closing of
the Initial Public Offering of dMY; provided in each case that the Company has an effective registration statement under the Securities Act covering the
shares of common stock issuable upon exercise of the public warrants and a current prospectus relating to them is available (or the Company permits
holders to exercise their public warrants on a cashless basis and such cashless exercise is exempt from registration under the Securities Act). The public
warrants became exercisable on November 17, 2021.

Redemption of warrants when the price per share of common stock equals or exceeds $18.00:

Once the warrants become exercisable, the Company may redeem the outstanding warrants for cash:
 

 •  in whole and not in part;
 

 •  at a price of $0.01 per warrant;
 

 •  upon a minimum of 30 days’ prior written notice of redemption; and
 

 
•  if, and only if, the closing price of common stock equals or exceeds $18.00 per share (as adjusted) for any 20 trading days within

a 30-trading day period ending on the third trading day prior to the date on which the Company sends the notice of redemption to the
warrant holders.

Redemption of warrants for when the price per share of common stock equals or exceeds $10.00:

Once the warrants become exercisable, the Company may redeem the outstanding warrants:
 

 •  in whole and not in part;
 

 

•  at $0.10 per warrant upon a minimum of 30 days’ prior written notice of redemption provided that holders will be able to exercise their
warrants on a cashless basis prior to redemption and receive that number of shares determined by reference to an agreed table based on the
redemption date and the fair market value (as defined within the warrant agreement) of the common stock except as otherwise described
within the warrant agreement; and upon a minimum of 30 days’ prior written notice of redemption; and

 

 •  if, and only if, the closing price of common stock equals or exceeds $10.00 per public share (as adjusted) for any 20 trading days within
the 30-trading day period ending three trading days before the Company sends notice of redemption to the warrant holders.

No public warrants had been redeemed by the Company as of March 31, 2023. 

11. STOCK-BASED COMPENSATION

Equity Incentive Plans

The Company has a 2015 Equity Incentive Plan (the “2015 Plan”), which provided for the grant of share-based compensation to certain officers,
directors, employees, consultants, and advisors. Upon the closing of the Business Combination, no further awards were made pursuant to the 2015 Plan
and all outstanding Legacy IonQ stock options under the 2015 Plan were assumed by the Company. Each Legacy IonQ stock option issued and
outstanding immediately prior to the Business Combination was converted into an option to purchase shares of common stock of the Company equal to
the product of (a) the number of shares of Legacy IonQ common stock subject to such Legacy IonQ stock option agreement immediately prior to the
Business Combination and (b) the exchange ratio at an exercise price equal to the (i) the exercise price per share of such Legacy IonQ stock option
divided by (ii) the exchange ratio. Such stock options will continue to be governed by the terms of the 2015 Plan and the stock option agreements
thereunder, until such outstanding options are exercised or until they terminate or expire by their terms. For awards granted under the 2015 Plan, vesting
generally occurs over four to five years from the date of grant.

In August 2021, the Company’s board of directors adopted the 2021 Equity Incentive Plan (the “2021 Plan”), which was subsequently approved by the
Company’s stockholders in September 2021, and became effective upon the closing of the Business Combination. The 2021 Plan provides for the grant
of stock options, stock appreciation rights, restricted stock awards, restricted stock unit awards (“RSU”), performance awards and other forms of awards
to employees, directors, and consultants. The number of shares of the Company’s common stock reserved for issuance under the 2021 Plan
automatically increases on January 1 of each year, beginning on January 1, 2022, and continuing through and including January 1, 2031, by 5% of the
Fully Diluted Common Stock (as defined in the 2021 Plan) outstanding on December 31 of the preceding year, or a lesser number of shares
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determined by the Company’s board of directors prior to such increase. As of January 1, 2023, the number of shares reserved for issuance under the
2021 Plan increased by 13,587,593. For awards granted under the 2021 Plan, vesting terms range from one to four years from the date of grant. As of
March 31, 2023, the Company had 37,279,201 shares available for grant under the 2021 Plan.

Under both equity incentive plans, all options granted have a contractual term of 10 years.

Stock Options

The Company estimates the fair value of stock options on the date of grant using the Black-Scholes option-pricing model. The Black-Scholes option-
pricing model requires estimates of highly subjective assumptions, which affect the fair value of each stock option.

Expected Volatility—As the Company was privately held until 2021 and there has been limited history of a public market for its common stock prior to
closing the Business Combination, the expected volatility is based on the average historical stock price volatility of comparable publicly-traded
companies in its industry peer group, financial, and market capitalization data.

Expected Term—The expected term of the Company’s options represents the period that the stock-based awards are expected to be outstanding.

The Company has estimated the expected term of its employee awards using the SAB Topic 14 Simplified Method allowed by the FASB and SEC, for
calculating expected term as it has limited historical exercise data to provide a reasonable basis upon which to otherwise estimate expected term. Certain
of the Company’s options began vesting prior to the grant date, in which case the Company uses the remaining vesting term at the grant date in the
expected term calculation.

Risk-Free Interest Rate—The Company estimates its risk-free interest rate by using the yield on actively traded on-inflation-indexed U.S. treasury
securities with contract maturities equal to the expected term.

Dividend Yield—The Company has not declared or paid dividends to date and does not anticipate declaring dividends. As such, the dividend yield has
been estimated to be zero.

Fair Value of Underlying Common Stock—For options granted under the 2015 Plan, because the Company’s common stock was not yet publicly traded
on the date of grant, the Company estimated the fair value of common stock prior to closing the Business Combination. The board of directors
considered numerous objective and subjective factors to determine the fair value of the Company’s common stock at each meeting in which awards were
approved. The factors considered included, but were not limited to: (i) the results of contemporaneous independent third-party valuations of the
Company’s common stock; (ii) the prices, rights, preferences, and privileges of Legacy IonQ’s previously Convertible Redeemable Preferred Stock
relative to those of its common stock; (iii) the lack of marketability of the Company’s common stock; (iv) actual operating and financial results;
(v) current business conditions and projections; (vi) the likelihood of achieving a liquidity event, such as an initial public offering or sale of the
Company, given prevailing market conditions; and (vii) precedent transactions involving the Company’s shares. For options granted under the 2021
Plan, the Company utilizes the closing stock price on the date of grant as the fair value of the common stock underlying such options.

The assumptions used to estimate the fair value of stock options granted during the three months ended March 31, 2023 and 2022, are as follows:
 

   
Three Months Ended

March 31,  
   2023   2022  
Risk-free interest rate    —  %   1.76% 
Expected term (in years)    —     5.63 
Expected volatility    —  %   77.48% 
Dividend yield    —  %   —  % 

The stock option activity is summarized in the following table:
 

   

Number of
Option
Shares    

Weighted
Average
Exercise

Price    

Weighted
Average

Remaining
Contractual
Term (Years)   

Aggregate
Intrinsic

Value
(in millions) 

Outstanding as of December 31, 2022    24,716,270   $ 2.19    7.32   $ 49.69 
Granted    —      —             
Exercised    (131,492)    0.40           
Cancelled/ Forfeited    (296,628)    1.58           
     

 
               

Outstanding as of March 31, 2023    24,288,150   $ 2.21    7.09   $ 108.06 
     

 
               

Exercisable as of March 31, 2023    12,571,954   $ 0.96    7.27   $ 67.93 
Exercisable and expected to vest as of March 31, 2023    24,288,150   $ 2.21    7.09   $ 108.06 
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The following table summarizes additional information on stock option grants, vesting and exercises (in millions, except per share amounts):
 

   
Three Months Ended

March 31,  
   2023    2022  
Total intrinsic value of options exercised   $ 0.8   $ 5.7 
Aggregate grant-date fair value of options vested   $ 3.3   $ 2.2 
Weighted-average grant date fair value per share for options granted   $ —     $ 12.87 

Early Exercised Stock Options

As of March 31, 2023 and December 31, 2022, there were 779,787 and 905,128 shares, respectively, subject to repurchase related to stock options early
exercised and unvested. As of March 31, 2023 and December 31, 2022, the Company recorded a liability related to these shares subject to repurchase in
the amount of $1.7 million and $2.0 million, respectively, in its condensed consolidated balance sheets. 

Restricted Stock Units

The RSU activity is summarized in the following table:
 

   
Number of

RSUs    

Weighted
Average
Grant

Date Fair
Value    

Weighted
Average

Remaining
Contractual
Term (Years)   

Aggregate
Fair Value

(in millions) 
Outstanding as of December 31, 2022    9,320,045   $ 7.02    3.21   $ 65.38 
Granted    —      —             
Vested    (524,711)    8.39           
Forfeited    (235,613)    5.04           
                     

Outstanding as of March 31, 2023    8,559,721   $ 6.99    2.99   $ 59.79 
                     

Expected to vest after March 31, 2023    8,518,721   $ 6.96    3.01   $ 59.26 

Stock-Based Compensation Expense

Total stock-based compensation expense for stock option awards and RSU awards, which are included in the condensed consolidated financial
statements, is as follows (in thousands):
 

   
Three Months Ended

March 31,  
   2023    2022  
Cost of revenue   $ 349   $ 104 
Research and development    5,280    1,698 
Sales and marketing    764    73 
General and administrative    3,875    4,797 
     

 
    

 

Stock-based compensation, net of amounts capitalized    10,268    6,672 
Capitalized stock-based compensation—Intangibles and fixed assets    619    176 
     

 
    

 

Total stock-based compensation   $10,887   $6,848 
     

 
    

 

Unrecognized Stock-Based Compensation

A summary of our remaining unrecognized compensation expense and the weighted-average remaining amortization period as of March 31, 2023,
related to our non-vested stock options and RSU awards is presented below (in millions, except time period amounts):
 

   
Unrecognized

Expense    

Weighted-
Average

Amortization
Period (Years) 

Restricted stock units   $ 54.7    1.5 
Stock options   $ 40.6    1.5 

Employee Stock Purchase Plan

In August 2021, the Company’s board of directors adopted the Employee Stock Purchase Plan (the “ESPP”), which was subsequently approved by the
Company’s stockholders in September 2021, and became effective upon the closing of the Business Combination. The ESPP is intended to qualify as an
“employee stock purchase plan” within the meaning of Section 423 of the U.S. Internal Revenue Code of 1986, as amended (the “Code”). The number
of shares of common stock initially reserved for issuance under the ESPP was 5,354,000 shares. The ESPP provides for an annual increase on January 1
of each year, beginning on January 1, 2022, and continuing through and including January 1, 2031, equal to the lesser of (i) 1% of the fully diluted
shares of common stock outstanding on the last day of the prior fiscal year, (ii) 10,708,000 shares, or (iii) a lesser number of shares determined by the
Company’s board of directors prior to such increase. The board of directors elected not to approve the annual increase of ESPP shares on January 1,
2023.
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Under the terms of the ESPP, eligible employees can elect to acquire shares of the Company’s common stock through periodic payroll deductions during
a series of offering periods. Purchases under the ESPP are affected on the last business day of each offering period at a 15% discount to the lower of
closing price on that day or the closing price on the first day of the offering period. As of March 31, 2023, no shares of common stock had been issued
under the ESPP and no offering period had been set by the board of directors.

12. INCOME TAXES
The Company had no provision for income taxes in any period presented. The effective tax rate for each period differs from the statutory rate primarily
as a result of not recognizing a deferred tax asset for losses due to having a full valuation allowance against deferred tax assets.

The realization of tax benefits of deferred tax assets is dependent upon future levels of taxable income, of an appropriate character, in the periods the
items are expected to be deductible or taxable. Based on the available objective evidence, the Company does not believe it is more likely than not that
the net deferred tax assets will be realizable. Accordingly, the Company has provided a full valuation allowance against the net deferred tax assets as of
March 31, 2023, and December 31, 2022. The Company intends to maintain the remaining valuation allowance until sufficient positive evidence exists
to support a reversal of, or decrease in, the valuation allowance.

13. LEASES
The Company has two operating leases for its facilities in College Park, Maryland, and Bothell, Washington. The College Park, Maryland facility is used
for research and development and corporate functions and is leased from UMD. Refer to Note 14 for further information. The Bothell, Washington,
facility is used for manufacturing, research and development and general office space. Both leases expire in 2030. As of March 31, 2023 and
December 31, 2022, the weighted-average remaining lease term was 7.3 years and 7.9 years, respectively, and the weighted-average discount rate was
9.8% and 11.9%, respectively.

The Bothell, Washington facility lease includes a landlord-provided tenant improvement allowance to offset a portion of the costs of the construction of
leasehold improvements. The Company determined that the leasehold improvements will be Company-owned, and as such, reflected the lease incentive
as a reduction of lease payments used to measure the operating lease liability and ROU asset as of the lease commencement date.

The components of lease cost were as follows (in thousands):
 

   
Three Months Ended

March 31,  
   2023    2022  
Operating lease cost(1)           
Fixed lease cost   $ 360   $ 191 
Short-term cost    43    6 
     

 
    

 

Total operating lease cost   $ 403   $ 197 
 
(1) The lease costs are reflected in the condensed consolidated statements of operations as follows (in thousands):
 

   
Three Months Ended

March 31,  
   2023    2022  
Cost of revenue   $ 14   $ 14 
Research and development    172    146 
Sales and marketing    13    7 
General and administrative    204    30 
           

Total   $ 403   $ 197 
           

Supplemental cash flow and other information related to operating leases was as follows (in thousands):
 

   
Three Months Ended

March 31,  
   2023    2022  
Cash payments included in the measurement of operating lease liabilities   $ 166   $ 161 

As of March 31, 2023, maturities of operating lease liabilities are as follows (in thousands):
 

   Amount  
Year Ending December 31,   
2023   $ 559 
2024    1,831 
2025    2,309 
2026    2,378 
2027    2,449 
Thereafter    6,385 
     

 

Total lease payments    15,911 
Less: imputed interest    (4,795) 



Less: lease incentives    (4,882) 
     

 

Present value of operating lease liabilities   $ 6,234 
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14. RELATED PARTY TRANSACTIONS

Transactions with UMD and Duke

As described in Note 6, the Company entered into a License Agreement and Option Agreement with UMD and Duke whereby the Company, in the
normal course of business, has licensed certain intellectual property and, in the case of the amendments to the Option Agreements, has purchased
research and development services. The Company considers these agreements to be related party transactions because the Company’s Co-founder and
Chief Technology Officer serves as a professor at Duke and the Company’s Co-founder and Chief Scientist served as a professor at UMD. During 2021,
the Company’s Chief Scientist moved to Duke and each, in their role as professors at Duke, are leading the research subject to the License Agreement
and Option Agreement with Duke as of March 31, 2023.

In addition, the Company has an operating lease for office space with UMD, which expires in 2030. Under the lease, for each of the three months ended
March 31, 2023 and 2022, the Company incurred fixed lease costs of $0.2 million and made lease payments of $0.2 million. Future minimum lease
payments as of March 31, 2023, are $6.2 million. As of March 31, 2023 and December 31, 2022, the remaining lease term was 7.7 years and 7.9 years,
respectively. As of both March 31, 2023, and December 31, 2022, the weighted-average discount rate was 11.9%.

In September 2021, the Company entered into a contract with UMD to provide certain quantum computing services and facility access (the “UMD
Quantum Agreement”) related to the National Quantum Lab at UMD in exchange for payments totaling $14.0 million over three years. Over the term of
the contract, the Company estimates that it will make payments to UMD of approximately $1.4 million, including a contribution of $1.0 million to
establish the IonQ Endowed Professorship in the College of Computer, Mathematical and Natural Sciences at UMD. The pledge and other estimated
payments to UMD will not be an exchange for distinct goods or services under the provisions of ASC 606 and therefore are considered a reduction of
the transaction price for the UMD Quantum Agreement. The transaction price is currently estimated at $12.6 million, reflecting this reduction.

In July 2022, the Company entered into an agreement to provide customized quantum computing hardware to UMD for a transaction price of
$0.7 million.

The Company’s results from transactions with related parties, as reflected in the condensed consolidated statements of operations are detailed below.
Except as noted below, all transactions in the table below relate to the Company’s arrangements with UMD (in thousands):
 

   
Three Months Ended

March 31,  
   2023    2022  
Revenue   $ 992   $ 992 
Cost of revenue    13    14 
Research and development ($130 and $130 attributable to Duke)    275    271 
Sales and marketing ($10 and zero attributable to Duke)    20    32 
General and administrative    47    29 

The Company has the following balances related to transactions with related parties, as reflected in the condensed consolidated balance sheets. Except
as noted below, all transactions in the table below relate to the Company’s arrangements with UMD (in thousands):
 

   March 31,   December 31, 
   2023    2022  
Assets           
Prepaid expenses and other current assets ($520 and $520 attributable to

Duke)   $ 525   $ 529 
Operating lease right-of-use asset    3,680    3,753 
Other noncurrent assets ($1,195 and $1,325 attributable to Duke)    1,195    1,325 
Liabilities           
Accounts payable    81    29 
Accrued expenses    88    —   
Current operating lease liabilities    610    591 
Unearned revenue    2,448    3,514 
Non-current operating lease liabilities    3,393    3,459 

15. GEOGRAPHIC INFORMATION

Revenue generated for customers located in the United States was approximately 86% and 87% of revenue for the three months ended March 31, 2023
and 2022, respectively.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

This Quarterly Report on Form 10-Q contains statements that may constitute “forward-looking statements” within the meaning of Section 27A of
the Securities Act of 1933, as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), that involve substantial risks and uncertainties. All statements contained in this Quarterly Report on Form 10-Q other than statements of
historical fact, including statements regarding our future results of operations and financial position, our business strategy and plans, and our
objectives for future operations, are forward-looking statements. The words “believes,” “expects,” “intends,” “estimates,” “projects,” “anticipates,”
“will,” “plan,” “may,” “should,” or similar language are intended to identify forward-looking statements.

It is routine for our internal projections and expectations to change throughout the year, and any forward-looking statements based upon these
projections or expectations may change prior to the end of the next quarter or year. Readers of this Quarterly Report on Form 10-Q are cautioned not to
place undue reliance on any such forward-looking statements. As a result of a number of known and unknown risks and uncertainties, our actual results
or performance may be materially different from those expressed or implied by these forward-looking statements. Risks and uncertainties are identified
under “Risk Factors” in Item 1A herein and in our other filings with the Securities and Exchange Commission (the “SEC”). All forward-looking
statements included herein are made only as of the date hereof. Unless otherwise required by law, we do not undertake, and specifically disclaim, any
obligation to update any forward-looking statement, whether as a result of new information, future events, or otherwise after the date of such statement.

You should read the following discussion and analysis of our financial condition and results of operations together with our unaudited condensed
consolidated financial statements and related notes included elsewhere in this Quarterly Report on Form 10-Q, and our audited consolidated financial
statements and related notes for the year ended December 31, 2022, filed with the SEC on March 30, 2023. Unless the context otherwise requires, the
terms “IonQ,” “Legacy IonQ” “we,” “us,” “our” and similar terms refer to IonQ Quantum, Inc. prior to the consummation of the Business
Combination and IonQ, Inc. and its wholly owned subsidiaries after the consummation of the Business Combination. References to “dMY” refer to the
predecessor company prior to the consummation of the Business Combination.

Overview

We are developing quantum computers designed to solve some of the world’s most complex problems, and transform business, society and the
planet for the better. We believe that our proprietary technology, our architecture, and the technology exclusively available to us through license
agreements will offer us advantages both in terms of research and development, as well as the commercial value of our intended product offerings.

Today, we sell access to several quantum computers of various qubit capacities and are in the process of researching and developing technologies
for quantum computers with increasing computational capabilities. We currently make access to our quantum computers available via three major cloud
platforms, Amazon Web Services’ (“AWS”) Amazon Braket, Microsoft’s Azure Quantum and Google’s Cloud Marketplace, and also to select customers
via our own cloud service. This cloud-based approach enables the broad availability of quantum-computing-as-a-service (“QCaaS”).

We supplement our QCaaS offering with professional services focused on assisting our customers in applying quantum computing to their
businesses. We also expect to sell full quantum computing systems to customers, either over the cloud or for local access.

We are still in the early stages of commercial growth. Since our inception we have incurred significant operating losses. Our ability to generate
revenue sufficient to achieve profitability will depend heavily on the successful development and further commercialization of our quantum computing
systems. Our net losses were $27.3 million and $4.2 million for the three months ended March 31, 2023 and 2022, respectively. As of March 31, 2023,
we had an accumulated deficit of $221.6 million. We expect to continue to incur significant losses for the foreseeable future as we prioritize reaching the
technical milestones necessary to achieve an increasingly higher number of stable qubits and higher levels of fidelity than presently exists—
prerequisites for quantum computing to reach broad quantum advantage.
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Business and Technical Highlights
 

 •  We signed a contract with the United Emirates Quantum Research Center - Technology Innovation Institute to explore how quantum
computing can give the nation a competitive edge.

 

 
•  In collaboration with Fidelity Center for Applied Technology, or FCAT, we were proud to announce new work in the field of Quantum

Monte Carlo. This newest accomplishment focuses on speeding up Monte Carlo simulations, a widely-used statistical analysis method in
finance, science, and engineering.

 

 •  We launched a partnership with BearingPoint, a global management and technology consulting firm, to bolster their growing quantum
team in Europe.

