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PART |
FORWARD-LOOKING STATEMENTS

Vermillion, Inc. (“Vermillion”) and its subsidiarg(collectively, the “Company”) has made statemé@niart | Item 1, “Business”; Part ||
Item 7, “Management’s Discussion and Analysis ofdricial Condition and Results of Operations”; atitkpnsections of this Annual Report on
Form 10-K that are deemed forwdmbking statements for purposes of the safe hgvlbmrisions under the Private Securities Litigatieform
Act of 1995. We claim the protection of such sadebor, and disclaim any intent or obligation to agdany forward-looking statement. You
can identify these statements by forward-lookingdgasuch as “may,” “expect,” “intend,” “anticipatébelieve,” “estimate,” “plan,” “could,”
“should” and “continue” or similar words. Theseu@rd-looking statements may also use differentggsaWe have based these forward-
looking statements on management’s (*we,” “us” our") current expectations and projections aboturievents. Examples of language
found in forward-looking statements include thddaing:

* 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 inakihive compete

e existing and future collaborations and partnerst

« the utility of biomarker discoverie

« our belief that particular biomarker discoveriesyrhave diagnostic and/or therapeutic util

« achieving milestones in product development, futeglatory or scientific submissions and preséat

e our plans to develop and commercialize diagnosststthrough our strategic alliance with Quest Baesgics, Incorporated (“Quest
Diagnostic”) or elsewhere

» our ability to expand and protect our intellectpadperty portfolio;

e anticipated future losse

» expected levels of expenditur:

» expected market adoption of our diagnostic testduding OVA1,;

» results of clinical trials, po-market studies required by FDA, and publication®OMA1;

» our ability to obtain reimbursement from tr-party payers for our diagnostic tests, includingAQy

» recognition of revenue under our agreement withsDDéagnostics

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

. ei<pected reimbursement for our products from thady payers such as private insurance compangg@rernment insurance
plans.

Such statements are subject to significant risklsuartertainties, 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 ohdistic products; our ability to manage our opetpgrpenses and cash resources
consistently with our plans; our ability to secadequate funds on acceptable terms to executeusindss plan; our ability to develop and
commercialize diagnostic products using both oterimal and external research and development ressiuour ability to obtain market
acceptance of OVAL or future diagnostic productsiuding the risk that our products
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will not be competitive with products offered byhet companies, or that users will not be entittetkteive adequate reimbursement for our
products from third party payers such as privaseiiance companies and government insurance planapdity to successfully license or
otherwise successfully partner with third part@soemmercialize our products; our ability to obtairy regulatory approval for our future
diagnostic products; our success in achieving dgreént milestones, achieving desired results maal trials or FDA-mandated studies; and
our ability to protect and promote our proprietl@ghnologies. We believe it is important to comneaté our expectations to our investors.
However, there may be events in the future thahmeenot able to accurately predict or that we ddfulty control that could cause actual
results to differ materially from those expressedhplied in our forward-looking statements.
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ITEM 1. BUSINESS
Company Overview
Corporate Vision:

To become a recognized leader in the advancemewdmien’s health by providing innovative methodslédect, monitor and manage the
treatment of gynecologic cancers and other reldiseases

Corporate Mission:

We will develop and commercialize high-value muafiarker diagnostic tests which address unmet neeglgniecologic oncology and women'’s
health.

We will accomplish our mission through internal dipment, targeted acquisitions, and collaboratiitts leading scientific and clinical
institutions.

Our commercial efforts will include direct markegiand sales activities as well as partnerships wé@tling companies in women’s health.
Mission Statement:

We are dedicated to the discovery, developmentanimercialization of novel high-value diagnostistsethat help physicians diagnose,
treat and improve outcomes for patients. Our @stsntended to detect, diagnose and stage disssadéo help guide decisions regarding
patient prognosis and treatment. These may indadésions to refer patients to specialists, togrerfadditional testing, or to assist in the
selection or monitoring of therapy and disease m@egjon. A distinctive feature of our approachoisambine multiple biomarkers into a sing
reportable index score that has higher diagnofféct/eness than its constituents. We concentratedevelopment of novel diagnostic tests in
the fields of gynecologic oncology and women'’s tieakith the initial focus on ovarian cancer. Weaintend to address clinical unmet needs
related to early disease detection, treatment respanonitoring of disease progression, prognegisoghers through collaborations with
leading academic and clinical research institutions

Our lead product, OVA1, an ovarian cancer blootwes cleared by the United States Food and DrugiAidtration (“FDA”) on
September 11, 2009. OVAL1 addresses a clear uninggatineed, namely the pre-surgical identificatadrwomen who are at high risk of
having a malignant ovarian tumor. Numerous stubdése documented the benefit of referral of thesmamto gynecologic oncologists for
their initial surgery. Prior to the clearance of ®\ no blood test had been cleared by the FDA kyssrians to use in the pre-surgical
management of ovarian adnexal masses. OVAL is lgajive serum test that utilizes five well-establed biomarkers and proprietary FDA-
cleared software to determine the likelihood ofigrancy in women over age 18, with a pelvic masssaom surgery is planned. OVAl was
developed through large clinical studies in collation with numerous academic medical centers epessing over 2,500 clinical samples.
OVAL1 was fully validated in a prospective multi-¢enclinical trial encompassing 27 sites reflecidf¢he diverse nature of the clinical centers
at which ovarian adnexal masses are evaluatedreBugéts of the clinical trial demonstrated thaaiolinical cohort of 516 patients, OVAL, in
conjunction with clinical evaluation, was able dentify 95.7% (154/161) of the malignant ovariaméus overall, and to rule out malignancy
with a negative predictive value (“NPV”) of 94.6%23/130). At the 2010 International Gynecologic @arSociety Meeting, data were
presented demonstrating the high sensitivity of Q\fér epithelial ovarian cancers; OVAL1 detected8=pithelial ovarian cancer cases for a
sensitivity of 99.0%, including 40/41 stage | atae Il epithelial ovarian cancers, for an ovesalisitivity of 97.6% for early stage epithelial
ovarian cancers, as compared to 65.9% for CA12tgubie American College of Obstetricians and Gytoggsts (“ACOG”) cutoffs. The
improvement in sensitivity was even greater amamgngnopausal women; for OVAL, sensitivity for eatgge epithelial ovarian cancer was
92.9% and for CA125, sensitivity was 35.7%. Over@W Al detected 76% of malignancies missed by CAI#8uding all advanced stage
malignancies. OVAL1 is not indicated for use asraesting or stand-alone diagnostic assay.
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In 2012, we completed a second pivotal clinicatlgtaf OVAL, called the “OVA500 study” and led by .DRobert E. Bristow, Director of
Gynecologic Oncology Services with UC Irvine Headtle. The study evaluated OVAL performance in alfadion of 494 patients who
underwent surgery for an adnexal mass after eneoltrhy a non-gynecologic oncologist, the intendsg population for routine OVAL testing.
In the new study, of the 27 sites used in eachystaly 10 were common to both. Collectively, thatstudies evaluated 1,110 eligible subj
at a total of 44 sites. Despite the differenceapylation between the two studies, and the largeb®u of differing sites, the sensitivity of
OVAL added to clinical impression (also called OVédal assessment) was identical, at 95.7% (88182ddition, overall NPV of OVAL dui
assessment was 98.1% (204/208), higher than tB&®MPV found in the earlier validation study. Ireprenopausal surgery patients, OVA1l
dual assessment sensitivity was 93.5% (29/31), NBY 98.6% (145/147) and specificity was 58.9% (246) when combined with clinical
assessment. OVA1 also showed strong performandet@cting early stage malignancies. OVAL correstitgitified 91.4% (32/35) of early
stage cancers and 89.3% (25/28) of stage | caasdigyh risk, respectively. In comparison, CA125dhsitivity was 65.7% (23/35) for early
stage and 64.3% (18/28) for stage | malignanciesral, the results strongly and independently cordd the clinical performance of OVA1l
presurgical triage of adnexal mass patients, inetugremenopausal and early stage cancers.

The OVA500 study was recently published in the pegrewed journaGynecologic Oncologywhich enjoys the highest impact factor
rating of any journal worldwide focused on gynegatooncology. The results have also been incorpdraito an updated Medical Education
presentation, as well as our Marketing and Reinguest collateral. Since many professional mediseiksies stress the importance of
multiple independent clinical trials as so-calleditience levels'we also believe that OVA500 contributes to a highadence level relative 1
OVAL's utility in the medical management of adnexasses.

In addition to OVAL, we have development programsther clinical aspects of ovarian cancer as aglh peripheral arterial disease. In
the field of peripheral arterial disease, we halentified candidate biomarkers that may help tatifie individuals at high risk for a decreased
ankle-brachial index score, which is indicativetud likely presence of peripheral arterial dise&ge.have completed an intended-use study,
published in the December 2012 editiorVaiscular Medicine to develop and validate a multi-marker algorittumthe assessment of
individuals at risk for peripheral arterial diseashis algorithm will be specifically directed apamary care population in which the peripheral
arterial disease blood test is expected to be W§@H.our recent decision to focus on gynecologicalogy and related diseases, we now pli
seek a Development/Commercial Partner for this gaiogwvho will work with us to complete the produetvdlopment, conduct the required
clinical validation studies, and eventually comnieize this product on a global basis. In anotlreigpam, we have also initiated pilot
experiments intended to identify markers with hijjhical specificity that may complement OVAL. Tkesxperiments are early stage and may
take different directions depending on the results.have yet to select one or more intended usésestablish a regulatory pathway for this
potential next generation OVA product.

Current and former academic and research institsiibat we have or have had collaborations witlhudeethe Johns Hopkins University
School of Medicine (“*JHU"); the University of Texa$.D. Anderson Cancer Center (“M.D. Anderson”); \arisity College London (“UCL");
the University of Texas Medical Branch (“UTMB");dlKatholieke Universiteit Leuven; Clinic of Gyneogy and Clinic of Oncology,
Rigshospitalet, Copenhagen University Hospital $Riospitalet”); the Ohio State University Resedfotindation (“OSU”); Stanford
University (“Stanford”); and the University of Karaky (“UK”).



Table of Contents

We have a strategic alliance agreement (the “Sfi@slliance Agreement”) with Quest Diagnosticsdevelop and commercialize up to
three diagnostic tests from our product pipelite (tStrategic Alliance”). Quest Diagnostics haséhelusive right to commercialize OVAL in
the clinical laboratory market until September 204&#h an option to extend such exclusive perioddrsole discretion for one additional year.
Prior to the expiration of the strategic allianoedctober 2012, Quest Diagnostics selected twondistic tests to commercialize, a peripheral
arterial disease blood test and OVAL1.

We were originally incorporated in California ond2enber 9, 1993, under the name Abiotic Systemldrch 1995, we changed our
corporate name to Ciphergen Biosystems, Inc. amiaip 2000, we reincorporated in Delaware. We hadtial public offering in Septemb
2000. On November 13, 2006, we sold assets anititlegof our protein research tools and collaltieeservices business (the “Instrument
Business Sale”), to Bio-Rad Laboratories, Inc. ¢8ad”), in order to concentrate our resourcesewehbping clinical protein biomarker
diagnostic products and services. On August 217 2@@ changed our corporate name to Vermillion, @e March 30, 2009, we filed a
voluntary petition for relief under Chapter 11 ofl§ 11 of the United States Code (the “Bankrupgfimde”) in the United States Bankruptcy
Court for the District of Delaware (the “Bankrupt©purt”). Subsequently, on January 22, 2010, theicoation order issued by the
Bankruptcy Court approving our Second Amended BfdReorganization under Chapter 11 dated Janua@9B) became final and all
conditions precedent to January 22, 2010 werefigatior waived. Accordingly, we emerged from bankay protection under Chapter 11 on
January 22, 2010. Our Bankruptcy case was forntétlyed on January 19, 2012.

OVAL was launched on March 9, 2010 by Quest Diaticwsinder the terms of the Strategic Alliance Agnent. On March 11, 2010, 1
Medicare contractor Highmark Medicare Services anced that it would cover OVAL in its reimbursemprdgram. On September 20, 2010,
we announced that OVA1 was CE marked, a requirefoemarketing the test in the European Union. O\les satisfied all certification
requirements to complete its declaration of conftym

In November 2011, we entered into an asset purcdmgeement with Correlogic Systems, Inc. (“Corrat)g pursuant to which we paid
to Correlogic $435,000 and purchased from Correlsgbstantially all of its assets, including cer@ddcuments, diagnostic samples and
intellectual property owned by Correlogic in conti@e with Correlogic’s ovarian cancer diagnosticsiness, including a diagnostic test undel
the name “OvaCheck2™" for the detection of ovagancer (the “Acquisition”). Correlogic was in Chapil proceedings in the United State:
Bankruptcy Court for the District of Maryland (th@ourt”) at the time the asset purchase agreemastamtered into and the Acquisition was
subject to Court approval. Court approval was rembiand the Acquisition completed in December 20%é.plan to use the Correlogic assets
purchased from the Acquisition to advance the gofatsir ovarian cancer franchise, including theedepment of the next generation OVA
product.

The Diagnostic Market

The economics of healthcare demand improved altotaf resources which can be derived through disgaevention, early detection
disease leading to early intervention, and diagadsbls that can triage patients to more approgtiaerapy and intervention. According to the
May 2009 In Vitro Diagnostics Market Analysis 202024 report, the worldwide market for in vitro diegtics (“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 arilyin the areas of oncology and women’s hedmographic trends suggest that, as the
population ages, the burden from these diseasésaiéase and the demand for quality diagnostisgpostic and predictive tests will incree
In addition, these areas generally lack qualitgdastic tests and, therefore, we believe patiettomnes can be significantly improved by the
development of novel diagnostic tests.

Our focus on translational biomarkers enables wsltivess the market for novel diagnostic testssinatiltaneously measure multiple
biomarkers. A biomarker is a biomolecule or variiaimolecule that is present
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at measurably greater or lesser concentrationglisemse state versus a normal condition. Convaaltjrotein tests measure a single protein
biomarker whereas most diseases are complex. Vievbehat efforts to diagnose cancer and other ¢texrgiseases have failed in large part
because the disease is heterogeneous at the gausaél (i.e., most diseases can be traced tapfeuftotential etiologies) and at the human
response level (i.e., each individual afflictedwét given disease can respond to that ailmenspeaific manner).

Consequently, measuring a single biomarker whertipheibiomarkers may be altered in a complex diséssinlikely to provide
meaningful information about the disease state balieve that our approach of monitoring and contigimnultiple protein biomarkers using a
variety of analytical techniques will allow us teeate diagnostic tests with sufficient sensitidtyd specificity about the disease state to aid th
physician considering treatment options for patemth complex diseases. Such assays are commefelyad to as IVDMIA (In Vitro
Diagnostic Multivariate Index Assays), and ofteilizé advanced algorithms based on logistic regoesattern recognition and the like.
Often, IVDMIA algorithms are non-intuitive, and tledéore require rigorous clinical validation andagrmodeling. Vermillion and its
collaborators are expert in these areas, and inabe of OVA1L, presented both the clinical valiolatand error modeling in order to gain 51(
clearance of OVA1, as an IVD software device.

Ovarian Cancer

Background.Commonly known as the “silent killer,” ovarian candeads to approximately 15,000 deaths each peheiUnited States.
The American Cancer Society (ACS) estimates that 82,000 new ovarian cancer cases will be diaghivzs2013, with the majority of the
patients in the late stages of the disease in wthieltancer has spread beyond the ovary. Unforlynatvarian cancer patients in the late st
of the disease have a poor prognosis, which leatlethigh mortality rates. According to the ACS$iem ovarian cancer is diagnosed at its
earliest stage, the patient has a 5-year survatalaf 93%. Ovarian cancer patients have up tda @fre rate following surgery and/or
chemotherapy if detected in stage 1. However, &8 of ovarian cancer patients are diagnosed bé#fereumor has spread outside the ovary
For ovarian cancer patients diagnosed in the laiges of the disease, the 5-year survival rate falhs low as 18%.

While the diagnosis of ovarian cancer in its eatliages greatly increases the likelihood of sahfrom the disease, another factor that
predicts survival from ovarian cancer is the sdemgd training of the surgeon who operates on traian cancer patient. Numerous studies
have demonstrated that treatment of malignant amdtimors by specialists such as gynecologic ogestbor at specialist medical centers
improves outcomes for women with these tumors. iBlddl guidelines from the Society of Gynecologic@agists (the “SGO”) and the
ACOG recommend referral of women with malignantraatumors to specialists. Unfortunately, todaylyabout one third of women with
these types of tumors are operated on by spesialispart because of inadequate tests and proegthat can identify such malignancies with
high sensitivity. Accordingly, an unmet clinicaletkis a diagnostic test that can provide adequattigtive 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,gnatfit tumors are less so. Screening studies hdieated that the prevalence of
adnexal masses in postmenopausal women can bghaadb percent. Adnexal masses are thought tedreraore common in premenopausal
women, but there are more non-persistent, physolmgarian masses in this demographic. In the Rtedtung Colorectal and Ovarian Cancer
study, 28,519 post-menopausal women were screeneydirian malignancy and 4.7% received an abnouftr@lsound. Using the US census
of 53 million women over the age of 50, this suggdisere are more than 2.4 million adnexal mags#ss segment alone. Although many of
these do not present to the physician or are nateraing enough to warrant surgery, those thatdaire evaluation for the likelihood for
malignancy could potentially benefit from the use€OwA1.

The ACOG and the SGO have issued guidelines toptelpicians evaluate adnexal masses for malignanmse guidelines take into
account menopausal status, CA125 levels, and pdlyesicl imaging findings.
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However, these guidelines have notable shortcontirgause of their reliance on tools with certaimkmesses. Most notably, the CA125 bl
test, which is cleared by the FDA only for monitayifor recurrence of ovarian cancer, is negativepno 50% of early stage ovarian cancer
cases. Moreover, CA125 can be elevated in numeanditions and diseases other than ovarian caimoduding benign ovarian masses and
endometriosis. These shortcomings limit the CA1@®d test’s utility in distinguishing benign fromalignant ovarian tumors or for use in
detection of early stage ovarian cancer. Transwgitrasound is another diagnostic modality usét patients with ovarian masses. Attempts
at defining specific morphological criteria thahcad in a benign versus malignant diagnosis hestéd the morphology index and the risk of
malignancy index, with reports of 40-70% predictisdue. However, ultrasound interpretation can dégable and dependent on the experienc
of the operator. Accordingly, the ACOG and SGO gliites perform only modestly in identifying eartage ovarian cancer and malignancy ir
pre-menopausal women. Efforts to improve deteatforancer by lowering the cutoff for CA125 (the “Biied ACOG/SGO Guidelines”)
provide only a modest benefit, since CA125 is abseabout 20% of epithelial ovarian cancer casebia poorly detected in early stage
ovarian cancer.

