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PART I
FORWARD-LOOKING STATEMENTS

Vermillion, Inc. (“Vermillion”) and its wholly ownd subsidiaries (collectively, the “Company”) hasdeatatements in Part | Item 1,
“Business”; Part Il ltem 7, “Management’s Discussand Analysis of Financial Condition and Resuft®©perations”;and other sections of tl
Annual Report on Form 10-K that are deemed forwaaking statements for purposes of the safe hgshbmrisions under the Private Securities
Litigation Reform Act of 1995. We claim the protiect of such safe harbor, and disclaim any intergldigation to update any forward-looking
statement. You can identify these statements hydiat-looking words such as “may,” “will,” “expect;intend,” “anticipate,” “believe,”
“estimate,” “plan,” “could,” “should” and “contindeor similar words. These forward-looking statengemay also use different phrases. We
have based these forward-looking statements on geament’s (“we,” “us” or “our”) current expectatioasd projections about future events.
Examples of language found in forward-looking staats include the following:

» projections of our future revenue, results of opens and financial conditior

» anticipated efficacy of our products, product depehent activities and product innovatio

» competition and consolidation in the markets inahhive compete

e existing and future collaborations and partnerst

» the utility of biomarker discoverie

« our belief that biomarker discoveries may have wnidegic and/or therapeutic utilit

» achieving milestones in product development, futegailatory or scientific submissions and preséorat

» our plans to develop and commercialize diagnosststthrough our strategic alliance with Quest Béatics, Incorporatec Quest
Diagnostic”);

e our ability to comply with applicable governmenguéations;

» our ability to expand and protect our intellectpedperty portfolio;

* anticipated future losse

» expected levels of expenditur:

» expected market adoption of our diagnostic testduding the OVAI® ovarian tumor triage tes*"OVAL");
» results of clinical trials, po-market studies required by FDA, and publicationsO&A1;

* our ability to obtain reimbursement from tr-party payers for our diagnostic tests, includingA1y

» forgiveness of the outstanding principal amountthefsecured line of credit by Quest Diagnos

» recognition of revenue under our agreement withsPDéagnostics

» the period of time for which our financial resowsaeill be sufficient to enable us to maintain catrand planned operations; &
* market risk of our investment

Such statements are subject to significant risksuartertainties, including those identified in Rdtem 1A, “Risk Factors”, that could
cause actual results to differ materially from #hpsojected in such forward-looking statementstduearious factors, including our ability to
generate sales after completing development ofhdistic products; our ability to manage our opetpgrpenses and cash resources
consistently with our plans;
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our ability to secure adequate funds on acceptebfes to execute our business plan; our abilityeeelop and commercialize diagnostic
products using both our internal and external re$eand development resources; our ability to obta@rket acceptance of OVA1L or future
diagnostic products, including the risk that ousdarcts will not be competitive with products offérey other companies, or that users will not
be entitled to receive adequate reimbursementidopooducts from third party payers such as priwagerance companies and government
insurance plans; our ability to successfully liapos otherwise successfully partner with third esrto commercialize our products; our ability
to obtain any regulatory approval for our futuragtiostic products; our success in achieving devedop milestones, achieving desired results
in clinical trials or FDA-mandated studies; and ability to protect and promote our proprietaryhteslogies. We believe it is important to
communicate our expectations to our investors. Hewehere may be events in the future that wenateble to accurately predict or that we
do not fully control that could cause actual restdtdiffer materially from those expressed or iengblin our forward-looking statements.
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ITEM1. BUSINESS
Company Overview

We are dedicated to the discovery, developmentantnercialization of novel high-value diagnostistsethat help physicians diagnose,
treat and improve outcomes for patients. Our tesisntended to help guide decisions regardingpatieatment, which may include decisions
to refer patients to specialists, to perform addii testing, or to assist in the selection ofdpgr A distinctive feature of our approach is to
combine multiple biomarkers into a single, repdedbdex score that has higher diagnostic accuttaay its constituents. We concentrate our
development of novel diagnostic tests in the fielflencology, cardiology and womenhealth, with the initial focus on ovarian cand¥e alsc
intend to address clinical questions related ttyelsease detection, treatment response, monjfafmisease progression, prognosis and ¢
through collaborations with leading academic arsgaech institutions.

Our lead product, OVA1, was cleared by the Unitetes Food and Drug Administration (“FDA”) on Septeer 11, 2009. OVA1l
addresses a clear unmet clinical need, namelyrtasyrgical identification of women who are at higgk of having a malignant ovarian tumor.
Numerous studies have documented the benefit efredfof these women to gynecologic oncologistdlieir initial surgery. Prior to th
clearance of OVA1L, no blood test had been cleayettidd FDA for physicians to use in the pre-surgimahagement of ovarian adnexal masses.
OVAL is a qualitative serum test that utilizes fivell-established biomarkers and proprietary FDéackd software to determine the likelihood
of malignancy in women over age 18, with a pelvassfor whom surgery is planned. OVA1 was develdpezlgh large clinical studies in
collaboration with numerous academic medical cerg@ecompassing over 2,500 clinical samples. OVA4 fuly validated in a prospective
multi-center clinical trial encompassing 27 siteflactive of the diverse nature of the clinical ieza at which ovarian adnexal masses are
evaluated. The results of the clinical trial dentoated that in a clinical cohort of 516 patienty/Al, in conjunction with clinical evaluation,
was able to identify 95.6% (154/161) of the malignavarian tumors overall, and to rule out malignawith a negative predictive value
(“NPV”) of 94.6% (123/130). At the 2010 InternatedrGynecologic Cancer Society Meeting, data weesgmted demonstrating the high
sensitivity of OVAL for epithelial ovarian cancef3YA1 detected 95/96 epithelial ovarian cancer sdsea sensitivity of 99.0%, including
40/41 stage | and stage Il epithelial ovarian cesyder an overall sensitivity of 97.6% for eartpge epithelial ovarian cancers, as compared to
65.9% for CA125 using the American Congress of &bisians and Gynecologists (“ACOGEtoffs. The improvement in sensitivity was e
greater among premenopausal women; for OVAL, seitgitor early stage epithelial ovarian cancer @&s9% and for CA125, sensitivity was
35.7%. Overall, OVA1 detected 76% of malignanciéssed by CA125, including all advanced stage maligiies. OVA1 is not indicated for
use as a screening or stand-alone diagnostic assay.

In addition to OVAL, we have development programether clinical aspects of ovarian cancer as aslh peripheral arterial disease. In
the field of peripheral arterial disease, we halentified candidate biomarkers that may help tatifieindividuals at high risk for a decreased
ankle-brachial index score, which is indicativeloé likely presence of peripheral arterial dise&ge.have recently completed an intended-use
study to develop and validate a multi-marker altponi for the assessment of individuals at risk ferigheral arterial disease. This algorithm
will be specifically directed at a primary care pégiion in which the peripheral arterial diseassoll test (“VASCLIR™") is expected to be
used. Once this study has been published in therperwed literature, we intend to discuss with BI¥A the appropriate submission pathw
which may be Premarket Approval (“PMA”), 510(k) atance, or 510(k) de novo clearance. In anothegram, we have also initiated pilot
experiments intended to identify markers with hidjhical specificity that may complement OVAL. Tleesxperiments are early stage and may
take different directions depending on the resiilts.have yet to establish a regulatory pathwayHisrpotential product (“OVA2™").

Current and former academic and research institsitibat we have or have had collaborations withuglethe Johns Hopkins University
School of Medicine (“JHU”); the University of Tex#d4.D. Anderson Cancer Center (“M.D. Anderson”); Usisity College London (“UCL");
the University of Texas Medical Branch
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(“UTMB"); the Katholieke Universiteit Leuven; Cliniof Gynecology and Clinic of Oncology, RigshoslgtaCopenhagen University Hospital
(“Rigshospitalet”); the Ohio State University ResstaFoundation (“*OSU”); Stanford University (“Standl”); and the University of Kentucky
(“UK™).

We have a strategic alliance agreement (the “Sfi@tslliance Agreement”) with Quest Diagnosticsdevelop and commercialize up to
three diagnostic tests from our product pipelite (tStrategic Alliance”). Quest Diagnostics hasédelusive right to commercialize OVA1
until September 2014, with an option to extend sexatiusive period in its sole discretion for oneliidnal year. To date, Quest Diagnostics
has selected two diagnostic tests to commercial2SCLIR and OVAL. On April 2, 2011, we further anted the Strategic Alliance
Agreement with Quest Diagnostics and Quest Diagewobtdia. Pursuant to Amendment No. 5, Quest Diatios India will have the exclusive
right to commercialize OVA1 in India for a certgiariod of time, as specified in the Strategic Altia Agreement, as amended. The
Amendment also establishes amounts due to Vermitiated to the performance of OVA1 in India.

We were originally incorporated in California ond2enber 9, 1993, under the name Abiotic Systembldrch 1995, we changed our
corporate name to Ciphergen Biosystems, Inc. amdiaiyp 2000, we reincorporated in Delaware. We hadtial public offering in Septembe
2000. On November 13, 2006, we sold assets anifitieof our protein research tools and collatioveservices business (the “Instrument
Business Sale”), to Bio-Rad Laboratories, Inc. ¢“‘Blad”), in order to concentrate our resourcesexelbping clinical protein biomarker
diagnostic products and services. On August 217 2@@ changed our corporate name to Vermillion, @ March 30, 2009, we filed a
voluntary petition for relief under Chapter 11 dofl@ 11 of the United States Code (the “Bankrupgimyde”) in the United States Bankruptcy
Court for the District of Delaware (the “Bankrupt©purt”). Subsequently, on January 22, 2010, thdicoation order issued by the
Bankruptcy Court approving our Second Amended BfdReorganization under Chapter 11 dated Janu&29B) became final and all
conditions precedent to January 22, 2010 werefigatior waived. Accordingly, we emerged from banikay protection under Chapter 11 on
January 22, 2010. Our Bankruptcy case was forntédlged on January 19, 2012.

OVAL was launched on March 9, 2010 by Quest Diaticmsinder the terms of the Strategic Alliance Agnent. On March 11, 2010, t
Medicare contractor Highmark Medicare Services anged that it would cover OVAL in its reimbursemprdgram. On September 20, 2010,
we announced that OVA1 was CE marked, a requirefoembarketing the test in the European Union. Ok satisfied all certification
requirements to complete its declaration of conftyrm

On August 1, 2011, we entered into an Exclusiverbigtion Agreement (the “Pronto Agreement” wittoRto Diagnostics Ltd. (“Pronto
Diagnostics”). Pursuant to the Pronto Agreemerdanfr Diagnostics will have the exclusive right tstdbute OVAL in Israel and areas under
Palestinian control for a certain period of timespscified in the Pronto Agreement, provided tiranBb Diagnostics will sell certain minimum
guantities of OVAL to maintain the exclusive distrion rights. The Pronto Agreement also estaldishe amounts that Pronto Diagnostics
will pay to us with respect of OVAL. This suppooisr goal of expanding OVAL into international maske

On November 8, 2011, we entered into an asset psecagreement with Correlogic Systems, Inc. (“Gogie”), pursuant to which and
subject to the satisfaction of certain conditioms,agreed to pay to Correlogic $435,000 and puecfrasn Correlogic substantially all of its
assets, including certain documents, diagnostigtssrand intellectual property owned by Correldagiconnection with Correlogic’s ovarian
cancer diagnostics business, including a diagntesicunder the name “OvaCheck2™” for the deteatioovarian cancer (the “Acquisition”).
Correlogic was in Chapter 11 proceedings in thaddhStates Bankruptcy Court for the District of Mland (the “Court”) at the time the asset
purchase agreement was entered into and the Atiqnisias subject to Court approval. On Decemb@021, the Court entered an order
approving the Acquisition and on December 19, 20 completed the Acquisition. We plan to use ter€logic assets purchased from the
Acquisition to advance the goals of our ovarianceariranchise, including the development of OVA2.

4



Table of Contents

The Diagnostic Market

The economics of healthcare demand improved altwtaff resources which can be derived through disgaevention, early detection of
disease leading to early intervention, and diagodstls that can triage patients to more approptiderapy and intervention. According to the
May 2009 In Vitro Diagnostics Market Analysis 202024 report, the worldwide market for in vitro dmagtics (“IVDs”) in 2008 was
approximately $40.0 billion. Visiongain, an indegent business information provider, predicts thatrharket will generate nearly $60.0
billion in 2014.

We have chosen to concentrate primarily in thesaod@ncology, cardiology and womertiealth. Demographic trends suggest that, ¢
population ages, the burden from these diseasémuaritase and the demand for quality diagnostiegpostic and predictive tests will incree
In addition, these areas generally lack qualitygddstic tests and, therefore, we believe patietdasnes can be significantly improved by the
development of novel diagnostic tests.

Our focus on translational proteomics enables agltivess the market for novel diagnostic testsdinatitaneously measure multiple
protein biomarkers. A protein biomarker is a pnotei protein variant that is present at greatdesser concentrations in a disease state vel
normal condition. Conventional protein tests measusingle protein biomarker whereas most disesgesomplex. We believe that efforts to
diagnose cancer and other complex diseases hdwe iiailarge part because the disease is heterogera the causative level (i.e., most
diseases can be traced to multiple potential egief) and at the human response level (i.e., emtividual afflicted with a given disease can
respond to that ailment in a specific manner).

Consequently, measuring a single protein biomankean multiple protein biomarkers may be altered complex disease is unlikely to
provide meaningful information about the diseasgestWe believe that our approach of monitoring esvbining multiple protein biomarkers
using a variety of analytical techniques will allow to create diagnostic tests with sufficient gty and specificity about the disease state to
aid the physician considering treatment optiongfttients with complex diseases.

Ovarian Cancer

Background.Commonly known as the “silent killer”, ovarian candeads to approximately 15,000 deaths each yethei United States.
Approximately 20,000 new ovarian cancer cases iagndsed each year, with the majority of the pasiémthe late stages of the disease in
which the cancer has spread beyond the ovary. timfately, ovarian cancer patients in the late Staj¢he disease have a poor prognosis,
which leads to the high mortality rates. Accordinghe American Cancer Society, when ovarian caiscgiagnosed at its earliest stage, the
patient has a 5-year survival rate of 93%. Ovacmcer patients have up to a 90% cure rate follgwimgery and/or chemotherapy if detected
in stage 1. However, only 19% of ovarian canceiepés are diagnosed before the tumor has spreaiieuhe ovary. For ovarian cancer
patients diagnosed in the late-stages of the disélas 5-year survival rate falls to as low as 18%.

While the diagnosis of ovarian cancer in its eatlitages greatly increases the likelihood of sahfrom the disease, another factor that
predicts survival from ovarian cancer is the sgemgd training of the surgeon who operates on trarian cancer patient. Numerous studies
have demonstrated that treatment of malignant amadtimors by specialists such as gynecologic ogeioor at specialist medical centers
improves outcomes for women with these tumors. iBladdl guidelines from the Society of Gynecologic@agists (the “SGO”) and the
ACOG recommend referral of women with malignantreawatumors to specialists. Unfortunately, todaylyabout one third of women with
these types of tumors are operated on by spesialispart because of inadequate tests and proeethet can identify such malignancies with
high sensitivity. Accordingly, an unmet clinicaletkis a diagnostic test that can provide adequatdigiive value to stratify patients with a
pelvic mass into those with a high risk of invasbx@rian cancer versus those with a low risk ofriaracancer, which is essential for improv
overall survival in patients with ovarian cancer.

Although adnexal masses are relatively common,gnatit tumors are less so. Screening studies hdieated that the prevalence of
adnexal masses in postmenopausal women can bghea$b percent. Adnexal
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masses are thought to be even more common in pograasal women, but there are more non-persistepsigogic ovarian masses in this
demographic. In the Prostate, Lung, Colorectal@adrian Cancer study (American Journal of Obstetitd Gynecology (2005) 193, 163)-
28,519 post-menopausal women were screened folaovasalignancy and 4.7% received an abnormal witnad. Using the US census of

53 million women over the age of 50, this suggtdstse are >2.4 million adnexal masses in this segalene. Although many of these do not
present to the physician or are not concerning gindo warrant surgery, those that do require eviador the likelihood of malignancy could
potentially benefit from the use of OVA1.

The ACOG and the SGO have issued guidelines togtglpicians evaluate adnexal masses for malignaimse guidelines take into
account menopausal status, CA125 levels, and miyandd imaging findings. However, these guidelinage notable shortcomings because of
their reliance on tools with certain weaknessesstviotably, the CA125 blood test, which is cleasgdhe FDA only for monitoring for
recurrence of ovarian cancer, is negative in UpO8b of early stage ovarian cancer cases. More®@4&t25 can be elevated in numerous
conditions and diseases other than ovarian caimotuding benign ovarian masses and endometridbisse shortcomings limit the CA125
blood test’s utility in distinguishing benign fromalignant ovarian tumors or for use in detectioeafy stage ovarian cancer. Transvaginal
ultrasound is another diagnostic modality used wihents with ovarian masses. Attempts at defisipecific morphological criteria that can
aid in a benign versus malignant diagnosis havéddlde morphology index and the risk of malignamgex, with reports of 400% predictivi
value. However, ultrasound interpretation can lrgatée and dependent on the experience of the tigesccordingly, the ACOG and SGO
guidelines perform only modestly in identifying lyastage ovarian cancer and malignancy in pre-mauasg women. Efforts to improve
detection of cancer by lowering the cutoff for CAl@&he “Modified ACOG/SGO Guidelines”) provide ordymodest benefit, since CA125 is
absent in about 20% of epithelial ovarian canceesand is poorly detected in early stage ovaaacer.

Clinical Development To address this documented unmet clinical needpitiated an ovarian cancer biomarker discovengpam. In
August 2004, we, along with collaborators at JH@LLand M.D. Anderson, reported inCancer Researchaper the discovery of three
biomarkers that, when combined with CA125, provitggher diagnostic accuracy for early stage ovacemcer than other biomarkers,
including CA125 alone. The three biomarkers thatregorted in the August 20@ancer Researchaper formed the basis of an expanded
panel of biomarkers that together have demonstrigkdtratification value in a series of studiegalving over 2,500 clinical samples from
more than five clinical sites. Data presented atline 2006 Annual Meeting of the American Socaé#linical Oncology demonstrated the
portability of this biomarker panel among differetihical groups, indicating its potential validicross various testing populations. Data
presented at the March 2007 Annual Meeting of tB®Slescribed results from a cohort study. We wble @ demonstrate in 525
consecutively sampled women, a significant incréiaske positive predictive value using its bione&rkanel over the baseline level. This
translates into the potential to enrich the conediain of ovarian cancer cases referred to the gglpgic oncologist by more than twofold.

OVAL1™ OQOvarian Tumor Triage Testln January, 2007, we commenced our multi-centesgotive clinical trial to demonstrate the
clinical performance and utility of OVA1, which wdsveloped based on the studies described aboeecliffical study population came from
institutions with primary care physicians, gynegists (“non-GO”), and/or gynecologic oncologist&Q”). The clinical study subject
enroliment centers were representative of instihgiwhere ovarian tumor subjects potentially undergynecologic examination. The
specimens were collected at 27 demographically anskees that included large and small medical gsr(taniversities/community hospitals),
clinics that specialize in women'’s health, smalhggology/obstetrics groups, gynecology/oncologyticas, and HMO groups. The
performance of OVAL was determined based on 51kialike subjects who underwent surgery to removecamiented ovarian tumor and for
whom a pathology result was available. Physiciaesevasked, based on the information they had, wihidhded physical, radiologic, and
laboratory results, whether they believed the patied cancer (“Clinical Assessment”). Physiciamsewnot provided with OVAL score in
making this determination. After surgery, the speai was examined by a surgical pathologist peimewtinical practice. The ability of
physicians to predict malignancy without OVA1 wasnpared to the ability of physicians or OVA1 (“Dusdsessment”) to predict

6
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malignancy. With Dual Assessment, which includedX2y80.0% of cancers missed by clinician impressitume were detected. Dual
Assessment, which included OVA1L, had greater sgitgiand negative predictive value than Clinicas®ssment alone and the metrics of
clinical performance were 91.7% and 93.2%, respelsti We obtained FDA clearance of OVA1 on Septemilie 2009. OVAL1 is the first
FDA-cleared test to be used in the pre-surgicaluatmn of ovarian adnexal masses.

Results from the clinical trial were presentechat 2010 Annual Meeting of the SGO. A presentatipiRbchel Ware Miller, M.D.,
Associate Professor of Gynecologic Oncology at.theversity of Kentucky's Markey Cancer Center, dewsivated that the ACOG/SGO
guidelines detected only 77% of ovarian malignameied that the Modified ACOG/SGO Guidelines impbdetection to only 80%.
Moreover, detection of early stage ovarian canas anly 47%. A second presentation by Fred UelshD,, Associate Professor of
Gynecologic Oncology, demonstrated that among naregplogic oncologists, OVA1, in conjunction witlinical impression, improved
detection of malignancy to 92% from 72% using datiimpression alone among patients evaluated hygyoecologic oncologists. Among
these patients, detection of stage | ovarian camasr79%.

Additional results from the clinical trial were pented at the 2010 International Gynecologic Ca8ocerety (IGCS) meeting. This
presentation reported that OVA1 had overall sersijtfor ovarian cancer of 92.5%, as compared t®@&8for CA125 using cutoffs established
in the ACOG criteria for adnexal mass evaluatiod @R.0% for CA125 using cutoffs in the modified AGQriteria. Additionally, data were
presented demonstrating the high sensitivity of Q\ér epithelial ovarian cancers; OVA1 detected®8=pithelial ovarian cancer cases for a
sensitivity of 99.0%, including 40/41 stage | atape |l epithelial ovarian cancers, for an ovesahsitivity of 97.6% for early stage epithelial
ovarian cancers, as compared to 65.9% for CA12igubkie ACOG cutoffs. The improvement in sensitivilgs even greater among
premenopausal women; for OVAL, sensitivity for gatiage epithelial ovarian cancer was 92.9% an€#it25, sensitivity was 35.7%.
Overall, OVA1 detected 76% of malignancies missg€B125, including all advanced stage malignand®¢A1 is not indicated for use as a
screening or stand-alone diagnostic assay.

Health economic analysis indicates that anticipattefits of OVAL include i) more appropriate ref¢s of women with high risk of
malignancy to a gynecologic oncologist and fewéemals of women at low risk of malignancy; ii) fewsecond surgeries as a result of an
initial surgery by a generalist on a woman withaignant tumor; iii) reduced need for a backup sory(i.e. specialist) during a surgery by a
generalist; iv) more appropriate and efficient agistration of intraperitoneal chemotherapy; v) lengurvival, associated with better quality of
life.

Peripheral Arterial Disease

Peripheral arterial disease (“PAD”") representsratsderosis of the lower extremities and is gemgraflective of systemic
atherosclerotic disease and is therefore a rigofdor adverse cardiac events such as myocamfidtion and stroke. This disease affects
between 8-12 million Americans, and the numbereafde diagnosed with PAD is expected to increasewwently with the rising number of
people diagnosed with diabetes. The American Hessbciation and the American College of Cardiolbgye identified three demographic:
risk for PAD: smokers 50 years of age or olderbdtiics 50 years of age or older; and the elderlyegfs of age or older. Collectively, this
represents tens of millions of Americans.

PAD is most commonly diagnosed using the ankletiedindex (“ABI”), which is performed using a hameld Doppler. Blood pressures
are measured in the arm and at the ankles anatiog@ankle/arm) is calculated. Non-affected indivals should have a ratio of 0.9 or greater,
while individuals with a ratio of less than 0.9 aefined as having PAD. Although the ABI has goedsstivity and specificity for PAD, its
implementation into routine clinical practice haseh hampered by poor physician adoption, genebeltpause of the need to utilize special
equipment by a specially trained technician anchied to have the patient lie supine in an examoinabom for 10 to 30 minutes prior to the
administration of this test. Additionally, studies
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have shown that the ABI is often performed incaityed herefore, a blood test that can be more malyiimplemented would be beneficial in
identifying people at increased risk for PAD.

In collaboration with John P. Cooke, M.D., Ph.DRrafessor and Associate Director of the Stanfaai®vascular Institute at Stanford
University School of Medicine, we have performedhban initial discovery study and a first validatistudy that has resulted in the
identification of blood markers that could assisthie diagnosis of PAD. These findings form theésata novel blood diagnostic test for PAD.

The results of these studies, including the pubboaof two blood markers for PAD, were publishedhe August 2007 on-line issue of the
peer-reviewed journal Circulation, which is pubéishby the American Heart Association (the “AHAdEpendent validation of these initial
findings was subsequently published in the peeieread journal Vascular Medicine in 2008. This stuahich encompassed 540 individuals,
confirmed the elevation of the two biomarkers ibjeats with PAD. Moreover, the study showed thpaael of markers improved the
identification of subjects with PAD and was compétary to available data, including the AHA rislose In this study, subjects with a
moderate AHA risk score but elevated PAD biomadaare had almost a 7 times increased likelihodtaefng PAD than if they had a normal
PAD biomarker score.

Commercialization

We expect to commercialize and sell diagnosticstéshich may consist of reagents and/or proprietaffware) in one or both of two
phases. One phase, referred to as the laborateejoged test (“LDT”) phase, will involve the salbaertain reagents (which may be in the
form of proprietary software) to certain customewsspled with the grant to such customer of a sehke to utilize the reagent in a laboratory-
developed test using the methodology covered byelesant license(s) obtained from our collabomtén LDT would comprise multiple
reagents (such as assay test kits, software, er cdghgents), some of which would be supplied hyaod would be utilized by clinical
laboratories to develop and perform “home brewdlalbory tests in laboratories federally regulatadar the Clinical Laboratory Improvement
Amendments of 1988 (“CLIA"). In the other phaseereed to as the IVD phase, we plan to sell FDAagdel devices (which may comprise
multiple reagents such as assay test kits, soffwargther reagents).

Under the terms of the Amended Strategic Alliangee&ment, Quest Diagnostics has the right to comialeze up to three diagnostic
tests from our product pipeline. To date, Quesgbastics has selected two tests, VASCLIR and OVAlrsuant to the Amended Strategic
Alliance Agreement, Quest Diagnostics will have tlo&-exclusive right to commercialize each of &g other than OVAL on a worldwide
basis, with exclusive commercialization rights aclke exclusive territory, as this term is definethe Amended Strategic Alliance Agreement,
beginning on the date each test is first commerediand ending on the third anniversary of the daat such test is cleared or approved by
FDA. Quest has exclusive commercialization rightsdmmercialize OVAL1 in each exclusive territoryotingh September 2014 and the right to
extend the exclusivity period for one additionahyelrhese exclusive territories consist of the ébhibtates, India, Mexico, and the United
Kingdom. Quest Diagnostics has the non-exclusigiettio commercialize OVA1 on a worldwide basis @éof these exclusive territories.

Customers

In the United States, the IVD market can be segetkimto three major groups: clinical reference tabaries, the largest of which are
Quest Diagnostics and Laboratory Corporation of Aoz hospital laboratories; and physician offidegially, substantially all of our revenue
in the United States will be generated throughicdinreference laboratories, and Quest Diagnostitde the major customer. We will attempt
to penetrate hospital laboratories and physicificesf, when appropriate. Outside the United Stdédmratories may become customers, either
directly with us or via distribution relationshipstablished between us and authorized distributors.
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Research and Development

Our research and development efforts center odigo®very and validation of biomarkers and comliares of biomarkers that can be
developed into diagnostic assays. We do this prauamtly through collaborations we have establisivétl academic institutions such as JHU,
Rigshospitalet, and Stanford as well as throughrachresearch organizations (“CRQO’s”) such as iBi@eMed and the Colorado Prevention
Center.

Scientific Background

Genes are the hereditary coding system of liviggnisms. Genes encode proteins that are respofitdellular functions. The study of
genes and their functions has led to the discoskEnew targets for drug development. Industry sesirestimate that, within the human genc
there are approximately 30,000 genes. Althouglptireary structure of a protein is determined byeagy the active structure of a protein is
frequently altered by interactions with additiogahes or proteins. These subsequent modificatesdtrin hundreds of thousands of different
proteins. In addition, proteins may interact witieanother to form complex structures that arenaltiely responsible for cellular functions.

Genomics allows researchers to establish the oektip between gene activity and disease. Howevany diseases are manifested n
the genetic level, but at the protein level. Thmptete structure of modified proteins cannot bedeined by reference to the encoding gene
alone. Thus, while genomics provides some inforomesibout diseases, it does not provide a full wstdading of disease processes. We are
focused on converting recent advances in proteoimiolinically useful diagnostic tests.

Relationship Between Proteins and Diseases

The entire genetic content of any organism, knosviisagenome, is encoded in strands of deoxyribleiwacid (“DNA”). Cells perform
their normal biological functions through the génétstructions encoded in their DNA, which resuitghe production of proteins. The process
of producing proteins from DNA is known as generesgion or protein expression. Differences in ivarganisms result from variability in
their genomes, which can affect the types of gempsessed and the levels of gene expression. Edlobf @n organism expresses only
approximately 10% to 20% of the genome. The typeetifdetermines which genes are expressed arahtioeint of a particular protein
produced. For example, liver cells produce diffegmoteins from those produced by cells found mftlkeart, lungs, skin, etc. Proteins play a
crucial role in virtually all biological processeascluding transportation and storage of energynime protection, generation and transmission
of nerve impulses and control of growth. Diseasayg be caused by a mutation of a gene that altprstain directly or indirectly, or alters the
level of protein expression. These alterationsrinte the normal balance of proteins and createadis symptoms. A protein biomarker is a
protein or protein variant that is present in aaggeor lesser amount in a disease state versosrahcondition. By studying changes in protein
biomarkers, researchers may identify diseases farithre appearance of physical symptoms. Histdyicedsearchers discovered protein
biomarkers as a byproduct of basic biological dise@search, which resulted in the validation lsgaechers of approximately 200 protein
biomarkers that are being used in commerciallylakbe clinical diagnostic products.

Limitations of Existing Diagnostic Approaches

The IVD industry manufactures and distributes prtglthat are used to detect thousands of individomdponents present in human
derived specimens. However, the vast majority e§éhassays are used specifically to identify sipgiein biomarkers. The development of
new diagnostic products has been limited by thepterity of disease states, which may be causethanacterized by several or many proteins
or post-translationally modified protein variariBagnostic assays that are limited to the deteafom single protein often have limitations in
clinical specificity (true negatives) and senstiivitrue positives) due to the complex nature ohyndiseases and the inherent biological
diversity among populations of people. Diagnostmdoicts that are limited to the detection of a lEmotein may lack the ability to detect
more complex diseases, and thus produce resuttarnanacceptable for practical use. The heterityeof disease and of the human response
to disease often underlies the shortcoming of sibgdmarkers to diagnose and predict many diseasesately.
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Our Solution

Our studies, particularly in ovarian cancer, haweig us a better understanding of both the dispag®physiology and the host respol
By using multiple biomarkers, we are able to bettearacterize the disease and host response heteibg In addition, by examining specific
biomarkers with greater resolution, for examplestgoanslational modifications, we believe we caipiove the specificity of our diagnostic
biomarkers because these modifications reflect thatpathophysiology and host response. This ismaptished using novel protein analysis
tools coupled with multivariate statistical ana$ysoftware to identify combinations of specific iiarkers leading to commercialization of
disease-specific assays.

We are applying translational proteomics reseatelielopment tools, and methods to analyze biolbgifermation in an attempt to
discover associations between proteins, proteimants, protein-protein interaction and diseasesiménd to develop new diagnostic tests
based on known and newly identified protein markeiselp physicians predict an individual’'s predisition for a disease in order to better
characterize, monitor progression of and select@pfate therapies for such disease. Our goal det@lop novel diagnostic tests that address
unmet medical needs, particularly in stratifyingigats according to the risk of developing a diseasiving a disease or failing a specific
therapy for a disease.

Addressing the Heterogeneity of Disease

Our strategy is to create a diagnostics paradigrishbased on risk stratification, multiple-biokertesting and information integration.
This strategy is based on the belief that any §ipatisease is heterogeneous and, therefore, gelyina single disease biomarker to provide a
simple “yes-no” answer is likely to fail. We belethat efforts to diagnose cancer and other congileases have failed in large part because
the disease is heterogeneous at the causative tegahing that most diseases can be traced topteuttdtential etiologies, and at the human
response level, meaning that each individual aéftionvith a given disease can respond to that atlinean specific manner. Consequently,
diagnosis, disease monitoring and treatment detssian be challenging. This heterogeneity of desaasl difference in human response to
disease and/or treatment underlies the shortconoihgisigle biomarkers to predict and identify maliseases. A better understanding of
heterogeneity of disease and human response isssgdor improved diagnosis and treatment of ndisgases.

Validation of Biomarkers Through Proper Study Desig

Analysis of peer-reviewed publications reveals atdaily reports of novel biomarkers or biomarkembinations associated with
specific diseases. Few of these are used clinicAfiywith drug discovery, preliminary research tesfail to canvass sufficient variation in
study populations or laboratory practices and gfoee, the vast majority of candidate biomarkeistéabe substantiated in subsequent studies.
Recognizing that validation is the point at whichgnhbiomarkers fail, our strategy is to reducedttgtion rate between discovery and clinical
implementation by building validation into the disery process. Biomarkers fail to validate for anfwer of reasons, which can be broadly
classified into pre-analytical and analytical fastd®re-analytical factors include study design tleees not mimic actual clinical practice,
inclusion of the wrong types of control individualsd demographic bias (usually seen in studieshiclwsamples are collected from a single
institution). Analytical factors include poor coaltiover laboratory protocols, inadequate randorionadf study samples and instrumentation
biases (for example, higher signal early in theeexpental run compared to later in the experimenma). Finally, the manner in which the data
are analyzed can have a profound impact on thehibty of the statistical conclusions.

When designing clinical studies, we begin with ¢lipical question, since this drives the downstredimical utility of the biomarkers.
With the starting point of building validation intbe discovery process, we design our studiesclodie the appropriate cases and control
groups. We further incorporate an initial validatmomponent even within the discovery componentpllee an emphasis on multi-
institutional studies,
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inclusion of clinically relevant controls, usingalified and trained operators to run assays andatalata. For example, in an August 2004
cancer research paper, which describes the firsé thiomarkers in the ovarian cancer panel, there wore than 600 specimen samples taken
from five hospitals that were analyzed. In the depment of OVA1, we analyzed more than 2,500 samfitam five additional medical cente
prior to initiating the prospective ovarian cliniciudy for submission to the FDA. Additionally date, we have examined over 600 samples in
our PAD program. In analyzing the complex prote@ata, we take a skeptical view of statisticalhodblogies, choosing to use a variety of
approaches and looking for concordance betweeroappes, taking the view that biomarkers deemedfigignt by multiple statistical
algorithms are more likely to reflect biologicalnmbtions than mathematical artifacts.

Through biomarker discovery efforts conducted prehantly from 2000 through 2007, we have amasggartolio of candidate
biomarkers identified in retrospective sample 38ts. research and development efforts are now gnfistused on validating these biomarkers
in prospective studies. During the period from 2€@dugh 2008, we conducted a mwénter prospective clinical trial to determine tfiaical
performance of OVAL, which was submitted to the F@AJune 19, 2008, and cleared by the FDA on Sdqedi, 2009. We have additional
markers for ovarian cancer that we plan to evalaatkvalidate. Additionally, we recently completegrospective intended use study for PAD.
These activities are outlined below.

R&D-sponsored initiatives to support market deveategnt to support OVAL

We have two ongoing R&D-sponsored initiatives tpmart OVAL1 market development and adoption as graved standard of care in
the pre-surgical triage and evaluation of adnexadsas. The first is a major new clinical study ®2Q, focused on its performance in the
predominantly pre-menopausal non-Gynecologic Orgistgatient population. This will follow up on aedtend the landmark studies of
Ueland and Miller with a completely new patient othin an independent, multi-center patient popoita We expect this study to be
submitted later in 2012 for publication.

The second is a series of Vermillion-assisted, piedelent clinical research studies of OVAL. Throtlgenew program, Vermillion offel
limited support for well-qualified Principal Invégators in the form of materials, testing serviaay] scientific consulting. As a result, we are
currently in discussion with a number of potenitalestigators, to support new research publicatmm®©VAL’s clinical utility, cost-
effectiveness, and potential line extensions.

New ovarian cancer indicationsWhile our focus on supporting the commercializatdd®©VAL is our primary priority, we also may
extend our ovarian cancer franchise beyond OVAabkad by three key initiatives. First, we have seegch and license agreement with JH
evaluate markers that provide improved specificitthe detection of ovarian cancer. Candidate nrar&iee currently being assessed in small,
pilot sample sets. Markers demonstrating high $igégimay then be assessed in larger, clinicalgassets. Pilot results of these studies were
reported in early 2011 at the Society of Gynecad@ncologists. Second, our research and licengeagnt with Rigshospitalet (Copenhagen)
generated data showing that a certain combinafiomagkers can separate ovarian cancer patientshioge with good prognosis from those
with poor prognosis. These results were publishe2Dil0 and we filed a patent application. Thir@, @lcquisition of Correlogic assets in 2011
brings with it highly curated clinical samples,éaii¢ctual property and promising biomarker leadgede have the potential to further amplify
our OVA?2 efforts in the future.

Prospective intended-use clinical study for PeriphkArterial Disease (PAD) In 2011, we completed an intended-use study talatdi
a multi-marker algorithm for the assessment ofvirtllials at risk for PAD. This algorithm will be spically directed at a primary care
population in which VASCLIR is expected to be used.

The intended use study was a prospective, doubiddd multi-center study of approximately 1,000jsuts who met specific inclusion
criteria for being at increased risk of having PAfR:luding smokers and diabetics age 50 or abodestterly age 70 or above. On October 3,
2011, we announced positive top-line
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results from the intended use study of VASCLIR. Goels of the study were to validate the markessidieed in earlier publications
( Circulation, 2007 andvascular Medicing 2008) and to develop and validate a biomarkeelpapplicable to the intended use population.

Key results of the study include the following:

» The individual biomarkers beta-2 microglobulin (BpMystatin C, and hsCRP (high sensitivity c-reacfrotein), each had
statistically significant different levels betweBAD subjects and n-PAD subjects (p<.001

» Asin the previous study described in the earligsligations, these biomarkers showed statisticafinificant correlation to th
ankle-brachial index or ABI, (p<.001

» Alogistic regression model was able to identifyrmthan 80% of PAD patients among those deeme-risk by the convention:
Framingham Risk Score for estimating cardiovasatilsease probability

The work has been submitted for presentation atagnized national vascular medicine conferenag jawaiting a decision. A
manuscript will also be submitted to a leading uéactmedicine journal in the first half of 2012.i¥presentation and manuscript will support
our future discussions with the FDA regarding thprapriate submission pathway, which may be PMA)(E)L.clearance, or 510(k) de novo
clearance. Quest Diagnostics has accepted the B#tas a development program under the terms &ritended Strategic Alliance
Agreement.

Our research and development expenses were $5088dn@ $3,848,000 for the years ended Decemb&(031, and 2010, respectively.

Commercial Operations

We have a commercial infrastructure, including saled marketing and reimbursement expertise. Qe sapresentatives work with
colleagues at Quest Diagnostics to identify opputies for communicating the benefits of OVAL tangeal gynecologists and gynecologic
oncologists alike. Our success will also dependumability to penetrate markets outside of thetebhiStates. OVAL is CE marked, a
requirement for marketing the test in the Europgaion. OVAL has satisfied all certification requirents to complete its declaration of
conformity.

At the end of 2011, approximately 15,225 OVAL téwtd been performed in the calendar year, an isereb147% over 2010.
Additionally, over 275 gynecologic oncologists atgportive or advocating the use of OVAL for thage of women with adnexal masses.
broad number of specialists supporting the testaids an understanding of the unmet clinical reeedtithe ability of OVAL to serve a
significant market to assist physicians to triagemen who need a specialist for surgery from those gan be treated by the primary physic
As of December 2011, 3,700 doctors had ordered Q\dAlncrease of 153% over December 2010. This#ates a market penetration of 11%
of the available gynecologists in the US.

We continue to develop the market through expedadnkerritory Development Managers and have expatiagdscope of responsibilit
As market awareness continues to build, these neasage focused on efforts that will have a posithapact on regional payers and create
positive coverage decisions. They are working \Wdtfal key opinion leaders and meeting with meddtedctors to discuss the unmet clinical
need, our technology assessment package and imgeagperience and cases studies showing the y@sititcomes utilizing OVAL.

There are still obstacles to overcome and significailestones to attain to ensure ongoing sucéess, although the test volume and the
number of doctors continue to increase, the aveggigecologist will only see about 2 to 4 approgripatients per month and additional effort
will be required to establish a consistent
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ordering pattern. Second, insurance coverage aiwhpadills are a concern to the physician anddiarupt the ordering pattern of a generalist
who is supportive of OVAL. These obstacles aredanidressed in a cross functional approach todeghublishing additional clinical studies,
working towards OVAL inclusion in professional gelides in a reasonable time frame, adding positoxerage decisions on a regional and
national basis, and improving coding and claimsulgh obtaining a Category | CPT code.

In January 2012, we announced a restructuringtplatreamline our organization and reduce our eaglenditures compared to 2011.
This plan included eliminating the positions of €hFinancial Officer and Vice President of Corper8trategy as well as a reduction in our
Territory Development and sales management perédieeintend to reduce cash-based operating expens2012; extending our cash
runway while focusing our efforts on the continweadnmercialization of OVA1 and advancing our prodpigeline.

Reimbursement

In the United States, revenue for diagnostic testses from several sources, including thpedty payers such as insurance companie
government healthcare programs, such as Medicaradicaid. On March 12, 2010, we announced thghhtiark Medicare Services, the
Medicare contractor that has jurisdiction overmigisubmitted by Quest Diagnostics for OVA1L, willeo OVAL. This local coverage
determination from Highmark Medicare Services esaky provides national coverage for patients déiecbin Medicare as well as Medicare
Advantage health plans. We have worked togethdr @itest Diagnostics to obtain coverage and reinginuesit from private payers across the
country. As of January 1, 2012, twenty-five indegiemt BlueCross BlueShield plans, representing rii@e 41 million lives, provide coverage
for OVAL. In total, including Medicare and otheivate payers, approximately 88 million patientsdaecess and coverage for OVAL. The
Company and Quest Diagnostics are pursuing covdrageadditional payers.

On March 6, 2012, the American Medical AssociaidMA) Current Procedural Terminology (CPT ) Paneted to approve an
application for a Category | CPT code for OVAL. TREA recently disclosed the new code on its websitich will become effective
January 1, 2013. The new CPT code is a positiyefstevard in advancing the commercialization of OMA&s we believe it will help
streamline claims processing and accelerate fudhegrage and adoption by private payers.

New and innovative diagnostic tests often face beireement challenges that can affect adoptionthifee key focus areas are coding,
claims, and coverage or payor adoption. In conjonarith Quest Diagnostics, we are consistentlyrasising these three areas.

Coding-

« OVALlis anew class of diagnostics and thereforgpexific code existed upon our launch. This isrothe case with new
diagnostic tests and companies will bill using agrllaneous code, which is the path we and Quesgjridstics have implemented.
Now, after establishing OVAL in the market, cregtitemand, demonstrating the utility of the testawiing coverage an
reimbursement, we took the additional step ofdilfar a CPT code specific for OVAL in 201

» Achieving a unique Category | Code is a criticalpsin a compar’s commercialization proces

* Now that our CPT code has been approved, the pgagscontinue forward to establish the approgrisgimbursement rate for t
unique code

Claims Process

* In the early launch of a product that does not hissvewn CPT code, claims can be rejected duectodd medical necessity, lack of
payer understanding, or even billing process erosaddress these items, our Territory DeveloprMariagers are engaging with
physicians’ offices to assist in the appeals proeesl are using these claims to educate payersraate awareness about the
medical necessity of our te
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Payer Coverage

* We continue to focus ~going efforts toward obtaining national coverageisiens. However, these typically have a much lo
lead time due to industry established processesimedirames. In most cases, these entail clirdodl technical reviews that are
performed on an annual bas

* We have assembled a Technology Assessment Padiatgeill provide a nucleus of materials tailorecetich National Plai

* We have launched a program to aid local key opiteaders to work with health plans to support cagerfor OVAL. These
strategic actions are necessary steps to conwse thlans representing numerous regional payerianeddopters

Competition

The diagnostics industry in which we operate is petitive and evolving. There is intense competitomong healthcare, biotechnology
and diagnostics companies attempting to discovedidates for potential new diagnostic products.SEh@ompanies may:

» develop new diagnostic products in advance of umuorcollaborators
» develop diagnostic products that are more effeaiveos-effective than those developed by us or our coliatoos;
« obtain regulatory clearance or approval of theagdiostic products more rapidly than us or our baltators; ol

» obtain patent protection or other intellectual gndyp rights that would limit the ability to develemd commercialize, or
customer’ ability to use our or our collaborat’ diagnostic product:

We compete with companies in the United Statesadmdad that are engaged in the development and eactatization of novel
biomarkers that may form the basis of novel diagndssts. These companies may develop productathaompetitive with and/or perform
the same or similar to the products offered byrusup collaborators, such as biomarker specifigeats or diagnostic test kits. Also, clinical
laboratories may offer testing services that arapetitive with the products sold by us or our dodieators. For example, a clinical laboratory
can either use reagents purchased from manufastotieer than us or use its own internally develapegents to make diagnostic tests. If
clinical laboratories make tests in this mannersf@articular disease, they could offer testingises for that disease as an alternative to
products sold by us used to test for the same sksddne testing services offered by clinical labmias may be easier to develop and market
than test kits developed by us or our collabordb@ause the testing services are not subjecetsaime clinical validation requirements that
are applicable to FDA-cleared or approved diagndsst kits.

In September 2011, Fujirebio Diagnostics receivBd [Elearance for Risk of Ovarian Malignancy Algbrit. This test is made up of two
tumor markers (HE4 and CA125Il) and includes a jplyphvailable algorithm which takes into consideya menopausal status. The intended
use is the same as OVAL. In January 2012, theviesimade available by Laboratory Corporation of Aoze

The two tests have not been compared in a sidé@ycshort evaluation to date, so no direct perforoe comparisons can be made.
However, studies have shown OVAL offers signifigaatformance in the following key areas:

*  96% sensitivity across a broad range of Ovarianc€asubtypes
» 98% sensitivity for early stage epithelial ovar@mcer;
» 95% NPV adds reassurance that an ovarian masawidgative OVA1 score is benign; an
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» comprehensive 5 biomarker panel that detects tw@aeted proteins while also measuring the hopbrese to ovarian canc

The market has indicated that these factors atieadrio the proper triage of women with ovariansses.

Intellectual Property Protection

Our intellectual property includes a portfolio afieed, co-owned or licensed patents and patentcgtigins. As of December 31, 2011,
our patent portfolio included 52 issued United &agiatents, 93 pending United States patent afiplisaand numerous pending patent
applications and issued patents outside the USitatks. These patents and patent applicationdratet! to several areas of technology
important to our business, including our Surfacetidhced Laser Desorption/lonization (“SELDI”) teotogy, diagnostic applications, protein
biochips, instrumentation, software and biomark&re issued patents covering the SELDI and masgrepeetry technologies expire at
various times from 2012 to 2025. As part of therimment Business Sale, we entered into a crossdeagreement with Bio-Rad pursuant to
which we retained the right to commercially exptbibse proprietary rights, including SELDI techrgyoin the clinical diagnostics market. 1
clinical diagnostics market includes laboratoriegaged in the research and development and/or metoué of diagnostic tests using
biomarkers, commercial clinical laboratories, htapiand medical clinics that perform diagnostgigeWe have been granted exclusive rights
to commercialize the proprietary rights in the idal diagnostics market during a fiyear exclusivity period that ended on November203,1.
After the end of the five-year period, we now shexelusive rights with Bio-Rad. The Company and-Biad each have the right to engage in
negotiations with the other party for a licensamny improvements in the proprietary rights credtgdhe other party.

We own, license or hold options to license the migteelated to biomarkers developed using SELHretogy. As of December 31,
2011, we were maintaining and/or had license tdiagnostic patent application families. These idelapplications in the areas of cancer,
cardiovascular disease, infectious disease, negevdgative disease and women’s health. On MarcB(®19, we were issued patent number
7,510,842, “Biomarker for ovarian and endometreaaer: hepcidin”. On October 20, 2009, we weredduatent number 7,605,003, “Use of
biomarkers for detecting ovarian cancer”. On Juse?P10, we announced that the United States PatehTrademark Office (“"USPTQ”) has
issued a notice of allowance to us of a patentledtiBiomarkers for Alzheimer’s diseasédn January 11, 2011, we were issued patent nt
7,867,719 entitled “Beta-2 microglobulin as a biokea for peripheral artery disease”. The patenitrtdaare directed to beta-2 microglobulin
and biomarker combinations that include Beta-2 agltobulin for the diagnosis and management of perigl artery disease and to the
measurement of the biomarkers by a variety of nithimcluding mass spectrometry and immunoassayeébruary 2, 2011, we announced
that the USPTO had issued a notice of allowanaes tof a patent entitled “Biomarkers for breast earicOn May 17, 2011, we announced that
the USPTO has issued a notice of allowance toa fatent entitled “Panel of Biomarkers for Peegifth Artery Disease”. The patent covers
biomarker panels for the diagnosis of PeripheraéArDisease. The data supporting the patent waéghed in an article titled, “A biomarker
panel for peripheral arterial disease,” in Vasc M&@D8 Aug; 13(3):217 24. This work was done inrdamation with Dr. John Cooke at
Stanford University. Dr. Cooke is Professor andoksate Director of the Stanford Cardiovascularitogt at Stanford University School of
Medicine. On May 25, 2011, we announced that thPTU3 has issued a notice of allowance to us fotanp&ntitled “Saposin D and Fam3C
are Biomarkers for Alzheimer’s Disease.” The pat#aims cover the biomarkers saposin D and Fam38¢edsas combinations that include
these biomarkers. On August 1, 2011, we annourieddhe USPTO has issued a notice of allowance forua patent entitled “Biomarkers for
Peripheral Artery Disease.” The patent claims cdlverbiomarker alphalbeta glycoprotein and biomackenbinations that include alphalbeta
glycoprotein for the diagnosis of PAD. On Augus@l1, we announced that the USPTO has issuedee mdtallowance to us for a patent
entitled “Beta-2 microglobulin as a Biomarker faripheral Artery Disease.” The patent covers varipotential permutations of candidate
biomarkers and will therefore cover a broad ranggossibilities in our intended use study. On Seqtter 6, 2011, we announced that
theUSPTO has issued patent number 8,014,952 entlkerum Biomarkers in Lung Cancer” to the Compadg.November 3, 2011, we
announced the receipt of a notice of allowance ftoenUSPTO for our
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fifth patent covering a combination of biomarkerattcould be used in the diagnosis of PAD, a caihat raises the risk of heart attack and
stroke. The patent, entitled “Beta-2 MicroglobulB2M) and C Reactive Protein (CRP) as Biomarkerdgfripheral Artery Disease,” involves
a unigue combination of B2M and CRP, two proteire have been demonstrated in numerous studiesdsdociated with PAD.

On December 19, 2011, we completed the purchaselstantially all of the assets associated withotregian cancer diagnostics busir
of Correlogic for $435,000 in cash. The assetauhelmore than 1,800 prospectively collected diagmsamples from ovarian tumor studies,
three biomarker-related pending U.S. patents, petgyy software and other intellectual property.

On March 5, 2012 we announced the receipt of &eat allowance from the USPTO for “Platelet biokeas for cancer.” The patent
resulted from a collaboration with the late Dr. dladrolkman, a renowned cancer expert, and identifieee biomarkers that can be used to
assess changes in endogenous angiogenesis ireatséljgiogenesis is commonly associated with carecel novel therapeutics such as
bevacizumab (Avastifi ) target angiogenesis to limitor recruitment of blood vessels. The patentetharkers, which are associated with
platelets, can be used to measure ongoing angiogetivity. The patent covers the measurementeddibiomarkers over time and correlating
changes in expression with the changing level dbgenous angiogenic activity. Consequently, thisqzalso enables the use of these
biomarkers to monitor efficacy of therapy direcdngiogenic pathways.

Under the terms of an amended research collabaraticeement with the Johns Hopkins University SthbMedicine, we are required
to pay JHU $400,000 for 2012 and $100,000 for 2@8laboration costs under the JHU collaboratiomer®235,000 and $400,000 for the
years ended December 31, 2011 and 2010, respgctimedddition, under the terms of the amendedaresecollaboration agreement, we
required to pay the greater of 4% royalties onsaégs of diagnostic tests using the assigned ader@nnual minimum royalties of $52,500.
Other institutions and companies from which we hagtions to license intellectual property relatedtomarkers or are a co-inventor on
applications include UCL, M.D. Anderson, UK, OSUg¢@ill University (Canada), Eastern Virginia Medi&thool, Aaron Diamond AIDS
Research Center, UTMB, Goteborg University (Swedénjversity of Kuopio (Finland), The Katholieke Warsiteit Leuven (Belgium) and
Rigshospitalet.

In connection with the Instrument Business Saleswdicensed to Bio-Rad certain rights to the @&k DI technology for use outside of
the clinical diagnostics field. We retained exchesiights to the license rights for use in thedfief clinical diagnostics for a five-year period,
after which the license became co-exclusive infibld. The rights to the SELDI technology are gted through royalty-bearing sublicenses
from Molecular Analytical Systems, Inc. (“MAS"MAS holds an exclusive license to patents diretdetthe SELDI technology from the own
Baylor College of Medicine. MAS granted certainhtigyunder these patents to its wholly owned suasés, lllumeSys Pacific, Inc. and
Ciphergen Technologies, Inc. in 1997. We obtainethér rights under the patents in 2003 througlhiceses and assignments executed as
part of the settlement of a lawsuit between us, MIABniCyte and T. William Hutchens. Together, thblgcenses and assignments provide all
rights to develop, make and have made, use, sgibiit, market and otherwise exploit products amdises covered by the patents throughout
the world in all fields and applications, both coemial and non-commercial. The sublicenses caeyotiligation to pay MAS a royalty equal
to 2% of revenues recognized between February@i3,2and the earlier of (i) February 21, 2013,iiptife date on which the cumulative
payments to MAS have reached $10,000,000 (collelgtithe “Sublicenses”).Under our sublicense witb-Bad, Bio-Rad agreed to pay the
royalties directly to MAS under the license rights.

Manufacturing

We are the manufacturer of OVA1. Components of OW#clude reagents for each of the component assayell as the OvaCatc
software. Because we do not directly manufactueectimponent assays, we are

16



Table of Contents

required to maintain supply agreements with marufacs of each of the assays. As part of our Qu8ltstems, reagent lots for these assays
are tested to ensure they meet specificationsnedjor inclusion in OVAL. Only reagent lots det@med by us as having met these
specifications are permitted for use in OVAL.

Environmental Matters
Medical Waste

We have been subject to licensing and regulatiaieufederal, state and local laws relating to taediing and disposal of medical
specimens and hazardous waste as well as to thty said health of laboratory employees. We formepgrated laboratories located in each of
our former facilities in Fremont, California, thest lease for which expired on August 31, 2010. [@ooratories were operated in material
compliance with applicable federal and state lamé r@gulations relating to disposal of all laborgtepecimens. We utilized outside vendors
for disposal of specimens. We cannot eliminateigieof accidental contamination or discharge amgr@sultant injury from these materials.
Federal, state and local laws and regulations gotver use, manufacture, storage, handling and slidpd these materials. We could be subject
to damages in the event of an improper or unautbdrielease of, or exposure of individuals to, hdmas materials. In addition, claimants may
sue us for injury or contamination that resultsrfrour use, or the use by third parties, of thesernads, and our liability may exceed our total
assets. Compliance with environmental laws andlatigus is expensive, and current or future envitental regulations may impair our
research, development or production efforts.

Occupational Safety

In addition to its comprehensive regulation of safa the workplace, the Federal Occupational Sadeid Health Administration has
established extensive requirements relating to plade safety for healthcare employers whose wonkerg be exposed to blood-borne
pathogens such as HIV and the hepatitis virus. & hegulations, among other things, require worktiza controls, protective clothing and
equipment, training, medical follow-up, vaccinascnd other measures designed to minimize exptswiemicals and transmission of the
blood-borne and airborne pathogens. Although we belieaewe are currently in compliance in all materedpects with such federal, state
local laws, failure to comply could subject us nil of the right to conduct business, fines, arahpenalties and other enforcement actions.

Specimen Transportation

Regulations of the Department of Transportatios,ltiternational Air Transportation Agency, the Rublealth Service and the Postal
Service apply to the surface and air transportadfasiinical laboratory specimens.

Government Regulation

General. Our activities related to diagnostic products arehave the potential to be, subject to regulatwsrsight by the FDA under
provisions of the Federal Food, Drug and Cosmeticahd regulations thereunder, including regulaigaverning the development, market
labeling, promotion, manufacturing and export of products. The Food, Drug and Cosmetic Act reguinat medical devices introduced to
the United States market, unless exempted by régujde the subject of either a pre-market nadifien clearance, known as a 510(k)
clearance or 510(k) de novo clearance, or a PMAADWas cleared by the FDA on September 11, 200@wute 510(k) de novo guidelines.
OVAL was the first FDA-cleared blood test for theqpperative assessment of ovarian masses. Wenloayet established a regulatory
pathway for our future potential products such &SZLIR and OVA2. Clinical studies to support eitlaeb10(k) submission or a PMA
application would need to be conducted in accordavith FDA requirements. If the FDA indicates tha®MA is required for any of our
potential future clinical products, the applicatioill require extensive clinical studies, manufagtg information and likely review by a panel
of experts outside the FDA. Additionally, the FDAllvgenerally conduct a pre-approval inspectionPdiA devices.
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Even in the case of devices like analyte speodfagents (“ASRs”), which may be exempt from 510(kaance or PMA approval
requirements, the FDA may impose restrictions orketang. Our potential future ASR products may bkl nly to clinical laboratories
certified under the CLIA to perform high complextssting. In addition to requiring approval or ¢kace for new products, the FDA may
require approval or clearance prior to marketingdpicts that are modifications of existing produmstshe intended uses of these products.
Additionally, the FDA will generally conduct a pegproval inspection for PMA devices. Our suppliengnufacturing facilities are, and, if a
when we begin commercializing and manufacturingproducts ourselves, our manufacturing facilitiék e, subject to periodic and
unannounced inspections by the FDA and state agefmi compliance with Quality System Regulatidi@@3Rs”). Additionally, the FDA will
generally conduct a pre-approval inspection for Pdd&ices. Although we believe that we and our SeppWill be able to operate in
compliance with the FDA’s QSRs for ASRs, we carassure that we or our suppliers will be in or ble &b maintain compliance in the future.
We have never been subject to an FDA inspectiorcandot assure that we will pass an inspectiamdfwhen it occurs. If the FDA believes
that we or our suppliers are not in compliance &jbplicable laws or regulations, the FDA can iss@rm 483 List of Observations, warning
letter, detain or seize our products, issue a reocsice, enjoin future violations and assess @witl criminal penalties against us. In addition,
approvals or clearances could be withdrawn undeaicecircumstances.

Any customers using our products for clinical us¢hie United States may be regulated under CLIA¢Is intended to ensure the
quality and reliability of clinical laboratories the United States by mandating specific standiartise areas of personnel qualifications,
administration, participation in proficiency tegirpatient test management, quality control, qua#tsurance and inspections. The regulations
promulgated under CLIA establish three levels afydiostic tests—namely, waived, moderately comptekiaghly complex—and the
standards applicable to a clinical laboratory dejpamthe level of the tests it performs. Medicalide laws and regulations are also in effect in
many of the countries in which we may do businegside the United States. These range from compsaiedevice approval requirements
for some or all of our potential future medical @evproducts, to requests for product data orfaeations. The number and scope of these
requirements are increasing. In addition, produdtieh have not yet been cleared or approved foreftim commercial distribution may be
subject to the FDA Export Reform and EnhancementofA@996 (“FDERA”).