 

 
•  We achieved 29 #AQ on IonQ Forte, our latest world-class quantum system, reaching our most significant 2023 technical goal seven

months ahead of our technical roadmap. This is a 16x increase in computational power, measured by useful computational space for
running algorithms, compared to IonQ Aria with 25 #AQ.

 

 •  We completed construction of IonQ Aria 2, a second Aria-class quantum computer. This new machine will join IonQ Aria 1 on the public
cloud this quarter.

 

 •  We published research results on modeling human cognition using quantum hardware in the peer-reviewed scientific journal, Entropy. This
is the first output of work we initiated a year ago on quantum artificial intelligence, or quantum AI.

 

 •  We hired Pat Tang as Vice President of Research and Development. Pat brings over 23 years of technology experience, most recently as
Vice President of Engineering at Amazon’s Lab126.

Impact of the Macroeconomic Climate on Our Business

The recent trends towards rising inflation may materially adversely affect our business and corresponding financial position and cash flows.
Inflationary factors, interest rates and overhead costs may adversely affect our operating results. Rising interest and inflation rates also present a recent
challenge impacting the U.S. economy and could make it more difficult for us to obtain traditional financing on acceptable terms, if at all, in the future.
Although we do not believe that inflation has had a material impact on our financial position or results of operations to date, we may experience
increases in the near future (especially if inflation rates continue to rise) on our operating costs, including our labor, due to supply chain constraints,
consequences associated with bank failures and the Russia-Ukraine war, and employee availability and wage increases, which may result in additional
stress on our working capital resources.

The Merger Agreement

On March 7, 2021, Legacy IonQ, dMY and Ion Trap Acquisition Inc. (the “Merger Sub”) entered into an Agreement and Plan of Merger (the
“Merger Agreement”). Pursuant to the Merger Agreement, at the closing, the Merger Sub was merged with and into Legacy IonQ, with Legacy IonQ
continuing as the surviving corporation following the merger, being a wholly owned subsidiary of dMY and the separate corporate existence of the
Merger Sub ceased (the “Business Combination”). Commensurate with the Business Combination, dMY changed its name to IonQ, Inc. and Legacy
IonQ changed its name to IonQ Quantum, Inc. IonQ became the successor registrant with the SEC, meaning that Legacy IonQ’s financial statements for
previous periods will be disclosed in the registrant’s future periodic reports filed with the SEC.

Key Components of Results of Operations

Revenue

We have generated limited revenues since our inception. We derive revenue from providing access to QCaaS, consulting services related to
co-developing algorithms on our quantum computing systems, and from contracts associated with the design, development, and construction of
specialized quantum computing systems together with related services. In arrangements with the cloud service providers, the cloud service provider is
considered the customer and we do not have any contractual relationships with the cloud service providers’ end users.

We have determined that our QCaaS contracts represent a combined, stand-ready performance obligation to provide access to our quantum
computing systems together with related maintenance and support. The transaction price generally includes a variable fee based on usage of our
quantum computing systems and may include a fixed fee for a minimum volume of usage to be made available over a defined period of access. Fixed
fee arrangements may also include a variable component whereby customers pay an amount for usage over contractual minimums contained in the
contracts. We have determined that contracts that contain consulting services related to co-developing quantum computing algorithms and the ability to
use our quantum computing systems to run such algorithms represent a combined performance obligation that is satisfied over-time with revenue
recognized based on the efforts incurred to date relative to the total expected effort.

Certain of our contracts contain multiple performance obligations, most commonly in contracts for specialized quantum computing systems
together with related maintenance and support. Such contracts may also include access to our QCaaS. A contract’s transaction price is allocated to each
distinct performance obligation and recognized as revenue when or as the performance obligation is satisfied. When there are multiple performance
obligations in a contract, we allocate the transaction price to each performance obligation based on its standalone selling price when available. We
determine standalone selling price based on the observable price of a product or service when we sell the products or services separately in similar
circumstances and to similar customers. When the standalone selling price is not known, due to it being either highly variable or uncertain, we allocate
the transaction price using the residual approach.

For contracts with a fixed transaction price, the fixed fee is recognized on a straight-line basis over the access period or associated measure of



progress for our consulting services contracts. For contracts without fixed fees, variable usage fees are billed and recognized during the period of such
usage. Performance obligations are satisfied over-time if the customer receives the benefits as we perform the work, if the customer controls the asset as
it is being produced (continuous transfer of control), or if the product being produced for the customer has no alternative use and we have a contractual
right to payment for performance to date. Revenue is recognized on performance obligations satisfied over time based on the efforts incurred to date
relative to the total expected effort.

We are currently focused on marketing our QCaaS and consulting services and have entered into, and are continuing to enter into, new contracts
with customers. We have also engaged with certain prospects who are interested in purchasing entire quantum computers, either over the cloud or for
local access.

Operating Costs and Expenses

Cost of revenue

Cost of revenue primarily consists of expenses related to delivering our services, including personnel-related expenses, allocated facility and other
costs for customer facing functions, and costs associated with maintaining our in-service quantum computing systems to ensure proper calibration as
well as costs incurred for maintaining the cloud on which the QCaaS resides. Cost of revenue also includes hardware costs for construction of
specialized quantum computing systems. Personnel-related expenses include salaries, benefits, and stock-based compensation. Cost of revenue excludes
depreciation and amortization related to our quantum computing systems and related software.
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Research and development

Research and development expenses consist of personnel-related expenses, including salaries, benefits and stock-based compensation, and
allocated facility and other costs for our research and development functions. Unlike a standard computer, design and development efforts continue
throughout the useful life of our quantum computing systems to ensure proper calibration and optimal functionality. Research and development expenses
also include purchased hardware and software costs related to quantum computing systems constructed for research purposes that are not probable of
providing future economic benefit and have no alternate future use as well as costs associated with third-party research and development arrangements.

Sales and marketing

Sales and marketing expenses consist of personnel-related expenses, including salaries, benefits and stock-based compensation, costs for direct
advertising, marketing and promotional expenditures and allocated facility and other costs for our sales and marketing functions. We expect to continue
to make the necessary sales and marketing investments to enable us to increase our market penetration and expand our customer base.

General and administrative

General and administrative expenses consist of personnel-related expenses, including salaries, benefits and stock-based compensation, and
allocated facility and other costs for our corporate, executive, finance, and other administrative functions. General and administrative expenses also
include expenses for outside professional services, including legal, auditing and accounting services, recruitment expenses, information technology,
travel expenses, certain non-income taxes, insurance, and other administrative expenses.

We expect our general and administrative expenses to increase for the foreseeable future as we scale headcount with the growth of our business,
and as a result of operating as a public company, including compliance with the rules and regulations of the SEC, NYSE, legal, audit, additional
insurance expenses, investor relations activities, and other administrative and professional services. As a result, we expect that our general and
administrative expenses will increase in absolute dollars but may fluctuate as a percentage of total revenue over time.

Depreciation and amortization

Depreciation and amortization expense results from depreciation and amortization of our property and equipment, including our quantum
computing systems, and intangible assets that are recognized over their estimated lives.

Nonoperating Costs and Expenses

Change in fair value of warrant liabilities

The change in fair value of warrant liabilities consists of mark-to-market fair value adjustments recorded associated with the public warrants
assumed as part of the Business Combination.

Interest income, net

Interest income, net consists of income earned on our money market funds and other available-for-sale investments.

Other income (expense), net

Other income (expense), net consists of realized losses on our available-for-sale investments and certain other expenses.
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Results of Operations

The following table sets forth our statements of operations for the periods indicated:
 

   
Three Months Ended

March 31,  
   2023    2022  

          

   (in thousands)  
Revenue   $ 4,285   $ 1,953 
Costs and expenses:     

Cost of revenue (excluding depreciation and amortization)(1)    1,036    568 
Research and development (1)    16,233    7,338 
Sales and marketing(1)    2,667    1,871 
General and administrative(1)    10,581    9,194 
Depreciation and amortization    1,791    1,266 

          

Total operating costs and expenses    32,308    20,237 
          

Loss from operations    (28,023)    (18,284) 
Change in fair value of warrant liabilities    (3,610)    13,448 
Interest income, net    4,231    608 
Other income (expense), net    64    1 

          

Loss before benefit for income taxes    (27,338)    (4,227) 
Benefit for income taxes    —      —   

          

Net loss   $(27,338)   $ (4,227) 
          

 
(1) Cost of revenue, research and development, sales and marketing, and general and administrative expenses for the periods include stock-based

compensation expense as follows:
 

   
Three Months Ended

March 31,  
   2023    2022  

          

   (in thousands)  
Cost of revenue   $ 349   $ 104 
Research and development    5,280    1,698 
Sales and marketing    764    73 
General and administrative    3,875    4,797 

Comparison of the Three Months Ended March 31, 2023 and 2022

Revenue
 

   
Three Months Ended

March 31,    
$

Change    
%

Change 
   2023    2022          

              

   (in thousands)          
Revenue   $ 4,285   $ 1,953   $2,332    119% 

Revenue increased by $2.3 million, or 119%, to $4.3 million for the three months ended March 31, 2023, from $2.0 million for the three months
ended March 31, 2022. The increase was primarily driven by new revenue contracts under which we provided services during the three months ended
March 31, 2023.

Cost of revenue
 

   
Three Months Ended

March 31,    
$

Change   
%

Change 
   2023    2022          

    
 

    
 

    

   (in thousands)          
Cost of revenue (excluding depreciation and amortization)   $ 1,036   $ 568   $ 468    82% 

Cost of revenue increased by $0.5 million, or 82%, to $1.0 million for the three months ended March 31, 2023, from $0.6 million for the three
months ended March 31, 2022. The increase was driven primarily by the increase in labor costs to service contracts for the three months ended
March 31, 2023.
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Research and development
 

   
Three Months Ended

March 31,    
$

Change    
%

Change 
   2023    2022          

              

   (in thousands)          
Research and development   $ 16,233   $ 7,338   $8,895    121% 

Research and development expense increased by $8.9 million, or 121%, to $16.2 million for the three months ended March 31, 2023, from
$7.3 million for the three months ended March 31, 2022. The increase was primarily driven by a $7.7 million increase in payroll-related expenses,
including an increase in stock-based compensation of $3.6 million, as a result of increased headcount and a $0.6 million increase in professional service
costs to support research and development initiatives.

Sales and marketing
 

   
Three Months Ended

March 31,    
$

Change   
%

Change 
   2023    2022          

    
 

    
 

    

   (in thousands)          
Sales and marketing   $ 2,667   $ 1,871   $ 796    43% 

Sales and marketing expense increased by $0.8 million, or 43%, to $2.7 million for the three months ended March 31, 2023, from $1.9 million for
the three months ended March 31, 2022. The increase was primarily due to an increase of $0.6 million of payroll-related expenses as a result of
increased headcount, and increased costs to promote our services and other marketing initiatives of approximately $0.2 million.

General and administrative
 

   
Three Months Ended

March 31,    
$

Change    
%

Change 
   2023    2022          

    
 

    
 

    

   (in thousands)          
General and administrative   $10,581   $9,194   $1,387    15% 

General and administrative expenses increased by $1.4 million, or 15%, to $10.6 million for the three months ended March 31, 2023, from
$9.2 million for the three months ended March 31, 2022. The increase was primarily driven by an increase of $2.3 million in payroll-related expenses,
including an increase in stock-based compensation of $1.3 million, due to increased headcount, offset by a decrease of $2.2 million in one-time stock-
based compensation costs incurred in the three months ended March 31, 2022. The remaining increase is primarily due to an increase of $1.2 million in
professional services fees as we scale our business as a public company.

Depreciation and amortization
 

   
Three Months Ended

March 31,    
$

Change   
%

Change 
   2023    2022          

              

   (in thousands)          
Depreciation and amortization   $ 1,791   $ 1,266   $ 525    41% 

Depreciation and amortization expenses increased by $0.5 million, or 41%, to $1.8 million for the three months ended March 31, 2023, from
$1.3 million for the three months ended March 31, 2022. The increase was primarily driven by an increase of $0.2 million due to amortization of
capitalized internally developed software and an increase of $0.1 million in depreciation expense associated with capitalized quantum computing system
costs.

Change in fair value of warrant liabilities
 

   
Three Months Ended

March 31,    
$

Change    
%

Change 
   2023    2022          

    
 

    
 

    

   (in thousands)          
Change in fair value of warrant liabilities   $(3,610)   $13,448   $(17,058)    (127)% 

The change in fair value of warrant liabilities decreased by $17.1 million, or 127%, to a loss of $3.6 million for the three months ended March 31,
2023, from a gain of $13.4 million for the three months ended March 31, 2022. The decrease was primarily due to mark-to-market adjustments based on
changes in the trading price for the public warrants.
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Interest income, net
 

   
Three Months Ended

March 31,    
$

Change    
%

Change 
   2023    2022          

              

   (in thousands)          
Interest income, net   $ 4,231   $ 608   $3,623    596% 

Interest income, net increased by $3.6 million, or 596%, to $4.2 million for the three months ended March 31, 2023, from $0.6 million for the
three months ended March 31, 2022. The increase was primarily driven by interest income earned on our cash equivalents and available-for-sale
investments due to higher interest rates.

Liquidity and Capital Resources

As of March 31, 2023, we had cash, cash equivalents and available-for-sale securities of $525.5 million. Excluded from our available liquidity is
$2.0 million of restricted cash, which is recorded in other noncurrent assets in our condensed consolidated balance sheets. We believe that our cash, cash
equivalents and investments as of March 31, 2023, will be sufficient to meet our working capital and capital expenditure needs for the next 12 months.
We believe we will meet longer term expected future cash requirements and obligations through a combination of cash flows from operating activities
and available funds from our cash, cash equivalents and investment balances. However, this determination is based upon internal projections and is
subject to changes in market and business conditions. We have incurred significant losses since our inception and as of March 31, 2023, we had an
accumulated deficit of $221.6 million. During the three months ended March 31, 2023, we incurred net losses of $27.3 million. We expect to incur
significant losses and higher operating expenses for the foreseeable future.

Future Funding Requirements

We expect our principal sources of liquidity will continue to be our cash, cash equivalents and investments and any additional capital we may
obtain through additional equity or debt financings. Our future capital requirements will depend on many factors, including investments in growth and
technology. We may, in the future, enter into arrangements to acquire or invest in complementary businesses, services, and technologies, which may
require us to seek additional equity or debt financing.

Our primary uses of cash and investments are to fund our operations as we continue to grow our business. We require a significant amount of cash
for expenditures as we invest in ongoing research and development and commercialization of our products. Until such time as we can generate
significant revenue from commercializing our quantum computing technology, if ever, we expect to finance our liquidity needs through our cash, cash
equivalents and investments, as well as equity or debt financings or other capital sources, including potential collaborations and other similar
arrangements. However, we may be unable to raise additional funds or enter into such other arrangements when needed on favorable terms or at all.
Rising interest and inflation rates present a recent challenge impacting the U.S. economy and could make it more difficult for us to obtain traditional
financing on acceptable terms, if at all, in the future. To the extent that we raise additional capital through the sale of equity or convertible debt
securities, the ownership interest of our stockholders will be or could be diluted, and the terms of these securities may include liquidation or other
preferences that adversely affect the rights of our stockholders. Debt financing and equity financing, if available, may involve agreements that include
covenants limiting or restricting our ability to take specific actions, such as incurring additional debt, making capital expenditures, or declaring
dividends. If we raise funds through collaborations, or other similar arrangements with third parties, we may have to relinquish valuable rights to our
quantum computing technology on terms that may not be favorable to us and/or may reduce the value of our common stock. If we are unable to raise
additional funds through equity or debt financings when needed, we may be required to delay, limit, reduce or terminate our quantum computing
development efforts. Our future capital requirements and the adequacy of available funds will depend on many factors, including those set forth in the
section titled “Risk Factors.”

Other than operating expenses and our continued investment in our quantum computers, cash requirements for fiscal year 2023 are expected to
consist primarily of capital expenditures for corporate facilities.

Our material cash requirements as of March 31, 2023, include operating lease commitments, including the lease of our headquarters in College
Park, Maryland and our manufacturing and office space in Bothell, Washington. As of March 31, 2023, we have total operating lease obligations of
$15.9 million, with $0.9 million payable within 12 months.

Cash flows

The following table summarizes our cash flows for the period indicated:
 

   
Three Months Ended

March 31,  
   2023    2022  

          

   (in thousands)  
Net cash used in operating activities   $(13,815)   $ (8,324) 
Net cash provided by (used in) investing activities    21,315    (304,098) 
Net cash provided by financing activities    34    148 
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Cash flows from operating activities

Our cash flows from operating activities are significantly affected by the growth of our business, primarily related to research and development,
sales and marketing, and general and administrative activities. Our operating cash flows are also affected by our working capital needs to support growth
in personnel-related expenditures and fluctuations in accounts payable and other current assets and liabilities.

Net cash used in operating activities during the three months ended March 31, 2023, was $13.8 million, resulting primarily from a net loss of
$27.3 million, adjusted for non-cash activity, primarily related to the loss recorded as a result of mark-to-market activity for our public warrants, stock-
based compensation and other working capital activities. The increase in net cash used in operations from the prior year period was primarily related to
increased research and development activities, increased compensation costs as a result of hiring personnel and increased costs incurred as a public
company.

Net cash used in operating activities during the three months ended March 31, 2022, was $8.3 million, resulting primarily from a net loss of
$4.2 million, adjusted for non-cash activity, primarily related to the loss recorded as a result of mark-to-market activity for our public and private
warrants, stock-based compensation and offering costs associated with warrants, as well as other working capital activities. The increase in net cash used
in operations from the prior year period was primarily related to increased research and development activities, increased compensation costs as a result
of hiring personnel and increased costs incurred as a public company.

Cash flows from investing activities

Net cash provided by investing activities during the three months ended March 31, 2023, was $21.3 million, primarily resulting from cash
received from sales and maturities of available-for-sale investments of $88.1 million, offset by purchases of available-for-sale securities of $64.4 million
and additions of $1.2 million to property and equipment primarily related to the development of our quantum computing systems.

Net cash used in investing activities during the three months ended March 31, 2022, was $304.1 million, primarily resulting from purchases of
available-for-sale securities of $311.2 million, additions of $2.7 million to property and equipment primarily related to the development of our quantum
computing systems, offset by cash received from maturities of available-for-sale investments of $10.4 million.

Cash flows from financing activities

Net cash provided by financing activities during the three months ended March 31, 2023, was less than $0.1 million, primarily resulting from
proceeds from stock options exercised.

Net cash provided by financing activities during the three months ended March 31, 2022, was $0.1 million primarily resulting from proceeds from
stock options exercised.

Critical Accounting Estimates

This discussion and analysis of financial condition and results of operations is based upon the Company’s condensed consolidated financial
statements, which have been prepared in accordance with U.S. GAAP. The preparation of these financial statements requires us to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities. We also make estimates and
assumptions on revenue generated and reported expenses incurred during the reporting periods. Our estimates are based on our historical experience and
on various other factors that we believe are reasonable under the circumstances. The results of these estimates form the basis for making judgments
about the carrying value of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates.

There have been no material changes to our critical accounting estimates from those described under “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” in our Annual Report.

Critical accounting estimates are defined as those reflective of significant judgments, estimates and uncertainties, which may result in materially
different results under different assumptions and conditions. Within our Annual Report on Form 10-K, we have disclosed our critical accounting
estimates that we believe to have the greatest potential impact on our consolidated financial statements. Historically, our assumptions, judgments and
estimates relative to our critical accounting estimates have not differed materially from actual results.

Recently Issued and Adopted Accounting Standards

See Note 2, Summary of Significant Accounting Policies, in the notes to our condensed consolidated financial statements included in Part I, Item I
of this Quarterly Report on Form 10-Q for a discussion of recent accounting pronouncements.

Emerging Growth Company Status and Smaller Reporting Company Status

Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting
standards until private companies are required to comply with the new or revised financial accounting standards. The JOBS Act provides that a company
can choose not to take advantage of the extended transition period and comply with the requirements that apply to non-emerging growth companies, and
any such election to not take advantage of the extended transition period is irrevocable. During the extended transition period, it may be difficult or
impossible to compare our financial results with the financial results of another public company that complies with public company effective dates for
accounting standard updates because of the potential differences in accounting standards used.
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We will remain an emerging growth company under the JOBS Act until the earliest of (a) December 31, 2025, (b) the last date of the fiscal year in
which we have total annual gross revenue of at least $1.235 billion, (c) the last day of the fiscal year in which we are deemed to be a “large accelerated
filer” under the rules of the SEC, which means the market value of our common stock that is held by non-affiliates exceeds $700.0 million as of the prior
June 30th or (d) the date on which we have issued more than $1.0 billion in non-convertible debt securities during the previous three-year period.

We are also a smaller reporting company as defined in the Exchange Act. We may continue to be a smaller reporting company even after we are
no longer an emerging growth company. We may take advantage of certain of the scaled disclosures available to smaller reporting companies and will be
able to take advantage of these scaled disclosures for so long as (i) our voting and non-voting common stock held by non-affiliates is less than
$250.0 million measured on the last business day of our second fiscal quarter or (ii) our annual revenue is less than $100.0 million during the most
recently completed fiscal year and our voting and non-voting common stock held by non-affiliates is less than $700.0 million measured on the last
business day of our second fiscal quarter.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk related to changes in interest rates and concentration of credit. For a discussion of quantitative and qualitative
disclosures about market risk, see Item 7A of Part II of our Annual Report. No material changes related to our market risks have occurred since
December 31, 2022.