Clinical Development To address this documented unmet clinical neednitiated an ovarian cancer biomarker discoverygpam. In
August 2004, we, along with collaborators at JHICLLAnd M.D. Anderson, reported inCancer Researcpaper the discovery of three
biomarkers that, when combined with CA125, provitiggher diagnostic accuracy for early stage ovacemcer than other biomarkers,
including CA125 alone. The three biomarkers thatregorted in the August 20@lancer Researcpaper formed the basis of an expanded
panel of biomarkers that together have demonstrakdtratification value in a series of studieegdlving over 2,500 clinical samples from
more than five clinical sites. Data presented atlitme 2006 Annual Meeting of the American Soaétlinical Oncology demonstrated the
portability of this biomarker panel among differefihical groups, indicating its potential validicross various testing populations. Data
presented at the March 2007 Annual Meeting of B&%lescribed results from a cohort study. We wble @ demonstrate in 525
consecutively sampled women, a significant incréaske positive predictive value using its biomarkanel over the baseline level. This
translates into the potential to enrich the coneioin of ovarian cancer cases referred to the gglngic oncologist by more than twofold.

OVAL1® Ovarian Tumor Triage TestIn January, 2007, we commenced our multi-centespective clinical trial to demonstrate the
clinical performance and utility of OVAL, which wdsveloped based on the studies described aboeeclifiical study population came from
institutions with primary care physicians, gynegidts (“hon-GO”), and/or gynecologic oncologist&Q”). The clinical study subject
enrollment centers were representative of instingiwhere ovarian tumor subjects potentially undergynecologic examination. The
specimens were collected at 27 demographically dnsiees that included large and small medical esr{iiversities/community hospitals),
clinics that specialize in women'’s health, smalhggology/obstetrics groups, gynecology/oncologyticaes, and HMO groups. The
performance of OVAL was determined based on 51fialike subjects who underwent surgery to removecamiented ovarian tumor and for
whom a pathology result was available. Physiciaesevasked, based on the information they had, wihiadhded physical, radiologic, and
laboratory results, whether they believed the patiad cancer (“Clinical Assessment”). Physiciamsernot provided with OVAL score in
making this determination. After surgery, the spem was examined by a surgical pathologist peimewinical practice. The ability of
physicians to predict malignancy without OVA1 wasnpared to the ability of physicians or OVA1 (“Duedsessment”) to predict
malignancy. With Dual Assessment, which included/Qy80.0% of cancers missed by clinician impressitlame were detected. Dual
Assessment, which included OVA1, had greater sgitgiand negative predictive value than Clinicads®ssment alone and the metrics of
clinical performance were 91.7% and 93.2%, respelsti We obtained FDA clearance of OVAL on Septamilie 2009. OVAL is the first
FDA-cleared test to be used in the pre-surgicaluatien of ovarian adnexal masses.

Results from the clinical trial were presentedhat2010 Annual Meeting of the SGO. A presentatipiRbchel Ware Miller, M.D.,
Associate Professor of Gynecologic Oncology atthi&versity of Kentucky's Markey Cancer Center, derstoated that the ACOG/SGO
guidelines detected only 77% of ovarian malignaseied that the Modified ACOG/SGO Guidelines impubdetection to only 80%.
Moreover, detection of early
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stage ovarian cancer was only 47%. A second pratsemtby Fred Ueland, M.D., Associate Professaggihecologic Oncology, demonstrated
that among non-gynecologic oncologists, OVAL, injoaction with clinical impression, improved deiectof malignancy to 92% from 72%
using clinical impression alone among patientsuatald by non-gynecologic oncologists. Among thegepts, detection of stage | ovarian
cancer was 79%.

Additional results from the clinical trial were gented at the 2010 International Gynecologic CaSoerety (IGCS) meeting. This
presentation reported that OVA1 had overall sensitfor ovarian cancer of 92.5%, as compared t®®8for CA125 using cutoffs established
in the ACOG criteria for adnexal mass evaluatiod @n.0% for CA125 using cutoffs in the modified AGQ@riteria. Additionally, data were
presented demonstrating the high sensitivity of Q\fér epithelial ovarian cancers; OVAL1 detected8=pithelial ovarian cancer cases for a
sensitivity of 99.0%, including 40/41 stage | atae Il epithelial ovarian cancers, for an ovesalisitivity of 97.6% for early stage epithelial
ovarian cancers, as compared to 65.9% for CA12tgubie ACOG cutoffs. The improvement in sensitivitgs even greater among
premenopausal women; for OVAL, sensitivity for gatiage epithelial ovarian cancer was 92.9% an€fit25, sensitivity was 35.7%.
Overall, OVA1 detected 76% of malignancies missg€B 125, including all advanced stage malignand@®¢Al is not indicated for use as a
screening or stand-alone diagnostic assay.

In 2012, we completed a second pivotal clinicatigtaf OVAL, called the “OVA500 study” and led by .DRobert E. Bristow, Director of
Gynecologic Oncology Services with UC Irvine Headtle. The study evaluated OVAL diagnostic perfolrean a population of 494 evalua
patients who underwent surgery for an adnexal ratiss enroliment by a non-gynecologic oncologiskelthe earlier OVAL validation study,
this was a prospective, multi-center study of contieely enrolled, eligible subjects coordinatetbtigh 27 sites across the U.S.A. In the
OVAS5O00 study, adnexal surgery patients were onhpléed from non-gynecologic oncology caregivers.aAesult, the patient population in
this study more closely resembled the intendedpogelation for routine OVAL testing; women agedy#ars or older, with an adnexal mass
requiring surgery but not yet referred to gynecaamcologist, and in which the mass was determtoduk benign or malignant after
enrollment. Moreover, of the 27 sites used in estally, only 10 were common to both. So collectiyéie two studies evaluated 1,024 eligible
subjects at a total of 44 sites. Despite the diffee in population between the two studies, andatige number of differing sites, the sensitivity
of OVA1 added to clinical impression (also called&l dual assessment) was identical, at 95.7% (§8l@frestingly, the overall prevalence
of malignancy was lower in the OVA500 study thae 81.2% (161/516) previously found in the earli&AQ validation study. Cancer
prevalence in OVA500 was 18.6% overall (92/494) justl 11.2% (31/277) in premenopausal surgery peiehis difference may be
explained by the exclusion of subjects enrolledjiyecologic oncologist, a potentially malignancyielmed subset of all adnexal mass
surgeries. Even so, OVA1 sensitivity was 93.5%329in premenopausal subjects, with or withouticihassessment. NPV is another critical
element of OVAL performance in the context of &nefl or triage test. In OVA500, overall NPV of O¥YAlual assessment was 98.1%
(204/208), higher than the 94.6% NPV found in thdier validation study. In premenopausal subjestsgre functional ovarian cysts are more
common and gynecologists may elect to operate fnegeently, the NPV of OVAL with or without clinicassessment was 98.6%. In contrast
clinical assessment predicted just 73.9% of mahgies overall, and only 64.5% of premenopausalgnalicies. Together, the differential
sensitivity and high NPV of OVAL strongly confirm@devious findings, supporting the evidence ofichhutility in the presurgical triage of
patients undergoing adnexal mass surgery. Oneiaaiifinding related to medical necessity wasdhgection of early stage malignancies,
since stage | cancers are 90-95% curable if apjatepyr operated and treated. Of the 92 malignarini€/A500, 35 were early stage and 28
were stage I: 38.0% and 30.4% of all malignanciespectively. OVAL standalone sensitivity in sfyatig patients as high-risk was 91.4%
(32/35) for all early stage and 89.3% (25/28) fage | malignancies, respectively. Comparativel125-11 sensitivity was 65.7% (23/35) for
all early stage and 64.3% (18/28) for stage | nmaigcies. The success rate of OVAL classifying agmemass as low risk, although of
secondary importance (considering surgery will eégyrmed regardless), was also measured in the QUAEdy. This statistic (specificity)
was 53.5% (215/402) overall, and in premenopawséipts was 61.4% (151/246). Overall, the restittsngly and independently confirmed
value of OVAL in presurgical triage of adnexal mpatents, and sensitive identification of premenggal and early stage malignancies.
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The OVA500 study was recently published in the pegrewed journaGynecologic Oncologywhich enjoys the highest impact factor
rating of any journal worldwide focused on gynegatooncology. The results have also been incorpdratto an updated Medical Education
presentation, as well as our Marketing and Reinguest collateral. Since many professional mediseiksies stress the importance of
multiple independent clinical trials as so-calleditience levels'we also believe that OVA500 contributes to a highadence level relative 1
OVAL's utility in the medical management of adnemalsses. Health economic analysis indicates thizifzated benefits of OVAL include i)
more appropriate referrals of women with high agknalignancy to a gynecologic oncologist and fevederrals of women at low risk of
malignancy; ii) fewer second surgeries as a redwdn initial surgery by a generalist on a womathwi malignant tumor; iii) reduced need fc
backup surgeon (i.e. specialist) during a surggrst generalist; iv) more appropriate and efficiadinistration of intraperitoneal
chemotherapy; v) longer survival, associated witidy quality of life.

Peripheral Arterial Disease

Peripheral arterial disease (“PAD") representsaibeerosis of the lower extremities and is gemeraflective of systemic
atherosclerotic disease and is therefore a rigkrfdor adverse cardiac events such as myocartfaiation and stroke. This disease affects
between 8-12 million Americans, and the numbereafgte diagnosed with PAD is expected to increaseuwwently 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 olderpdias 50 years of age or older; and the elderlyegbs of age or older. Collectively, this
represents tens of millions of Americans.

PAD is most commonly diagnosed using the ankletbehindex (“ABI"), which is performed using a hameld Doppler. Blood pressures
are measured in the arm and at the ankles anatiogankle/arm) is calculated. Non-affected indudls should have a ratio of 0.9 or greater,
while individuals with a ratio of less than 0.9 defined as having PAD. Although the ABI has goedsitivity and specificity for PAD, its
implementation into routine clinical practice haseh hampered by poor physician adoption, genebaltause of the need to utilize special
equipment by a specially trained technician andhiied to have the patient lie supine in an examimabom for 10 to 30 minutes prior to the
administration of this test. Additionally, studieave shown that the ABI is often performed incaiyedrecently, a bedside instrument has t
introduced to simplify PAD testing, in which blopdessure measurement and user operation have ety gimplified. The system, called
Unetixs REVO™ , eliminates pitest resting and takes less than 10 minutes taupmod result. However, the instrument retails f@rd12,00(
and uses Pulse Volume waveforms, rather than Dopg@eeforms, and requires technician training acaclieate placement of pressure cuffs.
Our PAD experts advise us that this method haditikduptake and does not produce a validated #ddire. Therefore, a blood test that can b
more routinely implemented and reliably drawn biynary care providers has potential in identifyingrecreased risk of PAD, for referral to
vascular medicine specialists.

In collaboration with John P. Cooke, M.D., Ph.DRrafessor and Associate Director of the Stanfadi®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 thesaba novel blood test for identification
and specialist referral of patients at higher fmkPAD, similar to the use of OVA1 to detect aefer patients at higher risk of ovarian
malignancy.

The results of these early studies, including thiglipation of two blood markers for PAD, were pshiéd in the August 2007 on-line
issue of the peer-reviewed journal Circulation, ebhis published by the American Heart Associatibie (AHA”"). Independent validation of
these initial findings was subsequently publishethe peer-reviewed journal Vascular Medicine i0&0This study, which encompassed 540
individuals, confirmed the elevation of the two iarkers in subjects with PAD. Moreover, the stuldgveed that a panel of markers improved
the identification of subjects with PAD and was gdementary to available data, including the AHArgore. In this study, subjects with a
moderate AHA risk score but elevated PAD biomadaare had almost a 7 times increased likelihodthefng PAD than if they had a normal
PAD biomarker score.
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The PAD intended use study, titled “A validatedrharker panel to identify peripheral artery diseaaed published in the December
2012 edition of Vascular Medicine, was authoredbyWilliam Hiatt, Novartis Foundation endowed pes$or for cardiovascular research at
the University of Colorado School of Medicine, Gilin of Cardiology. The article reported the resolta multi-center, prospective clinical
study of 1,025 subjects, consecutively enrolledhftbe PAD atisk population of those aged 70 or older, and eligb and smokers 50 or olc
Several different multi-marker algorithms were exaiéd in at-risk patients with or without PAD, atwinpared to conventional cardiovascular
risk assessment by the Framingham Risk Score (FR®)best model demonstrated a c-statistic of @rntBmore important, identified 17 of 20
(85%) of patients with PAD who were missed by tiRSFhigh-risk cutoff. Similar results were seensgraptomatic PAD subjects, where the
algorithm correctly classified 84% (48/57). In atement, the study’s co-author Dr. Cooke commeri&idce one in every 20 Americans over
the age of 50 has PAD, this study suggests thelplitysfor a simple and practical way to screerrigk patients. By detecting undiagnosed or
asymptomatic PAD, primary care physicians can irgiee earlier and improve the health and prognositheir patients. We are truly excitec
the confirmation our biomarker research achievatiismlarge group of at-risk subjects, and lookvard to advancing our program.”

Commercialization

We expect to commercialize and sell diagnosticstéshich may consist of reagents and/or propriesaffware) in one or both of two
phases. One phase, referred to as the laborateejoped test (“LDT”) phase, will involve the salEagrtain reagents (which may be in the
form of proprietary software) to certain customesspled with the grant to such customer of a sehbe to utilize the reagent in a laboratory-
developed test using the methodology covered byetesant license(s) obtained from our collaboatén LDT would comprise multiple
reagents (such as assay test kits, software, er othgents), some of which would be supplied hynd would be utilized by clinical
laboratories to develop and perform “home brewblabory tests in laboratories federally regulatadear the Clinical Laboratory Improvement
Amendments of 1988 (“CLIA"). In the other phasdereed to as the IVD phase, we plan to sell FDAardel devices (which may comprise
multiple reagents such as assay test kits, softwaraher reagents).

Under the terms of the Amended Strategic Alliangegement, Quest Diagnostics had the right to corialere up to three diagnostic
tests from our product pipeline. Prior to the eafian of the strategic alliance, Quest Diagnostadected two tests, peripheral arterial disease
blood test and OVAL. We believe Quest Diagnosttonger has the right to select the final diagiedasist. Pursuant to the Amended Strategi
Alliance Agreement, Quest Diagnostics will have tlo@-exclusive right to commercialize each of #tg other than OVAL in the clinical
reference laboratory marketplace on a worldwideshbasth exclusive commercialization rights in eaottlusive territory, as this term is
defined in the Amended Strategic Alliance Agreembaginning on the date each test is first comraézeid and ending on the third
anniversary of the date that such test is clear@gpproved by the FDA. Quest has exclusive comrakzation rights to commercialize OVAL
in the clinical reference laboratory marketplacedth exclusive territory through September 20tha right to extend the exclusivity period
for one additional year. These exclusive territbgensist of the United States, India, Mexico, gredUnited Kingdom. Quest Diagnostics has
the non-exclusive right to commercialize OVA1 owearldwide basis outside of these exclusive terigsr

Customers

In the United States, the IVD market can be segetkinito three major groups: clinical reference fabaries, the largest of which are
Quest Diagnostics and Laboratory Corporation of Acae hospital laboratories; and physician offidegially, substantially all of our revenue
in the United States will be generated throughicdihreference laboratories, and Quest Diagnostitde the major customer. In 2013, we |
to begin a direct selling effort to hospitals whitdve the required instrumentation and testing lwéifpes to perform the 5 markers that are in
the OVAL product and utilize the OvaCé&lc algoritf@utside the United
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States, laboratories may become customers, eittemtigh with us or via distribution relationshipstablished between us and authorized
distributors. In 2013 we plan to begin to activedek out distributors/partners for the Europearkatptace.

Research and Development

Our research and development efforts center odio®very and validation of biomarkers and combamet of biomarkers that can be
developed into diagnostic assays. We do this prauomtly through collaborations we have establishét academic institutions such as JHU,
Rigshospitalet, and Stanford as well as throughraohresearch organizations (“CRQO’s”) such as iBimeMed and the Colorado Prevention
Center. In addition, we actively seek collaboratiamd initiate dialog with clinical academics, mler to generate publications, intellectual
property or test development in broader areas négyglogic oncology.

Scientific Background

Genes are the hereditary coding system of livigaoisms. Genes encode proteins that are respofwildellular functions. The study of
genes and their functions has led to the discowknew targets for drug development. Industry sesirestimate that, within the human genc
there are approximately 30,000 genes. Althouglpthmary structure of a protein is determined byeaey the active structure of a protein is
frequently altered by interactions with additiogahes or proteins. These subsequent modificatemstrin hundreds of thousands of different
proteins. In addition, proteins may interact witteanother to form complex structures that arenaltely responsible for cellular functions.

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

Relationship Between Proteins and Diseases

The entire genetic content of any organism, knosvitsagenome, is encoded in strands of deoxyrideiwacid (“DNA"). Cells perform
their normal biological functions through the geaéistructions encoded in their DNA, which resuitghe production of proteins. The proces:s
of producing proteins from DNA is known as generesgion or protein expression. Differences in tivarganisms result from variability in
their genomes, which can affect the types of gempsessed and the levels of gene expression. Edlobf @an organism expresses only
approximately 10% to 20% of the genome. The typeetifdetermines which genes are expressed arahtibeint of a particular protein
produced. For example, liver cells produce diffepoteins from those produced by cells found imhileart, lungs, skin, etc. Proteins play a
crucial role in virtually all biological processescluding transportation and storage of energynime protection, generation and transmissior
of nerve impulses and control of growth. Diseasag be caused by a mutation of a gene that altprstain directly or indirectly, or alters the
level of protein expression. These alterationsrinfe the normal balance of proteins and createadis symptoms. A protein biomarker is a
protein or protein variant that is present in aatge or lesser amount in a disease state versosreahcondition. By studying changes in proteir
biomarkers, researchers may identify diseases furittre appearance of physical symptoms. Histdyicedsearchers discovered protein
biomarkers as a byproduct of basic biological dise@search, which resulted in the validation Isgaechers of approximately 200 protein
biomarkers that are being used in commerciallylalste clinical diagnostic products.