FDA Regulation of Cleared Tests Once granted, a 510(k) clearance or PMA approval piece substantial restrictions on how our
device is marketed or to whom it may be sold. ANides cleared by the FDA are subject to continuggglation by the FDA and certain state
agencies. As a medical device manufacturer, walaerequired to register and list our productlie FDA. We are required to set forth and
adhere to a Quality Policy and other regulationsaddition, we are required to comply with the FBASRS, which require that our devices be
manufactured and records be maintained in a pleEstrnanner with respect to manufacturing, testimjaontrol activities. Additionally, we
may be subject to inspection by federal and stgalatory agencies. Non-compliance with these statsdcan result in, among other things,
fines, injunctions, civil penalties, recalls, totalpartial suspension of production. Further, weeraquired to comply with FDA requirements
labeling and promotion. For example, the FDA prdkibleared or approved devices from being promé@itedncleared or unapproved uses.
Labeling and promotional activities are subjecs¢autiny by the FDA, which prohibits the marketioigmedical devices for unapproved uses.
Additionally, the FDA is requiring us to perfornpast-marketing study (“Post-market Surveillance'yerify the performance characteristics
of OVAL1 in routine clinical use.

In addition, the medical device reporting regulatiequires that we provide information to the FDAemever evidence reasonably
suggests that one of our devices may have causmshtiibuted to a death or serious injury, or wheerealfunction has occurred that would be
likely to cause or contribute to a death or seriojgy if the malfunction were to recur.

Foreign Government Regulation of Our Products We intend to obtain regulatory approval in othemrttoies to market our tests. Each
country maintains its own regulatory review proc¢éasff regulations, duties
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and tax requirements, product standards, and fapetiquirements. In 2010, we retained the sena€dse Emergo Group and TUV SUD
America Inc. to assist in our efforts to satisfg tiegulatory requirements necessary for commezet#in in Europe. In September 2010, OV
was CE marked, a requirement for marketing theitetste European Union.

Employees
As of December 31, 2011, we had 27 full-time emp&s; We also engage independent contractors froentt time.

Code of Ethics for Executive Officers

We have adopted a Code of Ethics for Executived®ifi. We publicize the Code of Ethics for Execu@fécers by posting the policy on
our website, www.vermillion.com. We will disclose our website any waivers of, or amendments toGnde of Ethics.

Information About Us

We file annual reports, quarterly reports, spe@gbrts, proxy and information statements, andrdtifermation with the Securities and
Exchange Commission (the “SEC"). You may read amy@ny material we file with the SEC at the SERUblic Reference Room located at
the following address:

100 F Street, NE
Washington, DC 20549

You may obtain information on the operation of 8#C’s Public Reference Room by calling the SEG-800-SEC-0330. The SEC also
maintains an Internet website, www.sec.gov, thataias reports, proxy and information statememid, @her information regarding issuers
that file electronically with the SEC.

In addition, we make available free of charge unilerinvestors Relation section of our website, wweasmillion.com, the Annual
Reports on Form 10-K, Quarterly Reports on FormQl@urrent Reports on Form 8-K and amendmentsasetheports filed or furnished
pursuant to Section 13(a) or 15(d) of the Secwrifirchange Act of 1934, as amended (“Exchange Astjoon as reasonably practicable after
we have electronically filed such material withfemished it to the SEC. The information contaim&dour website is not incorporated by
reference in this Annual Report on Form 10-K anolus$th not be considered a part of this Annual ReporForm 10-K. You may also obtain
these documents free of charge by submitting aemritequest for a paper copy to the following adslre

Investor Relations

Vermillion, Inc.

12117 Bee Caves Road, Building Three, Suite 100
Austin, TX 78738

ITEM 1A. RISK FACTORS

You should carefully consider the following risktfars and uncertainties together with all of theetinformation contained in this
Annual Report on Form -K, including our audited consolidated financiahtgments and the accompanying notes in Part 1l Beffinancial
Statements and Supplementary Data.” The risks aménainties management describes below are the mmts we face. Additional risks and
uncertainties not presently known to us or thattwerently deem immaterial may also adversely affectbusiness.
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Risks Related to Our Business
If we are unable to increase the volume of OVA&ssalur revenues, results of operations and fireroaindition would be adversely affect

We have experienced significant operating losseb gaar since our inception and we expect to iacoet loss for fiscal year 2012. Our
losses have resulted principally from costs inaliireresearch and development, sales and markdtiggtion, and general and administrative
costs associated with our operations, bankruptdgu@hapter 11 and test development.

All of our revenues are currently generated fromnbomber of OVA1 tests sold. If we are unable twéase the volume of OVAL sales in
the near future, our consolidated results of op@ratand financial condition would be adverselyeeféd.

Our ability to commercialize OVAL and other potehtliagnostic tests is heavily dependent on owatstic alliance with Quest Diagnostics.

Quest Diagnostics has an exclusive license to @#éA1 as a clinical laboratory test in the US, M=xiBritain and India through
September 11, 2014, which may be extended for ditiawial year beyond September 11, 2014. In addit@uest Diagnostics is expected to
have a similar exclusive license with respect to\MWSCLIR test for a three year period followingeatance by the FDA, as well as with
respect to one additional test developed by wmdfto the extent, Quest Diagnostics exerciseteitelopment option with respect to any such
test on or before October 7, 2012. Consequentlyability to generate revenue from these testi@se regions is heavily dependent on Quest
Diagnostics and its ability to market and offergheests in its clinical laboratories.

We expect that for the foreseeable future neatlgfabur revenue will be derived from Quest Diagizssand will depend on the number of
OVA1 tests performed by Quest Diagnostics andeheliursement rate for performing those tests, wharehoutside of our control.

We expect that nearly all of our revenues for tiredeeable future will be derived through our etyit partnership with Quest
Diagnostics and will be based on the number of OWsts performed by Quest Diagnostics and the ngisament rate received by Quest
Diagnostics for those tests. On November 10, 20/&0entered into an Amendment No. 4 to our StratAlliance Agreement with Quest
Diagnostics (the “Amendment No. 4”). Under the terofithe Amendment, we are to be paid $50 for elachestic OVA1 performed by Quest
Diagnostics, as well as a 33% royalty of Quest Baagics’ gross margin from performing OVAL1. AmendrBo. 4 provides for a monthly
payment by Quest Diagnostics to us based on Quaghbstics’ average reimbursement per OVAL1 in tlevipus month. Under the terms of
Amendment No. 4, royalty portion of our revenusubject to adjustment, either up or down, on aruahbasis within 60 days of end of each
calendar year based on Quest Diagnostics’ actimbregsement history for that calendar year. Toegkient Quest Diagnostics is not
reimbursed, is reimbursed at a lower than expeett] or has reimbursement claims rejected, thaltypgmounts owed to us would be
reduced. Any amounts owed by us to Quest Diagreostit be deducted against payments owed to usturd periods. The number of tests
performed by Quest Diagnostics and the amountioftrersements received by Quest Diagnostics in @agngoeriod will be largely outside of
our control. If Quest Diagnostics were to perfoewér tests or receive less reimbursement perhtastéxpected, it could have a material
adverse effect on our revenue and results of dpegat

How we will recognize future revenue under the @Désgnostics Strategic Alliance Agreement remainsertain and is likely to chang
which could affect our revenue in future periods.

As described in detail above, Amendment No. 4 chdrtbe structure and calculation of the paymebetoeceived by us from Quest
Diagnostics relating to OVAL. Given our limited corarcialization history with
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OVAL, our lack of experience with the new paymemirts contained in Amendment No. 4 and our inablititinow or control Quest
Diagnostics’ reimbursement rates for OVAL, it maydifficult for us to estimate the amount of th&ufe royalties and the size of any year-end
adjustment. It is likely that we will be unablererognize some or all of the revenue from the tgyadyments to be received from Quest
Diagnostics until we are better able to estimagefithal royalty payment amounts and the magnitudkeffect of the annual recalculation and
adjustment mechanism. Accordingly, the amount eéneie we will be able to recognize in any quarteda vary significantly, and the method
used to calculate that revenue could be subjectiange.

Failures to reimburse OVAL or changes in reimbursetmates by third party payers and variances iimteursement rates could materia
and adversely affect our revenues and could résudignificant fluctuations in our revenues.

A significant portion of our revenues are depenaenthe amount Quest Diagnostics receives frona tdrty payers for performing
OVAL1. Insurance coverage and reimbursement ratedidgnostic tests are uncertain, subject to changeparticularly volatile during the ea
stages of a newly commercialized diagnostic testADwas commercially launched in March of 2010. figheemain questions as to what
extent third party payers, like Medicare, Medicail private insurance companies will provide cogerfar OVAL and for which indications.
Reimbursement rates, payment denials, appealdjreighayer determinations for OVAL are largely ofibur control, as Quest Diagnostics
handles billing and reimbursement activities foIGVA1 tests performed. We are not able to prediot specific payer-level reimbursement
data for OVA1 as such data is provided to us bysQaece a year as part of the annual revenue puygracess. We endeavor to maintain a
dialogue with Quest Diagnostics regarding reimbonesat issues as they arise. Quest Diagnostics hviseddus that it has experienced volat
in the coverage and reimbursement of OVAL due tdraect negotiation with third party payers and ierpentation requirements and that the
reimbursement amounts it has received from thirtygzayers varies from payer to payer, and, in soases, the variation is material. Third
party payers, including private insurance comparassvell as government payers such as Medicardaditaid, have increased their efforts
to control the cost, utilization and delivery ofdttbcare services. These measures have resulteduned payment rates and decreased
utilization for the diagnostic test industry. Frdime to time, Congress has considered and implezdesttanges to the Medicare fee schedules
in conjunction with budgetary legislation, and pricfor tests covered by Medicare is subject tongesaat any time. Reductions in the
reimbursement rate of payers may occur in the éutReductions in the price at which OVAL1 is reingmd could have a material adverse effect
on our revenues. If we and Quest Diagnostics wgrkmllaboratively are unable to establish and naainibroad coverage and reimbursement
for OVAL or if third party payers change their coage or reimbursement policies with respect to OVéur revenues could be materially and
adversely affected.

We will need to raise additional capital in thedtg beyond what we have raised in a follow-on pubffering on February 18, 2011, and if we
are unable to secure adequate funds on terms aglslepto us, we may be unable to execute our biusplas.

On February 18, 2011, we completed a follow-on joutffering of our common stock in which we isswdadditional 4 million shares
and raised $20.2 million in net proceeds. Howeweorder to continue our operations as currentinped through 2013 and beyond, we will
need to raise additional capital and thus thesellisstantial doubt regarding our ability to contimsea going concern. Our independent
registered public accounting firm’s report on adnahcial statements for the year ended Decembe2(®11, includes an explanatory paragraph
expressing substantial doubt about our abilityaotimue as a going concern, given our recurringosses, negative cash flows from operati
and debt outstanding due and payable in Octobe2.20F will seek to raise additional capital beyevitat we have raised in the follow-on
offering through the issuance of equity or debusiéies, or a combination thereof, in the publigoivate markets, or through a collaborative
arrangement or sale of assets. Additional finanoipgortunities may not be available to us, or ditable, may not be on favorable terms. The
availability of financing opportunities will depenith part, on market conditions, and the outloakdor business. Any future issuance of equity
securities or securities
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convertible into equity could result in substanddlition to our stockholders, and the securitissied in such a financing may have rights,
preferences or privileges senior to those of omnrmon stock. If we raise additional funds by issuiledpt, we may be subject to limitations on
our operations, through debt covenants or othéricgsns. If we obtain additional funds throughiaargements with collaborators or strategic
partners, we may be required to relinquish rigbtsertain technologies or products that we mighentise seek to retain. If adequate and
acceptable financing is not available to us atithe that we seek to raise additional capital, ahility to execute our business plan success
may be negatively impacted.

Leverage and debt service obligations may advewrsfyet our consolidated cash flov
As of December 31, 2011, we had $7,000,000 outstgnehder our secured line of credit with Questdbiastics.

Quest Diagnostics provided us with a $10,000,0@0rsel line of credit, which was forgivable basedmuthe achievement of certain
milestones related to the development, regulatppr@val and commercialization of certain diagnostgts. As of our emergence from
bankruptcy under the Bankruptcy Code, certain roless had been met and the principal balance afabered line of credit was reduced to
$7,000,000. We are in discussions with Quest Diatic®regarding the achievement of an additiong0®1,000 forgiveness milestone that we
believe is owed to us relating to OVA1 under thene of the Amended Strategic Alliance Agreement $,000,000 secured line of credit,
which is due on October 7, 2012, is secured byamedf our assets, including our patents and dtiielectual property. As a result of this
indebtedness, we have principal and interest payotdigations to Quest Diagnostics. The degreehilwvwe are leveraged could, among
other things:

» make it difficult for us to obtain financing for wiang capital, acquisitions or other purposes omfable terms, if at al
* make us more vulnerable to industry downturns amdpetitive pressures; al
« limit our flexibility in planning for or reactingotchanges in our busine:

Our ability to meet our debt service obligationdl depend upon our future performance, which wildubject to financial, business and
other factors affecting our operations, many ofchitere beyond our control. If we cannot meet oot dervice obligation, it would have a
material adverse effect on our consolidated fira@rmmosition.

We may not succeed in developing additional diatimpsoducts, and, even if we do succeed in devmopdditional diagnostic products, the
diagnostic products may never achieve significamimercial market acceptance.

Our success depends on our ability to continuesteldbp and commercialize diagnostic products. Tiecensiderable risk in developing
diagnostic products based on our biomarker disgogtorts, as candidate biomarkers may fail todetie results in larger clinical studies or
may not achieve acceptable levels of clinical aacyr For example, markers being evaluated for OYW&® not be validated in downstream
pre-clinical or clinical studies, once we undertakel perform such studies. Although our PAD blast in development, VASCLIR, achieved
positive top-line results from an intended useicéihstudy, it is possible that thelsimmarkers, upon further analysis and clinical gtuday not
meet acceptance criteria for validation or regujatdearance.

Clinical testing is expensive, takes many yearsotoplete and can have an uncertain outcome. Cliféitare can occur at any stage of
the testing. Clinical trials for our PAD, OVA2, anther future diagnostic tests may produce negatiirconclusive results, and we may
decide, or regulators may require us, to conduditiadal clinical and/or norlinical testing on these tests. In addition, theutts of our clinici
trials may identify unexpected risks relative téespor efficacy, which could complicate, delayhait clinical trials, or result in the denial of
regulatory approval by the FDA and other regulatughorities.
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If we do succeed in developing additional diagrootgsts with acceptable performance characterjstiesnay not succeed in achieving
significant commercial market acceptance for theses. Our ability to successfully commercializagtiostic products, including OVA1L, will
depend on several factors, including:

« our ability to convince the medical community oé tsafety and clinical efficacy of our products émeir advantages over existing
diagnostic products

e our success in establishing new clinical practareshanging previous ones, such that utilizatiotheftests fail to meet establist
standards of care, medical guidelines and the

« our ability to further establish business relattips with other diagnostic or laboratory comparties can assist in tt
commercialization of these products in the US doba]ly; and

» the scope and extent of the agreement by Medicatéhdrd-party payers to provide full or partialmbursement coverage for our
products, which will affect patients’ willingness pay for our products and will likely heavily infnce physicians’ decisions to
recommend or use our produc

These factors present obstacles to significant cervial acceptance of our existing and potentiajiistic products, for which we will
have to spend substantial time and financial ressuto overcome, and there is no guarantee thatee successful in doing so. Our inabil
to do so successfully would prevent us from geirggaevenue from future diagnostic products.

The diagnostics market is competitive and we mapaable to compete successfully, which would raéleimpact our ability to generate
revenue.

Our principal competition currently comes from thany clinical options available to medical persdrimeolved in clinical decision
making. For example, rather than ordering an OVérlafwoman with an adnexal mass, obstetriciansgplogists, and gynecologic
oncologists may choose a different clinical optiwmmone at all. If we are not able to convinceiclans that OVAL provides significant
improvement over current clinical practices, outighto commercialize OVAL would be adversely affed. Additionally, Fujirebio
Diagnostics, Inc. announced in September 2011itlegthave received clearance from the FDA to coroiakze its Risk of Malignancy
Algorithm (“ROMA”) test, a diagnostic test that ssthe biomarkers CA125 and HE4 to identify massiéis avhigh likelihood of malignancy.
The ROMA test may be in direct competition with OYAnd our revenues could be materially and adweedtdcted if and when the ROMA
test is successfully commercialized. In additicmmgetitors, such as Becton Dickinson, Arraylt Cogtion, and Abbott Labs have publicly
disclosed that they have been or are currently imgr&n ovarian cancer diagnostic assays. Acadamstitutions periodically report new
findings in ovarian cancer diagnostics that mayehemmmercial value. Our failure to compete with aagnpetitive diagnostic assay if and
when commercialized could adversely affect our hess.

We have priced OVAL at a point that recognizesviilae-added by its increased sensitivity for ovari@alignancy. If others develop a
test that is viewed to be similar to OVA1 in effigebut is priced at a lower point, we and/or ovatgtgic partners may have to lower the price
of OVAL in order to effectively compete, which wdiumpact our margins and potential for profitalyilit

The commercialization of our diagnostic tests mayaffected adversely by changing FDA regulatioms, any delay by or failure of the FDA
approve our diagnostic tests submitted to the FE¥4 adversely affect our consolidated revenues ltesfioperations and financial conditic

The FDA cleared OVAL on September 11, 2009. Ouvities related to diagnostic products are, or hidnepotential to be, subject to
regulatory oversight by the FDA under provisionshe Federal Food, Drug and Cosmetic Act and réiguisithereunder, including regulatic
governing the development, marketing, labelingpption, manufacturing and export of our productslufe to comply with applicable
requirements can lead to sanctions, including wétwdl of products from the market, recalls, refusauthorize government contracts, proc
seizures, civil money penalties, injunctions arithoral prosecution.
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The Food, Drug and Cosmetic Act requires that nadievices introduced to the United States matkdgss exempted by regulation, be
the subject of either a pre-market notificatioractence, known as a 510(k) clearance or 510(k) #le nlearance, or a PMA. Some of our
potential future clinical products may require ®@J) or 510(k) de novo clearance, while others memuire a PMA. With respect to devices
reviewed through the 510(k) process, we may noketax device until an order is issued by the FDWifig our product to be substantially
equivalent to a legally marketed device known psedicate device. A 510(k) submission may invohe presentation of a substantial volume
of data, including clinical data. The FDA may agtieat the product is substantially equivalent firedicate device and allow the product to be
marketed in the United States. On the other hdredi-DA may determine that the device is not sulisinequivalent and require a PMA, or
require further information, such as additionat tieta, including data from clinical studies, befdris able to make a determination regarding
substantial equivalence. By requesting additionfarimation, the FDA can delay market introductidroor products. Delays in receipt of or
failure to receive any necessary 510(k) clearamd&\A approval, or the imposition of stringent regtons on the labeling and sales of our
products, could have a material adverse effectsotfthe FDA indicates that a PMA is required &my of our potential future clinical produc
the application will require extensive clinical diess, manufacturing information and likely reviewd panel of experts outside the FDA.
Clinical studies to support either a 510(k) subiis®r a PMA application would need to be condudtedccordance with FDA requirements.
Failure to comply with FDA requirements could résalthe FDA'’s refusal to accept the data or thpadsition of regulatory sanctions. We
cannot assure that any necessary 510(k) cleararitielA approval will be granted on a timely basisaball. To the extent we seek FDA 510
(k) clearance or FDA pre-market approval for ottiegnostic tests, any delay by or failure of theARD clear or approve those diagnostic tests
may adversely affect our consolidated revenues)teesf operations and financial condition.

If we or our suppliers fail to comply with FDA rdgements for production, marketing and postmarkenitoring of our products, we may r
be able to market our products and services and Ibeagubject to stringent penalties, product resiits or recall; further improvements to
our manufacturing operations may be required thaild entail additional costs.

The commercialization of our products could be geth halted or prevented by applicable FDA regateti If the FDA were to view any
of our actions as non-compliant, it could initiat&forcement actions, such as a warning letter asdible imposition of penalties. In addition,
analyte specific reagents (“ASRs”) that we may ptewvould be subject to a number of FDA requirersginicluding compliance with the
FDA'’s Quality System Regulations (“QSR”), whichaslish extensive requirements for quality assuramzkecontrol as well as manufacturing
procedures. Failure to comply with these regulatioould result in enforcement actions for us orpmtential suppliers. Adverse FDA actions
in any of these areas could significantly incremseexpenses and limit our revenue and profitabilife will need to undertake steps to
maintain our operations in line with the FBAQSR requirements. Some components of OVAL areifactured by other companies and we
required to maintain supply agreements with thesepanies. If these agreements are not satisfatiaghe FDA, we will have to renegotiate
these agreements. Any failure to do so would havadwerse effect on our ability to commercialize A1V Our suppliers’ manufacturing
facilities will be subject to periodic regulatonyspections by the FDA and other federal and segalatory agencies. If and when we begin
commercializing and assembling our products byelues, our facilities will be subject to the samsgpiections. We or our suppliers may not
satisfy such regulatory requirements, and any $itire to do so would have an adverse effect ancommercialization efforts.

If we fail to continue to develop our technologies, may not be able to successfully foster adomtiayur products and services or deve
new product offerings.

Our technologies are new and complex, and are gulgjehange as new discoveries are made. Newwdises and advancements in the
diagnostic field are essential if we are to fosteradoption of our product offerings. Developmafhese technologies remains a substantial
risk to us due to various factors, including thiestfic challenges involved, our ability to fineh@ collaborate successfully with others working
in the diagnostic field, and competing technologwsich may prove more successful than our tectgieto
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If we fail to maintain our rights to utilize intelttual property directed to diagnostic biomarkerg, may not be able to offer diagnostic t¢
using those biomarkers.

One aspect of our business plan is to develop ditgntests based on certain biomarkers, whichawe lthe right to utilize through
licenses with our academic collaborators, sucthasibhns Hopkins University School of Medicine nBted University, and the University of
Texas M.D. Anderson Cancer Center. In some casegoflaborators own the entire right to the biokeas. In other cases, we co-own the
biomarkers with our collaborators. If, for somege@a, we lose our license to biomarkers owned éytirng our collaborators, we may not be
able to use those biomarkers in diagnostic tefstee lose our exclusive license to biomarkers covesvby us and our collaborators, our
collaborators may license their share of the iatéilal property to a third party that may compeité ws in offering diagnostic tests, which
would materially adversely affect our consolidatedenues, results of operations and financial ¢andi

We have $7,000,000 outstanding from the secureddfircredit provided by Quest Diagnostics. We llidlly be responsible for full repayment
of the secured line of credit on October 7, 2012.

As of December 31, 2011, we have $7,000,000 owdstgrirom the secured lined of credit in connectigth the Strategic Alliance. Ov
a two-year period, we borrowed monthly incremerfit$417,000, totaling $10,000,000, and have paithé&drest that was due. Funds from this
secured line of credit were used for certain castsexpenses directly related to the Strategi@Adie, with forgiveness of the repayment
obligations based upon our achievement of milestoakated to the development, regulatory approwedl@mmercialization of certain
diagnostic tests. On October 7, 2009, the Stratljmnce Agreement was amended to extend the tdrthe agreement to end on the earlier of
(i) October 7, 2012 and (ii) the date on which QuRiagnostics has commercially launched three Beellaboratory tests under the Strategic
Alliance. On September 11, 2009, we announced dlestane achievement of clearing OVA1 with the FBAd, effective after the emergence
from bankruptcy, reduced our principal obligatiamgler the Amended Strategic Alliance Agreementt@®0,000. We are in discussions with
Quest Diagnostics regarding the achievement ofiditianal $1,000,000 forgiveness milestone relate®VAL under the terms of the
Amended Strategic Alliance Agreement. However, Qesgnostics has not yet acknowledged that sudbstoine has been achieved. We will
likely be responsible for the repayment of the tantding principal amount and any unpaid interesthensecured line of credit on October 7,
2012, which could materially adversely affect oansolidated results of operations and financiadgon.

If a competitor infringes on our proprietary rightewe may lose any competitive advantage we maydmaaesult of diversion of our tir
enforcement costs and the loss of the exclusifibyioproprietary rights.

Our success depends in part on our ability to raairdnd enforce our proprietary rights. We relyaocombination of patents, trademarks,
copyrights and trade secrets to protect our teciyyohnd brand. We have submitted a number of paggiications covering biomarkers that
may have diagnostic or therapeutic utility. Ourgmdtapplications may or may not result in additlgretents being issued.

If competitors engage in activities that infringe @ur proprietary rights, our focus will be divettand we may incur significant costs in
asserting our rights. We may not be successfutéering our proprietary rights, which could resulour patents being held invalid or a court
holding that the competitor is not infringing, eitrof which would harm our competitive position. \d&nnot be sure that competitors will not
design around our patented technology.

We also rely upon the skills, knowledge and expegeof our technical personnel. To help protectrmits, we require all employees
and consultants to enter into confidentiality agreats that prohibit the disclosure of confideniiérmation. These agreements may not
provide adequate protection for our trade secketswledge or other proprietary information in the,t of any unauthorized use or disclosure.
If any trade secret, knowledge or other technologtyprotected by a patent were to be disclosed todependently developed by a competitor,
it could have a material adverse effect on ourriess, consolidated results of operations and finhoondition.
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If others successfully assert their proprietaryhtig against us, we may be precluded from makingsatithg our products or we may
required to obtain licenses to use their technology

Our success depends on avoiding infringing on theretary technologies of others. If a third pastgre to assert claims that we are
violating their patents, we might incur substantiasts defending ourselves in lawsuits againstgagsaof patent infringement or other unlawful
use of another’s proprietary technology. Any suhkduit may not be decided in our favor, and if weefaund liable, it may be subject to
monetary damages or injunction against using tblentelogy. We may also be required to obtain licenseler patents owned by third parties
and such licenses may not be available to us onreamially reasonable terms, if at all.

Current and future litigation against us could bestly and time consuming to defend.

We are from time to time subject to legal procegdiand claims that arise in the ordinary courdeusfness, such as claims brought by
our clients in connection with commercial disputasployment claims made by current or former emgédsy and claims brought by third
parties alleging infringement on their intellectpabperty rights. In addition, we may bring claiagainst third parties for infringement on our
intellectual property rights. Litigation may resinitsubstantial costs and may divert our attensiod resources, which may seriously harm our
business, consolidated results of operations arahfiial condition.

An unfavorable judgment against us in any legateedaling or claim could require us to pay monetamalges. In addition, an
unfavorable judgment in which the counterpartwigaed equitable relief, such as an injunctionJdtave an adverse impact on our licen:
and sublicensing activities, which could harm ousihess, consolidated results of operations andatiolated financial condition.

On July 9, 2007, Molecular Analytical Systems fiee¢hwsuit in the Superior Court of California tbe County of Santa Clara naming
Vermillion and Bio-Rad as defendants (the “State€tawsuit”). In connection with the State Cowtvsuit, MAS sought an unspecified
amount of damages and alleged, among other thingswe breached our license agreement with MA&irg) to SELDI technology by
entering into a sublicense agreement with Bio-Réd.filed our general denial and affirmative defense April 1, 2008. The State Court
lawsuit was automatically stayed when we filed duvitary Petition for Relief under Chapter 11 in Benkruptcy Court on March 30, 2009.
MAS filed a proof of claim in the Bankruptcy Cowm July 15, 2009. The proof of claim mirrored that& Court lawsuit, alleging that we
breached our license agreement with MAS by tranisfgcertain technologies to Bio-Rad without obiagnMAS’s consent. MAS listed the
value of its claim as in excess of $5,000,000. @addnber 28, 2009, we objected to MAS'’s Proof ofr@lia the Bankruptcy Court. On
January 7, 2010, the Bankruptcy Court confirmedRian of Reorganization. After the Plan of Reorgation was confirmed, MAS filed a
motion with the Bankruptcy Court requesting thathstain from hearing its proof of claim and tharant MAS relief from the automatic stay
so that MAS could proceed with the State Court latia California. Over our objection, the BankraptCourt granted that motion on
March 16, 2010. Thereafter, the Superior Court md¢hat the dispute be arbitrated before the {aldiebitration and Mediation Service.
MAS filed its demand for arbitration on Septemb&y 2010. The demand did not include any additiolesil regarding MAS’s claims and
attached the same complaint for unspecified damiigedAS filed in the Superior Court in 2007. Tiherties thereafter conducted discovery,
and the arbitration hearing commenced on Septe@he2011. Both sides presented evidence over fegihg days ending on October 4, 2(
The parties completed post-hearing briefing on Mawer 9, 2011 and presented closing arguments oerber 11, 2011. On February 23,
2012, an interim arbitration award was issued leyAtbitrator. In the interim arbitration award, thebitrator denied MASS claim for breach
the license agreement as well as several otherA8'Biclaims. The Arbitrator found that MAS was endtte an accounting concerning our
royalty obligation either for 10 years (from Febmual, 2003 through February 21, 2013) or until alative royalty payments reached $10
million, whichever comes first, and ordered thathstoyalties should be based on our total GAAP meaes, less revenues attributable to certain
excluded entities, not just SELDI-related reveniéee Arbitrator also ordered that the parties na@et confer regarding further proceedings
relating to the accounting. We have accrued foratheunt deemed estimable and probable of losspainpreviously paid
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to MAS, pursuant to the interim arbitration awaridhim general and administrative expense at Decer@bg2011. The amount was not
material to the financial statements for the yeategl December 31, 2011. We anticipate receivingad &rbitration award consistent with the
interim arbitration award by June 2012 and belignespossibility of any material loss in excessh&f amount accrued is remote; however,
management cannot predict the content nor coriteotitning of the final arbitration award at this&.

On February 28, 2012, Robert Goggin lll, a purpbgkareholder of Vermillion, filed for and obtainadvrit of summons in Pennsylval
state court as a precursor to filing a lawsuit agai/ermillion. Goggin discontinued his case onrsaby 29, 2012. Thereafter, on March 12,
2012, Patrick Gillespie, a purported shareholdérerimillion, represented by the same counsel agy®odjled for and obtained a writ of
summons in Pennsylvania state court as a prectositing a lawsuit against Vermillion. On March 22012, Gillespie asked the court to issue
letters rogatory to permit pre-suit discovery. Wepdte any claims that Gillespie may make and mhtendefend this matter vigorously. Due to
the fact that complaints have not yet been filethenproceedings, we cannot estimate its likelyaotn us.

Our failure to meet our purchase commitments pumst@ma manufacture and supply agreement with Bid-Bould adversely affect our
consolidated results of operations and financiatdition.

We are a party to a manufacture and supply agreewitnBio-Rad, dated November 13, 2006, wherebyagneeed to purchase from Bio-
Rad the ProteinChip Systems and ProteinChip Ama&¢gessary to support our diagnostics efforts. Uttdeterms of the agreement, we were
required to purchase a specified number of ProtemSystems and ProteinChip Arrays in each of lineet years following the date of the
agreement. Pursuant to a letter from us to Bio-tRedd May 2, 2008, we exercised our right to teata@nthe agreement for convenience upon
180 days’ written notice. Consequently, terminatibthe agreement became effective on October @38.2n our bankruptcy proceeding, Bio-
Rad filed a claim for approximately $1,000,000wH are unable to resolve this claim, it would hameadverse effect on our consolidated cash
flows.

Because our business is highly dependent on keythxes and employees, our inability to recruit aathin these people could hinder ¢
business plans.

We are highly dependent on our executive officeid @ertain key employees. Our executive officeis key employees are employed at
will by us. Any inability to engage new executivificers or key employees could impact operationdeday or curtail our research,
development and commercialization objectives. Trtiooe our research and product development effaesneed people skilled in areas such
as clinical operations, regulatory affairs andichhdiagnostics. Competition for qualified emplegds intense.

If we lose the services of any senior executivicefs or key employees, our ability to achieve lousiness objectives could be harmed,
which in turn could adversely affect our businesd aperating results.

Our diagnostic efforts may cause us to have siganifi product liability exposure.

The testing, manufacturing and marketing of mediéadnostic tests entail an inherent risk of prddiability claims. Potential product
liability claims may exceed the amount of our irsswe coverage or may be excluded from coverager tineléerms of the policy. Our existing
insurance will have to be increased in the futfiveel are successful at introducing new diagnogsticipcts and this will increase our costs. In
the event that we are held liable for a claim erdamages exceeding the limits of our insurance@ge, we may be required to make
substantial payments. This may have an adverseteffeour consolidated results of operations, for@rcondition and cash flows, and may
increase the volatility of our common stock price.

Business interruptions could limit our ability tperate our busines

Our operations, as well as those of the collabosata which we depend, are vulnerable to damagaenruption from fire; natural
disasters, including earthquakes; computer virus@sian error; power shortages;
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telecommunication failures; international actsesfar; and similar events. Although we have certaiginess continuity plans in place, we h
not established a formal comprehensive disastewesg plan, and our back-up operations and busiméssuption insurance may not be
adequate to compensate it for losses we may suéffeignificant business interruption could resunltasses or damages incurred by us and
require us to cease or curtail our operations.

If we fail to maintain proper and effective intefmantrols, our ability to produce accurate and @iy financial statements could be impair
which could adversely affect our business, opegatesults, and financial condition.

We are required to comply with the managementfieation requirements of Section 404 of the SarkaDgley Act of 2002. We are
required to report, among other things, controldieficies that constitute a “material weaknesstranges in internal controls that, or that are
reasonably likely to, materially affect internaintmls over financial reporting. A “material wealssé is a deficiency or combination of
deficiencies that results in a reasonable possiltiiat a material misstatement of the annual arim consolidated financial statements will
be prevented or detected. If we fail to continuedmply with the requirements of Section 404, wghhbe subject to sanctions or investiga
by regulatory authorities such as the SEC. If iederemedy any material weakness, our consoldifiteincial statements may be inaccurate,
which could adversely affect our business, opegatisults, and financial condition.

Legislative actions resulting in higher compliaramsts are likely to adversely affect our futuresmlidated results of operations, financ
position and cash flow:

Compliance with laws, regulations and standardstireg to corporate governance and public disclgsaotuding the Sarbandg3xley Act
of 2002, and new regulations adopted by the SECresulting in increased compliance costs. We,dlkether public companies, are incurring
expenses and diverting employees’ time in an eflodomply with Section 404 of the Sarbanes-Oxley & 2002. The SEC and other
regulators have continued to adopt new rules agalagons and make additional changes to existgglations that require our compliance. In
July 2010, the Dodd-Frank Wall Street Reform andsCimner Protection Act, or the Dodd-Frank Act, waaated. There are significant
corporate governance and executive compensatiatedeprovisions in the Dodd-Frank Act that reqtiire SEC to adopt additional rules and
regulations in these areas. Stockholder activiemctirrent political environment and the curreghhevel of government intervention and
regulatory reform may lead to substantial new ratjphs and disclosure obligations. Compliance wittse evolving standards will result in
increased general and administrative expenses agdause a diversion of our time and attention fremenue-generating activities to
compliance activities.

Changes in healthcare policy could increase outsasd impact sales of and reimbursement for cstste

In March 2010, President Barack Obama signed thierR&rotection and Affordable Care Act, as amenggthe Health Care and
Education Affordability Reconciliation Act (collegely, the “PPACA”), which makes changes that atpexted to significantly impact the
pharmaceutical and medical device industries. Begmin 2013, each medical device manufacturer léile to pay a sales tax in an amount
equal to 2.3 percent of the price for which sucmufiacturer sells its medical devices. The PPACA alsindates a reduction in payments for
clinical laboratory services paid under the Medéc@tinical Laboratory Fee Schedule of 1.75% forytears 2011 through 2015. This
adjustment is in addition to a productivity adjustihto the Clinical Laboratory Fee Schedule. Inittatdto the PPACA, the impact of which
cannot be predicted given its recent enactmentaneént lack of implementing regulations or intefpre guidance, a number of states are also
contemplating significant reform of their healtheg@olicies. We cannot predict whether future healté initiatives will be implemented at the
federal or state level, or the effect any futuggdkation or regulation will have on us. The takeposed by the new federal legislation may
result in decreased profits to us, and lower reirsdments by payers for our tests, all of which m@wersely affect our business.
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We are subject to environmental laws and poteet@losure to environmental liabilities.

We are subject to various international, fedetakesand local environmental laws and regulatibas govern our operations, including
the handling and disposal of non-hazardous andrtieza wastes, the recycling and treatment of etattand electronic equipment, and
emissions and discharges into the environmentuiéaib comply with such laws and regulations caekllt in costs for corrective action,
penalties or the imposition of other liabilities eVdre also subject to laws and regulations thabsmpiability and clean-up responsibility for
releases of hazardous substances into the envirdnttieder certain of these laws and regulatior@reent or previous owner or operator of
property may be liable for the costs to remediazahdous substances or petroleum products onmrifsoproperty, without regard to whether
the owner or operator knew of, or caused, the coimt@tion, as well as incur liability to third pagt affected by such contamination. The
presence of, or failure to remediate properly, sudistances could adversely affect the value amdbility to transfer or encumber such
property. Based on currently available informatialthough there can be no assurance, we believsubh costs and liabilities have not had
and will not have a material adverse impact oncmmsolidated results of operations.

Risks Related to Owning our Stock
The liquidity and trading volume of our common ktowy be low.
The liquidity and trading volume of our common $&d@s at times been low in the past and may agalow in the future. If the liquidit

and trading volume were to fall, this could imptoet trading price of our shares and adversely affecability to issue stock and for holders to
obtain liquidity in their shares should they desoeell.

Our stock price has been, and may continue to ig@\hvolatile, and an investment in our stock cbsuiffer a decline in value.

The trading price of our common stock has beenligblatile and could continue to be subject to evftlctuations in price in response
to various factors, many of which are beyond ountia®, including:

» failure to significantly increase revenue and vohsnof OVA1,;

» actual or anticipated peri-to-period fluctuations in financial result

» failure to achieve, or changes in, financial estemdy securities analys

* announcements or introductions of new productenrices or technological innovations by us or campetitors;
» publicity regarding actual or potential discoveridsiomarkers by other:

e comments or opinions by securities analysts orkéiolders;

« conditions or trends in the pharmaceutical, biotebdbgy and life science industrie

* announcements by us of significant acquisitionsdindstitures, strategic partnerships, joint veesusr capital commitment
» developments regarding our patents or other irtielt@ property or that of our competito

» litigation or threat of litigation

» additions or departures of key personi

» limited daily trading volume

» economic and other external factors, disastersiges; anc

» our announcement of additional fund raisir
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In addition, the stock market in general and theketsfor diagnostic technology companies, in pattc, have experienced significant
price and volume fluctuations that have often hemmelated or disproportionate to the operatinggrarfince of those companies. These broad
market and industry factors may seriously harmntlagket price of our common stock, regardless ofamarating performance. In the past,
following periods of volatility in the market pricg a company’s securities, securities class adtiigiation has often been instituted. A
securities class action suit against us could r@sslubstantial costs, potential liabilities ahé tiversion of our attention and our resources.

If we fail to meet all applicable Nasdaq Capital et requirements and Nasdag determines to dalistommon stock, the market liquid
and market price of our common stock could deckme, our ability to access the capital markets ddwd negatively affected.

Trading of our common stock was transferred fromNlasdaqg Global Market to the Nasdaqg Capital Mavkdtebruary 15, 2012. We
made the request to transfer our listing to faad#itour continued compliance with the applicabtpire@ments for continued listing on
NASDAQ. In order to maintain the listing on the ag Capital Market, we must satisfy minimum finahend other requirements, includi
requirements that we maintain a minimum stockhéédequity of $2.5 million and a minimum bid pricé®1 per share. If we fail to meet all
applicable Nasdaq Capital Market requirements aasdilq determines to delist our common stock, thstidg could adversely affect the
market liquidity of our common stock and adversafgct our ability to obtain financing for the contation of our operations. This delisting
could also impair the value of our investors’ invesnt.

Anti-takeover provisions in our charter, bylaws andc&twlder rights plan and under Delaware law couldk® a third party acquisition of the
Company difficult.

Our certificate of incorporation, bylaws and stoakder rights plan contain provisions that could e@&kmore difficult for a third party to
acquire us, even if doing so might be deemed beaéfy our stockholders. These provisions coutdtlthe price that investors might be
willing to pay in the future for shares of our commstock. We are also subject to certain provisaidelaware law that could delay, deter or
prevent a change in control of the Company. Thietsigssued pursuant to our stockholder rights pléirbecome exercisable the tenth day a
a person or group announces acquisition of 15%areraf our common stock or announces commencenfientemder or exchange offer the
consummation of which would result in ownershipthg person or group of 15% or more of our commoaokstif the rights become
exercisable, the holders of the rights (other tih@nperson acquiring 15% or more of our commonidtad! be entitled to acquire, in exchange
for the rights’ exercise price, shares of our commatck or shares of any company in which we angete with a value equal to twice the
rights’ exercise price.

We could face adverse consequences as a reshi attions of activist stockholders.

Certain of our stockholders or parties affiliatettmour stockholders may, from time to time, attétgpaggressively involve themselves
in the governance and strategic direction of oum@any above and apart from normal interactions éetnstockholders and management.
Such activism, and any related negative publicibyld result in substantial costs that negativelgact our stock price and increase its
volatility. In addition, such involvement could cua diversion of the attention of our managemedtBoard of Directors and create perceived
uncertainties with existing and potential stratggactners impacting our ability to consummate ptgitransactions, collaborations or
opportunities in furtherance of our strategic planaddition, such activism could make it moreidiift to attract and retain qualified personnel,
customers and business partners, which could dimegrowth of the market for OVA1, delay the depenent and commercialization of new
tests and further adversely affect the tradinggpotour common stock and increase its volatilityaddition, the activists may have little or no
experience in the diagnostics industry or may sealect members to our Board of Directors wittidibr no experience in the diagnostics
industry who may have a specific agenda different @part from the majority of our stockholders.tfie extent any sug stockholders
constitute a “group,”as used
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relating to Section 13 of the Securities Exchangedk 1934, by having any relationship, agreemamgngement, affiliation or understanding
among themselves, whether direct or indirect, oralritten, specific or informal, it could resutt & “trigger eventunder our stockholder rigt
plan, causing disruption and additional costs eéo@ompany and its stockholders and increasingililah our stock price.

Because we do not intend to pay dividends, oukktaders will benefit from an investment in our coom stock only if it appreciates in val

We have never declared or paid any cash dividendsiocommon stock. We currently intend to retainfoture earnings, if any, to
finance the expansion of our business and do mmao pay any cash dividends in the foreseeaibled. As a result, the success of an
investment in our common stock will depend entinghpn any future appreciation. There is no guagatitat our common stock will appreciate
in value or even maintain the price at which owestors purchased their shares.

We may need to sell additional shares of our comstack or other securities in the future to meetaapital requirements which could cause
significant dilution.

On February 18, 2011, we completed a follow-on joutffering of our common stock in which we isswdadditional 4 million shares
and raised $20.2 million in net proceeds. As ofémeloer 31, 2011, we had 14,900,831 shares of oummonstock outstanding and 628,675
shares of our common stock reserved for futureaissel to employees, directors and consultants porsoi@ur employee stock plans, which
excludes 930,060 shares of our common stock thag sihject to outstanding options. Also, as of Dawer 31, 2011, there were 114,750
shares of restricted stock awarded to certain BErerOfficers pursuant to the 2010 Plan that werevested. These shares vest ratably thre
March 2014. In addition, as of December 31, 201drrants to purchase 195,012 shares of our comnogk stere outstanding at an exercise
price of $9.25 per share.

The exercise or conversion of all or a portion of senior notes, outstanding options and warramis the vesting of our restricted stock,
would dilute the ownership interests of our stoddecs. Furthermore, future sales of substantiallart®of our common stock in the public
market, or the perception that such sales areylilkebccur, could affect prevailing trading pricdsour common stock and the value of the
notes.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

Our principal facility is located in Austin, Texabhe following chart indicates the facilities theg lease, the location and size of each
facility and its designated use.

Approximate

Location Square Feet Primary Functions Lease Expiration Date
Austin, Texas 4,218 sq. f Marketing, sales and administrative offic 201z
Mountain View, California 2,442 sq. f Research and development, clinical and 201z

regulatory offices

ITEM 3. LEGAL PROCEEDINGS
Molecular Analytical Systems, Inc. Litigatio

On July 9, 2007, Molecular Analytical Systems fiethwsuit in the Superior Court of California tbe County of Santa Clara naming
Vermillion and Bio-Rad as defendants (the “Statei€tawsuit”). In connection
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with the State Court lawsuit, MAS sought an unsfetiamount of damages and alleged, among othegshthat we breached our license
agreement with MAS relating to SELDI technologydmtering into a sublicense agreement with Bio-Red.filed our general denial and
affirmative defenses on April 1, 2008. The Staten€tawsuit was automatically stayed when we féedoluntary Petition for Relief under
Chapter 11 in the Bankruptcy Court on March 30,200AS filed a proof of claim in the Bankruptcy Gbon July 15, 2009. The proof of
claim mirrored the State Court lawsuit, allegingttive breached our license agreement with MAS doysfierring certain technologies to Bio-
Rad without obtaining MAS’s consent. MAS listed tredue of its claim as in excess of $5,000,000 0@nember 28, 2009, we objected to
MAS’s Proof of Claim in the Bankruptcy Court. On Jaguar2010, the Bankruptcy Court confirmed our Ré&Reorganization. After the PI
of Reorganization was confirmed, MAS filed a motigith the Bankruptcy Court requesting that it alssfeom hearing its proof of claim and
that it grant MAS relief from the automatic staythat MAS could proceed with the State Court lawsuCalifornia. Over our objection, the
Bankruptcy Court granted that motion on March 18,2 Thereafter, the Superior Court ordered thatlibpute be arbitrated before the
Judicial Arbitration and Mediation Service. MASefd its demand for arbitration on September 15, 20h6 demand did not include any
additional detail regarding MAS’s claims and atetlthe same complaint for unspecified damagedMiAa filed in the Superior Court in
2007. The parties thereafter conducted discoveny tiae arbitration hearing commenced on Septemhe2@11. Both sides presented evidence
over five hearing days ending on October 4, 20hE parties completed post-hearing briefing on Ndv&n®, 2011 and presented closing
arguments on November 11, 2011. On February 22, 201interim arbitration award was issued by thieittator. In the interim arbitration
award, the Arbitrator denied MAS'’s claim for breaiftthe license agreement as well as several ofAS’s claims. The Arbitrator found
that MAS was entitled to an accounting concerning2%o royalty obligation either for 10 years (frétabruary 21, 2003 through February 21,
2013) or until cumulative royalty payments reacB&0 million, whichever comes first, and ordered swch royalties should be based on our
total GAAP revenues, less revenues attributabéettain excluded entities, not just SELDI-relatedemues. The Arbitrator also ordered that
the parties meet and confer regarding further pdicgys relating to the accounting. We have accfaethe amount deemed estimable and
probable of loss, and not previously paid to MAG;gpiant to the interim arbitration award within geal and administrative expense at
December 31, 2011. The amount was not materidgletdimancial statements for the year ended Dece®he2011. We anticipate receiving a
final arbitration award consistent with the inter@mbitration award by June 2012 and believe thaipdiy of any material loss in excess of the
amount accrued is remote; however, management taredict the content nor control the timing of thral arbitration award at this time.

Bio-Rad Laboratories, Inc. Matters

On November 13, 2006, we completed the Instrumesirigss Sale to Bio-Rad. The Instrument Busineksigeluded our SELDI
technology, ProteinChip arrays and accompanyingveoé. Pursuant to the terms of the sales agreemhentotal sales price was $20,000,000,
of which $16,000,000 was paid by Bio-Rad to usatdlosing of the transaction on November 13, 2@80tal of $4,000,000 was held back
from the sales proceeds contingent upon our meetrgin obligations, of which $2,000,000 was sgbseatly paid to us in fiscal 2007 upon
the issuance by the United States Patent and Tie#teDffice of a reexamination certificate for Urit8tates Patent No. 6,734,022. From the
amounts held back, the remaining $2,000,000, sttiezertain adjustments, is being held in esciowetrve as security for us to fulfill certain
obligations.

In connection with the Instrument Business Saleentered into a letter agreement with Bio-Rad pamsto which we agreed to
indemnify Bio-Rad and its subsidiaries with respgeatertain payments made by BRad in connection with the termination of employet#s
former subsidiary in the United Kingdom in the sitonth period immediately following the Instrumentdhess Sale. On May 4, 2007, Bio-
Rad delivered a claim for indemnification under #ggeement for $307,000, which was paid out of 32,000 held in escrow. In August 2009,
Bio-Rad also filed a proof of claim in the bankmptase for indemnification of the MAS lawsuit. Mayement is disputing the claim and
cannot predict the ultimate outcome of this madtethis time.

In connection with the Instrument Business Salealse entered into a manufacture and supply agneewith Bio-Rad on November 1
2006, whereby we agreed to purchase ProteinChigegsand ProteinChip
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Arrays (collectively, the “Research Tools Produrfsdm Bio-Rad. Under the terms of the manufacamd supply agreement, we agreed to
provide Bio-Rad quarterly, non-binding, twelve-momnolling forecasts setting forth our anticipatembds for Research Tools Products over the
forecast period. We were permitted to provide mifrecasts as necessary to reflect changes iardefor the products, and Bio-Rad was
required to use commercially reasonable efforsugaply amounts in excess of the applicable fore&ster party was permitted to terminate
the agreement for convenience upon 180 days’ pnittten notice, or upon default if the other paidjled to cure such default within 30 days
after notice thereof. In a letter from us to BioeRdated May 2, 2008, we exercised our right to ieate the November 13, 2006 manufacture
and supply agreement for convenience upon 180 dayisén notice. Consequently, termination of tiggement became effective on

October 29, 2008. In October 2009, Bio-Rad filgar@of of claim in our bankruptcy case based onatertontract claims for approximately
$1,000,000. We are attempting to resolve the contdlaims and have accrued for this contingenchiwigeneral and administrative expense at
December 31, 2011 and 2010. Management cannoftcpibdiultimate outcome of this matter at this time

Patrick Gillespie Litigation

On February 28, 2012, Robert Goggin lll, a purpbkareholder of Vermillion, filed for and obtainadvrit of summons in Pennsylval
state court as a precursor to filing a lawsuit agai/ermillion. Goggin discontinued his case onraaby 29, 2012. Thereafter, on March 12,
2012, Patrick Gillespie, a purported shareholdérerimillion, represented by the same counsel agg®odjled for and obtained a writ of
summons in Pennsylvania state court as a prectositing a lawsuit against Vermillion. On March 22012, Gillespie asked the court to issue
letters rogatory to permit pre-suit discovery. Wepdte any claims that Gillespie may make and mhtendefend this matter vigorously. Due to
the fact that complaints have not yet been filethenproceedings, we cannot estimate its likelyaotn us.

In addition, from time to time, we are involvedié@gal proceedings and regulatory proceedings grisirt of our operations. We
established reserves for specific liabilities imeection with legal actions that it deems to bebplde and estimable. Other than as disclosed
above, we are not currently a party to any procegdhe adverse outcome of which would have a rni@htiverse effect on our financial
position or results of operations.

ITEM 4.  MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

Our common stock was traded on the Nasdaqg Globgtéflander the symbol “VRML.” Effective February, 12012, we transferred our
listing from the NASDAQ Global Market to the NASDAQapital Market.

On September 25, 2008, our common stock was detlisten and suspended from trading on The Nasdadg& &parket as a result of o
noncompliance with the listing criteria under Mdgdace Rule 4310(c)(3). Upon delisting from The 8kecs Capital Market, our common stock
became immediately eligible for quotation and beading over-the-counter (“OTC”) on Pink Quoternfeerly known as Pink Sheets,
electronic quotation system (“Pink Quote”) on Seqtter 25, 2008, under the ticker symbol “VRML.PK'ftér a market maker’s application to
trade our common stock on the OTC Bulletin Board approved by the Financial Industry Regulatoryhiuty, our common stock began
trading on the OTC Bulletin Board under the tickgmbol “VRML.OB” on October 10, 2008.

In connection to our March 30, 2009 filing for eflunder the Bankruptcy Code in the Bankruptcy €aur common stock began trad
under the ticker symbol “VRMLQ.OB” on April 6, 200@n April 20, 2009, our common stock began tradinder the ticker symbol
“VRMQE.OB" as a result of us becoming a delinquiliet of our required financial reports to the SE@der the National Association of
Securities Dealers, Inc. (“NASD”) Rule 6530. AfeeB0-day grace period on May 20, 2009, our comntacksvas delisted from the OTC
Bulletin Board for noncompliance with NASD Rule @&3Jpon delisting from the OTC Bulletin Board, @ommon stock became immediat
eligible for quotation and began trading on Pinlo€@uunder the ticker symbol “VRMLQ.PK” on May 2. On January 27, 2010, our
common stock began trading under the symbol “VRML. connection with our emergence from bankruptoyger the Bankruptcy Code on
January 22, 2010.

On July 6, 2010, The Nasdaq Stock Market LLC retdstur common stock on The Nasdaq Global MarketMarch 8, 2012, there were
72 registered holders of record of our common stoakuding multiple beneficial holders and deposés, banks and brokers listed as a single
holder in the street name of each respective deggsbank or broker. The closing price of our coomstock on March 19, 2012 was $1.61.

The following sets forth the quarterly high and Itrading prices as reported by The Nasdaq Globak&taand Pink Quote for the peric
indicated.

2011 2010
High Low High Low
First Quartel $9.2¢ $3.7¢ $34.0( $20.9(
Second Quarte 7.6( 3.3¢ 29.0C 10.9¢
Third Quartel 4.3¢€ 2.14 13.5(C 4.9t
Fourth Quarte 2.8¢ 0.97 9.4¢ 4.5¢

Dividends

We have never paid or declared any dividend orcoomtmon stock and we do not anticipate paying castiehds on our common stock
in the foreseeable future. If we pay a cash dividem our common stock, we also may be requirecyotipe same dividend on an as-converted
basis on any outstanding preferred stock, warraotsyertible notes or other securities. Moreovay, preferred stock or other senior debt or
equity securities to be issued and any future tfadilities might contain restrictions on our dtyilto declare and pay dividends on our comi
stock. We intend to retain all available funds ang future earnings to fund the development andesijon of our business.

34



Table of Contents

Unregistered Sales of Equity Securities

On January 7, 2010, we closed a private placemamsaction with a group of investors. We receivé8,850,000 in gross proceeds from
the sale of 2,327,869 shares of our common stoakpaice of $18.4932 per share. The shares of @anwn stock issued in connection with
the private placement were exempted from the megish requirement pursuant to Regulation D of$eeurities Act. Accordingly, these
restricted shares were subject to the resale fiimita of Rule 144 under the Securities Act, asadaction not involving a public offering
because, among other things, the investors weredited investors at the time of the transacticsh @ppropriate legends were affixed to the
instruments representing such securities issusddh transaction.

From November 30, 2009, through January 22, 20&0exehanged 428,906 shares of our common stodk7f@00,000 in principal and
unpaid interest of $732,000 related to the conlertsenior notes due September 1, 2011. From Oc&ih&009 through November 19, 2009,
$4,400,000 in principal related to the 7.00% Nates converted into 220,000 shares of our commaksihe offer and issuance of the
securities was exempt from registration under $ac{(a)(9) of the Securities Act.

From November 24, 2009 to January 22, 2010, weangéd a total of 15,794 shares of our common dtwrck305,000 in principal and
$18,000 in unpaid interest related to the conviertienior notes due September 1, 2009 (the “4.50%<N). The offer and issuance of the
securities was exempt from registration under 8aci(a)(9) of the Securities Act.

From October 5, 2009, through April 12, 2010, weued 990 shares of our common stock for $12,000 fre cash exercise of warrants
dated August 3, 2006, with an exercise price of @per share (the “August 3 Warrants”), and 3 di#res of our common stock from the
cashless exercise of 8,625 underlying common sthekes of the August 3 Warrants. From October 89 2through April 12, 2010, we issued
990 shares of our common stock for $12,000 fronctsh exercise of warrants dated November 15, 20ifl6 an exercise price of $12.60 per
share (the “November 15 Warrants”), and 3,486 shaf@ur common stock from the cashless exerci§6#5 underlying common stock
shares of the November 15 Warrants. From SepteBhe&009, through March 4, 2010, we issued 392st20es of our common stock for
$3,627,000 from the cash exercise of warrants dateplist 29, 2007, with an exercise price of $9.8bghare (the “2007 Warrants”), and
521,213 shares of our common stock from the casleesrcise of 1,435,678 underlying common stockeshaf the 2007 Warrants. The offer
and issuance of securities is subject to the réigai@tions of Rule 144 under the Securities Act.

Equity Compensation Plan Information

We currently maintain three equity-based compeaosaiians that were approved by our stockholders.pléans are the Amended and
Restated 2000 Stock Plan (the “2000 Plan”), the Aged and Restated 2000 Employee Stock Purchas€tRéaf?000 ESPP”), and the 2010
Stock Incentive Plan (the “2010 Plan”).

2000 Plan.The authority of our Board of Directors to grantw&tock options and awards under the 2000 Planineted in 2010. The
Board of Directors continues to administer the 2B@ih with respect to the stock options that renatstanding to our officers, employees,
directors and a consultant. At December 31, 20ffipos to purchase 596,047 shares of common s@ukined outstanding under the 2000
Plan.

2010 Plan.The 2010 Plan is administered by the Compensatamriittee of the Board. Our employees, directord, @nsultants are
eligible to receive awards under the 2010 Plan. 2010 Plan permits the granting of a variety of mlsaincluding stock options, share
appreciation rights, restricted shares, restristete units, and unrestricted shares, deferre@ siméis, performance and cash-settled awards,
and dividend equivalent rights. We are authorizedsue up to 1,322,983 shares of common stockyglae $0.001 per share under the 2010
Plan, subject to adjustment as provided in the Z0&8. At December 31, 2011, options to purchage(@3 shares of common stock remained
outstanding under the 2010 Plan.
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The number of shares of our common stock to bedsipon exercise of outstanding stock optionsytbightedaverage exercise price
outstanding stock options and the number of shearagable for future stock option grants and staskards under equity compensation plan
of December 31, 2011, were as follows:

Number of
Securities
Remaining
Available for
Future
Number of Weighted- Issuance
Securities to Average Under Equity
be Issued Upoi Exercise Compensatior
Price of
Exercise of Outstanding Plans
Outstanding (Excluding
Options, Options, Shares
Warrants and Warrants Reflected in
Plan Category Rights and Rights First Column)
Equity compensation plans approved by securitydrsid 930,06(® $ 12.91@ 628,67!®
Equity compensation plans not approved by sechdtgers — — —
Total 930,06( 628,67!

(1) Includes outstanding stock options for 596,047 efiaf our common stock under the 2000 Plan and334hares of our common stc
under the 2010 Pla

(2) Includes the weighted average stock price for anting stock options of $14.01 under the 2000 Rtah$11.11 for the 2010 Ple

(3) Includes 628,675 shares of our common stock fo2@1® Plan. No future awards shall occur unde2f@0 Plan
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Performance Graph
Pursuant to Instructions to Item 201(e)(6) of Ratiah S-K, information is not required.
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ITEM 6. SELECTED FINANCIAL DATA
Per Item 301(c) of Regulation S-K, information & nequired.
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ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

You should read the following discussion and ansglysconjunction with our Consolidated Financiah®&ments and related Notes
thereto, included on pages F-1 through F-31 of figual Report on Form 10-K, and “Risk Factors”, isfh are discussed in Item 1A. The
statements below contain forward-looking statemeiitisin the meaning of the Private Securities latign Reform Act. See “Forwardeoking
Statements” on page i.

Overview

Vermillion was originally incorporated in Califolmion December 9, 1993, under the name Abiotic Bystén March 1995, Abiotic
Systems changed its corporate name to Ciphergey&&ms, Inc., and subsequently on June 21, 20@ncorporated in Delaware. Under
name Ciphergen Biosystems, Inc., we had our intiddlic offering on September 28, 2000. On Noveni$:12006, we sold the assets and
liabilities of our protein research products antadmrative services business to Bio-Rad, whicbvedld us to focus on the development of our
diagnostics tests. On August 21, 2007, Ciphergesy&items, Inc. changed its corporate hame to Viesmillnc.