 
Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We maintain “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as
amended, or the Exchange Act, that are designed to ensure that information required to be disclosed in the reports that we file or submit under the
Exchange Act is (1) recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms and (2) accumulated
and communicated to our management, including our principal executive officer and principal financial officer, to allow timely decisions regarding
required disclosure. Management recognizes that any controls and procedures, no matter how well designed and operated, can provide only reasonable
assurance of achieving their objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls
and procedures.

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act), as of the end of the period covered by this Quarterly
Report on Form 10-Q. Based on such evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that as of March 31, 2023, our
disclosure controls and procedures were effective at a reasonable assurance level.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act)
during the period covered by this Quarterly Report on Form 10-Q that has materially affected, or is reasonably likely to materially affect, our internal
control over financial reporting.
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PART II—OTHER INFORMATION
 
Item 1. Legal Proceedings.

From time to time, we may become involved in legal proceedings relating to claims arising from the ordinary course of business. Future litigation
may be necessary to defend ourselves. The results of any current or future litigation cannot be predicted with certainty, and regardless of the outcome,
litigation can have an adverse impact on us because of defense and settlement costs, diversion of management resources and other factors.

In May 2022, a securities class action complaint captioned Leacock v. IonQ, Inc. et al., Case No. 8:22-cv-01306, was filed by a stockholder of the
Company in the United States District Court for the District of Maryland (the “Leacock Litigation”) against the Company and certain of the Company’s
current officers. In June 2022, a securities class action complaint captioned Fisher v. IonQ, Inc., Case No. 8:22-cv-01306-DLB (the “Fisher Litigation”)
was filed by a stockholder of the Company and certain of the Company’s current officers (“IonQ Defendants”). Both the Leacock Litigation and Fisher
Litigation, which have been consolidated into a single action, allege violations of Section 10(b) of the Exchange Act, and Rule 10b-5 promulgated
thereunder, and Section 20(a) of the Exchange Act and seek damages. In September 2022, the Court appointed lead plaintiffs and counsel for lead
plaintiffs, and ordered lead plaintiffs to file a consolidated amended complaint. The consolidated amended complaint was filed on November 22, 2022.
As part of the consolidated amended complaint, certain members of the Company’s Board of Directors as well as other dMY-related defendants (the
“Additional Defendants”) have been added as defendants to the case. On February 7, 2023, the IonQ Defendants and the Additional Defendants each
filed a motion to dismiss the consolidated amended complaint. Both the IonQ Defendants and the Additional Defendants believe that the allegations in
the various complaints are without merit and intend to defend the matters vigorously.

On March 2, 2023, we filed a petition in the Delaware Court of Chancery pursuant to Section 205 of the Delaware General Corporation Law,
which permits the Court of Chancery, in its discretion, to validate potentially defective corporate acts. The petition sought an order of the Chancery
Court validating and declaring effective (i) our Second Amended and Restated Certificate of Incorporation dated September 30, 2021 (the “A&R COI”),
including its filing and effectiveness, as of the date and time that it was originally filed with the Delaware Secretary of State and (ii) all shares of our
capital stock issued in reliance on the validity and effectiveness of the A&R COI as of the date and time of the original issuance of such shares.
Although we believe the A&R COI and all shares issued under it were valid and effective at all relevant times, a recent decision of the Court of
Chancery created uncertainty regarding the approval of the A&R COI by our stockholders in February 2021. On March 17, 2023, the Court of Chancery
entered the requested order. In addition, at no point prior to March 17, 2023 had we issued or reserved for issuance shares in excess of the predecessor
certificate of incorporation of the Company.

Please refer to Note 8, Commitments and Contingencies, to the condensed consolidated financial statements included in this Quarterly Report on
Form 10-Q for further details on current legal proceedings.
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Item 1A. Risk Factors.

RISK FACTORS

Investing in our securities involves a high degree of risk. Before you make a decision to buy our securities, you should carefully consider the risks
and uncertainties described below together with all of the other information contained in this Quarterly Report on Form 10-Q. If any of the events or
developments described below were to occur, our business, prospects, operating results and financial condition could suffer materially, the trading price
of our common stock could decline, and you could lose all or part of your investment. The risks and uncertainties described below are not the only ones
we face. Additional risks and uncertainties not presently known to us or that we currently believe to be immaterial may also adversely affect our
business.

Summary Risk Factors

Our business is subject to a number of risks of which you should be aware before making a decision to invest in our securities. These risks
include, among others, the following:
 

 •  We are an early-stage company and have a limited operating history, which makes it difficult to forecast our future results of operations.
 

 •  We have a history of operating losses and expect to incur significant expenses and continuing losses for the foreseeable future.
 

 •  We may not be able to scale our business quickly enough to meet customer and market demand, which could result in lower profitability or
cause us to fail to execute on our business strategies.

 

 •  We may not manage our growth effectively.
 

 •  Our management has limited experience in operating a public company.
 

 •  Our estimates of market opportunity and forecasts of market growth may prove to be inaccurate.
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 •  Even if the market in which we compete achieves the forecasted growth, our business could fail to grow at similar rates, if at all.
 

 •  Our operating and financial results forecast relies in large part upon assumptions and analyses we developed. If these assumptions or
analyses prove to be incorrect, our actual operating results may be materially different from our forecasted results.

 

 •  We may need additional capital to pursue our business objectives and respond to business opportunities, challenges or unforeseen
circumstances, and we cannot be sure that additional financing will be available.

 

 •  We have not produced a scalable quantum computer and face significant barriers in our attempts to produce quantum computers.
 

 •  The quantum computing industry is competitive on a global scale and we may not be successful in competing in this industry or
establishing and maintaining confidence in our long-term business prospects among current and future partners and customers.

 

 •  Even if we are successful in developing quantum computing systems and executing our strategy, competitors in the industry may achieve
technological breakthroughs that render our quantum computing systems obsolete or inferior to other products.

 

 •  We may be unable to reduce the cost per qubit, which may prevent us from pricing our quantum systems competitively.
 

 
•  The quantum computing industry is in its early stages and volatile, and if it does not develop, if it develops slower than we expect, if it

develops in a manner that does not require use of our quantum computing solutions, if it encounters negative publicity or if our solution
does not drive commercial engagement, the growth of our business will be harmed.

 

 •  If our computers fail to achieve a broad quantum advantage, our business, financial condition and future prospects may be harmed.
 

 •  We could suffer disruptions, outages, defects and other performance and quality problems with our quantum computing systems or with
the public cloud and internet infrastructure on which they rely.

 

 •  We have and may continue to face supply chain issues that could delay the introduction of our product and negatively impact our business
and operating results.

 

 •  If we cannot successfully execute on our strategy or achieve our objectives in a timely manner, our business, financial condition and
results of operations could be harmed.

 

 •  Our products may not achieve market success, but will still require significant costs to develop.
 

 •  We are highly dependent on our co-founders, and our ability to attract and retain senior management and other key employees is critical to
our success.

 

 •  We may not be able to accurately estimate the future supply and demand for our quantum computers, which could result in a variety of
inefficiencies in our business and hinder our ability to generate revenue.

 

 
•  Our systems depend on the use of a particular isotope of an atomic element that provides qubits for our ion trap technology. If we are

unable to procure these isotopically enriched atomic samples, or are unable to do so on a timely and cost-effective basis, and in sufficient
quantities, we may incur significant costs or delays, which could negatively affect our operations and business.

 

 •  If our quantum computing systems are not compatible with some or all industry-standard software and hardware in the future, our business
could be harmed.

 

 •  If we are unable to maintain our current strategic partnerships or we are unable to develop future collaborative partnerships, our future
growth and development could be negatively impacted.

 
33



Table of Contents

 •  Our business depends on our customers’ abilities to implement useful quantum algorithms and sufficient quantum resources for their
business.

 

 •  Our future growth and success depend in part on our ability to sell effectively to government entities and large enterprises.
 

 •  Contracts with government and state agencies are subject to a number of challenges and risks.
 

 •  Our future growth and success depend on our ability to sell effectively to large customers.
 

 •  Contracts with government and state agencies are subject to a number of challenges and risks.
 

 •  If our information technology systems, data, or physical facilities where our quantum computers are stored, or those of third parties upon
which we rely, are or were compromised, we could experience adverse business consequences resulting from such compromise.

 

 •  Unfavorable conditions in our industry or the global economy, could limit our ability to grow our business and negatively affect our results
of operations.

 

 •  Government actions and regulations, such as tariffs and trade protection measures, may limit our ability to obtain products from our
suppliers.

 

 •  Because our success depends, in part, on our ability to expand sales internationally, our business will be susceptible to risks associated
with international operations.

 

 •  Licensing of intellectual property is of critical importance to our business.
 

 

•  If we are unable to obtain and maintain patent protection for our products and technology, or if the scope of the patent protection obtained
is not sufficiently broad or robust, our competitors could develop and commercialize products and technology similar or identical to ours,
and our ability to successfully commercialize our products and technology may be adversely affected. Moreover, our trade secrets could be
compromised, which could cause us to lose the competitive advantage resulting from these trade secrets.

 

 
•  We may face patent infringement and other intellectual property claims that could be costly to defend, result in injunctions and significant

damage awards or other costs and limit our ability to use certain key technologies in the future or require development of non-infringing
products, services, or technologies.

 

 

•  Some of our in-licensed intellectual property, including the intellectual property licensed from the University of Maryland and Duke
University, has been conceived or developed through government-funded research and thus may be subject to federal regulations providing
for certain rights for the U.S. government or imposing certain obligations on us and compliance with such regulations may limit our
exclusive rights and our ability to contract with non-U.S. manufacturers.

Risks Related to Our Financial Condition and Status as an Early Stage Company

We are an early stage company and have a limited operating history, which makes it difficult to forecast our future results of operations.

As a result of our limited operating history, our ability to accurately forecast our future results of operations is limited and subject to a number of
uncertainties, including our ability to plan for and model future growth. Our ability to generate revenues will largely be dependent on our ability to
develop and produce quantum computers with increasing numbers of algorithmic qubits. As a result, our scalable business model has not been formed
and our technical roadmap may not be realized as quickly as expected, or even at all. The development of our scalable business model will likely require
the incurrence of a substantially higher level of costs than incurred to date, while our revenues will not substantially increase until more powerful,
scalable computers are produced, which requires a number of technological advancements that may not occur on the currently anticipated
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timetable or at all. As a result, our historical results should not be considered indicative of our future performance. Further, in future periods, our growth
could slow or decline for a number of reasons, including but not limited to slowing demand for our service offerings, increased competition, changes to
technology, inability to scale up our technology, a decrease in the growth of the overall market, or our failure, for any reason, to continue to take
advantage of growth opportunities.

We have also encountered, and will continue to encounter, risks and uncertainties frequently experienced by growing companies in rapidly
changing industries. If our assumptions regarding these risks and uncertainties and our future growth are incorrect or change, or if we do not address
these risks successfully, our operating and financial results could differ materially from our expectations, and our business could suffer. Our success as a
business ultimately relies upon fundamental research and development breakthroughs in the coming years and decade. There is no certainty these
research and development milestones will be achieved as quickly as expected, or even at all.

We have a history of operating losses and expect to incur significant expenses and continuing losses for the foreseeable future.

We have historically experienced net losses from operations. For the three months ended March 31, 2023, we incurred a loss from operations of
$28.0 million. As of March 31, 2023, we had an accumulated deficit of $221.6 million. We believe that we will continue to incur losses each year until at
least the time we begin significant production and delivery of our quantum computers, which is not expected to occur until 2025, at the earliest, and may
occur later, or never. Even with significant production, such production may never become profitable.

We expect the rate at which we will incur operating losses to be significantly higher in future periods as we, among other things, continue to incur
significant expenses in connection with the design, development and construction of our quantum computers, and as we expand our research and
development activities, invest in manufacturing capabilities, build up inventories of components for our quantum computers, increase our sales and
marketing activities, develop our distribution infrastructure, and increase our general and administrative functions to support our growing operations and
costs of being a public company. We may find that these efforts are more expensive than we currently anticipate or that these efforts may not result in
revenues, which would further increase our losses. If we are unable to achieve and/or sustain profitability, or if we are unable to achieve the growth that
we expect from these investments, it could have a material effect on our business, financial condition or results of operations. Our business model is
unproven and may never allow us to cover our costs.

We may not be able to scale our business quickly enough to meet customer and market demand, which could result in lower profitability or cause us
to fail to execute on our business strategies.

In order to grow our business, we will need to continually evolve and scale our business and operations to meet customer and market demand.
Quantum computing technology has never been sold at large-scale commercial levels. Evolving and scaling our business and operations places increased
demands on our management as well as our financial and operational resources to:
 

 •  effectively manage organizational change;
 

 •  design scalable processes;
 

 •  accelerate and/or refocus research and development activities;
 

 •  expand manufacturing, supply chain and distribution capacity;
 

 •  increase sales and marketing efforts;
 

 •  broaden customer-support and services capabilities;
 

 •  maintain or increase operational efficiencies;
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 •  scale support operations in a cost-effective manner;
 

 •  implement appropriate operational and financial systems; and
 

 •  maintain effective financial disclosure controls and procedures.

Commercial production of quantum computers may never occur. We have no experience in producing large quantities of our products and are
currently constructing advanced generations of our products. As noted above, there are significant technological and logistical challenges associated
with developing, producing, marketing, selling and distributing products in the advanced technology industry, including our products, and we may not
be able to resolve all of the difficulties that may arise in a timely or cost-effective manner, or at all. We may not be able to cost-effectively manage
production at a scale or quality consistent with customer demand in a timely or economical manner.

Our ability to scale is dependent also upon components we must source from the optical, electronics and semiconductor industries. Shortages or
supply interruptions in any of these components will adversely impact our ability to deliver revenues.

The stability of ion traps may prove poorer than hoped, or more difficult to manufacture. It may also prove more difficult or even impossible to
reliably entangle/connect ion traps together. Both of these factors would adversely impact scalability and costs of the ion trap system.

If commercial production of our quantum computers commences, our products may contain defects in design and manufacture that may cause
them to not perform as expected or that may require repair, recalls and design changes. Our quantum computers are inherently complex and incorporate
technology and components that have not been used for other applications and that may contain defects and errors, particularly when first introduced.
We have a limited frame of reference from which to evaluate the long-term performance of our products. There can be no assurance that we will be able
to detect and fix any defects in our quantum computers prior to the sale to potential consumers. If our products fail to perform as expected, customers
may delay deliveries, terminate further orders or initiate product recalls, each of which could adversely affect our sales and brand and could adversely
affect our business, prospects and results of operations.

If we cannot evolve and scale our business and operations effectively, we may not be able to execute our business strategies in a cost-effective
manner and our business, financial condition, profitability and results of operations could be adversely affected.

We may not manage growth effectively.

If we fail to manage growth effectively, our business, results of operations and financial condition could be harmed. We anticipate that a period of
significant expansion will be required to address potential growth. This expansion will place a significant strain on our management, operational and
financial resources. Expansion will require significant cash investments and management resources and there is no guarantee that they will generate
additional sales of our products or services, or that we will be able to avoid cost overruns or be able to hire additional personnel to support them. In
addition, we will also need to ensure our compliance with regulatory requirements in various jurisdictions applicable to the sale, installation and
servicing of our products. To manage the growth of our operations and personnel, we must establish appropriate and scalable operational and financial
systems, procedures and controls and establish and maintain a qualified finance, administrative and operations staff. We may be unable to acquire the
necessary capabilities and personnel required to manage growth or to identify, manage and exploit potential strategic relationships and market
opportunities.

Our management has limited experience in operating a public company.

Our executive officers have limited experience in the management of a publicly traded company. Our management team may not successfully or
effectively manage reporting obligations under federal securities laws. Their limited experience in dealing with the increasingly complex laws pertaining
to public companies could be a
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significant disadvantage in that it is likely that an increasing amount of their time may be devoted to these activities, which will result in less time being
devoted to our management and growth. The development and implementation of the standards and controls necessary for us to achieve the level of
accounting standards required of a public company in the United States may require costs greater than expected. It is possible that we will be required to
expand our employee base and hire additional employees to support our operations as a public company, which will increase our operating costs in
future periods.

Our estimates of market opportunity and forecasts of market growth may prove to be inaccurate.

Market opportunity estimates and growth forecasts, including those we have generated, are subject to significant uncertainty and are based on
assumptions and estimates that may not prove to be accurate. The variables that go into the calculation of our market opportunity are subject to change
over time, and there is no guarantee that any particular number or percentage of companies covered by our market opportunity estimates will purchase
our products at all or generate any particular level of revenue for us. In addition, alternatives to quantum computing may present themselves and if they
did, could substantially reduce the market for quantum computing services. Any expansion in our market depends on a number of factors, including the
cost, performance, and perceived value associated with quantum computing solutions.

The methodology and assumptions used to estimate market opportunities may differ materially from the methodologies and assumptions
previously used to estimate the total addressable market. To estimate the size of our market opportunities and our growth rates, we have relied on market
reports by leading research and consulting firms. These estimates of the total addressable market and growth forecasts are subject to significant
uncertainty, are based on assumptions and estimates that may not prove to be accurate and are based on data published by third parties that we have not
independently verified. Advances in classical computing may prove more robust for longer than currently anticipated. This could adversely affect the
timing of any quantum advantage being achieved, if at all.

Even if the market in which we compete achieves the forecasted growth, our business could fail to grow at similar rates, if at all.

Our success will depend upon our ability to expand, scale our operations, and increase our sales capability. Even if the market in which we
compete meets the size estimates and growth forecasted, our business could fail to grow at similar rates, if at all.

Our growth is dependent upon our ability to successfully scale up manufacturing of our products in sufficient quantity and quality, in a timely or
cost-effective manner. Our growth is also dependent upon our ability to successfully market and sell quantum computing technology. We do not have
experience with the mass distribution and sale of quantum computing technology. Our growth and long-term success will depend upon the development
of our sales and delivery capabilities.

Unforeseen issues associated with scaling up and constructing quantum computing technology at commercially viable levels, and selling our
technology, could negatively impact our business, financial condition and results of operations.

Moreover, because of our unique technology, our customers will require particular support and service functions, some of which are not currently
available. If we experience delays in adding such support capacity or servicing our customers efficiently, or experience unforeseen issues with the
reliability of our technology, it could overburden our servicing and support capabilities. Similarly, increasing the number of our customers, products or
services, for example by entering into government contracts and expanding to new geographies, has required and may continue to require us to rapidly
increase the availability of these services. Failure to adequately support and service our customers may inhibit our growth and ability to expand
computing targets globally. There can be no assurance that our projections on which such targets are based will prove accurate or that the pace of growth
or coverage of our customer infrastructure network will meet customer expectations. Failure to grow at rates similar to that of the quantum computing
industry may adversely affect our operating results and ability to effectively compete within the industry.
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Our operating and financial results forecast relies in large part upon assumptions and analyses we have developed. If these assumptions or analyses
prove to be incorrect, our actual operating results may be materially different from our forecasted results.

Our projected financial and operating information reflect current estimates of future performance, which may never occur. Whether actual
operating and financial results and business developments will be consistent with our expectations and assumptions as reflected in our forecasts depends
on a number of factors, many of which are outside our control, including, but not limited to:
 

 •  success and timing of development activity;
 

 •  customer acceptance of our quantum computing systems;
 

 •  breakthroughs in classical computing or other computing technologies that could eliminate the advantages of quantum computing systems
rendering them less practical to customers;

 

 •  competition, including from established and future competitors;
 

 •  whether we can obtain sufficient capital to sustain and grow our business;
 

 •  our ability to manage our growth;
 

 •  our ability to retain existing key management, integrate recent hires and attract, retain and motivate qualified personnel; and
 

 •  the overall strength and stability of domestic and international economies.

Unfavorable changes in any of these or other factors, most of which are beyond our control, could materially and adversely affect our business,
financial condition and results of operations.

We may need additional capital to pursue our business objectives and respond to business opportunities, challenges or unforeseen circumstances,
and we cannot be sure that additional financing will be available.

Our business and our future plans for expansion are capital-intensive and the specific timing of cash inflows and outflows may fluctuate
substantially from period to period. Our operating plan may change because of factors currently unknown, and we may need to seek additional funds
sooner than planned, through public or private equity or debt financings or other sources, such as strategic collaborations. Such financings may result in
dilution to our stockholders, issuance of securities with priority as to liquidation and dividend and other rights more favorable than common stock,
imposition of debt covenants and repayment obligations or other restrictions that may adversely affect our business. In addition, we may seek additional
capital due to favorable market conditions or strategic considerations even if we believe that we have sufficient funds for current or future operating
plans. Weakness and volatility in capital markets and the economy, in general or as a result of bank failures or macroeconomic conditions such as rising
inflation and interest rates, could limit our access to capital markets and increase our costs of borrowing. There can be no assurance that financing will
be available to us on favorable terms, or at all. The inability to obtain financing when needed may make it more difficult for us to operate our business
or implement our growth plans.
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Our ability to use net operating loss carryforwards and other tax attributes may be limited.