Limitations of Existing Diagnostic Approaches

The IVD industry manufactures and distributes paslthat are used to detect thousands of individordponents present in human
derived specimens. However, the vast majority ef¢hassays are used specifically to identify sipgdéein biomarkers. The development of
new diagnostic products has been limited

11



Table of Contents

by the complexity of disease states, which mayaused or characterized by several or many proteipsst-translationally modified protein
variants. Diagnostic assays that are limited todgtection of a single protein often have limitatian clinical specificity (true negatives) and
sensitivity (true positives) due to the complexunatof many diseases and the inherent biologic@rgity among populations of people.
Diagnostic products that are limited to the detattf a single protein may lack the ability to dtt@ore complex diseases, and thus produce
results that are unacceptable for practical use.lEterogeneity of disease and of the human resfordisease often underlies the shortcor
of single biomarkers to diagnose and predict masgates accurately.

Our Solution

Our studies, particularly in ovarian cancer, haveg us a better understanding of both the dispatieophysiology and the host respol
By using multiple biomarkers, we are able to betteracterize the disease and host response heteitg In addition, by examining specific
biomarkers and their variants, for example, pastgfrational modifications, we believe we can imgreensitivity and specificity over
traditional diagnostic biomarkers because thesmaiker combinations reflect both the pathophysiplagd host response. This is
accomplished using novel biomarker panels coupli¢il mwltivariate pattern recognition software tenmdify IVDMIA algorithms which can b
commercialized as disease-specific assays.

We are applying translational biomarker researigograhm development tools, and statistical erradeling methods to discover robust
associations between biomarker panels and cligicalevant disease endpoints. We plan to develaplW®MIA algorithms and molecular
diagnostic tests based on known and newly idedtjfi@tein markers to help physicians better prealict manage disease and treatment, and
thereby improve patient outcomes and overall headtimnomic resource utilization. Examples of diagicagpplications include, but are not
limited to: asymptomatic population screening, eddtection, triage to specialists, aid in diagapgrognosis or disease sub-classification,
prediction or selection of therapy, monitoring loétapeutic response or residual disease, monitésimgcurrence or identification of
appropriate fallback therapy or clinical trial éidjty.

We therefore anticipate ongoing and new partnesshith leading scientific and clinical institutiom$o have active proteomic or
genomic programs in the area of gynecologic canoensith relevant clinical trial interests, withe goal of expanding our product portfolio
with relevant solutions to unmet medical needs @men’s health.

Addressing the Heterogeneity of Disease

Our strategy is to create a diagnostics paradigmishbased on risk estimation, multiple-biomaresting and information integration.
This strategy is based on the belief that canceérogimer gynecologic diseases are heterogeneousheendfore, that relying on a single disease
biomarker to provide a simple “yes-no” answer kglly to fail. We believe that efforts to diagnosancer and other complex diseases have
failed in large part because the disease is hetasms at the causative level, meaning that mesaseés can be traced to multiple potential
etiologies, and at the individual response levadaning that each individual afflicted with a givdisease can respond to that ailment in a
specific manner. Consequently, diagnosis, diseasgtaring and treatment decisions can be challendihis heterogeneity of disease and
difference in human response to disease and/dnteza underlies the shortcomings of single biomarke predict and identify many diseases.
A better understanding of heterogeneity of dis@emkhuman response is necessary for improved diégyand treatment of many diseases.

Validation of Biomarkers Through Proper Study Desig

Analysis of peer-reviewed publications reveals ahuaily reports of novel biomarkers or biomarkembinations associated with
specific diseases. Few of these are used clinicafiywith drug discovery, preliminary research fesfail to canvass sufficient variation in
study populations or laboratory practices and,
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therefore, the vast majority of candidate biomasKail to be substantiated in subsequent studiesoghizing that validation is the point at
which most biomarkers fail, our strategy is to reglthe attrition rate between discovery and cliriioplementation by building validation into
the discovery process. Biomarkers fail to validatea number of reasons, which can be broadly ifledsnto pre-analytical and analytical
factors. Pre-analytical factors include study desitat does not mimic actual clinical practice Juis@on of the wrong types of control
individuals and demographic bias (usually seenudiss in which samples are collected from a siimgétution). Analytical factors include
poor control over laboratory protocols, inadequatelomization of study samples and instrumentdiiases (for example, higher signal early
in the experimental run compared to later in theeednental run). Finally, the manner in which ttatedare analyzed can have a profound
impact on the reliability of the statistical congilons.

When designing clinical studies, we begin with ¢hirical question, since this drives the downstredimical utility of the biomarkers.
With the starting point of building validation intbe discovery process, we design our studiesdlade the appropriate cases and control
groups. We further incorporate an initial validatcomponent even within the discovery componentplilee an emphasis on multi-
institutional studies, inclusion of clinically rei@nt controls, using qualified and trained opematorrun assays and collect data. For example,
an August 2004 cancer research paper, which desdfile first three biomarkers in the ovarian capesel, there were more than 600
specimen samples taken from five hospitals thaewealyzed. In the development of OVAL, we analynede than 2,500 samples from five
additional medical centers prior to initiating fhr@spective ovarian clinical study for submissiorihte FDA. Additionally to date, we have
examined over 600 samples in our PAD program. hlyamg the complex proteomics data, we take atstadpsiew of statistical
methodologies, choosing to use a variety of apgres@and looking for concordance between approatdigng the view that biomarkers
deemed significant by multiple statistical algomithare more likely to reflect biological conditiatan mathematical artifacts.

Through biomarker discovery efforts conducted preidantly from 2000 through 2007, we have amassgattiolio of candidate
biomarkers identified in retrospective sample sBts. research and development efforts are now ynfistlised on validating these biomarkers
in prospective studies. During the period from 2€@dugh 2008, we conducted a mwénter prospective clinical trial to determine dhiaical
performance of OVAL, which was submitted to the F@AJune 19, 2008, and cleared by the FDA on Sdgefi, 2009. We have additional
markers for ovarian cancer that we plan to evalaatkvalidate. Additionally, we completed a prospecintended use study for PAD in 2011.
These activities are outlined below.

R&D-sponsored initiatives to support market devetognt of OVA1

We have two ongoing R&D-sponsored initiatives tpmut OVAL market development and adoption as grawed standard of care in
the pre-surgical triage and evaluation of adnexadses. The first is a major new clinical study ®Q, focused on its performance in the
predominantly pre-menopausal ngyrecologic oncologist patient population. The gtughlled OVA500, has resulted in first publicatiarthe
February 2013 edition @gdynecologic Oncologya peereviewed journal with the highest impact factoirrgtof any journal worldwide focus
on gynecologic oncology. OVA500 was conducted tiofico and extend the landmark findings of Ueland afiller, published irObstetrics &
Gynecologyn the June 2011 edition, with a completely newaspectively enrolled patient cohort. The finding©©¥A500, reported in
Gynecologic Oncologyare summarized in a preceding section of thisidhmnt. Additional manuscripts are in preparatiofotmw up on the
initial study report, and will be submitted in tfiest or second quarter of 2013. The second R&HBdtive supporting OVAL is a series of
Vermillion-assisted, independent clinical reseattidies of OVAL. Through this new program, Verroiflioffers limited support for well-
qualified Principal Investigators in the form of tadals, testing services, and scientific consgltias a result, we are currently in discussion
with a number of potential investigators, to supp@w research publications on OVAL's clinicalityil cost-effectiveness, and potential line
extensions. While agreements are still pendintgaatt one study has begun enrolling patients uaddinical institution IRB approval.
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New ovarian cancer indicationsWhile our focus on supporting the commercializatbdi©VAL is our primary priority, we also may
extend our ovarian cancer franchise beyond OVA&bkxd by three key initiatives. First, we have gighed a 3-year extension of a research
and license agreement with JHU to evaluate matketsprovide improved specificity in the detectmiovarian cancer. Candidate markers are
currently being assessed in small, pilot sample 8éarkers demonstrating high specificity may therassessed in larger, clinical samples set
Pilot results of these studies were reported ityef¥11 at the Society of Gynecologic OncologiStscond, our research and license agreemel
with Rigshospitalet (Copenhagen) generated dataisigahat a certain combination of markers can sgpaovarian cancer patients into those
with good prognosis from those with poor prognoshese results were published in 2010 and we élpdtent application. Third, the
acquisition of Correlogic assets in 2011 bringsitithighly curated clinical samples, intellectpabperty and promising biomarker leads.
These have the potential to further amplify ourr@racancer diagnostic efforts in the future.

Prospective intended-use clinical study for PeriphkArterial Disease (PAD) In 2011, we completed an intended-use study talssdi
a multi-marker algorithm for the assessment ofiiittlials at risk for PAD. The PAD intended use stuiied “A validated biomarker panel to
identify peripheral artery disease,” and publishrethe December 2012 edition of Vascular Medicimas authored by Dr. William Hiatt,
Novartis Foundation endowed professor for cardioutas research at the University of Colorado Scluddfedicine, Division of Cardiology
The article reported the results of a multi-cenpeospective clinical study of 1,025 subjects, emugively enrolled from the PAD at-risk
population of those aged 70 or older, and diabetitssmokers 50 or older. Several different mubiFker algorithms were evaluated in at-risk
patients with or without PAD, and compared to cartianal cardiovascular risk assessment by the Frginaim Risk Score (FRS). The best
model demonstrated a c-statistic of 0.73 and nmopoitant, identified 17 of 20 (85%) of patientsiRAD who were missed by the FRS high-
risk cutoff. Similar results were seen in asymptdmBAD subjects, where the algorithm correctlyssified 84% (48/57). In a statement, the
study’s co-author Dr. Cooke commented, “Since oneviery 20 Americans over the age of 50 has PAB stindy suggests the possibility for a
simple and practical way to screen at-risk patieBysdetecting undiagnosed or asymptomatic PADnary care physicians can intervene
earlier and improve the health and prognosis feir thatients. We are truly excited at the confifimrabur biomarker research achieved in this
large group of at-risk subjects, and look forwarédvancing our program.”

Our PAD achievements, intellectual property andipabons will support future discussions with patial development/ commercial
partners and help to define the appropriate vatidgiathway, which may be as an FDA-approved arelé test, or as a Laboratory Developec
Test validated under the auspices of a CLIA-regdatinical laboratory. Our path forward is to exste partnering options for the PAD
program with third parties who have substantiakpnee in the cardiovascular market, as well afutin¢ing and development capabilities to
take this important blood test to market.

Our research and development expenses were $2021&n@ $5,387,000 for the years ended Decemb&03P, and 2011, respectively.
The decrease from the prior year was due primsoily decrease in clinical trial costs for the ongailevelopment of our ovarian cancer
franchise and our PAD program as our PAD intendsdlstudy was completed in 2011. The clinical t@adt decrease was net of ongoing
expenses for our OVA1 FDA post-marketing study ttaahmenced during 2012.

Commercial Operations

We have a commercial infrastructure, including saled marketing and reimbursement expertise. Qes sepresentatives work with
Quest Diagnostics to identify opportunities for commicating the benefits of OVAL to general gynegddts and gynecologic oncologists ali
Our success will also depend on our ability to perte markets outside of the United States. OVAQEsmarked, a requirement for marketing
the test in the European Union. OVAL has satisdiiédertification requirements to complete its @eation of conformity.
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At the end of 2012, approximately 16,460 OVAL téwtd been performed in the calendar year, an isereB8% over 2011. Additional
we estimate over 275 gynecologic oncologists appastive or advocating the use of OVA1 for thegeaof women with adnexal masses. This
broad number of specialists supporting the testatds an understanding of the unmet clinical reretithe ability of OVAL to serve a
significant market to assist physicians to triagemen who need a specialist for surgery from those @an be treated by the primary physic
As of December 2012, over 5,300 doctors had ordéredkest, an increase of 43% over 2011.

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

In 2013, our Territory Development Managers wiliabe targeting key hospital accounts that aredsted in providing OVAL results to
their OB/GYN and GYN/ONC physicians. These hospitaust have the required instrumentation as redjirfreur product requirements ins
to be eligible to perform the OVAL risk algorithm.

There are still obstacles to overcome and significailestones to attain to insure ongoing sucdeisst, although the test volume and the
number of doctors continue to increase, the ave@Ggecologist will only see about 2 to 4 approgripatients per month and additional effort
will be required to establish a consistent ordepagern. Second, insurance coverage and patiésiale a concern to the physician and can
disrupt the ordering pattern of a generalist whsuigportive of OVAL.

Reimbursement

In the United States, revenue for diagnostic testses from several sources, including thpatty payers such as insurance companie
government healthcare programs, such as Medicar&ladicaid. In 2010, we announced that Highmark i@ Services, the Medicare
contractor that has jurisdiction over claims suleditoy Quest Diagnostics for OVAL, will cover OVAThis local coverage determination fr
Highmark Medicare Services essentially providesonal coverage for patients enrolled in Medicarevel as Medicare Advantage health
plans. We have worked together with Quest Diagnséti obtain coverage and reimbursement from pigayers across the country. As of
January 1, 2013, twenty-seven independent Blue@hgsShield plans, representing more than 46.8anilives, provide coverage for OVAL.
In total, including Medicare and other private pay@pproximately 93.3 million patients have ac@ass$ coverage for OVAL. The Company
and Quest Diagnostics continue to pursue coverage additional payers.

On March 6, 2012, the American Medical AssociaidiMA) Current Procedural Terminology (CPT ) Panetad to approve an
application for a Category | CPT code for OVA1, elhbecame effective January 1, 2013. The new CH& oa positive step forward in
advancing the commercialization of OVAL, as wedadiit will help streamline claims processing andederate further coverage and adoptior
by private payers.

New and innovative diagnostic tests often face beirsement challenges that can affect adoptionthite key focus areas are coding,
claims, and coverage or payer adoption. In conjanatith Quest Diagnostics, we are consistentlyrasising these three areas.

Coding

« OVAlis a new class of diagnostics and thereforgpezific code existed at the time of its laundhisTs often the case with new
diagnostic tests and companies will bill using aaellaneous code which is the path we and Quegbsiics implemented. Now,
after establishing OVAL in the market, creating daenh demonstrating the utility of the test, obtagn€overage and reimburseme
we filed for a CPT code specific for OVA1 in 201ihich was effective beginning January 1, 2013. Aelnig the unique Categor
CPT code # 81503 was a critical step our commezeid@dn process
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» Thetestis priced in 2013 by the Centers for Magiaand Medicaid Services (CMS) using their gdpfibcess. CMS uses this
process when no comparable test exists. Medicarerdly reimburses OVA1 at $516 per test and osirltst price is $65C

Claims Process

* Inthe early launch of a product, claims can beatejd due to lack of medical necessity, lack oepaynderstanding, or even billing
process errors. To address these items, our Trgritevelopment Managers are engaging with phys&iaffices to assist in the
appeals process and are using these claims totedumgers and create awareness about the medaesiiy of our tes

Payer Coverage

* We continue to focus ogeing efforts toward obtaining national coverageisiens. However, these decisions typically haveuat
longer lead time due to industry established praegand time frames. In most cases, these entadatland technical reviews that
are performed on an annual ba

* We have assembled a Technology Assessment Padiageilt provide a nucleus of materials tailorecech 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 convse thlans representing numerous regional payerklsnéddopters

Competition

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

» develop new diagnostic products in advance of umiorcollaborators
» develop diagnostic products that are more effediveos-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 pndyp rights that would limit the ability to develemd commercialize, or a
customer ability to use our or our collaborat’ diagnostic product:

We compete with companies in the United Statesadndad that are engaged in the development and ecrratization of novel
biomarkers that may form the basis of novel diagjodssts. These companies may develop productateaompetitive with and/or perform
the same or similar to the products offered bymusup collaborators, such as biomarker specifigegss or diagnostic test kits. Also, clinical
laboratories may offer testing services that araptitive with the products sold by us or our dofieators. For example, a clinical laboratory
can either use reagents purchased from manufagtoiteer than us or use its own internally develapadents to make diagnostic tests. If
clinical laboratories make tests in this manneraf@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 collaborabexsause 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 combines two
tumor markers and menopausal status into a nunhedoee using a publicly available algorithm. Ttest has the same intended use and
precautions as OVAL. The Risk of Ovarian
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Malignancy Algorithm is currently marketed as hayirtility limited to epithelial ovarian cancers, ieh accounts for 80% of ovarian
malignancies. The two tests have not been comparadide by side cohort evaluation to date, sdirect performance comparisons can be
made.

Intellectual Property Protection

Our intellectual property includes a portfolio afeed, co-owned or licensed patents and patentcgtigins. As of December 31, 2012,
our clinical diagnostics patent portfolio included issued United States patents, 14 pending USitets patent applications, and numerous
pending patent applications and issued patentsdeutse United States. These patents and patehitagims fall into 32 patent families and
directed to several areas of technology importauiir business, including ovarian cancer, breastera PAD, Alzheimer’s and other clinical
diagnostic technologies. The clinical diagnostie@ket includes laboratories engaged in the researdidevelopment and/or manufacture of
diagnostic tests using biomarkers, commercial cdihiaboratories, hospitals and medical clinict geaform diagnostic tests.

For intellectual property derived from Surface-Emted Laser Desorption/lonization (“SELDI”) techngyo we now share exclusive
rights with Bio-Rad. The Company and Bio-Rad eaabehthe right to engage in negotiations with thepparty for a license to any
improvements in the proprietary rights createdheydther party.

The patent portfolio enumerated above also inclintedectual property which was acquired, togetivéh other clinical diagnostics
assets from Correlogic, Inc.

On May 8, 2012 the United States Patent and Trade®fdice (“USPTO") granted patent number 8,173 ,4®8d “Platelet biomarkers
for cancer.” The patent resulted from a collaboratvith the late Dr. Judah Folkman, a renowned eaagpert, and identifies three biomarkers
that can be used to assess changes in endogergogearesis in a subject. Angiogenesis is commaosspeiated with cancer, and novel
therapeutics such as bevacizumab (Aveitin ) tanggibgenesis to limit tumor recruitment of bloodsels. The patented biomarkers, which
are associated with platelets, can be used to meeasgoing angiogenic activity. The patent covleesrheasurement of these biomarkers over
time and correlating changes in expression withctienging level of endogenous angiogenic acti@gnsequently, this patent also enables th
use of these biomarkers to monitor efficacy of éipgrdirected at angiogenic pathways.

On June 26, 2012, the USPTO granted patent numbeé 834, titled “Methods for diagnosing ovariamoer.” This patent further
expands the list of biomarkers Vermillion has ergplbin the diagnosis or status determination ofiawacancer. In this patent, the granted
claims cover the use of Protein C Inhibitor (P@Ipiarian cancer tests using blood and severat sdmple types.