We are dedicated to the discovery, developmentantnercialization of novel high-value diagnostistsethat help physicians diagnose, treat
and improve outcomes for patients. Our tests demded to help guide decisions regarding patieaittnent, which may include decisions to
refer patients to specialists, to perform additidaesting, or to assist in the selection of therajpylistinctive feature of our approach is to
combine multiple markers into a single, reportabtiex score that has higher diagnostic accuraay itlsaconstituents. Management (“we”, “us”
or “our”) concentrate its development of novel diasgtic tests in the fields of oncology, cardiol@gd women’s health, with our initial focus
on ovarian cancer. We also intend to address eligjeestions related to early disease detectieatrtrent response, monitoring of disease
progression, prognosis and others through collalomrawith leading academic and research institstio

On March 30, 2009, we filed for relief under theapter 11 of the Bankruptcy Code. We emerged fronkihgptcy protection on
January 22, 2010, pursuant to the terms of a Jarfiy&010 order entered by the Bankruptcy court@gpg our Second Amended Plan of
Reorganization under Chapter 11. Our Bankruptcg gess formally closed on January 19, 2012.

Our lead product, OVA1, was cleared by the FDA ept8mber 11, 2009. OVAL addresses a clear unnmétadlineed, namely the pre-
surgical identification of women who are at higskrof having a malignant ovarian tumor. Numerouslists have documented the benefit of
referral of these women to gynecologic oncolodistgheir initial surgery. Prior to the clearandeQVA1, no blood test had been cleared by
the FDA for physicians to use in the pre-surgicahagement of ovarian adnexal masses. OVAL is dtajiiad serum test that utilizes five
well-established biomarkers and proprietary FDAaotel software to determine the likelihood of madigey in women over age 18, with a
pelvic mass for whom surgery is planned. OVAL wegedoped through large pre-clinical studies inafodiration with numerous academic
medical centers encompassing over 2,500 clinicapsss. OVAL was fully validated in a prospectiveltincenter clinical trial encompassing
27 sites reflective of the diverse nature of theichl centers at which ovarian adnexal massesaahiated. The results of the clinical trial
demonstrated that in a clinical cohort of 516 pateOVAL, in conjunction with clinical evaluatiowas able to identify 95.6% (154/161) of
malignant ovarian tumors overall, and to rule oafignancy with a negative predictive value (“NP\57)94.6% (123/130). Recently, data were
presented at the 2010 International Gynecologicc€aBociety Meeting demonstrating the high serisitaf OVAL for epithelial ovarian
cancers; overall OVAL detected 95/96 epithelialraracancer cases for a sensitivity of 99.0%, iditig 40/41 stage | and stage Il epithelial
ovarian cancers, for an overall sensitivity of 98.for early stage epithelial ovarian cancers, aspared to 65.9% for CA125 using the ACOG
cutoffs. The improvement in sensitivity was eveaager among premenopausal women; for OVA1, seitgifiwr early stage epithelial ovarian
cancer was 92.9% and for CA125, sensitivity wag%b.0Overall, OVAL detected 76% of malignancies etissy CA125, including all
advanced stage malignancies. OVAL is not indicliedse as a screening or stand-alone diagnostayas
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OVAL is currently being offered by Quest Diagnostidnder the terms of our strategic alliance agesgwith Quest Diagnostics, as
amended, Quest Diagnostics is required to payfixed payment of $50 per OVAL performed, as welBa% of its “gross margin” from
revenue from performing OVA1, as that term is dedinn the strategic alliance agreement as amei@iggst Diagnostics is the exclusive
clinical laboratory provider of OVAL in its exclwa territory, which consists of the US, Mexico, Bm and India, through September 11, 2
Quest has the right to extend the exclusivity gefar one additional year on the same terms anditions. OVA1 was CE marked in
September 2010, a requirement for marketing thertdbe European Union. Quest Diagnostics hasitie to extend the exclusivity period 1
an additional year beyond September 11, 2014 osghee terms and conditions. An estimated 21,380 B\#ave been performed from the
launch on March 9, 2010 through December 31, 2011.

In addition to OVAL, we have development programether clinical aspects of ovarian cancer as aglh peripheral arterial disease, or
PAD. In the field of peripheral arterial disease, mave identified candidate biomarkers that map teldentify individuals at high risk for a
decreased ankle-brachial index score, which icatdie of the likely presence of PAD. We have rélgecompleted an intended-use study to
develop and validate a multi-marker algorithm toe aissessment of individuals at risk for periphargdrial disease. This algorithm will be
specifically directed at a primary care populationvhich the peripheral arterial disease blood {88ASCLIR™") is expected to be used. O
this study has been published in the pesiewed literature, we intend to discuss with FfiA the appropriate submission pathway, which |
be PMA, 510(k) clearance, or 510(k) de novo cleegalasclir is subject to the Quest DiagnosticatBgic Alliance.

Current and former academic and research institsitibat we have or have had collaborations withuglesthe Johns Hopkins University
School of Medicine; the University of Texas M.D.darson Cancer Center; University College Londoe;Whiversity of Texas Medical
Branch; the Katholieke Universiteit Leuven; ClimtGynecology and Clinic of Oncology, Rigshospitaleopenhagen University Hospital; the
Ohio State University Research Foundation; Stanfimiversity; and the University of Kentucky.

On January 11, 2011, we were issued patent num8@é7,719 entitled “Beta-2 microglobulin as a biokearfor peripheral artery disease”
by the USPTO. The patent claims are directed ta-Behicroglobulin and biomarker combinations tmafude beta-2 microglobulin for the
diagnosis and management of peripheral artery skisand to the measurement of the biomarkers byietyaf methods, including mass
spectrometry and immunoassay.

On February 2, 2011, we announced that the USPEGskaed to us a notice of allowance for a patetitled “Biomarkers for breast
cancer”.The patent claims are directed to biomarker conlzina for the diagnosis and management of breasteraand to the measuremen
the biomarkers by mass spectrometry.

On February 3, 2011, we received payment for arréiebBtwo grants, approved in November 2010, feralggregate sum of $489,000
under the Internal Revenue Service Qualifying Theudic Discovery Projects Grant Program for our @Qwekd PAD programs. The grant
relates to 2010 expenditures and was awarded tagéetic or diagnostic discovery projects that slaowasonable potential to result in new
therapies or diagnostic tests that address araasnoét medical need or that prevent, detect ot tte@nic or acute diseases and conditions.
These grants were included in other income foryttee ended December 31, 2010 and were recordetth@saurrent assets at December 31,
2010.

On February 18, 2011, we completed a sale of 400@0shares of our common stock in an underwrittéslip offering at a price of $5.45
per share for $21,800,000 in gross proceeds. Neepds of the offering were approximately $20,200 &fter deducting underwriting
discounts and expected offering expenses.

On March 8, 2011, positive preliminary data front oallaboration with Johns Hopkins University SchobMedicine to identify
biomarkers that improve on the specificity of CA¥@bthe identification of malignant ovarian tumavsre presented at the 42nd Annual
Meeting on Women’s Cancer of the Society of Gynegia Oncologists, March 6-9, 2011 in Orlando, Flari
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On March 14, 2011, we announced the inclusion oAD¥s part of the recently published ACOG/SGO cottamiopinion. In the March
edition of Obstetrics and Gynecology, the Ameri€atlege of Obstetricians and Gynecologists (“ACO@&id Society of Gynecologic
Oncologists (“SGO") published an update committpimion on the role of the obstetrician-gynecologisthe early detection of epithelial
ovarian cancer. This updates the original opinveimich was published in 2002.

On April 4, 2011, we announced the signing of areagent with Quest Diagnostics to make OVA1 avé&lab India. Additionally, at th
International Gynecologic Cancer Society (“IGCS#yional meeting held in New Delhi from April2-2011, Dr. Fred Ueland, M.D., Associ
Professor of Gynecologic Oncology at the UniversitiKentucky's Markey Cancer Center presented dataonstrating the high sensitivity for
ovarian malignancy of OVA1 combined with ultrasound

On May 17, 2011, we announced that the USPTO kagdsa notice of allowance to us for a patentledtitPanel of Biomarkers for
Peripheral Artery Disease”. The patent covers bitierapanels for the diagnosis of Peripheral Arteisease. The data supporting the patent
were published in an article titled, “A biomarkexm! for peripheral arterial disease,” in Vasc M&@0D8 Aug; 13(3):217 24. This work was
done in coordination with Dr. John Cooke at Stamfdniversity. Dr. Cooke is Professor and Assochaitector of the Stanford Cardiovascular
Institute at Stanford University School of Medicine

On May 19, 2011, we announced the appointment eé@Huebner to our Board of Directors. Mr. Huebnarently serves as Managing
Director at LynxCom Partners, LLC — a Healthcare§ldting Firm. Mr. Huebner has over 35 years ofegignce in the diagnostic industry,
and has been a key member of upper managememiimber of clinical diagnostic companies includingpHtech, Inc., Gen-Probe, Inc.,
Nanogen, Inc. and Osmetech Molecular Diagnos

On May 25, 2011, we announced that the USPTO kagdsa notice of allowance to us for a patentledtitSaposin D and Fam3C are
Biomarkers for Alzheimer’s Disease.” The patentrmakcover the biomarkers saposin D and Fam3c dsagelombinations that include these
biomarkers.

In the June 2011 edition of Obstetrics & Gynecoldgo landmark papers were published on the cliniaidation of OVA1, supporting
FDA clearance. The first, by Ueland et al., showed OVAlcorrectly identified 70% and 95% of makgies missed by non-gynecologic
oncologists and gynecologic oncologists, respelgtighysician assessment plus the OVAL also dete®f86 of malignancies missed by
CA125, a biomarker commonly used off label in tbeeening and diagnosis of ovarian cancer. The skdnpnWare Miller et al., demonstrated
that replacement of CA125 by OVAL in the Americamll€ge of Obstetricians and Gynecologists (ACOGYeglines for referral of a pelvic
mass improves the sensitivity and negative prediotelue of the guidelines. The high sensitivitynaintained even in premenopausal women
and early-stage disease, two particularly challegpgiagnostic groups.

On June 24, 2011, we were added to the Russelblghqr Index. Membership in the Russell Microcap ¥déhich remains in place for
one year, means automatic inclusion in the appatggrowth and value style indexes. Russell detesninembership for its equity indexes
primarily by objective, market-capitalization rangs and style attributes.

On August 1, 2011, we announced that the USPTQGskaed a notice of allowance to us for a pateritledt'Biomarkers for Peripheral
Artery Disease.” The patent claims cover the bidmmaalphalbeta glycoprotein and biomarker comhbamatihat include alphalbeta
glycoprotein for the diagnosis of PAD.

On August 1, 2011, we entered into the Pronto Amexd with Pronto Diagnostics. Pursuant to the Rréwgreement, Pronto Diagnostics
will have the exclusive right to distribute OVA1llisrael and areas under Palestinian control fartain period of time as specified in the
Pronto Agreement, provided that Pronto Diagnostiitissell certain minimum quantities of OVAL to nmaain the exclusive distribution rights.
The Pronto Agreement also establishes the amoat$tonto Diagnostics will pay to us with respgfoDVA1L. This supports our goal of
expanding OVAL into international markets.
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On August 2, 2011, we announced that the USPT(Osbaed a notice of allowance to us for a pateritietit'‘Beta-2 microglobulin as a
Biomarker for Peripheral Artery Disease.” The pamvers various potential permutations of candidadmarkers and will therefore cover a
broad range of possibilities in our intended usest

On September 6, 2011, we announced that the USRS@Gsued patent number 8,014,952 entitled “Seriom&kers in Lung Cancer”
to the Company.

On September 14, 2011, we announced the presentdtaata by Fred Ueland, M.D., Associate Profess@ynecologic Oncology at
the University of Kentucky’s Markey Cancer Centand principal investigator of the multi-center OValinical trial, demonstrating the
improvement in sensitivity when using imaging imgomction with OVAL. The key finding from Dr. Ueldis presentation at the 17th Annual
European Society of Gynecologic Oncology meeting ireMilan from September 11th to M | 2011 isttB&Al, when combined with
imaging, achieved 98.1% sensitivity for all typd®warian cancers and obtained a negative predietalue of 96.3%. A higher OVA1 score
also correlated with an increasing risk of ovamaalignancy.

On September 29, 2011, our Board of Directors ddatexd that it was appropriate for the Company fmasate the role of Chairman of 1
Board from the role of Chief Executive Officer. Tros end, Gail S. Page resigned her role as Chaiohthe Board and the Board elected
James S. Burns as Chairman of the Board. Mr. Buasseen a director of the Board since 2005. Mge Rall continue in her role as Presid
and Chief Executive Officer of the Company and asember of the Board.

On September 26, 2011, we announced the appoinmh®unald Munroe, Ph.D. as Chief Scientific Offi@nd Vice President of
Research and Development. In conjunction with Dunkée’s hiring, Eric T. Fung, MD, Ph.D. became Gedical Officer. These changes
were effective as of October 11, 2011.

On October 3, 2011, we announced positive top+isealts from the intended use study of our PAD bltest, VASCLIR. The goals of
the study were to validate the markers describegitier publications Circulation, 2007 and/ascular Medicing 2008) and to develop and
validate a biomarker panel applicable to the ingghdse population.

Key results of the study include the following:

» The individual biomarkers be-2 microglobulin (B2M), cystatin C, and hsCRP (hggnsitivity «-reactive protein), each h
statistically significant different levels betweBAD subjects and n-PAD subjects (p<.001

» Each biomarkers showed statistically significantelation to the ank-brachial index or ABI (p<.001

» Alogistic regression model was able to identifyrenthan 80% of PAD patients among those deeme-risk by the convention:
Framingham Risk Score for estimating cardiovasatilsease probability

The intended use study was a prospective, doubiddd multi-center study of approximately 1,000jsats who met specific inclusion criteria
for being at increased risk of having PAD, incluigismokers and diabetics age 50 or above and eldgely’0 or above. The study was
conducted in conjunction with CPC Clinical Reseatel by William R. Hiatt, MD, who is currently tidovartis Foundation endowed
professor for cardiovascular research in the Depamt of Medicine, University of Colorado SchoolMédicine appointed in cardiology and a
clinical focus in vascular medicine.

On October 5, 2011, Sandra A. Gardiner announcedesgnation as our Vice President and Chief RirerOfficer, effective
October 21, 2011. Ms. Gardiner accepted an employom@ortunity in the San Francisco Bay Area andrégsignation was not the result of
any disagreement with the Company on any mattatingl to the Company’s operations, policies or ficas. In conjunction with
Ms. Gardiner’s resignation, Eric Schoen was appdirts our Chief Accounting Officer effective Octobe2011.

On November 2, 2011, the Company entered into awiting agreement with Eric T. Fung, MD, Ph.D. eetive on November 4, 2011.
Pursuant to the terms of the consulting agreenant-ung will continue to serve as the Company’&€Nedical Officer and a member of the
Company'’s Scientific Advisory Board.
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On November 3, 2011, we announced the receipnatiae of allowance from the USPTO for our fifthtgrat covering a combination of
biomarkers that could be used in the diagnosisf®.Prhe patent, entitled “Beta-2 Microglobulin (B3Mnd C Reactive Protein (CRP) as
Biomarkers for Peripheral Artery Disease,” involaesnique combination of B2M and CRP, two proteire have been demonstrated in
numerous studies to be associated with PAD.

On December 19, 2011, we announced the completian asset purchase agreement with Correlogicupatg€o which, subject to the
satisfaction of certain conditions, we agreed tp teaCorrelogic $435,000 and purchase from Coriielsgbstantially all of its assets, includil
without limitation, certain documents, diagnostergples and intellectual property owned by and Beeinto Correlogic in connection with
Correlogic’s ovarian cancer diagnostics businesguding a diagnostic test under the name “OvaChBtkfor the detection of ovarian canc
The assets were acquired under Sections 105 andf368 Chapter 11 of the U.S. Bankruptcy Code.

On February 9, 2012, we entered into a Settlemgnéédment and Release (the “Settlement Agreemeititti)anthird party related
to losses on our short and long-term investmengsamious years. Under the terms of the SettlerAgneement, we will receive a total
settlement of $1,000,000 (the “Total Settlement Amtt); $535,000 was paid in March 2012 and $465,8Qtayable by September 1, 2012.
We expect to receive approximately 70% of the T8&ttlement Amount, net of legal and related costs.

On March 5, 2012 we announced the receipt of &eat allowance from the USPTO for “Platelet biokeas for cancer.” The patent
resulted from a collaboration with the late Dr. dladrolkman, a renowned cancer expert, and identifieee biomarkers that can be used to
assess changes in endogenous angiogenesis ireatsétrjgiogenesis is commonly associated with carzoel novel therapeutics such as
bevacizumab (Avastifi ) target angiogenesis to limitor recruitment of blood vessels. The patentetharkers, which are associated with
platelets, can be used to measure ongoing angiogetivity. The patent covers the measurementeddtbiomarkers over time and correlating
changes in expression with the changing level dbgenous angiogenic activity. Consequently, thismzalso enables the use of these
biomarkers to monitor efficacy of therapy directdngiogenic pathways.

On March 6, 2012, the American Medical AssociaidMA) Current Procedural Terminology (CPT ) Paneted to approve an
application for a Category | CPT code for OVAL. TREA recently disclosed the new code on its websitich will become effective
January 1, 2013.

Critical Accounting Policies and Estimates

The notes to the consolidated financial statemeorsain a summary of the Company’s significant actimg policies that are presented
in Part Il ltem 8, “Financial Statements and Suppetary Data”, of this Annual Report on Form 10Vie believe that it is important to have
an understanding of certain policies, along with thlated estimates that we are required to makecording the financial transactions of the
Company, in order to have a complete picture ofGbmpanys financial condition. In addition, in arriving itese estimates, we are require
make complex and subjective judgments, many of whiclude a high degree of uncertainty. The follogvis a discussion of these critical
accounting policies and significant estimates esldb these policies.

Revenue Recognitic

Product Revenué&Ve derive our product revenues from sales of OM&ugh Quest Diagnostics. We recognize productmess for
tests performed when the following revenue recaogmitriteria are met: (1) persuasive evidence dinadrrangement exists; (2) delivery has
occurred or services have been rendered; (3) thisfixed or determinable; and (4) collectabilgyreasonably assured.
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License Revenuender the terms of the secured line of credit V@tiest Diagnostics, portions of the borrowed priatgmounts may be
forgiven upon our achievement of certain milestamating to the development, regulatory approval @mmercialization of certain
diagnostic tests. We account for forgiveness afqipial debt balances as license revenues oveethredf the exclusive sales period that Quest
Diagnostics receives upon commercialization of gporaved diagnostic test as we do not have a mefutihigtory of product sales that
provides a reasonable basis for estimating futtwdyrt sales. We recognize license revenue ora@htrline basis over the remaining period
of Quest Diagnostics’ sales exclusivity ending @p@mber 2015.

Fair Value of Warrant:

We classify certain of our outstanding warrantfiadslities on our balance sheet. In addition, \&& /alue these stock warrants at each
reporting period, with the changes in fair valueognized in our consolidated statements of operatid/e fair value the warrants using a Bl
Scholes valuation model. Since the outstanding comstock warrants are fair valued at the end ol eaporting period, any change in the
underlying assumptions to the Black Scholes vadmathodel, including the volatility and price of aommon stock, may have a significant
impact on our consolidated financial statements.

Research and Development Cc

Research and development costs are expensed aethdResearch and development costs consist plyno&payroll and related costs,
materials and supplies used in the developmen¢wfproducts, and fees paid to third parties thatlaot certain research and development
activities on behalf of the Company. In additioogaisitions of assets to be consumed in reseamdidevelopment, with no alternative future
use, are expensed as incurred as research anajpiengit costs. Software development costs incurrélolel research and development of new
products are expensed as incurred until technabégasibility is established.

Stock-Based Compensation

We record the fair value of non-cash stock-basedpemsation costs for stock options and stock pgeehights related to our 2010 Stock
Incentive Plan (the “2010 Plan”) and 2000 StocknRtae “2000 Plan”). We estimate the fair valuestafck options using a Black-Scholes
option valuation model. This model requires theutnpf subjective assumptions including expectedistwice volatility, expected life and
estimated forfeitures of each award. We use tlaég$ti-line method to amortize the fair value over vesting period of the award. Due to the
limited amount of historical data available to particularly with respect to stock-price volatilitgption exercise patterns and forfeitures, the
actual value of stock options and stock purchag#sicould differ from our estimates.

We also record the fair value of non-cash stoclebb@a®mpensation costs for equity instruments issu@dn-employees. We recalculate
costs for these options each reporting period ugiBtack-Scholes option valuation model. Becauseegalculate these costs each reporting
period, changes in assumptions used in our calonktincluding changes in the fair value of oumooon stock, can result in significant
changes in the amounts we record from one repopimnipd to another.

Contingencies

We account for contingencies in accordance with ASQ Contingencies (“ASC 450”). ASC 450 requireat tiin estimated loss from a
loss contingency shall be accrued when informadieailable prior to issuance of the financial statats indicates that it is probable that an
asset has been impaired or a liability has beaunriad at the date of the financial statements ameinithe amount of the loss can be reasonably
estimated. Accounting for contingencies such aallagd contract dispute matters requires us t@usgudgment. We believe that our accruals
for these matters are adequate. Neverthelesscthal éoss from a loss contingency might diffemfrour estimates.
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Income Taxe

Our income tax policy records the estimated futareeffects of temporary differences between tieétsis of assets and liabilities and
amounts reported in the accompanying balance shestgell as operating loss and tax credit camywéods. We have recorded a full valuation
allowance to reduce our deferred tax assets, &sllmsavailable objective evidence; it is morellikban not that the deferred tax assets will
not be realized. In the event that we were to dater that we would be able to realize our defetaxdassets in the future, an adjustment to the
deferred tax assets would increase net incomeeipéhiod such determination was made.

Recently Adopted Accounting Pronouncements

Comprehensive Income—In June 2011, the FASB isaeedguidance on the presentation of comprehensoanie. Specifically, the
new guidance allows an entity to present compon&ntget income and other comprehensive income éxaamtinuous statement, referred to as
the statement of comprehensive income, or in tvpaisde, but consecutive statements. The new gudalimainates the current option to reg
other comprehensive income and its componentsistdtement of changes in equity. While the newlanie changes the presentation of
comprehensive income, there are no changes towthpanents that are recognized in net income or abr@prehensive income under current
accounting guidance. We will adopt this pronouncenire the first quarter of 2012, and it will have effect on our financial position, results
operations or cash flows but it will impact the wag present comprehensive income.

Fair Value Measurement—In April 2011, the FASB m3dmew guidance to achieve common fair value measemt and disclosure
requirements between GAAP and International FireriReporting Standards. This new guidance amengsrdufair value measurement and
disclosure guidance to include increased transpgraround valuation inputs and investment categtiin. The new guidance is effective for
fiscal years and interim periods beginning aftec&eber 15, 2011. We do not believe the adoptichehew guidance will have an impact on
our consolidated financial position, results of igtiens or cash flows.
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Results of Operations—Year Ended December 31, 20a4% compared to Year Ended December 31, 2010
The selected summary financial and operating datéeomillion for the years ended December 31, 28td 2010 were as follows:

Year Ended December 31, Increase (Decrease)
(dollars in thousand: 2011 2010 Amount %
Revenue
Product $ 1,46¢ $ 30¢ $ 1,161 377
License 454 867 (413) (48)
Total revenu 1,92t 1,17t 74¢ 64
Cost of revenue
Product 12¢ 88 41 47
Total cost of revenu 12¢ 88 41 47
Gross profil 1,79¢ 1,08% 707 65
Operating expense
Research and developmt 5,38 3,84¢ 1,53¢ 40
Sales and marketir 5,53¢ 2,857 2,682 94
General and administrati\ 8,50¢ 8,98¢ (475) (5)
Total operating expens 19,43t 15,68¢ 3,74¢ 24
Loss from operation (17,64)) (14,602) (3,039 21
Interest incom 64 40 24 60
Interest expens (396 (491 95 (29
Gain on investments in auction rate secur - 58 (58) -
Change in fair value and gain from warrant exeraiss 37¢ 4,35% (3,97%) (92)
Debt conversion cos - (247) 141 -
Reorganization item (96) (1,677) 1,581 (94)
Reorganization item- related party incentive ple - (6,932) 6,932 -
Other income (expense), r (99 35¢ (457) (12§)
Loss before income tax (27,790 (19,039 1,24¢ @)
Income tax benefit (expens - - - -
Net loss $(17,790 $(19,039) $ 1,24 (7)

Product Revenue Product revenue was $1,469,000 for the year enéegbber 31, 2011 compared to $308,000 for the pamied in
2010. We recognized product revenue for the yede@mecember 31, 2011 for the sale of OVAL throQglest Diagnostics. Quest
Diagnostics performed approximately 15,225 OVAlgekiring the year ended December 31, 2011 compargoproximately 6,155 tests for
the same period in 2010. We commercially launchg#dDon March 9, 2010. Product revenue increasetléi1000 for the year ended
December 31, 2011 compared to the same periodlié @0e to the increased volume of tests as welesecognition of deferred revenue
upon meeting the criteria for revenue recognitiduring the fourth quarter of 2011, we recognized%b00 of deferred revenue related to
2011 upon receipt of an annual royalty report flQmest Diagnostics based on final resolution fo7@8& tests. During the first quarter of 2011,
we recognized $160,000 of deferred revenue relat@@10 upon receipt of an annual royalty repamfiQuest Diagnostics based on final
resolution for 2,814 tests. Tests which do nothgate final resolution for 2011 will be includedanr 2012 annual royalty report. During 2010,
we recognized only the $50 fixed fee per test odpct revenue and recorded additional paymentsfesrdd revenue.

License RevenueLicense revenue was $454,000 for the year endedrDieer 31, 2011 compared to $867,000 for the samedpie
2010. Under the terms of our secured line of creith Quest Diagnostics, $3,000,000 principal wagifven upon the achievement of FDA
approval for OVAL. This amount is recognized
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as license revenue over the period of sales exdys)uest Diagnostics received beginning on theX\ommercialization date of March 9,
2010. License revenue decreased $413,000, or 48%he year ended December 31, 2011 compared &athe period in 2010 due to the
extension of the term of exclusivity for up to taredditional years in Quest Amendment No. 4. Tharfz@ of the $3,000,000 forgiven is being
recognized over the revised period of exclusivity.

Cost of Product RevenueCost of product revenue includes royalties on aktsspaid to JHU, as well as sample acquisitionlaind
qualification costs related to the testing of raddets for the assays included in OVAL to ensheytmeet the specifications required for
inclusion. Product cost of revenue was $129,00@Heryear ended December 31, 2011 compared to 3B&0 the same period in 2010 due to
increased sample acquisition and lot qualificatiosts as a result of the increased testing volume.

Research and Development Expensé®search and development expenses representrmosted to develop our technology and carry
out clinical studies, and include personnel-relaeplenses, regulatory costs, reagents and supiskekin research and development laboratory
work, infrastructure expenses, including allocdteility occupancy and information technology costntract services and other outside cc
Research and development expenses also includeretstied to activities performed under contradth wur collaborators and strategic
partners. Research and development expenses iadrbp$1,539,000, or 40%, for the year ended Deee®ib, 2011 compared to the same
period in 2010. This increase was due primarilg $1,919,000 increase in clinical trial and collation costs for the ongoing development of
our ovarian cancer program and our PAD blood ¥&6CLIR, as well as $435,000 for the Correlogiceassquisition which was expensed as
the assets acquired will be consumed in reseamilevelopment activities, with no alternative fetuise. These increases were partially offset
by decreases in stock-based compensation expe$899f000 as well as decreases in depreciatiomsepend outside consulting services
compared to the same period in 2010 as well assadn sale and disposal of property and equipme2@10 which did not recur in 2011. We
expect research and development expenses to beilo@@12 as compared to 2011 as we completed ADriRtended-use study in 2011 and
anticipated 2012 activities will be less cost irsign. Our research and development expenses nydhe from period to period due to the
timing and scope of our activities as well as cawtion of our activities with current and potehtiallaborators and strategic partners.

Sales and Marketing Expense®©ur sales and marketing expenses consist primafripersonnel-related expenses, education and
promotional expenses, and infrastructure expeimselsding allocated facility occupancy and informattechnology costs. These expenses
include the costs of educating physicians, laboygbersonnel and other healthcare professionatrdary OVAL. Sales and marketing
expenses also include the costs of sponsoringragnyi medical education, medical meeting partiégraaind dissemination of scientific and
health economic publications. Our personnel-relatgzbnses include the cost of our Territory Develept Managers, the subject matter
experts responsible for market development andabedination of interactions with the Quest Diagigis sales team. Sales and marketing
expenses increased by $2,682,000, or 94%, forahegnded December 31, 2011 compared to the saind pe2010. The increase was
primarily due to a $1,844,000 increase in persoandlpersonnel-related expenses, reflecting a/éalt with the sales and marketing team
while the Territory Development Managers were adolegl the course of 2010, a $540,000 increase iketing expenses related to the
continued commercialization and promotion of OVAlveell as $141,000 increase in outside consultangises. We expect sales and
marketing expenses to be lower in 2012 as comgar2d11 as a result of our reduction in our TeryitDevelopment and sales management
personnel announced in January 2012. Our salemarkkting expenses may fluctuate from period téogedue to the timing and scope of our
activities as well as coordination of our activéti@ith current and potential collaborators andtegia partners.

General and Administrative Expense$eneral and administrative expenses consist piliynafrpersonnel-related expenses, professional
fees and other costs, including legal, financearwbunting expenses, and other infrastructure esgeeincluding allocated facility occupancy
and information technology costs. General and aidtnative expenses decreased by $475,000, or 5%hdoyear ended December 31, 2011
compared to the
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same period in 2010. The decrease was primarilyt@ae$1,422,000 decrease in stock compensatioensgpas Incentive Plan costs were fully
amortized in June 2011. In addition, audit andrédated service costs decreased $781,000 compathd same period in 2010 due to the
substantial effort in 2010 to bring current allipdic reports required by the Securities and Exgleafsct of 1934 following emergence from
bankruptcy. These decreases were partially offget $1,662,000 increase in legal costs due to tA§ ltigation as well as Correlogic and
shareholder activist litigation legal costs. Geharal administrative stock-based compensation esgeras $2,446,000 and $3,868,000 for the
years ended December 31, 2011 and 2010, respgctivel expect general and administrative expensbe tower in 2012 as compared to 2
as a result of our eliminating the positions of&@Hitinancial Officer and Vice President of Corper8trategy as announced in January 2012.
We also anticipate a reduction in our legal expems€012 compared to 2011 as significant legatensitincluding the MAS litigation, are
expected to come to closure during 2012. Our géaedhadministrative expenses may fluctuate froniopeto period due to the timing and
scope of our activities as well as coordinatioaf activities with current and potential collaltora and strategic partners.

Interest Expenselnterest expense decreased by $95,000, or 19%hdagrear ended December 31, 2011 compared to the gariod in
2010 as we paid off $5,000,000 of our 7.00% Se@ummvertible Notes upon maturity in September 2011.

Gain on Investment in Auction Rate Securitiehere was no gain on investment in auction ratar#tés for the year ended
December 31, 2011 compared to $58,000 in the samedpin 2010. The auction rate securities werd soluly 2010.

Change in Fair Value and Gain from Warrant Exercigséet. The change in fair value and gain from exerciseafrants was $378,000
for the year ended December 31, 2011 compared,853800 for the same period in 2010. The decreb$8,975,000, or 91%, was primarily
due to the relative decrease in the Company’s gtack during the respective annual periods.

Debt Conversion CostsThere were no debt conversion costs for the gaded December 31, 2011 compared to $141,000dmaime
period in 2010 as there was no conversion of debgtity in 2011.

Reorganization Items Reorganization items for the year ended Decembe2(@®ll1 totaled $96,000 compared to $1,677,00Ch®iseme
period in 2010. Reorganization items include preif@sal advisory fees and other costs directly dased with our Chapter 11 bankruptcy
activities. The activities were largely completedidg 2010 resulting in lower expenses during tearyended December 31, 2011. We expect
costs related to reorganization items to be imnadtigr 2012.

Reorganization ltems—Related Party Incentive PlaAll Incentive Plan expenses during 2011 wereldeH in general and
administrative expense. Reorganization items ferytsar ended December 31, 2010 amounted to $6B2/0e paid $5,000,000 in cash and
accrued $1,932,000 for the value of the vestedgrmiof restricted stock under the Incentive Plaargo us emerging from bankruptcy under
the Bankruptcy Code.

Other Income (Expense), NetNet other expense was $99,000 for the year endedrblger 31, 2011 compared to other income of
$358,000 for the same period in 2010. Other exptars2011 was due primarily to Delaware franchise ©Other income for the year ended
December 31, 2010 included an award of two gramtthie aggregate sum of $489,000 under the Int&eaénue Service Qualifying
Therapeutic Discovery Projects Grant Program fer@vA2 and PAD programs.

Income Tax Benefit (Expense)There was no income tax benefit or expense foydtlae ended December 31, 2011 or 2010.
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Results of Operations—Year Ended December 31, 2088 compared to Year Ended December 31, 2009
The selected summary financial and operating datéeomillion for the years ended December 31, 2866 2009 were as follows:

Year Ended December 31, Increase (Decrease)
(dollars in thousand: 2010 2009 Amount %
Revenue
Product $ 30¢ $ — $ 30¢ —
License 867 — 867 —
Total revenue 1,17¢ — 1,17¢ —
Cost of revenue
Product 88 — 88 —
Total cost of revenu 88 — 88 —
Gross profil 1,08 — 1,08 —
Operating expense
Research and developmt 3,84¢ 2,34¢ 1,50z 64
Sales and marketir 2,851 45E 2,40z 52¢
General and administrati 8,98¢ 2,56z 6,422 251
Total operating expens 15,68¢ 5,36: 10,32¢ 19z
Loss from operation (14,602 (5,367%) (9,239 172
Interest incom 40 28 12 43
Interest expens (491 (1,697 1,20( (77)
Gain on investments in auction rate secur 58 — 58 —
Change in fair value and gain from warrant exeraiss 4,35: (12,10¢) 16,45¢ (13€)
Debt conversion cos (247 (819 67¢ (83
Reorganization item (1,677 (2,06€) 38¢ (19
Reorganization iten—related party incentive ple (6,932) — (6,932) —
Other income (expense), r 35¢€ (20 37¢ (1,890
Loss before income tax (19,039 (22,03)) 3,00: (19
Income tax benefit (expens — (12) 11 —
Net loss $(19,039) $(22,049) $ 3,01« (19

Product Revenue Product revenue was $308,000 for the year endedrbieer 31, 2010. We recognized product revenuéiyear
ended December 31, 2010 for sales of OVAL througbsDDiagnostics. OVA1 was launched on March 9024d thus there was no product
revenue for the year ended December 31, 2009.

License RevenueLicense revenue was $867,000 for the year endedrbieer 31, 2010. Under the terms of our secureddlirceedit
with Quest Diagnostics, $3,000,000 principal wagifeen upon the achievement of FDA approval for AVAhis amount is recognized as
license revenue over the period of sales exclysYitest Diagnostics received beginning on the O¥¢athmercialization date of March 9,
2010. Thus, there was no license revenue for the greded December 31, 2009.

Cost of Product RevenueCost of product revenue includes royalties on aktsspaid to JHU, as well as sample acquisitionland
qualification costs related to the testing of reddets for the assays included in OVA1 to ensheytmeet the specifications required for
inclusion. Product cost of sales was $88,000 ferysar ended December 31, 2010. There was no ftpstauct revenue for the year ended
December 31, 2009.

Research and Development Expenségesearch and development expenses representroastsed to develop our technology and carry
out clinical studies, and include personnel-rela®genses, regulatory costs,
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reagents and supplies used in research and devefagaoratory work, infrastructure expenses, iditlg allocated facility occupancy and
information technology costs, contract services @ther outside costs. Research and developmenhsgpalso include costs related to
activities performed under contracts with our dodleators and strategic partners. Research andaeweht expenses increased by $1,502,000,
or 64%, for the year ended December 31, 2010 cardparthe same period in 2009. This increase irdwd$774,000 increase in stock-based
compensation, a $454,000 increase in personndkdeéxpenses due to the increased headcounttedteniergence from bankruptcy under the
Bankruptcy Code, and a $137,000 increase in calidiom and clinical trial costs due to our devel@prmin other clinical aspects of ovarian
cancer as well as our intended-use study for PAIRSE items were partially offset by a $206,000 ekes in depreciation expense. Stbake(
compensation expense increased to $992,000 fyretreended December 31, 2010 compared to $21900@Pe same period in 2009.

Sales and Marketing Expense®©ur sales and marketing expenses consist primaripersonnel-related expenses, education and
promotional expenses, and infrastructure expemselsding allocated facility occupancy and inforimattechnology costs. These expenses
include the costs of educating physicians, laboygbersonnel and other healthcare professionatrdary OVAL. Sales and marketing
expenses also include the costs of sponsoringregng medical education, medical meeting partiégraand dissemination of scientific and
health economic publications. Sales and marketipgses increased by $2,402,000, or 528%, forehe gnded December 31, 2010 comp
to the same period in 2009. The increase was pitymdre to a $1,492,000 increase in personnel amdgnnel-related expenses, reflecting the
addition of fifteen sales and marketing employeethe year ended December 31, 2010, and a $54h6@&Ase in marketing expenses related
to the commercialization and launch of OVA1.

General and Administrative Expense&eneral and administrative expenses consist piynarpersonnel-related expenses, professional
fees and other costs, including legal, financeaswbunting expenses, and other infrastructure esggeincluding allocated facility occupancy
and information technology costs. General and athtnétive expenses increased by $6,422,000, or 2%d%he year ended
December 31, 2010 compared to the same perioddf. Zthe increase was primarily due to a $1,967i06@ase in legal, audit and tax related
services and a $573,000 increase in personnekdetatpenses. Personnel, consulting, legal, auditanrelated expenses increased due to
significant efforts to bring current all periodieports required by the Exchange Act upon our enmegyéom bankruptcy. Stock-based
compensation expense was $831,000 and $328,0@0«fgrears ended December 31, 2010 and 2009, resggdectnder the terms of the
Debtor’s Incentive Plan, we also incurred $3,030,86 related party incentive expenses during the gieded December 31, 2010 for the value
of the vested portions of restricted stock issued.

Interest Income Interest income increased by $12,000, or 43% heryear ended December 31, 2010, compared to the jgariod in
2009.

Interest Expenselnterest expense decreased by $1,200,000, or ti%hd year ended December 31, 2010, comparee: tsaitme period
in 2009. Interest expense in both periods consisterkly of interest related to our convertibleisemotes and long-term debt; however, total
debt outstanding at December 31, 2010 was $12,00@0mpared to $17,765,000 at December 31, 2009 @anchte of interest was reduced in
2010 compared to 2009.

Gain on Investment in Auction Rate Securitie§ain on investment in auction rate securities éot&58,000 for the year ended
December 31, 2010 compared to none in the samedpfeni 2009. The auction rate securities were soltlly 2010, eliminating our position
the investment.

Change in Fair Value and Gain from Warrant Exerciséet. The change in fair value and gain from exercisearfrants of $4,353,000
for the year ended December 31, 2010 was primdtéy/to the change in our stock price during the jfean ended. Effective January 1, 2009,
the adoption of the new accounting guidance reguttehe reclassification of certain outstandingnoaon stock warrants from stockholders’
deficit to liability, which further required re-msarement at the end of each reporting period.
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Debt Conversion CostsDebt conversion costs for the year ended DeceBihe2010 totaled $141,000 compared to $819,00¢hor
same period in 2009. During the year ended DeceBihe2009, we entered into exchange agreementshdth.50% and 7.00% Note holders
that included a more favorable conversion rate @mgbto the original conversion rates under thsesf the 4.50% and 7.00% Notes.

Reorganization Items Reorganization items for the year ended Decembge2(@®10 totaled $1,677,000 compared to $2,066,00thé
same period in 2009. Reorganization items includéegsional advisory fees and other costs direxdBociated with our Chapter 11 bankrug
activities.

Reorganization Items—Related Party Incentive PlaReorganization items for the year ended Dece®beP010 amounted to
$6,932,000. We paid $5,000,000 in cash and aclg82,000 for the value of the vested portionsesfricted stock under the Incentive Plan
prior to us emerging from bankruptcy under the Baptcy Code.

Other Income (Expense), NetNet other income was $358,000 for the year endemtidber 31, 2010 compared to $20,000 of expense
for the same period in 2009. Other income for tharyended December 31, 2010 included an awardo§tants for the aggregate sum of
$489,000 under the Internal Revenue Service Quadjffherapeutic Discovery Projects Grant Prograntfie OVA2 and PAD programs.

Income Tax Benefit (Expense)There was no income tax benefit or expense foydae ended December 31, 2010 compared to income
tax expense of $11,000 for the same period in 2B@®me tax expense in 2009 was due to foreignnirectaxes.

Liquidity and Capital Resources

On March 9, 2010, we commercially launched OVAL. Wik continue to expend resources in the selling enarketing of OVA1 and
developing additional diagnostic tests.

On February 18, 2011, we completed an underwrftibow-on public offering of our common stock for net pgeds of $20,206,000 af
deducting underwriting discounts and offering exqesn Our $5,000,000 of outstanding 7.00% NotedrdBeptember 2011 were paid in full.

We have incurred significant net losses and nega@sh flows from operations since inception. At&sber 31, 2011, we had an
accumulated deficit of $316,299,000 and stockhatdequity of $10,359,000. On December 31, 2011hae $22,477,000 of cash and cash
equivalents and $11,476,000 of current liabilitreduding $7,000,000 principal amount under a seduine of credit from Quest Diagnostics
due and payable on October 7, 2012.

We expect cash for OVA1 from Quest Diagnosticse@br only material, recurring source of cash ih20n order to continue our
operations as currently planned through 2013 agdridk we will need to raise additional capital. &ivthe above conditions, there is
substantial doubt about the Company’s ability totoaie as a going concern.

The consolidated financial statements have begraped on a going concern basis and do not inclogedjustments that might result
from these uncertainties.

The successful achievement of our business obgsctiill require additional financing and therefores, will need to raise additional
capital or incur indebtedness to continue to fundfature operations. We will seek to raise caghabugh a variety of sources, including the
public equity market, private equity financing, lablorative arrangements, licensing arrangementidpapublic or private debt.

Any additional equity financing may be dilutive stockholders, and debt financing, if available, rirasplve restrictive covenants. If we
obtain additional funds through arrangements wathaborators or strategic partners, we may be redub relinquish our rights to certain
technologies or products that we might otherwise
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seek to retain. Additional funding may not be aafalié when needed or on terms acceptable to ug Hresunable to obtain additional capital,
we may be required to delay, reduce the scope eliminate our sales and marketing and/or reseandhdevelopment activities.
Our future liquidity and capital requirements vdépend upon many factors, including, among others:

» resources devoted to establish sales, marketingliatrébution capabilities

» the rate of product adoption by physicians andepadi

* our determination to acquire or invest in otherduets, technologies and busines:

» the market price of our common stock as it afftieésexercise of stock options; a

» the insurance payer commur's acceptance of and reimbursement for OV

Cash and cash equivalents as of December 31, 2@lDecember 31, 2010 were $22,477,000 and $2208048spectively. At
December 31, 2011 and 2010, working capital was481771000 and $13,726,000, respectively.

Net cash used in operating activities was $15,581{0r the year ended December 31, 2011, resyttimgarily from operating losses
incurred as adjusted for a change in fair valugafants of $378,000 and n@ash license revenues of $454,000, partially ofige$3,286,00(
of stock-based compensation expense.

Net cash used in operating activities was $20,98b{0r the year ended December 31, 2010, resyttiimgarily from operating losses
incurred as adjusted for a change in fair valueafants and warrant exercises of $4,353,000 anecash license revenues of $867,000,
partially offset by $141,000 in debt conversiontsp$114,000 of depreciation and amortization, 2,800 of stock-based compensation
expense and $4,969,000 of Debtor’s Incentive Pamges with related parties. Net cash used in tipgractivities also decreased by
$3,803,000 of cash provided by changes in operatssgts and liabilities mainly driven by the $3,988 in reorganization items.

Net cash used in investing activities was $99,@QHe year ended December 31, 2011, due to tlehase of property and equipment.

Net cash provided by investing activities was $880,for the year ended December 31, 2010, primdtily to the proceeds from the sale
of investments of $465,000 and the maturity of ifeeate of deposit pledged as collateral on geledf credit of $60,000 partially offset by
$180,000 purchase of property and equipment.

Net cash provided by financing activities was $48,200 for the year ended December 31, 2011, wieishited primarily from net
proceeds of $20,206,000 in connection with our &atyr 2011 follow-on public offering partially offsby our $5,000,000 repayment of our
7.00% Senior Convertible Notes in September 2011.

Net cash provided by financing activities was $80,000 for the year ended December 31, 2010, wieishited primarily from net
proceeds of $42,782,000 in connection with our 4an@010 private placement, offset by $2,195,00@&payments of the 4.50% Notes and
$400,000 of the debtor-in-possession financing Witlest Diagnostics.
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Contractual Obligations

The following summarizes our contractual obligati@d December 31, 2011, including the extensiosuofAustin, TX principal facility
operating lease in March 2012, and the effect sintigations are expected to have on our liquiditg aash flow in future periods:

(in thousands) Total 2012 2013 Thereafter
Loan from Quest Diagnostics Ir@) $7,00( $7,00( — $ —
Interest payable on loan from Quest Diagnostics® 20z 20z — —
Noncancelable collaboration obligatic® 563 45( 11z —
Noncancelable operating lease obligati 161 121 40 —
Purchase obligatior — — = —
Total contractual obligatior $7,92¢ $7,77 $152 $ —

(1) Principal amounts, not including intere

(2) Based on outstanding principal balance and intea¢stas of December 31, 20

(3) The following are no-cancelable collaboration obligations: Researchabaolfation agreement with the Johns Hopkins Unitse&thool
of Medicine and Stanford Universit

Off-Balance Sheet Arrangements

As of December 31, 2011, we had no off-balancetslreangements that are reasonably likely to hamerient or future material effect
on our consolidated financial condition, result®pérations, liquidity, capital expenditures orit@pesources.

ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Pursuant to Item 305(e) of Regulation S-K, inforimrais not required.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Our consolidated financial statements, includingsmdidated balance sheets as of December 31, 2@il2G4.0, consolidated statements
of operations for the years ended December 31, 2612010, consolidated statements of changesdkistlders’ equity (deficit) and
comprehensive loss for the years ended Decemb&031, and 2010, consolidated statements of casls flor the years ended December 31,
2011 and 2010 and notes to our consolidated fiaastatements, together with a report thereon ofradependent registered public accounting
firm, dated March 26, 2012, are attached herejmgss F-1 through F-31.

ITEM9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedur

We maintain disclosure controls and proceduresatetiesigned to ensure that information requindaetdisclosed in the reports we file
or submit under the Exchange Act of 1934, is reedrgrocessed, summarized and reported withirinfeegeriods specified in the SEC's
rules and forms, and that such information is aadated and communicated to our management, inajualim Chief Executive Officer and
Principal Financial Officer, as appropriate, taalltimely decisions regarding required financiaaltbsure.
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An evaluation was performed under the supervisiamhwith the participation of our management, inagligdour Chief Executive Officer
and Chief Accounting Officer, of the effectivenedghe design and operation of our disclosure @stmnd procedures, as defined in Rule 13a-
15(e) and Rule 15d-15(e) under the Exchange Aaif B&ecember 31, 2011.

Based on that evaluation, our Chief Executive @ffiand Chief Accounting Officer have concluded mabf December 31, 2011 our
disclosure controls and procedures, as definedile B3a-15(e) and Rule 15(d)-15(e) under the Exgbaikct, were effective.

Management Report on Internal Control over Finandi&eporting

We are responsible for establishing and maintaiattieguate internal control over our financial réipgr We have assessed the
effectiveness of internal control over financigboeting as of December 31, 2011. Our assessmenbasesl on criteria set forth by the
Committee of Sponsoring Organizations of the Tremgd@ommission, or COSO, in Internal Control-IntegdaFramework.

Our internal control over financial reporting ipeocess designed to provide reasonable assurageeligg the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with gelyeaabepted accounting principles in the
United States of America (“U.S. GAAP”). Our intefwantrol over financial reporting includes thosdipies and procedures that:

(i) pertain to the maintenance of records that, inoealsle detail, accurately and fairly reflect o@nactions and dispositions of
assets

(i) provide reasonable assurance that transactioneeseded as necessary to permit preparation ofifiahstatements in accordar
with U.S. GAAP, and that our receipts and expemdgware being made only in accordance with authtioizs of our management
and board of directors; ai

(iii) provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, usedisposition of our asse
that could have a material effect on the finanstatements

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detmisstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdénaate because of changes in condition
that the degree of compliance with the policiepracedures may deteriorate.

Based on using the COSO criteria, management cdedlaur internal control over financial reportirgycd December 31, 2011 was
effective.

This Annual Report on Form 10-K does not includeatiastation report of our independent registerddlip accounting firm regarding internal
control over financial reporting. Management'’s asseent of the effectiveness of our internal cordka@r financial reporting as of

December 31, 2011, was not subject to attestatiayubindependent registered public accounting fiumsuant to rules of the United States
Securities and Exchange Commission (“SEC”) thatnitest smaller reporting company to provide only mg@ment’s report in this Annual
Report on Form 10-K.

Changes in internal control over financial reportip

There was no change in our internal control ovaairicial reporting that occurred during the quastedted December 31, 2011 that has
materially affected, or is reasonably likely to evally affect, our internal control over financiaporting.

ITEM 9B. OTHER INFORMATION
None.
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PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information regarding our Directors, committeésur Board of Directors, including our audit canittee and nominating and
corporate governance committee, our Director notitingrocess, and our Executive Officers appeaunimger the heading “Information
Regarding the Board of Directors, Committees anth@@te Governance,” “Management” and “Section 1Bgneficial Ownership Reporting
Compliance,” of our proxy statement relating to 2042 Annual Meeting of Stockholders to be heldone 7, 2012 (the “2012 Proxy
Statement”) is incorporated by reference.

Our code of ethics is applicable to all employésduding both our President and Chief Executivéid@f and Principal Financial Office
This code of ethics is publicly available on ourbsite at http://www.vermillion.com. If our Board kes any amendments to this code other
than technical, administrative or other non-sulistaramendments, or grants any waivers, includinglicit waivers, from a provision of this
code to any officer or person described in pardg(ap of Item 5.05 of Form 8-K, we will discloseethature of the amendment or waiver, its
effective date and to whom it applies on our websit

ITEM 11. EXECUTIVE COMPENSATION

The information appearing under the headings “Bd&awthpensation,” “Compensation Discussion and AnsfysExecutive Officer
Compensation,” “Corporate Governance—Compensatmmnr@ittee Interlocks and Insider Participation” dReport of the Compensation
Committee” of the 2012 Proxy Statement is incorpertdy reference.

ITEM12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information appearing under the heading “Ségc@ivnership of Certain Beneficial Owners and Maragnt” of the 2012 Proxy
Statement is incorporated by reference.

See the description regarding our equity compemsatians contained in the notes to our financetesbents, attached hereto.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information appearing under the heading “CerRglationships and Related Transactions” and fingion Regarding the Board of
Directors, Committees and Corporate Governancéfi®@®2012 Proxy Statement is incorporated by refaren

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information appearing under the heading “Ratfon of the Selection of the Independent Publicduinting Firm for Vermillion” of
the 2012 Proxy Statement is incorporated by referen
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(a) LIST OF DOCUMENTS FILED AS PART OF THIS REPOR

1. Financial Statemeni
The financial statements and notes thereto, ancefiwrt of the independent registered public actingriirm thereon, are set forth

on pages F-1 through F-31.

2. Exhibits
The exhibits listed in the accompanying index thikis are filed or incorporated by reference ag pathis Annual Report on

Form 10-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, therednlp authorized.

Vermillion, Inc.

Date: March 26, 201 /s/  GAIL S. PAGE
Gail S. Page
President and Chief Executive Officer
(Principal Executive Officer)

Date: March 26, 2012 /s/ ERICJ. SCHOEN
Eric J. Schoen
Chief Accounting Officer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of 1
registrant and in the capacities and on the dathsdted.

Name Title Date
/sl GAIL S. PAGE President and Chief Executive Offic March 26, 201:
Gail S. Page (Principal Executive Officer
/sl ERICJ. SCHOEN Chief Accounting Officer (Principal Financial March 26, 2012
Eric J. Schoen Officer)
/sl JAMESS. BURNS Chairman of the Board of Directors March 26, 2012

James S. Burns

/s/  JoHNF. HAMILTON Director March 26, 201:
John F. Hamilton

/s/ BRUCEA. H UEBNER Director March 26, 2012

Bruce A. Huebner

/s/ PeTERS. RobbDY Director March 26, 201:
Peter S. Roddy

/s CARL S EVERINGHAUS Director March 26, 2012
Carl Severinghaus

/s/  WiLLiam C. WALLEN , PH .D. Director March 26, 201:
William C. Wallen, Ph.D.
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Exhibit

Number

2.1

3.1

3.2
4.1

4.2

4.3

4.4

4.5

10.1
10.2
10.3
10.4

10.5

INDEX TO EXHIBITS

Incorporated by Reference

Exhibit Description Form
Findings of Fact, Conclusions of Law and Order @amhg 8-K

Debtor’s (Vermillion Inc.’s) Second Amended Plan of
Reorganization Under Chapter 11 of the BankruptogleC
dated January 7, 20:

Fourth Amended and Restated Certificate of Incapon of 8-K
Vermillion, Inc. dated January 22, 20

Third Amended and Restated Bylaws of Vermilliorg.!

Form of Vermillion, Inc.’s (formerly Ciphergen Bigstems, S-1/A
Inc.) Common Stock Certifica

Preferred Shares Rights Agreement between Vermijllicc. 8-A
(formerly Ciphergen Biosystems, Inc.) and ContiaéStock
Transfer & Trust Company dated March 20, 2!

Amendment to Rights Agreement between Vermilliore, | 8-K
(formerly Ciphergen Biosystems, Inc.) and WellsgeaBank,
N.A. dated July 22, 200

Second Amendment to Rights Agreement between Viomi  8-K
Inc. (formerly Ciphergen Biosystems, Inc.) and Wélargo
Bank, N.A. dated September 30, 2(

Third Amendment to Rights Agreement between Verarill 8-K
Inc. and Wells Fargo Bank, N.A., dated Septembe2007

1993 Stock Option Plan S-1
Form of Stock Option Agreement S-1/A

2000 Stock Plan and related form of Stock Optiome&gent: S-1/A
Amended and Restated 2000 Employee Stock PurchasétP 10-Q

Vermillion, Inc. 2010 Stock Incentive Plan # 8-K

58

File No. Exhibit
000-31617 2.1
000-31617 3.1
333-32812 4.1
00C-31617 4.2
000-31617 4.4
00C-31617 4.5
000-31617 10.1
33:-32812 10.3
33:-32812 10.4
33:-32812  10.5
000-31617 10.6
000-31617 10.1

Filing Date
January 12, 2010

January 25, 2010

August 24, 2000

March 21, 200:

July 28, 2005

October 4, 200!

September 12,
2007

March 20, 200(
August 24, 200t
August 4, 200(

November 14
2007

February 12,
2010

Filed

Herewith
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Exhibit

Number

10.6
10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

Incorporated by Reference

Exhibit Description Form
Ciphergen Biosystems, Inc. 401(k) Pla 1C-K
Securities Purchase Agreement by and an S1
Vermillion, Inc. and the purchasers party theredted
August 23, 200°
Form of Warran 1C¢-Q
Form of Securities Purchase Agreement between 8-K

Vermillion, Inc. and the purchasers party theredted
December 24, 200

Employment Agreement between Sandra A. Gardine 8-K
Vermillion, Inc. dated April 9, 2010

Employment Agreement between Gail S. Page 8-K
Vermillion, Inc. dated September 28, 201

Employment Agreement between Eric T. Fung and 8-K
Vermillion, Inc. dated September 28, 201

Form of Severance Agreement between key executive 8-K
employees and Vermillion, Inc.

Form of Proprietary Information Agreement betw: S-1/A
Vermillion, Inc. (formerly Ciphergen Biosystemsgclh

and certain of its employees

Consulting Agreement between Richard G. Taylor and 8-K
Vermillion, Inc. dated August 26, 200¢

MAS License Agreement with lllumeSys Pacific, Inc.
dated April 7, 199°

MAS License Agreement with Ciphergen Technolog  S-1
Inc. (formerly ISP Acquisition Corporation) dated
April 7, 1997

Settlement Agreement and Mutual General Release by 8-K
and among Vermillion, Inc. (formerly Ciphergen
Biosystems, Inc.), lllumeSys Pacific, Inc., Ciphamg
Technologies, Inc., Molecular Analytical Systens;.|
LumiCyte, Inc. and T. William Hutchens dated

May 28, 2003 -

S-1/A
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File No. Exhibit
00C-31617 10.7
335146354  10.57
00C-31617 10.51
000-31617 10.1
00C-31617 10.1
00C-34810 10.1
000-34810 10.2
000-31617 10.1
33:-32812 10.9
000-31617 10.1
333-32812 10.23
33:-32812 10.24
000-31617 99.2

Filing Date
March 22, 200t

September 27, 20(

November 14, 200
December 29, 2009
April 22, 2010
September 30, 201
September 30, 2010
August 29, 2008

August 24, 200!

August 29, 2008
August 24, 2000

August 24, 200!

June 11, 2003

Filed

Herewith
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Exhibit

Number

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

Exhibit Description
Assignment Agreement by and among Vermillion,
(formerly Ciphergen Biosystems, Inc.), lllumeSy<ife,
Inc., Ciphergen Technologies, Inc., Molecular Ariak
Systems, Inc., LumiCyte, Inc. and T. William Hutoke
dated May 28, 2003

License Agreement between Vermillion, Inc. (formerl
Ciphergen Biosystems, Inc.) and Molecular Analytica
Systems, Inc. dated May 28, 200

Collaborative Research Agreement between Unive
College London, UCL Biomedica plc and Vermilliongl
(formerly Ciphergen Biosystems, Inc.) dated
September 22, 2005

Distribution and Marketing Agreement betwe
Vermillion, Inc. (formerly Ciphergen Biosystemsglhanc
Ciphergen Biosystems KK dated March 24, 1

Strategic Alliance Agreement between Vermilliong.In
(formerly Ciphergen Biosystems, Inc.) and Quest
Diagnostics Incorporated dated July 22, 2

Amendment to Strategic Alliance Agreement betw
Vermillion, Inc. and Quest Diagnostics Incorporatieded
October 7, 200!