We have incurred losses during our history, do not expect to become profitable in the near future and may never achieve profitability. To the extent
that we continue to generate taxable losses, unused losses will carry forward to offset future taxable income, if any, until such unused losses expire, if at
all. As of December 31, 2022, we had U.S. federal and state net operating loss carryforwards of approximately $96.3 million and $69.5 million,
respectively.

Our net operating loss carryforwards are subject to review and possible adjustment by the IRS, and state tax authorities. Under Sections 382 and
383 of the Internal Revenue Code of 1986, as amended (the “Code”), our federal net operating loss carryforwards and other tax attributes may become
subject to an annual limitation in the event of certain cumulative changes in the ownership of our stock. An “ownership change” pursuant to Section 382
of the Code generally occurs if one or more stockholders or groups of stockholders who own at least 5% of a company’s stock increase their ownership
by more than 50 percentage points over their lowest ownership percentage within a rolling three-year period. Our ability to utilize our net operating loss
carryforwards and other tax attributes to offset future taxable income or tax liabilities may be limited as a result of ownership changes, including
changes in connection with our Business Combination with dMY or other transactions. Similar rules may apply under state tax laws. We have not yet
determined the amount of the cumulative change in our ownership resulting from our Business Combination with dMY or other transactions, or any
resulting limitations on our ability to utilize our net operating loss carryforwards and other tax attributes. If we earn taxable income, such limitations
could result in increased future income tax liability and our future cash flows could be adversely affected. We have recorded a full valuation allowance
related to our net operating loss carryforwards and other deferred tax assets due to the uncertainty of the ultimate realization of the future benefits of
those assets.
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Risks Related to Our Business and Industry

We have not produced a scalable quantum computer and face significant barriers in our attempts to produce quantum computers. If we cannot
successfully overcome those barriers, our business will be negatively impacted and could fail.

Producing quantum computers is a difficult undertaking. There are significant engineering challenges that we must overcome to build our
quantum computers. We are still in the development stage and face significant challenges in completing development of our quantum computers and in
producing quantum computers in commercial volumes. Some of the development challenges that could prevent the introduction of our quantum
computers include, but are not limited to, failure to find scalable ways to flexibly manipulate qubits, failure to transition quantum systems to leverage
low-cost, commodity optical technology, and failure to realize multicore quantum computer technology.

Additional development challenges we face include:
 

 •  gate fidelity, error correction and miniaturization may not commercialize from the lab and scale as hoped or at all;
 

 •  it could prove more challenging and take materially longer than expected to operate parallel gates within a single ion trap and maintain
gate fidelity;

 

 •  the photonic interconnect between ion traps could prove more challenging and take longer to perfect than currently expected. This would
limit our ability to scale to a sufficiently large number of algorithmic qubits in a single system;

 

 •  it could take longer to tune the qubits in a single ion trap, as well as preserve the stability of the qubits within a trap as we seek to
maximize the total number of qubits within one trap;

 

 •  the gate speed in our technology could prove more difficult to improve than expected; and
 

 •  the scaling of fidelity with qubit number could prove poorer than expected, limiting our ability to achieve larger algorithmic qubits.

In addition, we will need to develop the manufacturing process necessary to make these quantum computers in high volume. We have not yet
validated a manufacturing process or acquired the tools or processes necessary to produce high volumes of our quantum computers that meet all
commercial requirements. If we are not able to overcome these manufacturing hurdles in building our quantum computers, our business is likely to fail.

Even if we complete development and achieve volume production of our quantum computers, if the cost, performance characteristics or other
specifications of the quantum computer fall short of our projections, our business, financial condition and results of operations would be adversely
affected.

The quantum computing industry is competitive on a global scale and we may not be successful in competing in this industry or establishing and
maintaining confidence in our long-term business prospects among current and future partners and customers.

The markets in which we operate are rapidly evolving and highly competitive. As these markets continue to mature and new technologies and
competitors enter such markets, we expect competition to intensify. Our current competitors include:
 

 •  large, well-established tech companies that generally compete in all of our markets, including Google, Microsoft, Amazon, Intel and IBM;
 

 •  countries such as China, Russia, Canada, Australia and the United Kingdom, and those in the European Union and we believe additional
countries in the future;

 

 •  less-established public and private companies with competing technology, including companies located outside the United States; and
 

 •  new or emerging entrants seeking to develop competing technologies.
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We compete based on various factors, including technology, performance, multi-cloud availability, brand recognition and reputation, customer
support and differentiated capabilities, including ease of administration and use, scalability and reliability, data governance and security. Many of our
competitors have substantially greater brand recognition, customer relationships, and financial, technical and other resources, including an experienced
sales force and sophisticated supply chain management. They may be able to respond more effectively than us to new or changing opportunities,
technologies, standards, customer requirements and buying practices. In addition, many countries are focused on developing quantum computing
solutions either in the private or public sector and may subsidize quantum computers, which may make it difficult for us to compete. Many of these
competitors do not face the same challenges we do in growing our business. In addition, other competitors might be able to compete with us by bundling
their other products in a way that does not allow us to offer a competitive solution.

Additionally, we must be able to achieve our objectives in a timely manner or quantum computing may lose ground to competitors, including
competing technologies. Because there are a large number of market participants, including certain sovereign nations, focused on developing quantum
computing technology, we must dedicate significant resources to achieving any technical objectives on the timelines established by our management
team. Any failure to achieve objectives in a timely manner could adversely affect our business, operating results and financial condition.

For all of these reasons, competition may negatively impact our ability to maintain and grow consumption of our platform or put downward
pressure on our prices and gross margins, any of which could materially harm our reputation, business, results of operations, and financial condition.

An element of our business is currently dependent upon our relationship with our cloud providers. There are no assurances that we will be able to
commercialize quantum computers from our relationships with cloud providers.

We currently offer our QCaaS on public clouds provided by AWS’s Amazon Braket, Microsoft’s Azure Quantum, and the Google Cloud
Marketplace. The companies that own these public clouds have internal quantum computing efforts that are competitive to our technology. There is risk
that one or more of these public cloud providers could use their respective control of their public clouds to embed innovations or privileged
interoperating capabilities in competing products, bundle competing products, provide us with unfavorable pricing, leverage their public cloud customer
relationships to exclude us from opportunities, and treat us and our customers differently with respect to terms and conditions or regulatory requirements
than they would treat their similarly situated customers. Further, they have the resources to acquire or partner with existing and emerging providers of
competing technology and thereby accelerate adoption of those competing technologies. All of the foregoing could make it difficult or impossible for us
to provide products and services that compete favorably with those of the public cloud providers.

Any material change in our contractual and other business relationships with our public cloud providers could result in harm to our brand and
reputation and reduced use of our systems, which could have a material adverse effect on our business, financial condition and results of operations.

Even if we are successful in developing quantum computing systems and executing our strategy, competitors in the industry may achieve
technological breakthroughs that render our quantum computing systems obsolete or inferior to other products.

Our continued growth and success depend on our ability to innovate and develop quantum computing technology in a timely manner and
effectively market these products. Without timely innovation and development, our quantum computing solutions could be rendered obsolete or less
competitive by changing customer preferences or because of the introduction of a competitor’s newer technologies. We believe that many
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competing technologies will require a technological breakthrough in one or more problems related to science, fundamental physics or manufacturing.
While it is uncertain whether such technological breakthroughs will occur in the next several years, that does not preclude the possibility that such
technological breakthroughs could eventually occur. Any technological breakthroughs that render our technology obsolete or inferior to other products
could have a material effect on our business, financial condition or results of operations.

We may be unable to reduce the cost per qubit, which may prevent us from pricing our quantum systems competitively.

Our projections are dependent on the cost per qubit decreasing over the next several years as our quantum computers advance. These cost
projections are based on economies of scale due to demand for our computer systems, technological innovation and negotiations with third-party parts
suppliers. If these cost savings do not materialize, the cost per qubit may be higher than projected, making our quantum computing solution less
competitive than those produced by our competitors, which could have a material effect on our business, financial condition or results of operations.

The quantum computing industry is in its early stages and volatile, and if it does not develop, if it develops slower than we expect, if it develops in a
manner that does not require use of our quantum computing solutions, if it encounters negative publicity or if our solution does not drive
commercial engagement, the growth of our business will be harmed.

The nascent market for quantum computers is still rapidly evolving, characterized by rapidly changing technologies, competitive pricing and
competitive factors, evolving government regulation and industry standards, and changing customer demands and behaviors. If the market for quantum
computers in general does not develop as expected, or develops more slowly than expected, our business, prospects, financial condition and operating
results could be harmed.

In addition, our growth and future demand for our products is highly dependent upon the adoption by developers and customers of quantum
computers, as well as on our ability to demonstrate the value of quantum computing to our customers. Delays in future generations of our quantum
computers or technical failures at other quantum computing companies could limit market acceptance of our solution. Negative publicity concerning our
solution or the quantum computing industry as a whole could limit market acceptance of our solution. We believe quantum computing will solve many
large-scale problems. However, such problems may never be solvable by quantum computing technology. If our clients and partners do not perceive the
benefits of our solution, or if our solution does not drive member engagement, then our market may not develop at all, or it may develop slower than we
expect. If any of these events occur, it could have a material adverse effect on our business, financial condition or results of operations. If progress
towards quantum advantage ever slows relative to expectations, it could adversely impact revenues and customer confidence to continue to pay for
testing, access and “quantum readiness.” This would harm or even eliminate revenues in the period before quantum advantage.

If our computers fail to achieve a broad quantum advantage, our business, financial condition and future prospects may be harmed.

Quantum advantage refers to the moment when a quantum computer can compute faster than traditional computers, while quantum supremacy is
achieved once quantum computers are powerful enough to complete calculations that traditional supercomputers cannot perform at all. Broad quantum
advantage is when quantum advantage is seen in many applications and developers prefer quantum computers to a traditional computer. No current
quantum computers, including our quantum hardware, have reached a broad quantum advantage, and they may never reach such advantage. Achieving a
broad quantum advantage will be critical to the success of any quantum computing company, including us. However, achieving quantum advantage
would not necessarily lead to commercial viability of the technology that accomplished such advantage, nor would it mean that such system could
outperform classical computers in tasks other than the one used to determine a quantum advantage.
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Quantum computing technology, including broad quantum advantage, may take decades to be realized, if ever. If we cannot develop quantum computers
that have quantum advantage, customers may not continue to purchase our products and services. If other companies’ quantum computers reach a broad
quantum advantage prior to the time ours reaches such capabilities, it could lead to a loss of customers. If any of these events occur, it could have a
material adverse effect on our business, financial condition or results of operations.

We could suffer disruptions, outages, defects and other performance and quality problems with our quantum computing systems or with the public
cloud and internet infrastructure on which they rely.

Our business depends on our quantum computing systems to be available. We have experienced, and may in the future further experience,
disruptions, outages, defects and other performance and quality problems with our systems. We have also experienced, and may in the future further
experience, disruptions, outages, defects and other performance and quality problems with the public cloud and internet infrastructure on which our
systems rely. These problems can be caused by a variety of factors, including failed introductions of new functionality, vulnerabilities and defects in
proprietary and open-source software, hardware components, human error or misconduct, capacity constraints, design limitations or denial of service
attacks or other security-related incidents. We do not have a contractual right with our public cloud providers that compensates us for any losses due to
availability interruptions in the public cloud.

Any disruptions, outages, defects and other performance and quality problems with our quantum computing system or with the public cloud and
internet infrastructure on which it relies, could result in reduced use of our systems, increased expenses, including service credit obligations, and harm to
our brand and reputation, any of which could have a material adverse effect on our business, financial condition and results of operations.

We have and may continue to face supply chain issues that could delay the introduction of our product and negatively impact our business and
operating results.

We are reliant on third-party suppliers for components necessary to develop and manufacture our quantum computing solutions. As our business
grows, we must continue to scale and adapt our supply chain or it could have an adverse impact on our business. Any of the following factors (and
others) could have an adverse impact on the availability of these components necessary to our business:
 

 •  our inability to enter into agreements with suppliers on commercially reasonable terms, or at all;
 

 •  difficulties of suppliers ramping up their supply of materials to meet our requirements;
 

 •  a significant increase in the price of one or more components, including due to industry consolidation occurring within one or more
component supplier markets or as a result of decreased production capacity at manufacturers;

 

 •  any reductions or interruption in supply, including disruptions on our global supply chain as a result of the global chip shortage, or the
Russia-Ukraine war and any indirect effects thereof;

 

 •  financial problems of either manufacturers or component suppliers;
 

 •  significantly increased freight charges, or raw material costs and other expenses associated with our business;
 

 •  other factors beyond our control or that we do not presently anticipate, could also affect our suppliers’ ability to deliver components to us
on a timely basis;

 

 •  a failure to develop our supply chain management capabilities and recruit and retain qualified professionals;
 

 •  a failure to adequately authorize procurement of inventory by our contract manufacturers; or
 

 •  a failure to appropriately cancel, reschedule, or adjust our requirements based on our business needs.
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We have experienced supply chain issues in the past as a result of COVID-19. If any of the aforementioned factors were to materialize, it could
cause us to delay or halt production of our quantum computing solutions and/or entail higher manufacturing costs, any of which could materially
adversely affect our business, operating results, and financial condition and could materially damage customer relationships.

If we cannot successfully execute on our strategy, including in response to changing customer needs and new technologies and other market
requirements, or achieve our objectives in a timely manner, our business, financial condition and results of operations could be harmed.

The quantum computing market is characterized by rapid technological change, changing user requirements, uncertain product lifecycles and
evolving industry standards. We believe that the pace of innovation will continue to accelerate as technology changes and different approaches to
quantum computing mature on a broad range of factors, including system architecture, error correction, performance and scale, ease of programming,
user experience, markets addressed, types of data processed, and data governance and regulatory compliance. Our future success depends on our ability
to continue to innovate and increase customer adoption of our quantum computer. If we are unable to enhance our quantum computing system to keep
pace with these rapidly evolving customer requirements, or if new technologies emerge that are able to deliver competitive products at lower prices,
more efficiently, with better functionality, more conveniently, or more securely than our platform, our business, financial condition and results of
operations could be adversely affected.

Our products may not achieve market success, but will still require significant costs to develop.

We believe that we must continue to dedicate significant resources to our research and development efforts before knowing whether there will be
market acceptance of our quantum computing technologies. Furthermore, the technology for our products is new, and the performance of these products
is uncertain. Our quantum computing technologies could fail to attain sufficient market acceptance, if at all, for many reasons, including:
 

 •  pricing and the perceived value of our systems relative to its cost;
 

 •  delays in releasing quantum computers with sufficient performance and scale to the market;
 

 •  failure to produce products of consistent quality that offer functionality comparable or superior to existing or new products;
 

 •  ability to produce products fit for their intended purpose;
 

 •  failures to accurately predict market or customer demands;
 

 •  defects, errors or failures in the design or performance of our quantum computing systems;
 

 •  negative publicity about the performance or effectiveness of our systems;
 

 •  strategic reaction of companies that market competitive products; and
 

 •  the introduction or anticipated introduction of competing technology.

To the extent we are unable to effectively develop and market a quantum computing system to address these challenges and attain market
acceptance, our business, operating results and financial condition may be adversely affected.
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We are highly dependent on our co-founders, and our ability to attract and retain senior management and other key employees, such as quantum
physicists and other key technical employees, is critical to our success. If we fail to retain talented, highly-qualified senior management, engineers
and other key employees or attract them when needed, such failure could negatively impact our business.

Our future success is highly dependent on our ability to attract and retain our executive officers, key employees and other qualified personnel,
including our co-founders, Jungsang Kim, our Chief Technology Officer, and Christopher Monroe, our Chief Scientist. As we build our brand and
become more well known, there is increased risk that competitors or other companies may seek to hire our personnel. The loss of the services provided
by these individuals will adversely impact the achievement of our business strategy. These individuals could leave our employment at any time, as they
are “at will” employees. A loss of one of our co-founders, a member of senior management, or an engineer or other key employee particularly to a
competitor, could also place us at a competitive disadvantage. Effective succession planning is also important to our long-term success. Failure to ensure
effective transfer of knowledge and smooth transitions involving key employees could hinder our strategic planning and execution.

Our future success also depends on our continuing ability to attract, develop, motivate and retain highly qualified and skilled employees. The
market for highly skilled workers and leaders in the quantum computing industry is extremely competitive. In particular, hiring qualified personnel
specializing in engineering, software development and sales, as well as other technical staff and research and development personnel is critical to our
business and the development of our quantum computing systems. Some of these professionals are hard to find and we may encounter significant
competition in our efforts to hire them. Many of the other companies with which we compete for qualified personnel have greater financial and other
resources than we do. The effective operation of our supply chain, including the acquisition of critical components and materials, the development of our
quantum computing technologies, the commercialization of our quantum computing technologies and the effective operation of our managerial and
operating systems all depend upon our ability to attract, train and retain qualified personnel in the aforementioned specialties. Additionally, changes in
immigration and work permit laws and regulations or the administration or interpretation of such laws or regulations could impair our ability to attract
and retain highly qualified employees. If we cannot attract, train and retain qualified personnel, including our co-founders, in this competitive
environment, we may experience delays in the development of our quantum computing technologies and be otherwise unable to develop and grow our
business as projected, or even at all.

We may not be able to accurately estimate the future supply and demand for our quantum computers, which could result in a variety of inefficiencies
in our business and hinder our ability to generate revenue. If we fail to accurately predict our manufacturing requirements, we could incur
additional costs or experience delays.

It is difficult to predict our future revenues and appropriately budget for our expenses, and we may have limited insight into trends that may
emerge and affect our business. We anticipate being required to provide forecasts of our demand to our current and future suppliers prior to the
scheduled delivery of products to potential customers. Currently, there is very little historical basis for making judgments on the demand for our
quantum computers or our ability to develop, manufacture, and deliver quantum computers, or our profitability, if any, in the future. If we overestimate
our requirements, our suppliers may have excess inventory, which indirectly would increase our costs. If we underestimate our requirements, our
suppliers may have inadequate inventory, which could interrupt manufacturing of our products and result in delays in shipments and revenues. In
addition, lead times for materials and components that our suppliers order may vary significantly and depend on factors such as the specific supplier,
contract terms and demand for each component at a given time. If we fail to order sufficient quantities of product components in a timely manner, the
delivery of quantum computers and related compute time to our potential customers could be delayed, which would harm our business, financial
condition and operating results.
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Our systems depend on the use of a particular isotope of an atomic element that provides qubits for our ion trap technology. If we are unable to
procure these isotopically enriched atomic samples, or are unable to do so on a timely and cost-effective basis, and in sufficient quantities, we may
incur significant costs or delays, which could negatively affect our operations and business.

There are limited suppliers to sources of isotopically enriched materials that may be necessary for the production of our ion trap technology. We
currently purchase such materials through the National Isotope Development Center managed by the U.S. Department of Energy Isotope Program. We
do not have any supplier agreements with the U.S. Department of Energy, and purchase the materials through a standard ordering process. While we are
currently looking to engage additional suppliers, there is no guarantee we will be able to establish or maintain relationships with such additional
suppliers on terms satisfactory to us. Reliance on any single supplier increases the risks associated with being unable to obtain the necessary atomic
samples because the supplier may have laboratory constraints, can be subject to unanticipated shutdowns and/or may be affected by natural disasters and
other catastrophic events. Some of these factors may be completely out of our and our suppliers’ control. Failure to acquire sufficient quantities of the
necessary isotopically enriched atomic samples in a timely or cost-effective manner could materially harm our business.

If our quantum computing systems are not compatible with some or all industry-standard software and hardware in the future, our business could
be harmed.

Programming for quantum computing requires unique tools, software, hardware, and development environments. We have focused our efforts on
creating quantum computing hardware, the operating system for such hardware and a suite of low-level software programs that optimize execution of
quantum algorithms on our hardware. Further up the software stack, we rely on third parties to create higher level quantum programming languages,
SDKs, and application libraries. Such third-party software and programming is essential to operating our quantum computing products and services. Our
quantum computing solutions are designed today to be compatible with most major quantum SDKs, including Qiskit, Cirq, Q# QDK, and OpenQASM,
all of which are open source. If a proprietary (not open source) software toolset became the standard for quantum application development in the future
by a competitor, usage of our hardware might be limited as a result, which would have a negative impact on us. Similarly, if a piece of hardware or other
quantum tool became a necessary component for quantum computing (for instance, quantum networking) and we cannot integrate with it (as we have
thus far), the result might have a negative impact on us and our anticipated growth.

If our customers are unable to achieve compatibility between other software and hardware and our hardware, it could impact our relationships
with such customers or with customers, generally, if the incompatibility is more widespread. In addition, the mere announcement of an incompatibility
problem relating to our products with higher level software tools could cause us to suffer reputational harm and/or lead to a loss of customers. Any
adverse impacts from the incompatibility of our quantum computing solutions could adversely affect our business, operating results and financial
condition.

If we are unable to maintain our current strategic partnerships or we are unable to develop future collaborative partnerships, our future growth and
development could be negatively impacted.