On July 17, 2012, the USPTO granted patent numf221884, titled “Biomarkers for ovarian cancertieTpatent makes claims in the
uses of a urinary Small MBL-associated protein @ateal fragment (SMAP) in the diagnosis of ovar@amcer, ovarian cancer monitoring, and
patient management.

On July 24, 2012, the USPTO granted patent numf227&01, titled “Beta2-microglobulin and C reaetprotein (CRP) as biomarkers
for peripheral artery disease.” The patent conteliasns to the use of beta2-microglobulin (B2M) &®P to diagnose PAD in patients with
risk factors of symptoms of cardiovascular diseasayell as a software classification algorithrst teports or computer displays, and
managing the treatment of such a patient. This wiak done in coordination with Dr. John Cooke an&ird University. Dr. Cooke is
Professor and Associate Director of the Stanfondli@sascular Institute at Stanford University SchafoMedicine.

Under the terms of an amended research collabaraticeement with the Johns Hopkins University StbhbMedicine, we are required
to pay JHU $400,000 for 2013 and $100,000 for 2@ktlaboration costs under the JHU collaboratiomen#251,000 and $235,000 for the
years ended December 31, 2012 and 2
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respectively. In addition, under the terms of theeaded research collaboration agreement, we avéreecdgo pay the greater of 4% royalties or
net sales of diagnostic tests using the assigneshisaor annual minimum royalties of $57,500. Othstitutions and companies from which
hold options to license intellectual property rethto biomarkers or are a co-inventor on applicatioclude UCL, M.D. Anderson, UK, OSU,
McGill University (Canada), Eastern Virginia Medi&chool, Aaron Diamond AIDS Research Center, UTI@Bteborg University (Sweden),
University of Kuopio (Finland), The Katholieke Umisiteit Leuven (Belgium) and Rigshospitalet.

Manufacturing

We are the manufacturer of OVAL1. Components of OW#clude reagents for each of the component assayell as the OvaCafc
software. Because we do not directly manufactueecimponent assays, we are required to maintajlysagreements with manufacturers of
each of the assays. As part of our Quality Systeeagent lots for these assays are tested to etimmyreneet specifications required for
inclusion in OVAL. Only reagent lots determinedusyas having met these specifications are pernfitteaise in OVAL.

Environmental Matters
Medical Waste

We have been subject to licensing and regulatiateufederal, state and local laws relating to tedting and disposal of medical
specimens and hazardous waste as well as to thiy safd health of laboratory employees. Our lalooies were operated in material
compliance with applicable federal and state lamg r@gulations relating to disposal of all laborgtspecimens. We utilized outside vendors
for disposal of specimens. We cannot eliminateigieof accidental contamination or discharge amg r@sultant injury from these materials.
Federal, state and local laws and regulations gother use, manufacture, storage, handling and sidpd these materials. We could be subjec
to damages in the event of an improper or unawtldrielease of, or exposure of individuals to, hdmas materials. In addition, claimants may
sue us for injury or contamination that resultsifrour use, or the use by third parties, of thesterads, and our liability may exceed our total
assets. Compliance with environmental laws andlagigas 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 safe the workplace, the Federal Occupational Sadeid Health Administration has
established extensive requirements relating to plade safety for healthcare employers whose wornkeng be exposed to blood-borne
pathogens such as HIV and the hepatitis virus. @ hegulations, among other things, require worktira controls, protective clothing and
equipment, training, medical follow-up, vaccinacand other measures designed to minimize exptsuwieemicals and transmission of the
blood-borne and airborne pathogens. Although we belieaewe are currently in compliance in all materédpects with such federal, state
local laws, failure to comply could subject us el of the right to conduct business, fines, arahpenalties and other enforcement actions.

Specimen Transportation

Regulations of the Department of Transportatioa,lttiernational Air Transportation Agency, the Rublealth Service and the Postal
Service apply to the surface and air transportaifagiinical laboratory specimens. Although we beé that we are currently in compliance in
all material respects with such federal, statelaodl laws, failure to comply could subject us @il of the right to conduct business, fines,
criminal penalties and other enforcement actions.

Government Regulation

General. Our activities related to diagnostic products ardhave the potential to be, subject to regulatmsrsight by the FDA under
provisions of the Federal Food, Drug and Cosmeticahd regulations thereunder, including regulatigoverning the development, market
labeling, promotion, manufacturing and export of
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our products. The Food, Drug and Cosmetic Act meguihat medical devices introduced to the UnitiadeS market, unless exempted by
regulation, be the subject of either a pre-markdifination clearance, known as a 510(k) clearanc®10(k) de novo clearance, or a PMA.
OVAL1 was cleared by the FDA on September 11, 20@®uthe 510(k) de novo guidelines. OVA1 was thet ffDA-cleared blood test for the
pre-operative assessment of ovarian masses. Wenbayet established a regulatory pathway for ature potential products such as our PAL
test and our next generation ovarian cancer tédistica@l studies to support either a 510(k) subnaissir a PMA application would need to be
conducted in accordance with FDA requirementddfEDA indicates that a PMA is required for anyuof potential future clinical products,
the application will require extensive clinical dteis, manufacturing information and likely reviewd panel of experts outside the FDA.
Additionally, the FDA will generally conduct a pagproval inspection for PMA devices.

Even in the case of devices like analyte speaifagents (“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 complextgsting. In addition to requiring approval or ckeace for new products, the FDA may
require approval or clearance prior to marketingdpicts that are modifications of existing prodwstshe intended uses of these products.
Additionally, the FDA will generally conduct a pegproval inspection for PMA devices. Our supplienginufacturing facilities are, and, if a
when we begin commercializing and manufacturingproducts ourselves, our manufacturing facilities me, subject to periodic and
unannounced inspections by the FDA and state agefmi compliance with Quality System Regulatidf@3Rs”). Additionally, the FDA wiill
generally conduct a pre-approval inspection for Pti&ices. Although we believe that we and our sepplwill be able to operate in
compliance with the FDA’s QSRs for ASRs, we carassture 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 inspecticemdf when it occurs. If the FDA believes
that we or our suppliers are not in compliance \ajpbplicable laws or regulations, the FDA can issl@rm 483 List of Observations, warning
letter, detain or seize our products, issue alrecéice, enjoin future violations and assess @witl criminal penalties against us. In addition,
approvals or clearances could be withdrawn undgaicecircumstances.

Any customers using our products for clinical us¢hie United States may be regulated under CLIA¢kvls intended to ensure the
quality and reliability of clinical laboratories the United States by mandating specific standiartiee areas of personnel qualifications,
administration, participation in proficiency tegfirpatient test management, quality control, qualfisurance and inspections. The regulations
promulgated under CLIA establish three levels afdistic tests—namely, waived, moderately compheiktaghly complex—and the
standards applicable to a clinical laboratory dejpemthe level of the tests it performs. Medicalide laws and regulations are also in effect ir
many of the countries in which we may do businegside the United States. These range from compsiedevice approval requirements
for some or all of our potential future medical @evproducts, to requests for product data orfagations. The number and scope of these
requirements are increasing. In addition, produttich have not yet been cleared or approved foredim commercial distribution may be
subject to the FDA Export Reform and EnhancementoAd996 (“FDERA").

FDA Regulation of Cleared Tests Once granted, a 510(k) clearance or PMA approval plece substantial restrictions on how our
device is marketed or to whom it may be sold. &Aides cleared by the FDA are subject to continuéggmlation by the FDA and certain state
agencies. As a medical device manufacturer, walacerequired to register and list our producthlie FDA. We are required to set forth anc
adhere to a Quality Policy and other regulationsaddition, we are required to comply with the FBASRSs, which require that our devices b
manufactured and records be maintained in a plbestrnanner with respect to manufacturing, testimycntrol activities. Additionally, we
may be subject to inspection by federal and stagalatory agencies. Non-compliance with these statsdcan result in, among other things,
fines, injunctions, civil penalties, recalls, totalpartial suspension of production. Further, neeraquired to comply with FDA requirements
labeling and promotion. For example, the FDA prdhibleared or approved devices from being promé@iedncleared or unapproved uses.
Labeling and promotional activities are subjectaeutiny by
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the FDA, which prohibits the marketing of medicalites for unapproved uses. Additionally, the FI24uires us to perform certain post-
marketing studies (“Post-market Surveillance”) &ify or validate the clinical performance of FDAeared tests, as is permitted by their
statutory authority.

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

Foreign Government Regulation of Our Products We intend to obtain regulatory approval in othenrttoies to market our tests. Each
country maintains its own regulatory review proceéasff regulations, duties and tax requiremeptsduct standards, and labeling
requirements. In 2010, we retained the servicekeoEmergo Group and TUV SUD America Inc. to adsistur efforts to satisfy the regulatc
requirements necessary for commercialization iroger In September 2010, OVA1 was CE marked, a rexgpaint for marketing the test in the
European Union.

Employees
As of December 31, 2012, we had 20 full-time empls; We also engage independent contractors froentti time.

Code of Ethics for Executive Officers

We have adopted a Code of Ethics for Executivec®ff. 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 toQGmde 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 aopy@any 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&00-SEC-0330. The SEC also
maintains an Internet website, www.sec.gov, thataios reports, proxy and information statementd, @her information regarding issuers
that file electronically with the SEC.

In addition, we make available free of charge uniderinvestors Relation section of our website, wwenmillion.com, the Annual
Reports on Form 10-K, Quarterly Reports on FornQl@urrent Reports on Form 8-K and amendmentsawetheports filed or furnished
pursuant to Section 13(a) or 15(d) of the Secwyriirchange Act of 1934, as amended (“Exchange Ast'§oon as reasonably practicable afte
we have electronically filed such material withfamished it to the SEC. The information contaim&dour website is not incorporated by
reference in this Annual Report on Form 10-K anolth not be considered a part of this Annual ReporForm 10-K. You may also obtain
these documents free of charge by submitting demritequest for a paper copy to the following adsire

Investor Relations

Vermillion, Inc.

12117 Bee Caves Road, Building Three, Suite 100
Austin, TX 78738
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ITEM 1A. RISK FACTORS

You should carefully consider the following risktfas and uncertainties together with all of thbertinformation contained in this
Annual Report on Form -K, including our audited consolidated financiahtments and the accompanying notes in Part Il Behirinancial
Statements and Supplementary Data.” The risks ao@niainties management describes below are theams we face. Additional risks and
uncertainties not presently known to us or thattwerently deem immaterial may also adversely afectbusiness.

Risks Related to Our Business
If we are unable to increase the volume of OVA&ssalur revenues, results of operations and firero@indition would be adversely affect:

We have experienced significant operating lossek gaar since our inception and we expect to imcoet loss for fiscal year 2013 and
the foreseeable future. Our losses have resultadipally from costs incurred in research and depeient, sales and marketing, litigation, anc
general and administrative costs.

All of our revenues are currently generated frofesaf OVAL tests by Quest Diagnostics. If we amahle to increase the volume of
OVAL sales, our consolidated results of operataomd financial condition would be adversely affected

Our ability to commercialize OVAL is heavily depemtdon our strategic alliance with Quest Diagnostic

Quest Diagnostics has an exclusive license to @fféA1 as a clinical laboratory test in the US, MmxiBritain and India through
September 11, 2014, which may be extended for ditiackl year beyond September 11, 2014. Consetyyentr ability to generate revenue
from OVAL is heavily dependent on Quest Diagnosdieg its ability to market and offer these testisrtlinical laboratories.

We expect that for the foreseeable future neatlgfadur revenue will be derived from Quest Diagiessand will depend on the number of
OVAL1 tests performed by Quest Diagnostics anddhmehursement rate for performing those tests, warehoutside of our control.

We expect that nearly all of our revenues for tiregeeable future will be derived through our ety partnership with Quest
Diagnostics and will be based on the number of OWSsts performed by Quest Diagnostics and the ngisgiment rate received by Quest
Diagnostics for those tests. Under the terms ofSitategic Alliance Agreement with Quest Diagnastige are to be paid $50 for each
domestic OVAL performed by Quest Diagnostics, alé agea 33% royalty of Quest Diagnostics’ grossgimafrom performing OVAL. The
Agreement provides for a monthly payment by QudagBostics to us based on Quest Diagnostics’ aeamignbursement per OVA1 in the
previous month, and the royalty portion of our mave is subject to adjustment, either up or dowramannual basis within 60 days of end of
each calendar year based on Quest Diagnosticslaeimbursement history for that calendar yearthieoextent Quest Diagnostics is not
reimbursed, is reimbursed at a lower than expeaeted or has reimbursement claims rejected, thallyopmounts owed to us would be
reduced. Any amounts owed by us to Quest Diagrostit be deducted against payments owed to ustiré periods. The number of tests
performed by Quest Diagnostics and the amountioftrgrsements received by Quest Diagnostics in amgngperiod is largely outside of our
control, and Quest Diagnostics has many othemptestucts that it promotes in addition to OVA1, whiould result in a reduced focus by
Quest Diagnostics on promoting OVAL. If Quest Diagfits does not experience growing OVA1 test vokiorereceives less reimbursement
per test than expected, it could have a materiadae effect on our revenue, results of operatmscash flows.
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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.

Given our limited commercialization history with @¥ and our inability to know or control Quest Diagtics’ reimbursement rates for
OVAL, it is difficult for us to estimate future raities and the size of any yeamd adjustment calculated by Quest Diagnosticsinvél days o
every calendar year end as required by the Strafdiance Agreement with Quest Diagnostics. Theref it is difficult for us to recognize
some or all of the revenue related to the royadtynpents to be received from Quest Diagnostics dutie calendar year until we are better
to estimate the final royalty payment amounts dmedmagnitude and effect of the annual recalculatimhadjustment mechanism. According
the amount of revenue we will be able to recogmzany quarter could vary significantly, and thethogl used to calculate that revenue could
be subject to change.

Failures by third party payers to reimburse OVAlcbanges or variances in reimbursement rates cmaterially and adversely affect o
revenues and could result in significant fluctuatian our revenues.

Most of our revenue is dependent on the amounttQQiagnostics receives from third party payersderforming OVAL tests. Insurance
coverage and reimbursement rates for diagnostis &e uncertain, subject to change and partigulaiatile during the early stages of
commercialization. There remain questions as ta wkient third party payers, like Medicare, Medicand private insurance companies will
provide coverage for OVA1 and for which indicatiofitie reimbursement rates for OVAL are largelyafwiur control, as Quest Diagnostics
handles all reimbursements of OVAL performed. WeeHamited visibility into any specific payer-levegimbursement data for OVAL as such
data is provided to us by Quest once a year aoptre annual revenue true-up process. We enddéavoaintain a dialogue with Quest
Diagnostics regarding reimbursement issues asdtisg. Quest Diagnostics has advised us that iekperienced volatility in the coverage and
reimbursement of OVAL due to contract negotiatiatinhird party payers and implementation requirataend that the reimbursement
amounts it has received from third party payersegairom payer to payer, and, in some cases, thatioa is material. Third party payers,
including private insurance companies as well aggonent payers such as Medicare and Medicaid, inaveased their efforts to control the
cost, utilization and delivery of healthcare seegicThese measures have resulted in reduced payatentind decreased utilization for the
diagnostic test industry. From time to time, Cosgreas considered and implemented changes to tliedie fee schedules in conjunction
with budgetary legislation, and pricing for tests’ered by Medicare is subject to change at any.tiRegluctions in the reimbursement rate of
payers may occur in the future. Reductions in tiigepat which OVAL is reimbursed could have a matedverse effect on our revenues. If
and Quest Diagnostics are unable to establish atan broad coverage and reimbursement for OVALthird party payers change their
coverage or reimbursement policies with respe@W&\ 1, our revenues could be materially and advgraffected.

We will need to raise additional capital in theuté and if we are unable to secure adequate fumd®ions acceptable to us, we may be unabl
to execute our business plan.

In order to continue our operations through 2018 lagyond, we will need to raise additional capitalr independent registered public
accounting firm’s report on our financial statensefar the year ended December 31, 2012 includexplanatory paragraph expressing
substantial doubt about our ability to continueaming concern, given our recurring net lossesrauative cash flows from operations. We
may seek to raise additional capital through teeasce of equity or debt securities in the publiprivate markets, or through a collaborative
arrangement or sale of assets. Additional finanojmgortunities may not be available to us, or dilable, 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 convertible into equityldaresult in substantial dilution to our stockhersl, and the securities issued in such a finar
may have rights, preferences or privileges sewidhose of our common stock. If we raise additidnabtls by issuing debt, we may be subject
to limitations on our operations, through debt awrs or other restrictions. If we obtain additicdads through arrangements with
collaborators or strategic partners, we may
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be required to relinquish rights to certain techg@s or products that we might otherwise seeletaim. If adequate and acceptable financir
not available to us at the time that we seek teeradditional capital, our ability to execute ousibess plan successfully may be negatively
impacted.

We may not succeed in developing additional diaimpsoducts, and, even if we do succeed in deuayopdditional diagnostic products, the
diagnostic products may never achieve significamhmercial market acceptance.

Our success depends on our ability to continuest@ldp and commercialize diagnostic products. Tiecensiderable risk in developing
diagnostic products based on our biomarker disgoeforts, 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 OW#s¥ not be validated in downstream
pre-clinical or clinical studies, once we undertakel perform such studies. Although our PAD blasst in development achieved positive top
line results from an intended use clinical stutlys possible that these biomarkers, upon furthefysis and clinical study, may not meet
acceptance criteria for validation or regulatoryachnce.

Clinical testing is expensive, takes many yearsotoplete and can have an uncertain outcome. Clifétare can occur at any stage of
the testing. Clinical trials for our PAD, OVA2, aother future diagnostic tests may produce negativeconclusive results, and we may
decide, or regulators may require us, to conduditiatial clinical and/or norlinical testing on these tests. In addition, thgults of our clinici
trials may identify unexpected risks relative téesgor efficacy, which could complicate, delayhait clinical trials, or result in the denial of
regulatory approval by the FDA and other regulatmughorities.