Amendment to Strategic Alliance Agreement between
Vermillion, Inc. and Quest Diagnostics Incorporatieded
November 10, 201

Amendment No. 5 to Strategic Alliance Agreementhy
among Vermillion, Inc. and Quest Diagnostics
Incorporated and Quest Diagnostics India Privateited,
dated April 2, 2011

Stock Purchase Agreement between Vermillion,
(formerly Ciphergen Biosystems, Inc.) and Quest
Diagnostics Incorporated dated July 22, 2
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Incorporated by Reference

Form File No. Exhibit
8-K 00C-31617 99.3
8-K 000-31617 99.4
10-K 00C-31617 10.54
S-1/A 33332812 10.26
8-K 000-31617 10.44
8-K 00C-31617 10.2
8-K 000-34810 10.1
10-Q 001-34810 10.1
8-K 00C-31617 10.45

Filing Date
June 11, 200

June 11, 2003

March 17, 200¢

September 22, 20(

July 28, 2005

October 21, 200

November 12, 201

May 10, 2011

July 28, 200¢

Filed

Herewith
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Exhibit
Number

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

Incorporated by Reference

Exhibit Description Form

Warrant between Vermillion, Inc. (formerly Cipherc  8-K
Biosystems, Inc.) and Quest Diagnostics Incorpdrate
dated July 22, 200

Amendment to Warrant between Vermillion, Inc. 8-K
(formerly Ciphergen Biosystems, Inc.) and Quest
Diagnostics Incorporated dated August 29, 2

Letter Agreement between Vermillion, Inc. and Quest S-1
Diagnostics Incorporated dated August 29, 2

Credit Agreement between Vermillion, Inc. (formerly 8-K
Ciphergen Biosystems, Inc.) and Quest Diagnostics
Incorporated dated Ju22, 200&

DebtorIn-Possession Credit and Security Agreen 8-K
between Vermillion, Inc. and Quest Diagnostics
Incorporated dated October 7, 2(

Memorialization Agreement between Vermillion, Inc. S-1
(formerly Ciphergen Biosystems, Inc.) and Quest
Diagnostics Incorporated dated January 12, :

Patent Security Agreement between Vermillion, Inc. 8-K
(formerly Ciphergen Biosystems, Inc.) and Quest
Diagnostics Incorporated dated July 22, 2

Asset Purchase Agreement between Vermillion, l4a
(formerly Ciphergen Biosystems, Inc.) and Bio-Rad
Laboratories, Inc. dated August 14, 2(

Amendment to Asset Purchase Agreement between S-1
Vermillion, Inc. (formerly Ciphergen Biosystemsclh

and Bio-Rad Laboratories, Inc. dated November 13,
2006
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File No. Exhibit
00C-31617 10.46

000-31617 10.2

333-146354 10.38

000-31617 10.47

00C-31617 10.1

333-146354 10.40

000-31617 10.48

00C-31617 Annex A

333-146354 10.47

Filing Date
July 22, 200t

August 29, 2007

September 27, 2007

July 28, 2005

October 21, 200

September 27, 2007

July 28, 2005

September 12, 20(

September 27, 2007

Filed

Herewith
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Exhibit

Number

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

Incorporated by Reference

Exhibit Description Form
Stock Purchase Agreement between Vermillion, S-1
(formerly Ciphergen Biosystems, Inc.) and Bio-Rad
Laboratories, Inc. dated November 13, 2

Transition Services Agreement between Vermilliort. I  S-1/A
(formerly Ciphergen Biosystems, Inc.) and Bio-Rad
Laboratories, Inc. dated November 13, 20(

Amendment No. 1 to Transition Services Agreement  S-1
between Vermillion, Inc. (formerly Ciphergen

Biosystems, Inc.) and Bio-Rad Laboratories, Indeda

May 11, 2007

Amendment No. 2 to Transition Services Agreement  S-1
between Vermillion, Inc. (formerly Ciphergen

Biosystems, Inc.) and Bio-Rad Laboratories, Inteda

June 15, 200

Manufacture and Supply Agreement between Vermill S-1/A
Inc. (formerly Ciphergen Biosystems, Inc.) and Bad
Laboratories, Inc. dated November 13, 20(

Amendment No. 1 to Manufacture and Supply Agree  S-1
between Vermillion, Inc. and Bio-Rad Laboratories.
dated August 27, 20C

Cross License Agreement between Vermillion, Inc. S-1/A
(formerly Ciphergen Biosystems, Inc.) and Bio-Rad
Laboratories, Inc. dated November 13, 20(

Sublicense Agreement between Vermillion, | S-1
(formerly Ciphergen Biosystems, Inc.) and Bio-Rad
Laboratories, Inc. dated November 13, 2

Letter Agreement between Vermillion, Inc. (formerly S-1
Ciphergen Biosystems, Inc.) and Bio-Rad Laborasorie
Inc. dated November 13, 20
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File No. Exhibit
33E-14635¢ 10.4¢
333-14635¢ 10.5¢
333-14635¢ 10.5C
333-14635¢ 10.51
33E-14635¢ 10.5¢
33E-14635¢ 10.5¢
333-14635¢ 10.5¢
33&-14635¢ 10.1:
333-14635¢ 10.5¢

Filing Date
September 27, 20(

November 27, 200

September 27, 20(

September 27, 20(

November 27, 200

September 27, 20(

November 27, 20(

September 27, 20!

September 27, 20!

Filed

Herewith
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Exhibit
Number

10.46

10.47

10.48

10.49

10.50

10.51

14.1

21.0
23.1

311

31.2

32.0

101.INS
101.SCF
101.CAL

Exhibit Description
Sublease Agreement between Vermillion, Inc. (fotgn
Ciphergen Biosystems, Inc.) and Bio-Rad Laborasotiec.
dated November 13, 200€

Exclusive Distribution Agreement between Vermilljdnc.
and Pronto Diagnostics Ltd., dated August 1, 2(

Consulting Agreement between Vermillion, Inc. andidz A
Huebner, dated June 17, 201

Consulting Agreement between Vermillion, Inc. armicH.
Fung, dated November 4, 201

Asset Purchase Agreement between Vermillion, Ind. a
Correlogic Systems, Inc., dated November 8, Z

Settlement Agreement and Release between Vermilian
and a third party, dated February 9, 201

Code of Ethics

Subsidiaries of Registra

Consent of PricewaterhouseCoopers LLP, Independent
Registered Public Accounting Fir

Certification of the Chief Executive Officer Pursiido
Section 302 of the Sarbal-Oxley Act of 200z

Certification of the Chief Accounting Officer Puest to
Section 302 of the Sarbar-Oxley Act of 200z

Certification of the Chief Executive Officer andi€h
Accounting Officer pursuant to 18 U.S.C. SectiobQ3as
adopted pursuant to Section 906 of the Sarb&ndsy Act of
2002

XBRL Instance Documer
XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docuntr
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10-Q

10-Q

8-K

Incorporated by Reference Filed
File No. Exhibit Filing Date Herewith
335-14635¢ 10.6( November 27
2007
001-3481( 10.1 August 9
2011
001-3481( 10.Z August 9
2011
001-3481( 10.1 November ¢
2011
i
i
001-3481( 14.1 December *
201C
i
i
i
i
1)
)
)
1)
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Incorporated by Reference

Exhibit File Filing Filed
Number Exhibit Description Form No. Exhibit Date Herewith
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh
101.LAB XBRL Taxonomy Extension Label Linkbase Docum QD
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent Q)

Attached as Exhibit 101 to this report are documémtmatted in XBRL (Extensible Business Reportiiagguage). Users of this data are
advised that, pursuant to Rule 406T of Regulation e interactive data file is deemed not filegart of a registration statement or
prospectus for purposes of Sections 11 or 12 oS#wmirities Act of 1933, as amended, is deemeélladtfor purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, aoithéswise not subject to liability under thesetigers.

(1) Furnished herewit

#  Management contracts or compensatory plan or agraegt.

1) Confidential treatment has been granted with redpetertain provisions of this agreement. Omiftedtions have been filed separat
with the SEC

tt Certain portions of this exhibit have been omitied filed separately with the SEC. Confidentiahtneent has been requested v
respect to such omitted portiol
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Report of Independent Registered Public Accountingrirm

To the Board of Directors and Stockholders of Vdiam, Inc.:

In our opinion, the consolidated financial statetadisted in the accompanying index present fairlyall material respects, the financial
position of Vermillion, Inc. and its subsidias€the “Company”) at December 31, 2011 and 2010,thadesults of their operations and their
cash flows for the years then ended in conformity wccounting principles generally accepted inWimited States of America. These financial
statements are the responsibility of the Compamadsagement. Our responsibility is to express aniopion these financial statements based
on our audits. We conducted our audits of thederstants in accordance with the standards of théd@bmpany Accounting Oversight Bo:
(United States). Those standards require that ewe ghd perform the audit to obtain reasonable assarabout whether the financial staterr
are free of material misstatement. An audit includeamining, on a test basis, evidence suppotti@gmounts and disclosures in the financial
statements, assessing the accounting principlesarst significant estimates made by managementeaaldating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

As discussed in Note 2 to the consolidated findrste&ements, the Company voluntarily filed for @tea 11 bankruptcy protection on
March 30, 2009 and subsequently emerged from batdywn January 22, 2010.

The accompanying financial statements have begraped assuming that the Company will continue gsiag concern. As described in Not

to the consolidated financial statements, the Camypbas incurred recurring losses and negative tawsis from operations and has debt
outstanding due and payable in October 2012, adlloth raise substantial doubt about its abilitg¢mtinue as a going concern. Management's
plans in regard to these matters are also desciibiddte 1. The financial statements do not incladg adjustments that might result from the
outcome of this uncertainty.

/ s/ PricewaterhouseCoopers LLP
Austin, Texas
March 26, 2012
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Vermillion, Inc.
Consolidated Balance Sheets
(Amounts in Thousands, Except Share and Par Vaineuhts)

December 31,

2011 2010
Assets
Current assett
Cash and cash equivalel $ 22,47 $ 22,91«
Accounts receivabl 99 13¢
Prepaid expenses and other current a 317 77¢
Total current asse 22,89¢ 23,82¢
Property and equipment, r 21€ 194
Other asset 2 12
Total asset $ 23,11 $ 24,03t
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $ 1,331 $ 99¢
Accrued liabilities 2,597 3,05¢
Shor-term debi 7,00( —
Convertible senior note — 5,00(
Deferred revenu 553 1,04¢
Total current liabilities 11,47¢ 10,10:
Non-current liabilities:
Long-term debi — 7,00(
Warrant liability — 37¢
Long-term deferred revent 1,22¢ 1,67¢
Other liabilities 52 25¢
Total liabilities 12,75: 19,41¢
Commitments and contingencies (Note
Stockholder’ equity:
Preferred stock, $0.001 par value, 5,000,000 star®rized, none issued and outstandir
December 31, 2011 and 20 — —
Common stock, $0.001 par value, 150,000,000 slaartb®rized; 14,900,831 and 10,657,564 sh
issued and outstanding at December 31, 2011 an@l 28dpectively 15 11
Additional pait-in capital 326,79t 303,27(
Accumulated defici (316,299 (298,509
Accumulated other comprehensive | (153) (15€)
Total stockholderl equity 10,35¢ 4,61¢
Total liabilities and stockholde’ equity $ 23,11: $ 24,03

See accompanying Notes to Consolidated Financiaé®ents

F-2



Table of Contents

Vermillion, Inc.

Consolidated Statements of Operations
(Amounts in Thousands, Except Share and Per ShauAts)

Year Ended December 31,

2011
Revenue
Product $ 1,46¢
License 454
Total revenue 1,92:
Cost of revenue
Product 12¢
Total cost of revenu 12¢
Gross profil 1,794
Operating expense
Research and developm«® 5,38
Sales and marketir@ 5,53¢
General and administrati\® 8,50¢
Total operating expens 19,43t
Loss from operation (17,64
Interest incomt 64
Interest expens (396€)
Gain on investments in auction rate secur —
Change in fair value and gain from warrant exeraiss 37¢
Debt conversion cos —
Reorganization item (96)
Reorganization iten—related party incentive ple —
Other income (expense), r (99
Loss before income tax (27,790
Income tax benefit (expens —
Net loss $ (17,790
Net loss per sha—basic and dilute: $ (1.29
Weighted average common shares used to compuedasdiluted net loss per common sk 14,249,57
Non-cash stoc-based compensation expense included in operatipgnses
(1) Research and developm $ 68€
(2) Sales and marketir 15¢
(3) General and administrati' 2,44¢

See accompanying Notes to Consolidated Financiaé®ents
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2010

30¢
867

1,17¢

88
88

1,08

3,84¢
2,85i
8,98¢

15,68¢

(14,607)
40
(491)
58
4,35:
(141)
(1,677)
(6,937)
35¢

(19,039

$ (19,039

$ (1.89)
10,404,74

$

992
77
3,86¢
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Vermillion, Inc.

Consolidated Statements of Changes in Stockholder&quity (Deficit) and Comprehensive Loss
(Amounts in Thousands, Except Share Amounts)

Accumulated

Common Stock . Other
Additional Accumulated Comprehensive Total Comprehensive
Paid-In Stockholders’
Shares Amount Capital Deficit Loss Equity (Deficit) Loss
Balance at December 31, 20C 7,918,70! 8 252,19¢ (279,47 (46) (27,317)
Net loss — — — (19,039 — (19,039 $ (19,039
Change in unrealized gain(loss) on auction ra
securities — — — — (119 (119 (119
Foreign currency translation adjustm — — — — 9 9 9
Comprehensive los — $ (19,149
Common stock issued in conjunction with priv
placement sale, net of issuance c 2,327,86! 2 42,78( — — 42,78
Common stock issued in conjuntion with exec
of stock options 21,08: — 42 — — 42
Warrant exercises, net of issuance t 46,97: — 92¢ — — 92¢€
Conversion of convertible senior notes, net of
issuance cos 16,28: — 45¢ — — 45¢
Common stock issued for debtor's incentive | 226,90:- — 4,96¢ — — 4,96¢
Common stock issued for restricted stock aw: 99,74¢ 1 585 — — 53¢
Stock compensation char — — 1,364 — — 1,364
Balance at December 31, 2010 10,657,56. 11 303,27( (298,509 (15€) 4,61¢
Net loss — — — (17,790 — (17,790 $ (17,790
Foreign currency translation adjustm — — — — 3 3 3
Comprehensive los $ (17,78))
Common stock issued in conjunction with follc
on public offering, net of issuance co 4,000,001 4 20,20: — — 20,20¢
Common stock issued in conjuntion with execise
of stock options 21,83 — 34 — — 34
Common stock issued for debtor's incentive | 75,637 — 1,65¢€ — — 1,65¢
Common stock issued for restricted stock aw. 145,79 — 587 — — 587
Warrants issued for servic — — 4 — — 4
Stock compensation char — — 1,042 — — 1,042
Balance at December 31, 201 14,900,83 $ 15 $ 326,79 $ (316,299 $ (15%) $ 10,35¢

See accompanying Notes to Consolidated Financiaé®@ients
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Vermillion, Inc.
Consolidated Statements of Cash Flows
(Amounts in Thousands)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Gain on sale of investmer
Change in fair value and gain from warrant exeraiss
Common stock issued for debtor's incentive plah nétated partie
Non-cash license revent
Debt conversion cos
Loss on sale and disposal of property and equip
Depreciation and amortizatic
Stocl-based compensation expel
Warrants issued for servic
Changes in operating assets and liabilit
Decrease (increase) in accounts receiv
Decrease (increase) in prepaid expenses and athrentasset
Decrease (increase) in other as
Increase in accounts payable and accrued liali
Increase (decrease) in deferred reve
Decrease in other liabilitie
Reorganization item
Net cash used in operating activit
Cash flows from investing activities:
Proceeds from sales of investme
Proceeds from sale of property and equipn
Purchase of property and equipm
Proceeds from maturity of CD pledged as collaterelletter of credi
Net cash (used in) / provided by investing acts
Cash flows from financing activities:
Repayment of debt-in-possession loan financit
Principal repayment of 7.00% convertible senioes
Principal repayment of 4.50% convertible senioes
Proceeds from sale of common stock, net of issuansts
Proceeds from issuance of common stock from exenfistock option
Costs related to issuance of common stock fromamexercise
Issuance costs related to conversion of conversidigor note:
Net cash provided by financing activiti
Effect of exchange rate changes on cash and casve&nts
Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of
Cash and cash equivalents, end of )

Supplemental disclosure of cash flow information:

Cash paid during the period for:
Interest
Income taxe:

Non-cash investing and financing activities:
Principal reduction from conversion of senior canibdée notes
Principal reduction from forgiveness of Quest seddime of credi
Issuance of common stock from warrant exer

Year Ended December 31,

2011

$ (17,790

@79)

(459)

77
3,28¢
4

37
462

1C

252

(497)

(207)

(384)
(15,582)

(©99)

(99

(5,000

20,20¢
34

15,24(
-3
(437)

22,91«

$ 2247

Issuance of common stock from conversion of priakcgmd interest for senior convertible nc —

See accompanying Notes to Consolidated Financiaé®ients
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2010
$ (19,039

(58)
(4,359
4,96¢
(867)
141

56
114
1,90¢

(136)

(385)

(129
63
592

(3,9_25)
(20,93%)

465
5
(180)
6C
35¢

(400)

(2,199
42,78:

42

(139
(49
40,05(
9
19,47:
3,44(

$ 2291
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Vermillion, Inc.
Notes to Consolidated Financial Statements

NOTE 1: B ASIS OF P RESENTATION AND S UMMARY OF S IGNIFICANT A CCOUNTING AND R EPORTING P OLICIES
Organization

Vermillion, Inc. (“Vermillion”; Vermillion and itswholly-owned subsidiaries are collectively refertedas “we” or the “Company”) is
incorporated in the state of Delaware, and is eadag the business of developing and commerciaidiagnostic tests in the fields of
oncology, cardiology and women’s health. On MarcB®L0, we commercially launched OVA1 ovarian tutnage test (“OVAL"). As
discussed in Note 4, we distribute OVA1 through uRagnostics, which has the non-exclusive rigitcdmmercialize OVA1 on a worldwide
basis, with exclusive commercialization rights aclke exclusive territory, beginning on the date OM#ds first commercialized and ending on
the fifth anniversary of the date that OVA1 wasacéal by the FDA, with the right to extend the esolity period for one additional year. Thi
exclusive territories include the United Stateslian Mexico, and the United Kingdom.

On August 1, 2011, we entered into an Exclusiverbigtion Agreement (the “Pronto Agreement”) witloRto Diagnostics Ltd. (“Pronto
Diagnostics”). Pursuant to the Pronto Agreemerdanfr Diagnostics will have the exclusive right tetdbute OVAL in Israel and areas under
Palestinian control for a certain period of timespscified in the Pronto Agreement, provided tlranBb Diagnostics achieves certain minim
sales of OVA1 to maintain the exclusive distribatiights.

On December 19, 2011, we completed the purchaselstantially all of the assets of Correlogic Systelnc. (“Correlogic”) for
$435,000. The purchase included certain documédigtgnostic samples and intellectual property owlmgdnd licensed to Correlogic in
connection with Correlogic’s ovarian cancer diadinssbusiness, including a diagnostic test undemtime “OvaCheck? ” for the detection
of ovarian cancer. The purchase was expensed dilméngear ended December 31, 2011 as the asseiiseatyill be consumed in research i
development activities, with no alternative futuse.

Liquidity
On March 9, 2010, we commercially launched OVAL. Wikt continue to expend resources in the selling enarketing of OVA1 and
developing additional diagnostic tests.

On February 18, 2011, we completed an underwrftibow-on public offering of our common stock for net pgeds of $20,206,000 af
deducting underwriting discounts and offering exqen Our $5,000,000 of outstanding 7.00% Notesrd8eptember 2011 were paid in full.

We have incurred significant net losses and negatash flows from operations since inception. Ac&eber 31, 2011, we had an
accumulated deficit of $316,299,000 and stockhatdequity of $10,359,000. On December 31, 2011haet $22,477,000 of cash and cash
equivalents and $11,476,000 of current liabilitresduding $7,000,000 principal amount under a seduine of credit from Quest Diagnostics
due and payable on October 7, 2012.

We expect cash for OVAL from Quest Diagnosticsembr only material, recurring source of cash it20n order to continue our
operations as currently planned through 2013 agdrimt we will need to raise additional capital. &ivthe above conditions, there is
substantial doubt about the Company’s ability totoae as a going concern. The consolidated firsustatements have been prepared on a
going concern basis and do not include any adjustisritbat might result from these uncertainties.

The successful achievement of our business obgsctinll require additional financing and therefores, will need to raise additional
capital or incur indebtedness to continue to fuadfature operations. We will seek
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to raise capital through a variety of sources,uduig the public equity market, private equity ficang, collaborative arrangements, licensing
arrangements, and/or public or private debt.

Any additional equity financing may be dilutive stockholders, and debt financing, if available, rirasplve restrictive covenants. If we
obtain additional funds through arrangements wathaborators or strategic partners, we may be redub relinquish our rights to certain
technologies or products that we might otherwisk $e retain. Additional funding may not be avaiéatvhen needed or on terms acceptable to
us. If we are unable to obtain additional capitsd,may be required to delay, reduce the scope elfiminate our sales and marketing and/or
research and development activities.

Principals of Consolidatior

The consolidated financial statements include tlo®ants of the Company and its wholly-owned subsiés. All intercompany
transactions have been eliminated in consolidation.

Basis of Presentatiol

The Financial Accounting Standards Board’s (“FASB&counting Standards Codification (“ASC” or “Coidétion”) 852,
“Reorganizations” applied to our financial statetsemhile we operated under the provisions of Chrapte ASC 852 does not change the
application of generally acceptable accountinggipies in the United States of America (“U.S. GAARY the preparation of financial
statements. However, for periods including and sgbsnt to the filing of the Chapter 11 petition,\852 does require that the financial
statements distinguish transactions and eventsatkalirectly associated with the reorganizatiemfthe ongoing operations of the business.
Accordingly, certain expenses that were realizedhaurred during the Chapter 11 proceedings haea b&assified as “reorganization itentsy
the accompanying consolidated statements of opesati

Use of Estimates

The preparation of consolidated financial stateménticcordance with U.S. GAAP requires managetoemake estimates and
assumptions that affect the amounts reported icdhsolidated financial statements and accompamyates. The primary estimates underly
our consolidated financial statements include aggiams regarding variables used in calculatingféirevalue of our equity awards, income
taxes and contingent liabilities. Actual resultsiicdodiffer from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash andyHighld investments with maturities of three mantir less from the date of purchase,
which are readily convertible into known amountsa$h and are so near to their maturity that thegemt an insignificant risk of changes in
value because of interest rate changes. Highlydiqwestments that are considered cash equivaiedisde money market funds, certificates
of deposits, treasury bills and commercial papae Farrying value of cash equivalents approximfaiesvalue due to the shoerm maturity o
these securities.

Fair Value Measurement

ASC 820, “Fair Value and Measurements” definesvalue as the exchange price that would be recdean asset or paid to transfer a
liability (an exit price) in the principal or moatlvantageous market for the asset or liabilitynmederly transaction between market
participants on the measurement date. ASC 820ealsdlishes a fair value hierarchy which requiresuatity to maximize the use of observe
inputs and minimize the use of unobservable inpdiisn measuring fair value. The standard descrhireg tevels of inputs that may be used to
measure fair value:
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Level 1—Quoted prices in active markets for idegltezssets or liabilities.

Level 2—Observable inputs other than Level 1 prices sudfuased prices for similar assets or liabilitiegpted prices in markets that
not active, or other inputs that are observableaorbe corroborated by observable market dataufustantially the full term of the assets
or liabilities.

Level 3—Unobservable inputs that are supportedttdy br no market activity and that are signifitémthe fair value of the assets or
liabilities.

If a financial instrument uses inputs that faltifferent levels of the hierarchy, the instrumeiilt the categorized based upon the lowest
level of input that is significant to the fair valgalculation.

Concentration of Credit Risk

Financial instruments that potentially subjectais ttoncentration of credit risk consist of casth emsh equivalents and accounts
receivable. We maintain the majority of our casti eash equivalents in recognized financial indthg in the United States. We also maintain
cash deposits with banks in China and Japan. We hatvexperienced any losses associated with quasite of cash and cash equivalents. We
do not invest in derivative instruments or engagkadging activities.

Our accounts receivable are derived from sales radecustomer located in North America. We perfemgoing credit evaluations of
our customer’s financial condition and generallyndd require collateral. We maintain an allowanmedoubtful accounts based upon the
expected collectability of accounts receivable. @oounts receivable at December 31, 2011 and &0d @evenues for the years then ended
are from one active customer.

Property and Equipmen

Property and equipment are carried at cost leasnaglated depreciation and amortization. Propertyeguipment are depreciated using
the straight-line method over the estimated udefes, generally three to five years. Leaseholdronpments are amortized using the straight-
line method over the shorter of the estimated udiéuof the asset or the remaining term of thaske. Maintenance and repairs are charged to
operations as incurred. Upon sale or retiremeatséts, the cost and related accumulated depoecat removed from the balance sheet and
the resulting gain or loss is reflected in operatio

Property and equipment are reviewed for impairmdrgn events or changes in circumstances indicateatrying amount of an asset
may not be recoverable. If property and equipmestansidered to be impaired, an impairment lossdegnized.

Revenue Recognitio

Product Revenué&Ve derive our product revenues from sales of OM&ugh Quest Diagnostics. We recognize productmess for
tests performed when the following revenue recaogmitriteria are met: (1) persuasive evidence dinadrrangement exists; (2) delivery has
occurred or services have been rendered; (3) thisfizxed or determinable; and (4) collectabilgyreasonably assured. Accounts receivable
from Quest Diagnostics Incorporated (“Quest Diagine¥ totaled $85,000 and $121,000 at DecembeB811 and 2010, respectively.
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License Revenuender the terms of the secured line of credit V@tiest Diagnostics, portions of the borrowed priatgmounts may be
forgiven upon our achievement of certain milestamating to the development, regulatory approval @mmercialization of certain
diagnostic tests (see Note 4). We account for ¥emgess of principal debt balances as license regover the term of the exclusive sales
period that Quest Diagnostics receives upon comalaation of an approved diagnostic test as waalothave a meaningful history of product
sales that provides a reasonable basis for estighatture product sales. We recognized licensemay®n a straight-line basis over the ge&u
period of Quest Diagnostics’ sales exclusivity begig on OVA1 commercialization date of March 91@@hrough November 10, 2010. On
November 10, 2010, the period of Quest Diagnc’ sales exclusivity for OVA1 was amended for up te¢hadditional years. Accordingly, 1
balance of the principle amount forgiven at Novenil® 2010 is recognized as license revenue ora@bt-line basis over the amended term
of exclusivity for OVA1 ending in September 201Hirdugh December 31, 2011, a total of $3,000,00(kas forgiven by Quest Diagnostics
based upon milestone achievement.

Research and Development Co

Research and development costs are expensed aethdResearch and development costs consist plyno&payroll and related costs,
materials and supplies used in the developmenéwfproducts, and fees paid to third parties thatioot certain research and development
activities on our behalf. In addition, acquisitiarfsassets to be consumed in research and develd@reeexpensed as incurred as research anc
development costs. Software development costsriedun the research and development of new produetexpensed as incurred until
technological feasibility is established.

Stock-Based Compensation

We record the fair value of non-cash stock-basedpemsation costs for stock options and stock pgeehights related to our 2010 Stock
Incentive Plan (the “2010 Plan”) and 2000 StockiRtae “2000 Plan”). We estimate the fair valuestafck options using a Black-Scholes
option valuation model. This model requires theutnpf subjective assumptions including expectedksfwrice volatility, expected life and
estimated forfeitures of each award. We use tlaég$ti-line method to amortize the fair value over vesting period of the award. These
assumptions consist of estimates of future maretlitions, which are inherently uncertain, and ¢fi@re are subject to management’s
judgment.

The expected life of options is based on historilzah of our actual experience with the optionshavee granted and represents the period
of time that the options granted are expected toutgtanding. This data includes employees’ exjgeexercise and post-vesting employment
termination behaviors. The expected stock pricatidy is estimated using a combination of histatiand peer group volatility for a blended
volatility in deriving the expected volatility agaption. We made an assessment that blended viglagilimore representative of future stock
price trends than just using historical or peewugroolatility, which corresponds to the expectéel &if the options. The expected dividend yield
is based on the estimated annual dividends thaxpect to pay over the expected life of the optama percentage of the market value of our
common stock as of the grant date. The risk-fresrést rate for the expected life of the optiorentgd is based on the United States Treasury
yield curve in effect as of the grant de

We also record the fair value of non-cash stoclebba@a®mpensation costs for equity instruments issu@dn-employees. We recalculate
costs for these options each reporting period ugiBtack-Scholes option valuation model. Becauseegalculate these costs each reporting
period, changes in assumptions used in our calonktincluding changes in the fair value of oumooon stock, can result in significant
changes in the amounts we record from one repopinipd to another.
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Contingencies

We account for contingencies in accordance with ASQ Contingencies (“ASC 450”). ASC 450 requirest iin estimated loss from a
loss contingency shall be accrued when informaaicailable prior to issuance of the financial stagata indicates that it is probable that an
asset has been impaired or a liability has beauriad at the date of the financial statements amelvthe amount of the loss can be reasonably
estimated. Accounting for contingencies such aallagd contract dispute matters requires us t@usgudgment. We believe that our accruals
for these matters are adequate. Neverthelesscthal $oss from a loss contingency might diffemfrour estimates.

Income Taxes

We account for income taxes using the liability Inoet. Under this method, deferred tax assets abilifies are determined based on the
difference between the financial statement andakédases of assets and liabilities using the otitexx laws and rates. A valuation allowanc
established when necessary to reduce deferredsatsato the amounts more likely than not expdotée realized.

Financial Interpretation (“FIN”) 48, “Accounting f@Jncertainty in Income Taxes”, (codified primarity FASB ASC Topic 740-10-50,
“Accounting for Uncertainty in Income Taxes") clges the accounting for uncertainty in income tasexognized in the financial statements in
accordance with Statement of Financial Accountitan&ards (“SFAS”) 109, “Accounting for Income Takésodified primarily in FASB AS(
Topic 740, Income Taxes). ASC Topic 740-10-50 plesithat a tax benefit from an uncertain tax pmsithay be recognized when it is more
likely than not that the position will be sustainggzbn examination, including resolutions of anyatetl appeals or litigation processes, based or
the technical merits. Income tax positions musttrageore likely than not recognition thresholdree effective date to be recognized upon the
adoption of ASC Topic 740-10-50 and in subsequeribgs. This interpretation also provides guidamceneasurement, derecognition,
classification, interest and penalties, accounitingterim periods, disclosure and transition.

We recognize interest and penalties related tocagmized tax benefits within the interest expemseand other expense line,
respectively, in the consolidated statement of ajp@ns. Accrued interest and penalties are inclwdéuin the related liability lines in the
consolidated balance sheet.

Foreign Currency Translation

The functional currency of Ciphergen Biosystems Kyholly owned subsidiary, is the Japanese yeno#tingly, all balance sheet
accounts of this operation are translated into ééh8tates dollars using the current exchangematéfact at the balance sheet date. The
expenses of Ciphergen Biosystems KK are transladedy the average exchange rates in effect duniegeriod, and the gains and losses from
foreign currency translation are recorded in acdated other comprehensive loss.

The functional currency of all other foreign opéas is the United States dollar. Accordingly,falieign currency denominated monet
assets and liabilities of these foreign operatemesremeasured in United States dollars at exchatge in effect at the balance sheet date and
non-monetary assets and related elements of expeasemeasured using historical rates of exchdngeme and expense elements are
remeasured in United States dollars using averagfgaage rates in effect during the period. Gairtslasses from the foreign currency
transactions of these subsidiaries are recordethas income (expense).

Other Income

On November 2, 2010, we received notice of an awétdo grants for the aggregate sum of $489,0afeuthe Internal Revenue Service
Qualifying Therapeutic Discovery Projects Grantd?am for our ongoing cancer related and periphatatial disease (“PAD”) programs. The
grant relates to fiscal 2010 expenditures and wasded to therapeutic or diagnostic discovery mtgj¢hat show a reasonable potential to
result in new therapies or diagnostic tests thdtesb areas of unmet medical need or that predetsct or treat chronic or acute diseases and
conditions. These grants were included in otheorime for the year ended December 31, 2010 and weozded as other current assets at
December 31, 2010. We received payment for them@tgon February 3, 2011.
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Accumulated Other Comprehensive La

Accumulated other comprehensive loss consists ifalized gain (losses) from available-for-sale sées and foreign currency
translation adjustment.

Net Loss Per Shar

Basic net loss per share is computed by dividimgntst loss by the weighted average number of constumk shares outstanding during
the period. Diluted loss per share is computedibiglidg the net loss by the weighted average nunobeommon stock shares adjusted for the
dilutive effect of common stock equivalent sharatstanding during the period. Common stock equinsleonsist of convertible senior notes
(using the “as if converted” method), stock optiarstricted stock units and stock warrants. Cometprivalent shares are excluded from the
computation in periods in which they have an aiititie effect on earnings per share.

Fair Value of Financial Instruments

Financial instruments include cash and cash et marketable securities, accounts receivabbeuats payable, accrued liabilities,
convertible senior notes and the amount owed atarsd line of credit with Quest Diagnostics. Thaneated fair value of financial
instruments has been determined using availableehaxformation or other appropriate valuation noethlogies. However, considerable
judgment is required in interpreting market datdewelop estimates of fair value; therefore, thereges are not necessarily indicative of
amounts that could be realized or would be paml éarrent market exchange. The effect of usingdbfiit market assumptions and/or
estimation methodologies may be material to thienagéed fair value amounts. The carrying amountsash and cash equivalents, accounts
receivable, accounts payable and accrued lialsildre at cost, which approximates fair value dudeshort maturity of those instruments. We
believe the fair value of our debt at December2®1,1 approximates its carrying value due to thetgkom to the debt’'s maturity in October
2012 and variable rate of interest (prime plus Q.5%

Certain of our outstanding warrants are classiigdiabilities in accordance with ACS 815 “Derivats and Hedging”. We fair value
these stock warrants at each reporting period, thighchanges in fair value recognized in our cadatéd statement of operations. We fair
value the warrants using a Black Scholes valuatiodel. Since the outstanding common stock warranet$air valued at the end of each
reporting period, any change in the underlying ag#ions to the Black Scholes valuation model, ideig the volatility and price of our
common stock, may have a significant impact oncaunsolidated financial statements.

Segment Reportin
We operate one reportable segment, novel diagnests.

NOTE 2: C HAPTER 11 B ANKRUPTCY

On March 30, 2009, we filed a voluntary petitiom felief under Chapter 11 in the Bankruptcy CoWe operated our business and
managed our properties as debtors in possessiar theljurisdiction of the Bankruptcy Court andattordance with the applicable provisions
of the Bankruptcy Code and orders of the Bankrugtoyrt. On January 22, 2010, we emerged from bgmé&ywnder Chapter 11 and our
Bankruptcy Filing was formally closed on January 2@12.

Financial Statement Presentation

Our consolidated financial statements have beepapee in accordance with ASC 852, “ReorganizatiddSC 852) and on a going-concern
basis, which contemplates continuity of operatioaalization of assets and liquidation of liabdgiin the ordinary course of business.
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Reorganization Item:

Professional advisory fees and other costs directhpciated with our reorganization are reportpdrsgely as reorganization items
pursuant to ASC 852. Professional fees includel egs undertaken as part of the reorganizationgs®. Certain actions within the nDebtor
companies have occurred as a result of the Chaptbankruptcy proceedings. In addition, we haveeradjustments to the carrying value of
certain pre-petition liabilities. The costs asstedawith these actions are also reported as re@a@i#om items. The reorganization items in the
consolidated statement of operations at Decemhe2(@®i1l and 2010 consisted of the following items:

Year Ended December 31,

(in thousands) 2011 2010
Debtors reorganization iten
Professional fees associated with bankruptcy prdinge $ 80 $ 92¢
Related party incentive ple — 6,932
Debtors reorganization iten $ 80 $ 7,86(
Non-Debtors reorganization iten
Professional fees associated with bankruptcy pdinge $ 16 $ 74¢
Total reorganization itenr $ 96 $ 8,60¢

Plan of Reorganizatior

On January 7, 2010, the Bankruptcy Court issuezhfircnation order approving our Plan of Reorgarn@atThe Plan of Reorganization
contemplates the reorganization of the Companytlaadischarge of all outstanding claims againstiatetests in the Company. Pursuant to
the Plan of Reorganization, as confirmed, eachdradflan allowed priority claim received cash inaanount equal to such allowed claim. The
secured claim arising from the Quest Diagnosticsiga line of credit was reinstated and unimpaikélders of the outstanding 4.50%
Convertible Senior Notes due in 2009 received therent of $2,195,000 of principal, $140,000 of udpaterest and 9,044 shares of common
stock in exchange of their claims. $5,000,000 ingipal of the outstanding 7.00% Convertible SeMNotes due in 2011 were reinstated.
Holders of unpaid interest on previously conveitdiD% Notes received $362,000 in cash and 7,23@shelated to the unpaid interest of the
7.00% Notes. All holders of allowed general unsedwlaims elected to receive cash and were entitlée paid in full.

On January 22, 2010, the confirmation order isswethe Bankruptcy Court approving our Plan of Remigation became final and all
conditions precedent to January 22, 2010 werefigatior waived. Accordingly, we emerged from bankay under Chapter 11 and reinstated
our common stock, par value $0.001. Our Bankrupitipg was formally closed on January 19, 2012.

NOTE 3: R ECENT A CCOUNTING P RONOUNCEMENTS

Fair Value Measurement—In April 2011, the FASB &dwmew guidance to achieve common fair value measemt and disclosure
requirements between GAAP and International FireriReporting Standards. This new guidance amengsrdufair value measurement and
disclosure guidance to include increased transpgraround valuation inputs and investment categtitn. The new guidance is effective for
fiscal years and interim periods beginning aftec&eber 15, 2011. We do not believe the adopticdhehew guidance will have an impact on
our consolidated financial position, results of igpens or cash flows.

Comprehensive Income—In June 2011, the FASB isaeedguidance on the presentation of comprehensoanie. Specifically, the
new guidance allows an entity to present compon&met income and other comprehensive income éncamtinuous statement, referred to as
the statement of comprehensive income,
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or in two separate, but consecutive statementsnéhleguidance eliminates the current option to repiher comprehensive income and its
components in the statement of changes in equityjlethe new guidance changes the presentatioornpoehensive income, there are no
changes to the components that are recognized inceme or other comprehensive income under ctieerounting guidance. We will adopt
this pronouncement in the first quarter of 2012{ &nvill have no effect on our financial positiongsults of operations or cash flows but it will
impact the way we present comprehensive income.

NOTE 4: STRATEGIC A LLIANCE WITH Q UEST D IAGNOSTICS | NCORPORATED

Quest Diagnostics is a significant holder of oumawon stock. On July 22, 2005, we entered intoatesgic alliance agreement (the
“Strategic Alliance Agreement”) with Quest Diagnostto develop and commercialize up to three diagadests from our product pipeline
(the “Strategic Alliance”). The Strategic Allianégreement was set to expire on the earlier oh@)three-year anniversary of the agreement,
which was July 22, 2008, and (ii) the date on witierest Diagnostics commercializes three diagnossics. On July 21, 2008, the Strategic
Alliance Agreement was amended to extend the tdriimeoagreement to end on the earlier of (i) Septmi, 2008 and (ii) the date on which
Quest Diagnostics commercializes three diagnossitst On October 24, 2008, the Strategic AlliangeeAment was amended to extend the
term of the agreement to end on the earlier d¢ptember 1, 2009 and (ii) the date on which QD&gjnostics makes its third development
election. On October 7, 2009, the Strategic AllmAgreement was amended to extend the term ofgileement to end on the earlier of
(i) October 7, 2012 and (ii) the date on which Quiagnostics makes its third development elect®n.November 10, 2010, we further
amended the Strategic Alliance Agreement to givespDiagnostics the exclusive right to commerc&al/Al for two additional years from
the period as specified in the Strategic Allianggeement, with an option to extend such exclusargog in its sole discretion for one
additional year, and to establish royalties, fa@sl other payments related to the performance ADVo date, Quest Diagnostics has sele
two diagnostic tests to commercialize, our peripharterial disease blood test (“VASCLIR”) whichuader development and OVA1. On
April 2, 2011, we entered into Amendment No. 5 @tmtegic Alliance Agreement and the July 21, 2@d&ober 24, 2008, October 7, 2009,
November 10, 2010 and April 2, 2011 amendmentgaltectively referred to as tt*Amended Strategic Alliance Agreement”) with Quest
Diagnostics and Quest Diagnostics India. PursimAnmendment No. 5, Quest Diagnostics India will éadéive exclusive right to commercialize
OVAL in India for a certain period of time, as sified in the Strategic Alliance Agreement, as anexzhdrhe Amendment also establishes
amounts due to Vermillion related to the perfornreaatOVAL in India.

Secured Line of Credit with Quest Diagnostics Ingmrated

In connection with the Strategic Alliance Agreeméditiest Diagnostics provided us with a $10,00088tured line of credit, which is
collateralized by certain of our intellectual prayeand may only be used for payment of certairicand expenses directly related to the
Strategic Alliance. Under the terms of this secuieel of credit, the interest rate is at the prirate plus 0.5% and is payable monthly. The
effective interest rate was 3.75% at December 8112nd 2010. This secured line of credit alsoaostprovisions for Quest Diagnostics to
forgive portions of the amounts borrowed that cgponds to our achievement of certain milestonedeélto development, regulatory approval
and commercialization of certain diagnostic teStee amounts to be forgiven and the correspondirgstoines that we must achieve are:

(i)  $1,000,000 for each application that allows a lgszhlaboratory test to be commercialized with aimam of three applications f
$3,000,000

(i)  $3,000,000 for the earlier of FDA clearance offil& diagnostic test kit or commercialization bétfirst diagnostic test kit; ar

(iii)  $2,000,000 upon each FDA clearance of up to tweegibent diagnostic test kits but no later tharfitkecommercialization o
each such diagnostic test kit, with a maximum feggess of $4,000,000 for two diagnostic test
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If not otherwise forgiven, the principal amountstahding and any unpaid interest of this secureddf credit will become due and
payable on October 7, 2012.

We have drawn on this secured line of credit in thigrincrements of $417,000 on the last day of eaonth during the first two years
the Strategic Alliance. The outstanding principaliamce of this secured line of credit was $7,000 &December 31, 2011 and 2010. Interest
expense related to this secured line of credit$2%3,000 and $278,000 for the years ended Dece®ih@011 and 2010, respectively. From
the inception of the Strategic Alliance through Beber 31, 2008, we spent $10,000,000 of the amalvaten on in-house research and
development, as well as collaborations with othdirected towards achieving the milestones. One3aber 11, 2009, we achieved the FDA
clearance of OVA1 milestone provision in the seduiee of credit agreement providing for a reduetio the principal amount of the loan of
$3,000,000 but was only able to apply the milestomee it was no longer in default under the terfrth® secured line of credit while under
Chapter 11 bankruptcy protection. On January 2202@e cured the default upon payment of accruestest totaling approximately $472,000.
On January 23, 2010, the principal was reduced j00®,000. We are in discussions with Quest Diatitmsegarding the achievement of an
additional $1,000,000 forgiveness milestone asaltref the FDA clearance of OVAL under the terrhthe Strategic Alliance Agreement.
However, Quest Diagnostics has not acknowledgedstieh milestone has been achieved.

NOTE 5: F AIR V ALUE M EASUREMENTS

Historically, our investments consisted of auctiate securities, which were classified as availftiesale long-term investments due to
failed auctions related to these investments thrddgcember 31, 2009.

On July 26, 2010, we sold the auction rate seesritivestments for total proceeds of $465,000 eodrded a realized gain on investrr
of $58,000 for the year ended December 31, 2010dM/eot hold any short or long term investmentBatember 31, 2011.

We measure certain common stock warrants at failevan a recurring basis (see Note 10). All otlvearicial assets and liabilities are
measured at fair value on a nonrecurring basissd fieancial assets and liabilities are recognaddir value when they are deemed to be
other-than-temporarily impaired.

The reconciliation of financial assets measureddiatalue using significant unobservable inpute\el 3) for the years ended
December 31, 2011 and 2010 was as follows:

Long-Term

Investments

Available-for-

Sale (Level 3

Auction Rate

(in thousands) Securities
Balance at January 1, 2010 $ 52€
Total realized gains included in earnir 58
Change in unrealized gain(loss) included in otleengrehensive los (119
Sales (465)

Balance at December 31, 2C $ —

We determine the fair value of our debt based erttien-current rates available to us for debtsifralar term and remaining maturity.
We determined the estimated fair value amount loygusvailable market information and commonly ad¢edpvaluation methodologies. We

believe the fair value of our debt at December2®1,1 approximates its carrying value due to thetdkam to the debt’s maturity in October
2012 and variable rate of interest (prime plus 0.5%
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NOTE 6: P ROPERTY AND E QUIPMENT
The components of property and equipment as of Mbee 31, 2011 and 2010 were as follows:

December 31,

(in thousands) 2011 2010
Machinery and equipment $ 184 $ 12t
Demonstration equipme 30 —
Computer equipment and softws 251 244
Furniture and fixture 65 64
Gross property and equipme 53C 431
Accumulated depreciation and amortizat (319 (237)
Property and equipment, r $ 21€ $ 194

Depreciation expense for property and equipmentas000 and $114,000 for the years ended Decedihe@011 and 2010,
respectively. During the year ended December 3102@e disposed of significant fully depreciatededs in conjunction with our exit of our
Fremont, California facility and move to Austin,XEes.

NOTE 7: A CCRUED L IABILITIES
The components of accrued liabilities as of Decam3tie 2011 and 2010 were as follows:

December 31,

(in thousands) 2011 2010
Payroll and benefits related expenses $ 641 $ 59¢
Collaboration and research agreements expe 303 27¢€
Professional service 27¢ 66¢
Contingencie: 1,02t 92t
Tax-related liabilities 76 251
Accrued interes 23¢ 304
Other accrued liabilitie 30 35
Total accrued liabilitie: $2,59: $3,05¢

NOTE 8: C ONVERTIBLE SENIOR N OTES
7.00% Convertible Senior Notes Due September 1,1201

On November 15, 2006, we closed the sale of $1608000f convertible senior notes due Septembe®11 20ffering costs were
$104,000 and fees of $514,500, which were paidedralb of the debt holders, were recorded as delsbdint on the 7.00% Notes. Fees paid on
behalf of debt holders included the fair valuevad tvarrants issued to underwriters to purchase¢ash od 20,000 shares of our common stock at
$12.60 per share. The warrants were valued at 80@Mhased on the fair value as determined by ekB3atioles model using the following
assumptions: a risk free interest rate of 4.75%4gd contractual life, and 88.00% volatility rafde 7.00% Notes were sold pursuant to
separate exchange and redemption agreements be#gemillion and each of Highbridge International CLDeerfield International Limited,
Deerfield Partners, L.P., Bruce Funds, Inc. ande®=ional Life & Casualty, each holders of the #xis4.50% convertible senior notes due
September 1, 2008, pursuant to which holders afggmnegate of $27,500,000 of the 4.50% Notes agreedchange and redeem their 4.50%
Notes for an aggregate of $16,500,000 in aggrggateipal amount of the 7.00% Notes and $11,000j8G&sh, plus accrued and unp
interest on the 4.50% Notes of $254,000. Debt disteelated to the 7.00% Notes was amortized &rést expense using the effective interest
method. There was no amortization of the debt disteelated to the 7.00% Notes for the years efmbmber 31, 2011 and 2010.
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The 7.00% Notes are unsecured senior indebtedh&ssmillion initially bearing interest at the raté 7.00% per annum. The 7.00%
Notes were reduced to 4.00% per annum on Septeih@009 upon FDA clearance of OV£

The 7.00% Notes were convertible at the optionamheholder prior to September 1, 2011 into shafesiocommon stock at a convers
price of $20.00 per share, equivalent to a congarsite equal to 50 shares of our common stocp@®00 principal of the 7.00% Notes,
subject to adjustment for standard anti-dilutioavisions including distributions to common stoclderks and stock splits as well as occurrence
of a change in control, in which case the converside was to be adjusted for a make-whole premitrma.conversion feature, including the
make-whole premium, expired unexercised in Septer@d#l.

Holders of the 7.00% Notes had the option to requg to repurchase the 7.00% Notes under cert@innestances, including at any time
after September 1, 2009, if we did not receive apgiror clearance for commercial sale of any of awarian cancer tests by the FDA. We
could redeem the 7.00% Notes at our option, in wioolin part, after September 1, 2009, at speciéel@mption prices plus accrued and un
interest; provided that the 7.00% Notes will bee@able only if the closing price of the stock dégwa exceeds 200.0% of the conversion
price then in effect for at least 20 trading daythin a period of 30 consecutive trading days egdin the trading day before the date of the
notice of the optional redemption. Upon a changeoaitrol, each holder of the 7.00% Notes could hageired us to repurchase some or all of
the 7.00% Notes at specified redemption prices piicrued and unpaid interest. The 7.00% Notesitwd a put option that entitles the ho
to require us to redeem the 7.00% Notes at a pqc@l to 105.0% of the principal balance upon aaghan control of the Company. These
provisions expired with the repayment of the 7.098tes in September 2011.

We identified the guaranteed interest payment figr@nversion of any 7.00% Note prior to October&108, and the written put option
permitting the holder to put the debt at 105.0%rirficipal plus accrued and unpaid interest upohamge of control as embedded derivatives,
which needed to be separated and measured atfae.vl he factors impacting the fair value of th@mnteed interest payment for any
conversion of any 7.00% Note prior to October 3I0& was based upon certain factors including tagksprice, the time value of money and
the likelihood holders would convert. The provisfonthe guaranteed interest payment for any caieerof any 7.00% Note lapsed on
October 31, 2008. The factors impacting the falu@af the written put option permitting the holdemput the 7.00% Note at 105.0% of
principal plus accrued and unpaid interest upohamge of control was contingent upon a change wireb However, due to significant related
party holdings of our common stock shares and thegmce of certain anti-takeover provisions inlmdaws, a change of control was deemed
to be remote. Thus, the fair values of these featurere determined to be de minimis from the datkeir inception through the repayment of
the debt in September 2011.

From October through November 2009, we exchangethbof 220,000 shares of common stock for $4 @00 jn principal under the
terms of the original 7.00% Notes. In November tigto December 2009, we exchanged a total of 421sBéies of common stock for
$7,100,000 in principal and $589,000 in unpaidrieée The conversion rate for the November and Déee 2009 redemption was
approximately 55 shares per $1,000 principal amdet recorded an additional debt conversion expeh$819,000 relating to the more
favorable exchange rate during the year ended Deee81, 2009.

The 7.00% Notes and common stock issuable uponecsion of the 7.00% Notes were registered with3BE€ on Form S-3 on
December 15, 2006. We were in default of the 7.003tes as of December 31, 2009. However, we curedéfiault upon payment of accrued
interest totaling approximately $362,000 upon ereecg from bankruptcy under Chapter 11 on Januarg2@0. At December 31, 2010,
$5,000,000 in aggregate principal amount of th®% WNotes remained outstanding and the 7.00% No¢es vepaid in full in September 2011.

4.50% Convertible Senior Notes Due September 19200

On August 22, 2003, we closed the sale of $30,@T0c the 4.50% Notes with an original maturityedaf September 1, 2008. Offering
costs were $1,866,000. Interest on the notes 394 j5er annum on the principal amount. The effedtiterest rate was 6.28% per annum. The
4.50% Notes were convertible, at the option of the
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holder prior to maturity into shares of our comnstock initially at a conversion rate of 10.8832ars's per $1,000 principal amount of the
4.50% Notes, which is equal to a conversion pric9d.88 per share. The conversion price, and héreeonversion rate, was subject to
adjustment upon the occurrence of certain events as stock splits, stock dividends and otheritigions or recapitalizations. Because the
market value of the stock rose above the conversime between the day the 4.50% Notes were pacelthe closing date, we recorded a
discount of $2,677,000 related to the intrinsiareabf the beneficial conversion feature resultimgrf this price change and the fact that the
initial purchaser of the 4.50% Notes was not regfito purchase the 4.50% Notes until the closirig.denmediately after the closing, our
common stock had a market price of $100.10 peresheu$8.22 per share higher than the conversiae.pFhe value of the beneficial
conversion feature was determined by multiplying thifference in the per share price of our comrstmtk by the 326,498 underlying shares.
This amount was amortized to interest expense ubmeffective interest method over the five-yeamt of the notes, or shorter period in the
event of conversion of the 4.50% Notes. Debt distoelated to the 4.50% Notes was amortized taésteexpense using the effective interest
method. There was no remaining amortization ofotteeficial conversion feature for the years endedeber 31, 2011 and 2010.

Following the closing of the November 15, 2006 s1816,500,000 of the 7.00% Notes due Septemb2011, holders of an aggregate
of $27,500,000 of the 4.50% Notes agreed to exahangd redeem their 4.50% Notes for an aggregak@&500,000 in aggregate principal
amount of the 7.00% Notes and $11,000,000 in qash,accrued and unpaid interest on the 4.50% N#t$254,000. As a result of
negotiations between us and the holders of the?4 Rbtes, the $2,500,000 outstanding principal bzdaelated to the 4.50% Notes was not
redeemed by us on the original maturity date ot&aper 1, 2008. Interest of $56,000 related taitb8% Notes was paid on September 1,
2008. Subsequently on December 11, 2008, the gwdtthe Indenture and the holders of the $2,5@dAstanding principal balance related
to the 4.50% Notes agreed to extend the maturtiy dfathe 4.50% Notes to September 1, 2009, amchtee any past default by us of our
obligation to make payment on the principal of andrest on the 4.50% Notes. We agreed to exted lsalder’s rights to require us to
repurchase the 4.50% Notes at 105% of such holdat&anding principal amount upon a change inrogrdas defined in the indenture
governing the 4.50% Notes, and to convert the 4.Bl@f#s into common stock accordingly. In addititthvg holders of the 4.50% Notes agreed
to permit the full redemption of the outstandingpipal related to the 4.50% Notes at a redemptidece of 100% on or before August 31,
2009, and we agreed to adjust the conversion oatié 4.50% Notes to 20 shares per $1,000 prihaipaunt of the 4.50% Notes, which is
equal to a conversion price of $50.00 per share.iffiipact from adjusting the conversion rate wamdemis.

In November 2009, we exchanged a total of 6,758eshaf common stock for $135,000 in principal aB@$0 in unpaid interest. The
conversion rate for redemption was approximatelglares per $1,000 principal amount. We recordeatiditional debt conversion expenst
$69,000 relating to the more favorable exchange rat

We were in default of the 4.50% Notes as of DecerBhe2009. However, upon the emergence from bantkywinder Chapter 11, we
cured the default with a payment of $2,365,000rofgipal and $140,000 of unpaid interest with $3,000 of cash and 9,044 shares of
common stock. This payment settled the 4.50% Notédl. There was no remaining principal amountloé 4.50% Notes remaining at
December 31, 2011 or 2010.

NOTE 9: C oMMITMENTS AND C ONTINGENCIES
Operating Leases

We lease various equipment and facilities to suppar business of discovering, developing and coroiakzing diagnostic tests in the
fields of oncology, cardiology and women'’s heal@im June 1, 2010, we entered into a noncancelalgiatipg lease for a new principal facility
located in Austin, Texas in conjunction with oulo&tion of our corporate headquarters to Austaxak. The term was from June 1, 2010
through May 31, 2012, with an annual base ren6Gf@00 and annual estimated common area charges,aad insurance of $37,000. In
March 2012, we amended this lease on the same terthextended the term to May 31, 2013.
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On June 3, 2008, we entered into a noncancelalglatipg lease for a new principal facility locatad=-remont, California. Under the
lease agreement, the term was from July 1, 20@Ri¢fir June 30, 2010, with an annual base rent gb$87and $92,000 for the first year and
second year, respectively. We also paid commondraajes, taxes and insurance with an annual dstincast of $21,000. This lease was
extended to and expired on August 31, 2010. Adutifly, under the lease agreement, we pledged a,@20@ertificate of deposit as collateral
on a letter of credit serving as a security defosithe first year. For the second year, the fieatie of deposit pledged as collateral on a letter
of credit serving as a security deposit was redtice&0,000. The letter of credit expired during yfear ended December 31, 2010 and the
$60,000 security deposit was returned to us.

Rental expense under operating leases for the gedexd December 31, 2011 and 2010 totaled $128y089&149,000, respectively.

As of December 31, 2011, including the extensionwfAustin, TX facility operating lease in MarcB12, future minimum rental
payments under noncancelable operating leases$48d000 and $40,000 for the years ending DeceBthe2012 and 2013, respectively.

Noncancelable Collaboration Obligations and Otheo@mitments

Under the terms of a research collaboration agraemith The Johns Hopkins University School of Mede (“JHU”) directed at the
discovery and validation of biomarkers in humanjscts, including but not limited to clinical appditon of biomarkers in the understanding,
diagnosis and management of human diseases, we&grieed to pay JHU $600,000, $618,000 and $68700the years ending
December 31, 2008, 2009 and 2010, respectiveljuhe 2010, the research collaboration agreemenéamasded by extending the term and
reducing the payments to $300,000 for 2010, $4@f602011, $400,000 for 2012 and $100,000 for 20d&onjunction with the amendment,
JHU forgave the previously outstanding amounts owfeg623,000, which we recognize as a reductioesearch and development expenses
straight line over the term of the amended agreén@nilaboration expenses under the JHU collabanatiere $235,000 and $400,000 for the
years ended December 31, 2011 and 2010, respgci®alaboration expenses under the JHU collabonadie included in research
development expenses. In addition, under the tefrttee amended research collaboration agreemerdyeveequired to pay the greater of 4%
royalties on net sales of diagnostic tests usiegaisigned patents or annual minimum royaltieSaf30. As of December 31, 2011 and 2010,
we owed $4,000 related to research collaboratioeeagents with JHU.

Contingent Liabilities
Molecular Analytical Systems, Inc. Litigatio

On July 9, 2007, Molecular Analytical Systems (“MASled a lawsuit in the Superior Court of Califoa for the County of Santa Clara
naming Vermillion and Bio-Rad Laboratories, IndBBig-Rad") as defendants (the “State Court lawsuiti)connection with the State Court
lawsuit, MAS sought an unspecified amount of darsaagel alleged, among other things, that we breagtieticense agreement with MAS
relating to SELDI technology by entering into a liténse agreement with Bio-Rad. We filed our gehéeaial and affirmative defenses on
April 1, 2008. The State Court lawsuit was autoraly stayed when we filed a Voluntary Petition Relief under Chapter 11 in the
Bankruptcy Court on March 30, 2009. MAS filed agfrof claim in the Bankruptcy Court on July 15, 200 he proof of claim mirrored the
State Court lawsuit, alleging that we breachedlicense agreement with MAS by transferring certathnologies to Bio-Rad without
obtaining MAS’s consent. MAS listed the value afdtaim as in excess of $5,000,000. On Decembe2@®, we objected to MAS’s Proof of
Claim in the Bankruptcy Court. On January 7, 2Qh6,Bankruptcy Court confirmed our Plan of Reorgation. After the Plan of
Reorganization was confirmed, MAS filed a motiorthwthe Bankruptcy Court requesting that it absteam hearing its proof of claim and that
it grant MAS relief from the automatic stay so tMAS could proceed with the State Court lawsuiCalifornia. Over our objection, the
Bankruptcy Court granted that motion on March 182 Thereafter, the Superior Court ordered thatlibpute
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be arbitrated before the Judicial Arbitration anddihtion Service. MAS filed its demand for arbiivaton September 15, 2010. The demand
did not include any additional detail regarding M&S8laims and attached the same complaint for wiped damages that MAS filed in the
Superior Court in 2007. The parties thereafter cotetl discovery, and the arbitration hearing contadron September 21, 2011. Both sides
presented evidence over five hearing days endin@aiaber 4, 2011. The parties completed post-hgdmirefing on November 9, 2011 and
presented closing arguments on November 11, 20d EeDruary 23, 2012, an interim arbitration awaedwssued by the Arbitrator. In the
interim arbitration award, the Arbitrator denied @A claim for breach of the license agreement dsaseseveral other of MAS's claims. The
Arbitrator found that MAS was entitled to an acctinig concerning our 2% royalty obligation either i® years (from February 21, 2003
through February 21, 2013) or until cumulative loypayments reached $10 million, whichever coniess,fand ordered that such royalties
should be based on our total GAAP revenues, lesntees attributable to certain excluded entitiesjust SELDI-related revenues. The
Arbitrator also ordered that the parties meet awder regarding further proceedings relating toabheounting. We have accrued for the am
deemed estimable and probable of loss, and notquay paid to MAS, pursuant to the interim arltitva award within general and
administrative expense at December 31, 2011. Theiatrwas not material to the financial statemeotste year ended December 31, 2011.
We anticipate receiving a final arbitration awaasistent with the interim arbitration award by @912 and believe the possibility of any
material loss in excess of the amount accruedhi®te; however, management cannot predict the contercontrol the timing of the final
arbitration award at this time.

Bio-Rad Laboratories, Inc. Matters

On November 13, 2006, we sold assets and liatsilifeour protein research tools and collaborater@ises business (the “Instrument
Business Sale”), to Bio-Rad, in order to concertrtr resources on developing clinical protein k#dwer diagnostic products and services.
The Instrument Business Sale included our SELDMrietogy, ProteinChip arrays and accompanying seéwhRursuant to the terms of the s
agreement, the total sales price was $20,000,d3@@hich $16,000,000 was paid by Bio-Rad to us atdlosing of the transaction on
November 13, 2006. A total of $4,000,000 was helckifrom the sales proceeds contingent upon outingeeertain obligations, of whic
$2,000,000 was subsequently paid to us in fisc&r2pon the issuance by the United States Patent@temark Office of a reexamination
certificate for United States Patent No. 6,734,022m the amounts held back, the remaining $2,@00,8ubject to certain adjustments, is
being held in escrow to serve as security for Usilfdl certain obligations.