We have entered into, and may enter into, strategic partnerships to develop and commercialize our current and future research and development
programs with other companies to accomplish one or more of the following:
 

 •  obtain expertise in relevant markets;
 

 •  obtain sales and marketing services or support;
 

 •  obtain equipment and facilities;
 

 •  develop relationships with potential future customers; and
 

 •  generate revenue.
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We may not be successful in establishing or maintaining suitable partnerships, and we may not be able to negotiate collaboration agreements
having terms satisfactory to us, or at all. Failure to make or maintain these arrangements or a delay or failure in a collaborative partner’s performance
under any such arrangements could harm our business and financial condition.

Our business depends on our customers’ abilities to implement useful quantum algorithms and sufficient quantum resources for their business. If
they are unable to do so due to the nature of their algorithmic challenge or other technical or personnel dilemmas, our growth may be negatively
impacted.

We have entered into, and may enter into, contracts, partnerships and other arrangements with customers to develop, test and run quantum
algorithms specific to their business. The success of these contracts and partnerships is dependent on our customer’s ability to implement useful and
scalable algorithms for their portfolio. These arrangements are also dependent on the availability of time and resources to develop and optimize these
algorithms. The development and optimization of these algorithms is reliant on employing sufficient talent familiar with quantum computing, a unique
skill that requires special training and education. If the market fails to train a sufficient number of engineers, researchers and other key quantum
personnel, our customers may not find sufficient talent to partner with us to solve these problems. To the extent our customers are unable to effectively
develop or utilize resources to advance algorithmic-use cases, our business, operating results and financial condition may be adversely impacted.

Our future growth and success depends in part on our ability to sell effectively to government entities and large enterprises.

Our customers and potential customers include domestic and international government agencies and large enterprises. Therefore, our future
success will depend on our ability to effectively sell our products to such customers. Sales to these end-customers involve risks that may not be present
(or that are present to a lesser extent) with sales to non-governmental agencies or smaller customers. These risks include, but are not limited to,
(i) increased purchasing power and leverage held by such customers in negotiating contractual arrangements with us and (ii) longer sales cycles and the
associated risk that substantial time and resources may be spent on a potential end-customer that elects not to purchase our solutions. Sales to
government agencies are typically under fixed fee development contracts, which involve additional risks. In addition, government contracts generally
include the ability of government agencies to terminate early which, if exercised, would result in a lower contract value and lower than anticipated
revenues generated by such arrangement. Additionally, such government contracts may suspend us from doing business with foreign governments or
prevent us from selling our products in certain countries.

Government agencies and large organizations often undertake a significant evaluation process that results in a lengthy sales cycle. Our contracts
with government agencies are typically structured in phases, with each phase subject to satisfaction of certain conditions. As a result, the actual scope of
work performed pursuant to any such contracts, in addition to related contract revenue, could be less than total contract value. In addition, product
purchases by such organizations are frequently subject to budget constraints, multiple approvals and unanticipated administrative, processing and other
delays. Finally, these organizations typically have longer implementation cycles, require greater product functionality and scalability, require a broader
range of services, demand that vendors take on a larger share of risks, require acceptance provisions that can lead to a delay in revenue recognition and
expect greater payment flexibility. All of these factors can add further risk to business conducted with these potential customers and could lead to lower
revenue results than originally anticipated.

Additionally, changes in government defense spending could have adverse consequences on our financial position, results of operations and
business. Certain current contracts and our anticipated future revenues from the U.S. government are expected to result from contracts awarded under
various U.S. government programs. Cost cutting, including through consolidation and elimination of duplicative organizations, has become a major
initiative for certain departments within the U.S. government. The funding of our programs is subject to the overall U.S. government budget and
appropriation decisions and processes, which are driven by numerous factors, including geo-political events and macroeconomic conditions. The overall
level of U.S. defense spending increased in recent years for numerous reasons.
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Significant reduction in defense spending could have long-term consequences for our size and structure. In addition, reduction in government
priorities and requirements could impact the funding, or the timing of funding, of our programs, which could negatively impact our results of operations
and financial condition.

Contracts with domestic and international government and state agencies are subject to a number of challenges and risks.

Contracts with domestic and international government and state agencies are subject to a number of challenges and risks. The bidding process for
government contracts can be highly competitive, expensive and time-consuming, often requiring significant upfront time and expense without any
assurance that these efforts will generate revenue.

We also must comply with both local and international laws and regulations relating to the formation, administration, and performance of
contracts, which provide public sector customers rights, many of which are not typically found in commercial contracts. For example, in 2021, the U.S.
House of Representatives introduced the Quantum Cybersecurity Preparedness Act, signaling fresh focus on the need for U.S. investment in quantum
computing—both to protect against quantum-powered attacks from foreign actors and to develop quantum computing strength on the domestic front. In
May 2022, the Biden administration announced directives to support U.S. leadership in quantum computing, and in September 2022, the National
Security Administration (NSA) shared guidance on the importance of cybersecurity readiness against would-be adversaries developing quantum
systems. Any changes to government regulations as a result of this demonstrated focus on quantum computing could affect our ability to enter into, or
the profitability of, contracts with government entities.

In addition, our perceived relationship with the U.S. government could adversely affect our business prospects in certain non-U.S. geographies or
with certain non-U.S. governments. Conversely, our perceived relationship with non-U.S. governments or government entities could adversely affect our
business prospects with the U.S. government.

Accordingly, our business, financial condition, results of operations, and growth prospects may be adversely affected by certain events or
activities, including, but not limited to:
 

 •  changes in government fiscal or procurement policies, or decreases in government funding available for procurement of goods and
services generally, or for our federal government contracts specifically;

 

 •  changes in government programs or applicable requirements;
 

 •  restrictions in the grant of personnel security clearances to our employees;
 

 •  ability to maintain facility clearances required to perform on classified contracts for U.S. government and foreign government agencies, as
applicable;

 

 •  changes in the political environment, including before or after a change to the leadership within the government administration, and any
resulting uncertainty or changes in policy or priorities and resultant funding;

 

 •  changes in the government’s attitude towards us as a company or our technology;
 

 •  appeals, disputes, or litigation relating to government procurement, including but not limited to bid protests by unsuccessful bidders on
potential or actual awards of contracts to us or our partners by the government;

 

 •  the adoption of new laws or regulations or changes to existing laws or regulations;
 

 •  budgetary constraints, including automatic reductions as a result of “sequestration” or similar measures and constraints imposed by any
lapses in appropriations for the federal government or certain of its departments and agencies;
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 •  influence by, or competition from, third parties with respect to pending, new, or existing contracts with government customers;
 

 •  changes in legal obligations or political or social attitudes with respect to security or data privacy issues;
 

 •  potential delays or changes in the government appropriations or procurement processes, including as a result of events such as war,
incidents of terrorism, natural disasters, and public health concerns; and

 

 •  increased or unexpected costs or unanticipated delays caused by other factors outside of our control.

Any such event or activity, among others, could cause governments and governmental agencies to delay or refrain entering into contracts with us
and/or purchasing our computers in the future, reduce the size or timing of payment with respect to our services to or purchases from existing or new
government customers, or otherwise have an adverse effect on our business, results of operations, financial condition, and growth prospects.

If our information technology systems, data, or physical facilities where our quantum computers are stored, or those of third parties upon which we
rely, are or were compromised, we could experience adverse business consequences resulting from such compromise.

In the ordinary course of business, we collect, receive, store, process, generate, use, transfer, disclose, make accessible, protect, secure, dispose of,
transmit, and share (collectively, “Processing”) personal data and other sensitive information, including intellectual property, proprietary and
confidential business data, trade secrets, sensitive third-party data, business plans, transactions, and financial information of our own, our partners, our
customers, or other third parties (collectively, “Sensitive Data”).

We and the third parties upon which we rely may process Sensitive Data, and, as a result, we and the third parties upon which we rely face a
variety of evolving threats to our information technology systems, data, or physical facilities where our quantum computers are stored, including but not
limited to ransomware attacks, which could cause security incidents. Cyber-attacks, malicious internet-based activity, online and offline fraud, and other
similar activities threaten the confidentiality, integrity, and availability of our Sensitive Data and information technology systems, and those of the third
parties upon which we rely. Such threats are prevalent and continue to rise, are increasingly difficult to detect, and come from a variety of sources,
including traditional computer “hackers,” threat actors, “hacktivists,” organized criminal threat actors, personnel (such as through theft or misuse),
sophisticated nation states, and nation-state-supported actors. U.S. law enforcement agencies have indicated to us that quantum computing technology is
of particular interest to certain threat actors, including nation state and other malicious actors, who may steal our Sensitive Data, including our
intellectual property or other proprietary or confidential information, including our trade secrets.

Some actors now engage and are expected to continue to engage in cyber-attacks, including without limitation nation-state and nation-state-
supported actors for geopolitical reasons and in conjunction with military conflicts and defense activities. During times of war and other major conflicts,
we, the third parties upon which we rely, and our customers may be vulnerable to a heightened risk of these attacks, including retaliatory cyber-attacks,
that could materially disrupt our systems and operations, supply chain, and ability to distribute our services.

We and the third parties upon which we rely may be subject to a variety of evolving threats, including but not limited to social-engineering attacks
(including through phishing attacks), malicious code (such as viruses and worms), malware (including as a result of advanced persistent threat
intrusions), denial-of-service attacks (such as credential stuffing), credential harvesting, personnel misconduct or error, ransomware attacks, supply-
chain attacks, software bugs, server malfunctions, software or hardware failures, loss of data or other information technology assets, adware,
telecommunications failures, earthquakes, fires, floods, and other similar threats.

In particular, severe ransomware attacks are becoming increasingly prevalent and could lead to significant interruptions in our operations, loss of
Sensitive Data and income, reputational harm, and diversion of funds.
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Extortion payments may alleviate the negative impact of a ransomware attack, but we may be unwilling or unable to make such payments due to, for
example, applicable laws or regulations prohibiting such payments.

Additionally, we are incorporated into the supply chain of a large number of companies worldwide and, as a result, if our services are
compromised, a significant number or, in some instances, all of our customers and their data could be simultaneously affected. The potential liability and
associated consequences we could suffer as a result of such a large-scale event could be catastrophic and result in irreparable harm.

Remote work has become more common and has increased risks to our information technology systems and data, as more of our employees utilize
network connections, computers, and devices outside our premises or network, including working at home, while in transit and in public locations.
Additionally, future or past business transactions (such as acquisitions or integrations) could expose us to additional cybersecurity risks and
vulnerabilities, as our systems could be negatively affected by vulnerabilities present in acquired or integrated entities’ systems and technologies.
Furthermore, we may discover security issues that were not found during due diligence of such acquired or integrated entities, and it may be difficult to
integrate companies into our information technology environment and security program.

In addition, our reliance on third-party service providers could introduce new cybersecurity risks and vulnerabilities, including supply-chain
attacks, and other threats to our business operations. Our platform is built to be accessed through third-party cloud providers, such as AWS’s Amazon
Braket, Microsoft’s Azure Quantum, and Google’s Cloud Marketplace, and we rely on these and other third-party service providers and technologies to
operate critical business systems to process Sensitive Data in a variety of contexts, including, without limitation, other cloud-based infrastructure, data
center facilities, encryption and authentication technology, employee email, content delivery to customers, and other functions. We may also rely on
third-party service providers to provide other products, services, parts, or otherwise to operate our business. Our ability to monitor these third parties’
information security practices is limited. Although we understand our third-party cloud providers have implemented security measures designed to
protect against various cybersecurity risks and vulnerabilities, these and other third parties may nevertheless not have adequate information security
measures in place. If our third-party service providers experience a security incident or other interruption, we could experience adverse consequences.
While we may be entitled to damages if our third-party service providers fail to satisfy their privacy or security-related obligations to us, any award may
be insufficient to cover our damages, or we may be unable to recover such award. In addition, supply-chain attacks have increased in frequency and
severity, and we cannot guarantee that third parties’ infrastructure in our supply chain or our third-party partners’ supply chains have not been
compromised.

Any of the previously identified or similar threats could cause a security incident or other interruption that could result in unauthorized, unlawful,
or accidental acquisition, modification, destruction, loss, alteration, encryption, disclosure of, or access to our Sensitive Data (including proprietary
information and intellectual property) or our information technology systems, or those of the third parties upon whom we rely. A security incident or
other interruption could disrupt our ability (and that of third parties upon whom we rely) to provide our services.

We may expend significant resources or modify our business activities to try to protect against security incidents. Additionally, certain data
privacy and security obligations may require us to implement and maintain specific security measures or industry-standard or reasonable security
measures to protect our information technology systems and Sensitive Data.

While we have implemented security measures designed to protect against security incidents, there can be no assurance that these measures will
be effective. We take steps to detect and remediate vulnerabilities in our information technology systems (including in our services), but we may not be
able to detect and remediate all vulnerabilities because the threats and techniques used to exploit vulnerabilities change frequently and, are often
sophisticated in nature. Therefore, such vulnerabilities could be exploited but, may not be detected until after a
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security incident has occurred. These vulnerabilities pose material risks to our business. Further, we may experience delays in developing and deploying
remedial measures designed to address any such identified vulnerabilities. As a result, we may be unable to implement adequate preventative and
responsive measures to stop or mitigate security breaches before or while they are occurring.

Applicable data privacy and security obligations may require us to notify relevant stakeholders of security incidents. Such disclosures are costly,
and the disclosure or the failure to comply with such requirements could lead to adverse consequences.

If we (or a third party upon whom we rely) experience a security incident or are perceived to have experienced a security incident, we may
experience adverse consequences. These consequences may include: exposure of Sensitive Data (including intellectual property or confidential or
proprietary information); government enforcement actions (for example, investigations, fines, penalties, audits, and inspections); additional reporting
requirements and/or oversight; restrictions on Processing Sensitive Data (including personal data); litigation (including class claims); indemnification
obligations; negative publicity; reputational harm; monetary fund diversions; interruptions in our operations (including availability of data); financial
loss; and other similar harms. Security incidents and attendant consequences may cause customers to stop using our services, deter new customers from
using our services, and negatively impact our ability to grow and operate our business. Our efforts to prevent and overcome these challenges could
increase our expenses and may not be successful.

Our contracts may not contain limitations of liability, and even where they do, there can be no assurance that limitations of liability in our
contracts are sufficient to protect us from liabilities, damages, or claims related to our data privacy and security obligations. We cannot be sure that our
insurance coverage will be adequate or sufficient to protect us from or to mitigate liabilities arising out of our privacy and security practices, that such
coverage will continue to be available on commercially reasonable terms or at all, or that such coverage will pay future claims.

In addition to experiencing a security incident, third parties may gather, collect, or infer sensitive information about us from public sources, data
brokers, or other means that reveals competitively sensitive details about our organization and could be used to undermine our competitive advantage or
market position.

Unfavorable conditions in our industry or the global economy, could limit our ability to grow our business and negatively affect our results of
operations.

Our results of operations may vary based on the impact of changes in our industry or the global economy on the company or our customers and
potential customers. The global economy, including credit and financial markets, has experienced extreme volatility and disruptions, including severely
diminished liquidity and credit availability, declines in consumer confidence, declines in economic growth, increases in unemployment rates, increases
in inflation rates, higher interest rates and uncertainty about economic stability. For example, the COVID-19 pandemic resulted in widespread
unemployment, economic slowdown and extreme volatility in the capital markets and any future public health crises could result in similar impacts on
the global economy. Similarly, the Russia-Ukraine war has created extreme volatility in the global capital markets and is expected to have further global
economic consequences, including disruptions of the global supply chain and energy markets. Increased inflation rates can adversely affect us by
increasing our costs, including labor and employee benefit costs. Employee salaries and benefits expenses have increased as a result of economic
growth, increased demand for business services, increased competition for trained and talented employees, among other wage-inflationary pressures and
we cannot assure that they will not continue to rise. In addition, higher inflation also could increase our customers’ operating costs, which could result in
reduced budgets for our customers and potentially less demand for our platform and the development of quantum technologies. Any significant increases
in inflation and related increase in interest rates could have a material adverse effect on our business, results of operations and financial condition.
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In addition, in challenging economic times, our current or potential future customers may experience cash flow problems and as a result may
modify, delay or cancel plans to purchase our products and services. Additionally, if our customers are not successful in generating sufficient revenue or
are unable to secure financing, they may not be able to pay, or may delay payment of, accounts receivable due to us. Moreover, our key suppliers may
reduce their output or become insolvent, thereby adversely impacting our ability to manufacture our products. Furthermore, uncertain economic
conditions may make it more difficult for us to raise funds through borrowings or private or public sales of debt or equity securities. We cannot predict
the timing, strength or duration of any economic slowdown, instability or recovery, generally or within any particular industry.

Government actions and regulations, such as tariffs and trade protection measures, may limit our ability to obtain products from our suppliers.

Political challenges between the United States and countries in which our suppliers are located, including China, and changes to trade policies,
including tariff rates and customs duties, trade relations between the United States and China and other macroeconomic issues could adversely impact
our business. Specifically, United States-China trade relations remain uncertain. The United States administration has announced tariffs on certain
products imported into the United States with China as the country of origin, and China has imposed tariffs in response to the actions of the United
States. There is also a possibility of future tariffs, trade protection measures or other restrictions imposed on our products or on our customers by the
United States, China or other countries that could have a material adverse effect on our business. Our technology may be deemed a matter of national
security and as such our customer base may be tightly restricted. We may accept government grants that place restrictions on our ability to operate.

Acquisitions, divestitures, strategic investments and strategic partnerships could disrupt our business and harm our financial condition and
operating results.

We have pursued and we may continue to pursue growth opportunities by acquiring complementary businesses, solutions or technologies through
strategic transactions, investments or partnerships. The identification of suitable acquisition, strategic investment or strategic partnership candidates can
be costly and time consuming and can distract our management team from our current operations. If such strategic transactions require us to seek
additional debt or equity financing, we may not be able to obtain such financing on terms favorable to us or at all, and such transactions may adversely
affect our liquidity and capital structure. Any strategic transaction might not strengthen our competitive position, may increase some of our risks, and
may be viewed negatively by our customers, partners or investors. Even if we successfully complete a strategic transaction, we may not be able to
effectively integrate the acquired business, technology, systems, control environment, solutions, personnel or operations into our business. We may
experience unexpected changes in how we are required to account for strategic transactions pursuant to accounting principles generally accepted in the
United States of America (“U.S. GAAP”) and may not achieve the anticipated benefits of any strategic transaction. We may incur unexpected costs,
claims or liabilities that we incur during the strategic transaction or that we assume from the acquired company, or we may discover adverse conditions
post acquisition for which we have limited or no recourse.

Risks Related to Our International Expansion and Future Operations

Because our success depends, in part, on our ability to expand sales internationally, our business will be susceptible to risks associated with
international operations.

We currently maintain offices and/or have personnel in the United States, Canada, and Israel, and recently expanded operations to Germany. We
expect to continue to expand our international operations by developing our sales and operations presence in these and other international markets,
which may include opening offices in new jurisdictions. Any additional international expansion efforts that we are undertaking and may undertake may
not be successful. In addition, conducting international operations subjects us to new risks, some of which we have not generally faced in the United
States or other countries where we currently operate. These risks include, among other things:
 

 
•  lack of familiarity and burdens of complying with foreign laws, legal standards, privacy and cybersecurity standards, regulatory

requirements, tariffs and other barriers, and the risk of penalties to our customers and individual members of management or employees if
our practices are deemed to not be in compliance;
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 •  practical difficulties of enforcing intellectual property rights in countries with varying laws and standards and reduced or varied protection
for intellectual property rights in some countries;

 

 

•  an evolving legal framework and additional legal or regulatory requirements for data privacy and cybersecurity, which may necessitate the
establishment of systems to maintain data in local markets, requiring us to invest in additional data centers and network infrastructure, and
the implementation of additional employee data privacy documentation (including locally compliant data privacy notice and policies), all
of which may involve substantial expense and may cause us to need to divert resources from other aspects of our business, all of which
may adversely affect our business;

 

 •  unexpected changes in regulatory requirements, taxes, trade laws, tariffs, export quotas, custom duties or other trade restrictions;
 

 •  difficulties in managing systems integrators and partners;
 

 •  increased or unexpected supply chain challenges or delays;
 

 •  differing technology standards;
 

 •  different pricing environments, longer sales cycles, longer accounts receivable payment cycles and difficulties in collecting accounts
receivable;

 

 •  increased financial accounting and reporting burdens and complexities;
 

 •  difficulties in managing and staffing international operations including the proper classification of independent contractors and other
contingent workers, differing employer/employee relationships and local employment laws;

 

 
•  increased costs involved with recruiting and retaining an expanded employee population outside the United States through cash and

equity-based incentive programs and unexpected legal costs and regulatory restrictions in issuing our shares to employees outside the
United States;

 

 •  global political and regulatory changes that may lead to restrictions on immigration and travel for our employees;
 

 •  fluctuations in exchange rates that may decrease the value of our foreign-based revenue or increase the cost of our foreign operations;
 

 •  global public health threats or geopolitical events such as the Russia-Ukraine war;
 

 •  potentially adverse tax consequences, including the complexities of foreign value added tax (or other tax) systems, restrictions on the
repatriation of earnings, and transfer pricing requirements; and

 

 •  permanent establishment risks and complexities in connection with international payroll, tax and social security requirements for
international employees.