If we do succeed in developing additional diagrwosts with acceptable performance characteristiesnay not succeed in achieving
commercial market acceptance for those tests. Bilityeto successfully commercialize diagnostic guoets, including OVAL, will depend on
many factors, including:

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

* our success in establishing new clinical practameshanging previous ones, such that utilizatiotheftests fail to meet established
standards of care, medical guidelines and the

* our ability to further establish business relatldps with other diagnostic or laboratory comparniesg can assist in the
commercialization of these products in the US dob8ally; and

* the scope and extent of the agreement by Medicaterard-party payers to provide full or partiailmdbursement 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 commercial taruapof our existing and potential diagnostic pieis, for which we will have to
spend substantial time and financial resources¢ocome, and there is no guarantee that we witluoeessful in doing so. Our inability to do
so successfully would prevent us from generatingmae 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 persdmmeolved in clinical decision
making. For example, rather than ordering an OVd@tlafwoman with an adnexal mass, obstetriciansgyogists, and gynecologic
oncologists may choose a different clinical optiwsmone at all. If we are not able to convinceiclams that OVA1 provides significant
improvement over current clinical practices, outighto commercialize OVAL would be adversely affed. Additionally, Fujirebio
Diagnostics, Inc. announced in September 201 1ttiegthave received clearance from the FDA to coroiakze its Risk of Malignancy
Algorithm (“ROMA”) test. The ROMA test may be inrdcct competition with OVA1 and our
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revenues could be materially and adversely affeitteadd when the ROMA test is successfully comnadioéd. In addition, competitors, such
as Becton Dickinson, Arraylt Corporation, and Alilatbs have publicly disclosed that they have lmreare currently working on ovarian
cancer diagnostic assays. Academic institutionmgeally report new findings in ovarian cancerghastics that may have commercial value.
Our failure to compete with any competitive diagimassay if and when commercialized could advgrafect our business.

We have priced OVAL at a point that recognizesvtiiae-added by its increased sensitivity for ovarizalignancy. If others develop a
test that is viewed to be similar to OVAL in effigabut is priced at a lower point, we and/or ouatglgic partners may have to lower the price
of OVAL in order to effectively compete, which wdumpact our margins and potential for profitalyilit

The commercialization of our diagnostic tests maytiected adversely by changing FDA regulationsl any delay by or failure of the FDA
approve our diagnostic tests submitted to the FC¥ adversely affect our consolidated revenues ltesiéioperations and financial conditic

The FDA cleared OVA1 on September 11, 2009. Ouvities related to diagnostic products are, or hidneepotential to be, subject to
regulatory oversight by the FDA under provisionsgtaf Federal Food, Drug and Cosmetic Act and réiguis thereunder, including regulatic
governing the development, marketing, labelingnprtion, manufacturing and export of our productslufe to comply with applicable
requirements can lead to sanctions, including withel of products from the market, recalls, refusauthorize government contracts, prot
seizures, civil money penalties, injunctions arithiral prosecution.

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) ge olearance, or a PMA. Some of our
potential future clinical products may require ®&) or 510(k) de novo clearance, while others meauire a PMA. With respect to devices
reviewed through the 510(k) process, we may noketa device until an order is issued by the FDWlifig 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 predicate device and allow the product to be
marketed in the United States. On the other hdnmediF-DA may determine that the device is not sulistbnequivalent and require a PMA, or
require further information, such as additionat tsta, including data from clinical studies, befdris able to make a determination regarding
substantial equivalence. By requesting additionfairmation, the FDA can delay market introductidroor products. Delays in receipt of or
failure to receive any necessary 510(k) clearand®A approval, or the imposition of stringent ragtons on the labeling and sales of our
products, could have a material adverse effectsoff the FDA indicates that a PMA is required &my of our potential future clinical produc
the application will require extensive clinical dies, 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 reésnlthe FDA's refusal to accept the data or thpasition of regulatory sanctions. We
cannot assure that any necessary 510(k) clearariRilA approval will be granted on a timely basisaball. To the extent we seek FDA 510
(k) clearance or FDA pre-market approval for ofth@gnostic tests, any delay by or failure of theARD clear or approve those diagnostic test
may adversely affect our consolidated revenues|teesf operations and financial condition.

If we or our suppliers fail to comply with FDA raggments for production, marketing and postmarkenitoring of our products, we may r
be able to market our products and services and Ieagubject 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 regatei If the FDA were to view any
of our actions as non-compliant, it could initiai&orcement actions,
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such as a warning letter and possible impositiopesfalties. In addition, analyte specific reag€tASRs”) that we may provide would be
subject to a number of FDA requirements, includingipliance with the FDA’s Quality System RegulaidfQSR”), which establish
extensive requirements for quality assurance antta@loas well as manufacturing procedures. Failareomply with these regulations could
result in enforcement actions for us or our potrsippliers. Adverse FDA actions in any of thesasa could significantly increase our
expenses and limit our revenue and profitabilitye Will need to undertake steps to maintain our aguns in line with the FDA’'s QSR
requirements. Some components of OVAL are manufetttoy other companies and we are required to aiaistipply agreements with these
companies. If these agreements are not satisfaitidhe FDA, we will have to renegotiate these agrents. Any failure to do so would have
adverse effect on our ability to commercialize OVALr suppliers’ manufacturing facilities will batgect to periodic regulatory inspections
by the FDA and other federal and state regulatggnaies. If and when we begin commercializing asgkmbling our products by ourselves,
our facilities will be subject to the same inspecsi. We or our suppliers may not satisfy such e#guwy requirements, and any such failure to
do so would have an adverse effect on our commai@n efforts.

If our suppliers fail to produce acceptable or siént stock, make changes to the design or lagedirtheir biomarker kits or discontint
production of existing biomarker kits, we may bahla to meet market demand for OV.

The commercialization of our OVA1 test dependshmndupply of five different immunoassay kits framrd-party manufacturers. Failu
by any of these manufacturers to produce kitsghas Vermillion’s quality control measures migladego back-order and/or loss of revenue
due to missed sales and customer dissatisfacticaddition, if the design or labeling of any kitne¢o change, continued OVA1L supply could
be threatened since new validation and submissitimet FDA for 510(k) clearance could be required asndition of sale. Discontinuation of
any of these kits would require identification,idation and 510(k) submission on a revised OVAligies/Nhile Vermillion has experienced
such issues to date, there can be no assurantisishaill not occur in the future.

If we fail to continue to develop our technologi®s, may not be able to successfully foster adomtiaur products and services or deve
new product offerings.

Our technologies are new and complex, and are ciojehange as new discoveries are made. Newwttises and advancements in the
diagnostic field are essential if we are to fosteradoption of our product offerings. Developmefithese technologies remains a substantial
risk to us due to various factors, including theestific challenges involved, our ability to finsh@ collaborate successfully with others working
in the diagnostic field, and competing technologigsich may prove more successful than our teclgieto

If we fail to maintain our rights to utilize intelttual property directed to diagnostic biomarkevg, may not be able to offer diagnostic t
using those biomarkers.

One aspect of our business plan is to develop d&tgntests based on certain biomarkers, whichave lthe right to utilize through
licenses with our academic collaborators, sucthagdohns Hopkins University School of Medicine nBted University, and the University of
Texas M.D., Anderson Cancer Center. In some casesollaborators own the entire right to the biokeas. In other cases, we co-own the
biomarkers with our collaborators. If, for somes®aa, we lose our license to biomarkers owned dnting our collaborators, we may not be
able to use those biomarkers in diagnostic tefstge lose our exclusive license to biomarkers cavedvby us and our collaborators, our
collaborators may license their share of the iatellal property to a third party that may compeitl ws in offering diagnostic tests, which
would materially adversely affect our consolidatedenues, results of operations and financial d¢oodi
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If a competitor infringes on our proprietary rightse may lose any competitive advantage we maydmaeaesult of diversion of our tinr
enforcement costs and the loss of the exclusitityioproprietary rights.

Our success depends in part on our ability to raardand enforce our proprietary rights. We relyaotombination of patents, trademarks
copyrights and trade secrets to protect our tedyyohnd brand. We have submitted a number of pafgpiications covering biomarkers that
may have diagnostic or therapeutic utility. Ourgmditapplications may or may not result in additigpaents 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 successfus$ering our proprietary rights, which could resulbur patents being held invalid or a court
holding that the competitor is not infringing, ethof which would harm our competitive position. \dannot be sure that competitors will not
design around our patented technology.

We also rely upon the skills, knowledge and exmpeeof our technical personnel. To help protectralhts, we require all employees
and consultants to enter into confidentiality agrents that prohibit the disclosure of confidenitiérmation. These agreements may not
provide adequate protection for our trade seckatswledge or other proprietary information in theeiet of any unauthorized use or disclosure
If any trade secret, knowledge or other technologfyprotected by a patent were to be disclosed todependently developed by a competitor
it could have a material adverse effect on ourrrss, consolidated results of operations and finhoondition.

If others successfully assert their proprietaryhtigyagainst us, we may be precluded from makingsafiithg our products or we may
required to obtain licenses to use their technology

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

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

We are from time to time subject to legal procegsiand claims that arise in the ordinary courdausiness, such as claims brought by
our clients in connection with commercial disput®ployment claims made by current or former emgdsy 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 resintsubstantial costs and may divert our attensiod resources, which may seriously harm our
business, consolidated results of operations avahial condition.

An unfavorable judgment against us in any legatpealing or claim could require us to pay monetamyajges. In addition, an
unfavorable judgment in which the counterpartyisaded equitable relief, such as an injunction|d¢dave an adverse impact on our licen:
and sublicensing activities, which could harm ousihess, consolidated results of operations andatiolated financial condition.

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

We are highly dependent on our executive officers @ertain key employees. Our executive officeis leey employees are employed at
will by us. Any inability to engage new executiviéicers or key employees could impact operationdaday or curtail our research,
development and commercialization objectives. Titiooie our research and product development effatsneed people skilled in areas such
as clinical operations, regulatory affairs andiclihdiagnostics. Competition for qualified emplegas intense.
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If we lose the services of any senior executivicefs or key employees, our ability to achieve lmusiness 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 meditagnostic tests entail an inherent risk of pradiability claims. Potential product
liability claims may exceed the amount of our irge 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 diagnosticpcts 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 adverset effeour consolidated results of operations, faf@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 collabosaino which we depend, are vulnerable to damagaenruption from fire; natural
disasters, including earthquakes; computer virus@sian error; power shortages; telecommunicatituarés; international acts of terror; and
similar events. Although we have certain busin@esgiouity plans in place, we have not establishéatmal comprehensive disaster recovery
plan, and our back-up operations and businessumtgon insurance may not be adequate to compeiifatdosses we may suffer. A
significant business interruption could resultasdes or damages incurred by us and require @ase©r curtail our operations.

If we fail to maintain proper and effective intetantrols, our ability to produce accurate and &y financial statements could be impair
which could adversely affect our business, opegatésults, and financial condition.

We are required to comply with the managementfaation requirements of Section 404 of the Sarlse@gley Act of 2002. We are
required to report, among other things, controlaieficies that constitute a “material weaknessthmnges in internal controls that, or that are
reasonably likely to, materially affect internantmls over financial reporting. A “material wealkssg is a deficiency or combination of
deficiencies that results in a reasonable possilthat a material misstatement of the annual t@rim 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 wietdaremedy any material weakness, our consoldifiteancial statements may be inaccurate,
which could adversely affect our business, opegatasults, and financial condition.

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

Compliance with laws, regulations and standardstirej to corporate governance and public disclggooduding the Sarbané3xley Act
of 2002, and new regulations adopted by the SECremulting in increased compliance costs. We,dlkether public companies, are incurring
expenses and diverting employees’ time in an eflocomply with Section 404 of the Sarbanes-Oxley & 2002. The SEC and other
regulators have continued to adopt new rules agidlaons and make additional changes to existgglations that require our compliance. In
July 2010, the Dodd-Frank Wall Street Reform andsTimner 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 activismgctrrent political environment and the curreghHevel of government intervention and
regulatory reform may lead to substantial new ratjoths and disclosure obligations. Compliance wWittse evolving standards will result in
increased general and administrative expenses agcause a diversion of our time and attention fremenue-generating activities to
compliance activities.
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Changes in healthcare policy could increase outsasd impact sales of and reimbursement for osiste

In March 2010, President Barack Obama signed thierRdrotection and Affordable Care Act, as amenoethe Health Care and
Education Affordability Reconciliation Act (collaetly, the “PPACA”"), which makes changes that atpezted to significantly impact the
pharmaceutical and medical device industries. Beginin 2013, each medical device manufacturer lndile to pay a sales tax in an amount
equal to 2.3 percent of the price for which sucmufacturer sells its medical devices. The PPACA atandates a reduction in payments for
clinical laboratory services paid under the Medic@finical Laboratory Fee Schedule of 1.75% forytears 2011 through 2015. This
adjustment is in addition to a productivity adjustihto the Clinical Laboratory Fee Schedule. Inigoiuto the PPACA, the impact of which
cannot be predicted given its recent enactmentamént lack of implementing regulations or intetpre guidance, a number of states are als
contemplating significant reform of their healtheaolicies. We cannot predict whether future health initiatives will be implemented at the
federal or state level, or the effect any futugidiation 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 mdyersely affect our business.

We are subject to environmental laws and poteetiglosure to environmental liabilities.

We are subject to various international, fedettakesand local environmental laws and regulatibas govern our operations, including
the handling and disposal of non-hazardous andtiaza wastes, the recycling and treatment of ébattand electronic equipment, and
emissions and discharges into the environmentufeaib comply with such laws and regulations caakllt in costs for corrective action,
penalties or the imposition of other liabilitieseViire also subject to laws and regulations thabsmiability and clean-up responsibility for
releases of hazardous substances into the envirdnijeder certain of these laws and regulatiortareent or previous owner or operator of
property may be liable for the costs to remediateahdous substances or petroleum products onmrifsoproperty, without regard to whether
the owner or operator knew of, or caused, the eoimi@tion, as well as incur liability to third pass affected by such contamination. The
presence of, or failure to remediate properly, sudbstances could adversely affect the value andltfiity to transfer or encumber such
property. Based on currently available informatiaithough there can be no assurance, we believsubh costs and liabilities have not had
and will not have a material adverse impact oncmnsolidated results of operations.

Risks Related to Owning our Stock
The liquidity and trading volume of our common ktoway be low.

The liquidity and trading volume of our common $td@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 imptwe trading price of our shares and adversely affecability to issue stock and for holders to
obtain liquidity in their shares should they desueell.

Our stock price has been, and may continue to iglyhvolatile, and an investment in our stock cbsiiffer a decline in value.

The trading price of our common stock has beenlyigblatile and could continue to be subject to evitlictuations in price in response
to various factors, many of which are beyond ountiem, including:

» failure to significantly increase revenue and vabsnof OVAL;

e actual or anticipated peri-to-period fluctuations in financial resuli

« failure to achieve, or changes in, financial esteady securities analys

* announcements or introductions of new producteniices or technological innovations by us or campetitors;
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* publicity regarding actual or potential discoveriddiomarkers by other.

e comments or opinions by securities analysts orksitolders;

» conditions or trends in the pharmaceutical, biotethgy and life science industrie

e announcements by us of significant acquisitionsdinéstitures, strategic partnerships, joint veesusr capital commitment

» developments regarding our patents or other irtteléd property or that of our competito

« litigation or threat of litigation

» additions or departures of key personi

e limited daily trading volume

» economic and other external factors, disastersiges; anc

» our announcement of additional fund raisir

In addition, the stock market in general and theketafor diagnostic technology companies, in paitc, have experienced significant

price and volume fluctuations that have often bemmelated or disproportionate to the operatingqgrarnce of those companies. These broad
market and industry factors may seriously harmntlagket price of our common stock, regardless ofoparating performance. In the past,

following periods of volatility in the market pricd a company’s securities, securities class adtiigation has often been instituted. A
securities class action suit against us could té@sslubstantial costs, potential liabilities ahd tliversion of our attention and our resources.

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

In order to maintain the listing on the Nasdaq @apiarket, we must satisfy minimum financial artier requirements, including
requirements that we maintain a minimum stockhaldequity of $2.5 million and a minimum bid pricé®i 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 adversaffgct our ability to obtain financing for the coniation of our operations. This delisting
could also impair the value of our investors’ invesnt.

Anti-takeover provisions in our charter, bylaws and enBelaware law could make a third party acquigitiof the Company difficult.

Our certificate of incorporation and bylaws contaiovisions that could make it more difficult fothdrd party to acquire us, even if do
so might be deemed beneficial by our stockholdEnese provisions could limit the price that investmight be willing to pay in the future for
shares of our common stock. We are also subjezgrtain provisions of Delaware law that could deldgter or prevent a change in control of
the Company.

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

Certain of our stockholders may, from time to timttempt to aggressively involve themselves ingtieernance and strategic directior
our Company above and apart from normal interastimetween stockholders and management. Such actiaizd any related negative
publicity, could result in substantial costs thagatively impact our stock price and increasealatiity. In addition, such activism could cause
a diversion of the attention of our managementBmard of Directors and create perceived uncergsntiith existing and potential strategic
partners impacting our ability to consummate péétitansactions,
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collaborations or opportunities in furtherance of strategic plan. In addition, such activism couldke it more difficult to attract and retain
qualified personnel, customers and business pattadrich could disrupt the growth of the market@rA1, delay the development and
commercialization of new tests and further advgraéflect the trading price of our common stock aratease its volatility. In addition, the
activists may have little or no experience in tregdostics industry or may seek to elect membeasitdBoard of Directors with little or no
experience in the diagnostics industry who may laspecific agenda different and apart from theonitgj of our stockholders.

Because we do not intend to pay dividends, oukbtders 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 meeito pay any cash dividends in the foreseealbled. 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.

As of December 31, 2012, we had 15,200,079 shdr@sraommon stock outstanding and 22,471 sharesiofommon stock reserved
for future issuance to employees, directors andwitemts pursuant to our employee stock plans,wiicludes 1,092,374 shares of our
common stock that were subject to outstanding aptitn addition, as of December 31, 2012, warrempmirchase 63,000 shares of our
common stock were outstanding at an exercise pfi§2.78 per share.

The exercise of all or a portion of our outstandipgions and warrants, and the vesting of ourimstt stock, will dilute the ownership
interests of our stockholders. Furthermore, fusales of substantial amounts of our common stothkempublic market, or the perception that
such sales are likely to occur, could affect pravgitrading prices of our common stock and thaugadf the notes.

If an increase to the 2010 Stock Incentive Plamoisapproved by stockholders, the limited numbeshaies we could issue may impact
ability to attract, retain and motivate key persehnncluding a permanent chief executive officer.

We have a limited number of shares available utiteP010 Stock Incentive Plan (the “2010 Plak¥g are seeking stockholder apprc
of an increase in the number of shares availabls$nance under the 2010 Plan, but there can sswrances that such increase will be
approved. We have historically used stock optiana aignificant component of our employee compémsarogram in order to align
employees’ interests with the interests of ourldtotders, encourage employee retention, and praodepetitive compensation packages. We
currently have an interim chief executive officeadare in the process of searching for a permasteet executive officer. If we are unable to
increase the number of shares available underdh@ Plan, our ability to offer attractive equitgé@ntive awards in the future may be limite
nonexistent and may make it more difficult for asattract, retain and motivate key personnel, iclg a permanent chief executive officer.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
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ITEM 2. PROPERTIES

Our principal facility is located in Austin, TexaBhe following chart indicates the facility that vemase, the location and size of the
facility and its designated use.