In connection with the Instrument Business Saleentered into a letter agreement with Bio-Rad pamsto which we agreed to
indemnify Bio-Rad and its subsidiaries with respgeatertain payments made by BRad in connection with the termination of employegis
former subsidiary in the United Kingdom in the sironth period immediately following the Instrumenidness Sale. On May 4, 2007, Bio-
Rad delivered a claim for indemnification under #ggeement for $307,000, which was paid out of @2,@00 held in escrow. In August 2009,
Bio-Rad also filed a proof of claim in the bankmyptase for indemnification of the MAS lawsuit. M@@ment is disputing the claim and
cannot predict the ultimate outcome of this madtethis time.

In connection with the Instrument Business Saleailse entered into a manufacture and supply agneewith Bio-Rad on November 1
2006, whereby we agreed to purchase ProteinChitfe®gsand ProteinChip Arrays (collectively, the “Baxxh Tools Products”) from BiRad.
Under the terms of the manufacture and supply ageeg we agreed to provide Bio-Rad quarterly, noing, twelve-month rolling forecasts
setting forth our anticipated needs for ReseardabisTBroducts over the forecast period. We were jiteranto provide revised forecasts as
necessary to reflect changes in demand for theugtsdand Bio-Rad was required to use commercaialgonable efforts to supply amounts in
excess of the applicable forecast. Either party peamitted to terminate the agreement for convexgerpon 180 days’ prior written notice, or
upon default if the other party failed to cure sdeffiault within 30 days after notice thereof. Iletier from us to Bio-Rad dated May 2, 2008,
we exercised our right to terminate the November20®6 manufacture and supply agreement for coeweri upon 180 days’ written notice.
Consequently, termination of the agreement becdfeetiwe on
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October 29, 2008. In October 2009, Bio-Rad filgar@of of claim in our bankruptcy case based onatertontract claims for approximately
$1,000,000. We are attempting to resolve the contlaims and have accrued for this contingenchiwigeneral and administrative expense at
December 31, 2011 and 2010. Management cannoftcpibdiultimate outcome of this matter at this time

Patrick Gillespie Litigation

On February 28, 2012, Robert Goggin lll, a purpbgkareholder of Vermillion, filed for and obtainadvrit of summons in Pennsylval
state court as a precursor to filing a lawsuit agaV/ermillion. Goggin discontinued his case onrgaby 29, 2012. Thereafter, on March 12,
2012, Patrick Gillespie, a purported shareholdérerimillion, represented by the same counsel agy®odjled for and obtained a writ of
summons in Pennsylvania state court as a prectositing a lawsuit against Vermillion. On March 22012, Gillespie asked the court to issue
letters rogatory to permit pre-suit discovery. Wepdte any claims that Gillespie may make and ohtendefend this matter vigorously. Due to
the fact that complaints have not yet been filethenproceedings, we cannot estimate its likelyaotn us.

In addition, from time to time, we are involvedl@gal proceedings and regulatory proceedings a@risint of our operations. We establish
reserves for specific liabilities in connection lviegal actions that we deem to be probable anchaisle. Other than as disclosed above, we are
not currently a party to any proceeding, the advergcome of which would have a material adverscebn our financial position or results
operations.

NOTE 10: C OMMON S TOCK
Stockholder’ Rights Plan

We adopted a Stockholder Rights Plan, the purpbadizh is, among other things, to enhance our BadiDirectors’ ability to protect
stockholder interests and to ensure that stockh®lgeeive fair treatment in the event any coertakeover attempt of the Company is made in
the future. The Stockholder Rights Plan could miakeore difficult for a third party to acquire, oould discourage a third party from acquiring
us or a large block of our common stock. The follaysummary description of the Stockholder RigHemRIioes not purport to be complete.

The rights issued pursuant to Vermillion’s StockieslRights Plan will become exercisable the teath after a person or group
announces acquisition of 15.0% or more of our comstock or announces commencement of a tendercbiaage offer the consummation of
which would result in ownership by the person augr of 15.0% or more of our common stock. If thghts become exercisable, the holders of
the rights (other than the person acquiring 15.0%hare of our common stock) will be entitled to akq, in exchange for the rights’ exercise
price, shares of our common stock or shares oftampany in which we are merged, with a value etuékice the rights’ exercise price.

2010 Private Placement Sale

On January 7, 2010, in connection with the SecoméAded Plan of Reorganization under Chapter 1h(‘Bf Reorganization”), we
completed a private placement sale of 2,327,868sha our common stock to a group of new and iegjshvestors for $43,050,000 in gross
proceeds.

2007 Private Placement Sale

On August 29, 2007 (the “Closing Date”), we com@ika private placement sale of 2,451,309 sharearafommon stock and warrants
to purchase up to an additional 1,961,047 sharesiofommon stock with an exercise price of $9.@6ghare and expiration date of August
2012, to a group of new and existing investorsh,591,000 in gross proceeds (collectively refetoeas the “August 29, 2007, Private
Placement Sale”). Existing investors included &fds of the Company, who purchased 964,285 slofias common stock and
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warrants to purchase up to an additional 771,428eshof our common stock for $8,100,000. In corioratith Quest Diagnostics’

participation in this transaction, we amended arardrto purchase an additional 220,000 sharesroé@umon stock that was originally issued
to Quest Diagnostics on July 22, 2005. Pursuatitéderms of the amendment, the exercise pricth@opurchase of our common stock was
reduced from $35.00 per share to $25.00 per shmar¢he expiration date of such warrant was exterficed July 22, 2010 to July 22, 2011.
The warrant expired unexercised in 2011. For sesvas placement agent, we paid Oppenheimer & €o(“l@ppenheimer”) $1,200,000 and
issued a warrant to purchase up to 92,100 shamsrafommon stock with an exercise price of $9.86ghare and expiration date of

August 29, 2012. The warrants issued to the investod Oppenheimer were valued at $7,194,000 a®t, 30, respectively, based on the fair
value as determined by the Black-Scholes model.amhended value of the warrant issued to Quest Bi&tgs on July 22, 2005, increased by
$356,000, which is reflected in additional p&ideapital, from its original value of $2,200,00%ssumptions used to value the warrants issu
the investors and Oppenheimer, and the amended vélhe warrant issued to Quest Diagnostics werfellows:

Amendment to
Quest Diagnostic

Private Investors
and Oppenheime

& Co. Inc. Incorporated
Dividend yield — % — %
Volatility 80.1%% 82.92%
Risk-free interest rat 4.31% 4.24%
Expected lives (year: 5.C 3.9

Our outstanding warrants from the August 2007 affgare classified as liabilities in accordancedmAlSC 815, which requires the
warrants to be fair valued at each reporting penidth the changes in fair value recognized ag@seand other expense in our consolidated
statement of operations.

At December 31, 2011 and 2010, we had warrantgandmg to purchase 195,012 shares of common sthidh were required to be
classified as a liability. The fair value of thesarrants at December 31, 2011 and 2010 was detednising a Black Scholes valuation model
with the following level 3 inputs:

December 31,

2011 2010
Risk-free interest rat 0.0&% 0.52%
Expected life (in years 0.6€ 1.6€
Dividend yield — % — %
Volatility 72.1% 64.62%
Stock price $ 1.17 $ 7.52

For the years ended December 31, 2011 and 201fkaweded gains of $378,000 and $4,353,000 in theal@ated statements of

operations under ASC 815.

Our warrant liability at December 31, 2011 was deimis. The following table sets forth our finanldiabilities related to warrants

subject to fair value measurements as of Decenthe2®L0:

Fair Value Measurements at Reporting Dat¢

Quoted Prices ir Significant

Other Significant

Active Markets Observable Unobservable
Total Fair for Identical
Assets Inputs Inputs

(in thousands) Value (Level 1) (Level 2) (Level 3)
Liabilities at December 31, 2010 Common stock wasa $ 37¢ $ — $ — $ 37¢
Total $ 37¢ $ — $ — $ 37¢
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The following table is a reconciliation of the weant liability measured at fair value using Levehputs:

Year Ended December 31

(in thousands) 2011 2010
Balance at beginning of peri $ 37¢ $ 5,65¢

Change in fair value of common stock warre (379 (4,132
Warrant exercise gai — (229)
Reclassification of warrant fair value to equityonpexercise

and issuance of common stc — (926)

Balance at end of peric $ — $ 37¢
Warrants
Warrants outstanding as of December 31, 2011 ah@ @@re as follows:
Exercise Price Number of Shares Outstanding under Warrant

Issuance Date Expiration Date per Share December 31, 201 December 31, 201!
July 22, 200¢ July 22, 2011 $ 25.0( — 220,00(
August 3, 200¢ August 3, 201! 12.6(C — 38t
November 15, 200 November 15, 201 12.6( — 38t
August 29, 200° August 29, 201! 9.2%* 195,01: 195,01:
November 1, 201 October 31, 201 3.2¢ 21,00( —

216,01: 415,78:

* The exercise price of the warrants issued on Aug@s2007 is adjustable in accordance with the &frthe warrants

On November 1, 2011, we issued warrants to purchge 21,000 shares of our common stock with arase price of $3.23 per share
and an expiration date and an expiration date o6l 31, 2013 to a vendor in exchange for serviths warrants vest pro-rata on a monthly
basis over a six month period. The value of theravds as determined by the Black-Sholes model wasignificant and is classified as equity.

Debtor's Incentive Plan

In connection with the Bankruptcy Filing, on Ap2il, 2009, we filed the Debtor's Motion for Entryasf Order Approving the Debtor’'s
Incentive Plan (the “Debtor’s Incentive Plan”) aiwdthorizing Payments thereunder pursuant to §886&{d 503(b) of the Bankruptcy Code
(the “Incentive Plan Motion”) which sought to prdei proper incentives to the directors (Gail PagbnHamilton and James Burns,
collectively, the “Directors”) to help achieve acsessful sale or restructuring of the Company. Aearing on June 22, 2009, the Court entered
an Order approving the Incentive Plan Motion (thecéntive Plan Order”). The Debtarincentive Plan is only triggered upon the ocauwreso
a qualified transaction defined as the closingrgf sale pursuant to section 363 of the BankruptogleCor the effectiveness of a Reorganiza
Plan confirmed pursuant to section 1129 of the Bapticy Code. The Debtor’s Incentive Plan paymers tased upon a percentage of (A) the
gross proceeds of Asset Sales, both prior to aed #ife Food and Drug Administration approval & tvarian tumor triage test, and (B) the
value of consideration—cash, debt and equity ribisted pursuant to a confirmed Reorganization Riathe end, the Incentive Plan Order
provided that the Directors would receive: (i) zevo Qualified Transaction Proceeds of 3,000,00@ss, (i) 6% on Qualified Transaction
Proceeds of $3,000,001 to $10,000,000, and (iildeRQualified Transaction Proceeds of greater $14h000,000. While the Incentive Plan
Order provided us with the authority to make disitions under the Debtor’s Incentive Plan, we agjeeepart of the Plan of Reorganization to
seek final judicial approval of the amounts to b@pursuant to the Debtor’s Incentive Plan. Onil&8, 2010, our counsel, the Official
Committee of the Equity Security
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Holders, and the Directors submitted a proposettesatnt to the Bankruptcy Court. On April 14, 204@er a hearing, an order was issued by
the Bankruptcy Court approving the Debtor’s IncemtPlan. Under the Debtor’s Incentive Plan, we veirected to distribute an aggregate of
$5,000,000 in cash and 302,541 shares of restrittetk having a fair value of $6,626,000 in Delsdricentive Plan payments to the Direct
All such restricted stock vests with respect todii2of the total distributed on each monthly anrsegy of the vesting commencement date,
June 22, 2009. The total Debtor’s Incentive Playnpents were allocated to Gail Page, James Burngama Hamilton on a 60%-20%-20%
basis, respectively. The contingency was accouisteagpon the occurrence of the qualified transacto January 7, 2010 when the Bankru,
Courts issued a confirmation order approving ousrBanization Plan. For the year ended Decembe2@l1, we incurred $1,657,000 under
the terms of the Debtor’s Incentive Plan recoraeddaneral and administrative expenses. For thegrded December 31, 2010, we incurred
$9,969,000 under the terms of the Debtor’s Incenflian, of which $6,932,000 was recorded in Redrgéinn Items for the period prior to
emerging from bankruptcy under Chapter 11 and $30@® was recorded in general and administratipeeses for the period subsequent to
emerging from bankruptcy under Chapter 11. In ApoiL0O, we distributed an aggregate of $5,000,0@&gh to the Directors. We distributed
75,637 and 226,904 shares of common stock to ttecfors under the Debtor’s Incentive Plan durirgytbar ended December 31, 2011 and
2010, respectively.

NOTE 11: A ccumuLATED O THER C OMPREHENSIVE L 0SS
The components of accumulated other comprehenssgeds of December 31, 2011 and 2010, were asvi&llo

Year Ended December 31,

(In thousands) 2011 2010
Cumulative translation adjustment (153 (156
Accumulated other comprehensive | $ (159 $ (156

NOTE 12: L ossP ER SHARE

The reconciliation of the numerators and denomisabd basic and diluted loss per share for thesgyeaded December 31, 2011 and =
was as follows:

Loss Shares Per Share
(In thousands, except per share date (Numerator) (Denominator) Amount
Year ended December 31, 20.
Net los—basic $ (19,039 10,404,74 $ (1.89)
Dilutive effect of common stock shares issuableruprercise of stock option
exercise of warrants, conversion of convertibld@emotes and unvested restricte
stock award: — —
Net los—diluted $ (19,039 10,404,74 $ (1.89)
Year ended December 31, 20.
Net los—basic $ (17,790 14,249,57 $ (1.25)
Dilutive effect of common stock shares issuableruprercise of stock options,
exercise of warrants, and unvested restricted stoekds — —
Net los—diluted $ (17,790 14,249,57 $ (1.25)

Due to net losses for the years ended Decemb&031, and 2010, diluted loss per share is calculasedy the weighted average number
of common shares outstanding and excludes thetefiépotential common stock
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shares that are antidilutive. The potential shafemmmon stock that have been excluded from thetedi loss per share calculation above for
the years ended December 31, 2011 and 2010 wéodass:

Year Ended December 31

2011 2010

Stock options 930,06( 849,48!
Stock warrant: 216,01: 415,78:
Convertible senior note — 250,00(
Restricted stock unit 114,74¢ 81,88¢
Potential common shart 1,260,82! 1,597,15i

NOTE 13: E MPLOYEE B ENEFIT P LANS
1993 Stock Option Plan

We have no shares of our common stock reservetiare grants to employees, directors or consudtanter our 1993 Stock Option
Plan (the “1993 Plan”). Under the 1993 Plan, oiesere granted at prices not lower than 85% an&ul60the fair market value of the
common stock for non-statutory and statutory stogtions, respectively. All outstanding options unttee 1993 Plan are now fully vested, and
unexercised options generally expire ten years fitmrdate of grant. The authority of our Board @febtors to grant new stock options and
awards under the 1993 Plan terminated in 2001.&deinber 31, 2011 and 2010, no shares of our constook were subject to repurchase by
us. There were no 1993 Plan option exercises toy#tars ended December 31, 2011 and 2010. Them ateares of stock options that remain
outstanding under the 1993 Plan.

2000 Stock Plan

Under the Amended and Restated 2000 Stock PlariZ@@® Plan”), options may be granted at priceslower than 85% and 100% of
the fair market value of the common stock for ntattgory and statutory stock options, respectiv@lgtions generally vest monthly over a
period of four years and unexercised options gdigezapire ten years from the date of grant. Ththarity of our Board of Directors to grant
new stock options and awards under the 2000 Ptarirtated in 2010. Options to purchase 21,833 an@&3lshares of common stock were
exercised during the years ended December 31, &0d 2010, respectively. As of December 31, 201fipop to purchase 596,047 shares of
common stock remained outstanding under the 2080. Rlo additional shares of our common stock wesemved for future option grants
under the 2000 Plan.

2000 Employee Stock Purchase Plan

The Amended and Restated 2000 Employee Stock Ragdtlan (the “2000 ESPP”) provides for eligible tayppes to purchase our
common stock through payroll deductions duringreixath offering periods. Each offering period beginsMay 1 or November 1 and ends
October 31 or April 30, respectively.

The 2000 ESPP provides for the purchase of our camrstock at the lower of 85.00% of the closing @1i¢ our common stock on the
first day of the offering period or 85.00% of tHeging price of our common stock on the last dathefoffering period. No additional common
stock shares were reserved for issuance undeO®®@BRSPP for the years ended December 31, 201204t

2010 Stock Incentive Plan

On February 8, 2010, our Board of Directors appdae Vermillion, Inc. 2010 Stock Incentive Plahgt'2010 Plan”). The 2010 Plan is
administered by the Compensation Committee of thar@® of Directors. Our employees, directors, antsatiants are eligible to receive awe
under the 2010 Plan. The 2010 Plan permits thetiggaof a variety of awards, including stock opspshare appreciation rights, restricted
shares, restricted
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share units, unrestricted shares, deferred shéie parformance and cash-settled awards, andetidiegéquivalent rights. The 2010 Plan
provides for issuance of up to 1,322,983 sharemwfmon stock, par value $0.001 per share unde2Ghé Plan, subject to adjustment as
provided in the 2010 Plan. Unexercised options gilyeexpire ten years from the date of grant. Bheere no 2010 Plan option exercises for
the years ended December 31, 2011 and 2010.

During the year ended December 31, 2011, we award@é@00 shares of restricted stock from the 2040 Raving a fair value of
$724,000 to our executive officers. All such redil stock vests ratably on a quarterly basis avbree year period beginning on the vesting
commencement in March 2011. We distributed 42,Z38ese shares of common stock to our officersndutine year ended December 31,
2011.

On September 29, 2011, our Board of Directors apgatdhe Company making income tax gross-up paynterdar Chief Executive
Officer in connection with the distribution of tl8&,000 shares of restricted stock granted on Ma8;12011. A letter agreement to this effect
was executed on October 3, 2011. We expensed apmtety $22,000 related to this letter agreemenminduthe year ended December 31,
2011. A total of 21,250 of the 85,000 common shaees been distributed through December 31, 2011.

During the year ended December 31, 2010, we aw&8#&90 shares of restricted stock from the 2050 Rhving a fair value of
$146,000 to employees in connection with our emergdrom bankruptcy. All such restricted stock sesith respect to 1/24th of the total
distributed on each monthly anniversary of theimgstommencement on June 22, 2009. We distribu@séand 18,748 of these shares of
common stock to employees during the years endedibleer 31, 2011 and 2010, respectively.

During the year ended December 31, 2011, we is8d&95 shares of restricted stock from the 2016 Ré&ving a fair value of $373,000
to the Board of Directors as payment for serviegglered in 2011. During the year ended Decembe2@®Il), we issued 81,000 shares of
restricted stock from the 2010 Plan having a falue of $426,000 to the Board of Directors as payrfar services rendered in 2010.

The activity related to shares available for gramder the 1993 Plan, 2000 Plan, 2000 ESPP andR@hlfor the years ended
December 31, 2011 and 2010 were as follows:

2000
1993 Employee 2010
Stock 2000 Stock Stock
Option Stock Purchase Option
Plan Plan Plan Plan Total
Shares available at December 31, 2009 — 6,553,85! 1,369,27. — 7,923,13.
Additional shares reserve — — — 1,322,98: 1,322,98:
Options cancele 1,72C 9,01z — 50C 11,23
Reduction in shares reserv (1,720 — — — (1,720
Options grante: — — (203,500 (203,500
Restricted stock units grant — — — (106,000 (106,000
Shares expire — (6,562,87) (1,369,27) — (7,932,14)
Shares available at December 31, 2 — — — 1,013,98. 1,013,98
Options cancele — 28,60" — 60,917 89,52:
Reduction in shares reserv — (28,605 — — (28,605
Options grante: — — — (191,930) (191,930)
Restricted stock units cancel — — — 20,00( 20,00(
Restricted stock units grant — — — (274,29Y) (274,29)
Shares expire — — — — —
Shares available at December 31, 2 — — — 628,67¢ 628,67!
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The stock option activity under the 1993 Plan, 2B@ih and 2010 Plan for the years ended Decemh@031 and 2010 was as follows:

Weighted
Weighted Average
Aggregate Remaining
Number of Average Contractual
Exercise Intrinsic
Shares Price Value Term
Options outstanding at December 31, 2 678,30: $ 14.2% $12,64¢ 5.8¢€
Granted 203,50( 20.9:
Exercisec (21,089 1.9¢
Cancelec (11,239 14.7¢
Options outstanding at December 31, 2 849,48! $ 16.1¢ $ 1,924 5.81
Granted 191,93( 2.4C
Exercisec (21,83 1.5¢
Cancelec (89,529 23.04
Options outstanding at December 31, 2 930,06( $12.97 $ 16 5.9C
Shares exercisable
December 31, 201 644,68¢ $ 15.4¢ $ 16 4.4¢€
Shares expected to ves
December 31, 201 170,05: $ 7.3C $ — 9.04
The range of exercise prices for options outstandimd exercisable at December 31, 2011 are awvi&llo
Weighted
Weighted Average Weighted
Average Remaining Average
Options Exercise Life in Options Exercise
Exercise Price Outstanding Price Years Exercisable Price
$0.01- $0.75 37,49¢ $ 0.7 2.45 37,49¢ $ 0.7F
0.76-2.04 255,25( 1.9¢ 7.2€ 100,86: 2.04
2.05-2.30 175,20¢ 2.3C 6.5 148,95 2.3C
2.31-5.52 62,01: 4.9¢ 8.91 14,36: 5.07
5.53-10.20 78,74¢ 9.3¢ 2.8¢ 77,13: 9.32
10.21-14.70 122,54¢ 13.2¢ 4.77 115,65( 13.4(C
14.71- 29.60 146,99¢ 26.8t 6.5¢ 98,43: 25.9i
29.61-96.00 51,79¢ 87.0t 1.3¢ 51,79¢ 87.0t
$0.01- $96.00 930,06( $12.97 5.9( 644,68¢ $ 15.4¢

Total Intrinsic Valu
Total Fair Value ¢

of Options
(in thousands Exercisec Vested Option:
Year ended December 31, 2011 $ 52 $ 1,21¢
Year ended December 31, 2C $ 1832 $ 1,124

Stock-Based Compensation
Employee Stoc-based Compensation Expense

The assumptions used to calculate the fair valumptibns granted under the 2010 Plan that wererfraeated in the Blaclscholes pricin
model for the years ended December 31, 2011 and ®@ete as follows:

Year Ended December 31,

2011 2010
Dividend yield — % — %
Volatility 7% 81%
Risk-free interest rat 1.28% 2.25%
Expected lives (year: 5.7 5.6
Weighted average gre-date fair value $ 1.6C $ 14.4¢
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The allocation of stock-based compensation expeypsenctional area for the years ended Decembe@1] and 2010 was as follows:
Year Ended December 31

(in thousands) 2011 2010
Research and development $ 688 $ 954
Sales and marketir 15¢ 72
General and administrati\ 2,44z 3,76¢
Total $ 3,28t $ 4,79

We have a 100.0% valuation allowance recorded agaiir deferred tax assets, and as a result ASGd@d 8o effect on income tax
expense in the consolidated statement of operatiotige consolidated statement of cash flows. ABexfember 31, 2011, total unrecognized
compensation cost related to nonvested stock opticards was $461,000 and the related weighted gegrariod over which it is expected to
be recognized was 2.63 years.

Non-employee Stock-based Compensation Expense

Stock-based compensation expense related to spiicas granted to noamployees is recognized as the stock options ane@aCertai
former employees were converted into consultantsedCompany whereby their existing stock opticmstinued to vest, under the original
terms of their stock option grants, as they prodidensulting services to us. The values attribetabithese options are amortized over the
service period and the unvested portion of thesiermpwas remeasured at each vesting date. Wevbdhat the fair value of the stock options
is more reliably measurable than the fair valuthefservices received. The fair value of the stmations granted were revalued at each
reporting date using the Black-Scholes valuatiomlehas prescribed by ASC 505, “Equity,” using tbkdiwing average assumptions:

Year Ended December 31,

2011 2010
Dividend yield — % — %
Volatility 80% 82%
Risk-free interest rat 1.07% 3.1%
Expected lives (year: 5.6€ 7.81
Weighted average fair vall $ 1.07 $ 14.4¢

The stock-based compensation expense will fluctagtihe fair market value of the common stock flatds. In connection with stock
options relating to non-employees, we recordecksbased compensation allocated by functional avethe years ended December 31, 2011
and 2010 as follows:

Year Ended December 31,

(in thousands) 2011 2010
Research and development $ 3 $ 38
Sales and marketir — 5
General and administrati\ 4 10C
Total $ 7 $ 148

401(k)Plan

Our 401(k) Plan allows eligible employees to defeto an annual limit of the lesser of 90.0% ofiglie compensation or a maximum
contribution amount subject to the Internal Reve8aevice annual contribution limit. We are not riegd to make contributions under the 401
(k) Plan. As of December 31, 2011 and 2010, we ma¥eontributed to the 401(k) Plan.
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NOTE 14: | NCOME T AXES

Domestic and foreign components of loss beforerimetaxes for the years ended December 31, 2012Gk@were as follows:

Year Ended December 31,

(in thousands) 2011 2010
Domestic $(17,69¢) $(18,907)
Foreign (99 (127

$(17,790 $(19,039)

Based on the available objective evidence, managebatieves it is more likely than not that the deferred tax assets will not be fully
realizable. Accordingly, we have provided a fulluation allowance against our net deferred taxtassteDecember 31, 2011 and 2010. There
was no income tax expense or benefit for the yeaded December 31, 2011 or 2010.

The components of deferred tax assets (liabilite€)ecember 31, 2011 and 2010 were as follows:

Year Ended December 31

(in thousands) 2011 2010
Deferred tax asset
Depreciation and amortizatic $ 11,15¢ $ 14,06¢
Other 1,617 1,60¢
Net operating losse 42,44 41,78¢
Total deferred tax asse 55,21¢ 57,46:
Valuation allowanct (55,210 (57,439
Net deferred tax asse $ 8 $ 30
Deferred tax liabilities
Other $ (8 $ (30
Total deferred tax liabilitie $ (8) $ (30
Net deferred tax asset (liabiliti $ — $ —

The reconciliation of the statutory federal incotae rate to the Company'’s effective tax rate fa years ended December 31, 2011 and
2010 was as follows:

Year Ended December 31,

2011 2010
Tax at federal statutory rate 34% 34%
State tax, net of federal bene 2 7
Valuation allowanct ()] 249
Change in warrant valuatic 1
Net operating loss and credit reduction due toice&82

limitations (11) 32
Permanent item 9 4
Other — 1
Effective income tax rat % — %
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As of December 31, 2011, we had a net operatirggddbapproximately $114,000,000 for federal and,$80,000 for state tax purpose:
not utilized, these carryforwards will begin to @epbeginning in 2017 for federal and 2012 foretatirposes. In 2012, approximately
$2,100,000 of state net operating loss will expind the state net operating losses will continuexfuire in 2013. If not utilized, the remaining
federal net operating loss will begin to expir€017, and the state net operating loss will comtittuexpire in 2013. As of December 31, 2010,
we had a net operating loss of approximately $X@RB@O0 for federal and $75,000,000 for state tap@ses.

Our ability to use our net operating loss credityfarwards may be restricted due to ownership gedmmitations occurring in the past
that could occur in the future, as required by 8ac882 of the Internal Revenue Code of 1986 (“Bac882”), as amended, as well as similar
state provisions. These ownership changes mayialgdhe amount of net operating loss credit clorywards that can be utilized annually to
offset future taxable income and tax, respectively.

We believe that a Section 382 ownership changeroetas a result of our follow-on public offerimgfebruary 2011. Any limitation
may result in the expiration of a portion of the aperating loss credit carryforwards before wtilian and any net operating loss credit
carryforwards that expire prior to utilization asesult of such limitations will be removed fromfelged tax assets with a corresponding
reduction of our valuation allowance. Due to thasence of a valuation allowance, it is not expedtet such limitations, if any, will have an
impact on our results of operations or financiaipon.

As of December 31, 2011 and 2010, we had $6,30066056,100,000 of net operating loss carryforwéma® our Japan operations,
respectively. If not utilized, this carryforwardlibegin to expire in 2012.

We believe that it is more likely than not that trenefit from certain deferred tax assets will betrealized due to the history of our
operating losses. In recognition of this risk, veed provided a valuation allowance on the defetagdissets relating to these assets. The
valuation allowance was $55,210,000 and $57,4330@kecember 31, 2011 and 2010, respectively. Boesdise of $2,223,000 between 2011
and 2010 is primarily due to adjustments to the efstin deferred tax assets, including a decreageipffective state tax rate.

We file income tax returns in the U.S. and in vasigtate jurisdictions with varying statutes ofitations. We have not been audited by
the Internal Revenue Service or any state inconfeanchise tax agency. As of December 31, 2011 fexeral returns for the years ended 2
through the current period and most state retwnthe years ended 2007 through the current pariedtill open to examination. In addition,
all of the net operating losses and research anelaf@ment credits generated in years earlier tl8 2nd 2007, respectively, are still subject
to Internal Revenue Service audit. The federal@alifornia tax returns for the year ended Decen®ie2010 reflect research and developr
carryforwards of $545,000 and $5,089,000, respelstiWWe have recognized additional deferred tartas®er federal and California research
and development credits of $136,000 and $102,00théyear ended December 31, 2011, respectivalynfdecember 31, 2011, our gross
unrecognized tax benefits are approximately $5@¥2which are attributable to research and devedmproredits. A reconciliation of the
change in our unrecognized tax benefits is asvaio

(in thousands) Federal Tax State Tax Total
Balance at December 31, 2C $ — $ — $ —
Increase in tax position during 20 54k 5,08¢ 5,634
Balance at December 31, 2C $ 54E $ 5,08¢ $5,63¢
Increase in tax position during 20 13€ 10z 23¢
Balance at December 31, 20 $ 681 $5,191 $5,87:

F-29



Table of Contents

The increase for the year ended December 31, 20ates to a tax position taken during 2011. Theeiase for the year ended
December 31, 2010 is related to tax positions takemg 2010 and prior years. If the $5,900,000mfecognized income tax benefit is
recognized, approximately $5,900,000 would imphetdffective tax rate in the period in which eatthe benefits is recognized.

We do not expect our unrecognized tax benefithémge significantly over the next 12 months. Wegaize interest and penalties
related to unrecognized tax benefits within theriest expense line and other expense line, respBgtin the consolidated statement of
operations. We have not recorded any interest malfies as a result of uncertain tax positionsfddezember 31, 2011 and 2010. Accrued
interest and penalties would be included withinrilated liability in the consolidated balance shee

NOTE 15: O THER R ELATED P ARTY T RANSACTIONS
Consulting Agreements

On March 26, 2009, we entered into a consultingament with our former chief executive officer anarent Director. For the years
ended December 31, 2011 and 2010, we incurred awh&24,000 in general and administrative expemsdsr the consultant arrangement,
respectively. On February 1, 2010, we re-hiredcthresultant as our chief executive officer.

On September 14, 2009, we entered into a consudtingement with our former Vice President and C&@énce Officer, Eric T. Fung,
M.D., Ph.D. For the year ended December 31, 20&0naurred $48,000 in research and developmentnsgseunder the consulting
arrangement. On February 1, 2010, this consultjrgeament was terminated when we re-hired Dr. Fgngua Senior Vice President and Chief
Science Officer. On November 2, 2011, we againredt@to a consulting agreement with Dr. Fung, wsigned effective on November 4,
2011. Pursuant to the terms of the consulting agee¢, Dr. Fung will serve as our Chief Medical ©fi and a member of our Scientific
Advisory Board. For the year ended December 31120t total amount of consulting fee expense forHDng was $6,000.

On June 17, 2011, we entered into a consultingeageat with Bruce A. Huebner. Pursuant to the tevfiiie consulting agreement,
Mr. Huebner provides consulting services regardizlgs, marketing, business development and compsti@tegy. For the year ended
December 31, 2011, the total amount of consultaggeixpense for Mr. Huebner was $9,200.

On March 1, 2012, we entered into a consultingement with our former Vice President of Strateghipwesigned effective February
2012. Pursuant to the terms of the consulting agee, our former Vice President of Strategy wibbyide consulting services.

NOTE 16: SUBSEQUENT E VENTS

In January 2012, we announced a restructuringtplatreamline our organization and reduce our eaglenditures compared to 2011.
This plan included eliminating the positions of €hinancial Officer and Vice President of Corper8trategy as well as a reduction in our
Territory Development and sales management pergonne

On February 9, 2012, we entered into a Settlemgnéedment and Release (the “Settlement Agreemeritfi)anthird party related
to losses on our short and long-term investmengsamious years. Under the terms of the SettlerAgnéement, we will receive a total
settlement of $1,000,000 (the “Total Settlement Amtt); $535,000 was paid in March 2012 and $465,8Qfayable by September 1, 2012.
We expect to receive approximately 70% of the T8&ttlement Amount, net of legal and related castd,will record the net amount in other
income when realized.

On March 22, 2012, we granted approximately 264866k options to our executive officers and emeé&s; vesting monthly over a
three year period. In addition, we granted appratéty 191,000 stock options to our executive offic@nd employees vesting 100% at March
31, 2013.
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THIRD AMENDED AND RESTATED BYLAWS

OF
VERMILLION, INC.

ARTICLE |
CORPORATE OFFICES

1.1 REGISTERED OFFICE

The registered office of the corporation shalliéhie City of Wilmington, County of New Castle, ®&taf Delaware. The name of the
registered agent of the corporation at such lonascCorporation Trust Company.

1.2 OTHER OFFICES
The board of directors may at any time establisieooffices at any place or places where the catjmr is qualified to do business.

ARTICLE Il
MEETINGS OF STOCKHOLDERS

2.1 PLACE OF MEETINGS

Meetings of stockholders shall be held at any pladthin or outside the State of Delaware, desigddty the board of directors. In the
absence of any such designation, stockholders’ingmeshall be held at the registered office ofdbiporation.

2.2 ANNUAL MEETING

The annual meeting of stockholders shall be hetth gaar on a date and at a time designated bydtel of directors. In the absence of
such designation, the annual meeting of stockhsldieall be held on the Second Tuesday of May ih gaar at 10:00 a.m. However, if such
day falls on a legal holiday, then the meetingldbalheld at the same time and place on the nexesdling full business day. At the meeting,
directors shall be elected and any other propenbss may be transacte




2.3 SPECIAL MEETING
A special meeting of the stockholders may be calé@ny time for any purpose or purposes, by tadof directors.

2.4 NOTICE OF STOCKHOLDERSMEETINGS

All notices of meetings with stockholders shallibevriting and shall be sent or otherwise givematordance with Section 2.5 of these
bylaws not less than ten (10) nor more than si&) flays before the date of the meeting to eadakistdder entitled to vote at such meeting.
The notice shall specify the place, date, and lobtiie meeting, and, in the case of a special mggetine purpose or purposes for which the
meeting is called.

2.5 MANNER OF GIVING NOTICE; AFFIDAVIT OF NOTICE

Written notice of any meeting of stockholders, Hitad, is given when deposited in the United Statad, postage prepaid, directed to
stockholder at his address as it appears on tledgof the corporation. An affidavit of the seargtor an assistant secretary or of the transfer
agent of the corporation that the notice has bégmgshall, in the absence of fraud, be prima favidence of the facts stated therein.

2.6 QUORUM

The holders of a majority of the stock issued amtanding and entitled to vote thereat, presepenson or represented by proxy, shall
constitute a quorum at all meetings of the stoadtéi for the transaction of business except aswise provided by statute or by the certific
of incorporation. If, however, such quorum is no#gent or represented at any meeting of the stéd&hm then the stockholders entitled to \
thereat, present in person or represented by pefrall have power to adjourn the meeting from tim#me, without notice other than
announcement at the meeting, until a quorum isetesr represented. At such adjourned meeting athadnquorum is present or represented,
any business may be transacted that might havetlm®sacted at the meeting as originally noticed.

2.7 ADJOURNED MEETING; NOTICE

When a meeting is adjourned to another time oreplanless these bylaws otherwise require, notiee net be given of the adjourned
meeting if the time and place thereof are annouatélde meeting at which the adjournment is takénhe adjourned meeting the corporation
may transact any business that might have beesacted at the original meeting. If the adjournmefdr more than thirty (30) days, or if after
the adjournment a new record date is fixed forattiieurned meeting, a notice of the adjourned meedivall be given to each stockholder of
record entitled to vote at the meeting.
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2.8 VOTING

The stockholders entitled to vote at any meetingtoékholders shall be determined in accordande thé provisions of Section 2.11 of
these bylaws, subject to the provisions of Sectkitsand 218 of the General Corporation Law of yal& (relating to voting rights of
fiduciaries, pledgors and joint owners of stock &m#oting trusts and other voting agreements).

Except as may be otherwise provided in the Ceatiéiof Incorporation, each stockholder shall béledtto one vote for each share of
capital stock held by such stockholder.

2.9 WAIVER OF NOTICE

Whenever notice is required to be given under anyigion of the General Corporation Law of Delawaref the certificate of
incorporation or these bylaws, a written waiverdod, signed by the person entitled to notice, Wweebefore or after the time stated therein,
shall be deemed equivalent to notice. Attendan@epErson at a meeting shall constitute a waiveotite of such meeting, except when the
person attends a meeting for the express purposigj@tting, at the beginning of the meeting, totthesaction of any business because the
meeting is not lawfully called or convened. Neittiez business to be transacted at, nor the pugfpaay regular or special meeting of the
stockholders need be specified in any written wadfenotice unless so required by the certificdtanoorporation or these bylaws.

2.10 RECORD DATE FOR STOCKHOLDER NOTICE; VOTING; ANG CONSENTS

In order that the corporation may determine theldiolders entitled to notice of or to vote at angeting of stockholders or any
adjournment thereof, or entitled to receive paynudrany dividend or other distribution or allotmeritany rights, or entitled to exercise any
rights in respect of any change, conversion or amgb of stock or for the purpose of any other laaétion, the board of directors may fix, in
advance, a record date, which shall not be morre dhdy (60) nor less than ten (10) days beforedédte of such meeting, nor more than sixty
(60) days prior to any other action.

If the board of directors does not so fix a rectate:

(a) The record date for determining stockholdetgled to notice of or to vote at a meeting of &foalders shall be at the close of
business on the day next preceding the day on wiathe is given, or, if notice is waived, at tHese of business on the day next precedin
day on which the meeting is held.

(b) The record date for determining stockholdetiled to express consent to corporate action iitivgr without a meeting when t
prior action by the board of directors is necesssingll be the day on which the first written carigs expressed.

-3



(c) The record date for determining stockholdersafoy other purpose shall be at the close of basina the day on which the bo
of directors adopts the resolution relating thereto

A determination of stockholders of record entittedhotice of or to vote at a meeting of stockhoddgnall apply to any adjournment of
meeting; provided, however, that the board of dinecmay fix a new record date for the adjourne@tng.

2.11 PROXIES

Each stockholder entitled to vote at a meetingatkdholders or to express consent or dissent fpacate action may authorize another
person or persons to act for him by a written pragned by the stockholder and filed with the ety of the corporation, but no such proxy
shall be voted or acted upon after three (3) yiars its date, unless the proxy provides for a Emgeriod. A proxy shall be deemed signed if
the stockholder’s name is placed on the proxy (hdwelby manual signature, typewriting, telegraptangmission or otherwise) by the
stockholder or the stockholder’s attorney-in-fadie revocability of a proxy that states on its feat it is irrevocable shall be governed by the
provisions of Section 212(e) of the General CorpionaLaw of Delaware.

2.12 LIST OF STOCKHOLDERS ENTITLED TO VOTE

The officer who has charge of the stock ledger odgporation shall prepare and make, at leastli@ndays before every meeting of
stockholders, a complete list of the stockholdetitled to vote at the meeting, arranged in alpkiagkorder, and showing the address of each
stockholder and the number of shares registerétkimame of each stockholder. Such list shall mndp the examination of any stockholder,
for any purpose germane to the meeting, duringhargtibusiness hours, for a period of at least 18y days prior to the meeting, either at a
place within the city where the meeting is to bilhehich place shall be specified in the noticetef meeting, or, if not so specified, at the
place where the meeting is to be held. The liski siteo be produced and kept at the time and phditee meeting during the whole time then
and may be inspected by any stockholder who issptes

2.13 ADVANCE NOTICE PROVISIONS FOR STOCKHOLDER PROSALS

(a) At an annual meeting or at a special meeting®ftockholders, only such business shall bewtiad as shall have been
properly brought before such meeting. To be progpamught before a meeting, business must be @ijdint before the meeting by the
corporation and specified in the notice of meefmgany supplement thereto) given by or at theatioa of the board of directors or any
committee thereof, (ii) brought before the meetiggor at the direction of the board of directorsany committee thereof, or (iii) otherwise
properly brought before the meeting by a stockhold®o (A) was a stockholder of record (and, witbpect to any beneficial owner, if differ
from such stockholder of record, on whose behalhdwsiness is proposed, only if such beneficial@wvas the beneficial owner of shares of
the corporation) both at the time of giving theio®tprovided for in this Section 2.13 and at tineetiof the meeting, (B) is entitled to vote at the
meeting, and (C) has complied with this SectiorBa4 to such business. Except for proposals propetie in accordance with Rule 14a-8 (or
any successor thereto) under the Securities Exehangof 1934, as amended, and the rules and riegnsathereunder (as so amended and
inclusive of such rules and regulations, tHexthange Act), and included in the notice of meeting givendmat the direction of the board of
directors, the foregoing clause (iii) shall be éxelusive means for a stockholder to propose basiteebe brought before a meeting of the
stockholders. Stockholders seeking to nominatersopeor persons for election to the board of doecimust comply with Section 2.14, and
Section 2.13 shall not be applicable to nominatiexcept as expressly provided in Section 2.14.
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(b) Without qualification, for business to be prdpdrought before a meeting by a stockholder,stoekholder must (i) provide
Timely Notice (as defined below) thereof in writingd in proper form (as provided for in Section3?c)) to the secretary of the corporation
and (ii) provide any updates or supplements to sintite at the times and in the forms requiredhiy $ection 2.13. To be timely, a
stockholder’s notice must be delivered to, or nthded received at, the principal executive officEthe corporation either, as applicable (such
notice within the following time periods,Timely Notice):

(1) for an annual meeting, not earlier than the lmnedred twentieth (120th) day nor later than timetieth (90th) day
prior to the one-year anniversary of the precegiegr’s annual meeting; provided, however, thatéf date of the annual meeting is more than
thirty (30) days before or more than sixty (60) slajter such anniversary date, notice by the studien to be timely must be so delivered, or
mailed and received, on or before the later otffe)ninetieth (90th) day prior to such annual mmegtr (y) the tenth (10th) day following the
date on which Public Disclosure (as defined belofithe date of such annual meeting was first made,

(2) for a special meeting, not earlier than the lomedred twentieth (120th) day nor later than timetieth (90th) day
prior to such special meeting or, if later, thetlefiOth) day following the date on which PublicsBlbsure of the date of such special meeting
was first made.

In no event shall any adjournment or postponemeanh@nnual meeting or of a special meeting omltiheouncement thereof commence a
new time period (or extend any time period) for gieng of Timely Notice as described above.

(c) To be in proper form for purposes of this Sme.13, a stockholder’s notice to the secretaajl slet forth:

(i) As to each Proposing Person (as defined belp4)the name and address of such Proposing Péirsdnding, if
applicable, the name and address that appear aotheration’s books and records) and (B) the ateseries and number of shares of the
corporation that are, directly or indirectly, owngfdrecord or beneficially owned (within the meagniof Rule 13d3 under the Exchange Act)
such Proposing Person, except that such Proposirspishall in all events be deemed to benefic@allp any shares of any class or series of
the corporation as to which such Proposing Persgrelright to acquire beneficial ownership at amgtin the future (the disclosures to be
made pursuant to the foregoing clauses (A) and(BYeferred to asStockholder Informatioty);
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(i) As to each Proposing Person, (A) any derivatswap or other transaction or series of tranmagttngaged in, directly or
indirectly, by such Proposing Person, the purpasdffect of which is to give such Proposing Persoanomic risk similar to ownership of
shares of any class or series of the corporatimiydling due to the fact that the value of suclivdéive, swap or other transaction or series of
transactions is determined by reference to theeprialue or volatility of any shares of any classeries of the corporation, or which derivat
swap or other transaction or series of transactwogides, directly or indirectly, the opportuntty profit from any increase in the price or va
of shares of any class or series of the corporgtag such derivative, swap or other transactiosenies of transactions as described in this
clause (A) is referred to as &Yynthetic Equity Interes}, all of which Synthetic Equity Interests sha#l Hisclosed without regard to whether
(x) any such Synthetic Equity Interest conveys aiyng rights in shares of any class or seriehefdorporation to such Proposing Person,

(y) any such Synthetic Equity Interest is requit@the, or is capable of being, settled throughveeji of shares of any class or series of the
corporation or (z) such Proposing Person may hatered into other transactions that hedge or méi¢fze economic effect of such Synthetic
Equity Interest, (B) any proxy (other than a reMdlegoroxy or consent given in response to a salich made pursuant to, and in accordance
with, Section 14(a) of the Exchange Act by way abéicitation statement filed on Schedule 14A) esgnent, arrangement, understanding or
relationship pursuant to which such Proposing Rehes or shares a right to vote any shares of lasg or series of the corporation, (C) any
agreement, arrangement, understanding or relafjprisicluding any repurchase or similar stock baiirgy agreement or arrangement, engaged
in, directly or indirectly, by such Proposing Persthe purpose or effect of which is to mitigateddo, reduce the economic risk (of ownership
or otherwise) of shares of any class or seriek@tbrporation by, manage the risk of share piti@nges for, or increase or decrease the voting
power of, such Proposing Person with respect taliaees of any class or series of the corporatiowhich provides, directly or indirectly, the
opportunity to profit from any decrease in the erix value of the shares of any class or seriéiseo€orporation (any such agreement,
arrangement, understanding or relationship as ibestin this clause (C) is referred to as@hbrt Interest), (D) any rights to dividends on tl
shares of any class or series of the corporatiameovbeneficially by such Proposing Person thataparated or separable from the underlying
shares of the corporation, (E) any performancededltees (other than an asset based fee) thatsoplosing Person is entitled to based on any
increase or decrease in the price or value of stafrany class or series of the corporation, or@ymthetic Equity Interests or Short Interest
any, and (F) any other information relating to sécbposing Person that would be required to bdatied in a proxy statement or other filing
required to be made in connection with solicitasiof proxies or consents by such Proposing Perssapport of the business proposed to be
brought before the meeting pursuant to Section)lef(the Exchange Act (the disclosures to be madsyant to the foregoing clauses

(A) through (F) are referred to a®isclosable Interesty; provided, however, that Disclosable Interestalsnot include any such disclosures
with respect to the ordinary course business diets/of any broker, dealer, commercial bank, toashpany or other nominee who is a
Proposing Person solely as a result of being thekbblder directed to prepare and submit the no&qeired by these bylaws on behalf of a
beneficial owner; and
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(iii) As to each item of business that the stockeolproposes to bring before the meeting, (A) ageably brief description
of the business desired to be brought before thatingg the reasons for conducting such busineganeeting and any material interest in
such business of each Proposing Person, (B) thetéxe proposal or business (including the téxdry resolutions proposed for
consideration), and (C) a reasonably detailed gagmn of all agreements, arrangements understgsdand relationships (x) between or am
any of the Proposing Persons or (y) between or gnaoy Proposing Person and any other person, imgjude name of such other person, in
connection with the proposal of such business loh stockholder.

For purposes of this Section 2.13, the terRrdposing Persori shall mean (i) the stockholder providing the netbf business proposed
to be brought before a meeting, (ii) the benefioiaher or beneficial owners, if different from aRyoposing Person pursuant to the foregoing
clause (i), on whose behalf the notice of the bessrproposed to be brought before the meetingde nféi) any affiliate or associate (each
within the meaning of Rule 12b-2 under the Exchafigefor purposes of these bylaws) of any Propo$iegson pursuant to the foregoing
clauses (i) or (ii), and (iv) any other person withom any Proposing Person pursuant to the forggdauses (i), (i) or (iii) is Acting in
Concert (as defined below).

A person shall be deemed to bActing in Concert with another person for purposes of these byldwach person knowingly acts
(whether or not pursuant to an express agreemeahgement or understanding) in concert with, arai@ls a common goal relating to the
management, governance or control of the corporatigparallel with, such other person where (A)reperson is conscious of the other
person’s conduct or intent and this awareness eeamnent in their decisiomaking processes and (B) at least one additioctbifauggests th
such persons intend to act in concert or in pdrallieich such additional factors may include, withémitation, exchanging information
(whether publicly or privately), attending meetingsnducting discussions, or making or solicitingitations to act in concert or in parallel;
provided, however, that a person shall not be ddamée Acting in Concert with any other persoreboés a result of the solicitation or rect
of revocable proxies or consents from such othesgrein response to a solicitation made pursuararid in accordance with, Section 14(a) of
the Exchange Act by way of a proxy or consent #alion statement filed on Schedule 14A. A persatidg in Concert with another person
shall be deemed to be Acting in Concert with angdtparty who is also Acting in Concert with sudher person.

(d) A stockholder providing notice of business megd to be brought before a meeting shall furtpeiate and supplement such
notice, if necessary, so that the information paledi or required to be provided in such notice pamsto this Section 2.13 shall be true and
correct as of the record date for the meeting amaf ¢he date that is ten (10) business days pithe meeting or any adjournment or
postponement thereof, and such update and suppiesn@ihbe delivered to, or mailed and receivedtbg,secretary at the principal executive
offices of the corporation not later than five frjsiness days after the record date for the mektitige case of the update and supplement
required to be made as of the record date, antatestthan eight (8) business days, if practicgbteif not practicable, on the first practicable
date) prior to the date for the meeting or any adjment or postponement thereof, in the case ofipldate and supplement required to be n
as of ten (10) business days prior to the meetirapng adjournment or postponement thereof.
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(e) Notwithstanding anything in these bylaws todbatrary, no business shall be conducted at aingeexcept in accordance with
this Section 2.13. The board of directors, chairmfthe board, presiding officer of the meetingposident shall, if the facts warrant,
determine that the business was not properly bridbgfiore the meeting in accordance with this Sac2d 3, and if he or she should so
determine, he or she shall so declare to the ngeatid any such business not properly brought bélfi@reneeting shall not be transacted.

(f) This Section 2.13 is expressly intended to gpplany business proposed to be brought beforeating of stockholders
regardless of whether (i) such proposal is madsyaunt to Rule 14a-8 under the Exchange Act (orsaicgessor thereto) or (ii) such business is
already the subject of any notice to the stockhslde Public Disclosure from the board of directdnsaddition to the requirements of this
Section 2.13 with respect to any business proptmsbd brought before a meeting, each ProposingRestsall comply with all applicable
requirements of the Exchange Act with respect tosarch business; provided, however, that refereimcteese bylaws to the Exchange Act, or
the rules and regulations promulgated thereundenarrintended to and shall not limit the requirateef these bylaws applicable to
nominations or proposals or any other businese toolasidered pursuant to these bylaws regardlgbe stockholder’s intent to utilize Rule
14a-8 under the Exchange Act (or any successcetthleNothing in this Section 2.13 shall be deemaeglffect the rights of stockholders to
request inclusion of proposals in the corporatigumtsxy statement pursuant to Rule 14a-8 under ¥obd&hge Act (or any successor thereto).

(g) For purposes of these bylaws?ublic Disclosure’ shall mean disclosure in a press release reptsteainational news service
or in a document publicly filed by the corporatigith the Securities and Exchange Commission putsieaBections 13, 14 or 15(d) of the
Exchange Act.

2.14 ADVANCE NOTICE PROVISIONS FOR STOCKHOLDER NONATIONS

(a) Nominations of any person for election to tbard of directors at an annual meeting or at aiaps®eting may be made at st
meeting only (i) by or at the direction of the babaf directors, including by any committee or peisappointed by the board of directors, or
(i) by a stockholder who (A) was a stockholderetord (and, with respect to any beneficial owifatifferent from such stockholder of recc
on whose behalf such nomination is proposed to &dademonly if such beneficial owner was the benafiocivner of shares of the corporation)
both at the time of giving the notice provided iiothis Section 2.14 and at the time of the meet{Byis entitled to vote at the meeting, and
(C) has complied with this Section 2.14 as to summination. The foregoing clause (ii) shall be ¢xelusive means for a stockholder to make
any nomination of a person or persons for eledtiae board of directors at an annual meeting arspecial meeting.
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(b) Without qualification, for a stockholder to nealiny nomination of a person or persons for eledtiche board of directors at an
annual meeting or at a special meeting, the stddkhonust (i) provide Timely Notice (as defined3ection 2.13) thereof in writing and in
proper form (as set forth in Section 2.14(c)) te secretary of the corporation at the principakextge offices of the corporation, and
(i) provide any updates or supplements to sucitedat the times and in the forms required by 8estion 2.14. In no event shall any
adjournment or postponement of an annual meeting arspecial meeting or the announcement thei@ohtence a new time period (or ext:
any time period) for the giving of a stockholdan@tice as described in this Section 2.14(b).

(c) To be in proper form for purposes of this Sat.14, a stockholder’s notice to the secretagyl slet forth:

(i) As to each Nominating Person (as defined beloin® Stockholder Information (as defined in Set®ol3(c)(i), except
that for purposes of this Section 2.14 the termrifimting Person” shall be substituted for the t&Rmoposing Person” in all places it appears
in Section 2.13(c)(i));

(i) As to each Nominating Person, any Disclosdbterests (as defined in Section 2.13(c)(ii), exdbpt for purposes of this
Section 2.14 the term “Nominating Person” shalsbbstituted for the term “Proposing Person” inpédices it appears in Section 2.13(c)(ii) and
the disclosure in clause (F) of Section 2.13(cHiiall be made with respect to the election ofadines at the meeting);

(iii) As to each person whom a Nominating Persaippses to nominate for election as a directoralAnformation with
respect to such proposed nominee that would beregtito be set forth in a stockholder’s notice parg to this Section 2.14 if such proposed
nominee were a Nominating Person, (B) all informratielating to such proposed nominee that woulcebeired to be disclosed in a proxy
statement or other filings required to be madeoimection with solicitations of proxies for electiof directors in a contested election pursuant
to Section 14(a) under the Exchange Act (includinognot limited to such proposed nominee’s writtensent to being named in the proxy
statement as a nominee and to serving as a diiéefected), and (C) a description of all direntldndirect compensation and other material
monetary agreements, arrangements and understardiingg the past three years, and any other rahtetationships, between or among any
Nominating Person, on the one hand, and each pedpoaminee, such proposed nom’s respective affiliates and associates, and alngrot
persons with whom such proposed nominee (or asycii proposed nominee’s respective affiliates so@ates) is Acting in Concert, on the
other hand, including, without limitation, all infoation that would be required to be disclosed ypamsto Item 404 under Regulation S-K if
such Nominating Person were the “registrant” fompmses of such rule and the proposed nominee wairector or executive officer of such
registrant; and
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(iv) If required by the corporation, as to any pgepd nominee, such other information (A) as magaeably be required by
the corporation to determine the eligibility of fyzroposed nominee to serve as an independentatigfche corporation or (B) that could be
material to a reasonable stockholder’s understgnalirthe independence or lack of independence af puoposed nominee.

For purposes of this Section 2.14, the terNo'minating Persoti shall mean (i) the stockholder providing the netbf the nomination
proposed to be made at the meeting, (ii) the beiaéfiwner or beneficial owners, if different fraamy Nominating Person pursuant to the
foregoing clause (i), on whose behalf the noticthefnomination proposed to be made at the meitinde, (iii) any affiliate or associate of
any Nominating Person pursuant to the foregoingsda (i) or (ii), and (iv) any other person withamthnany Nominating Person pursuant to the
foregoing clauses (i), (ii), or (iii) is Acting iG@oncert.

(d) A stockholder providing notice of any hominatiproposed to be made at a meeting shall furthéatepand supplement such
notice, if necessary, so that the information paledi or required to be provided in such notice pamsto this Section 2.14 shall be true and
correct as of the record date for the meeting anof ghe date that is ten (10) business days twitire meeting or any adjournment or
postponement thereof, and such update and suppiesn@ihbe delivered to, or mailed and receivedtbg,secretary at the principal executive
offices of the corporation not later than five fhisiness days after the record date for the megtitige case of the update and supplement
required to be made as of the record date, anthtestthan eight (8) business days, if practicébteif not practicable, on the first practicable
date) prior to the date for the meeting or any adjment or postponement thereof, in the case ofipldate and supplement required to be n
as of ten (10) business days prior to the meetirang adjournment or postponement thereof.

(e) Notwithstanding anything in these bylaws todbatrary, no person shall be eligible for electésna director of the corporation
unless nominated in accordance with this Sectidd.2lhe board of directors, chairman of the boprdsiding officer of the meeting or
president shall, if the facts warrant, determireg thnomination was not properly made in accordavittethis Section 2.14, and if he or she
should so determine, he or she shall so declatedetermination to the meeting and any such nongimatot properly made shall be
disregarded.

(f) This Section 2.14 is expressly intended to gpplany nomination proposed to be made at an dmomispecial meeting of
stockholders regardless of whether the electiadirettors is already the subject of any noticehtodtockholders or Public Disclosure from the
board of directors. In addition to the requiremenftthis Section 2.14 with respect to any nhominapooposed to be made at a meeting, each
Nominating Person shall comply with all applicat#guirements of the Exchange Act with respect foarch nominations; provided, howe\
that references in these bylaws to the Exchanggeohdhe rules and regulations promulgated thereuate not intended to and shall not limit
the requirements of these bylaws applicable to nations or proposals or any other business to bsidered pursuant to these bylaws
regardless of the stockholder’s intent to utiliaddr14a-8 under the Exchange Act (or any succalsoeto). Nothing in this Section 2.14 shall
be deemed to affect the rights of stockholdergtmest inclusion of proposals in the corporatigmisxy statement pursuant to Rule 18lande
the Exchange Act (or any successor thereto).
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ARTICLE 1l
DIRECTORS

3.1 POWERS

Subject to the provisions of the General Corporetiaw of Delaware and any limitations in the céetife of incorporation or these
bylaws relating to action required to be approvedhe stockholders or by the outstanding sharesbtisiness and affairs of the corporation
shall be managed and all corporate powers shakbecised by or under the direction of the boardidctors.

3.2 NUMBER OF DIRECTORS

The board of directors shall consist of seven (&jmpoers. The number of directors may be changech layreendment to this bylaw, duly
adopted by the board of directors or by the stoldédrs, or by a duly adopted amendment to the @sté of incorporation. Upon the closing of
the first sale of the corporation’s common stockspant to a firmly underwritten registered publiftedng (the “IPO ), the directors shall be
divided into three classes, with the term of offadehe first class, which class shall initiallyrsist of two directors, to expire at the first aahu
meeting of stockholders held after the IPO; thetef office of the second class, which shall idigi@onsist of three directors, to expire at the
second annual meeting of stockholders held afeetRI©D; the term of office of the third class, whidhss shall initially consist of three
directors, to expire at the third annual meetingtotkholders held after the IPO; and thereafteeéxh such term to expire at each third
succeeding annual meeting of stockholders held siteh election.

No reduction of the authorized number of direcsirall have the effect of removing any director befihat director’s term of office
expires.

3.3 ELECTION, QUALIFICATION AND TERM OF OFFICE OF IRECTORS

Except as provided in Section 3.4 of these bylalivectors shall be elected at each annual meefistpokholders to hold office until the
next annual meeting. Directors need not be stoddrslunless so required by the certificate of ipomation or these bylaws, wherein other
qualifications for directors may be prescribed. edirector, including a director elected to fivacancy, shall hold office until his successor is
elected and qualified or until his earlier resigomtor removal.