Additionally, operating in international markets also requires significant management attention and financial resources. We cannot be certain that
the investment and additional resources required in establishing operations in other countries will produce desired levels of revenue or profitability.

Compliance with laws and regulations applicable to our global operations also substantially increases our cost of doing business in foreign
jurisdictions. We have limited experience in marketing, selling and supporting our platform outside of the United States. Our limited experience in
operating our business internationally increases the risk that any potential future expansion efforts that we may undertake will not be successful. If we
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invest substantial time and resources to expand our international operations and are unable to do so successfully, in a timely manner, our business,
financial condition, revenues, results of operations or cash flows will suffer. We may be unable to keep current with changes in government
requirements as they change from time to time. Failure to comply with these regulations could harm our business. In many countries, it is common for
others to engage in business practices that are prohibited by our internal policies and procedures or other regulations applicable to us. Although we have
implemented policies and procedures designed to ensure compliance with these laws and policies, there can be no assurance that all of our employees,
contractors, partners and agents will comply with these laws and policies. Violations of laws or key control policies by our employees, contractors,
partners or agents could result in delays in revenue recognition, financial reporting misstatements, enforcement actions, reputational harm, disgorgement
of profits, fines, civil and criminal penalties, damages, injunctions, other collateral consequences or the prohibition of the importation or exportation of
our solutions and could harm our business, financial condition, revenues, results of operations or cash flows.

Our international sales and operations subject us to additional risks and costs, including the ability to engage with customers in new geographies
and exposure to foreign currency exchange rate fluctuations, that can adversely affect our business, financial condition, revenues, results of
operations or cash flows.

We are continuing to expand our international operations as part of our growth strategy. However, there are a variety of risks and costs associated
with our international sales and operations, which include making investments prior to the sales or use of quantum computers, the cost of conducting our
business internationally and hiring and training international employees and the costs associated with complying with local law. Furthermore, we cannot
predict the rate at which our quantum computers will be accepted in international markets by potential customers.

We have a limited sales presence in Germany and Israel; and, as a result, our sales, support and engineering organization outside the United States
is substantially smaller than our U.S. sales organization. We believe our ability to attract new customers to subscribe to our platform or to attract existing
customers to renew or expand their use of our platform is directly correlated to the level of engagement we obtain with the customer. To the extent we
are unable to effectively engage with non-U.S. customers due to our limited sales force capacity, we may be unable to effectively grow in international
markets.

As our international operations expand, our exposure to the effects of fluctuations in currency exchange rates grows. While we have primarily
transacted with customers in U.S. dollars, historically, we expect to continue to expand the number of transactions with our customers that are
denominated in foreign currencies in the future. Additionally, fluctuations in the value of the U.S. dollar and foreign currencies may make our
subscriptions more expensive for international customers, which could harm our business. Additionally, we incur expenses for employee compensation
and other operating expenses for our non-U.S. employees in the local currency for such locations. Fluctuations in the exchange rates between the U.S.
dollar and other currencies could result in an increase to the U.S. dollar equivalent of such expenses. These fluctuations could cause our results of
operations to differ from our expectations or the expectations of our investors. Additionally, such foreign currency exchange rate fluctuations could
make it more difficult to detect underlying trends in our business and results of operations.

Our international operations may subject us to greater than anticipated tax liabilities.

The amount of taxes we may pay in different jurisdictions depends on the application of the tax laws of various jurisdictions, including the United
States, to our international business activities, changes in tax rates, new or revised tax laws or interpretations of existing tax laws and policies, and our
ability to operate our business in a manner consistent with our corporate structure and intercompany arrangements. The taxing authorities of the
jurisdictions in which we operate may challenge our methodologies for pricing intercompany transactions pursuant to any future intercompany
arrangement or disagree with our determinations as to the income and expenses attributable to specific jurisdictions. If such a challenge or disagreement
were to occur, and our position
 

54



Table of Contents

was not sustained, we could be required to pay additional taxes, interest and penalties, which could result in one-time tax charges, higher effective tax
rates, reduced cash flows, and lower overall profitability of our operations. Our financial statements could fail to reflect adequate reserves to cover such
a contingency. Similarly, a taxing authority could assert that we are subject to tax in a jurisdiction where we believe we have not established a taxable
connection, often referred to as a “permanent establishment” under international tax treaties, and such an assertion, if successful, could increase our
expected tax liability in one or more jurisdictions.

Risks Related to Litigation and Government Regulation

Our business is exposed to risks associated with litigation, investigations and regulatory proceedings.

We may face legal, administrative and regulatory proceedings, claims, demands and/or investigations involving stockholder, consumer,
competition and/or other issues relating to our business. Litigation and regulatory proceedings are inherently uncertain, and adverse rulings could occur,
including monetary damages, or an injunction stopping us from engaging in certain business practices, or requiring other remedies, such as compulsory
licensing of patents. For example, on January 12, 2021, dMY Technology Group, Inc. II, dMY Sponsor II, LLC, dMY and dMY Sponsor III, LLC
(“Sponsor”) accepted service of a lawsuit where we are named as counterclaim defendants in an underlying action by and between GTY Technology
Holdings, Inc. (“GTY”), dMY Technology Group, Inc. and dMY Sponsor, LLC, dMY Sponsor II, LLC, dMY Technology Group Inc. II, dMY and
Sponsor (collectively, “dMY Defendants”) and Carter Glatt (“Glatt”) and Captains Neck Holdings LLC (“Captains Neck”), an entity of which Mr. Glatt
is a member. The underlying lawsuit, filed by dMY Technology Group, Inc. and dMY Sponsor, LLC, seeks a declaratory judgment that Glatt and
Captains Neck are not entitled to membership units of dMY Sponsor LLC, which was formed by Harry L. You, the co-founder and former President and
Chief Financial Officer of GTY when Glatt was still working at GTY. The underlying lawsuit contains claims arising from Glatt’s termination of
employment from GTY, including theft and misappropriation of confidential GTY information, breach of contract, breach of the duties of loyalty and
fiduciary duty and conversion. Glatt has responded to the underlying lawsuit by adding members of the Sponsor and officers of dMY as additional
counterclaim defendants (collectively with the dMY Defendants, Glatt and Captains Neck, the “Counterclaim Defendants”) and adding Dune
Acquisition Holdings LLC, a newly formed special purpose acquisition company, as a counterclaimant and asserting claims for breach of contract,
fraudulent misrepresentation, negligent misrepresentation, tortious interference with business relations, quantum meruit and unjust enrichment. The
Counterclaim Defendants have denied the claims against them and have a motion to dismiss the suit.

In May 2022, a securities class action complaint captioned Leacock v. IonQ, Inc. et al., Case No. 8:22-cv-01306, was filed by a stockholder of the
Company in the United States District Court for the District of Maryland (the “Leacock Litigation”) against the Company and certain of the Company’s
current officers. In June 2022, a securities class action complaint captioned Fisher v. IonQ, Inc., Case No. 8:22-cv-01306-DLB (the “Fisher Litigation”)
was filed by a stockholder against the Company and certain of the Company’s current officers (the “IonQ Defendants”). Both the Leacock Litigation and
Fisher Litigation, which have been consolidated into a single action, allege violations of Section 10(b) of the Exchange Act, and Rule 10b-5
promulgated thereunder, and Section 20(a) of the Exchange Act and seek damages. In September 2022, the Court appointed lead plaintiffs and counsel
for lead plaintiffs, and ordered lead plaintiffs to file a consolidated amended complaint. The consolidated amended complaint was filed on November 22,
2022. As part of the consolidated amended complaint, certain members of the Company’s board of directors (the “Board”) as well as other dMY-related
defendants (“Additional Defendants”) have been added as defendants to the case. On February 7, 2023, the IonQ Defendants and the Additional
Defendants each filed a motion to dismiss the consolidated amended complaint. Both the IonQ Defendants and the Additional Defendants believe that
the allegations in the various complaints are without merit and intend to defend the matters vigorously.
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These proceedings and any additional investigations, inquiries or litigation by various regulators may harm our reputation regardless of the
outcome of any such action. The outcome of any litigation, regardless of its merits, is inherently uncertain. Any claims and lawsuits, and the disposition
of such claims and lawsuits, could be time-consuming and expensive to resolve, divert management attention and resources, and lead to attempts on the
part of other parties to pursue similar claims. Negative perceptions of our business may result in additional regulation, enforcement actions by the
government and increased litigation, or harm to our ability to attract or retain customers or strategic partners, any of which may affect our business. Any
damage to our reputation, including from publicity from legal proceedings against us or companies that work within our industry, governmental
proceedings, unfavorable media coverage or class action could adversely affect our business, financial condition and results of operations.

An unfavorable outcome or settlement or any other legal, administrative and regulatory proceeding may result in a material adverse impact on our
business, results of operations, financial position and overall trends. In addition, regardless of the outcome, litigation can be costly, time-consuming, and
disruptive to our operations. Any claims or litigation, even if fully indemnified or insured, could damage our reputation and make it more difficult to
compete effectively or to obtain adequate insurance in the future. In addition, the laws and regulations our business is subject to are complex and change
frequently. We may be required to incur significant expense to comply with changes in, or remedy violations of, these laws and regulations.

Furthermore, while we maintain insurance for certain potential liabilities, such insurance does not cover all types and amounts of potential
liabilities and is subject to various exclusions as well as caps on amounts recoverable. Even if we believe a claim is covered by insurance, insurers may
dispute our entitlement to recovery for a variety of potential reasons, which may affect the timing and, if the insurers prevail, the amount of our
recovery.

We may become subject to product liability claims, which could harm our financial condition and liquidity if we are not able to successfully defend
or insure against such claims.

We may become subject to product liability claims, even those without merit, which could harm our business prospects, operating results, and
financial condition. We may face inherent risk of exposure to claims in the event our quantum computers do not perform as expected or malfunction. A
successful product liability claim against us could require us to pay a substantial monetary award. Moreover, a product liability claim could generate
substantial negative publicity about our quantum computers and business and inhibit or prevent commercialization of other future quantum computers,
which would have material adverse effects on our brand, business, prospects and operating results. Any insurance coverage might not be sufficient to
cover all potential product liability claims. Any lawsuit seeking significant monetary damages either in excess of our coverage, or outside of our
coverage, may have a material adverse effect on our reputation, business and financial condition. We may not be able to secure additional product
liability insurance coverage on commercially acceptable terms or at reasonable costs when needed, particularly if we do face liability for our products
and are forced to make a claim under our policy.

We are subject to requirements relating to environmental and safety regulations and environmental remediation matters, which could adversely
affect our business, results of operation and reputation.

We are subject to numerous federal, state and local environmental laws and regulations governing, among other things, solid and hazardous waste
storage, treatment and disposal, and remediation of releases of hazardous materials. There are significant capital, operating and other costs associated
with compliance with these environmental laws and regulations. Environmental laws and regulations may become more stringent in the future, which
could increase costs of compliance or require us to manufacture with alternative technologies and materials.

Federal, state and local authorities also regulate a variety of matters, including, but not limited to, health, safety and permitting in addition to the
environmental matters discussed above. New legislation and regulations may require us to make material changes to our operations, resulting in
significant increases to the cost of production.
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Our manufacturing process will have hazards such as but not limited to hazardous materials, machines with moving parts, and high voltage and/or
high current electrical systems typical of large manufacturing equipment and related safety incidents. There may be safety incidents that damage
machinery or product, slow or stop production, or harm employees. Consequences may include litigation, regulation, fines, increased insurance
premiums, mandates to temporarily halt production, workers’ compensation claims, or other actions that impact the company brand, finances, or ability
to operate.

Contracts with U.S. government entities subject us to risks, including early termination, audits, investigations, sanctions and penalties.

As part of our business strategy, we have entered into and may enter into additional contracts with state and federal government entities, which
subjects our business to statutes and regulations applicable to companies doing business with the government, including the Federal Acquisition
Regulation. These government contracts customarily contain provisions that give the government substantial rights and remedies, many of which are not
typically found in commercial contracts and which are unfavorable to contractors. For instance, most U.S. government agencies include provisions that
allow the government to unilaterally terminate or modify contracts for convenience, and in that event, the counterparty to the contract may generally
recover only its incurred or committed costs and settlement expenses and profit on work completed prior to the termination. If the government
terminates a contract for default, the defaulting party may be liable for any extra costs incurred by the government in procuring undelivered items from
another source.

In addition, government contracts normally contain additional requirements that may increase our costs of doing business, reduce our profits, and
expose us to liability for failure to comply with these terms and conditions. These requirements include, for example:
 

 •  specialized disclosure and accounting requirements unique to government contracts;
 

 
•  financial and compliance audits that may result in potential liability for price adjustments, recoupment of government funds after such

funds have been spent, civil and criminal penalties, or administrative sanctions such as suspension or debarment from doing business with
the U.S. government;

 

 •  public disclosures of certain contract and company information; and
 

 •  mandatory socioeconomic compliance requirements, including labor requirements, non-discrimination and affirmative action programs
and environmental compliance requirements.

Government contracts are also generally subject to greater scrutiny by the government, which can initiate reviews, audits and investigations
regarding our compliance with government contract requirements. In addition, if we fail to comply with government contracting laws, regulations and
contract requirements, our contracts may be subject to termination, and we may be subject to financial and/or other liability under our contracts, the
Federal Civil False Claims Act (including treble damages and other penalties), or criminal law. In particular, the False Claims Act’s “whistleblower”
provisions also allow private individuals, including present and former employees, to sue on behalf of the U.S. government. Any penalties, damages,
fines, suspension, or damages could adversely affect our ability to operate our business and our financial results.

We are subject to stringent and evolving U.S. and foreign laws, regulations, rules, contractual obligations, policies and other obligations related to
data privacy and security. Our actual or perceived failure to comply with such obligations could lead to adverse business consequences.

Our data processing activities may subject us to numerous data privacy and security obligations, such as various laws, regulations, guidance,
industry standards, external and internal privacy and security policies, contractual requirements, and other obligations relating to data privacy and
security.
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In the United States, federal, state, and local governments have enacted numerous data privacy and security laws, including data breach
notification laws, personal data privacy laws, consumer protection laws (e.g., Section 5 of the Federal Trade Commission Act), and other similar laws
(e.g., wiretapping laws). For example, the California Consumer Privacy Act of 2018 (“CCPA”) applies to personal information of California consumers,
business representatives and employees, and requires businesses to provide specific disclosures in privacy notices and honor requests of California
residents to exercise certain privacy rights. The CCPA provides for civil penalties of up to $7,500 per violation and allows private litigants affected by
certain data breaches to recover significant statutory damages. In addition, the California Privacy Rights Act of 2020 (“CPRA”) expands the CCPA’s
requirements, including by adding a new right for individuals to correct their personal information and establishing a new regulatory agency to
implement and enforce the law.

Other states, such as Virginia and Colorado, have also passed comprehensive privacy laws, and similar laws are being considered in several other
states, as well as at the federal and local levels. Additionally, several states and localities have enacted measures related to the use of artificial
intelligence and machine learning in products and services. These developments may further complicate compliance efforts, and may increase legal risk
and compliance costs for us, the third parties upon whom we rely, and our customers.

Outside the United States, an increasing number of laws, regulations, and industry standards may govern data privacy and security. For example,
the European Union’s General Data Protection Regulation (“EU GDPR”), the United Kingdom’s General Data Protection Regulation (“UK GDPR”),
Brazil’s General Data Protection Law (Lei Geral de Proteção de Dados Pessoais, or “LGPD”) (Law No. 13,709/2018), and China’s Personal Information
Protection Law (“PIPL”) impose strict requirements for processing personal data.

For example, under the EU GDPR, companies may face temporary or definitive bans on data processing and other corrective actions; fines of up
to 20 million Euros or 4% of annual global revenue, whichever is greater; or private litigation related to processing of personal data brought by classes
of data subjects or consumer protection organizations authorized at law to represent their interests. Additionally, we also target customers in Asia and
may be subject to new and emerging data privacy regimes in Asia, including China’s PIPL, Japan’s Act on the Protection of Personal Information, and
Singapore’s Personal Data Protection Act.

In addition, we may be unable to transfer personal data from Europe and other jurisdictions to the United States or other countries due to data
localization requirements or limitations on cross-border data flows. Europe and other jurisdictions have enacted laws requiring data to be localized or
limiting the transfer of personal data to other countries. In particular, the European Economic Area (“EEA”) and the United Kingdom (“UK”) have
significantly restricted the transfer of personal data to the United States and other countries whose privacy laws it believes are inadequate. Other
jurisdictions may adopt similarly stringent interpretations of their data localization and cross-border data transfer laws. Although there are currently
various mechanisms that may be used to transfer personal data from the EEA and UK to the United States in compliance with law, such as the EEA and
UK’s standard contractual clauses, these mechanisms are subject to legal challenges, and there is no assurance that we can satisfy or rely on these
measures to lawfully transfer personal data to the United States. If there is no lawful manner for us to transfer personal data from the EEA, the UK, or
other jurisdictions to the United States, or if the requirements for a legally-compliant transfer are too onerous, we could face significant adverse
consequences, including the interruption or degradation of our operations, the need to relocate part of or all of our business or data processing activities
to other jurisdictions at significant expense, increased exposure to regulatory actions, substantial fines and penalties, the inability to transfer data and
work with partners, vendors and other third parties, and injunctions against our processing or transferring of personal data necessary to operate our
business. Additionally, companies that transfer personal data out of the EEA and UK to other jurisdictions, particularly to the United States, are subject
to increased scrutiny from regulators, individual litigators, and activist groups. Some European regulators have ordered certain companies to suspend or
permanently cease certain transfers of personal data out of Europe for allegedly violating the EU GDPR’s cross-border data transfer limitations.
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In addition to data privacy and security laws, we are contractually subject to industry standards adopted by industry groups and may become
subject to such obligations in the future. We are also bound by other contractual obligations related to data privacy and security, and our efforts to
comply with such obligations may not be successful. For example, certain privacy laws, such as the EU GDPR, UK GDPR and CCPA, require our
customers to impose specific contractual restrictions on their service providers. Additionally, some of our customers may require us to host personal data
locally.

We publish privacy policies, marketing materials, and other statements, such as compliance with certain certifications or self-regulatory principles,
regarding data privacy and security. If these policies, materials or statements are found to be deficient, lacking in transparency, deceptive, unfair, or
misrepresentative of our practices, we may be subject to investigation, enforcement actions by regulators, or other adverse consequences.

Obligations related to data privacy and security are quickly changing, becoming increasingly stringent, and creating regulatory uncertainty.
Additionally, these obligations may be subject to differing applications and interpretations, which may be inconsistent or conflict among jurisdictions.
Preparing for and complying with these obligations requires us to devote significant resources and may necessitate changes to our services, information
technologies, systems, and practices and to those of any third parties that process personal data on our behalf.

We may at times fail (or be perceived to have failed) in our efforts to comply with our data privacy and security obligations. Moreover, despite our
efforts, our personnel or third parties on whom we rely may fail to comply with such obligations, which could negatively impact our business
operations. If we or the third parties on which we rely fail, or are perceived to have failed, to address or comply with applicable data privacy and
security obligations, we could face significant consequences, including but not limited to: government enforcement actions (e.g., investigations, fines,
penalties, audits, inspections, and similar); litigation (including class-action claims); additional reporting requirements and/or oversight; bans on
processing personal data; and orders to destroy or not use personal data. Any of these events could have a material adverse effect on our reputation,
business, or financial condition, including but not limited to: loss of customers; inability to process personal data or to operate in certain jurisdictions;
interruptions or stoppages in our business operations or data collection; limited ability to develop or commercialize our products; expenditure of time
and resources to defend any claim or inquiry; adverse publicity; or substantial changes to our business model or operations.

We are subject to U.S. and foreign anti-corruption, anti-bribery and similar laws, and non-compliance with such laws can subject us to criminal or
civil liability and harm our business.

We are subject to the U.S. Foreign Corrupt Practices Act of 1977, as amended, the U.S. domestic bribery statute contained in 18 U.S.C. § 201, the
U.S. Travel Act, and other anti-bribery, and anti-corruption laws in countries in which we conduct activities. Anti-corruption and anti-bribery laws have
been enforced aggressively in recent years and are interpreted broadly to generally prohibit companies, their employees, and their third-party
intermediaries from authorizing, promising, offering, providing, soliciting, or accepting, directly or indirectly, improper payments or benefits to or from
any person whether in the public or private sector. We may engage with partners and third-party intermediaries to market our services and to obtain
necessary permits, licenses, and other regulatory approvals. In addition, we or our third-party intermediaries may have direct or indirect interactions with
officials and employees of government agencies or state-owned or affiliated entities. We can be held liable for the corrupt or other illegal activities of
these third-party intermediaries, and of our employees, representatives, contractors, partners, and agents, even if we do not explicitly authorize such
activities. We cannot provide any assurance that all of our employees and agents will not take actions in violation of our policies and applicable law, for
which we may be ultimately held responsible.