Approximate
Location Square Feet Primary Functions Lease Expiration Date

Austin, Texas 4,218 sq. f Research and development, clinical and 201/
regulatory, marketing, sales and
administrative office:

ITEM 3. LEGAL PROCEEDINGS
Robert Goggin and Gyodrgy Bessenyei Litigati

On May 25, 2012, Gyorgy B. Bessenyei and Robe@®&ygin, 111, both stockholders of Vermillion, filea verified complaint in the
Delaware Court of Chancery (the “Court”) againstiidion, each current member of our Board of Dtoegs, and Gail S. Page. On June 1,
2012, Mr. Bessenyei and Mr. Goggin filed an ameng®ified complaint that was substantially simiiarthe verified complaint. The amended
verified complaint contains the following causesofion: breach of fiduciary duty under two stanidadeclaratory relief, preliminary
injunctive relief, and permanent injunctive reli¢he allegations in the amended verified compleletilenge the recent adoption by the Board
of Directors of an amendment to our bylaws elimimgathe board seat formerly held by Ms. Page. Avipusly disclosed by Vermillion, on
May 15, 2012, Ms. Page was terminated without casséermillion’s President and Chief Executive ¢dfi (“CEQ”), and, upon her
termination, Ms. Page resigned her seat on thedBBafaDirectors. For a variety of reasons, includamgeffort to streamline Vermillion’s
organization and extend its cash runway, the Bo&mirectors amended our bylaws to eliminate theavd board seat, thereby reducing the
size of the Board of Directors from seven to sixmbers. This effort to streamline Vermillion’s orgaation had begun in January 2012, when
the Board of Directors amended the bylaws to elat@ran additional (eighth) seat on the Board oé@ars. Mr. Bessenyei and Mr. Goggin
claim that the Board of Directors’ decision to ahiate the seat on May 15, 2012 was a breach Gflitsiary duties, alleging that the Board of
Directors’ actions were intended to prevent Mr. &ag/ei’'s and Mr. Goggin’s nominees from both beibtg to be elected to the Board of
Directors, and to entrench the Board of Directotsrent members. Among other things, Mr. BesseagdiMr. Goggin sought to have the
Court declare null and void the May 15, 2012 amesinio the bylaws, and award to Mr. Bessenyei and®dggin the costs and fees incur
by them in the action.

The parties negotiated a scheduling order, which apgproved on June 6, 2012, setting trial in thigedited action to start on July 31,
2012. On June 13, 2012, Vermillion and the othéemidants filed an answer. The parties then engamgextensive discovery, including
document production, service of interrogatory reses, and the taking of depositions. On July 2622¥ermillion and the other defendants
filed a motion to dismiss the case arguing thainfifés and their counsel improperly notarized downts verifying the complaint, amended
complaint and discovery responses. On Novembe2dB2, the Court dismissed the lawsuit with prejadithe plaintiffs filed a notice of
appeal of that dismissal order on December 10, 281 filed their opening appellate brief on Febyulg 2013. On February 12, 2013, the
Delaware Supreme Court denied Vermillion and tieotefendants’ motion to summarily affirm. Vernoifl and the other defendants are in
the process of preparing an appellate answerirgf Wwhich will be filed by March 4, 2013. No hearidgte on the appeal has been set by the
Delaware Supreme Court.

Gyorgy Bessenyei Annual Shareholder Meeting Litigat

On January 9, 2013, Gyorgy B. Bessenyei, a stodenalf Vermillion, filed a verified complaint in ¢hDelaware Court of Chancery (the
“Court”) against Vermillion, and each current membgour Board of Directors. The complaint contagnsause of action for violation of
Section 211 of the General Corporation Law
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of Delaware. The allegations in the complaint eetatthe 2012 annual shareholder meeting whicmbagtet been held due to a scheduling
order entered in the Goggin and Bessenyei litigatiiscussed above. The complaint seeks to hav@dha compel Vermillion to hold its
annual shareholder meeting and to award to Mr. &8s the costs and fees incurred by him in theacOn January 16, 2013, the parties |
a scheduling conference with the Court. On Jani@n2013, Vermillion filed its preliminary proxy tseg the annual meeting date for

March 21, 2013. Thereafter, both parties submittadpeting proposed orders related to the upcomingal shareholder meeting. The Court
has not yet signed either order.

In addition, from time to time, we are involvedl@gal proceedings and regulatory proceedings arisirt of our operations. We
established reserves for specific liabilities imgection with legal actions that are deemed torbbable and estimable. Other than as disclose

above, we are not currently a party to any procegdhe adverse outcome of which would have a naddverse 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 Nasdaq Globatéflander the symbol “VRML.” Effective February, 12012, we transferred our
listing from the NASDAQ Global Market to the NASDAQapital Market.

On January 24, 2013, there were 68 registered totdfeecord of our common stock, including mukijleneficial holders and
depositories, banks and brokers listed as a shajtter in the street name of each respective degsbank or broker. The closing price of (
common stock on February 20, 2013 was $1.38.

The following sets forth the quarterly high and lbading prices as reported by The Nasdaq Globak&tand NASDAQ Capital Marke
for the periods indicated.

2012 2011
High Low High Low
First Quarter $3.0z $1.1¢ $9.2¢E $3.7¢
Second Quarte 2.7¢ 1.62 7.6C 3.3¢
Third Quartel 2.3¢€ 1.5€ 4.,3€ 2.14
Fourth Quarte 1.8¢ 1.12 2.8¢ 0.97

Dividends

We have never paid or declared any dividend orcommmon stock and we do not anticipate paying castlethds on our common stock
in the foreseeable future. If we pay a cash dividem our common stock, we also may be requiredhjotipe same dividend on an as-convertec
basis on any outstanding preferred stock, warraotsyertible notes or other securities. Moreovay, areferred stock or other senior debt or
equity securities to be issued and any future tfedilities might contain restrictions on our atyito declare and pay dividends on our com
stock. We intend to retain all available funds ang future earnings to fund the development an@uesipn of our business.

Unregistered Sales of Equity Securities
None.

Equity Compensation Plan Information

We currently maintain two equity-based compensaplans that were approved by our stockholders.pltues are the Amended and
Restated 2000 Stock Plan (the “2000 Plan”), an®€@i#® Stock Incentive Plan (the “2010 Plan”).

2000 Plan.The authority of our Board of Directors to grantw&ock options and awards under the 2000 Planneted in 2010. The
Board of Directors continues to administer the 2BGh with respect to the stock options that remaiistanding to our officers, employees,
directors and a consultant. At December 31, 20ftfions to purchase 336,656 shares of common stankined outstanding under the 2000
Plan.

2010 Plan.The 2010 Plan is administered by the Compensatmnriittee of the Board. Our employees, directord, @nsultants are
eligible to receive awards under the 2010 Plan. 200 Plan permits the granting of a variety of msaincluding stock options, share
appreciation rights, restricted shares, restristeate units, and unrestricted shares, deferre@ simés, performance and cash-settled awards,
and dividend equivalent rights. We are authorizedsue up to 1,322,983 shares of common stockigdae $0.001 per share under the 2010
Plan, subject to adjustment as provided in the Z0268. At December 31, 2012, options to purchag&e718 shares of common stock remainec
outstanding under the 2010 Plan.
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The number of shares of our common stock to be@sipon exercise of outstanding stock optionsyightedaverage exercise price

outstanding stock options and the number of shara#able for future stock option grants and staslards under equity compensation plan
of December 31, 2012, were as follows:

Number of
Securities
Remaining
Available for
Future
Number of Weighted- Issuance
Securities to Average Under Equity
be Issued Upo 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 securitydrsld 1,092,371 $ 417 22,47:®
Equity compensation plans not approved by sechdtglers — — —
Total 1,092,37. 22,47

(1)

(2)
(3)

Includes outstanding stock options for 336,6Béres of our common stock under the 2000 Plaryas 18 shares of our common stock
under the 2010 Pla

Includes the weighted average stock price for antlihg stock options of $7.22 under the 2000 Ptah$2.82 for the 2010 Pla
Includes 22,471 shares of our common stock foR@#D Plan. No future awards shall occur under @ 2Plan
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Performance Graph
Pursuant to Instructions to Item 201(e)(6) of Ragah S-K, information is not required.
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ITEM 6. SELECTED FINANCIAL DATA
Per Item 301(c) of Regulation S-K, information @& required.
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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 Financigh&ments and related Notes
thereto, included on pages F-1 through F-31 of thimual Report on Form 10-K, and “Risk Factors”, iath are discussed in Item 1A. The
statements below contain forward-looking statemerittsin the meaning of the Private Securities latign Reform Act. See “Forwarddeoking
Statements” on page i.

Overview

Vermillion was originally incorporated in Califomion December 9, 1993, under the name Abiotic 8ystin March 1995, Abiotic
Systems changed its corporate name to Ciphergesy&ems, Inc., and subsequently on June 21, 20@9ncorporated in Delaware. Under
name Ciphergen Biosystems, Inc., we had our ingtiddlic offering on September 28, 2000. On AugustZD07, Ciphergen Biosystems, Inc.
changed its corporate name to Vermillion, Inc.

We are dedicated to the discovery, developmentanmercialization of novel high-value diagnostistéethat help physicians diagnose, treat
and improve outcomes for patients. Our tests aemded to help guide decisions regarding patieatitnent, which may include decisions to
refer patients to specialists, to perform additidasting, or to assist in the selection of therapylistinctive feature of our approach is to
combine multiple markers into a single, reportabtiex score that has higher diagnostic accuraay itseconstituents. 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 dligjaestions related to early disease detectieatrtrent response, monitoring of disease
progression, prognosis and others through colldglomswith leading academic and research institstio

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 higskrbf having a malignant ovarian tumor. Numerousligis 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 atafise serum test that utilizes five
well-established biomarkers and proprietary FDAaodel software to determine the likelihood of madigoy in women over age 18, with a
pelvic mass for whom surgery is planned. OVA1 wegedbped through large pre-clinical studies inamdiration with numerous academic
medical centers encompassing over 2,500 clinicapses. OVAL was fully validated in a prospectiveltincenter clinical trial encompassing
27 sites reflective of the diverse nature of theichl centers at which ovarian adnexal massesakiated. The results of the clinical trial
demonstrated that in a clinical cohort of 516 patieOVAL, in conjunction with clinical evaluatiowas able to identify 95.7% (154/161) of
malignant ovarian tumors overall, and to rule oatignancy with a negative predictive value (“NP\6f)94.6% (123/130). Data were presel
at the 2010 International Gynecologic Cancer Sgpdieting demonstrating the high sensitivity of OVfor epithelial ovarian cancers; ove
OVAL1 detected 95/96 epithelial ovarian cancer césea sensitivity of 99.0%, including 40/41 stdgend stage |l epithelial ovarian cancers,
for an overall sensitivity of 97.6% for early stag@thelial ovarian cancers, as compared to 65@%A125 using the ACOG cutoffs. The
improvement in sensitivity was even greater amamgngnopausal women; for OVAL, sensitivity for eatgge epithelial ovarian cancer was
92.9% and for CA125, sensitivity was 35.7%. Ove@W Al detected 76% of malignancies missed by CAI#8uding all advanced stage
malignancies. OVAL1 is not indicated for use asraeting or stand-alone diagnostic assay.

OVAL is currently being offered by Quest Diagnastidnder the terms of our strategic alliance agergwith Quest Diagnostics, as
amended, Quest Diagnostics is required to payfixead payment of $50 per OVA1 performed, as welBa%o of its “gross margin” from
revenue from performing OVAL, as that term is dedirn
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the strategic alliance agreement as amended. Qisggostics is the exclusive clinical laboratorgyider of OVAL in its exclusive territory,
which consists of the US, Mexico, Britain and Indtaough September 11, 2014. Quest has the gttend the exclusivity period for one
additional year on the same terms and conditioMADwas CE marked in September 2010, a requirefieemharketing the test in the
European Union. Quest Diagnostics has the rigbktend the exclusivity period for an additionaliybayond September 11, 2014 on the sam
terms and conditions. An estimated 37,840 OVAlsHhaen performed from the launch on March 9, 28idugh December 31, 2012.

In addition to OVAL, we have development programether clinical aspects of ovarian cancer as agih peripheral arterial disease, or PAD
In the field of peripheral arterial disease, weédalentified candidate biomarkers that may heljgémtify individuals at high risk for a
decreased ankle-brachial index score, which icatdie of the likely presence of PAD. We have cartgdd an intended-use study to develop
and validate a multi-marker algorithm for the assgant of individuals at risk for peripheral artédesease in 2011. This algorithm will be
specifically directed at a primary care populaiiomvhich the peripheral arterial disease blood iesixpected to be used. We plan to seek a
Development/Commercial Partner for this productarpmity who will work with us to complete the pract development, complete the
required FDA studies for approval, and eventuatisnmercialize this product opportunity on a globasils. Current and former academic and
research institutions that we have or have hadlsotations with include the Johns Hopkins UnivgrSithool of Medicine; the University of
Texas M.D. Anderson Cancer Center; University Gml€ondon; the University of Texas Medical Branitte Katholieke Universiteit Leuven;
Clinic of Gynecology and Clinic of Oncology, Rigsipitalet, Copenhagen University Hospital; the CBiiate University Research Foundation;
Stanford University; and the University of Kentucky

On February 9, 2012, we entered into a Settlemgnéément and Release (the “Settlement Agreemeiiiti)@ppenheimer & Co., Inc.
(“Oppenheimer”) related to losses on our shortland-term investments in previous years. Undettéhnes of the Settlement Agreement, we
received a total settlement of $1,000,000; $535y089 paid in March 2012 and $465,000 was paid igusti2012. We received approximat
$710,000 of the total settlement, net of legal eeldted costs.

On March 5, 2012 we announced the receipt of aaati allowance from the USPTO for “Platelet bioksas for cancer.” The patent
resulted from a collaboration with the late Dr. dad-olkman, a renowned cancer expert, and idestifieee biomarkers that can be used to
assess changes in endogenous angiogenesis ireatsélsjgiogenesis is commonly associated with caracel novel therapeutics such as
bevacizumab (Avastifi ) target angiogenesis to ltaritor recruitment of blood vessels. The patentecharkers, which are associated with
platelets, can be used to measure ongoing angiogetivity. The patent covers the measurementaddtbiomarkers over time and correlating
changes in expression with the changing level dbgenous angiogenic activity. Consequently, thtenqtaalso enables the use of these
biomarkers to monitor efficacy of therapy directgdgngiogenic pathways.

On March 6, 2012, the American Medical Associa{idiMA) Current Procedural Terminology (CPT ) Paneted to approve an
application for a Category | CPT code for OVA1, vlhbecame effective January 1, 2013.

On March 28, 2012, we announced the receipt otiaenof allowance from the USPTO for a patent, “Muts for Diagnosing Ovarian
Cancer.” This patent further expands the list offrkers we have employed in the diagnosis orsttermination of ovarian cancer. In this
case, the granted claims cover the use of ProtéimniBitor (PCI) in ovarian cancer tests using ld@mnd several other sample types.

On April 16, 2012, we announced the receipt of iceaf allowance from the USPTO for a patent, ‘fBarkers for Ovarian CancefThe
patent makes claims in the uses of a urinary SkiBIL-associated protein C-terminal fragment (sMAR}he diagnosis of ovarian cancer,
ovarian cancer monitoring, and patient management.
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On April 30, 2012, we announced the resolutionoofr fnon-contingent contract claims made by Bio-Rasing from the Instrument
Business Sale. In exchange for a final settlemetiteonon-contingent claims, Bio-Rad received $@00,from an escrow account established
by the Company for the sale transaction and thegaom received approximately $1,080,000 from thems@ccount.

On May 15, 2012, we announced our CEO successanlginning the process of identifying a success@ail S. Page, president and
CEO. Our Board of Directors formed a search conemitts part of the leadership succession plan an®&je resigned from the Board of
Directors.

On June 15, 2012, we announced that results aofttent PAD multimarker intended use study were presented at thet@dor Vascula
Medicine’s 23rd Annual Scientific Sessions, in M&apolis, Minnesota. This meeting hosted the natitgdding vascular medicine specialists,
and included sessions on PAD guidelines, policydse and advances in the diagnosis and treatmesaisctilar diseases.

The poster presented to the meeting was author@&itddgssor of Medicine and Associate Director @ingtrd Cardiovascular Institute
Dr. John Cooke, together with colleagues at theséhsity of Colorado and is entitled “Results of iamBarker Screen to Identify Peripheral
Artery Disease.” It reported the results of a madtnter clinical study involving 1,025 subjectspgpectively enrolled from the PAD at-risk
population of subjects aged 70 or older, and diebeind smokers 50 or older.

Different multi-marker algorithms were evaluated in patients witlvithout PAD, in comparison with the FraminghansiREcore (FRS
The multi-marker models were also assessed far abdity to identify PAD in patients below the lhigisk FRS cutoff. The best model
demonstrated a c-statistic of 0.73 and more imptytaidentified 17 of 20 (85%) of patients misdadthe FRS high-risk cutoff.

On July 30, 2012, we announced positive results faocnew prospective, multi-center clinical studyaf ovarian cancer diagnostic
OVALl @, The study, referred to as OVA500, was leddosyRobert E. Bristow, director of Gynecologic @fagy Services at University of
California Irvine Healthcare in Orange, Californéad deputy editor of the journal Gynecologic Onggl

The OVA500 study confirms and extends the piongeninrk of Dr. Fred Ueland published last year. dsva prospective, multi-
institutional, blinded study with a new cohort &#patients representing the intended use popuol&dioOVA1L: female patients who were
scheduled to undergo surgery for an adnexal massljed from non-gynecologic oncology practices 2¥astudy coordination centers.

All adnexal tumor types were included in the stii#d analysis of test performance. The primaryeohye was to assess the performance
of OVAL in the intended use population with a foomstwo particularly challenging subgroups: womethwarly-stage ovarian cancer, where
approximately half of patients have a normal CAI&&I, and pre-menopausal women, where the incelehovarian cancer is low and
incidence of benign cysts is high.