Elections of directors need not be by written Hallo
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3.4 RESIGNATION AND VACANCIES

Any director may resign at any time upon writteniceto the corporation. When one or more direcsarsesigns and the resignation is
effective at a future date, a majority of the dices then in office, including those who have ssigeed, shall have power to fill such vacanc
vacancies, the vote thereon to take effect wheh segignation or resignations shall become effectind each director so chosen shall hold
office as provided in this section in the fillinff@ther vacancies.

Unless otherwise provided in the certificate ofoirporation or these bylaws:

(a) Vacancies and newly created directorships tiegulrom any increase in the authorized numbetictors elected by all of the
stockholders having the right to vote as a sintlescmay be filled by a majority of the directdnsr in office, although less than a quorum, or
by a sole remaining director.

(b) Whenever the holders of any class or classesogk or series thereof are entitled to elect@mm@ore directors by the provisions
of the certificate of incorporation, vacancies aewvly created directorships of such class or ctaesseries may be filled by a majority of the
directors elected by such class or classes orssirgeeof then in office, or by a sole remainingdior so elected.

If at any time, by reason of death or resignatioontber cause, the corporation should have no ireén office, then any officer or any
stockholder or an executor, administrator, trusteguardian of a stockholder, or other fiduciaryrested with like responsibility for the person
or estate of a stockholder, may call a special mgetf stockholders in accordance with the provisiof the certificate of incorporation or th
bylaws, or may apply to the Court of Chancery falearee summarily ordering an election as providegection 211 of the General
Corporation Law of Delaware.

If, at the time of filling any vacancy or any newdyeated directorship, the directors then in officastitute less than a majority of the
whole board (as constituted immediately prior tg anch increase), then the Court of Chancery magn@application of any stockholder or
stockholders holding at least ten (10) percenheftbtal number of the shares at the time outstgnigiaving the right to vote for such directors,
summarily order an election to be held to fill auch vacancies or newly created directorshipsy oeplace the directors chosen by the
directors then in office as aforesaid, which etatshall be governed by the provisions of Sectibh & the General Corporation Law of
Delaware as far as applicable.

3.5 PLACE OF MEETINGS; MEETINGS BY TELEPHONE
The board of directors of the corporation may hukktings, both regular and special, either withiowside the State of Delaware.
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Unless otherwise restricted by the certificatengbrporation or these bylaws, members of the bofdirectors, or any committee
designated by the board of directors, may partieifima meeting of the board of directors, or anmmittee, by means of conference telephone
or similar communications equipment by means ofcWlall persons participating in the meeting carr leeah other, and such participation in a
meeting shall constitute presence in person ateting.

3.6 FIRST MEETINGS

The first meeting of each newly elected board ofators shall be held at such time and place dklshéixed by the vote of the
stockholders at the annual meeting and no noticeich meeting need be given to the newly electestidirs in order legally to constitute the
meeting, provided a quorum shall be present. Irettent of the failure of the stockholders to fie time or place of such first meeting of the
newly elected board of directors, or in the eveithsmeeting is not held at the time and placexafby the stockholders, the meeting may be
held at such time and place as shall be specifiednotice given as hereinafter provided for speuietings of the board of directors, or as
shall be specified in a written waiver signed Hyoékhe directors.

3.7 REGULAR MEETINGS

Regular meetings of the board of directors mayeid tithout notice at such time and at such placshall from time to time be
determined by the board.

3.8 SPECIAL MEETINGS; NOTICE

Special meetings of the board may be called bythsident on 48 hours’ notice to each directohegipersonally or by mail, telegram,
telex, or telephone; special meetings shall beeddlly the president or secretary in like manneramtike notice on the written request of two
(2) directors unless the board consists of only@pairector, in which case special meetings dhaltalled by the president or secretary in like
manner and on like notice on the written requeshefsole director.

3.9 QUORUM

At all meetings of the board of directors, a majodf the authorized number of directors shall ¢ibate a quorum for the transaction of
business and the act of a majority of the diregwesent at any meeting at which there is a quatiat be the act of the board of directors,
except as may be otherwise specifically providedthyute or by the certificate of incorporationalfjluorum is not present at any meeting o
board of directors, then the directors presenetitemay adjourn the meeting from time to time, withnotice other than announcement at the
meeting, until a quorum is present.

3.10 WAIVER OF NOTICE

Whenever notice is required to be given under anyigion of the General Corporation Law of Delawaref the certificate of
incorporation or these bylaws, a written waiverdod, signed by the person entitled to notice, Wweebefore or after the time stated therein,
shall be deemed equivalent to notice. Attendana@eprson at a meeting shall constitute a waiveotite of such meeting, except when the
person attends a meeting for the express purposiej@dting, at the beginning of the meeting, totthasaction of any business because the
meeting is not lawfully called or convened. Neittiez business to be transacted at, nor the pugfpa@y regular or special meeting of the
directors, or members of a committee of directoegd be specified in any written waiver of notioéess so required by the certificate of
incorporation or these bylaws.
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3.11 ADJOURNED MEETING; NOTICE

If a quorum is not present at any meeting of therbf directors, then the directors present theresy adjourn the meeting from time to
time, without notice other than announcement atiketing, until a quorum is present.

3.12 BOARD ACTION BY WRITTEN CONSENT WITHOUT A MEEING

Unless otherwise restricted by the certificatenabirporation or these bylaws, any action requiregesmitted to be taken at any meeting
of the board of directors, or of any committee doér may be taken without a meeting if all memlzdrhe board or committee, as the case
be, consent thereto in writing and the writing aitings are filed with the minutes of proceedindsh® board or committee.

3.13 FEES AND COMPENSATION OF DIRECTORS

Unless otherwise restricted by the certificatenabrporation or these bylaws, the board of direcstvall have the authority to fix the
compensation of directors.

3.14 APPROVAL OF LOANS TO OFFICERS

The corporation may lend money to, or guaranteeahtigation of, or otherwise assist any officeroter employee of the corporation or
of its subsidiary, including any officer or empl@yeho is a director of the corporation or its sdlasiy, whenever, in the judgment of the
directors, such loan, guaranty or assistance nasorebly be expected to benefit the corporatioe.l®&n, guaranty or other assistance may be
with or without interest and may be unsecuredgeguged in such manner as the board of directolbagharove, including, without limitation,
pledge of shares of stock of the corporation. N@thiontained in this section shall be deemed tg damit or restrict the powers of guaranty
warranty of the corporation at common law or uraley statute.

3.15 REMOVAL OF DIRECTORS

Unless otherwise restricted by statute, by thefimte of incorporation or by these bylaws, ansedtor or the entire board of directors
may be removed, with or without cause, by the haldé a majority of the shares then entitled teevatan election of directors.
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No reduction of the authorized number of directirall have the effect of removing any director ptathe expiration of such director’s
term of office.

ARTICLE IV
COMMITTEES

4.1 COMMITTEES OF DIRECTORS

The board of directors may, by resolution passed majority of the whole board, designate one oremommittees, with each
committee to consist of one or more of the directafrthe corporation. The board may designate omeove directors as alternate members of
any committee, who may replace any absent or digiggbmember at any meeting of the committee Ha &bsence or disqualification of a
member of a committee, the member or members thpresent at any meeting and not disqualified frating, whether or not he or they
constitute a quorum, may unanimously appoint arratiember of the board of directors to act at theting in the place of any such absent or
disqualified member. Any such committee, to theeekprovided in the resolution of the board of dioes or in the bylaws of the corporation,
shall have and may exercise all the powers andadatgtiof the board of directors in the managemdrihe business and affairs of the
corporation, and may authorize the seal of thea@matjpn to be affixed to all papers that may regitir but no such committee shall have the
power or authority to (i) amend the certificatdraforporation (except that a committee may, toekient authorized in the resolution or
resolutions providing for the issuance of sharestoék adopted by the board of directors as pravidesection 151(a) of the General
Corporation Law of Delaware, fix any of the preferes or rights of such shares relating to dividerelfemption, dissolution, any distribution
of assets of the corporation or the conversion iotdhe exchange of such shares for, shares obtlugy class or classes or any other series of
the same or any other class or classes of stottleaforporation), (ii) adopt an agreement of mergeronsolidation under Sections 251 or 252
of the General Corporation Law of Delaware, (i@tommend to the stockholders the sale, lease baege of all or substantially all of the
corporation’s property and assets, (iv) recommertti¢ stockholders a dissolution of the corporatioa revocation of a dissolution, or
(v) amend the bylaws of the corporation; and, untas board resolution establishing the committezbylaws or the certificate of
incorporation expressly so provide, no such conamitthall have the power or authority to declarvidehd, to authorize the issuance of stc
or to adopt a certificate of ownership and mergespant to Section 253 of the General Corporatiaw bf Delaware.

4.2 COMMITTEE MINUTES
Each committee shall keep regular minutes of itetings and report the same to the board of directtwen required.
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4.3 MEETINGS AND ACTION OF COMMITTEES

Meetings and actions of committees shall be govkhye and held and taken in accordance with, tbgigions of Article Ill of these
bylaws, Section 3.5 (place of meetings and meetiygelephone), Section 3.7 (regular meetings)ti®e8.8 (special meetings and notice),
Section 3.9 (quorum), Section 3.10 (waiver of retiSection 3.11 (adjournment and notice of adjmemt), and Section 3.12 (action without a
meeting), with such changes in the context of thnydaws as are necessary to substitute the conandtid its members for the board of
directors and its members; provided, however, ttihatime of regular meetings of committees may hiscalled by resolution of the board of
directors and that notice of special meetings ofimittees shall also be given to all alternate mashweho shall have the right to attend all
meetings of the committee. The board of directosy mdopt rules for the government of any commitigteinconsistent with the provisions of
these bylaws.

ARTICLE V
OFFICERS

5.1 OFFICERS

The officers of the corporation shall be a presidene or more vice presidents, a secretary, anehaurer. The corporation may also
have, at the discretion of the board of directarshairman of the board, one or more assistantpriegidents, assistant secretaries, assistant
treasurers, and any such other officers as maypeisted in accordance with the provisions of $ec8.3 of these bylaws. Any number of
offices may be held by the same person.

5.2 ELECTION OF OFFICERS

The officers of the corporation, except such offices may be appointed in accordance with the gians of Sections 5.3 or 5.5 of these
bylaws, shall be chosen by the board of directubject to the rights, if any, of an officer undey contract of employment.

5.3 SUBORDINATE OFFICERS

The board of directors may appoint, or empowempttesident to appoint, such other officers and agasthe business of the corporation
may require, each of whom shall hold office fortsperiod, have such authority, and perform suckedwts are provided in these bylaws or as
the board of directors may from time to time deteen

5.4 REMOVAL AND RESIGNATION OF OFFICERS

Subject to the rights, if any, of an officer un@dery contract of employment, any officer may be reeth either with or without cause, by
an affirmative vote of the majority of the boarddifectors at any regular or special meeting ofttbard or, except in the case of an officer
chosen by the board of directors, by any officesruprhom such power of removal may be conferrecheybbard of directors.
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Any officer may resign at any time by giving writt@otice to the corporation. Any resignation skeitke effect at the date of the receip
that notice or at any later time specified in thatice; and, unless otherwise specified in thaicepthe acceptance of the resignation shall not
be necessary to make it effective. Any resignasomithout prejudice to the rights, if any, of tberporation under any contract to which the
officer is a party.

5.5 VACANCIES IN OFFICES
Any vacancy occurring in any office of the corpaatshall be filled by the board of directors.

5.6 CHAIRMAN OF THE BOARD

The chairman of the board, if such an officer leetd, shall, if present, preside at meetings®bthard of directors and exercise and
perform such other powers and duties as may frore to time be assigned to him by the board of threcor as may be prescribed by these
bylaws. If there is no president, then the chairmfie board shall also be the chief executiveceffof the corporation and shall have the
powers and duties prescribed in Section 5.7 ofetlwytaws.

5.7 PRESIDENT

Subiject to such supervisory powers, if any, as beagiven by the board of directors to the chairoftie board, if there be such an
officer, the president shall be the chief executffecer of the corporation and shall, subjecthe tontrol of the board of directors, have ger
supervision, direction, and control of the businesd the officers of the corporation. He shall grest all meetings of the stockholders and, in
the absence or nonexistence of a chairman of thedbat all meetings of the board of directors.sHall have the general powers and duties of
management usually vested in the office of predidéa corporation and shall have such other powrdsduties as may be prescribed by the
board of directors or these bylaws.

5.8 VICE PRESIDENT

In the absence or disability of the presidentvice presidents, if any, in order of their rankfiasd by the board of directors or, if not
ranked, a vice president designated by the boaditectors, shall perform all the duties of thegident and when so acting shall have all the
powers of, and be subject to all the restrictiopsny the president. The vice presidents shall kaeé other powers and perform such other
duties as from time to time may be prescribedtient respectively by the board of directors, thedawiss, the president or the chairman of the
board.
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5.9 SECRETARY

The secretary shall keep or cause to be keptegtrihcipal executive office of the corporationsoich other place as the board of direc
may direct, a book of minutes of all meetings aciibas of directors, committees of directors, atutisholders. The minutes shall show the
time and place of each meeting, whether regulapecial (and, if special, how authorized and th&caagiven), the names of those present at
directors’ meetings or committee meetings, the nemalb shares present or represented at stockhbldeetings, and the proceedings thereof.

The secretary shall keep, or cause to be kegteagtrincipal executive office of the corporationabthe office of the corporationtransfe
agent or registrar, as determined by resolutiath@fboard of directors, a share register, or aicafgl share register, showing the names of all
stockholders and their addresses, the number asdad of shares held by each, the number andfdzetificates evidencing such shares, and
the number and date of cancellation of every Geati¢ surrendered for cancellation.

The secretary shall give, or cause to be givencaat all meetings of the stockholders and oftibard of directors required to be given
by law or by these bylaws. He shall keep the sktidecorporation, if one be adopted, in safe alystnd shall have such other powers and
perform such other duties as may be prescribetidopoard of directors or by these bylaws.

5.10 TREASURER

The treasurer shall keep and maintain, or caube t@ept and maintained, adequate and correct karaksecords of accounts of the
properties and business transactions of the caiiparancluding accounts of its assets, liabilitiesceipts, disbursements, gains, losses, capital,
retained earnings, and shares. The books of acsbalitat all reasonable times be open to inspechip any director.

The treasurer shall deposit all money and otharaldés in the name and to the credit of the cotmoravith such depositaries as may be
designated by the board of directors. He shalluisbthe funds of the corporation as may be ordeyeatie board of directors, shall render to
the president and directors, whenever they redyest account of all of his transactions as treasand of the financial condition of the
corporation, and shall have such other powers anfdpn such other duties as may be prescribed épdlard of directors or these bylaws.

5.11 ASSISTANT SECRETARY

The assistant secretary, or, if there is more tivam the assistant secretaries in the order detedhiiy the stockholders or board of
directors (or if there be no such determinatioentin the order of their election) shall, in thesafce of the secretary or in the event of his ¢
inability or refusal to act, perform the duties anrcise the powers of the secretary and shdbersuch other duties and have such other
powers as the board of directors or the stockhsldey from time to time prescribe.
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5.12 ASSISTANT TREASURER

The assistant treasurer, or, if there is more tra) the assistant treasurers, in the order detedhiily the stockholders or board of
directors (or if there be no such determinatioentm the order of their election), shall, in thes@nce of the treasurer or in the event of his or
her inability or refusal to act, perform the dutéexl exercise the powers of the treasurer and gedtirm such other duties and have such other
powers as the board of directors or the stockhsldey from time to time prescribe.

5.13 AUTHORITY AND DUTIES OF OFFICERS

In addition to the foregoing authority and dutiak officers of the corporation shall respectivigve such authority and perform such
duties in the management of the business of theocation as may be designated from time to timéhkyboard of directors or the stockhold

ARTICLE VI
INDEMNITY

6.1 INDEMNIFICATION OF DIRECTORS AND OFFICERS

The corporation shall, to the maximum extent anthéxmanner permitted by the General Corporatiom bBDelaware, indemnify each
of its directors and officers against expensedying attorneys’ fees), judgments, fines, settleteeand other amounts actually and
reasonably incurred in connection with any procegdarising by reason of the fact that such peisan was an agent of the corporation. For
purposes of this Section 6.1, a “director” or “offi” of the corporation includes any person (i) vibwor was a director or officer of the
corporation, (ii) who is or was serving at the respuof the corporation as a director or officeanbther corporation, partnership, joint venture,
trust or other enterprise, or (iii) who was a diceor officer of a corporation which was a predesze corporation of the corporation or of
another enterprise at the request of such predacesgoration.

6.2 INDEMNIFICATION OF OTHERS

The corporation shall have the power, to the exdendtin the manner permitted by the General Cotjfmordaw of Delaware, to
indemnify each of its employees and agents (othen tirectors and officers) against expenses (lirtuattorneys’ fees), judgments, fines,
settlements, and other amounts actually and rebomecurred in connection with any proceedingsing by reason of the fact that such pe
is or was an agent of the corporation. For purpo$éisis Section 6.2, an “employee” or “agent” bétcorporation (other than a director or
officer) includes any person (i) who is or was ampyee or agent of the corporation, (ii) who isn@s serving at the request of the corporz
as an employee or agent of another corporatiotn@ahip, joint venture, trust or other enterprise(iii) who was an employee or agent of a
corporation which was a predecessor corporatidghetorporation or of another enterprise at theestjof such predecessor corporation.
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6.3 INSURANCE

The corporation may purchase and maintain insurandgehalf of any person who is or was a diredfiicer, employee or agent of the
corporation, or is or was serving at the requeshefcorporation as a director, officer, employeagent of another corporation, partnership,
joint venture, trust or other enterprise againsgtleability asserted against him and incurred by lm any such capacity, or arising out of
status as such, whether or not the corporationavieave the power to indemnify him against suchilitgtunder the provisions of the General
Corporation Law of Delaware.

ARTICLE VII
RECORDS AND REPORTS

7.1 MAINTENANCE AND INSPECTION OF RECORDS

The corporation shall, either at its principal extae office or at such place or places as desaghby the board of directors, keep a re
of its stockholders listing their names and addressd the number and class of shares held byséadtholder, a copy of these bylaws as
amended to date, accounting books, and other record

Any stockholder of record, in person or by attoroeyther agent, shall, upon written demand undén stating the purpose thereof, have
the right during the usual hours for business spétt for any proper purpose the corporation’skskedger, a list of its stockholders, and its
other books and records and to make copies orastiaerefrom. A proper purpose shall mean a perpeasonably related to such person’s
interest as a stockholder. In every instance wherattorney or other agent is the person who seksght to inspection, the demand under
oath shall be accompanied by a power of attornesuoh other writing that authorizes the attornegtber agent to so act on behalf of the
stockholder. The demand under oath shall be duectéhe corporation at its registered office irldare or at its principal place of business.

The officer who has charge of the stock ledger obporation shall prepare and make, at leasti@pdays before every meeting of
stockholders, a complete list of the stockholdetitled to vote at the meeting, arranged in alpkiagkorder, and showing the address of each
stockholder and the number of shares registerédteimame of each stockholder. Such list shall e dp the examination of any stockholder,
for any purpose germane to the meeting, duringnargtibusiness hours, for a period of at least 1&) days prior to the meeting, either at a
place within the city where the meeting is to bilhehich place shall be specified in the noticetef meeting, or, if not so specified, at the
place where the meeting is to be held. The lisk sifeo be produced and kept at the time and piéitke meeting during the whole time then
and may be inspected by any stockholder who issptes
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7.2 INSPECTION BY DIRECTORS

Any director shall have the right to examine thepooation’s stock ledger, a list of its stockhokleand its other books and records for a
purpose reasonably related to his position asexidir. The Court of Chancery is hereby vested thighexclusive jurisdiction to determine
whether a director is entitled to the inspectiongdd. The Court may summarily order the corporatmpermit the director to inspect any and
all books and records, the stock ledger, and thekdist and to make copies or extracts therefrohe Court may, in its discretion, prescribe
any limitations or conditions with reference to thepection, or award such other and further releethe Court may deem just and proper.

7.3 ANNUAL STATEMENT TO STOCKHOLDERS

The board of directors shall present at each armeating, and at any special meeting of the stddens when called for by vote of the
stockholders, a full and clear statement of thert®ss and condition of the corporation.

7.4 REPRESENTATION OF SHARES OF OTHER CORPORATIONS

The chairman of the board, the president, any piesident, the treasurer, the secretary or aststanetary of this corporation, or any
other person authorized by the board of directoth® president or a vice president, is authoripegbte, represent, and exercise on behalf of
this corporation all rights incident to any andsdibares of any other corporation or corporatioasdihg in the name of this corporation. The
authority granted herein may be exercised eithesum person directly or by any other person aigbdrto do so by proxy or power of
attorney duly executed by such person having thieogity .

ARTICLE VIII
GENERAL MATTERS

8.1 CHECKS

From time to time, the board of directors shalledetine by resolution which person or persons mgy si endorse all checks, drafts,
other orders for payment of money, notes or othitemces of indebtedness that are issued in the mduimr payable to the corporation, and
only the persons so authorized shall sign or erditrgse instruments.

8.2 EXECUTION OF CORPORATE CONTRACTS AND INSTRUMERST

The board of directors, except as otherwise pravidehese bylaws, may authorize any officer orceffs, or agent or agents, to enter into
any contract or execute any instrument in the naf@ad on behalf of the corporation; such autharigy be general or confined to specific
instances. Unless so authorized or ratified bybtberd of directors or within the agency power obéficer, no officer, agent or employee shall
have any power or authority to bind the corporabigrany contract or engagement or to pledge itditcoe to render it liable for any purpose or
for any amount.

-21-



8.3 STOCK CERTIFICATES:; PARTLY PAID SHARES

The shares of a corporation shall be representexgtiificates, provided that the board of direcwirthe corporation may provide by
resolution or resolutions that some or all of anglbclasses or series of its stock shall be uifwated shares. Any such resolution shall not
apply to shares represented by a certificate sath certificate is surrendered to the corporafimtwithstanding the adoption of such a
resolution by the board of directors, every holdfestock represented by certificates and upon r&toeseery holder of uncertificated shares shall
be entitled to have a certificate signed by, dhimname of the corporation by the chairman or-clt@rman of the board of directors, or the
president or vice-president, and by the treasuranassistant treasurer, or the secretary orsstast secretary of such corporation
representing the number of shares registered tificate form. Any or all of the signatures on ttertificate may be a facsimile. In case any
officer, transfer agent or registrar who has sigpedhose facsimile signature has been placed apmrtificate has ceased to be such officer,
transfer agent or registrar before such certifieissued, it may be issued by the corporatioh wie same effect as if he were such officer,
transfer agent or registrar at the date of issue.

The corporation may issue the whole or any paitsaghares as partly paid and subject to callferremainder of the consideration to be
paid therefor. Upon the face or back of each steekificate issued to represent any such partlg phares, upon the books and records of the
corporation in the case of uncertificated partlidghares, the total amount of the consideratidvetpaid therefor and the amount paid thereon
shall be stated. Upon the declaration of any divitlen fully paid shares, the corporation shall dexh dividend upon partly paid shares of the
same class, but only upon the basis of the pergerththe consideration actually paid thereon.

8.4 SPECIAL DESIGNATION ON CERTIFICATES

If the corporation is authorized to issue more thaa class of stock or more than one series otksg, then the powers, the
designations, the preferences, and the relativéicipating, optional or other special rights otbhaclass of stock or series thereof and the
qualifications, limitations or restrictions of supteferences and/or rights shall be set forth ihoiusummarized on the face or back of the
certificate that the corporation shall issue taespnt such class or series of stock; providedghew that, except as otherwise provided in
Section 202 of the General Corporation Law of Delayin lieu of the foregoing requirements therg i@ set forth on the face or back of the
certificate that the corporation shall issue taegpnt such class or series of stock a statemainthil corporation will furnish without charge to
each stockholder who so requests the powers, gigragions, the preferences, and the relativeigizating, optional or other special rights of
each class of stock or series thereof and thefgpadions, limitations or restrictions of such prednces and/or rights.
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8.5 LOST CERTIFICATES

Except as provided in this Section 8.5, no newifaeates for shares shall be issued to replaceaigusly issued certificate unless the
latter is surrendered to the corporation and céetelt the same time. The corporation may issusnaaertificate of stock or uncertificated
shares in the place of any certificate theretofssaed by it, alleged to have been lost, stoleshestroyed, and the corporation may require the
owner of the lost, stolen or destroyed certificatehis legal representative, to give the corporati bond sufficient to indemnify it against any
claim that may be made against it on account o&tleged loss, theft or destruction of any suchifigate or the issuance of such new
certificate or uncertificated shares.

8.6 CONSTRUCTION; DEFINITIONS

Unless the context requires otherwise, the gemeoaiisions, rules of construction, and definitiomshe Delaware General Corporation
Law shall govern the construction of these bylawghout limiting the generality of this provisiothe singular number includes the plural, the
plural number includes the singular, and the teperson”includes both a natural person and a legally cdeatdity, such as but not limited tc
corporation.

8.7 DIVIDENDS

The directors of the corporation, subject to arsgrietions contained in the certificate of incoration, may declare and pay dividends
upon the shares of its capital stock pursuantéd3dbneral Corporation Law of Delaware. Dividendy i@ paid in cash, in property, or in
shares of the corporation’s capital stock.

The directors of the corporation may set apartodainy of the funds of the corporation availabledividends a reserve or reserves for
any proper purpose and may abolish any such resduah purposes shall include but not be limiteddoalizing dividends, repairing or
maintaining any property of the corporation, ancetimey contingencies.

8.8 FISCAL YEAR
The fiscal year of the corporation shall be fixgdrésolution of the board of directors and may bhanged by the board of directors.

8.9 SEAL
The seal of the corporation shall be such as fiora to time may be approved by the board of dimscto

8.10 TRANSFER OF STOCK

Upon surrender to the corporation or the transjen&of the corporation of a certificate for shataly endorsed or accompanied by
proper evidence of succession, assignation or &tytho transfer, it shall be the duty of the corgiion to issue a new certificate to the person
entitled thereto, cancel the old certificate, amcbrd the transaction in its books.
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8.11 STOCK TRANSFER AGREEMENTS

The corporation shall have power to enter into padorm any agreement with any number of stockhrsldé any one or more classes of
stock of the corporation to restrict the transfiesttares of stock of the corporation of any onenore classes owned by such stockholders in
any manner not prohibited by the General Corpondtiaw of Delaware.

8.12 REGISTERED STOCKHOLDERS

The corporation shall be entitled to recognizedkeusive right of a person registered on its baasghe owner of shares to receive
dividends and to vote as such owner, shall beledti® hold liable for calls and assessments thgoperegistered on its books as the owner of
shares, and shall not be bound to recognize anjaéipior other claim to or interest in such sharshares on the part of another person,
whether or not it shall have express or other edtiereof, except as otherwise provided by the @WRelaware.

ARTICLE IX
AMENDMENTS

The original or other bylaws of the corporation nieyadopted, amended or repealed by the stockisataitled to vote; provided,
however, that the corporation may, in its certificaf incorporation, confer the power to adopt, adther repeal bylaws upon the directors. The
fact that such power has been so conferred upoditéetors shall not divest the stockholders ofgbever, nor limit their power to adopt,
amend or repeal bylaws.

ARTICLE X
DISSOLUTION

If it should be deemed advisable in the judgmernhefboard of directors of the corporation thatdbeporation should be dissolved, the
board, after the adoption of a resolution to ttitgtot by a majority of the whole board at any megttalled for that purpose, shall cause notice
to be mailed to each stockholder entitled to vberdon of the adoption of the resolution and ofeetimg of stockholders to take action upon
the resolution.

At the meeting a vote shall be taken for and agéiesproposed dissolution. If a majority of théstanding stock of the corporation,
entitled to vote thereon votes for the proposeddigion, then a certificate stating that the distson has been authorized in accordance with
the provisions of Section 275 of the General Caapion Law of Delaware and setting forth the nanrebresidences of the directors and
officers shall be executed, acknowledged, and filed shall become effective in accordance withi8edt03 of the General Corporation Law
of Delaware. Upon such certificate’s becoming dffecin accordance with Section 103 of the Gen€@bporation Law of Delaware, the
corporation shall be dissolved.

24-



Whenever all the stockholders entitled to vote alisaolution consent in writing, either in persarbg duly authorized attorney, to a
dissolution, no meeting of directors or stockhoddgnall be necessary. The consent shall be filddhall become effective in accordance with
Section 103 of the General Corporation Law of Deleav Upon such consent’s becoming effective in mtanace with Section 103 of the
General Corporation Law of Delaware, the corporatiball be dissolved. If the consent is signedrbgtéorney, then the original power of
attorney or a photocopy thereof shall be attachexhd filed with the consent. The consent filechvtite Secretary of State shall have attached
to it the affidavit of the secretary or some otbfficer of the corporation stating that the condead been signed by or on behalf of all the
stockholders entitled to vote on a dissolutioradtlition, there shall be attached to the consesttification by the secretary or some other
officer of the corporation setting forth the naraesl residences of the directors and officers ottrporation.

ARTICLE XI

CUSTODIAN

11.1 APPOINTMENT OF A CUSTODIAN IN CERTAIN CASES

The Court of Chancery, upon application of any ldatder, may appoint one or more persons to beodissts and, if the corporation is
insolvent, to be receivers, of and for the corgoratvhen:

(a) at any meeting held for the election of direstine stockholders are so divided that they haited to elect successors to
directors whose terms have expired or would hayéres upon qualification of their successors; or

(b) the business of the corporation is sufferinggdhreatened with irreparable injury becausedihectors are so divided respecting
the management of the affairs of the corporatien tihe required vote for action by the board oécliors cannot be obtained and the
stockholders are unable to terminate this divis@mn;

(c) the corporation has abandoned its busineshasdailed within a reasonable time to take stepghdsolve, liquidate or distribute
its assets.

11.2 DUTIES OF CUSTODIAN

The custodian shall have all the powers and title i@ceiver appointed under Section 291 of thee@drCorporation Law of Delaware,
but the authority of the custodian shall be to carg the business of the corporation and not tadate its affairs and distribute its assets,
except when the Court of Chancery otherwise ordedsexcept in cases arising under Sections 226 (@)@52(a)(2) of the General
Corporation Law of Delaware.
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Certificate by Secretary of Adoption by Board oféitors

The undersigned hereby certifies that he is thg eldcted, qualified, and acting Secretary of Vdirom, Inc. and that the foregoing Third
Amended and Restated Bylaws, comprising 26 page duly adopted as the Bylaws of the corporatipthb Board of Directors on
January 3, 2012.

/sl Eric J. Schoen
Eric J. Schoen, Secrets




ASSET PURCHASE AGREEMENT
BY AND BETWEEN
Vermillion, Inc.
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ASSET PURCHASE AGREEMENT

THIS ASSET PURCHASE AGREEMENT (this “ Agreeméitdated as of November 8, 2011 (thAdreemer
Date”), is entered into by and between Correlogic Systelnc., a Delaware corporation (* Self¢r and Vermillion
Inc., a Delaware corporation (* Purcha¥gerFor the purposes of this Agreement, capitalizechseused in herein sh
have the meanings set forth in ARTICLE 1X

RECITALS

WHEREAS, Seller is a debtor and debtor in possagsithat certain bankruptcy case under chapteoflitle 11
of the United States Code, 11 U.S.C. § 101 et @#lkg.” Bankruptcy Codé) captioned In re Correlogic Systems, |
filed on July 16, 2010 (the “ Petition Ddtein the United States Bankruptcy Court for thes@ict of Maryland (the *
Bankruptcy Court), Case No. 10-25974 (WIL) (the “ Bankruptcy Cdseand

WHEREAS, Seller is involved in, among other thintig ovarian cancer diagnostics business, includiigout
limitation developing, testing and commercializinigod tests under the names “OvaCheck®” and “Ovakh@"” for
the detection of epithelial ovarian cancer (collegy, the “ Busines$);

WHEREAS, Purchaser desires to purchase the Pudtifesets (as hereinafter defined) and assume thende
Liabilities (as hereinafter defined) from Sellerda8eller desires to sell, convey, assign and teartsf Purchaser t
Purchased Assets together with the Assumed Liesiliall in the manner and subject to the termscomtlitions s¢
forth in this Agreement and in accordance with ®est 105 and 363 and other applicable provisiornth@Bankruptc
Code; and

WHEREAS, the Purchased Assets and Assumed Liasilghall be purchased and assumed by Purchasaap
to the Sale Order approving such sale, free andraté all Claims and Encumbrances (other than Resc
Encumbrances), pursuant to Sections 105 and 3@8eoBankruptcy Code, and Rules 6004 and 6006 of-duere
Rules of Bankruptcy Procedure, all in the manner subject to the terms and conditions set fortthis Agreement ar
the Sale Order and in accordance with other apgkcprovisions of the Bankruptcy Code and the FadRules ¢
Bankruptcy Procedure and the local rules for thekBaptcy Court (together, the “ Bankruptcy Rulgs

NOW, THEREFORE, in consideration of the foregoimgl &he mutual representations, warranties, coveram
agreements set forth herein, and for other goodvahehble consideration, the receipt and sufficgeat which ar
hereby acknowledged, and intending to be legallyndchereby, Purchaser and Seller hereby agredlasdo



ARTICLE 1.

PURCHASE AND SALE OF THE PURCHASED ASSETS,;
ASSUMPTION OF ASSUMED LIABILITIES

1.1 Purchase and Sale of the Purchased Assgissuant to Sections 105 and 363 of the Bankyupbde an
on the terms and subject to the conditions seh foerein, at the Closing Seller shall sell, transkssign, convey a
deliver to Purchaser, and Purchaser shall purclaasgire and accept from Seller all of SeBenight, title and intere
in, to and under the Purchased Assets, free amak dé all Claims and Encumbrances (other than Rt
Encumbrances) in accordance with Section 363(theBankruptcy Code. As used herein, the teffurchased Asse
" shall mean all of the properties, assets and rigatgible and intangible, real or personal, ole3af whatever kin
and nature, to the extent related to the Busines=j in the Business or held for use in conneaiiibh the Busines
including, without limitation, the following, butxeluding the Excluded Assets (as hereinafter ddjine

(@ all Documents, including without limitatidi) all correspondence with and Documents regata
the U.S. Food and Drug Administration and other &omental Bodies and (ii) all clinical and statiati data an
information and all Documents related thereto,udeig all primary source data and case report forms

(b) all Governmental Authorizations and pegdapplications therefor, including without limitati al
institutional review board approvals and all Docutseelated thereto;

(c) all Equipment, including without limitahaall Samples;

(d) the Seller Intellectual Property and atiddments related thereto, including without limdattha
listed on_Schedule 1.1(dxhe Purchased Names and all biomarker assays gk respect to the Business (incluc
without limitation the OvaCheck@nd OvaCheck2™ diagnostic tests); provided, howeaveat Seller shall have t
limited, non-transferable right following the Clogito use the trademarks “Correlogic” and “Correddgystems, Inc.”
solely to the extent expressly required for purposé the Bankruptcy Case and the related windiogsn an
dissolution of Seller;

(e) all rights of Seller under non-disclosareconfidentiality, non-disparagement, non-competaon-
solicitation agreements with employees of Sellgeras of Seller or with third parties;

(H  all express or implied guarantees, warestrepresentations, covenants, indemnities, gjgithims
counterclaims, defenses, credits, causes of actioights of set off against third parties relatioghe Purchased Ass
or Assumed Liabilities, including rights under versl and manufacturersiarranties, indemnities, guaranties
avoidance claims and causes of action under th&rBpity Code or applicable Law;

(g) all goodwill payment intangibles and gext@ntangible assets and rights of Seller;
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(h) all other or additional assets, propertigsvileges, rights and interests of Seller redate the
Business of every kind and description and wherés@ated, whether known or unknown, fixed or unfixaccruec
absolute, contingent or otherwise, and whethewobspecifically referred to in this Agreement; and

() all proceeds and products of any and &lthe foregoing Purchased Assets (other than pds
collected prior to the Closing Date);

provided, however, that none of the parties hereto intends thathlwwer, or any of its Affiliates, shall be deemedbd
a successor to Seller with respect to the Purchassets.

1.2 Excluded AssetsNotwithstanding anything to the contrary in tAigreement, in no event shall Sellel
deemed to sell, transfer, assign or convey, ani@rS&all retain all right, title and interest tn,and under, any ass¢
properties, interests and rights of Seller othantthe Purchased Assets (collectively, the “ Exatbdssets).

1.3 Assumption of Liabilities On the terms and subject to the conditions ah fin this Agreement and 1
Sale Order, effective as of the Closing, Purchabkatl assume from Seller (and thereafter pay, parfalischarge
otherwise satisfy in accordance with their respecterms), and Seller shall irrevocably conveyndfar and assign
Purchaser, only the following Liabilities and ndeits (collectively, the * Assumed Liabiliti€s

(@) any Liabilities arising out of the condwétthe Business or the ownership of the Purchassskt®
in each case, from and after the Closing Date;

(b) all Taxes related to the operation of Biwesiness by Purchaser attributable to periods otigoa
thereof beginning on or after the Closing Datejudimg, without limitation, Liabilities for Taxesttabutable to th
ownership of the Purchased Assets from and afée€Cthsing Date;

(c) all Liabilities relating to amounts reqgorto be paid by Purchaser under this Agreemedt; an

(d) all Liabilities set forth on Schedule 1OB(

1.4 Excluded Liabilities Notwithstanding any provision in this Agreemeatthe contrary, Purchaser
assuming only the Assumed Liabilities and is nsuasing, and shall not be deemed to have assumgd.iabilities of
Seller (or any predecessor of Seller or any priener of all or part of its business and assets\viodtever natul
(whether arising prior to, at the time of, or supgent to Closing) and Seller shall be solely anclustvely liable fo
any and all such Liabilities, including those redgtto, arising out of or in connection with theeoation of the Busine
or the Purchased Assets (including the use and mwipethereof) at any time prior to the Closing &aand thos
Liabilities set forth below (collectively, the “ Ebuded Liabilities”):

(@) all Liabilities of Seller relating to orterwise arising, whether before, on or after thes@ig, ou
of, or in connection with, any of the Excluded Asse



(b) any and all Liabilities of Seller in regp®f Contracts that are Non-Assigned Contracts;

(c) any and all Liabilities with respect toyaenvironmental, health or safety matter, relatmgarising
out of or in connection with (i) Sellex’operation of its businesses (other than the Bas)nor its leasing, ownershig
operation of real property at any time, or (ii) thygeration of the Business or the Purchased Assets prior to th
Closing Date;

(d) all Liabilities of Seller in respect ofdabtedness, whether or not relating to the Businedhe
Purchased Assets, including without limitation tleattain Loan Agreement by and between Seller ahd-@ook
Pharmaceutical Company, Ltd. dated as of Octobg2@09;

(e) all warranty and return obligations, irdihg, without limitation, all Liabilities and oblagions tc
repair or replace, or to refund the sales pricea(grother related expenses) for inventory soldrga the Closing Date;

(H any and all Liabilities for Taxes arisimg connection with the transactions contemplatedtis
Agreement;

() any and all Liabilities for Taxes attrinbte to the operation of the Business on or prothk
Closing Date;

(h) any and all Liabilities of Seller in regpef the WARN Act or under any similar provisioh any
federal, state, provincial, regional, foreign czdbLaw that might arise or have arisen on or pieahe Closing Date;

() any and all Liabilities of Seller in resyeof the Employees, Sellar'officers and directors, or 1
Seller Plans;

() any and all Liabilities of Seller in resgef any Actions;
(k)  any costs and expenses related to therBptdy Case; and

()  all Liabilities set forth on Schedule 1)4(

15 Disclosure Schedule Updateslotwithstanding anything in this Agreement t@ ttontrary, subject
Seller's consent, which consent shall not be unreasonaititheld, delayed or conditioned, Purchaser maysesan
Schedule setting forth the Purchased Assets anExtleded Assets to (i) include in the definitiohRurchased Asse
(pursuant to the applicable Schedule) and to excftmm the definition of Excluded Assets, any Caatrof Seller nc
previously included in the Purchased Assets, atteng on or prior to the third (8) Business Day prior to the S
Hearing and require Seller to give notice to theiga to any such Contract and (ii) to exclude fritra definition o
Purchased Assets (pursuant to the applicable Skhemhd to include in the definition of Excludedsiss, any asset
Seller previously included in the Purchased Asaats not otherwise included in the definition of Exted Assets,
any time on or prior to the third (8 ) Business [aipr to the Sale Hearing, providetiowever, that any
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such change to a Schedule, the definition of “Paseld Assets” or the definition of “Excluded Assedisall not reduc
the amount of the Purchase Price.

1.6 NorAssignment of Contracts No Contacts shall be, or shall be deemed toabsigned by Seller
Purchaser under this Agreement. Seller shall belysaksponsible for any cure costs or rejection alges arising froi
the assumption or rejection of any executory Caisgréo which Seller is a party.

ARTICLE II.
CONSIDERATION; PAYMENT

2.1 Consideration; PaymeniThe aggregate consideration (collectively, tieutchase Pric8 to be paid fc
the purchase of the Purchased Assets shall beHimdred ThirtyFive Thousand United States Dollars ($435,000
the Closing Date Purchaser shall deliver the Pwselixice and any payment required to be made pursuany othe
provision hereof in cash by wire transfer of imnagdiy available funds to such bank account as sleatlesignated
writing by Seller.

ARTICLE 1.
CLOSING AND TERMINATION

3.1 Closing. Subject to the satisfaction or waiver by therappgate party of the conditions set fortr
ARTICLE VIl , the closing of the purchase and sale of the Rsexh Assets, the delivery of the Purchase Prie
assumption of the Assumed Liabilities and the comsation of the other transactions contemplatechisyAgreemer
(the * Closing”) shall occur as soon as practicable following thesfsection or waiver of all conditions set forth tims
Agreement (other than those conditions that byrtheims are to be satisfied at the Closing, butestbto the
satisfaction or waiver of such conditions). The<ig shall take place at the offices of McNameedda3ernigan Ki
Greenan & Lynch, P.A. 6411 lvy Lane, Suite 200, gateelt, Maryland 20770, or at such other placdadarties me
agree; provided, however, that Purchaser may gaatee telephonically. Unless otherwise agreed lgy Rarties i
writing, the Closing shall be deemed effective afidright, title and interest of Seller in the Plhased Assets tbe
acquired by Purchaser hereunder shall be deemeavpassed to Purchaser and the assumptionadfftak Assume
Liabilities shall be deemed to have occurred as20d1 a.m. Central Time on the Closing Date.

3.2 Closing Deliveries by SellerAt or prior to the Closing, Seller shall deliterPurchaser:
(@) abill of sale substantially in the forfExhibit A (the “ Bill of Sale”) duly executed by Seller;
(b)  acopy of the Sale Order;
(c) acopy of the Section 365(n) Order;
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(d) a duly executed non foreign person affida¥ Seller dated as of the Closing Date, swordei
penalty of perjury and in form and substance reglunder the Treasury Regulations issued pursagdedtion 1445
the Code, stating that Seller is not a “foreigrspat’ as defined in Section 1445 of the Code;

(e) copies of all instruments, certificatescaments and other filings (if applicable) necegsareleas
the Purchased Assets from all Encumbrances, ingudny applicable UCC termination statements, ralhiforn
reasonably satisfactory to Purchaser;

(H  an officers certificate, dated as of the Closing Date, exatby a duly authorized officer of Se
certifying that the conditions set forth in Sect®B8have been satisfied;

(g) acopy of the resolutions adopted by tlkar8 of Directors of Seller evidencing its authatian o
the execution and delivery of this Agreement areddbnsummation of the transactions contemplateeblyercertifie(
by an authorized officer of Seller; and

(h) all other certificates, agreements ancottocuments required by this Agreement (or astase
may reasonably request) to be delivered by Selleoraprior to the Closing in connection with thertsaction
contemplated by this Agreement, including withaatitation any such documents necessary or advisabielidly
transfer and assign to Purchaser the Seller Iotali¢ Property.

3.3 Closing Deliveries by Purchaseft the Closing, Purchaser shall deliver to (otha direction of) Seller:
(@) the Purchase Price;

(b) an officers certificate, dated as of the Closing Date, exatuity a duly authorized officer
Purchaser certifying that the conditions set famtBection 8.2(ahave been satisfied; and

(c) all other certificates, agreements anawotocuments required by this Agreement (or ae6eiha
reasonably request) to be delivered by Purchasesr girior to the Closing in connection with the nsaction
contemplated by this Agreement.

3.4 Termination of Agreement This Agreement may be terminated only in adaoce with thi
Section 3.4 This Agreement may be terminated at any timeree@osing, as follows:

(@ by the mutual written consent of Selled 8urchaser;

(b) by written notice of either Seller or Poaser, if the Closing shall not have been consueangaitio
to December 10, 2011 (the “ Outside D&teprovided, however, that (i) the Outside Date may be extended b
mutual written consent of Seller and Purchaseraf@eriod up to thirty (30) days to the extent thlhtconditions t
Closing set forth in this Agreement are capablbeshg satisfied as of such time and (ii) the Owddhte may be
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extended by the written consent of Purchaser fotoufpur (4) periods of three (3) months each ia évent that tt
Section 365(n) Order is appealed following entrythg Bankruptcy Court; providefdirther, however, that a Pari
shall not be permitted to terminate this Agreenmmsuant to this Section 3.4(lf)such Party is in material breack
this Agreement;

(c) by written notice of either Seller or Pogser, if there shall be any Law that makes consatomo
the transactions contemplated hereby illegal oemtise prohibited, or there shall be in effect rmafinonappealabl
order, writ, injunction, judgment or decree restirag, enjoining or otherwise prohibiting the consnation of th
transactions contemplated hereby;

(d) by written notice from Purchaser to Sellethe Bankruptcy Case is dismissed or conveméa ¢
case under Chapter 7 of the Bankruptcy Code, atriistee or examiner with expanded powers to tperananage tl
financial affairs, the Business or the reorgan@abf Seller is appointed in the Bankruptcy Case;

(e) by written notice of either Seller or Puaser, if Seller has entered into an Alternativ@n$action;
(H  automatically upon the consummation offdiernative Transaction by Seller;

() by written notice from Seller to PurchasérPurchaser breaches any of its representatam
warranties that would reasonably be expected t@ lzaMaterial Adverse Effect or fails to performany materie
respect any of its covenants contained in this &guent and such breach or failure to perform: (iuMd@ive rise to th
failure of a condition set forth in ARTICLE VIl (ii) cannot be or has not been cured within twe&R0) days followin
delivery of notice to Purchaser of such breachaduife to perform and (iii) has not been waivedSsller; provided
however, that Seller shall not be permitted to terminatse Agreement pursuant to this Section 3.4f(geller is then i
material breach of the terms of this Agreement;

(h) by written notice from Purchaser to Selldr Seller breaches any of its representations
warranties that would reasonably be expected t@ lzaMaterial Adverse Effect or fails to performany materie
respect any of its covenants contained in this &guent and such breach or failure to perform: (iuMd@ive rise to th
failure of a condition set forth in ARTICLE VIl (ii) cannot be or has not been cured within twe&R0) days followin
delivery of notice to Seller of such breach orueel to perform and (iii) has not been waived bycRaser; provided
however, that Purchaser shall not be permitted to terreitiais Agreement pursuant to this Section 3.#(Rurchase
is then in material breach of the terms of thisegnent; or

() by written notice from Seller to Purchasiérall of the conditions set forth in Section8.1and8.:
have been satisfied (other than conditions thahby nature are to be satisfied at the Closingiawved and Purchas
fails to deliver the Purchase Price at the Closing.

3.5 Effect of Termination; Expense Reimbureatn
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(@) Survival In the event of termination of this Agreementguant to Section 3.4this Agreemel
shall forthwith become void and there shall be iability on the part of any Party or any of its {pers, officers
directors or shareholders; provided however , that (a)this Section 3.5§Effect of Termination; Expen
Reimbursement), Section 7 @ublicity), ARTICLE IX (Defined Terms) and ARTICLE X|[Miscellaneous) sh:
survive any such termination and (b) in no evesdlsdny termination of this Agreement relieve Seté any Liability
for any willful breach of this Agreement by Seller.

(b) Purchaser Expense Reimbursemdinthis Agreement is terminated pursuant to $ec8.4(othe!
than pursuant to Section 3.4(g) any other provision of Section 3ie to Purchases’material breach of any of
obligations under this Agreement), Purchaser sballentitled to the reimbursement of, and Selledl ghramptly
reimburse Purchaser in immediately available fufmis its actual, reasonable outjobcket legal fees and exper
(the “ Expense Reimbursemeéitin an amount up to $100,000. The Parties agreettieaExpense Reimbursemer
not a penalty, but rather is to reimburse Purchfmsaeasonable out-qgfoecket fees and expenses incurred in conne
with the preparation, execution and performancéheftransactions contemplated by this Agreementuding filing
and notification fees, and reasonable out-of-poé&es and expenses of Purchaser (including profesis’ fees an
expenses) and its Representatives in connectiom tvé preparation, execution and negotiation o thgreemen
complying with its terms and otherwise effectuatthg transactions contemplated hereby. The obtigatof Seller t
pay the Expense Reimbursement (i) shall be entidestiministrative expense claim status under &estb03(b)(1)(A
and 507(a)(2) of the Bankruptcy Code, (ii) shalt be subordinate to any other administrative expesiagim again:
Seller, other than any adequate protection ordexistence at the time the Expense Reimbursemeappsoved, ar
(i) shall survive the termination of this Agreenmtan accordance with Section 3.5(ajhe Sale Order, and any or
entered by the Bankruptcy Court approving an Aléue Transaction, shall approve the Expense Raisainient as <

forth in this_Section 3.5(h)

ARTICLE IV.
REPRESENTATIONS AND WARRANTIES OF SELLER
Seller hereby represents and warrants to Purchadeflows:

4.1 Organization and QualificationSeller is duly organized, validly existing amdgood standing under f
Laws of its jurisdiction of organization. Sellerdsly qualified or registered as a foreign entdyttansact business ¢
is in good standing under the Laws of each jurisalicwhere the character of its activities or tleaktion of th
properties owned, leased or operated by it requ@ues qualification or registration, except whdre failure to be ¢
gualified or registered would not have a MaterialvArse Effect. Seller has all requisite power anih@rity to own
lease and operate its properties and to carrysdsuginess (including the Business) as it is nawgoeonducted, subje
to the provisions of the Bankruptcy Code. Selles peeviously delivered to Purchaser complete amaecbcopies of if
organizational documents, as amended and in effettie Agreement Date (the “ Organizational Docusgn
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4.2 Authorization of AgreementSubject to the entry of the Sale Order and theti® 365(n) Order, Sell
has all requisite power and authority to executé deliver this Agreement and each of the Ancill&gcuments t
which it is a party, to perform its obligations &ender and thereunder, and to consummate the ¢taors
contemplated hereby and thereby. The executiordalinery of this Agreement and each of the AncyllBrocuments t
which it is a party, the performance by Sellertsfabligations hereunder and thereunder and theucomation of th
transactions contemplated hereby and thereby hese tuly and validly authorized by all necessatioacmn the pa
of Seller. This Agreement has been, and at or poithe Closing, each of the Ancillary Documentsvtach it is a part
will be, duly and validly executed and delivered ®gller and (assuming the due authorization, el@taind deliver
by the other Party, and the entry of the Sale Qritiés Agreement constitutes, and each Ancillargioent to which
is a party when so executed and delivered (assuthanglue authorization, execution and delivery H®y ather partie
thereto) will constitute, legal, valid and bindinbligations of Seller, enforceable against Seleadcordance with i
terms.

4.3 Conflicts; Consents; Compliance with Law

(@) The execution, delivery and performancehbiler of this Agreement or any Ancillary Documé&s
which it is a party, the compliance by Seller wathy of the provisions hereof or thereof, the consation of th
transactions contemplated hereby or thereby anthitieg by Seller of any other action contemplateceby or thereb
do not and will not (i) contravene, violate or daoifwith any term or provision of its OrganizatamnDocument:
(ii) subject to the entry of the Sale Order and Sleetion 365(n) Order, contravene, violate or ¢onflith, constitute
breach of or default under (with or without notmelapse of time, or both), result in the loss oy &enefit under, «
give rise to a right of acceleration, payment, admeent, termination or cancellation under any priovi®f any Materie
Contract to which it is a party or by which anyitsf properties or assets are bound; (iii) subjedhe entry of the Se
Order and the Section 365(n) Order, contravendat@mr conflict with any order, writ, injunctiojydgment or decre
applicable to Seller or any of the properties osets (including the Purchased Assets) of Sellerther Busines
(iv) subject to the entry of the Sale Order and Sieetion 365(n) Order, contravene, violate or d¢onflith any Lav
applicable to Seller, (v) create or impose any Emmances (other than Permitted Encumbrances) orPanghase
Asset, or (vi) adversely affect any Governmentath®uization; other than, in the case of clauseytfirough (vi), an
such contravention, violation, conflict, creatiamposition or affect that would not have a MateAalverse Effect.

(b)  Except (i) for the entry of the Sale Orderd the Section 365(n) Order and (ii) as set fout
Schedule 4.3(b) no filing with, notice to or consent from any Bem is required in connection with the execu
delivery and performance by Seller of this Agreetmrthe Ancillary Documents to which it is a partiye complianc
by Seller with any of the provisions hereof or #wdf the consummation of the transactions contetegblaereby ¢
thereby, or the taking by Seller of any other acttontemplated hereby or thereby.

(c) Selleris, and has at all times beenamgliance, in all material respects, with all apable Laws
including without limitation the Health Insuranceribility and Accountability Act of 1996, the H#alinformatior
Technology for Economic and Clinical Health Act,oPl.. No. 1115, and regulations promulgated thereunder b
U.S. Department



of Health and Human Services. Seller has not redeany notice or other communication from any Gorental Bod
regarding any actual or possible violation of, aiture to comply with, any Law. Seller is not infalglt of any orde
writ, injunction, judgment or decree applicabldhle Business or the Purchased Assets.

4.4 Absence of Certain DevelopmentSxcept for actions taken in connection with Bankruptcy Case,
as set forth on Schedule 4.4ince the date of the Most Recent United Statest@&e Operating Report, there has
occurred any (a) Material Adverse Effect, (b) damatestruction, loss or casualty to the Purchass#t& with a vall
in excess of $25,000, whether or not covered byrarxce, (c) event, and no action has been takan,wbuld b
prohibited by the terms of Section 7t such Section had been in effect as of and dtrals since such date.

4.5 Litigation. Except as set forth on Schedule 4tbere is no material Action pending, or to theolfedge
of Seller, threatened, against Seller, any propertyasset of Seller or the Business, or which cgne rise to ¢
increase an Assumed Liability, or which challenge validity or propriety of the transactions conpdated by thi
Agreement or any of the Ancillary Documents. Excaptset forth on Schedule 4.5eller is not subject to any orc
writ, injunction, judgment or decree that relateshie Business or the Purchased Assets.

4.6 Intellectual Property

(@) Set forth on _Schedule 4.6{a)a true, complete and correct list of each @sation which he
been issued to Seller and has not expired withertgp any Owned Intellectual Property (with ankgvant registratio
numbers identified), (ii) pending application foegistration which Seller has made with respect ng @©wnel
Intellectual Property, (iii) license, sublicensgreement or other permission pursuant to which tmg party ha
granted to Seller the right to use any Licensedlledtual Property (other than licenses of comnadlsciavailable off-
theshelf software licensed pursuant to shrink wrapckclwrap or similar licenses) and (iv) license, lstdnse
agreement or other permission pursuant to whicteiSakas granted to any third party the right to asg Selle
Intellectual Property.

(b)  Except as set forth on _Schedule 4.6(apch item of Owned Intellectual Property disctbse
Schedule 4.6(a) and all Internet web site content (provided tway biographical information of Sellsremployee
principals, officers and/or directors containedré¢ire shall not be used or reproduced for any cororalepurposes) at
software developed internally by Seller, is (i) @arby Seller, free and clear of any Encumbrandégr ahan Permitte
Encumbrances, and (ii) not the subject of any Axtexcept for Actions in order to prosecute pendipglications fc
registration of Owned Intellectual Property.

(c) Except as set forth on Schedule 4.6&gller is not required to pay any material royditense fe
or similar compensation with respect to any Licensatellectual Property in connection with the coodof the
Business as currently conducted. Seller currentinso or possesses licenses or other rights to uskicansel
Intellectual Property necessary to conduct the ilass as currently conducted, consistent with pesttipe, and ¢
proposed to be conducted. The Seller Intellectugp&ty includes all Intellectual Property neceggar
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conduct the Business as currently conducted, demsiwith past practice, and as proposed to beuatiad.

(d)  Seller has not interfered with, infringepon, misappropriated, diluted, violated or otheevcom
into conflict with the Intellectual Property of argther Person or engaged in any act of unlawful aiseinfail
competition, and no written, or to SellerKnowledge oral, claims have been asserted byPamgon alleging su
interference, infringement, misappropriation, ddat violation, conflict, act of unlawful use or taof unfail
competition.

(e) Seller has not notified any Person thdielieves that such Person is interfering withrimging
upon, misappropriating, diluting, violating or otivese acting in conflict with any Seller IntelleeluProperty, ¢
engaging in any act of unlawful use or unfair cotitjps, or has done any of the foregoing and, ® Kmowledge ¢
Seller, no Person is interfering with, infringingan, misappropriating, diluting, violating or otlhxgse acting in conflic
with any Seller Intellectual Property.

(H  There is no Intellectual Property developey any shareholder, director, officer, consultar
employee of Seller that is used by the Businesdlamichas not been transferred to Seller, or ionoted by Seller fre
and clear of any Encumbrances, other than Perntitedmbrances.

(g) Seller has taken all necessary actionlugieg the payment of maintenance and renewal
(excluding deferral fees) due and owing prior te ttate of this Agreement, in all appropriate jugsdns to registe
and maintain the registration or to otherwise prnes¢he proprietary nature of all of the Owned llettual Property
except for such actions that would not have a Nit&dverse Effect.

4.7 Agreements, Contracts and Commitmentga®eOther Agreements Set forth on Schedule 4i5 a true
correct and complete list of the Contracts curgemtlforce relating to the Business or any of thecRased Assets
which Seller is a party or under which Seller hastimuing Liabilities (collectively, the “ MateriaContracts”),
excluding this Agreement, but including without tiation:

(@) Contracts that were not entered into e@@mndinary Course of Business;
(b)  Contracts granting any Person an Encunderan all or any part of any of the Purchased Asset

(c) joint venture, partnership or other simi2ontracts entitling any Person to any profitseraies ¢
cash flows of Seller or requiring payments or offiistributions based on such profits, revenuesash dlows;

(d)  Contracts with any customers, vendorspbers or distributors;
(e)  Contracts with any Affiliated Party;
11



(H  Contracts that: (A) limit or restrict Setl or any of its Affiliates from engaging in anydmess ¢
other activity in any jurisdiction; or (B) create urport to create any exclusive relationshiproarrgement;

() Contracts for the granting or receivingalicense, sublicense or franchise or under wiaicy
Person is obligated to pay or has the right toiveca royalty, license fee, franchise fee or simgayment;

(h)  Contracts (A) with respect to Seller Itgetual Property licensed or transferred to angdtparty o
(B) pursuant to which a third party has licensedransferred any Intellectual Property to Seller tie case of bo
(A) and (B), except for off the shelf software divgnses implied in the sale of such software);

(i)  Contracts with any Governmental Body; and

()  Contracts (other than those describedanses (a) through (i) of this Section 4.16 which Seller i
a party or by which any of its properties or assegsbound that is material to Seller or the Bussne

4.8 Governmental Authorizations Set forth on Schedule 4% to Sellers Knowledge, a true, complete
correct list of all of the material GovernmentaltAaorizations that are necessary for the operatiotie Business
currently conducted and the ownership of the PuwetiaAssets (collectively, the Material Government
Authorizations”). To Seller's Knowledge, all Material Governmental Authorizagoare valid and in full force a
effect and, to Selles’ Knowledge, there exists no threatened suspensantellation or invalidation of any Mate!
Governmental Authorization. Seller is in complianggh its obligations under each of the Materialv&mmente
Authorizations and the rules and regulations of thevernmental Body issuing such Material Governmal
Authorizations, and no condition exists that (wethwithout notice or lapse of time or both) woulshstitute a defat
under, or a violation of, any Material Governmemtathorization.