Detecting, investigating, and resolving actual or alleged violations of anti-corruption laws can require a significant diversion of time, resources,
and attention from senior management. In addition, noncompliance with anti-corruption or anti-bribery laws could subject us to whistleblower
complaints, investigations, sanctions, settlements, prosecution, enforcement actions, fines, damages, other civil or criminal penalties, injunctions,
suspension or debarment from contracting with certain persons, reputational harm, adverse media coverage, and other collateral consequences.
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We are subject to governmental export and import controls that could impair our ability to compete in international markets due to licensing
requirements and subject us to liability if we are not in compliance with applicable laws.

Our products and technologies are subject to U.S. export control and import laws and regulations, including the U.S. Export Administration
Regulations, U.S. Customs regulations, and various economic and trade sanctions regulations administered by the U.S. Treasury Department’s Office of
Foreign Assets Controls. U.S. export control and economic sanctions laws include restrictions or prohibitions on the sale or supply of certain products,
technologies, and services to U.S. government embargoed or sanctioned countries, governments, persons and entities. In addition, certain products and
technology may be subject to export licensing or approval requirements. Exports of our products and technology must be made in compliance with
export control and sanctions laws and regulations. If we fail to comply with these laws and regulations, we and certain of our employees could be
subject to substantial civil or criminal penalties, including the possible loss of export or import privileges; fines, which may be imposed on us and
responsible employees or managers; and, in extreme cases, the incarceration of responsible employees or managers.

In addition, changes in our products or technologies or changes in applicable export or import laws and regulations may create delays in the
introduction and sale of our products and technologies in international markets or, in some cases, prevent the export or import of our products and
technologies to certain countries, governments or persons altogether. Any change in export or import laws and regulations, shift in the enforcement or
scope of existing laws and regulations, or change in the countries, governments, persons or technologies targeted by such laws and regulations, could
also result in decreased use of our products and technologies, or in our decreased ability to export or sell our products and technologies to existing or
potential customers. Any decreased use of our products and technologies or limitation on our ability to export or sell our products and technologies
would likely adversely affect our business, financial condition and results of operations.

We expect to incur significant costs in complying with these regulations. Regulations related to quantum computing are currently evolving and we
may face additional risks associated with changes to these regulations.

Risks Related to our Intellectual Property

Licensing of intellectual property is of critical importance to our business. For example, we license patents (some of which are foundational patents)
and other intellectual property from the University of Maryland and Duke University on an exclusive basis. If the license agreement with these
universities terminates, or if any of the other agreements under which we acquired or licensed, or will acquire or license, material intellectual
property rights is terminated, we could lose the ability to develop and operate our business.

We are heavily reliant upon licenses to certain patent rights and other intellectual property from third parties that are important or necessary to the
development of our products. In particular, our quantum computing technology is dependent on our license agreement with University of Maryland and
Duke University. Significant intellectual property developed by our co-founders, Jungsang Kim, our Chief Technology Officer, and Christopher Monroe,
our Chief Scientist, has been and is required to be assigned to the Universities as a result of Dr. Kim and Dr. Monroe’s employment by the Universities,
and certain such intellectual property is licensed pursuant to the license agreement with the Universities. Pursuant to the license agreement with the
universities, we were granted an exclusive, worldwide, royalty-free, sublicenseable license for certain patents, know-how (on a non-exclusive basis) and
other intellectual property to develop, manufacture and commercialize products for use in certain licensed fields, the scope of which includes the
application of the licensed intellectual property in ion trap quantum computing.
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Our existing license agreement with the Universities imposes, and we expect that any future license agreements will impose, upon us various
commercial and development obligations. If we fail to comply with our obligations under these agreements, or we are subject to an insolvency-related
event, the licensor may have the right to terminate these agreements, in which event we would not be able to develop, market or otherwise
commercialize products covered by these agreements, including if any of the foregoing were to occur with respect to our license agreement with the
Universities. Our business could significantly suffer, for example, if any current or future licenses terminate, if the licensors fail to abide by the terms of
the license, if the licensed patents or other rights are found to be invalid or unenforceable, or if we are unable to enter into necessary licenses on
acceptable terms.

Licensing of intellectual property is of critical importance to our business and involves complex legal, business and scientific issues, and certain
provisions in intellectual property license agreements may be susceptible to multiple interpretations. Disputes may arise between us and our licensors
regarding intellectual property subject to a license agreement, including:
 

 •  the scope of rights granted under the license agreement and other interpretation-related issues;
 

 •  whether and the extent to which our technology and processes infringe on intellectual property of the licensor that is not subject to the
licensing agreement;

 

 •  our right to sublicense patent and other rights to third parties;
 

 •  our diligence obligations with respect to the use of the licensed technology in relation to our development and commercialization of our
product and technology, and what activities satisfy those diligence obligations;

 

 •  the ownership of inventions and know-how resulting from the joint creation or use of intellectual property by our licensors and the
company;

 

 •  our right to transfer or assign the license; and
 

 •  the effects of termination.

The resolution of any contract interpretation disagreement that may arise could narrow what we believe to be the scope of our rights to the
relevant intellectual property or technology, or increase what we believe to be our financial or other obligations under the relevant agreement, either of
which could harm our business, financial condition and results of operations. Moreover, if disputes over intellectual property that we have licensed
prevent or impair our ability to maintain our current licensing arrangements on acceptable terms, we may be unable to successfully develop and
commercialize our products or technology.

While we would expect to exercise all rights and remedies available to us, including seeking to cure any breach by us, and otherwise seek to
preserve our rights under the license agreement, we may not be able to do so in a timely manner, at an acceptable cost or at all.

If we are unable to obtain and maintain patent protection for our products and technology, or if the scope of the patent protection obtained is not
sufficiently broad or robust, our competitors could develop and commercialize products and technology similar or identical to ours, and our ability
to successfully commercialize our products and technology may be adversely affected. Moreover, our trade secrets could be compromised, which
could cause us to lose the competitive advantage resulting from these trade secrets.

Our success depends, in significant part, on our ability to obtain, maintain, enforce and defend patents and other intellectual property rights,
including trade secrets, with respect to our products and technology and to operate our business without infringing, misappropriating, or otherwise
violating the intellectual property rights of others. We may not be able to prevent unauthorized use of our intellectual property. We rely upon a
combination of the intellectual property protections afforded by patent, copyright, trademark and trade secret
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laws in the United States and other jurisdictions, as well as license agreements and other contractual protections, to establish, maintain and enforce
rights in our proprietary technologies. In addition, we seek to protect our intellectual property rights through nondisclosure and invention assignment
agreements with our employees and consultants, and through non-disclosure agreements with business partners and other third parties. Our trade secrets
may also be compromised, which could cause us to lose the competitive advantage from such trade secrets. Despite our efforts to protect our proprietary
rights, third parties may attempt to copy or otherwise obtain and use our intellectual property. Monitoring unauthorized use of our intellectual property is
difficult and costly, and the steps we have taken or will take to prevent misappropriation may not be sufficient. Any enforcement efforts we undertake,
including litigation, could be time-consuming and expensive and could divert management’s attention, which could harm our business, results of
operations and financial condition. In addition, existing intellectual property laws and contractual remedies may afford less protection than needed to
safeguard our intellectual property portfolio.

Patent, copyright, trademark and trade secret laws vary significantly throughout the world. A number of foreign countries do not protect
intellectual property rights to the same extent as do the laws of the United States. Therefore, our intellectual property rights may not be as strong or as
easily enforced outside of the United States and efforts to protect against the unauthorized use of our intellectual property rights, technology and other
proprietary rights may be more expensive and difficult outside of the United States. Failure to adequately protect our intellectual property rights could
result in our competitors using our intellectual property to offer products, potentially resulting in the loss of some of our competitive advantage and a
decrease in our revenue, which would adversely affect our business, financial condition and operating results.

Our patent applications may not result in issued patents or our patent rights may be contested, circumvented, invalidated or limited in scope, any of
which could have a material adverse effect on our ability to prevent others from interfering with our commercialization of our products.

Our patent applications may not result in issued patents, which may have a material adverse effect on our ability to prevent others from
commercially exploiting products similar to ours. The status of patents involves complex legal and factual questions and the breadth of claims allowed is
uncertain. As a result, we cannot be certain that the patent applications that we file will result in patents being issued, or that our patents and any patents
that may be issued to us will afford protection against competitors with similar technology. Numerous patents and pending patent applications owned by
others exist in the fields in which we have developed and are developing our technology. In addition to those who may have patents or patent
applications directed to relevant technology with an effective filing date earlier than any of our existing patents or pending patent applications, any of
our existing or pending patents may also be challenged by others on the basis that they are otherwise invalid or unenforceable. Furthermore, patent
applications filed in foreign countries are subject to laws, rules and procedures that differ from those of the United States, and thus we cannot be certain
that foreign patent applications related to issued U.S. patents will be issued.

Even if our patent applications succeed and we are issued patents in accordance with them, it is still uncertain whether these patents will be
contested, circumvented, invalidated or limited in scope in the future. The rights granted under any issued patents may not provide us with meaningful
protection or competitive advantages, and some foreign countries provide significantly less effective patent enforcement than in the United States. In
addition, the claims under any patents that issue from our patent applications may not be broad enough to prevent others from developing technologies
that are similar or that achieve results similar to ours. The intellectual property rights of others could also bar us from licensing and exploiting any
patents that issue from our pending applications. In addition, patents issued to us may be infringed upon or designed around by others and others may
obtain patents that it needs to license or design around, either of which would increase costs and may adversely affect our business, prospects, financial
condition and operating results.
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We may face patent infringement and other intellectual property claims that could be costly to defend, result in injunctions and significant damage
awards or other costs (including indemnification of third parties or costly licensing arrangements (if licenses are available at all)) and limit our
ability to use certain key technologies in the future or require development of non-infringing products, services, or technologies, which could result
in a significant expenditure and otherwise harm our business.

We may become subject to intellectual property disputes. Our success depends, in part, on our ability to develop and commercialize our products,
services and technologies without infringing, misappropriating or otherwise violating the intellectual property rights of third parties. However, we may
not be aware that our products, services or technologies are infringing, misappropriating or otherwise violating third-party intellectual property rights
and such third parties may bring claims alleging such infringement, misappropriation or violation. For example, there may be issued patents of which we
are unaware, held by third parties that, if found to be valid and enforceable, could be alleged to be infringed by our current or future products, services
or technologies. There also may be pending patent applications of which we are not aware that may result in issued patents, which could be alleged to be
infringed by our current or future products, services or technologies. Because patent applications can take years to issue and are often afforded
confidentiality for some period of time there may currently be pending applications, unknown to us, that later result in issued patents that could cover
our current or future products, services or technologies. Lawsuits can be time-consuming and expensive to resolve, and they divert management’s time
and attention. Numerous patents and pending patent applications owned by others exist in the fields in which we have developed and are developing our
technology. Companies that have developed and are developing technology are often required to defend against litigation claims based on allegations of
infringement, misappropriation or other violations of intellectual property rights. Our products, services or technologies may not be able to withstand
any third-party claims against their use. In addition, many companies have the capability to dedicate substantially greater resources to enforce their
intellectual property rights and to defend claims that may be brought against them. In a patent infringement claim against us, we may assert, as a
defense, that we do not infringe the relevant patent claims, that the patent is invalid or both. The strength of our defenses will depend on the patents
asserted, the interpretation of these patents, and our ability to invalidate the asserted patents. However, we could be unsuccessful in advancing
non-infringement and/or invalidity arguments in our defense. In the United States, issued patents enjoy a presumption of validity, and the party
challenging the validity of a patent claim must present clear and convincing evidence of invalidity, which is a high burden of proof. Conversely, the
patent owner need only prove infringement by a preponderance of the evidence, which is a lower burden of proof. Our patent portfolio may not be large
enough to deter patent infringement claims, and our competitors and others may now and in the future have significantly larger and more mature patent
portfolios. Any litigation may also involve patent holding companies or other adverse patent owners that have no relevant solution revenue, and
therefore, our patent portfolio may provide little or no deterrence as we would not be able to assert our patents against such entities or individuals. If a
third party is able to obtain an injunction preventing us from accessing such third-party intellectual property rights, or if we cannot license or develop
alternative technology for any infringing aspect of our business, we may be forced to limit or stop sales of our products, services or technologies or
cease business activities related to such intellectual property.

Although we carry general liability insurance, our insurance may not cover potential claims of this type or may not be adequate to indemnify us
for all liability that may be imposed. We cannot predict the outcome of lawsuits and cannot ensure that the results of any such actions will not have an
adverse effect on our business, financial condition or results of operations. Any intellectual property litigation to which we might become a party, or for
which we are required to provide indemnification, regardless of the merit of the claim or our defenses, may require us to do one or more of the
following:
 

 •  cease selling or using solutions or services that incorporate the intellectual property rights that allegedly infringe, misappropriate or violate
the intellectual property of a third party;

 

 •  make substantial payments for legal fees, settlement payments or other costs or damages;
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 •  obtain a license, which may not be available on reasonable terms or at all, to sell or use the relevant technology;
 

 •  redesign the allegedly infringing solutions to avoid infringement, misappropriation or violation, which could be costly, time-consuming or
impossible; or

 

 •  indemnify organizations using our platform or third-party service providers.

Even if the claims do not result in litigation or are resolved in our favor, these claims, and the time and resources necessary to resolve them, could
divert the resources of our management and harm our business and operating results. Moreover, there could be public announcements of the results of
hearings, motions or other interim proceedings or developments and if securities analysts or investors perceive these results to be negative, it could have
a substantial adverse effect on the price of our common stock. The occurrence of infringement claims may grow as the market for our products, services
and technologies grows. Accordingly, our exposure to damages resulting from infringement claims could increase and this could further exhaust our
financial and management resources.

Some of our in-licensed intellectual property, including the intellectual property licensed from the Universities, has been conceived or developed
through government-funded research and thus may be subject to federal regulations providing for certain rights for the U.S. government or
imposing certain obligations on us, such as a license to the U.S. government under such intellectual property, “march-in” rights, certain reporting
requirements and a preference for U.S.-based companies, and compliance with such regulations may limit our exclusive rights and our ability to
contract with non-U.S. manufacturers.

Certain intellectual property rights that have been in-licensed pursuant to the license agreement with the Universities have been generated through
the use of U.S. government funding and are therefore subject to certain federal regulations. As a result, the U.S. government may have certain rights to
intellectual property embodied in our current or future product candidates pursuant to the Bayh-Dole Act of 1980, or the Patent and Trademark Law
Amendment. These U.S. government rights include a non-exclusive, non-transferable, irrevocable worldwide license to use inventions for any
governmental purpose. In addition, the U.S. government has the right, under certain limited circumstances, to require the licensor to grant exclusive,
partially exclusive or non-exclusive licenses to any of these inventions to a third party if it determines that: (1) adequate steps have not been taken to
commercialize the invention, (2) government action is necessary to meet public health or safety needs or (3) government action is necessary to meet
requirements for public use under federal regulations (also referred to as “march-in rights”). The U.S. government also has the right to take title to these
inventions if the licensor fails to disclose the invention to the government or fails to file an application to register the intellectual property within
specified time limits. Intellectual property generated under a government funded program is also subject to certain reporting requirements, compliance
with which may require us to expend substantial resources. In addition, the U.S. government requires that any products embodying any of these
inventions or produced through the use of any of these inventions be manufactured substantially in the U.S., and the license agreement with the
Universities requires that we comply with this requirement. This preference for U.S. industry may be waived by the federal agency that provided the
funding if the owner or assignee of the intellectual property can show that reasonable but unsuccessful efforts have been made to grant licenses on
similar terms to potential licensees that would be likely to manufacture the products substantially in the United States or that under the circumstances
domestic manufacture is not commercially feasible. To the extent any of our owned or licensed future intellectual property is also generated through the
use of U.S. government funding, the provisions of the Bayh-Dole Act may similarly apply.
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Risks Related to an Investment in our Securities and Other General Matters

The market price of shares of our common stock or public warrants may be volatile, which could cause the value of your investment to decline.

If you purchase shares of our common stock, you may not be able to resell those shares at or above the price you paid. The market price of our
common stock may be highly volatile and may fluctuate or decline significantly in response to numerous factors, some of which are beyond our control.
The securities markets have experienced and continue to experience significant volatility. Market volatility, as well as general economic, market or
political conditions, could reduce the market price of shares of our common stock regardless of our operating performance. Our operating results could
be below the expectations of public market analysts and investors due to a number of potential factors, including:
 

 •  variations in quarterly operating results or dividends, if any, to stockholders;
 

 •  additions or departures of key management personnel;
 

 •  publication of research reports about our industry;
 

 •  rumors and market speculation involving us or other companies in our industry, which may include short seller reports;
 

 •  litigation and government investigations;
 

 •  changes or proposed changes in laws or regulations or differing interpretations or enforcement of laws or regulations affecting our
business;

 

 •  adverse market reaction to any indebtedness incurred or securities issued in the future;
 

 •  changes in market valuations of similar companies;
 

 •  announcements by competitors of significant contracts, acquisitions, dispositions, strategic partnerships, joint ventures, or capital
commitments;

 

 •  the impact of any future bank failures, public health crises or geopolitical events such as the Russia-Ukraine war; and
 

 •  the impact of any of the foregoing on our management, employees, partners, customers, and operating results.

Following periods of volatility in the overall market and the market price of a company’s securities, securities class action litigation has often been
instituted against such company. Such litigation could result in substantial costs and a diversion of management’s attention and resources. See also “—
Risks Related to Litigation and Government Regulation—Our business is exposed to risks associated with litigation, investigations and regulatory
proceedings.”

Short sellers may engage in manipulative activity intended to drive down the market price of our common stock, which could also result in related
regulatory and governmental scrutiny, among other effects.

Short selling is the practice of selling securities that the seller does not own but rather has borrowed or intends to borrow from a third party with
the intention of later buying lower priced identical securities to return to the lender. Accordingly, it is in the interest of a short seller of our common
stock for the price to decline. At any time, short sellers may publish, or arrange for the publication of, opinions or characterizations that are intended to
create negative market momentum. Issuers, like us, whose securities have historically had limited trading history or volumes and/or have been
susceptible to relatively high volatility levels can be vulnerable to such short seller attacks. Short selling reports can cause increased volatility in an
issuer’s stock price, and result in regulatory and governmental inquiries. On May 3, 2022, a short seller report was published about us, which contained
certain allegations against us. Any inquiry or formal investigation from a governmental organization or other regulatory body, including any inquiry
from the SEC or the U.S. Department of Justice, could result in a material diversion of our management’s time and could have a material adverse effect
on our business and results of operations.
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There may not be an active trading market for our common stock or public warrants, which may make it difficult to sell such securities.

It is possible that an active trading market will not be sustained. This would make it difficult for you to sell shares of our common stock or public
warrants at an attractive price or at all.

Our ability to timely raise capital in the future may be limited, or may be unavailable on acceptable terms, if at all. The failure to raise capital when
needed could harm our business, operating results and financial condition. Debt or equity issued to raise additional capital may reduce the value of
our common stock.

We cannot be certain when or if the operations of our business will generate sufficient cash to fund our ongoing operations or the growth of our
business. We intend to make investments to support our current business and may require additional funds to respond to business challenges, including
the need to develop or enhance our technology, improve our operating infrastructure or acquire complementary businesses and technologies. Additional
financing may not be available on favorable terms, if at all. In addition, we may not be able to access a portion of our existing cash, cash equivalents and
investments due to market conditions. For example, on March 10, 2023, the Federal Deposit Insurance Corporation (“FDIC”) took control and was
appointed receiver of Silicon Valley Bank (“SVB”). Similarly, on March 12, 2023, Signature Bank and Silvergate Capital Corp. were each swept into
receivership. If other banks and financial institutions enter receivership or become insolvent in the future in response to financial conditions affecting the
banking system and financial markets, our ability to access our existing cash, cash equivalents and investments may be threatened and could have a
material adverse effect on our business and financial condition. Additionally, weakness and volatility in capital markets and the economy, in general or
as a result of bank failures or macroeconomic conditions such as rising inflation, could limit our access to capital markets and increase our costs of
borrowing. If adequate funds are not available on acceptable terms, we may be unable to invest in future growth opportunities, which could harm our
business, operating results and financial condition. If we incur debt, the debt holders could have rights senior to holders of our common stock to make
claims on our assets. The terms of any debt could restrict our operations, including our ability to pay dividends on our common stock. If we issue
additional equity securities, stockholders will experience dilution, and the new equity securities could have rights senior to those of our common stock.

Because the decision to issue securities in the future offering will depend on numerous considerations, including factors beyond our control, we
cannot predict or estimate the amount, timing or nature of any future issuances of debt or equity securities. As a result, stockholders will bear the risk of
future issuances of debt or equity securities reducing the value of their common stock and diluting their interest.

A small number of stockholders will continue to have substantial control over us, which may limit other stockholders’ ability to influence corporate
matters and delay or prevent a third party from acquiring control over us.