Top-line data from the study are as follows:

Overall Performance of OVAl
* Negative predictive value was reported at ¢
e Sensitivity was reported at 96
e Specificity was reported at 51

Performance in the Pre-menopausal Population
e Sensitivity was reported at 94
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Performance for Early-Stage Ovarian Cancer (I and 1)
»  Sensitivity was reported at 91
OVAL1 as a Risk Stratification Test (OVA1 score vergs cutoff, independent of physician assessment)
e Sensitivity was reported at 92% over:
. 91% for earl-stage diseas
. 94% for pr-menopausal patien
. 91% for stage | and Il in p-menopausal women with a specificity of 6.

The OVA500 results were subsequently publishechertiyGynecologic Oncologgn November 22, 2012 in the article, “Ovarian
Malignancy Risk Stratification of the Adnexal Mddsing a Multivariate Index Assay.”

On October 12, 2012, we announced the payment ést@iagnostics of approximately $5,901,000, whighbelieve represents paym
in full of all outstanding principal and interestder the Secured Line of Credit Agreement dateaf daly 22, 2005 between the Company and
Quest Diagnostics. The payoff incorporated $1,000,8 additional principal forgiveness under therte of the Strategic Alliance and
$106,000 in previous principal curtailment paymehtswever, Quest Diagnostics has disputed that mildstone forgiveness was achieved o
principal curtailment was made. This disputed amadi$1,106,000 is reported as short-term debtwrconsolidated balance sheet at
December 31, 2012.

On November 16, 2012, we announced that the Deta@aurt of Chancery dismissed with prejudice a laingrought against
Vermillion, Inc. and its board of directors by ddent stockholders, Gyorgy B. Bessenyei and RoBe@&oggin, IIl.

Following the decision, a proxy filed with the Satias Exchange Commission (SEC) by an allegedkstolder group led by Bessenyei
and Goggin describes Goggin as “honest and trutttwdrHowever, the Delaware Court of Chancery césstied findings to the contrary. The
court ruled that Goggin and Bessenyei had illeg@llsified documents by improperly notarizing cdfilibgs in connection with the lawsuit
and, moreover, that the conduct of Goggin appetarée a violation of the Pennsylvania rules of pssfonal conduct applicable to
Pennsylvania lawyers.

With the suit now dismissed with prejudice, whidsadlows its re-filing, we were able to move fordarith our annual meeting. The
meeting had been delayed due to the Bessenyei agditGlawsuit, which prohibited the company fronidileg a meeting until the matter was
resolved.

On November 27, 2012, we announced the appointofatitector Bruce A. Huebner as Interim Chief Extaeei Officer. He succeeded
Gail S. Page, who had assisted in the transitiohsarnved as a strategic advisor to the compangaqueested by its board of directors.
Mr. Huebner continues to serve on our board ofctinms.

On January 3, 2013, the Company received a latter‘Delisting Notice”) from the NASDAQ Stock MarkeLC (“NASDAQ")
notifying the Company that it is not in compliangigh NASDAQ's Listing Rule 5620(a), which requirde Company to hold an annual
meeting of shareholders no later than one year tiigeend of the Company’s fiscal year-end, antingsRule 5620(b), which requires the
Company to solicit proxies and provide proxy stagats for such meeting and to provide copies of guoky solicitation to NASDAQ. The
Delisting Notice stated that unless the Companyested an appeal of this determination, tradinth@Company’s common stock would be
suspended on January 14, 2013, and a Form 25-N8H we filed with the SEC, which would remove then@pany’s securities from listing
and registration on NASDAQ. The Company filed apesgd which stayed the delisting action while thpesd is pending.

The annual meeting was delayed due to a lawsuitgirioagainst the Company and its board of diredigrdissident stockholders,
Gyorgy B. Bessenyei and Robert S. Goggin, Ill, vahpcohibited the Company from
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holding a meeting until the matter was resolvedpfeviously announced by the Company, the casedigasissed with prejudice on
November 16, 2012. The Company has scheduled th2 20nual Meeting for March 21, 201

Critical Accounting Policies and Estimates

The notes to the consolidated financial statememt$ain a summary of the Company’s significant aotimg policies that are presented
in Part Il Item 8, “Financial Statements and Supp@atary Data”, of this Annual Report on Form 10Vie believe that it is important to have
an understanding of certain policies, along with telated estimates that we are required to makexording the financial transactions of the
Company, in order to have a complete picture ofGhmpanys financial condition. In addition, in arriving thitese estimates, we are require
make complex and subjective judgments, many of wihiclude a high degree of uncertainty. The follogvis a discussion of these critical
accounting policies and significant estimates egldb these policies.

Revenue Recognitic

Product Revenué&Ve derive our product revenues from sales of OM&tbugh Quest Diagnostics. We recognize productmess for
tests performed when the following revenue recogmitriteria are met: (1) persuasive evidence dinadrrangement exists; (2) delivery has
occurred or services have been rendered; (3) thisfixed or determinable; and (4) collectabilgyeasonably assured.

License Revenuelnder the terms of the secured line of credit @trest Diagnostics, portions of the borrowed priatgmounts may be
forgiven upon our achievement of certain milestomésting to the development, regulatory approval eommercialization of certain
diagnostic tests. We account for forgiveness afqgipial debt balances as license revenues oveethedf the exclusive sales period that Ques
Diagnostics receives upon commercialization of gpraved diagnostic test as we do not have a seffidiistory of product sales that provides
a reasonable basis for estimating future produessilVe recognize license revenue on a straightHasis over the remaining period of Quest
Diagnostics’ sales exclusivity ending in Septent@ts.

Research and Development Cc

Research and development costs are expensed aethdResearch and development costs consist piyroédpayroll and related costs,
materials and supplies used in the developmengwfproducts, and fees paid to third parties thatloot certain research and development
activities on behalf of the Company. In additioogaisitions of assets to be consumed in reseamtii@velopment, with no alternative future
use, are expensed as incurred as research ana et costs. Software development costs incurrélde research and development of new
products are expensed as incurred until technabgasibility is established.

Patent Cost:

Costs incurred in filing, prosecuting and maintagnpatents (principally legal fees) are expensad@asred and recorded within selling,
general and administrative expenses on the comdetidstatements of operations and comprehensigeSogh costs aggregated approximately
$312,000 and $363,000 for the years ended DeceBih@012 and 2011, respectively.

Stock-Based Compensation

We record the fair value of non-cash stock-basegpamsation costs for stock options and stock pgechights related to our 2010 Stock
Incentive Plan (the “2010 Plan”) and 2000 StocknRthe “2000 Plan”). We estimate the fair valuestafick options using a Black-Scholes
option valuation model. This model requires thauingf subjective assumptions including expectedistwice volatility, expected life and
estimated forfeitures
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of each award. We use the straight-line methodrtortize the fair value over the vesting periodref award. Due to the limited amount of
historical data available to us, particularly wigspect to stock-price volatility, option exercps#terns and forfeitures, the actual value of stoc
options and stock purchase rights could differ fraum estimates.

We also record the fair value of non-cash stoclela®mpensation costs for equity instruments issu@odn-employees. We recalculate
costs for these options each reporting period usiBtpck-Scholes option valuation model. Becauseagalculate these costs each reporting
period, changes in assumptions used in our caloaftincluding changes in the fair value of oumooon stock, can result in significant
changes in the amounts we record from one repopénigpd to another.

Contingencies

We account for contingencies in accordance with ASQ Contingencies (“ASC 450"). ASC 450 requirest thn estimated loss from a
loss contingency shall be accrued when informadivailable prior to issuance of the financial stagata indicates that it is probable that an
asset has been impaired or a liability has beeauriad at the date of the financial statements amginvthe amount of the loss can be reasonabl
estimated. Accounting for contingencies such aallagd contract dispute matters requires us t@us@dgment. We believe that our accruals
for these matters are adequate. Neverthelesscthal 0ss from a loss contingency might diffemfrour estimates.

Income Taxe

Our income tax policy records the estimated futareeffects of temporary differences between thebtesis of assets and liabilities and
amounts reported in the accompanying balance steesetgell as operating loss and tax credit camywéods. We have recorded a full valuation
allowance to reduce our deferred tax assets, &sllmasavailable objective evidence; it is morellikban not that the deferred tax assets will
not be realized. In the event that we were to dates that we would be able to realize our defeteadassets 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 iseeadguidance on the presentation of comprehensoame. Specifically, the
new guidance allows an entity to present comporgimsgt income and other comprehensive income énaamtinuous statement, referred to a:
the statement of comprehensive income, or in typausde, but consecutive statements. The new guédaliminates the current option to ref.
other comprehensive income and its componentsistdtement of changes in equity. While the newlanie changes the presentation of
comprehensive income, there are no changes tmthpanents that are recognized in net income orr @l@prehensive income under current
accounting guidance. We adopted this pronouncemehe first quarter of 2012, and it had no effectour financial position, results of
operations or cash flows but did impact the waypnasent comprehensive income.
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Results of Operations—Year Ended December 31, 2042 compared to Year Ended December 31, 2011
The selected summary financial and operating da¥eomillion for the years ended December 31, 28648 2011 were as follows:

Year Ended December 31 Increase (Decrease
(dollars in thousand: 2012 2011 Amount %
Revenue
Product $ 1,64( $ 1,46¢ $ 171 12
License 454 454 — —
Total revenue 2,09/ 1,92: 171 9
Cost of revenue
Product 131 12¢ 2 2
Total cost of revenu 131 12¢ 2 2
Gross profit 1,96: 1,79¢ 16¢ 9
Operating expense
Research and developmt 2,21¢ 5,38 (3,177 (59
Sales and marketir 4,65: 5,53¢ (88¢€) (1€)
General and administrati 4,50¢ 8,50¢ (4,007 (47
Total operating expens 11,377 19,43¢ (8,05¢) (42)
Loss from operation (9,419 (17,647 8,22 47
Interest incom 28 64 (36) (5€)
Interest expens (20€) (39€) 19C (48)
Gain on sale of instrument busin 1,83( — 1,83( —
Gain on litigation settlement, n 71C — 71C —
Change in fair value of warrar — 37¢ (37¢) —
Reorganization item 88 (96) 184 (192)
Other expense, n (182) (99 (83) 84
Loss before income tax (7,146 (17,790 10,64« (6C)
Income tax benefit (expens — — — —
Net loss $ (7,146 $ (17,790 $ 10,64« (6C)

Product Revenue Product revenue was $1,640,000 for the year en@egmber 31, 2012 compared to $1,469,000 for the gemod in
2011. We recognized product revenue for the yede@mecember 31, 2012 for the sale of OVAL throQgkst Diagnostics. Quest
Diagnostics performed approximately 16,460 OVAlgekiring the year ended December 31, 2012 comparggproximately 15,225 tests for
the same period in 2011. Product revenue increb&et],000 for the year ended December 31, 2012 cadpa the same period in 2011 du
the increased volume of tests as well as the reétogof deferred revenue upon meeting the crittararevenue recognition. We recognized
$816,000 of deferred revenue in 2012 upon recéiph@nnual royalty report from Quest Diagnostizsring 2011, we recognized $549,00(
deferred revenue related to 2011 in addition td031®0 of deferred revenue related to 2010 uporipeocétwo annual royalty reports from
Quest Diagnostics.

The 2012 annual royalty report of $816,000 was thap®n 13,709 OVAL tests reported by Quest Diadgemss resolved in 2012, or an
average of $60 per test resolved. The resolvedwelimcludes both reimbursed and unreimbursed fiastghich the payment status was
considered final by Quest Diagnostics as of Decer@lbe2012. Tests that do not yet have a finalltgism for 2012 will be included in a futu
annual royalty report. By comparison, the 2011 ahnoyalty report of $549,000 was based upon 11(J081 tests reported by Quest
Diagnostics as resolved in 2011, or an averagd ofpfer test resolved. The royalty report revenuedsemental to the fixed $50 per test
recognized for each OVA1 performed during the year.
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Research and Development Expensé®search and development expenses representroasted to develop our technology and carry
out clinical studies, and include personnel-rela®genses, regulatory costs, reagents and supskgsin research and development laborator
work, infrastructure expenses, contract servicesathner outside costs. Research and developmeatsgp also include costs related to
activities performed under contracts with our dodleators and strategic partners. Research andageueht expenses decreased by $3,171,00
or 59%, for the year ended December 31, 2012 coedgarthe same period in 2011. This decrease wagpidimarily to a $2,457,000 decrease
in clinical trial costs for the ongoing developmefibur ovarian cancer franchise and our PAD pnogaa our PAD intended use study was
completed in 2011. The clinical trial cost decreass net of ongoing expenses for our OVA1 FDA poatketing study that commenced
during 2012. In addition, stock compensation cdstyeased $554,000 compared to the same perididih ¥e anticipate that research and
development expenses will increase in future perike to costs of the FDA post-marketing study.

Sales and Marketing Expense®ur sales and marketing expenses consist primaripersonnel-related expenses, education and
promotional expenses, and infrastructure expei$ese expenses include the costs of educatinggigsj laboratory personnel and other
healthcare professionals regarding OVA1. Salesnaaidketing expenses also include the costs of spimgscontinuing medical education,
medical meeting participation and disseminatiosantific and health economic publications. Owuispanel-related expenses include the cos
of our Territory Development Managers, the subjeatter experts responsible for market developmeattlae coordination of interactions w
the Quest Diagnostic’s sales team. Sales and niegketpenses decreased by $886,000, or 16%, foretlieended December 31, 2012
compared to the same period in 2011. The decreaselue primarily to a $538,000 reduction in pergband personnel-related expenses
related to lower headcount in 2012 compared to 2Bladdition, advertising, medical education amdi¢ show expenses decreased $545,00(
compared to the same period in 2011 due to deatqas# advertising compared to 2011 and fewer &/baing sponsored in 2012.

General and Administrative Expense&eneral and administrative expenses consist piynarpersonnel-related expenses, profession:
fees and other costs, including legal, financearwbunting expenses, and other infrastructure esggeiGeneral and administrative expenses
decreased by $4,001,000, or 47%, for the year eBgedmber 31, 2012 compared to the same periodlih. I’he decrease was due to
$1,486,000 in lower stock compensation expenséseas were no bankruptcy-related stock compensatists in 2012 (the Debtor’s Incentive
Plan was fully amortized at June 30, 2011). Persband personnel-related expenses also decread8d$®@ due to the departure of both our
Chief Financial Officer and Vice President of Caqte Strategy. In addition, 2012 included a onestieversal of $375,000 of amounts
previously accrued for the Bio-Rad claims and aadit legal fees decreased $1,593,000 comparedetndea 2011 due to a decrease in overa
activity and as 2012 legal expenses were recordedfrexpenses incurred which have been or areipatéd to be covered and paid directly
our insurance carrier. These decreases were pardfédet by a one-time charge for CEO severancappiroximately $400,000 in the year
ended December 31, 2012.

Interest Expenselnterest expense decreased by $190,000, or 48%hdagrear ended December 31, 2012 compared ta@the period in
2011 as we paid off $5,000,000 of our 7.00% Se@mmvertible Notes upon maturity in September 20id $6,894,000 of short-term debt to
Quest upon maturity in October 2012.

Gain on sale of instrument busines&ain on sale of instrument business was $1,830@0Me year ended December 31, 2012. This
gain was derived from the return in 2012 of fundkltin escrow from our 2006 sale of the instrunimrginess to Bio-Rad.

Gain on litigation settlement, neOn February 9, 2012, we entered into a Settlemgné@ment with Oppenheimer related to losses on
our short and long-term investments in previougsyddnder the terms of the Settlement Agreemeattdtal settlement was $1,000,000;
$535,000 ($379,000 net after legal fees and cests)paid in March 2012 and $465,000 ($331,000 fitet kegal fees and costs) was paid in
August 2012. The gain on litigation settlement esents recognition of the net proceeds received.
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Change in fair value of warrantsThere was no change in fair value of warrantsteryiear ended December 31, 2012 compared to
$378,000 for the same period in 2011. This decref$878,000 was due primarily to the relative éese in the Company’s stock price during
2011.

Reorganization itemsReorganization items were income of $88,000 foryer ended December 31, 2012 compared to expénse o
$96,000 for the same period in 2011. The increasedue to the one-time recognition of $103,000amts adjustments upon the formal
closure of our voluntary petition for relief (ouBankruptcy Filing”) under Chapter 11 of the Unitethtes Bankruptcy Code (“Chapter 11") in
the United States Bankruptcy Court for the DistotDelaware (the “Bankruptcy Court”) in Januaryl2(as well as minimal ongoing
reorganization costs in 2012.

Results of Operations—Year Ended December 31, 204% compared to Year Ended December 31, 2010
The selected summary financial and operating dateomillion for the years ended December 31, 28&d 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 revenue 1,92: 1,17¢ 74¢ 64
Cost of revenue
Product 12¢ 88 41 47
Total cost of revenu 12¢ 88 41 47
Gross profit 1,79¢ 1,08 707 65
Operating expense
Research and developmt 5,38 3,84¢ 1,53¢ 4C
Sales and marketir 5,53¢ 2,85i 2,68 94
General and administrati 8,50¢ 8,98¢ (475) (5)
Total operating expens: 19,43t 15,68¢ 3,74¢ 24
Loss from operation (17,647 (14,607 (3,039 21
Interest incom 64 40 24 6C
Interest expens (396 (497) 95 (19
Gain on investments in auction rate secur — 58 (58) —
Change in fair value and gain from warrant exeraist 37¢ 4,35: (3,975 (92)
Debt conversion cos — (147 141 —
Reorganization item (96) (1,677 1,581 (99
Reorganization iten—related party incentive ple — (6,939 6,932 —
Other income (expense), r (99 35¢ (457 (129
Loss before income tax (17,790 (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 en@egmber 31, 2011 compared to $308,000 for the gpemed in
2010. We recognized product revenue for the yede@mecember 31, 2011 for the sale of OVAL throQgkst Diagnostics. Quest
Diagnostics performed approximately 15,225 OVAlgekiring the year ended December 31, 2011 comparagproximately 6,155 tests for
the same period in 2010. We commercially launchegédDon March 9, 2010. Product revenue increasefii1000 for the year ended
December 31, 2011 compared to the same periodlid @0e to the increased volume of tests as weleas
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recognition of deferred revenue upon meeting thera for revenue recognition. During the fourthagter of 2011, we recognized $549,000 o
deferred revenue related to 2011 upon receipt @frsrual royalty report from Quest Diagnostics basefinal resolution of 11,708 tests.
During the first quarter of 2011, we recognized G060 of deferred revenue related to 2010 uporipeoéan annual royalty report from Qu
Diagnostics based on final resolution of 2,814stebéests which do not yet have final resolutior bé included in a future royalty report.
During 2010, we recognized only the $50 fixed feetpst in product revenue and recorded additipagients as deferred revenue.