4.9 Brokers and FindersExcept as set forth on Schedule 4@ Person has acted, directly or indirectly,
broker, finder or financial advisor for Seller iommection with the transactions contemplated by Agreement ar
Purchaser is not or will not become obligated tg pay fee or commission or like payment to any brokinder o
financial advisor as a result of the consummatibthe transactions contemplated by this Agreemesed upon ai
arrangement made by or on behalf of Seller or dritg dffiliates.

4.10 Title to Purchased Assets; ConditioAsgets.

(@) Except as set forth on Schedule 4.10(g)Seller owns good and valid title to all ofetiPurchase
Assets, free and clear of any and all Encumbraattess than Permitted Encumbrances and (ii) no Raseth Assets ¢
the subject of any Action (except for Actions irder to prosecute pending applications for registinabf Ownel
Intellectual Property and the adversary proceedinipe United States Bankruptcy Court for the Distof Marylanc
captioned Correlogic Systems, Inc. v. Quest Diatic®et al.). Except as set forth on Schedule 4)1,0%eller has ar
shall convey to Purchaser at the Closing goodgdyali
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transferable and marketable title to, or valid é&wdd interests in, all of the Purchased Assete aind clear of ¢
Encumbrances, except for Permitted Encumbrances.

(b)  Each of the Purchased Assets is in goadatipg condition and repair, reasonable wear aa
excepted, and is capable of being used in the @ngi€ourse of Business in the manner necessarypédoate th
Business. Without limiting the generality of thedgoing or of Section 4.3(c)each of the Samples was collec
stored, tested and maintained at all times in alzgare with all Laws, Company standards and proesdas set forth
the Documents and disclosed to Purchaser, andtiychesst practice.

411 Affiliate Matters. Except as set forth on Schedule 4,14t any time since Sellsr’inception, n
Affiliated Party (a) has had any direct or indirécterest in any asset used in or otherwise rejatinthe Busines
(b) has competed, directly or indirectly, with tBesiness, (c) has entered into, or has had angtdirandirect financiz
interest in, any transaction or business dealimglining the Business, or (d) has any claim or riggainst Seller.

4.12 Absence of Undisclosed Liabilitie€Except as set forth on Schedule 4,1Rere are no Liabilities wi
respect to the Business, except (i) Liabilitieslegted on the liabilities side of the Most Recerdld®ce Shee
(i) Liabilities that have arisen after the datetbé Most Recent Balance Sheet in the Ordinary §€&oof Business
otherwise in accordance with the terms and conditiaf this Agreement and (iii) Liabilities that arewill be Exclude
Liabilities.

413 Full Disclosure Neither this Agreement nor any Schedule (htams any representation, warrant
information that is false or misleading with regpecany material fact, or (i) omits to state angterial fact necesse
in order to make the representations, warrantiebs iaformation contained herein and therein, in light of the
circumstances under which such representationsantgées and information were or will be made orvted, not fals
or misleading.

ARTICLE V.
REPRESENTATIONS AND WARRANTIES OF PURCHASER
Purchaser hereby represents and warrants to Sslfetlows:

5.1 Organization and QualificationPurchaser is duly organized, validly existingl @am good standing unc
the Laws of its jurisdiction of organization. Puasler is duly qualified or registered as a foreigfite to transac
business, and is in good standing under the Lawiseojurisdiction where the character of its atieég or the location
the properties owned, leased or operated by itiregjguch qualification or registration, except vehine failure to be !
qualified or registered would not reasonably beeetgpd to have, individually or in the aggregatenaterial advers
effect on Purchases’ability to consummate the transactions conteraglaereby. Purchaser has all requisite powe
authority to own, lease and operate its propedies to carry on its business as it is now beingluoted, except .
would not reasonably be expected to have, indiVigua in the aggregate, a material adverse eftectPurchases’
ability to consummate the transactions contemplagzdby.
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5.2 Authority. Purchaser has the requisite power and authtwigxecute and deliver this Agreement
each of the Ancillary Documents to which it is artpato perform its obligations hereunder and theder, t
consummate the transactions contemplated herebthaneby and to assume and perform the Assumedlitied The
execution and delivery of this Agreement by Purehasd each of the Ancillary Documents to whicls ia party, th
performance by Purchaser of its obligations hereunand thereunder, the consummation of the traiosa
contemplated hereby and thereby and the assumgtidrperformance of the Assumed Liabilities havenbedy an
validly authorized by all necessary action on tlaet @f Purchaser. This Agreement has been, and ptiar to the
Closing, each of the Ancillary Documents to whithsia party will be, duly and validly executed amelivered b
Purchaser. Assuming the due authorization, exatwia delivery of this Agreement and the Ancill@gcuments b
Seller and subject to the effectiveness of the Satier, this Agreement constitutes, and each AargilDocument t
which Purchaser is a party when so executed andededl will constitute, legal, valid and binding liglations o
Purchaser, enforceable against Purchaser in aca@deth its terms.

53 Conflicts; Consents

(@) Except as set forth on Schedule 5.3(ag execution, delivery and performance by Pwsehaf thi:
Agreement or any Ancillary Document to which itagarty, the compliance by Purchaser with any efgiovision
hereof or thereof, the consummation of the tramsastcontemplated hereby or thereby and the talkyjn§urchaser
any other action contemplated hereby or therebyyal@and will not (i) contravene, violate or cooflwith any term ¢
provision of its organizational documents, (ii) tewene, violate or conflict with any order, wiijunction, judgmer
or decree applicable to Purchaser or any of itpgntees or assets, (iii) contravene, violate orflctnwith any Law
applicable to Purchaser, other than, in the caselafses (ii) and (iii), any such contraventionplaiion, conflict
creation, imposition or affect that would not reaeioly be expected to have, individually or in tiggr@gate, a mater
adverse effect on Purchasegbility to perform its obligations under this A&gment and the Ancillary Documentt
which it is a party, to assume and perform the As=ili Liabilities or to consummate on a timely balses transactior
contemplated hereby.

(b)  Except as set forth on Schedule 5.3 consent, waiver, approval, order or authaopabf, ol
registration, qualification, designation or filimgth any Person or Governmental Body is requiredannection wit
the execution, delivery and performance by Purahakéhis Agreement or the Ancillary Documents tbigh it is ¢
party, the performance by Purchaser with its olibgs hereunder or thereunder, the consummatigheofransactior
contemplated hereby or thereby, the assumptiorpanfdrmance of the Assumed Liabilities or the tgkioy Purchas:
of any other action contemplated hereby or therebyer than such filings, notices or consents féllare of which t
make or obtain would not reasonably be expectdthie, individually or in the aggregate, a matesiderse effect
Purchases ability to perform its obligations under this &gment and the Ancillary Documents to which it |jsagty
to assume and perform the Assumed Liabilities @oimsummate on a timely basis the transactionenguiated herel
or thereby.
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54 Financing Purchaser has sufficient funds, in an aggregateunt necessary to pay the Purchase
and to consummate the other transactions conteedplat this Agreement and the Ancillary Documentw/kach it is ¢

party.

5.5 Brokers No Person has acted, directly or indirectyyadroker, finder or financial advisor for Purad
in connection with the transactions contemplatethiiy Agreement and Seller is not or will not beeoobligated to pe
any fee or commission or like payment to any brpkader or financial advisor as a result of thesfwmmation of tt
transactions contemplated by this Agreement baped any arrangement made by or on behalf of Puechasany c
its Affiliates.

ARTICLE VL.
BANKRUPTCY COURT MATTERS

6.1 Sale Motion and Section 365(n) Motion;nM&olicitation. No later than one (1) day after the Agreer
Date, Seller shall file with the Bankruptcy Cougpécations or motions seeking approval of the Saleer, th
Section 365(n) Order and the transactions contdetplen this Agreement, which shall be acceptabl®uochaser |
form and substance in Purchasesble discretion. Seller shall promptly serve @nd correct copies of the Sale Mo
and all related pleadings in accordance with thekBgtcy Code, the Federal Rules of Bankruptcy &idace, the Loc
Rules for the United States Bankruptcy Court fog istrict of Maryland and any other applicable esraf the
Bankruptcy Court. From the date of execution of tAgreement by Seller through the entry of the &aider, Selle
shall not solicit or negotiate with respect to otlodfers to purchase the Purchased Assets or peopog plan ¢
reorganization or plan of liquidation to retaindispose of the Purchased Assets.

6.2 Sale Order The Sale Order shall be entered by the Bankyuptwurt. The Sale Order shall be accept
to Purchaser in form and substance in Purchaseit discretion, and shall, among other thinggpfprove, pursuant
Sections 105 and 363 of the Bankruptcy Code, (8)etkecution, delivery and performance by Sellehisf Agreemen
(B) the sale of the Purchased Assets to Purchaséneoterms set forth herein and free and cleadldEncumbrance
(other than Encumbrances included in the Assumalliliies and Permitted Encumbrances), and (Cp#réormanc
by Seller of its obligations under this Agreemeantd (ii) find that Purchaser is a “good faithtirchaser within tt
meaning of Section 363(m) of the Bankruptcy Cod#, ansuccessor to Seller, and grant Purchaserrtitections c
Section 363(m) of the Bankruptcy Code. In the etbat the Bankruptcy Coud’approval of the Sale Order shal
appealed, Seller shall use reasonable effortsfemdesuch appeal.

6.3 Section 365(n) Order The Section 365(n) Order shall be entered by Blamkruptcy Court. Tt
Section 365(n) Order shall be acceptable to Puethasform and substance in Purchasestle discretion, and sh
among other things, (i) declare that LabCorp’s @ueksts rights in or to any Licensed Technology (as afim th
License Agreements) are limited to the Licensedhfetogy that existed immediately before the PatitiDate
(i) Quest and LabCorp do not have, any licensanyr other rights in or to any improvement, enharex@nderivativ
work, modification, variation, new version, newea$e, upgrade, and update (collectively, “ Improsatf) to or o
any Licensed Technology to the
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extent the Improvement is developed by or for $@teany successor or assignee of Seller on or tiféePetition Dat
and (iii) grant to Seller such further relief asjust and appropriate under the circumstanceshénevent that ti
Bankruptcy Cours approval of the Section 365(n) Order shall becafgul, Seller shall use reasonable efforts to d
such appeal.

ARTICLE VII.
COVENANTS AND AGREEMENTS

7.1 Conduct of Business of SellerDuring the PreéElosing Period, except (a) for any limitations
operations imposed by the Bankruptcy Court or trenkBuptcy Code, (b) as required by applicable L&ey,a:
otherwise expressly contemplated by this Agreeroeas set forth on Schedule o (d) with the prior written conse
of Purchaser, Seller shall:

0] conduct the Business and operate andhtanai the Purchased Assets in the Ordinary Ci
of Business, and without limiting the generalitytbé foregoing, will store and maintain all of tBamples at ¢
times in accordance with all Laws, Company stanglardl procedures as set forth in the Documentsligobbse:
to Purchaser, and industry best practice;

(i) use its commercially reasonable effaxdspreserve the goodwill of and relationships
Governmental Bodies, customers, suppliers, vendiessors, licensors, licensees, contractors, ligbirs, agent
Employees and others having business dealingstigtBusiness;

(i)  comply with all applicable Laws;

(iv)  maintain in full force and effect poligeof insurance comparable in amount and sco
coverage to that maintained as of the Agreemerg Byabr on its behalf;

(v) maintain the books of account and recafdie Business as conducted by it in the Ordi
Course of Business and consistent with past pex;tic

(vi)  not mortgage, pledge or subject to anguEnbrance (other than a Permitted Encumbr:
the Business or any of the Purchased Assets;

(vii)  not sell, assign, license, transfer, ceywlease, surrender, relinquish or otherwise disp
any of the Purchased Assets;

(viii) not cancel or compromise any materialitiaor waive or release any material right of S
that constitutes a Purchased Asset or otherwisgeseto the Business without the consent of theHaser, whic
consent shall be unreasonably withheld;

(ix)  not enter into, renew, cancel, terminamend, modify, supplement, rescind or breact
Material Contract or any term of any Material
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Contract, or waive, release or assign any mataghts or claims thereunder (in each case, in an@aadverse
Seller or the Business);

(x)  not make or rescind any material Tax étector take any material Tax position (un
required by Law) or file any amended Tax Returelmnge its fiscal year or financial or Tax accougtmethod:
policies or practices, or settle any Tax Liabilixcept in each case as would not reasonably bectaghto rest
in Liability to Purchaser or the Business;

(xi) not settle or compromise any Action retht®d or in connection with the Business,
Purchased Assets or any Assumed Liability;

(xii) not (A) take any action that reasonablggardizes the validity of or results in the revoma
surrender or forfeiture of, any of the Material @awnental Authorizations, (B) fail to use commelg
reasonable efforts to prosecute with due diligeaog pending applications with respect to the Mal
Governmental Authorizations, or (C) fail to inigatappropriate steps to renew any Material Govermal
Authorizations held by Seller that are schedulegtminate prior to or within ninety (90) days aftee Closing;

(xiii) not transfer, assign or abandon or gramt eghts or modify any existing rights under orth
respect to any Seller Intellectual Property othentin the Ordinary Course of Business; and

(xiv) not authorize, or commit or agree to takemy of the actions set forth in clauses
through (xiii).

7.2 Delivery of Purchased Assets Seller shall deliver to Purchaser at Purchasexpense, the Purcha
Assets, including without limitation the Samplesaccordance with all Laws, Company standards amckgures as ¢
forth in the Documents and disclosed to Purchaset,industry best practice, and subject to readenalitten reques
and instructions from Purchaser.

7.3 Purchased Names Within two (2) Business Days following the €ilog Date, Seller shall cease u:
the Purchased Names, except as otherwise requirguufposes of the Bankruptcy Case and the relabeding-dowr
and dissolution of the Seller. In connection wittaleling Purchaser at or as soon as practicablewioly the Closing 1
use the Purchased Names, Seller shall, at or farithre Closing, execute and deliver to Purchasderoalsents related
such change of name as may be reasonably requssEarchaser, and shall otherwise cooperate witbHaser.

7.4 Access to Informatian

(@) Seller agrees that, between the Agreemate and the earlier of the Closing Date and the de
which this Agreement is terminated in accordanct ection 3.4 Purchaser shall be entitled, through its offig
employees, legal counsel, accountants and othkomzed representatives, agents and contractdReftesentative’y),
to have such reasonable access to and make siscimabée investigation and examination of the ba@oidrecords,
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properties, businesses, assets, Employees, offideesctors, accountants, auditors, counsel andatipas of Selle
related to the Business and the Purchased Assdturabases Representatives may reasonably request, incl
access to the real property owned, leased or @ukbst or for Seller. Any such investigations andraiations shall t
conducted during regular business hours upon red®madvance notice and under reasonable circuoestaRursua
to this Section 7.4 Seller shall furnish to Purchaser and its Repitad@es such financial, technical, operating
property related data and other information as $tengons reasonably request. Seller shall use coaiyereasonab
efforts to cause its Representatives to reasonabbyperate with Purchaser and Purchasdtepresentatives
connection with such investigations and examinati@amd Purchaser shall, and use its commerciagorebly effor
to cause its Representatives to, reasonably coeperth Seller and its Representatives, and stsalits commercial
reasonable efforts to minimize any disruption ® Business.

(b) From and after the Closing Date, Selleallshive Purchaser and PurchaseRepresentativ
reasonable access during normal business houhe toffices, facilities, plants, properties, assEtaployees, officer
directors, Documents (including any Documents idetliin the Excluded Assets), personnel files arakba@and recorc
of Seller pertaining to the Business and the PwethaAssets. In connection with the foregoing, $edleall us
commercially reasonable efforts to cause its Remtasives to furnish to Purchaser such financgdhmical, operatir
and other information pertaining to the BusinesPaschases Representatives shall from time to time reasg
request and to discuss such information with suepr&sentatives. Without limiting the generalitytbé foregoing
Seller shall, and shall use commercially reasonafitets to cause its Employees, officers, directand Affiliates tc
cooperate with Purchaser as may reasonably be seguéy Purchaser for purposes of (i) enabling ralependel
accounting firm selected by Purchaser to conducawtit of the Business, including access to Sellertepende
auditors’working papers pertaining to the Business or theliased Assets (including any environmental assas3
(ii) undertaking, with the consent of Seller, whiobnsent shall not be unreasonably withheld orygelaany study «
the condition or value of the Purchased Assets;ufidertaking any study relating to Sellecompliance with Law
and (iv) having consultations and discussions iggrthe Purchased Assets and the Business upchdars reques
Seller acknowledges that information or access beasequested and used for such purposes.

(c) No information received pursuant to anyestigation or examination made under t8ection 7.
shall be deemed to (i) qualify, modify, amend dnestvise affect any representations, warrantiesemants or othi
agreements of Seller set forth in this Agreemenarmy Ancillary Document, (ii) amend or otherwiseglement th
information set forth in any Schedule provided B}, (iii) limit or restrict the remedies availatto Purchaser unc
applicable Law arising out of a breach by Sellertto§ Agreement or otherwise available at Law orequity, o
(iv) limit or restrict the ability of Purchaser iavoke or rely on the conditions to the obligationis Purchaser
consummate the transactions contemplated by thisehgent set forth in ARTICLE VI

7.5 Reasonable Efforts; Cooperation

(@) Subject to the other provisions hereofthe®arty shall use reasonable efforts to perfos
obligations hereunder and to take, or cause takent and do, or cause to
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be done, all things necessary, proper or advisaider applicable Law to cause the transactionseocgpiited herein
be effected as soon as practicable, but in anyterenr prior to the Outside Date, in accordanct whe terms here
and shall cooperate fully with each other Party idRepresentatives in connection with any steired to be take
as a part of its obligations hereunder, includimg following:

0] each Party shall promptly make itanfis and submissions and shall take all ac
necessary, proper or advisable under applicablesltavabtain any required approval of any GovernaleBod)
with jurisdiction over the transactions contempdabereby (except that Purchaser shall have noathwig to tak
or consent to the taking of any action requiredahy such Governmental Body that could adverselgcafthe
Business, the Purchased Assets or the transactonemplated by this Agreement or the Ancillary Doents)
Seller shall furnish to Purchaser all informati@guired for any application or other filing to bede by Selle
pursuant to any applicable Law in connection with transactions contemplated hereby;

(i) each Party shall promptly notify théher Parties of (and provide written copies of)
communications from or with any Governmental Bagdgonnection with the transactions contemplatedther

(i)  in the event any Action is commenceaatt questions the validity or legality of
transactions contemplated hereby or seeks damagasmnection therewith, the Parties shall (A) coafee an
use commercially reasonable efforts to defend againch Action, (B) in the event an injunction ¢they order i
issued in any such Action, use commercially reaslenafforts to have such injunction or other ortiéed anc
(C) cooperate reasonably regarding any other inmpexli to the consummation of the transactions copiiet
hereby; and

(iv)  Seller shall give all notices to thighrties and use its best efforts (in consultatioti
Purchaser) to obtain all thiqgarty consents (A) necessary, proper or advisableohsummate the transacti
contemplated hereby, (B) required to be given daiokd, or (C) required to prevent a Material AcdecEffect
whether prior to, on or following the Closing Date.

(b) In the event that any of the Parties 168 fhgreement discovers a Contract related to theiriss
the Purchased Assets or the Assumed Liabilitiesxguhe period from and after the Agreement Date, such Contra
() was unknown as of the Agreement Date and iigi Contract that Purchaser wishes to assume ghés ran
obligations of, Purchaser and Seller shall exeadknowledge and deliver such other instrumentstakel such furths
actions as are reasonably practicable for Purcliasesume the rights and obligations under suctir&d.

7.6 Further Assurances

(@) Each Party shall execute and cause toebeeded to each other Party such instruments dhel
documents, and shall take such other actions, &s sther Party may reasonably request (prior tograafter th
Closing) for the purpose of carrying out or evidegc
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any of the transactions contemplated by this Agergnincluding without limitation any such docunmenecessary
advisable to validly transfer and assign to Purehtse Seller Intellectual Property.

(b)  Purchaser authorizes and empowers Sedler &nd after the Closing Date to receive and &naogd
mail received by Seller relating to the Purchasedets, the Business or the Assumed Liabilitiestandeal with th
contents of such communications in accordance thiéhprovisions of this Section 7.6(b)Seller shall (i) prompt
deliver to Purchaser any mail or other communicataceived by it after the Closing Date and retatmthe Purchas
Assets, the Business or the Assumed Liabilitiespfomptly transfer in immediately available funidsPurchaser ai
cash, electronic credit or deposit received byesdlut solely to the extent that such cash, elamtroredit or deposit a
Purchased Assets and (iii) promptly forward to Raser any checks or other instruments of paymantttheceives bi
solely to the extent that such checks or otheruns¢nts are Purchased Assets. Purchaser shaliopaptly deliver t
Seller any mail or other communication receivedtkafter the Closing Date and relating to the Exeld Assets or ti
Excluded Liabilities, (y) promptly transfer funds $eller, any cash, electronic credit or deposieireed by Purchas
but solely to the extent that such cash, electrenédit or deposit are Excluded Assets and (z) pthynforward tc
Seller any checks or other instruments of paymeeat it receives but solely to the extent that salclcks or otht
instruments are Excluded Assets. From and afteiClbsing Date, Seller shall refer all inquiries hvitespect to tf
Business, the Purchased Assets and the Assumeilitigalio Purchaser, and Purchaser shall refemalliries witl
respect to the Excluded Assets and the Excluddiilities to Seller.

7.7 Preservation of Records Seller and Purchaser agree that each of theath greserve and keep
records held by them or their Affiliates relating the Business, the Purchased Assets and Assunabdities for ¢
period of two (2) years from the Closing Date,he tase of Purchaser, and until the closing oBiuekruptcy Case
the liquidation and winding up of Sellsréstates, in the case of Seller, and shall make reeords available to the ot
Party as may be reasonably requested by such Bé#rgrin connection with, among other things, amsurance clain
by, Actions or Tax audits against or governmentaestigations of Seller or Purchaser or any ofrthespectiv
Affiliates, or in order to enable Seller or Puratra® comply with their respective obligations unttes Agreement «
any Ancillary Document and the transactions contated hereby and thereby. In the event Seller oclser wishe
to destroy such records at the end of any sucleghesuch Party shall first give sixty (60) daysopsvritten notice to tr
other Party and such other Party shall have th# agits option and expense, upon prior writtetiaggogiven to suc
Party within such sixty (60) day period, to takesgession of the records within one hundred andtyw@20) days aft
the date of such notice, or such shorter periati@iquidation and winding up of Seller’'s estadbsall permit.

7.8 Publicity. During the PreElosing Period, (a) Seller shall not (and Selleallshot permit any of i
Representatives to) issue any press release or amgkpublic statement regarding this Agreementegarding any (
the transactions contemplated by this Agreemernhowui Purchases’ prior written consent; and (b) Purchaser will
commercially reasonable efforts to consult withi&gbrior to issuing any press release or making@blic statemei
regarding the transactions contemplated by thiségpent; provided however, that nothing herein shall be deeme
prohibit Purchaser from making any public disclestivat Purchaser
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deems necessary or appropriate under applicable th@aregulations of any securities exchange, athbyBankruptc
Court with respect to filings to be made with thanBruptcy Court in connection with this Agreementovided ,
further, that except as otherwise provided herein, withlbetprior written consent of Purchaser, Sellell sta, exceg
as necessary and appropriate under applicable tteemegulations of any securities exchange, orhgyBankruptc
Court, at any time disclose to any Person thetfadtthis Agreement has been entered into or arijeoterms of th
Agreement other than to such PartiBgpresentatives who Seller reasonably determinas toeknow such informatic
for the purpose of advising Seller, it being untieyd that such Representatives will be informedhef confidentie
nature of this Agreement and the terms of this Agrent and will be directed to treat such infornrais confidential i
accordance with the terms of this Agreement; predidfurther, that, subject to Purchasgmritten consent, nothil
herein shall be deemed to prohibit Seller from mglany disclosure in the Sale Motion that Sellexndg necessary
appropriate.

7.9 Communication with Customers and Cer@tiner Parties Seller and Purchaser shall send a joint let
Seller’s customers, in form and substance reasonablyesdtisy to Purchaser, at a mutually satisfactametiafter th
Bankruptcy Cours entry of the Sale Order, which shall include, tattbe limited to, advising such customers ablog
existence of (but not the terms of) this Agreenard the pending transfer of the customargount(s) from Seller
Purchaser. In addition, Purchaser shall, with therpconsent of Seller, which consent shall notumeasonab
withheld or delayed, have the right to contact aadotiate directly with Selles’joint ventures and other partners
lenders with respect to any Purchased Assets annAad Liabilities. Seller shall have the right tatmapate in suc
negotiations and agree to cooperate with Purchas@uyrchaser’s request, in any such negotiations.

7.10 Notification of Certain MattersSeller shall give prompt notice to Purchased Barchaser shall gi
prompt notice to Seller, of (i) any notice or otltammunication from any Person alleging that theseat of suc
Person which is or may be required in connectiah e transactions contemplated by this Agreeraettte Ancillan
Documents is not likely to be obtained prior to €hg, (ii) any written objection or proceeding tiditallenges tt
transactions contemplated hereby or the entry efagbproval of the Bankruptcy Court and (iii) thatgs of mattel
relating to the completion of the transactions eoilated hereby, including promptly furnishing titeer with copie
of notices or other communications received bye®all Purchaser or by any of their respective Atids (as the ca
may be), from any third party and/or any GovernraeBody with respect to the transactions contenspldiy thi:
Agreement. To the extent permitted by applicable,L3eller shall give prompt notice to Purchasefxpfany notice ¢
any alleged violation of Law applicable to Sellg), the commencement of any Action by any GoverrtaddBody witl
respect to the Business or that any such Actioth@éd<nowledge of Seller, is contemplated, andhe)infringement ¢
unauthorized use by any Person of any materialléataal Property (of which Seller has Knowledge).

7.11 Transfer Taxes All sales, transfer, filing, recordation, regagton, documentary, stamp, and sin
Taxes and fees (“ Transfer TaxXgsarising from or associated with the transactionstemplated hereunder, whet
levied on Purchaser or Seller, shall be borne bghHaiser, unless waived pursuant to an order ddémkruptcy Court.

7.12 NorCompetition.
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(@) Background The Parties agree that (i) it would be detntakto Purchaser if Seller, directly
indirectly, were to engage in business in the fiefdhe Business, particularly while it is in possien of and h:
knowledge of confidential and proprietary inforneatiwith respect thereto; and (i) the rights arstrietions set forth i
this Section 7.12are a condition precedent and a necessary and iatdatetucement to Purchassrentry into thi
Agreement and the Ancillary Documents and the #@ersns contemplated hereby and thereby, includwtgoui
limitation payment of the Purchase Price hereunder.

(b) NonCompetition . Except as otherwise explicitly permitted by thest sentence of tt
Section 7.12(b) from the Closing Date and continuing for a peradien (10) years thereafter (the * N@ompet:
Term”), Seller will not, either directly or indirectly, g or by or through any Affiliate, acquire, leaseanage, const
for, provide services to, serve as agent or sulbactar for, finance, invest in (whether through tdebequity securitie
or otherwise), own any part of, exercise managermemirol over be employed by, participate in, dssisl or advise i
any way, any business or enterprise that engages competes with the Business in the Noompete Territon
Notwithstanding the foregoing, nothing containedthis Section 7.12(bprohibits Seller or Affiliates of Seller frc
owning in the aggregate less than one percent ¢f%iy class of voting securities registered urtderSecurities A
and quoted on a national securities exchange er-dgaler quotation system. This ncompetition provision shall n
be construed in any way whatsoever as a non-cotigpetigreement between Purchaser and Seléariployees, form
employees, principals, officers and/or directorer he avoidance of doubt, Selleremployees, former employe
principals, officers and/or directors shall notdanany circumstances, be subject to or bound gynan-competitior
agreement due solely to Seller’s entry into andgperance under this Agreement.

(©) Tolling. In the event of the breach by Seller of SecHidr?(b), the running of the No&ompet:
Term shall be automatically tolled and suspendedtli®@ amount of time that the breach continues, shal
automatically recommence when the breach is rerdede that Purchaser shall receive the benefit dieiSe
compliance with Section 7.12(f)r the full duration of the Non-Compete Term.

(d) Injunctive Relief. Seller agrees and acknowledges that Purchaserahvalid and legitime
business interest in protecting the Business in Nloa-Compete Territory from any activity prohibited biis
Section 7.12 Seller acknowledges that Sele®xpertise in the Business is of a special anduencharacter whit
gives this expertise a particular value, and tharesach of Section 7.1By Seller will cause serious and potenti
irreparable harm to Purchaser. Seller therefore@eledges that a breach of Section 701 2his Agreement cannot
adequately compensated in an action for damagkesvatand equitable relief would be necessary tdgmtoPurchas
from a violation of this_Section 7.1@8nd from the harm which this Section 7.62intended to prevent. By rea:
thereof, Seller acknowledges that Purchaser igleghtiin addition to any other remedies it may haweler thi
Agreement or otherwise, to preliminary and permamagunctive and other equitable relief to preventcurtail an
breach of this Section 7.1#thout any requirement to post bond. Seller ackedges, however, that no specificatio
this Agreement of a particular legal or equitabdenedy may be construed as a waiver of, or probibiagains
pursuing other legal or equitable remedies in theneof a breach of this Agreement by Seller.
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ARTICLE VIII.
CONDITIONS TO CLOSING

8.1 Conditions Precedent to the ObligationBuwrchaser and Seller The respective obligations of each F
to this Agreement to consummate the transactionteamlated by this Agreement are subject to thisfaation (or t
the extent permitted by Law, written waiver by 8eland Purchaser) on or prior to the Closing Datesach of th
following conditions:

(@) there shall not be in effect any ordeiif,vimjunction, judgment or decree entered by a &omente
Body of competent jurisdiction, or any Law prevagti enjoining, restraining, making illegal or otlese prohibiting
the consummation of the transactions contemplagatib Agreement or the Ancillary Documents; and

(b)  the Bankruptcy Court shall have enterexiShle Order and the Section 365(n) Order (as gedvr
ARTICLE VI ) and each of such orders shall be a Final Orddrimrform and substance reasonably satisfactc
Purchaser in its sole discretion, which orderslistalhave been reversed, modified, amended oedtay

8.2 Conditions Precedent to the ObligatiofisSeller . The obligations of Seller to consummate
transactions contemplated by this Agreement argesuto the fulfillment, on or prior to the Closimate, of each of tt
following conditions, any of which may be waivedwniting by Seller in its sole discretion:

(@) the representations and warranties maddéPdnghaser in this Agreement or in any Ancil
Document shall be true and correct in all materedpects (without giving effect to any materialdy similal
gualification contained therein), in each casefat® Agreement Date and as of the Closing Datth thie same fort
and effect as though all such representations aadamwies had been made as of the Closing Dateer(dtial
representations and warranties that by their teadisess matters only as of another specified adtesh shall be <
true and correct only as of such other specifigd)daxcept where the failure of such represematar warranties to |
so true and correct has not had, and would nooreddy be expected to have, individually or in #ggregate,
material adverse effect on Purchaser’s abilityalmstimmate the transactions contemplated hereby;

(b)  Purchaser shall have performed and comhpgleall material respects with all obligations
agreements required by this Agreement to be peddrar complied with by Purchaser on or prior to @esing Date
and

(c) Purchaser shall have delivered, or causede delivered, to Seller all of the items sethon
Section 3.3

8.3 Conditions Precedent to the ObligatiohPurchaser The obligations of Purchaser to consummat
transactions contemplated by this Agreement argesuto the fulfillment, on or prior to the Closimate, of each of tt
following conditions, any of which may be waivedvmiting by Purchaser in its sole discretion:
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(@  Seller shall have delivered to Purchagex ¢ertified copy of the Sale Order (which slwalhtain th
terms described in _Section 6.2nd (ii) copies of all affidavits of service dfet Sale Motion or notice of such mot
filed by or on behalf of Seller (which service sle@mply with Section 6.);

(b)  Seller shall have delivered to Purchaseerdified copy of the Section 365(n) Order (whiital
contain the terms described in Section 6&hd (ii) copies of all affidavits of service dfet Section 365(n) Motion
notice of such motion filed by or on behalf of 8elfwhich service shall comply with Section ;.1

(c) the representations and warranties mad8dbier in this Agreement or in any Ancillary Doceinr
shall be true and correct in all material respé@ovidedthat any such representation or warranty thatlgestito an
materiality, Material Adverse Effect or similar difiaation shall be true and correct in all resygeatter giving effect 1
any such qualification), in each case as of theeAgrent Date and as of the Closing Date, with theedarce and effe
as though all such representations and warranéidben made as of the Closing Date (other thaegeptations ai
warranties that by their terms address matters aslyf another specified date, which shall bew® &and correct only
of such other specified date);

(d)  Seller shall have performed and compliedli material respects with all obligations andesgnent
required in this Agreement to be performed or ceaaplvith by them on or prior to the Closing Date;

(e)  Seller shall have delivered, or causedbdodelivered, to Purchaser all of the items sethfan
Section 3.2

(H  all of the Material Governmental Authorimas shall be in full force and effect as necesdar
Purchaser to continue to conduct the BusinessarOitdinary Course of Business immediately afterGlesing Date
and

(@) since the Agreement Date, there shalhaot occurred a Material Adverse Effect.
ARTICLE IX.
DEFINED TERMS

9.1 Defined Terms As used herein:

(@ “ Action” means any action, claim, complaint, grievance, samansuit, litigation, arbitratio
mediation, proceeding (including any civil, crimipadministrative, investigative or appellate predi&g), prosecutio
contest, hearing, inquiry, inquest, audit, examdamabr investigation by or before any GovernmeBiadly.

(b)  * Affiliate ” means, with respect to any Person, any other Pénsdndirectly or indirectly throug
one or more intermediaries, controls, or is colgmbby, or is under common control with, such Persmd the ter
“control” (including the terms “controlled by” antlinder common control with”means the possession, directh
indirectly, of the power to
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direct or cause the direction of the management @oilities of such Person, whether through ownersifipoting
securities, by Contract or otherwise.

(c) “ Affiliated Party” means: (i) each individual who is, or who has at ame been, an officer
director of Seller; (i) each member of the immeelitamily of each of the individuals referred toclause (i) above; a
(i) any trust or other Person (other than Seller)which any one of the individuals referred todlauses (i) ar
(i) above holds (or in which more than one of suudividuals collectively hold), beneficially or leg¢rwise, a materi
voting, proprietary, equity or other financial irgst.

(d)  “ Agreement shall have the meaning set forth in the preamble.

(e) “Agreement Datéshall have the meaning set forth in the preamble.

(H  * Allocation” shall have the meaning set forth in Section 10.2

(g) “ Alternative Transactioh means (i) the approval by the Bankruptcy Court sfbe or sales of
material portion of the Purchased Assets to a Revsier than Purchaser, and (ii) the filing of arpbf reorganizatic
that does not contemplate the sale of the Purchassets to Purchaser in accordance with the teereoh

(h)  “Ancillary Document$ means any certificate, agreement, document or atsBument (other thi
this Agreement) to be executed and delivered byaiyHn connection with the consummation of thensiction
contemplated this Agreement.

(i)  “ Assumed Liabilities shall have the meaning set forth in Section.1.3

() “ Bankruptcy Codé shall have the meaning set forth in the Recitals.

(k)  “ Bankruptcy Court shall have the meaning set forth in the Recitals.

()  “ Business shall have the meaning set forth in the Recitals.

(m)  * Business Day means any day other than a Saturday, Sunday ar addlyeon which banks in Ne
York City, New York are authorized or required bgvw.to be closed.

(n)  * Bankruptcy Caseshall have the meaning set forth in the Recitals.

(o) “Claim” has the meaning given that term in Section 101{%he Bankruptcy Code and includ

inter alia , all rights, claims, causes of action, defensestsdelemands, damages, offset rights, setoff rightupmer
right, obligations, and liabilities of any kind pature under contract, at law or in equity, knowmiigknown, continge
or matured, liquidated or unliquidated, and alhtggand remedies with respect thereto.

(p)  “Closing’ shall have the meaning set forth in Section.3.1
(q) “Closing Daté means the date on which the Closing occurs.
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(N “ Code’” means the United States Internal Revenue Code&8, s amended, and the regulat
promulgated thereunder, as the same may be int &fes time to time.

(s) “Contract means any written or oral contract, purchase oswice order, sales order, indent
note, bond, lease, sublease, license, understgndstgument or other agreement, arrangement omgdonent that i
binding upon a Person or its property, whether espor implied.

() “ Documents’ means, in each case with respect to the PurchassétsAand the Business, al
Seller’s written files, documents, instruments, papergkbpreports, records, tapes, microfilms, photogsapetters
budgets, forecasts, plans, operating records,ysafet environmental reports, data (including clhignd statistical de
and information, primary source data and case tdpoms), studies and documents, ledgers, journgls, policies
customer lists, regulatory filings (including alpm@ications, submissions, approvals, licenses, aathorizatiol
applications or notifications, and all amendmemstgpplements, supporting files, data, studies, ambrts relatin
thereto), operating data and plans, research rahteechnical documentation (design specificatioasgineerin
information, test results, maintenance schedulaggctional requirements, operating instructions,idogianuals
processes, flow charts, etc.), user documentatimsiaflation guides, user manuals, training malgrieelease note
working papers, etc.), marketing documentationesdlrochures, flyers, pamphlets, web pages, attd),other simile
materials, in each case whether or not in eleatrfwrim.

(u) * Employee” means an individual who, as of the applicable deteemployed by Seller
connection with the Business.

(v) “ Encumbranceé’ means any lien (as defined in Section 101(37) & Bankruptcy Code
encumbrance, claim (as defined in Section 101(8hefBankruptcy Code), right, demand, charge, nageg deed
trust, option, pledge, security interest or similaterests, title defects, hypothecations, easesnarghts of way
restrictive covenants, encroachments, rights ef fiefusal, preemptive rights, judgments, condélaale or other tit
retention agreements and other impositions, impgdies or defects of title or restrictions on trf@nsor use of ar
nature whatsoever.

(w)  “Equipment means all inventory, supplies, Samples, raw masesiad work in progress relatec
the Business maintained or held by, stored by dvedralf of, or in transit to, Seller (for the saKeclarity, “Equipment”
shall not include office furniture, desktop andttgpcomputers and peripherals, freezers or thegetr generator).

(x) “ ERISA Affiliate” means any entity which is a member of (A) a cotetbbroup of corporatiol
(as defined in Section 414(b) of the Code), (Byeug of trades or businesses under common cordsotléfined i
Section 414(c) of the Code), (C) an affiliated smrwgroup (as defined under Section 414(m) of tbde} or (D) an
group specified in regulations under Section 414{dhe Code, any of which includes or includedesel

(y) “Excluded Assetsshall have the meaning set forth in Section.1.2
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(z) “Excluded Liabilities shall have the meaning set forth in Section.1.4

(aa) “Expense Reimbursemérmshall have the meaning set forth in Section 3.5(b

(bb) * Final Ordet means an order or judgment of the Bankruptcy Couany other court of compet
jurisdiction entered by the Clerk of the Bankrup@gurt or such other court on the docket in S's Bankruptcy Ca:
or the docket of such other court, which has nenbmodified, amended, reversed, vacated or staygds to whic
(a) the time to appeal, petition foertiorari, or move for a new trial, reargument or rehearing égpired and as
which no appeal, petition farertiorari or motion for new trial, reargument or rehearinglsthen be pending or (b)
an appeal, writ otertiorari new trial, reargument or rehearing thereof has B®eight, such order or judgment of
Bankruptcy Court or other court of competent juiidn shall have been affirmed by the highest téamwhich suc
order was appealed, oertiorari shall have been denied, or a new trial, rearguroenthearing shall have been dei
or resulted in no modification of such order, ane time to take any further appeal, petitiondertiorari or move for .
new trial, reargument or rehearing shall have ediras a result of which such order shall have rbecénal ir
accordance with Rule 8002 of the Federal RulesastkiBuptcy Procedure; providedhat the possibility that a moti
under Rule 60 of the Federal Rules of Civil Procedor any analogous rule under the Bankruptcy KRutey be file
relating to such order, shall not cause such ardeto be a Final Order.

(cc) “ GAAP” means United States generally accepted accountingigles as in effect from time
time.

(dd) * Governmental Authorizatioh means any: (i) permit, license, certificate, fraseh concessio
approval, consent, ratification, permission, cleae confirmation, endorsement, waiver, certifmati designatiol
rating, registration, qualification or authorizatisssued, granted, given or otherwise made availalgl or under tf
authority of any Governmental Body or pursuant g aaw; or (ii) right under any Contract with anyo@rnment:
Body.

(ee) *“ Governmental Bodymeans any government, quasi governmental entitgth@r governmental
regulatory body, agency or political subdivisiorerdof of any nature, whether foreign, federal,estat local, or ar
agency, branch, department, official, entity, instentality or authority thereof, or any court obitmator (public o
private) of applicable jurisdiction.

(fH “ Improvement’ shall have the meaning set forth in Section.6.3

(gg) *“Indebtednessof any Person means, without duplication, (i) thkerest in respect of, principal
and premium (if any) in respect of (x) indebtednefssuch Person for money borrowed and (y) indetess evidenct
by notes, debentures, bonds or other similar ingnis for the payment of which such Person is mesipte or liable
(i) all obligations of such Person with respectatty Contracts relating to the deferred and unpaithase price
property or services, including any interest acdrtieereon and prepayment or similar penalties ampereses; (iii) a
obligations of such Person under leases requiréeé tapitalized in

27



accordance with GAAP; (iv) all obligations of suielerson for the reimbursement of any obligor on lattgr of credit
bankers acceptance or similar credit transaction; (vpaligations of the type referred to in clausegHhipugh (iv) o
any Persons for the payment of which such Persoesigonsible or liable, directly or indirectly, alsligor, guaranto
surety or otherwise, including guarantees of sudigations; and (vi) all obligations of the typdewged to in claust
() through (v) of other Persons secured by anyutirance (other than Permitted Encumbrances), prpaperty o
asset of such Person (whether or not such oblig&iassumed by such Person).

(hh) * Intellectual Property means and includes all past, present and futuetidntual property ar
proprietary rights of any kind, which may existlr created under the Laws of any jurisdiction & world, includin
the following: (i) trademarks, service marks, tragemes, slogans, logos, trade dress, internet don@anes, unifori
resource identifiers, rights in design, brand ngraad other similar designations of source or arigihether registere
unregistered and/or under common law, together withgoodwill, registrations and applications rethtto thi
foregoing, throughout the world; (ii) patents, patelisclosures, utility models, industrial desigegistrations ar
certificates of invention and other governmentalngs for the protection of inventions or industiigsigns (and ¢
continuations, divisionals, continuations in patpvisionals, renewals, reissues,esaminations, applications ¢
foreign counterparts throughout the world for dated to any of the foregoing); (iii) rights assaeid with works ¢
authorship, including exclusive exploitation rightepyrights, moral rights, mask works, databagbtsi, design right
industrial property rights, publicity rights, priss rights and other copyrightable subject mattercigding an
registration and applications for any of the foriegy; (iv) trade secrets and other confidentiapooprietary busine:
information; (v) computer software, computer pragsa and databases (whether in source code, olgpdet @r othe
form and all documentation relating thereto); @ther proprietary rights in Intellectual Propertly every kind an
nature (including inventions, invention disclosyregatutory invention registrations, manufacturizugd productio
processes and techniques, clinical and statistiatd and information, biomarker assays, researdhdawelopmel
information, technology, drawings, specificationgsigns, plans, proposals, technical data, fingneiarketing an
business data, pricing and cost information, bissirend marketing plans, customer and supplierdistisinformation
know how, proprietary processes, formulae, algor#h models, and methodologies, whether patentableoo-
patentable, whether copyrightable or raapyrightable and whether or not reduced to pragand (vii) all rights to st
for past, present and future infringement, misappabion, dilution or other violation of any of teregoing and &
remedies at law or equity associated therewith.

(i) “ Knowledge” or (* Knowledge of Sellef or “ Seller s Knowledg€e’) means the actual knowledge
Peter J. Levine, Esq. and Ping F. Yip, Ph.D., ichezase, including facts of which any such indigldshould be awa
in the reasonably prudent exercise of his or héedu

() “LabCorp” means Laboratory Corporation of America Holding€£)elaware corporation.

(kk) “ Law” means any federal, state, local, municipal, for@igimternational, multinational or other l¢
statute, constitution, principle of common law,alesion, ordinance,
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code, edict, decree, rule, regulation, ruling oquieement issued, enacted, adopted, promulgateplemented ¢
otherwise put into effect by or under the authootyany Governmental Body.

(I  “ Liability " means, as to any Person, any debt, adverse clalmiity (including any liability the
results from, relates to or arises out of tort ay ather product liability claim), duty, respongityi obligation
commitment, assessment, cost, expense, loss, aelpendharge, fee, penalty, fine, contributionppemium of an
kind or nature whatsoever, whether known or unknasserted or unasserted, absolute or contingeatt dr indirect
accrued or unaccrued, liquidated or unliquidatediu® or to become due, and regardless of wheaisast incurred
asserted or when the relevant events occurredarmastances existed.

(mm) * License Agreementsmeans, collectively, (i) that certain Technologgénse and Developmt
Agreement, dated as of October 31, 2002, by andvdsst Quest and Seller, as amended; and (ii) theain
Technology License and Development Agreement, daseof November 1, 2002, by and between LabCorpSatiér
as amended.

(nn) “ Licensed Intellectual Propertymeans any Intellectual Property that is license8elber, and use
or held for use, in connection with the operatibthe Business.

(oo) * Material Adverse Effect means any event, circumstance, change, occurrergtate of facts th
has had, or would reasonably be expected to hadeidually or in the aggregate, a material advesffect on th
() assets, Liabilities, Business, properties, ¢omal (financial or otherwise) or results of opeévats of Seller or tF
Business, taken as a whole, or (ii) the abilitySefler to consummate the transactions contemplatetiis Agreemel
or any Ancillary Document or perform its obligat®hereunder or thereunder, provideldowever, that in no evel
shall any of the following be deemed to constitateMaterial Adverse Effect: any event, circumstanceange
occurrence or state of facts resulting from (anges in the U.S. economy or capital markets in ggrit that do n
have a disproportionate effect on Seller relatiweother participants in the industry in which Sele®nducts th
Business, (b) changes that affect generally thastmg in which Seller operates but that do not hawksproportiona
effect on Seller relative to other participantghe industry in which Seller conducts the Businésschanges after t
Agreement Date in any applicable Law or GAAP, Ortfee commencement of the Bankruptcy Case.

(pp) “ Material Contract shall have the meaning set forth in Section.4.7

(qq) “ Material Governmental Authorizatiohshall have the meaning set forth in Section.4.8

(rr)  “ Most Recent Balance Shéaneans the audited balance sheet of Seller, incuti@ notes there!
for Seller's most recent completed fiscal year.

(ss) “ Most Recent United States Trustee OpayaReport’ means the United States Trustee Oper
Report filed in the Bankruptcy Case for the peudated September 1, 2011 through September 30, 2011.
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(tt)  “ NonAssigned Contracts means any Contracts to which Seller is a partyuthiog the Contrac
set forth on Schedule 9.1(tt)

(uu) *“ NonCompete Terni shall have the meaning set forth in Section D) 2(

(vw) “ NonCompete Territory shall mean the entire world.

(ww) “ Ordinary Course of Business means the ordinary and usual course of normal dagat
operations of the Business consistent with pastticea

(xx) * Organizational Documentsshall have the meaning set forth in Section.4.1
(yy) *“Outside Daté shall have the meaning set forth in Section 3.4(b

(zz) * Owned Intellectual Propertymeans all Intellectual Property owned by Selled ared, or he
for use, in connection with the operation of thesidess.

(aaa) “_Party’ or “ Parties” means, individually, Purchaser and Seller and.ectitely, Purchaser a
Seller.

(bbb) * Permitted Assighshall have the meaning set forth_in Section 11.8

(ccc) “ Permitted Encumbrancésneans (i) Encumbrances for utilities and currenteéBanot yet due al
payable or being contested in good faith; (ii) easets, rights of way, restrictive covenants, encinozents and simil
non-monetary encumbrances or mapnetary impediments against any of the Purchassset8 which do nc
individually or in the aggregate, adversely affde operation of the Business, (iii) applicable ingnLaws, buildin
codes, land use restrictions and other similarioti®ins imposed by Law, (iv) materialmans’, mecieah artisans,
shippers’, warehousemans’ other similar common law or statutory liens imed in the Ordinary Course of Busine
(v) such other Encumbrances or title exceptionBw@ashaser may approve in writing in its sole disereor which d
not, individually or in the aggregate, adverselfeetf the operation of the Business and (vi) Encuambes arising fro
the Assumed Liabilities.

(ddd) * Persori’ means an individual, corporation, partnership, tiahiliability company, joint ventur
association, trust, unincorporated organizatidmgidainion, estate, Governmental Body or other eptitgroup.

(eee) “ PreClosing Period” means the period commencing on the Agreement Dateeading on tr
earlier of the date upon which this Agreementiimteated pursuant to Section 2#the Closing Date.

(fff) “ Purchased Assetsshall have the meaning set forth in Section.1.1
(ggg) “ Purchase Priceshall have the meaning set forth in Section.2.1
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(hhh)  * Purchased Namésmeans the names “OvaCheck®”, “OvaCheck2™d any derivatior

thereof.
(i) “ Quest’ means Quest Diagnostics Incorporated, a Delawamgoration.
ain “ Representative’sshall have the meaning set forth in Section 3.4(a

(kkk)  “ Sale Hearing means the hearing to approve this Agreement arkingeentry of the Sale Ord«

(1 “ Sale Motion” means the motion or motions of Seller, in form aubstance reasona
acceptable to Purchaser in its sole discretiorkisg@pproval and entry of the Sale Order.

(mmm) “ Sale Ordet means an order substantially in the form attadmeito as Exhibit Bind otherwis
in form and substance reasonably satisfactory toHfaser in its sole discretion.

(nnn)  * Sample$ means all clinical and diagnostic samples (inclgdsecreta, blood, tissue and tis
fluids), excluding (i) the breast cancer samplesyiole or in part, leased by Seller from Winbes&ach Institute al
(i) any and all prostate cancer samples.

(0o0) *“ Section 365(n) Motiori means the motion or motions of Seller, in form aubstanc
reasonably acceptable to Purchaser in its soleatisn, seeking approval and entry of the Sect@b(8) Order.

(ppp)  “ Section 365(n) Ordémeans an order substantially in the form attadierto as Exhibit @nc
otherwise in form and substance reasonably satisfato Purchaser in its sole discretion.

(qqq) “ Securities Act means the Securities Act of 1933, as amended,osiamlar successor fede
statute and the rules and regulations thereuntias the same shall be in effect from time to time

(rrr) “ Seller’ shall have the meaning set forth in the preamble.

(sss) “_Seller Intellectual Property means, collectively, the Owned Intellectual Propeahd thi
Licensed Intellectual Property.

(ttt) “ Seller Plam" means (i) all “employee benefit plansaq defined in Section 3(3) of ERIS
including all employee benefit plans which are “pen plans” &s defined in Section 3(2) of ERISA) and any
employee benefit arrangements or payroll pract{ceduding severance pay, vacation pay, companyr@syasalar
continuation for disability, sick leave, death biméospitalization, welfare benefit, group or imdual health, dente
medical, life, insurance, survivor benefit, defdrreompensation, profit sharing, retirement, retireedical
supplemental retirement, bonus or other incentorapensation, stock purchase, stock option, stopkegmtion rights
restricted stock and phantom stock arrangemenfgoticies) and (ii) all material employment, termioa, bonus
severance, change in control, collective
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bargaining or other similar Contracts to which &etir any ERISA Affiliate is a party, with respaotwhich Seller ¢
any ERISA Affiliate has any obligation or which araintained by Seller or any ERISA Affiliate orwdich Seller ¢
an ERISA Affiliate contributes or is obligated t@rtribute with respect to current or former dire@stoofficers
consultants and Employees of Seller.

(uuu) * Subsidiary’ or “ Subsidiaries” means, with respect to any Person, any corporalinted
liability company, joint venture or partnershipwhich such Person (a) beneficially owns, eitheediy or indirectly
more than fifty percent (50%) of (i) the total camdxd voting power of all classes of voting secastbf such entit
(ii) the total combined equity interests, or (tle capital or profit interests, in the case ofamership; or (b) otherwi
has the power to vote or to direct the voting dfisient securities to elect a majority of the boaf directors or simil
governing body.

(vwv) “Tax” and “ Taxes’ mean any and all taxes, charges, fees, tariffseglutmpositions, levies
other assessments, imposed by any Governmental,Bodipding any interest, penalties or additionahoant:
attributable to, or imposed upon, or with respectTtaxes and any Liability for the Taxes of anyestfPerson as
transferee or successor, by Law, Contract or otiserw

(www) “ Tax Return” means any return, report, information return, datian, claim for refund or oth
document (including any schedule or related or euppg information) supplied or required to be sliggh to an
Governmental Body with respect to Taxes, includingendments thereto.

(xxx) “ Transfer Taxe& shall have the meaning set forth in Section 7.11

(yyy) “ Treasury Regulation$ means the temporary and final income Tax regulatiggnomulgate
under the Code.

(zzz) *“ WARN Act” means the United States Worker Adjustment and RettaNotification Act, an
the rules and regulations promulgated thereunder.

ARTICLE X.
TAXES

10.1 _Additional Tax Matters EACH PARTY PAYS ITS RESPECTIVE TAX LIABILITY D THE
EXTENT THE SALE OF THE PURCHASED ASSETS GIVES RIS A TAX LIABILITY. SELLER IS NOT
RESPONSIBLE FOR PURCHASER’S TAX LIABILITY AS A RESU OF THE SALE.

10.2 _Allocation of Purchase Price Purchaser shall determine the allocation efRrchase Price among
Purchased Assets and the agreements providedr@nheor all purposes (including financial, acctog and tax) (th
“ Allocation ). Purchaser and Seller shall each report the fedstedé and local income and other Tax consequedi
the purchase and sale contemplated hereby in aenaamsistent with the Allocation, including, if @igable, th
preparation and filing of Forms 8594 under Secfif60 of the Code (or any successor form or
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successor provision of any future Tax Law) withitliespective federal income Tax Returns for thealde year whic
includes the Closing Date, and neither will takg position inconsistent with the Allocation unlestherwise require
under applicable Law. Seller shall provide to Pasgr and Purchaser shall provide to Seller a copyy informatiol
required to be furnished to the Secretary of trea3ury under Code Section 1060.

ARTICLE XI.
MISCELLANEOUS

11.1 Payment of ExpensesSubject to Section 3.5(h)except as otherwise provided in this Agreememn
whether or not the transactions contemplated hesbyconsummated, Seller and Purchaser shall bear awr
expenses incurred or to be incurred in connectiibin tive negotiation and execution of this Agreenard the Ancillar
Documents and the consummation of the transactiontemplated hereby and thereby.

11.2 Survival of Representations and Warrantégrvival of Covenants The Parties agree that
representations and warranties contained in threé&gent shall expire upon the Closing Date. Th&d3aagree that tl
covenants contained in this Agreement to be peddrat or after the Closing shall survive in accacgawith the tern
of the particular covenant or until fully performed

11.3 Entire Agreement; Amendments and Waiveris Agreement, together with the Ancillary Dauents
represents the entire understanding and agreensémneén the Parties with respect to the subjectematreof. Thi
Agreement may be amended, supplemented or chaagedany provision hereof may be waived, only byttesr
instrument making specific reference to this Agreetnsigned by the Party against whom enforcemerangf suc
amendment, supplement, modification or waiver ggbd. No action taken pursuant to this Agreemerdiuding an
investigation by or on behalf of any Party shalldeemed to constitute a waiver by the Party talsiagh action ¢
compliance with any representation, warranty, coowli covenant or agreement contained herein. Taeex by an
Party of a breach of any provision of this Agreetrarall not operate or be construed as a furtheontinuing waive
of such breach or as a waiver of any other or syue® breach. No failure on the part of any Partgxercise, and |
delay in exercising, any right, power or remedyeli@der shall operate as a waiver thereof, nor stmllsingle ¢
partial exercise of such right, power or remedysiigh Party preclude any other or further exerdszebf or th
exercise of any other right, power or remedy. Alhedies hereunder are cumulative and are not exelagany othe
remedies provided by applicable Law.

11.4 Execution of Agreement; Counterparts; ftagc Signatures

(@) This Agreement may be executed in sex@rahterparts, each of which shall be deemed amali
and all of which shall constitute one and the samtrument, and shall become effective when copatés have be:
signed by each of the Parties and delivered toother Parties; it being understood that all Paniesd not sign tt
same counterparts.
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(b)  The exchange of copies of this Agreementaf signature pages by facsimile transmissiorefh
directly from one facsimile device to another byame of a dialip connection or whether mediated by the world
web), by electronic mail in “portable document fatth(“.pdf’) form, or by any other electronic means intende
preserve the original graphic and pictorial appeegsof a document, or by combination of such mesimal] constitut
effective execution and delivery of this Agreemastto the Parties and may be used in lieu of tlggnat Agreemer
for all purposes. Signatures of the Parties trattethby facsimile shall be deemed to be their aagsignatures for ¢
purposes.

11.5 Governing Law. THIS AGREEMENT IS TO BE GOVERNED BY AND CONSTHD IN
ACCORDANCE WITH FEDERAL BANKRUPTCY LAW, TO THE EXTHT APPLICABLE, AND WHERE STATL
LAW IS IMPLICATED, THE LAWS OF THE STATE OF NEW YOR SHALL GOVERN, WITHOUT GIVINC
EFFECT TO THE CHOICE OF LAW PRINCIPLES THEREOF (EEERT FOR ANY LAWS OF THAT STAT
WHICH WOULD RENDER SUCH CHOICE OF LAWS INEFFECTIVE)NCLUDING ALL MATTERS OF
CONSTRUCTION, VALIDITY AND PERFORMANCE.

11.6 Jurisdiction, Waiver of Jury Trial

(@) THE BANKRUPTCY COURT WILL HAVE EXCLUSIVE URISDICTION OVER ANY ANLC
ALL DISPUTES BETWEEN THE PARTIES, WHETHER AT LAW ORN EQUITY, ARISING OUT OF Ot
RELATING TO THIS AGREEMENT OR ANY AGREEMENT CONTEMEATED HEREBY AND THE PARTIE
HEREBY CONSENT TO AND SUBMIT TO THE JURISDICTION ANVENUE OF THE BANKRUPTCY COURT

(b) EACH OF THE PARTIES HEREBY IRREVOCABLY WANES ANY AND ALL RIGHT TO
TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT & OR RELATED TO THIS AGREEMENT O
THE TRANSACTIONS CONTEMPLATED HEREBY.

11.7 _Notices Unless otherwise set forth herein, any noticesisents, waivers and other communica
required or permitted by this Agreement shall beviiting and shall be deemed given to a Party w(@@rdelivered t
the appropriate address by hand or by nationabbpgeized overnight courier service (costs prepad)(b) sent b
facsimile or email, in each case, if sent during the normal bessnhours of the recipient, with confirmatior
transmission by the transmitting equipment confatméth a copy delivered as provided in clauseifa)he case of ea
of clauses (a) and (b), to the following addrestassimile numbers or Bail addresses and marked to the attenti
the person (by name or title) designated belowiq@uch other address, facsimile numbemnaet address or person &
Party may designate by notice to the other Parties)

If to Seller, to:

Correlogic Systems, Inc.
20271 Goldenrod Lane, Suite 2070
Germantown, Maryland 20876
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Attention: Chief Executive Officer
Facsimile.: (301) 515-3911
E-mail: plevine@correlogic.com

With a copy (which shall not constitute effectivatioe) to:

McNamee, Hosea, Jernigan, Kim, Greenan & Lynch, P.A
6411 Ivy Lane, Suite 200

Greenbelt, Maryland 20770

Attention: Steven L. Goldberg, Esq.

Facsimile: (301) 982-9450

E-mail: sgoldberg@mhlawyers.com

If to Purchaser, to:

Vermillion, Inc.