As of March 31, 2023, our directors and executive officers of, and beneficial owners of 5% or more of our voting securities and their respective
affiliates beneficially own, in the aggregate, approximately 27% of our outstanding common stock. This concentration of ownership may have a
negative impact on the trading price for our common stock because investors often perceive disadvantages in owning stock in companies with
controlling stockholders. In addition, these stockholders will be able to exercise influence over all matters requiring stockholder approval, including the
election of directors and approval of corporate transactions, such as a merger or other sale of us or our assets. This concentration of ownership could
limit stockholders’ ability to influence corporate matters and may have the effect of delaying or preventing a change in control, including a merger,
consolidation or other business combination, or discouraging a potential acquirer from making a tender offer or otherwise attempting to obtain control,
even if that change in control would benefit the other stockholders.
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There can be no assurance that we will be able to comply with the continued listing standards of the New York Stock Exchange (“NYSE”).

If we fail to satisfy the continued listing requirements of NYSE, such as the corporate governance requirements or the minimum share price
requirement, NYSE may take steps to delist our securities. Such a delisting would likely have a negative effect on the price of the securities and would
impair your ability to sell or purchase the securities when you wish to do so. In the event of a delisting, we can provide no assurance that any action
taken by us to restore compliance with listing requirements would allow our securities to become listed again, stabilize the market price or improve the
liquidity of our securities, prevent our securities from dropping below the NYSE minimum share price requirement or prevent future non-compliance
with NYSE’s listing requirements. Additionally, if our securities are not listed on, or become delisted from the NYSE, for any reason, and are quoted on
the OTC Bulletin Board, an inter-dealer automated quotation system for equity securities that is not a national securities exchange, the liquidity and
price of our securities may be more limited than if we were quoted or listed on the NYSE or another national securities exchange. You may be unable to
sell your securities unless a market can be established or sustained.

If we are unable to implement and maintain effective internal control over financial reporting, investors may lose confidence in the accuracy and
completeness of financial reports, and the market price of our common stock may decline.

We are required to maintain internal controls over financial reporting and to report any material weaknesses in such internal controls. The process
of designing, implementing, and testing the internal control over financial reporting required to comply with this obligation is time-consuming, costly,
and complicated. There can be no assurance that the controls put in place will remain effective or that any additional controls needed will be designed
and implemented timely to prevent material misstatements in our consolidated financial statements in future periods. If we identify material weaknesses
in our internal control over financial reporting in the future, if we are unable to comply with the requirements of Section 404 of Sarbanes-Oxley Act of
2002 in a timely manner, or if we are unable to assert that our internal control over financial reporting is effective, we will be unable to certify that our
internal control over financial reporting is effective. We cannot assure you that there will not be material weaknesses or significant deficiencies in our
internal control over financial reporting in the future. Any failure to maintain internal control over financial reporting could severely inhibit our ability to
accurately report our financial condition or results of operations. If we are unable to conclude that our internal control over financial reporting is
effective, investors may lose confidence in the accuracy and completeness of our financial reports and the market price of our common stock could
decline. We could become subject to investigations by the NYSE, the SEC or other regulatory authorities, which could require additional financial and
management resources.

If our operating and financial performance in any given period does not meet the guidance provided to the public or the expectations of investment
analysts, the market price of our common stock may decline.

We may, but are not obligated to, provide public guidance on our expected operating and financial results for future periods. Any such guidance
will consist of forward-looking statements, subject to the risks and uncertainties described in this filing and in our other public filings and public
statements. Our actual results may not always be in line with or exceed any guidance we have provided, especially in times of economic uncertainty,
such as the current global economic uncertainty being experienced. If, in the future, our operating or financial results for a particular period do not meet
any guidance provided or the expectations of investment analysts, or if we reduce our guidance for future periods, the market price of our common stock
may decline as well. Even if we do issue public guidance, there can be no assurance that we will continue to do so in the future.

Our quarterly operating results may fluctuate significantly and could fall below the expectations of securities analysts and investors due several
factors, some of which are beyond our control, resulting in a decline in our stock price.

Our quarterly operating results may fluctuate significantly because of several factors, including:
 

 •  labor availability and costs for hourly and management personnel;
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 •  profitability of our products, especially in new markets;
 

 •  changes in interest rates;
 

 •  impairment of long-lived assets;
 

 •  macroeconomic conditions, both nationally and locally;
 

 •  size and scope of our revenue arrangements with our customers;
 

 •  negative publicity relating to products we serve;
 

 •  changes in consumer preferences and competitive conditions;
 

 •  expansion to new markets; and
 

 •  fluctuations in commodity prices.

We will continue to incur significant increased expenses and administrative burdens as a public company, which could negatively impact our
business, financial condition and results of operations.

We face increased legal, accounting, insurance, administrative and other costs and expenses as a public company that we did not incur as a private
company. Sarbanes-Oxley, including the requirements of Section 404, as well as rules and regulations subsequently implemented by the SEC, the Dodd-
Frank Wall Street Reform and Consumer Protection Act of 2010 and the rules and regulations promulgated and to be promulgated thereunder, the Public
Company Accounting Oversight Board (“PCAOB”) and the securities exchanges, impose additional reporting and other obligations on public
companies. Compliance with public company requirements will continue to increase costs and make certain activities more time-consuming. A number
of those requirements require us to carry out activities we have not done previously. For example, we adopted new internal controls and disclosure
controls and procedures.

If any issues in complying with SEC reporting requirements are identified (for example, if we identify a material weakness or significant
deficiency in the internal control over financial reporting), we could incur additional costs rectifying those issues, and the existence of those issues could
harm our reputation or investor perceptions of us. Further, the costs to maintain our director and officer liability insurance may continue to rise to
unprecedented levels. Risks associated with our status as a public company may make it more difficult to attract and retain qualified persons to serve on
our Board or as executive officers. The additional reporting and other obligations imposed by these rules and regulations will increase legal and financial
compliance costs and the costs of related legal, accounting and administrative activities. These increased costs will require us to divert a significant
amount of money that could otherwise be used to expand our business and achieve strategic objectives. Advocacy efforts by stockholders and third
parties may also prompt additional changes in governance and reporting requirements, which could further increase costs.

We qualify as an emerging growth company as well as a smaller reporting company. The reduced public company reporting requirements applicable
to emerging growth companies may make our common stock less attractive to investors.

We qualify as an emerging growth company under SEC rules. As an emerging growth company, we are permitted and plan to rely on exemptions
from certain disclosure requirements that are applicable to other public companies that are not emerging growth companies. These provisions include:
(1) presenting only two years of audited financial statements; (2) presenting only two years of related selected financial data and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” disclosure; (3) an exemption from compliance with the auditor attestation
requirement in the assessment of internal control over financial reporting pursuant to Section 404 of Sarbanes-Oxley; (4) not being required to comply
with any requirement that may be adopted by the PCAOB regarding mandatory audit firm rotation or a supplement to the auditor’s report providing
additional information about the audit and the financial statements; (5) reduced disclosure obligations regarding executive compensation arrangements
in periodic reports, registration statements, and proxy statements; and (6) exemptions
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from the requirements of holding a nonbinding advisory vote on executive compensation and stockholder approval of any golden parachute payments
not previously approved. As a result, the information we provide will be different than the information that is available with respect to other public
companies that are not emerging growth companies. If some investors find our common stock less attractive as a result, there may be a less active
trading market for our common stock, and the market price of our common stock may be more volatile. We will remain an emerging growth company
until the earliest of: (1) December 31, 2025; (2) the last day of the fiscal year in which we have gross revenue exceeding $1.235 billion; (3) the date on
which we have issued more than $1.0 billion in non-convertible debt securities during the prior three year period; and (4) the last day of the year in
which we are deemed to be a large accelerated filer, which means the market value of our common stock held by non-affiliates exceeds $700 million as
of the prior June 30th.

Additionally, we qualify as a “smaller reporting company” as defined in Item 10(f)(1) of Regulation S-K. Smaller reporting companies may take
advantage of certain reduced disclosure obligations, including, among other things, providing only two years of audited financial statements. We will
remain a smaller reporting company until the last day of the fiscal year in which (1) the market value of common stock held by non-affiliates exceeds
$250 million as of the end of that year’s second fiscal quarter, or (2) our annual revenues exceeded $100 million during such completed fiscal year and
the market value of common stock held by non-affiliates equals or exceeds $700 million as of the end of that year’s second fiscal quarter. To the extent
we take advantage of such reduced disclosure obligations, this may also make comparison of our financial statements with other public companies
difficult or impossible.

We may issue additional shares of common stock or other equity securities without your approval, which would dilute your ownership interests and
may depress the market price of our common stock.

As of March 31, 2023, we had warrants outstanding to purchase an aggregate of 13,532,688 shares of common stock. Pursuant to our employee
benefit plans, we may issue an aggregate of up to 42,633,201 shares of common stock, which amount may be subject to increase from time to time. We
may also issue additional shares of common stock or other equity securities of equal or senior rank in the future in connection with, among other things,
future acquisitions or repayment of outstanding indebtedness, without stockholder approval, in a number of circumstances.

The issuance of additional shares or other equity securities of equal or senior rank would have the following effects:
 

 •  existing stockholders’ proportionate ownership interest in us will decrease;
 

 •  the amount of cash available per share, including for payment of dividends, if any, may decrease;
 

 •  the relative voting strength of each previously outstanding common stock may be diminished; and
 

 •  the market price of our common stock may decline.

There is no guarantee that the public warrants will be in the money, and they may expire worthless.

The exercise price for our public warrants is $11.50 per share of common stock. There is no guarantee that the public warrants will be in the
money prior to their expiration, and as such, the public warrants may expire worthless. The public warrants expire on September 30, 2026.

We may amend the terms of the public warrants in a manner that may be adverse to holders with the approval by the holders of at least 50% of the
then-outstanding public warrants. As a result, the exercise price of your public warrants could be increased, the exercise period could be shortened and
the number of shares of our common stock purchasable upon exercise of a public warrant could be decreased, all without your approval.
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Our public warrants are issued in registered form under the Warrant Agreement between the warrant agent and us. The Warrant Agreement
provides that the terms of the public warrants may be amended without the consent of any holder to cure any ambiguity or correct any defective
provision, but requires the approval by the holders of at least 50% of the then-outstanding public warrants to make any change that adversely affects the
interests of the registered holders of public warrants. Accordingly, we may amend the terms of the public warrants in a manner adverse to a holder if
holders of at least 50% of the then-outstanding public warrants approve of such amendment. Although our ability to amend the terms of the public
warrants with the consent of at least 50% of the then-outstanding public warrants is unlimited, examples of such amendments could be amendments to,
among other things, increase the exercise price of the warrants, convert the public warrants into cash or stock (at a ratio different than initially provided),
shorten the exercise period or decrease the number of shares of our common stock purchasable upon exercise of a public warrant.

We may redeem unexpired public warrants prior to their exercise at a time that is disadvantageous to warrantholders, thereby making such warrants
worthless.

We have the ability to redeem outstanding public warrants prior to their expiration, at a price of $0.01 per warrant, provided that the last reported
sales price of our common stock equals or exceeds $18.00 per share (as adjusted for stock splits, stock dividends, reorganizations, recapitalizations and
the like) for any 20 trading days within a 30-trading day period ending on the third trading day prior to the date on which we give proper notice of such
redemption and provided certain other conditions are met. If and when the public warrants become redeemable by us, we may exercise our redemption
right even if we are unable to register or qualify the underlying securities for sale under all applicable state securities laws. Redemption of the
outstanding public warrants could force you (1) to exercise your public warrants and pay the exercise price therefor at a time when it may be
disadvantageous for you to do so, (2) to sell your public warrants at the then-current market price when you might otherwise wish to hold your public
warrants or (3) to accept the nominal redemption price which, at the time the outstanding public warrants are called for redemption, is likely to be
substantially less than the market value of your public warrants.

In addition, we may redeem the public warrants after they become exercisable for a number of shares of common stock determined based on the
redemption date and the fair market value of our common stock. Any such redemption may have similar consequences to a cash redemption described
above. In addition, such redemption may occur at a time when the public warrants are “out-of-the-money,” in which case, you would lose any potential
embedded value from a subsequent increase in the value of our common stock had your public warrants remained outstanding.

We have no current plans to pay cash dividends on our common stock; as a result, stockholders may not receive any return on investment unless
they sell their common stock for a price greater than the purchase price.

We have no current plans to pay dividends on our common stock. Any future determination to pay dividends will be made at the discretion of our
Board, subject to applicable laws. It will depend on a number of factors, including our financial condition, results of operations, capital requirements,
contractual, legal, tax and regulatory restrictions, general business conditions, and other factors that the Board may deem relevant. In addition, the
ability to pay cash dividends may be restricted by the terms of debt financing arrangements, as any future debt financing arrangement likely will contain
terms restricting or limiting the amount of dividends that may be declared or paid on our common stock. As a result, stockholders may not receive any
return on an investment in our common stock unless they sell their shares for a price greater than what they paid for them.
 

70



Table of Contents

Provisions in our organizational documents and certain rules imposed by regulatory authorities may delay or prevent an acquisition by a third party
that could otherwise be in the interests of stockholders.

Our second amended and restated certificate of incorporation (“Certificate of Incorporation”) and amended and restated bylaws (“Bylaws”)
contain several provisions that may make it more difficult or expensive for a third party to acquire control of us without the approval of the Board. These
provisions, which may delay, prevent or deter a merger, acquisition, tender offer, proxy contest, or other transaction that stockholders may consider
favorable, include the following:
 

 •  a classified board;
 

 •  advance notice for nominations of directors by stockholders and for stockholders to include matters to be considered at our annual
meetings;

 

 •  certain limitations on convening special stockholder meetings;
 

 •  limiting the persons who may call special meetings of stockholders;
 

 •  limiting the ability of stockholders to act by written consent;
 

 •  restrictions on business combinations with interested stockholder;
 

 
•  in certain cases, the approval of holders representing at least 66 2/3% of the total voting power of the shares entitled to vote generally in

the election of directors will be required for stockholders to adopt, amend or repeal the Bylaws, or amend or repeal certain provisions of
the Certificate of Incorporation;

 

 •  no cumulative voting;
 

 •  the required approval of holders representing at least 66 2/3% of the total voting power of the shares entitled to vote at an election of the
directors to remove directors; and

 

 
•  the ability of the Board to designate the terms of and issue new series of preferred stock without stockholder approval, which could be

used, among other things, to institute a rights plan that would have the effect of significantly diluting the stock ownership of a potential
hostile acquirer, likely preventing acquisitions.

These provisions of our Certificate of Incorporation and Bylaws could discourage potential takeover attempts and reduce the price that investors
might be willing to pay for shares of our common stock in the future, which could reduce the market price of our common stock.

The provision of our Certificate of Incorporation requiring exclusive venue in the Court of Chancery in the State of Delaware and the federal
district courts of the United States for certain types of lawsuits may have the effect of discouraging lawsuits against directors and officers.

Our Certificate of Incorporation provides that, unless we consent in writing to the selection of an alternative forum, the Court of Chancery of the
State of Delaware shall be the sole and exclusive forum for:
 

 •  any derivative action or proceeding brought on behalf of us;
 

 •  any action asserting a claim of breach of fiduciary duty owed by any director, officer, agent or other employee or stockholder to us or our
stockholders;

 

 •  any action asserting a claim arising pursuant to any provision of the Delaware General Corporation Law (the “DGCL”), the Certificate of
Incorporation or Bylaws or as to which the DGCL confers jurisdiction on the Court of Chancery of the State of Delaware;

 

 •  any claim or cause of action seeking to interpret, apply, enforce or determine the validity of the Certificate of Incorporation or the Bylaws;
or

 

 

•  any action asserting a claim governed by the internal affairs doctrine, in each case subject to such Court of Chancery having personal
jurisdiction over the indispensable parties named as defendants therein. It further provides that, unless we consent in writing to the
selection of an alternative forum, the federal district courts of the United States shall, to the fullest extent permitted by law, be the sole and
exclusive forum for the resolutions of any complaint asserting a cause of action arising under the Securities Act. The exclusive forum
clauses described above shall not apply to suits brought to enforce a duty or liability created by the Exchange Act, or any other claim for
which the federal courts have exclusive
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jurisdiction. Although these provisions are expected to benefit us by providing increased consistency in the application of applicable law in
the types of lawsuits to which they apply, the provisions may have the effect of discouraging lawsuits against directors and officers. The
enforceability of similar choice of forum provisions in other companies’ certificates of incorporation have been challenged in legal
proceedings and there is uncertainty as to whether a court would enforce such provisions. In addition, investors cannot waive compliance
with the federal securities laws and the rules and regulations thereunder. It is possible that, in connection with any applicable action
brought against us, a court could find the choice of forum provisions contained in our Certificate of Incorporation to be inapplicable or
unenforceable in such action. If so, we may incur additional costs associated with resolving such action in other jurisdictions, which could
harm our business, financial condition or results of operations.

These provisions of our Certificate of Incorporation and Bylaws could discourage lawsuits against directors and officers, which could reduce the
market price of our common stock.
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Item 6. Exhibits.
 

(a) Exhibits.

The exhibits listed below are filed as part of this Quarterly Report on Form 10-Q.
 
         Incorporated by Reference
Exhibit   Description Form      File Number   Exhibit  Filing Date

    2.1+
  

Agreement and Plan of Merger, dated as of March 7, 2021, by and among dMY Technology
Group, Inc. III, IonQ, Inc. and IonQ Trap Acquisition Inc.   8-K  001-39694  2.1  March 8, 2021

    3.1   Amended and Restated Certificate of Incorporation of IonQ, Inc.   8-K  001-39694  3.1  October 4, 2021

    3.2   Amended and Restated Bylaws of IonQ, Inc.   8-K  001-39694  3.2  October 4, 2021

  31.1

  

Certification of Principal Executive Officer Pursuant to Securities Exchange Act Rules 13a-
14(a) and 15(d)-14(a), as adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of
2002         

  31.2

  

Certification of Principal Financial and Accounting Officer Pursuant to Securities Exchange
Act Rules 13a-14(a) and 15(d)-14(a), as adopted Pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002         

  32.1*
  

Certification of Principal Executive Officer and Principal Financial Officer Pursuant to 18
U.S.C. Section 1350, as adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002         

101.INS   Inline XBRL Instance Document.         

101.CAL   Inline XBRL Taxonomy Extension Calculation Linkbase Document.         

101.SCH   Inline XBRL Taxonomy Extension Schema Document.         

101.DEF   Inline XBRL Taxonomy Extension Definition Linkbase Document.         

101.LAB   Inline XBRL Taxonomy Extension Labels Linkbase Document.         

101.PRE   Inline XBRL Taxonomy Extension Presentation Linkbase Document.         

104   Cover Page Interactive Data File (embedded within the Inline XBRL document).         
 
+ Certain of the exhibits and schedules to this Exhibit have been omitted in accordance with Regulation S-K Item 601. The Registrant agrees to

furnish a copy of all omitted exhibits and schedules to the SEC upon its request.
* Furnished herewith and not deemed to be “filed” for purposes of Section 18 of the Exchange Act and shall not be deemed to be incorporated by

reference into any filing under the Securities Act or the Exchange Act (whether made before or after the date of this Quarterly Report on Form 10-
Q), irrespective of any general incorporation language contained in such filing.
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SIGNATURES

Pursuant to the requirements of Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
 

  IonQ, Inc.

Date: May 11, 2023   /s/ Peter Chapman
  Name:  Peter Chapman
  Title:  President and Chief Executive Officer
   (Principal Executive Officer)

Date: May 11, 2023   /s/ Thomas Kramer
  Name:  Thomas Kramer
  Title:  Chief Financial Officer
   (Principal Financial and Accounting Officer)

 



Exhibit 31.1

CERTIFICATIONS

I, Peter Chapman, certify that:
 

1. I have reviewed this Quarterly Report on Form 10-Q of IonQ, Inc.;
 

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

 

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

 

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

 

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,

to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

 

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 

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

 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most

recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and

 

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

 

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

 

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

Date: May 11, 2023
 

/s/ Peter Chapman
Peter Chapman
Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATIONS

I, Thomas Kramer, certify that:
 

1. I have reviewed this Quarterly Report on Form 10-Q of IonQ, Inc.;
 

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

 

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

 

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

 

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,

to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

 

 
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

 

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

 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most

recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely
to materially affect, the registrant’s internal control over financial reporting; and

 

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

 

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

 

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

Date: May 11, 2023
 

/s/ Thomas Kramer
Thomas Kramer
Chief Financial Officer
(Principal Financial and Accounting Officer)



Exhibit 32.1

CERTIFICATION

Pursuant to the requirement set forth in Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, (the “Exchange Act”) and Section 1350 of
Chapter 63 of Title 18 of the United States Code (18 U.S.C. §1350), Peter Chapman, Chief Executive Officer of IonQ, Inc. (the “Company”), and
Thomas Kramer, Chief Financial Officer of the Company, each hereby certifies that, to the best of his or her knowledge:
 

1. The Company’s Quarterly Report on Form 10-Q for the period ended March 31, 2023, to which this Certification is attached as Exhibit 32.1 (the
“Periodic Report”), fully complies with the requirements of Section 13(a) or Section 15(d) of the Exchange Act; and

 

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

IN WITNESS WHEREOF, the undersigned have set their hands hereto as of the 11th day of May 2023.
 
/s/ Peter Chapman   /s/ Thomas Kramer

   
    

Peter Chapman   Thomas Kramer
Chief Executive Officer   Chief Financial Officer