12117 Bee Caves Road

Building 11, Suite 100

Austin, Texas 78738

Attention: Chief Executive Officer
Facsimile: (512) 439-6980
E-mail: gpage@vermillion.com

With a copy (which shall not constitute effectivatioe) to:

Paul Hastings LLP

1117 South California Avenue

Palo Alto, California 94304

Attention: Robert A. Claassen, Esq.
Facsimile: (650) 320-1984

E-mail: robertclaassen@paulhastings.com

and

Paul Hastings LLP

75 East 55th Street, First Floor

New York, New York 10022

Attention: Bryan R. Kaplan, Esq.
Facsimile: (212) 230-5179

E-mail: bryankaplan@paulhastings.com

11.8 Binding Effect; Assignment This Agreement shall be binding upon Purchasel, subject to entry
the Sale Order, Seller, and inure to the benefithef Parties and their respective successors amditfesl assign
including any trustee or estate representativeiapgbin the Bankruptcy Case or any successor €@hdptase. Nothir
in this Agreement shall create or be deemed tdei@ay third party beneficiary rights in any Persomntity not a par
to this Agreement except as provided below. Nogassent of this Agreement or of any
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rights or obligations hereunder mbg made by Seller or Purchaser (by operation ofdawatherwise) without the pri
written consent of the other Parties and any attech@ssignment without such required consents delloid
provided, however, that Purchaser may assign its rights and obdigathereunder in whole or in part to one or r
wholly owned Subsidiaries of Purchaser (each, &rhftted Assign’) (subject to the next succeeding sentence
assignment of any obligations hereunder shall velithe Parties of any such obligations. Upon argh quermitte:
assignment, the references in this Agreement teHaser shall also be deemed to include any suahifeea Assigl
unless the context otherwise requires.

11.9 Severability Whenever possible, each provision or portionrmof provision of this Agreement shall
interpreted in such manner as to be effective ald wnder applicable Law, but if any provision mortion of an
provision of this Agreement is held to be invalitegal or unenforceable in any respect under grpglieable Law i
any jurisdiction, such invalidity, illegality or enforceability shall not affect any other provision portion of an
provision in such jurisdiction and in lieu of suicivalid, illegal or unenforceable provision or port of any provisior
there will be added automatically as a part of &gseement a valid legal and enforceable provisisrsimilar in tern
to such invalid, illegal or unenforceable provisesmay be possible.

11.10 _Injunctive Relief The Parties agree that damages at Law may beaalequate remedy for the breac
any of the covenants, promises and agreementsigedta this Agreement by Seller, and, accordinglyrchaser shi
be entitled to injunctive relief with respect toyasuch breach, including specific performance athsgovenant
promises or agreements or an order enjoining Peechfaom any threatened, or from the continuatibary actua
breach of the covenants, promises or agreementsiged in this Agreement by Seller. The rights feeth in this
Section 11.1Ghall be in addition to any other rights which Pua®er may have at Law or in equity pursuant tc
Agreement.

11.11 Non RecourseExcept as expressly contemplated by this Agregnmenpast, present or future direc
officer, employee, incorporator, member, partneeaquity holder of Seller or Purchaser shall have lability for any
obligations or liabilities of Seller or Purchaserder this Agreement or any Ancillary Documents offa any clain
based on, in respect of, or by reason of, the acitns contemplated hereby and thereby.

11.12 Bulk Sales LawsTo the extent that any “bulk sales,” “bulk tragrsf’ or similar Laws in any applicalk
jurisdictions are applicable in respect of the sentions contemplated by this Agreement or any lRmgi Documen
each Party hereby waives compliance by the Pawitbsany and all of the foregoing.

11.13 Time of the Essencdime is of the essence in the performance of efi¢he obligations of the Part
and with respect to all covenants and conditionbdacsatisfied by the Parties in this Agreement alh@locument:
acknowledgments and instruments delivered in cdioreberewith.
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11.14 Certain Interpretations

(@ Unless otherwise expressly provided, farppses of this Agreement, the following rules

interpretation shall apply:

0] All references in this Agreement tortigles”, “Sections”, “Schedules” and “Exhibitshal
be deemed to refer to Articles and Sections of,3cttedules and Exhibits to, this Agreement.

(i) All Exhibits and Schedules attacheddte or referred to herein are hereby incorporat
and made a part of this Agreement as if set fartfull herein. Any capitalized terms used in anyh&tule o
Exhibit but not otherwise defined therein shalldedéined as set forth in this Agreement.

(i)  The Article, Section and paragraph taps herein are for convenience of reference aid
not constitute part of this Agreement and shall motdeemed to limit or otherwise affect any of phmevision:
hereof.

(iv)  The words “include,” “includes” and ‘@fuding,” when used herein shall be deemed in
case to be followed by the words “without limitatio

) When calculating the period of time befareich, within which or following which any &
is to be done or step taken pursuant to this Ages¢nthe date that is the reference date in cdloglauch perio
shall be excluded. If the last day of such per®dat a Business Day, the period in question gmllon the ne
succeeding Business Day.

(vi) Any reference in this Agreement tottals mean U.S. dollars.

(vi)  Any reference in this Agreement to den shall include all genders, and words impa
the singular number only shall include the plurad aice versa.

(vii)  The words such as “herein,” “hereir&it “hereof,” and “hereundertefer to thi
Agreement as a whole and not merely to a subdivigiovhich such words appear unless the contexrofise
requires.

(b) The Parties agree that they have beeresepted by legal counsel during the negotiatior

execution of this Agreement and, therefore, waneedpplication of any Law, regulation, holding olerof constructio
providing that ambiguities in an agreement or otdecument shall be construed against the Partytimyasucl
agreement or document.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF , the Parties have caused this Agreement to beutscdy their respective dt

authorized officers as of the date first abovetemnit

CORRELOGIC SYSTEMS, INC.

By: /s/ Peter J. Levin
Name: Peter J. Levir
Title: President and Chief Executive Office

VERMILLION, INC.

By: /s/ Ashish Kohli
Name: Ashish Kohl
Title: VP, Corporate Strateg




EXHIBIT A
FORM OF BILL OF SALE

THIS BILL OF SALE (this “ Bill of Sale”) dated as of — ], 2011 by Correlogic Systems, Inc., a Delav
corporation (* Seller), in favor of Vermillion, Inc., a Delaware corgatron (“ Purchaseh).

WHEREAS , the Parties hereto have entered into an AssethBse Agreement dated as of November 8,
(the “ Purchase Agreemef)jt providing for the purchase by Purchaser of ceréaisets of Seller, and the Parties he
now desire to carry out such transaction by Sallexecution and delivery to Purchaser of this imsént evidencing tl
vesting in Purchaser of all of the assets and sighSeller hereinafter described. Capitalized teased but not defin
herein have the meanings given them in the Purchgsssement.

NOW, THEREFORE , in consideration of the premises and of otheuafalle consideration to Seller in hand |
by Purchaser, at or before the execution and dglikereof, the receipt and sufficiency of which ®gller are herel
acknowledged, Seller hereby conveys, grants, besgaells, transfers, sets over, assigns, remislesises, delivers a
confirms unto Purchaser, its successors and askgaer, effective as of 12:01 a.m. Central Tinmetloe date here
(the “ Effective Time"), all of Seller’s right, title and interest in and to the Purchadedets, free and clear of
Encumbrances other than Permitted Encumbrances.

Seller hereby covenants that, from time to timerafthe delivery of this instrument, at Purchasegquest ar
without further consideration, Seller will do, exée, acknowledge, and deliver, or will cause todbee, execute
acknowledged and delivered, all and every suchhéuricts, deeds, conveyances, transfers, assigsnpawers (
attorney and assurances as reasonably may beeggaimore effectively convey, transfer to and wefturchaser, ai
to put Purchaser in possession of, any of the RgethAssets.

Nothing in this instrument, express or impliedjngended or shall be construed to confer upon,iee tp, an
person, firm or corporation other than Purchaseriemsuccessors and assigns, any remedy or cladterwor by reasc
of this instrument or any terms, covenants or domdihereof, and all of the terms, covenants andlitimns, promise
and agreements in this instrument contained sleafbbthe sole and exclusive benefit of Purchagerits successc
and assigns.

This instrument is executed by, and shall be bigpdipon, Seller and its successors and assignfdondes ar
purposes above set forth and referred to, effeetsvef the Effective Time.

This instrument shall be governed by, interpreteden, and construed and enforceable in accordaitbe tive
laws of the State of New York, without regard ®abnflict of law principle provisions.

To the extent this Bill of Sale is inconsistentiwény terms or conditions of the Purchase Agreentkatterm
and conditions of the Purchase Agreement shalrabnt
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IN WITNESS WHEREOF , Seller has executed this Bill of Sale or causesi Bill of Sale to be executed on
behalf by a duly authorized officer of Seller ag ef ] , 2011.

CORRELOGIC SYSTEMS, INC.

By:
Name:
Title:
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EXHIBIT B
FORM OF SALE ORDER

See attached.



Entered: December 02, 2011
Signed: December 02, 2011

SO ORDERED
WENDELINT, LIPP
L. S. BANKRUPTCY JUDGE
UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MARYLAND
(GREENBELT DIVISION)

*
Inre Chapter 11

*
CORRELOGIC SYSTEMS, INC.

* Case No. 1-2597+WIL

Debtol
*
* * * * * * * * * * * * *

ORDER (A) AUTHORIZING SALE OF
SUBSTANTIALLY ALL OF DEBTOR’S ASSETS
FREE AND CLEAR OF ALL CLAIMS, ENCUMBRANCES
AND OTHER INTERESTS; (B) APPROVING THE AGREEMENT OF SALE; AND
(C) GRANTING RELATED RELIEF

Upon consideration of the motion (the * Motin[Docket No. 186] of Correlogic Systems, Inc.dth Debtor”)
for entry of an order (the * Sale Ord8r among other things: (i) approving the sale (th8ale”) of the Purchas¢

Assets: free and clear of all Claims and Encumbrances (athen Encumbrances included in the Assumed Lisads
and Permitted

1 Unless otherwise stated, all capitalized terms umechot otherwise defined herein shall have theesaneaning as set forth in the A
Purchase Agreemer
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Encumbrances), (ii) Approving the Agreement of Saitel (iii) granting other related relief; and theu@ having
determined that the asset purchase agreement stidibgan the form attached hereto as Exhibi{a& may be amend:
the “ Asset Purchase Agreemépbetween the Debtor and Vermillion, Inc. (the drBhaser’) is the highest and bt
offer; and it appearing that the relief requestethe Motion is in the best interests of the Délst@state, its credito
and other parties in interest; and it appearing tthia Court has jurisdiction over this matter uanst to 28 U.S.C. ¢
157 and 1334; and it appearing that the Motion @@ proceeding pursuant to 28 U.S.C. 8§ 157(bH&% adequa
notice of the Motion and opportunity for objectibaving been given; and this Court having reviewed eonsidere
the Motion and the objections thereto, if any; apdn consideration of all the pleadings filed witis Court; and th
Court having determined that the legal and fadbaskes set forth in the Motion establish just cdoséne relief grante
herein; and after due deliberation and sufficientse appearing therefor:

THE COURT HEREBY FINDS THAT:

Jurisdiction, Final Order and Statutory Predicates

1.  This Court has jurisdiction to hear anced®ine the Motion pursuant to 28 U.S.C. 88 157(a(id 1334
(a). This is a core proceeding pursuant to 28 U.8.57(b)(2)(A), (N) and (O). Venue is properhistDistrict and in
this Court pursuant to 28 U.S.C. 88 1408 and 1409.

2. This Sale Order constitutes a final andeapable order within the meaning of 28 U.S.C. §(ah8
Notwithstanding Bankruptcy Rules 6004(h) and 60De{dd to any extent necessary under Bankruptcg Bad4 anc
Rule 54(b) of the Federal Rules of Civil Proceda®made applicable by Bankruptcy Rule 7054, tloigrCexpressly
finds that there is no just reason for delay inithplementation of this Sale Order, and the SalgeDshall be
immediately effective upon its entry.
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3.  The statutory predicates for the reliefuesied in the Motion are sections 105(a), 363 &4doB the
Bankruptcy Code and Bankruptcy Rules 2002, 6008669007 and 9014.

Notice of the Sale

4.  Notice of the Motion and a reasonable opymity to object or be heard with respect to thetidtoand relief
requested therein has been afforded to all knovanasted persons and entities entitled to receigk motice, including
but not limited to the following parties:

0] the Office of the United States Trustee for thetfsof Maryland,;

(i) the Debtor’s thirty (30) largest unsecuredditors on a consolidated basis, as identifietthéir
chapter 11 petition:

(i) all taxing authorities and other governmdraigencies having jurisdiction over any of the Pased
Assets, including the Internal Revenue Serv

(iv) all parties that have requested or that atpiired to receive special notice pursuant to Bautksy
Rule 2002

(v) all Persons known or reasonably believedaeehasserted a Claim or Encumbrance on any of the
Purchased Asset

(vi) the counterparties to each of the Assigned Comti@og” Contract Counterpartie”);

(vii) any applicable state environmental agel

5.  As evidenced by the affidavits of servicevously filed with this Court, proper, timely, @eguate, and
sufficient notice of the Motion, and the Sale hasrbprovided in accordance with sections 102(13,8&1 365 of the
Bankruptcy Code and Bankruptcy Rules 2002, 600@6&hd 9014. The notices described above were godftiient
and appropriate under the circumstances, and e otHfurther notice of the Motion, the Sale or 8ade Hearing is
required. No other or further notice of the Motitim Sale, the Sale Hearing, or of the entry of @ider is necessary
shall be required.
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6. The disclosures made by the Debtor conegrtiie Asset Purchase Agreement, the Sale, an®dk
Hearing were good, complete and adequate.

Section 363(f) Is Satisfied

7.  The Purchaser would not have entered medAsset Purchase Agreement and would not consusrtimat
transactions contemplated thereby if the sale ®@Pthirchased Assets to the Purchaser were notrfdeelear of all
Claims and Encumbrances of any kind or nature wleaty (other than Encumbrances included in the rssu
Liabilities and Permitted Encumbrances), or if Bhegchaser would, or in the future could, be lidbleany of such
Claims and Encumbrances.

8.  The Debtor may sell the Purchased Asse&sdnd clear of all Encumbrances against the Dabgastate ¢
any of the Purchased Assets (except for the Pedniihcumbrances and Assumed Liabilities) becanssgadh case,
one or more of the standards set forth in sec®@3¢f)(1)-(5) of the Bankruptcy Code has been BatisThose holders
of Encumbrances against the Debtor, its estateyofthe Purchased Assets who did not object, tar withdrew their
objections, to the Sale or the Motion are deemdthte consented thereto pursuant to section 383(j(the
Bankruptcy Code. Those holders of such Encumbranbesdid object fall within one or more of the otlseibsections
of section 363(f) and are adequately protecteddwnly their Encumbrances, if any, in each instagagnst the Debtc
its estate or any of the Purchased Assets, atteittetproceeds of the Sale ultimately attributabline Purchased
Assets in which such party alleges an interedhensame order of priority, with the same validityce and effect that
such creditor had prior to the Sale, subject todayns and defenses the Debtor and its estatepossess with respect
thereto.
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Good Faith of the Purchaser

9. The Purchaser is not an “insider” of thd{oe, as that term is defined in section 101(31thefBankruptcy
Code.

10. The Purchaser is purchasing the Purchasset?\s good faith and is a good faith buyer withie meaning
of section 363(m) of the Bankruptcy Code, and éédfore entitled to the full protection of that yioon, and otherwis
has proceeded in good faith in all respects in eotion with this proceeding in that, among othangh: (i) all
payments to be made by the Purchaser and othezragnés or arrangements entered into by the Puncimsennectio
with the Sale have been disclosed; (ii) neithertbebor Purchaser has violated section 363(n) @Bankruptcy Code
by any action or inaction; (iii) no common identdf/directors or controlling stockholders exist$vieen the Purchaser
and the Debtor; and (iv) the negotiation and exeoutf the Asset Purchase Agreement was at dangth and in goo
faith.

Highest and Best Offer

11. The Debtor and its professionals conductiedisame marketing process of the Purchased Asdstseby
they (i) provided potential purchasers, upon rejueesficient information to enable them to makeraormed
judgment on whether to submit a bid on the Purahdssets, and (ii) afforded interested partiesllafair and
reasonable opportunity to conduct due diligencesarmit offers on the Purchased Assets. The macketiocess was
conducted in a noncollusive, fair and good faitmmex and a reasonable opportunity has been givanytanterested
party to make a higher or otherwise better offerttie Purchased Assets.

12. The Asset Purchase Agreement constituteSiginest and best offer for the Purchased Assets.

13. The Asset Purchase Agreement represenisanthreasonable offer to purchase the Purchasedtéunde
the circumstances.
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14. Approval of the Motion and the Asset Purehagreement and the consummation of the transaction
contemplated thereby are in the best interestseoDebtor, its creditors, its estate and othergmm interest.

15. The Debtor has demonstrated compelling sistances and a good, sufficient, and sound buspepsse
and justification for the Sale prior to, and ouésaf, a plan of reorganization.

16. Entry of this Sale Order approving the Agaa@tchase Agreement and all the provisions thasemf
necessary condition precedent to Purchaser’s camstion of the Sale.

No Fraudulent Transfer

17. The consideration provided by the Purchpsesuant to the Asset Purchase Agreement is fdiadequate
and constitutes reasonably equivalent value amatéaisideration under the Bankruptcy Code and utigelaws of the
United States, any state, territory, possessiotheoDistrict of Columbia.

18. The Purchaser is not a mere continuatigdgheDebtor, or its estate and there is no conyrhetween the
Purchaser and the Debtor or its estate. The Pwcignot holding itself out to the public as atimmation of the
Debtor. The Purchaser is not a successor to theobebits estate and the Sale does not amounttmsolidation,
merger or de facto merger of the Purchaser anDd¢or.

Validity of Transfer

19. Upon entry of this Sale Order, the Debtar fodl corporate power and authority to execute @eldzer the
Asset Purchase Agreement and all other documentsmoplated thereby, and no further consents oroapis are
required for the Debtor to consummate the transastcontemplated by the Asset Purchase Agreemeargpeas
otherwise set forth in the Asset Purchase Agreement
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20. The transfer of each of the Purchased Asséte Purchaser will be as of the Closing Datgal, valid,
and effective transfer of such Purchased Assetkyasts or will vest the Purchaser with all righite, and interest of
the Debtor to the Purchased Assets free and cledr ©laims and Encumbrances accruing, arisingetating thereto
any time prior to the Closing Date, except for &gymitted Encumbrances and Assumed Liabilities.

21. The Closing shall be subject to the satigfaqor to the extent permitted by Law, writtenivea by Seller
or Purchaser, as applicable) on or prior to thesi@fpDate, of each of the conditions set forth ticke VIII of the
Asset Purchase Agreement (the “ Closing Conditipns

Compelling Circumstances for an Immediate Sale

22. To maximize the value of the Purchased Aszetl preserve the viability of the business tactvitine
Purchased Assets relate, it is essential thatdled the Purchased Assets occur within the tiomestaints set forth in
the Asset Purchase Agreement. Time is of the eesareonsummating the Sale.

23. The consummation of the transactions conltienh by the Asset Purchase Agreement is legad ead
properly authorized under all applicable provisiohshe Bankruptcy Code, including, without limitat, sections 105
(a), 363(b), 363(f), 363(m) 365(b), and 365(f), afidbf the applicable requirements of such sestioave been
complied with in respect of the transaction.

24. The Sale does not constitute a de factogfa@organization or liquidation or an elemensoth a plan for
the Debtor, as it does not and does not propog@ impair or restructure existing debt of, or @gunterests in, the
Debtor; (ii) impair or circumvent voting rights \witespect to any future plan proposed by the Defit)rcircumvent
chapter 11 plan safeguards, such as those seirig#ttions 1125 and 1129 of the Bankruptcy Code;
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(iv) classify Claims or equity Encumbrances, connpise controversies or extend debt maturities.

NOW, THEREFORE, IT IS HEREBY ORDERED, ADJUDGED AND DECREED THAT:

General Provisions

25. Relief Granted The relief requested in the Motion is granted approved, and the Sale to Purchaser
under the Asset Purchase Agreement is approveet &srth in this Sale Order.

26. Objections OverruledAny and all objections to the Motion, or theigérequested therein that has not
been withdrawn, waived, or settled or otherwisele=s1 as announced to this Court at the Sale Hganitby stipulatio
filed with this Court or as otherwise provided lnmstSale Order, and all reservations of rightsuded therein, are
hereby overruled on the merits.

27. Findings of the CourtThe findings of the Court set forth above formirtegral part of this Sale Order.

Approval of Asset Purchase Agreement

28. Agreement ApprovedThe Asset Purchase Agreement and all otherlancdocuments, and all of the
terms and conditions thereof, are hereby approved.

29. Authorization to Consummate Transactiofirsuant to section 363(b) of the Bankruptcye;adbject
to the satisfaction (or to the extent permitted_byv, written waiver by Seller or Purchaser, as @gple) of the Closin
Conditions, the Debtor is authorized and directeth) consummate the Sale of the Purchased Asstts Purchaser
pursuant to and in accordance with the terms anditions of the Asset Purchase Agreement, andx@jwge and
deliver, perform under, and implement the AssetRase Agreement, together with all
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additional instruments and documents that may agorably necessary or desirable to implement tisetA2urchase
Agreement and the Sale, including any other amgillmcuments, or as may be reasonably necessafpoopriate to
the performance of the obligations as contemplbjethe Asset Purchase Agreement and such othdlaayci
documents.

30. Order Binding on All PartiesThis Sale Order shall be binding in all respegtsn the Debtor, its estate,
all creditors, all holders of equity interests e tDebtor, all holders of any Claim(s) (whetherwnar unknown)
against the Debtor, any holders of Encumbrancesstgar on all or any portion of the Purchased Assal Contract
Counterparties, the Purchaser and all successdrasmigns of the Purchaser, and any trustees, egesnresponsible
officers, estate representatives, or similar erititythe Debtor, if any, subsequently appointethinBankruptcy Case
upon a conversion to chapter 7 under the Bankruptme of the Bankruptcy Case. This Sale Order aad\sset
Purchase Agreement shall inure to the benefit@Dabtor, its estate and creditors, the Purchamkitarespective
successors and assigns.

31. Section 365(n) RightsNotwithstanding anything to the contrary in tBsle Order or the Asset Purchase
Agreement, the sale of the Purchased Assets shallfject to Quest’s and LabCorp’s rights as s fa the
Section 365(n) Order. For the avoidance of doubtclraser’s obligations under the Asset PurchaseeXxgent shall be
conditioned on the 365(n) Order being entered By@ourt in form and substance acceptable to Paeshia
Purchaser’s sole discretion, and such order skal Binal Order.

Transfer of the Purchased Assets

32. Transfer of Purchased Assets Authorize@ursuant to Bankruptcy Code sections 105(&8(86and 363
(), the Debtor is authorized to transfer the Pasgd Assets to the
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Purchaser on the Closing Date, and the Purchadeersted to pay the Purchase Price to the Delstpravided in the
Asset Purchase Agreement.

33. Transfer of AssetsExcept as otherwise provided in the Asset Pwe#agreement, the Purchased Assets
shall be transferred to the Purchaser in accordaitbehe Asset Purchase Agreement upon and dedflosing Date
and such transfer shall constitute a legal, validging, and effective transfer of such Purchassslefs and, upon the
Debtor’s receipt of the Purchase Price, shall be &nd clear of all Encumbrances, except any Redriincumbrances
and Assumed Liabilities. Upon the Closing of théeSmntemplated within the Asset Purchase Agreentieat
Purchaser shall take title to and possession dPtliehased Assets, subject only to Permitted Encameks and
Assumed Liabilities. For the avoidance of doubthimgy contained herein shall in any way alter odifiothe terms of
the settlement between the Seller and Ahn-GookrRaegutical Co., Ltd. approved by the Court by oetgered
March 22, 2011 [Docket No. 126].

34. Surrender of Purchased Assets by ThirtieBa All entities that are in possession of somellaofahe
Purchased Assets on the Closing Date are direstedrtender possession of such Purchased Asdbis Rurchaser at
the Closing of the Sale. All entities are herele¥@r prohibited and enjoined from taking any actizat would
adversely affect or interfere with the ability bktDebtor to sell and transfer the Purchased Asséitee Purchaser in
accordance with the terms of the Asset Purchaseehgent and this Sale Order.

35. Transfer Free and Clear of Encumbrandesrsuant to section 363(f) of the Bankruptcy €dte transfe
of title to the Purchased Assets shall be freecdar of any and all Encumbrances, except for amynRted
Encumbrances and Assumed Liabilities. The Purchiaset and shall not be liable as a successorrarmdetheory of
successor liability for
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Encumbrances (other than Permitted Encumbrancefssuined Liabilities) that encumber or relate ® Burchased
Assets.

36. Creditors Directed to Release Encumbianc®n the Closing Date, each creditor shall bé@uged and
directed to execute such documents and take @l aittions as may be necessary to release Encucelsréaxcept for
Permitted Encumbrances and Assumed LiabilitiegherPurchased Assets, if any, as provided for hgasi such
Encumbrances may have been recorded or may otleeewist.

37. Debtdss Authorization to Record Releasedf any person or entity which has filed stataiseor other
documents or agreements evidencing Encumbrandesr @ibian the Permitted Encumbrances and Assumédlitiés)
on or in all or any portion of the Purchased Assetl not have delivered to the Debtor prior t® @losing, in proper
form for filing and executed by the appropriatetiggy, termination statements, instruments of satt&in, releases of
liens and easements, and any other documents aegesslesirable to the Purchaser for the purpbs®acumenting
the release of all Encumbrances, which the Persentdy has or may assert with respect to allryr ortion of the
Purchased Assets, the Debtor is hereby authorizeédiaected, and the Purchaser is hereby authgriaexkecute and
file such statements, instruments, releases armt ddtuments on behalf of such person or entitl véispect to the
Purchased Assets. The transactions authorizedhh&rall be of full force and effect, regardlesshef Debtor’s lack of
good standing in any jurisdiction in which it igfieed or authorized to transact business. A cedlté@py of this Sale
Order may be filed with the appropriate clerk(sji/an recorded with the recorder(s) which, oncelfilegistered, or
otherwise recorded, shall constitute conclusivel@vce of the release of all Encumbrances in thel@sed Assets as
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the Closing Date of any kind or nature whatsoeotirer than the Permitted Encumbrances or Assunegullities.

38. Permanent InjunctionExcept as expressly permitted or otherwise §ipatly provided by the Asset
Purchase Agreement or this Sale Order, all perandsntities holding Encumbrances in or againgiradiny portion of
the Purchased Assets (other than Permitted Encuncdsand the Assumed Liabilities) arising undesudrof, in
connection with, or in any way relating to the Debthe Purchased Assets, the operation of theddsliusiness prior
to the Closing Date or the transfer of the Purctid@sssets to the Purchaser, hereby are foreverdyastopped and
permanently enjoined from asserting against thetiger or its successors or assigns, their propettye Purchased
Assets, such persons’ or entities’ Encumbrancesdhto the Purchased Assets.

39. Recording Offices This Sale Order is and shall be binding upahg@overn the acts of all persons and
entities, including, without limitation, all filinggents, filing officers, title agents, title comyges, recorders of
mortgages, recorders of deeds, registrars of daddsinistrative agencies, governmental departmeatsgetaries of
state, federal and local officials, and all othersons and entities who may be required by operafitaw, the duties ¢
their office, or contract, to accept, file, regrste otherwise record or release any documentsstruments, or who me
be required to report or insure any title or stdtgtle in or to any lease; and each of the foreggersons and entities
hereby directed to accept for filing any and althed documents and instruments necessary and ajgteoio
consummate the transactions contemplated by thet Rsschase Agreement.

Other Provisions

40. Injunction. Effective upon the Closing Date and except gdi@ly provided in the Asset Purche
Agreement, all persons and entities are forevenipited and permanently
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enjoined from commencing or continuing in any mararey action or other proceeding, whether in laweaquity, in an
judicial, administrative, arbitral or other proceeglagainst the Purchaser, its successors anchassigthe Purchast
Assets, with respect to any (a) Encumbrance (dttzer an Assumed Liability or a Permitted Encumbedracising
under, out of, in connection with or in any wayatélg to the Debtor, the Purchaser, the Purchassdt8, or the use
and operation of the Purchased Assets prior t€thsing of the Sale, or (b) successor liabilitygluding, without
limitation, the following actions: (i) commencing continuing in any manner any action or other pesting against tf
Purchaser, its successors or assigns, or the RatiAessets; (ii) enforcing, attaching, collectimgexovering in any
manner any judgment, award, decree or order aghdi@furchaser, its successors, or the Purchassdsi§ii)
creating, perfecting or enforcing any Encumbrargagrest the Purchaser, its successors or assigtig &urchased
Assets; (iv) asserting any setoff, right of subtagaor recoupment of any kind against any oblgatiue the Purchas
or its successors or assigns; (v) commencing diragng any action, in any manner or place, thasdoot comply or |
inconsistent with the provisions of this Sale Ordeother orders of this Court, or the agreementsctons
contemplated or taken in respect thereof; or @¥pking, terminating or failing or refusing to igsar renew any
license, permit or authorization to use or opeaae of the Purchased Assets or conduct any ofukmésses operated
with the Purchased Assets.

41. Fees, Expenses and Obligatiodd| obligations of the Debtor under the Assetdhase Agreement,
including all ancillary documents related theretoall be satisfied in the manner provided in theeA$urchase
Agreement, without need of further order of thisu@oThe obligations of the Debtor to pay the Exgeen
Reimbursement set forth in Section 3.5(b) of theeAfurchase Agreement are hereby approved asith{l)be entitle
to administrative
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expense claim status under Sections 503(b)(1)(4)587(a)(2) of the Bankruptcy Code, (ii) shall betsubordinate to
any other administrative expense claim againsbDilator, other than any adequate protection ordexistence as of
the date of entry of this Sale Order, and (iii)|sharvive the termination of the Asset Purchasee&gnent.

42. No Liability for Claims Against DebtorExcept for the Permitted Encumbrances and Asdutabilities
or as otherwise expressly set forth in this Salge®or the Asset Purchase Agreement, the Purchaddats employees,
officers, directors, advisors, attorneys, lendaffljates, owners, successors and assigns shialiaw@ any liability
(successor, vicarious or otherwise), or any otldigation of the Debtor. The Purchaser has givdrstntial
consideration under the Asset Purchase Agreemettiddoenefit of the holders of any Encumbrance ddnsideratio
given by the Purchaser shall constitute valid amdable consideration for the releases of any piadesiaims of
successor liability of the Purchaser, which relsat®ll be deemed to have been given in favoreoPtirchaser by all
holders of Encumbrances against or interests iD#tgor or any of the Purchased Assets.

43. Plan Not to Conflict Nothing contained in any plan of reorganizatodiquidation, or order of any type
or kind entered in (a) the Debterchapter 11 Bankruptcy Case, (b) any subsequapteh? case into which the chaj
11 Bankruptcy Case may be converted, or (c) aratedlproceeding subsequent to entry of this SalerQshall
conflict with or derogate from the terms of thide&S@rder

44, Good Faith The transactions contemplated by the Asset RsecAgreement are undertaken by the
Purchaser without collusion and in good faith,hed term is defined in section 363(m) of the Bapkey Code, and
accordingly, the reversal or modification on appgdhe authorization provided herein to consumntiag¢eSale shall n
affect the validity of the
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Sale, unless such authorization and consummatisndaf Sale are duly stayed pending such appealPlitehaser is a
good faith buyer within the meaning of section 3680f the Bankruptcy Code and, as such, is entttiednd granted,
the full protections of section 363(m) of the Bamcy Code.

45. Effective Immediately Pursuant to Bankruptcy Rules 7062, 9014, and@)0this Sale Order shall be
effective immediately upon entry and the Debtor HrelPurchaser are authorized to close the Sale ey of this
Sale Order.

46. Bulk Sales Law No bulk sales law or any similar law of any stat other jurisdiction applies in any way
to the Sale.

47. Brokers Except for the fees and expenses of brokerdefs) or financial advisors for the Debtor setH
on Schedule 4.9 of the Asset Purchase Agreemeaniv(fich the Debtor is solely responsible), the iartio not have
any obligation to pay any fees, commissions orrmgimailar compensation to any broker, finder, oaficial advisor in
connection with the transactions authorized herein.

48. Asset Purchase Agreement Approved inr&gti The failure specifically to include any partiaul
provision of the Asset Purchase Agreement in thie ®rder shall not diminish or impair the effeetiess of such
provision, it being the intent of this Court thhétAsset Purchase Agreement be authorized andweggpio its entirety.

49. Standing The transactions authorized herein shall beillbfdrce and effect, regardless of the Debtor’s
lack of good standing in any jurisdiction in whistich Debtor is formed or authorized to transacinass.

50. Timing. All time periods set forth in this Sale OrdeaBlve calculated in accordance with Bankruptcy
Rule 9006(a).
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51. Authorization to Effect OrderThe Debtor is authorized to take all actionsassary to effect the relief
granted pursuant to this Sale Order.

52. Automatic Stay The automatic stay pursuant to Section 3621ielhelifted to the extent necessary,
without further order of this Court, to (i) allowe Parties to deliver any notices, and (ii) allv Parties to take any
and all actions permitted under the Asset PurcAgseement in accordance with the terms and condittbereof.

53. Vacation of Order In the event that the Closing Date has not agecuon or by December 10, 2011 (the *
Outside Date), this Sale Order shall be deemed vacated amob dfirther force and effect, unless otherwise afjtse
the Debtor and the Purchasprovided, howevethat the Outside Date may be extended by the writesent of
Purchaser for up to four (4) periods of three (8nths each in the event that the Section 365(ngQstappealed
following entry by this Court;

54. Retention of JurisdictionThis Court shall retain jurisdiction to hear atetermine all matters arising
from or related to the Sale, this Sale Order aedhhtters contemplated herein.

Copies to:

Office of the United States Trustee
6305 Ivy Lane

Suite 600

Greenbelt, Maryland 20770

Bryan Kaplan, Esquire
Paul Hastings

75 East 5% Street
New York, NY 1002z

James M. Greenan, Esquire
McNamee Hosea
6411 lvy Lane
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Suite 200
Greenbelt, MD 20770

Joel M. Walker
Duane Morris, LLP
600 Grant Street
Suite 5010
Pittsburgh, PA 15219

Mark Taylor

Kilpatrick Townsend & Stockton, LLP
607 14t Street, NW

Suite 900

Washington, DC 20005
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EXHIBIT C
FORM OF SECTION 365(n) ORDER
See attached.
C1



THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF MARYLAND
(Greenbelt Division)

In re:

CORRELOGIC SYSTEMS, INC.

Debtor.

*

*

CORRELOGIC SYSTEMS, INC.

Plaintiff,

V.

QUEST DIAGNOSTICS, INC.
One Malcolm Avenue
Teterboro, NJ 07608-1070

and

LABORATORY CORPORATION OF *

AMERICA HOLDINGS
531 South Spring Street
Burlington, NC 27215

Defendants.

C-2

Case No. 10-25974-WIL
(Chapter 11)

Adv. 11-00478-WIL

ORDER APPROVING
SETTLEMENT AND
CONFIRMING AND
CLARIFYING SECTION 365 (n)
RIGHTS



RECITALS

A. On or about October 31, 2002 Quest Diagns, Inc. (“QDI”) and Correlogic Systems, IncC@rrelogic”)
entered into a co-exclusive Technology Licenseedelopment Agreement (“QDI License”);

B. On or about November 1, 2002 LaboratooypOration of America Holdings (“LabCorpgnd Correlogi
entered into a co-exclusive Technology LicenseRedelopment Agreement (“LabCorp License”);

C. The QDI License and the LabCorp Licems@lve, among other things, the same intellectuaperty an:
same field of use (both licenses are collectivefemed to as “Correlogic Licenses”);

D. QDI and LabCorp allege that QDI and LahfCwere granted the right to use Correlogitéchnology t
market and distribute assays for the detection vafrian cancer. Correlogic, on the other hand, cuwigethat th
Correlogic Licenses were limited to using Corretdgitechnology only for marketing and distributionceftain assa
under development by Correlogic for the detectibavarian cancer.

E. Between the October 31, 2002 and July2080, Correlogic developed two versions of anya$sathe
detection of ovarian cancer: the Mass SpectronTetst and the OvaCheck 1 Test (each defined below).

F. Correlogic has contended for several yy¢hat the OvaCheck 1 Test was not subject to threel®gic
Licenses; QDI and LabCorp have contended that testis are subject to the Correlogic Licenses. iBBise is current
before the court and scheduled for trial on Decear6b2011.

G. After Correlogic developed the Mass Spest and the OvaCheck 1 Test, Correlogic filedpiamtectior
under Chapter 11 of the United States Code in #rekBiptcy Court located in the District of Maryla(i@€ourt”) on ol
about July 16, 2010 (“Petition Date”);

H. On July 16, 2010 Correlogic also fileditwthe Court, among other documents, a motion jectehe
Correlogic Licenses. LabCorp and QDI each fileceobipns to the motion;
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l. After a hearing on October 4, 2010, theu@ granted Correlogis’ motion and the Correlogic Licen
were deemed rejected,;

J. Also as a result of said rejection, QBd &abCorp each elected to exercise rights undés.$1C. §365(n

K.  On June 11, 2011, Correlogic filed a Compldor Declaratory Relief to obtain a judicial ing on th
scope of Licensees’ rights under 11 U.S.C. 8§36%&f{tl) the Court (“Declaratory Judgment Case/ferein Correlogi
contended Licenseesghts to Correlogic intellectual property were iied to those rights pertaining to the Mass
Test and Licensees contended they had rights ©aatelogic intellectual property relating geneydth ovarian cance
including intellectual property developed post fet;

L. Correlogic has entered into an agreemeptinciple to sell substantially all of its ass&ts/ermillion, Inc.

M.  Correlogic and Licensees have agreed toptcomise and settle said dispute and agree to ttmg ehthis
order adjudging the rights of Correlogic and Licss

N. Vermillion agrees that any purchase okts$from Correlogic shall be subject to Licenseggits as st
forth in this order.

NOW THEREFORE IT IS HEREBY ORDERED AND ADJUDGED A®LLOWS:
1. Definitions For purposes of this Order, the terms below dialke the meanings defined below.

Affiliates - “Affiliates” refers to, with respect to LabCorp or QDI, any eatror future Entity whic
controls, is controlled by, or is under common colntvith such party. For purposes of this defimtionly, “control”
means (i) in the case of corporate Entities, dicecindirect ownership of at least fifty percen0%) of the stock «
participating shares entitled to vote for the etecof directors, and (ii) in the case of noorporate Entities, direct
indirect ownership of at least fifty percent (5086Xhe
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equity interest with the power to participate ie thanagement and policies of such non-corporaté/Ent

Correlogic Tools- “Correlogic Toolsrefers to all of the following, but solely to th&tent useful in th
Field and existing as of the Petition Date: (i) @fl Correlogics computational diagnostic models which are ak
differentiate between samples taken from patiertits @varian cancer and samples from patients witb@arian cance
(i) software used to collect data, run tests, antkrpret and report test results (limited to PooteDx an
OvaCheckDx), in both object code and source codedq (iii) all of Correlogics documentation, access codes, lic
keys or other materials required to maintain anel the ProteomeDx and OvaCheckDx, and (iv) all otigorithms
models, analytical techniques, processes, intesfagethods, technology, developments, SOPs, prstaul dat
related to the Mass Spec Test and the OvaCheclstl(dach defined below). For the avoidance of dahlet precedir
sentence does not include (a) any of Correlegmbmarker discovery and development software agdrithms, ¢
(b) any patient data which cannot be provided toQ@p or QDI under applicable law.

Entity — “Entity” refers to a person, corporation, partnership, aasoc, limited liability compan
unincorporated organization, firm, or other entity.

Field — “Field” refers to the field of screening and diagnosingl(iding staging) ovarian cancer an
monitoring diagnosed patients from human patiemias, including without limitation in vitro diagebc products
kits and testing services, such as immunoassaymasd spectrometry related to ovarian cancer.

Licensed Technology “Licensed Technologyimeans all patents, copyrights, trademarks, semiagks
trade secrets, or other intellectual property ggbteated, owned, ilncensed, controlled, or otherwise possesse
Correlogic prior to the Petition Date related te tMass Spec Test and OvaCheck 1 Test (each defiakav)
including, without limitation, the rights to (i) ¢hpatents and patent applications listed on Exhifij the Correlogir
Tools, and (iii) the Mass Spec Test and OvaChedledt (each defined below). The Licensed Technolexyress!
excludes intellectual property
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rights in the OvaCheck 2 Test (including any biokearused with the OvaCheck 2 Test which was notl wgéh the
Mass Spec Test or the OvaCheck 1 Test) and any mtfelectual property rights in Technology andug®e Code (¢
those terms are defined in the Correlogic Licensesgntions, biomarkers, products or assays,dcettient any of the
intellectual property rights were conceived, depelb, reduced to practice or created by or for Qagre or an
successor or assignee of Correlogic on or afteP#igion Date. Licensees acknowledge that Licesxkage no rights
any intellectual property developed by Correlogit ar after the Petition Date. Licensees acknowletige th
OvaCheck 2 Test was developed on or after theiGtefitate.

Licensees- “Licensees” refers to LabCorp and QDI.

Mass Spec Test “Mass Spec Testfefers to the mass spectrometry based assay($)véoran cance
developed by Correlogic prior to the Petition Date.

OvaCheck 1 Test “OvaCheck 1 Test” refers to the norass spectrometry based assay(s) for ov
cancer developed by Correlogic as embodied in @wie patent family CORR19 developed prior to the Petit
Date.

OvaCheck 2 Test “OvaCheck 2 Test” refers to the norass spectrometry based assay(s) for ov
cancer developed by Correlogic as embodied in Gmie patents CORR-025/01 and CORR5/02 developed on
after the Petition Date.

2. LicenseésRights . Pursuant to 11 U.S.C. 8365(n), QDI and LabCorpllskach retain a separ:
irrevocable, perpetual, non-transferrable (excaptannection with the sale of the Licensee’s bissheroyaltyfree
fully paid up (for total combined consideration$¥#5,000.00) nonexclusive license (without the righsublicense) -
use and otherwise exploit the Licensed Technolaggny manner and for any purpose in the Field enUhited State
and Canada (“Licensees’ RightsWithout limiting or expanding the foregoing and filustrative purposes on|
LabCorp and QDI shall have the right to (i) uselti@nsed Technology to develop, import, make, haaee, perforn
market, offer for sale, sell or otherwise commédingaproducts or services of any nature in the cigii) disclose
display, distribute, publish or otherwise provide tLicensed Technology to Affiliates or third pestiperformin
services on behalf of a
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Licensee solely for use within the Field in the tddi States and Canada; and (iii) copy, modify, eme@te derivativ
works and improvements to the Licensed Technolaggls for purposes of developing, manufacturing,rketing
and/or selling products and providing services wvitfhe Field in the United States and Canada. kopgses of th
Section 2, all references to QDI and LabCorp sbhaltleemed to also include their respective AfékatExcept for tr
Licensees’'Rights provided above in this Section 2, the QDtense and the LabCorp License shall be de
terminated and none of its provisions shall surgweh termination.

3. LicenseesContingent Rights Correlogic and its successors and assigns aebyerdered to assi
jointly to Licensees any patents or patent appbost that are included in the Licensed Technolagythe ever
Correlogic or its successors or assigns deternarebindon the prosecution or maintenance of sda&hfsaor patel
applications, provided that Correlogic or its suesme or assignee will retain for itself and itslaffes a nonexclusive
transferable, irrevocable, fully-paid up, royaftge license (with the right to sublicense) to makave made, use, s
offer for sale, or import any product and to pericany process covered by the assigned patent.

4. Correlogic Deliverableswithin 10 days of the date of this Order, Corgatoshall turn over to License
all of the manifestations of the Licensed Techngjagcluding (1) all patents and patent applicagion the Unite
States and Canada related to the Mass Spec Teshaheck 1 Test existing immediately before thatiBe Date
(2) all standard operating procedures, (3) all ggations, including performance criteria, (4) atudy data, includir
copies of raw data and data behind all of the ptdiéincluding any patient data which was used uppsrt an
regulatory submissions, but excluding any pati@fbrmation which cannot be provided to LabCorp dIQnde
applicable law), (5) all regulatory submissions, d8ist of vendors and reagents supplied by vendjrthe identity ¢
vendors where Correlogic sources antibodies, (8Fafrelogic Tools, and (9) copies or originalsadf description:s
embodiments, reports, data, calculations, softwane, all information Correlogic developed with rejgo all SOP:
protocols, markers, marker related sequence infibomaantibodies and algorithms identified by Caogec in
connection with its
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ovarian cancer research (“Correlogic Deliverable€9rrelogic shall cooperate in good faith with Liseas to deliv
the Correlogic Deliverables at the sole expensthefLicensees. For the avoidance of doubt, CorielDgliverable
include only those deliverables related to the Magec Test and the OvaCheck 1 Test and do notdeduay clinice
and diagnostic samples (including secreta, blassiu¢ and tissue fluids) or patient informationc@pt for data that w
used to support any regulatory submissions).

5. Disclaimer The rights of QDI and LabCorp in or to LicenseRgjhts pursuant to this Order are limite:
Correlogics intellectual property related to the Mass Spest @ad the OvaCheck 1 Test that existed befor®étigior
Date and any improvements thereon made by QDI b€bgp at any time. The Licensed Technology expyesstiude
intellectual property rights in (a) the OvaCheckexst (including any biomarker used with the Ova&h2d est whic
was not used with the Mass Spec Test or the OvdChe€est), or (b) any other intellectual propertghts ir
Technology and Source Code (as those terms aneedeifn the Correlogic Licenses), inventions, bidtees, produci
or assays, to the extent any of these intellegxaderty rights were conceived, developed, redticgutactice or creat
by or for Correlogic or any successor or assigrigeoorelogic on or after the Petition Date. Licees@cknowledge tr
Licensees have no rights in any intellectual prgpeeveloped by Correlogic on or after the Petitidate or an
improvement, enhancement, derivative work, modiiirg variation, new version, new release, upgraael, update
or of any Correlogic intellectual property (“Impmwent”) to the extent the Improvement is developed by @
Correlogic or its assignee or successor on or #itePetition Date. For the avoidance of doubg ¢hséclaimer does r
limit the Licensees’ Rights as set forth in Sectowof this Order. It clarifies the line drawn betmeprepetitior
intellectual property and improvements being li@ht Licensees and pgstition intellectual property created by
on behalf of Correlogic that is not being licensed.icensees. Licensees shall remain authorizedgséoand impro\
Licensees'Rights irrespective of the present or future rigbt<Correlogic or its successors or assigns, pexvitha
Licensees have no licenses or rights to any patettier than those expressly licensed hereundemgdver controlle
by Correlogic or its assignee or successor to xkené
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any improvement created by or for any Licenseeriglés any such patents. There are no implied lesgsanted und
this Agreement.

6. This Order shall bind and inure to the dfgnof each party to this Adversary Proceeding dhel
successors and assigns and shall constitute a Ihmefease for all matters between (i) Correlogia &DI, ant
(i) Correlogic and LabCorp. For purposes of cladfion, this does not release (a) any claims betweabCorp ar
QDlI, or (b) any claims based on a violation of ti#wens of this Order.

Copies to:

Plaintiff

Counsel for Plaintiff
Defendant

Counsel for Defendant

** END OF ORDER **
C-9



Exhibit 10.5:
*** Text Omitted and Filed Separate
Confidential Treatment Reques
Under 17 C.F.R. §8 200.80(b)(4) and 17 C.F.R. 24b-

SETTLEMENT AGREEMENT AND RELEASE

This Settlement Agreement and Release (“Agreeméné&ntered into by and among Vermillion, Inc. f
Ciphergen Biosystems, Inc. (referred to hereinGgifnant”),on the one hand, and [***], on the other. (Claimant
[***] are collectively referred to herein as thedRies,” and separately as “Party,” when approerat

WHEREAS, a dispute has arisen between Claimant [&1dl arising out of and relating to certa
investments made by Claimant;

WHEREAS, [***] denies any and all liability to Claiant; and
WHEREAS, the Patrties desire to finally and compyjesettle and resolve all disputes between them.

NOW, THEREFORE, in consideration of the mutual pisasa set forth herein, the Parties hereby agr
follows:

1. Release. The Parties hereby release and forever dischangeanother, their present and for
parents, affiliates, subsidiaries, predecessors;essors, and related entities, its present amdet
officers, directors, shareholders, employees (oholy but not limited to [***]'s former employe
[***]), partners, attorneys, affiliates, represeiitas, spouses, trustees, and agents, and eaalch
persons’heirs, successors, assigns, executors, administyaiod beneficiaries, of and from any
all claims (including claims for costs and attorsigges), damages, demands, suits, debts, acti
causes of action of any kind, whether known or wwkm suspected or unsuspected, that the P:
or any of them, ever had or may now or hereaftem,dvold, have or claim to have by reason of
matter, cause or thing whatsoever from the beggqmhthe world to the day of the date of
Agreement,ncluding but not limited toany and all investments Claimant made at or throagy
employee or agent of [***], including but not lined to investments in [***], and any claims wh
are or could have been asserted by Claimant irf*tearbitration matter entitledvVermillion, Inc
f/lk/a Ciphergen Biosystems, Inc[***], and identified as [***], (collectively, the*Claim”).

2. Section 1542 Waiver. The Parties hereby expressly waives any andiglits that they may ha
under the provisions of California Civil Code seatil542, which reads as follow

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT
TO EXIST IN HIS OR HER FAVOR AT THE TIME OF
EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM
OR HER MUST HAVE MATERIALLY AFFECTED HIS OR
HER SETTLEMENT WITH THE DEBTOR.
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Exhibit 10.5:
*** Text Omitted and Filed Separate
Confidential Treatment Reques

Under 17 C.F.R. §§ 200.80(b)(4) and 17 C.F.R. 24b-

The Parties further declare that they know and rstded the full nature, extent, and import of s®
1542 of the California Civil Code and of this eatikgreement, and if the Parties have any ques
they have asked their respective attorneys to angwen and have received such answers to €
them to knowingly waive the protections affordeddegtion 1542 of the California Civil Code.

Unknown Claims . It is possible that other injuries or damages mm&# known to the Parties w
develop or be discovered, and this Agreement isesgty intended to cover and include all ¢
injuries or damages, including all rights of actretating theretc

Dismissal of Arbitration . Within ten (10) days of the total payment due amthis Agreement t
[***], Claimant shall dismiss [***] in its entirety with prejudice

Payment by [***] . For and in consideration of each of the termsfaeh herein, [***] shall pa
Claimant the total sum of $1,000,000 payable in t&pinstallments as follows: $535,000 or
before March 1, 2012 and $465,000 on or beforeebaper 1, 2012. Such payments shall be ma
wire transfer to the “Ackerman, Link & Sartory, R.Arust Account f/b/o Vermillion, Inc.,”téx
identification number €-0668726) as follows

FirstCity Bank of Commerc
11011 US Highway #
North Palm Beach, FL 334(
(561-63(-5595)

Account Name Ackerman, Link & Sartory, P.A
222 Lakeview Avenu
Suite 125(C
West Palm Beach, FL 334(
Account Number 20000033¢
Bank: FirstCity Bank of Commerc

Bank ABA Number: 0670163¢€

Assignment of Claims Based on Released Matte. Claimant hereby transfers and assigns to |
any and all claims, demands, and causes of acti@miseever that Claimant has or may have ac
any individual or entity arising out of or relatemthe Claim. [***] may in its own name and for
own benefit prosecute, collect, settle, compronaisd grant releases on said claims, demand:
causes of action as it in its sole discretion deadvssable

Attorneys’ Fees and Cost. Each Party shall bear its own expenses, includmgcosts or attorneys’
fees, incurred in connection with the Claim. Clane responsible for any tax liability that may
created as a result of this Agreema
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11.

12.

13.

14.

15.

Exhibit 10.5:
*** Text Omitted and Filed Separate
Confidential Treatment Reques

Under 17 C.F.R. §§ 200.80(b)(4) and 17 C.F.R. 24b-

Applicable Law . This Agreement shall be construed, interpreteavegied, and enforced
accordance with the laws of the State of Califar

Entire Agreement . This Agreement constitutes a binding and enfdrigeagreement of settlem
among the Parties, and the Parties acknowledge ttigae are no other warranties, prom
assurances or representations of any kind, expressaplied, upon which the Parties have relie
entering into this Agreement, unless expressly@#t herein. This Agreement shall not be modi
except by written agreement signed by all Parbebis Agreemen

Parties Affected . This Agreement shall be binding upon and inuregh® benefit of the officer
directors, shareholders, employees, partners,nafjer affiliates, representatives, spouses, trsl
heirs, successors, and assigns of the Pa

Warranty . Each Party warrants (a) that the person execuhisgAgreement on its behalf has
authority to do so; and (b) that the matters beeglgased pursuant to this Agreement have not
assigned or otherwise transferred to any otheiopess entity.

Acknowledgment of Terms. The Parties have read and understand the terthssohgreement, ha
consulted with their respective counsel, and undeds and acknowledge the significance
consequence of each such te

Representation by Counse. The Parties agree that they are entering insoAgreement after havi
received full advice from counsel of their chooswgh respect to this Agreement and all o
matters related theret

Execution of Documents. This Agreement may be executed in counterpdrtd, is, all signatur
need not appear on the same copy. All such exeadpigs shall together constitute the com)
Agreement. Facsimile signatures shall for all pggmohave the same effect as original signat

Confidentiality . The Parties agree that, other than acknowledgimgsponse to any inquiry the f
that the Claim has been settled, Claimant shalldmtlose or discuss, or cause or permit hi
counsel or anyone in privity with counsel to disgdor discuss, directly or indirectly, to any per,
entity or representative thereof, who is not ayPartan employee or agent of a Party to the Clainy
of the terms of the settlement of the Claim, angutoents received in connection with the C|
and/or the facts regarding the underlying contreresrand disputes; provided, however, that no
contained herein shall preclude Claimant from:odmplying with disclosure and reporting le
applicable to public companies, (2) complying vathy lawful subpoena or court order, (3) compl
with any request for information or documents frany securities industry regulator or sedfyulaton
organization, (4) responding to any inquiry by oopding testimony to the United States Secut
and Exchange Commission, any selfjulatory organization or any federal or stateulsmry
authority, or (5) from making disclosure of the tfaand amount of this settlement to lawy
accountants, ta
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Exhibit 10.5:
*** Text Omitted and Filed Separate
Confidential Treatment Reques
Under 17 C.F.R. 88 200.80(b)(4) and 17 C.F.R. 24b-

advisors, board members, shareholders, or duriyg28i2 quarterly earnings call as Claimant’
counsel determines is reasonably necessary to gowith applicable securities laws, rules

regulations

IN WITNESS WHEREOF, the Parties have executed Algieement to be effective as of the date of thedamgatur

herein.

Dated:February 7, 201

Dated:2/9/2012

APPROVED AS TO FORM AND CONTENT
Dated:2-7-2012

Dated:2.9.2012

/s/ Gail S. Pag

VERMILLION, INC. f/k/a CIPHERGEN
BIOSYSTEMS, INC.

By: Gail S. Pagt
Its: CEO

[/S/*** ]
By: [*].
Its: [ ***]_

/sl Wendy S. Link fo

SCOTT J. LINK

ACKERMAN, LINK & SARTORY, P.A.
Attorneys for Claiman

VERMILLION, INC. f/k/a CIPHERGEN
BIOSYSTEMS, INC.

[ Is] ***]
[***]

[***]

[***]
[***]

[***]
[***]



Exhibit 21.0

Vermillion, Inc. Subsidiaries
December 31, 2011

Subsidiary State/Country of Incorporation/Formation
lllumeSys Pacific, Inc. California

Ciphergen Technologies, In California

Ciphergen Biosystems K Japar

Ciphergen Biosystems International, | Delaware

Ciphergen (Beijing) Biosystems Co., L China

Ciphergen Biosystems International, Inc. Subsidiaes
December 31, 2011

Subsidiary State/Country of Incorporation/Formation
Ciphergen Biosystems GmbH Germany
Ciphergen Biosystems EUF France




Exhibit 23.1

Consent of Independent Registered Public Accountingirm

We hereby consent to the incorporation by referémtlee Registration Statement on Form S-8 (No-B888204) of Vermillion, Inc. of our
report dated March 26, 2012 relating to the codstdid financial statements, which appears in this\FLO-K.

/sl PricewaterhouseCoopers LLP
Austin, Texas

March 26, 2012



Exhibit 31.1

Certification of the Chief Executive Officer Pursuant to Section 302 of
the Sarbanes-Oxley Act Of 2002

I, Gail S. Page, certify that:

1. I have reviewed this annual report on Forn-K of Vermillion, Inc.;
2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or améttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statemeamts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep
4. The registrant’s other certifying officer(s) alngre responsible for establishing and maintaimisglosure controls and procedures [as
defined in Exchange Act Rules 13a-15(e) and 15&)]3d internal control over financial reportirgg [defined in Exchange Act Rules
13&15(f) and 15-15(f)] for the registrant and hav
(@) Designed such disclosure controls and proceduregused such disclosure controls and proceduties tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over financial réjpgr or caused such internal control over finah@gaorting to be designed unc
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttsi report our conclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

(d) Disclosed in this report any change in the regid’s internal control over financial reporting thatomed during the registre's
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@yspersons performing the equivalent
functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: March 26, 201 /s] Gail S. Pag

Gail S. Page
President and Chief Executive Offic



Exhibit 31.2

Certification of the Chief Accounting Officer Pursuant to Section 302 of
the Sarbanes-Oxley Act Of 2002

[, Eric J. Schoen, certify that:

1. I have reviewed this annual report on Forn-K of Vermillion, Inc.;
2. Based on my knowledge, this report does notaiomny untrue statement of a material fact or améttate a material fact necessary to
make the statements made, in light of the circunt&ts under which such statements were made, nk#adisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statemeamts,other financial information included in théport, fairly present in all material
respects the financial condition, results of operat and cash flows of the registrant as of, andtfe periods presented in this rep
4. The registrant’s other certifying officer(s) alngre responsible for establishing and maintaimisglosure controls and procedures [as
defined in Exchange Act Rules 13a-15(e) and 15&)]3d internal control over financial reportirgg [defined in Exchange Act Rules
13&15(f) and 15-15(f)] for the registrant and hav
(@) Designed such disclosure controls and proceduregused such disclosure controls and proceduties tiesigned under o
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over financial réjpgr or caused such internal control over finah@gaorting to be designed unc
our supervision, to provide reasonable assurargadang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenttsi report our conclusions about
the effectiveness of the disclosure controls andgulures, as of the end of the period coveredibyéport based on such
evaluation; ant

(d) Disclosed in this report any change in the regid’s internal control over financial reporting thatomed during the registre's
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repo#) tias materially affected, or is
reasonably likely to materially affect, the regast’ s internal control over financial reporting; e

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@yspersons performing the equivalent
functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmhcial information; ant

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: March 26, 201 /sl Eric J. Schoe

Eric J. Schoen
Chief Accounting Office



Exhibit 32.0

Certification of the Chief Executive Officer and Chef Accounting Officer
Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban€xxley Act of 2002
with Respect to the Annual Report on Form 10-K
for the Year Ended December 31, 2011

Pursuant to Section 906 of the SarbaBatey Act of 2002 (subsections (a) and (b) of secti350, Chapter 63 of Title 18, United States (¢
each of the undersigned officers of Vermillion,.lrec Delaware corporation (the “Company”), doeshgrcertify, to the best of such officer’s
knowledge, that:

1. The Company’s annual report on Form 10-K forytear ended December 31, 2011, (the “Form 10-Kity ftomplies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934, as amended “Exchange A(’); and

2. Information contained in the Form -K fairly presents, in all material respects, theficial condition and results of operations of

Company.
Date: March 26, 201 /s/ Gail S. Pag
Gail S. Page
President and Chief Executive Officer (PrincipakEutive Officer
Date: March 26, 2012 /s/ Eric J. Schoe

Eric J. Schoel
Chief Accounting Office

The certification set forth above is being furn@laes an Exhibit solely pursuant to Section 90&ef$arbanes-Oxley Act of 2002 and is not
being filed as part of the Form-K or as a separate disclosure document of the Coynpathe certifying officers