License RevenueLicense revenue was $454,000 for the year endedrbeer 31, 2011 compared to $867,000 for the samedpe
2010. Under the terms of our secured line of criedh Quest Diagnostics, $3,000,000 principal wagifven upon the achievement of FDA
approval for OVAL. This amount is recognized aerlige revenue over the period of sales exclusivitgDDiagnostics received beginning on
the OVA1 commercialization date of March 9, 201&ense revenue decreased $413,000, or 48%, fget#reended December 31, 2011
compared to the same period in 2010 due to thensixte of the term of exclusivity for up to threed@ibnal years in Quest Amendment No. 4.
The balance of the $3,000,000 forgiven is beinggazed over the revised period of exclusivity.

Cost of Product RevenueCost of product revenue includes royalties on aktsspaid to JHU, as well as sample acquisitionlaind
gualification costs related to the testing of raddets for the assays included in OVAL to enshsytmeet the specifications required for
inclusion. Product cost of revenue was $129,00@Heryear ended December 31, 2011 compared to B8&#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 representrmsted to develop our technology and carry
out clinical studies, and include personnel-relaepenses, regulatory costs, reagents and supgkgsin research and development laborator
work, infrastructure expenses, including allocdteddlity occupancy and information technology costntract services and other outside c¢
Research and development expenses also includeretatied to activities performed under contradte wur collaborators and strategic
partners. Research and development expenses iedrbp$1,539,000, or 40%, for the year ended Deeei®ib, 2011 compared to the same
period in 2010. This increase was due primarilg &i,919,000 increase in clinical trial and coli@bon costs for the ongoing development of
our ovarian cancer program and our PAD blood testell as $435,000 for the Correlogic asset actjpiisivhich was expensed as the assets
acquired will be consumed in research and developadivities, with no alternative future use. Thé@screases were partially offset by
decreases in stock-based compensation expens@®n0H8 as well as decreases in depreciation ex@enseutside consulting services
compared to the same period in 2010 as well assadp sale and disposal of property and equipme2®10 which did not recur in 2011.

Sales and Marketing Expense®ur sales and marketing expenses consist primaripersonnel-related expenses, education and
promotional expenses, and infrastructure expemsasding allocated facility occupancy and inforioattechnology costs. These expenses
include the costs of educating physicians, laboygtersonnel and other healthcare professionabrdaty OVAL. Sales and marketing
expenses also include the costs of sponsoringrmeonyg medical education, medical meeting partiéggaand dissemination of scientific and
health economic publications. Our personnel-relatqubnses include the cost of our Territory Develept Managers, the subject matter
experts responsible for market development anddloedination of interactions with the Quest Diagiws sales team. Sales and marketing
expenses increased by $2,682,000, or 94%, forehegnded 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&alt with the sales and marketing team
while the Territory Development Managers were adulegt the course of 2010, a $540,000 increase mketing expenses related to the
continued commercialization and promotion of OV/Alveell as $141,000 increase in outside consultngices.

General and Administrative Expense&eneral and administrative expenses consist piynarpersonnel-related expenses, profession:
fees and other costs, including legal, financearwbunting expenses, and other
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infrastructure expenses, including allocated facdiccupancy and information technology costs. Ga&rend administrative expenses decrei
by $475,000, or 5%, for the year ended Decembe2@11 compared to the same period in 2010. Theedserwas primarily due to a
$1,422,000 decrease in stock compensation expseriseentive Plan costs were fully amortized in JB@#1. In addition, audit and tax related
service costs decreased $781,000 compared tore@eriod in 2010 due to the substantial effo20a0 to bring current all periodic reports
required by the Securities and Exchange Act of f8Bdwing emergence from bankruptcy. These de@gagere partially offset by a
$1,662,000 increase in legal costs due to the M#gation as well as Correlogic and shareholdeivattlitigation legal costs. General and
administrative stock-based compensation expens&2446,000 and $3,868,000 for the years endedrbleee31, 2011 and 2010,
respectively.

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

Gain on Investment in Auction Rate Securitie3here was no gain on investment in auction ratar#ézs for the year ended
December 31, 2011 compared to $58,000 in the samedpn 2010. The auction rate securities werd soDuly 2010.

Change in Fair Value and Gain from Warrant Exercisé&let. The change in fair value and gain from exerciseafrants was $378,000
for the year ended December 31, 2011 compared,8534€00 for the same period in 2010. The decreb$8,975,000, or 91%, was primarily
due to the relative decrease in the Company’s stack during the respective annual periods.

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

Reorganization Items Reorganization items for the year ended Decembge2(@ll1 totaled $96,000 compared to $1,677,00Chmsame
period in 2010. Reorganization items include prsifazal 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.

Reorganization Items—Related Party Incentive PlaAll Incentive Plan expenses during 2011 wereudeH in general and
administrative expense. Reorganization items ferythar ended December 31, 2010 amounted to $6@B2/e paid $5,000,000 in cash and
accrued $1,932,000 for the value of the vested@ustof 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 endedrbger 31, 2011 compared to other income of
$358,000 for the same period in 2010. Other expns2011 was due primarily to Delaware franchise Other income for the year ended
December 31, 2010 included an award of two gratthie aggregate sum of $489,000 under the Int&aaténue Service Qualifying
Therapeutic Discovery Projects Grant Program fer@yA2 and PAD programs.

Liquidity and Capital Resources

On March 9, 2010, we launched OVA1 commercially. Wik continue to expend resources in the sellind 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 e>ggen We paid $5,000,000 in September 2011 to rdggagutstanding 7.00% Notes. We p
$5,894,000 in October 2012 to repay the Secured tfrCredit with Quest Diagnostics. As of Decembir2012, we have $1,106,06portec
as short-term debt on our consolidated balance gateis in dispute with Quest Diagnostics.
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We have incurred significant net losses and negatish flows from operations since inception. At&aber 31, 2012, we had an
accumulated deficit of $323,445,000 and stockhaldaguity of $4,667,000. On December 31, 2012, ae $8,007,000 of cash and cash
equivalents and $3,197,000 of current liabilities.

We expect cash for OVAL from Quest Diagnosticsé¢mbr only material, recurring source of cash ih30n order to continue our
operations as currently planned through 2013 agdrix we will need to raise additional capital. &ivthe above conditions, there is
substantial doubt about the Company'’s ability totcwe as a going concern. The consolidated firsdustatements have been prepared on a
going concern basis and do not include any adjusgrteat might result from these uncertainties.

The successful achievement of our business obgctiill require additional financing and therefose, will need to raise additional
capital or incur indebtedness to continue to fundfature operations. We may seek to raise caftitaigh a variety of sources, including the
public equity market, private equity financing, leblorative arrangements, licensing arrangementipapublic or private debt.

Any additional equity financing may be dilutivegtockholders, and debt financing, if available, rimeplve restrictive covenants. If we
obtain additional funds through arrangements watfaborators or strategic partners, we may be redqubo relinquish our rights to certain
technologies or products that we might otherwigk de retain. Additional funding may not be avaitatvhen needed or on terms acceptable t
us. If we are unable to obtain additional capitad,may be required to delay, reduce the scope eliroinate our sales and marketing and/or
research and development activities.

Our future liquidity and capital requirements vdépend upon many factors, including, among others:
» resources devoted to establish sales, marketingliatribution capabilities
» the rate of product adoption by physicians andepédi
e our determination to acquire or invest in otherdourets, technologies and busines:
» the market price of our common stock as it afftioésexercise of stock options; a
« the insurance payer commur's acceptance of and reimbursement for OV

Cash and cash equivalents as of December 31, 2@llRecember 31, 2011 were $8,007,000 and $22,40,7r86pectively. At
December 31, 2012 and 2011, working capital wa295000 and $11,417,000, respectively.

Net cash used in operating activities was $10,3¥8f0r the year ended December 31, 2012, resuftimgarily from $7,146,000 net loss
incurred as adjusted for completion of the 2006 gai sale of instrument business to Bio-Rad of 1,800 and non-cash license revenues of
$454,000, partially offset by $1,295,000 of stoestd compensation expense. Net cash used in ogeaativities also included $2,472,000 of
cash used from changes in operating assets aiiliikatmainly driven by the $2,292,000 decreasaafounts payable and accrued liabilities.

Net cash used in operating activities was $15,881{0r the year ended December 31, 2011, resyttimgarily from operating losses
incurred as adjusted for a change in fair valueafrants of $378,000 and naeash license revenues of $454,000, partially offige$3,286,00(
of stock-based compensation expense.

Net cash provided by investing activities for tleayended December 31, 2012 was $1,816,000 duanisirto the receipt of escrow funi
upon completion of the 2006 sale of instrumentiess to Bio-Rad. Net cash used in investing am&/ivas $99,000 for the year ended
December 31, 2011, due to the purchase of propadyequipment.

Net cash used in financing activities was $5,888,f@0 the year ended December 31, 2012, which teyplrimarily from our $5,894,000
repayment of short-term debt with Quest DiagnostidSctober 2012.
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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 &alyr 2011 follow-on public offering partially offsby our $5,000,000 repayment of our
7.00% Senior Convertible Notes in September 2011.

Off-Balance Sheet Arrangements

As of December 31, 2012, we had no off-balancetsimeangements that are reasonably likely to hamarigent or future material effect
on our consolidated financial condition, result®pérations, liquidity, capital expenditures oritalpresources.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
Pursuant to Item 305(e) of Regulation S-K, inforimais not required.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Our consolidated financial statements, includingsodidated balance sheets as of December 31, 2@12G41 1, consolidated statements
of operations and comprehensive loss for the yeaded December 31, 2012 and 2011, consolidateshstats of changes in stockholders’
equity for the years ended December 31, 2012 atd,2bnsolidated statements of cash flows for @y ended December 31, 2012 and :
and notes to our consolidated financial stateméoggther with reports thereon of our independegistered public accounting firms, dated
March 1, 2013 and March 26, 2012, are attacheddarepages F-1 through F-27.

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

On April 4, 2012, we dismissed PricewaterhouseCropEP (“PwC”) as our independent registered pubticounting firm, upon
approval of the Audit Committee of the Board of &itors.

The audit reports issued by PwC for the years emsm@mber 31, 2010 and December 31, 2011 did mtaitoany adverse opinion or
disclaimer of opinion, nor were the reports quatifior modified as to uncertainty, audit scope apaanting principles, except that the audit
reports on the Company’s financial statementsteryears ended December 31, 2010 and Decembe®3B1 jixluded an explanatory
paragraph noting that the Company voluntarily filedChapter 11 bankruptcy protection on March3W)9 and subsequently emerged from
bankruptcy on January 22, 2010, and the audit tepothe Company financial statements for the year ended Dece®ibe?011 also include
an explanatory paragraph noting that there wasautisl doubt about the Company’s ability to conéras a going concern.

During the years ended December 31, 2010 and Dexre®ih 2011 and through April 4, 2012, the Compaidynot have any
disagreements (as defined in Item 304(a)(1)(iVRedulation S-K and the related instructions to 184 of Regulation S-K) with PwC on any
matter of accounting principles or practices, fitiahstatement disclosure or auditing scope orgutace, which disagreements, if not resolved
to the satisfaction of PwC, would have caused Pov@dke reference thereto in its report on the Cayigdinancial statements for such years
Also, during the years ended December 31, 201@avember 31, 2011 and through April 4, 2012, tihenee been no reportable events as
term is defined in Item 304(a)(1)(v) of Regulat®K, except that, as disclosed in Item 4 of the Gany’s Quarterly Reports on Form Dfor
the quarters ended March 31, 2010, June 30, 20dGeptember 30, 2010, management of the Compamyuctad that because the Company
filed for Chapter 11 bankruptcy protection on Magth 2009, the Company did not maintain sufficismaff with the necessary experience in
U.S. generally accepted accounting principlesnly perform its controls procedures relating t® déliccounting and reporting processes.
Specifically, the Company did not have sufficieot@unting and reporting expertise necessary to raatimates requiring significant judgment
or
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to record complex transactions in a manner necgssdacilitate the timely filing of all Forms reiyad by the Exchange Act of 1934, as
amended, and as a result, the Company was notcatiteely file all Forms required by the Exchanget ATherefore, management concluded
that this control deficiency constituted a matewabkness as of March 31, 2010, June 30, 2010 epig@ber 30, 2010.

On April 4, 2012, the Audit Committee approved émgagement of BDO USA, LLP (“BDO") as the Companyésv independent
registered public accounting firm to audit the Camys financial statements as of and for the yedirgg December 31, 2012. The Company
will ask stockholders at the 2012 annual meetingtotkholders to ratify the appointment of BDO las Company’s independent registered
public accounting firm for the year ended Decen81er2012.

During the years ended December 31, 2010 and Dezreddh 2011, and through April 4, 2012, the Compaigynot consult BDO with
respect to either (i) the application of accountinigciples to a specified transaction, either ctatgul or proposed; or the type of audit opinion
that might be rendered on the Company’s finandaksnents, and no written report or oral advice prasided to the Company by BDO that
was an important factor considered by the Compamgaching a decision as to the accounting, agddirfinancial reporting issue; or (ii) any
matter that was either the subject of a disagregrasrthat term is defined in Item 304(a)(1)(iv)Regulation XK and the related instructions
Item 304 of Regulation S-K, or a reportable evastthat term is defined in Item 304(a)(2)(ii) ofgRkation S-K.

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

We maintain disclosure controls and proceduresatetiesigned to ensure that information requindattdisclosed in the reports we file
or submit under the Exchange Act of 1934, is reedrgrocessed, summarized and reported withinrtreegeriods specified in the SEC’s
rules and forms, and that such information is aadated and communicated to our management, inajuolim Chief Executive Officer and
Principal Financial Officer, as appropriate, talltimely decisions regarding required financiaaiibsure.

An evaluation was performed under the supervisihwith the participation of our management, inalgdour Chief Executive Officer
and Chief Accounting Officer, of the effectivenedghe design and operation of our disclosure atetnd procedures, as defined in Rule 13¢
15(e) and Rule 15d-15(e) under the Exchange Aaif Becember 31, 2012.

Based on that evaluation, our Chief Executive @ffiand Chief Accounting Officer have concluded #eabf December 31, 2012 our
disclosure controls and procedures, as definedila R3a-15(e) and Rule 15(d)-15(e) under the Exgbact, were effective.

Management Report on Internal Control over Finandi&eporting

We are responsible for establishing and maintaiaihefjuate internal control over our financial réipgr We have assessed the
effectiveness of internal control over financigboeting as of December 31, 2012. Our assessmenbaszsi on criteria set forth by the
Committee of Sponsoring Organizations of the Tremd@ommission, or COSO, in Internal Control-IntégdaFramework.

Our internal control over financial reporting ip@cess designed to provide reasonable assuragaelireg the reliability of financial
reporting and the preparation of financial statet:iéor external purposes in accordance with gelyesatepted accounting principles in the
United States of America (“U.S. GAAP"). Our intetrantrol over financial reporting includes thos#ipies and procedures that:

(i) pertain to the maintenance of records thateasonable detail, accurately and fairly refleattoansactions and dispositions of our
assets
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(i) provide reasonable assurance that transactiomsecorded as necessary to permit preparatifinasfcial statements in accordance
with U.S. GAAP, and that our receipts and expemdglare being made only in accordance with authtioizs of our management
and board of directors; a1

(iii) provide reasonable assurance regarding priaior timely detection of unauthorized acquisitiose, or disposition of our assets
that could have a material effect on the finansiatements

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

Based on using the COSO criteria, management cdedloaur internal control over financial reportirgjad December 31, 2012 was
effective.

This Annual Report on Form 10-K does not includeatiestation report of our independent registergdip accounting firm regarding internal
control over financial reporting. Management’s asseent of the effectiveness of our internal coraxar financial reporting as of

December 31, 2012, was not subject to attestatiarubindependent registered public accounting fiumsuant to rules of the United States
Securities and Exchange Commission (“SEC”) thatnites smaller reporting company to provide only mgement’s report in this Annual
Report on Form 10-K.

Changes in internal control over financial reportin

There was no change in our internal control oveairitial reporting that occurred during the quagteted December 31, 2012 that has
materially affected, or is reasonably likely to evally affect, our internal control over financigporting.

ITEM 9B. OTHER INFORMATION
None.

51



Table of Contents

PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE
Information Regarding Directors

Our Board of Directors currently consists of sikegtors, following the reduction in size authorizsdthe Board of Directors to eliminate
the vacancy due to the resignation of Ms. Page.diteetors are divided into three classes haviaggared three-year terms, so that the term
one class expires at each annual meeting of sttadaso Any additional directorships resulting fram increase in the number of directors will
be distributed among the three classes so thagady as possible, each class will consist ofqaraenumber of directors. The classes are
currently comprised as follows:

» Class | directorsBruce A. Huebner and William C. Wallen, Ph.D. atass | directors, whose terms will expire at thetramnual
meeting following this one

» Class Il directorsJames S. Burns, Peter S. Roddy and Carl SeverisgiralClass Il directors, whose terms will expirtha 2014
annual meeting; an

» Class Il director and nominedohn F. Hamilton is a Class Il director, whosertevill expire upon the election of a new Class I
director at the 2012 annual meeting of stockhol@es “2012 Annual Meeting”). John F. Hamilton istmominated for re-election
at the 2012 Annual Meeting and the Board has namihBRoberta L. Della Vedova as the Class Il doeto fill the board seat
currently held by John F. Hamilto

Class Il Director Nominated for Election to a Tler&Year Term Expiring at the 2015 Annual Meeting

Roberta L. Della Vedovaage 59, has served as Vice President of HumaouRees and Head of Global Diagnostic Sales at €Rinse,
Inc., a global life sciences provider of innovateadl analysis products and technologies, sincel 204.1. From December 2010 to April 2011,
she served as eBioscience’s Director of Human Resswand Director of Global Diagnostic Sales. Med®a co-founded AlliedPath, Inc., a
CLIA certified laboratory providing molecular solidmor testing, and served as its President frame 2008 to November 2010. From
February 2006 to June 2008, Ms. Vedova served e Riiesident of Human Resources at CovX Reseakdh, & pharmaceutical research and
development organization focusing on cancer thergse As the owner of Organization Solutions Grdug. from December 2004 to
December 2008, she oversaw a training and develaipirsnchise that provided services to pharmacalitmedical device and biotechnology
organizations. At Gen-Probe Incorporated, a largdioal device organization with products rangirgrirblood screening to infectious disease
diagnostics, Ms. Vedova served as the Vice Presmfeddministration from January 2002 to Septem®@®4, and prior to that as Gen-Probe’s
Vice President of Human Resources. Ms. Vedovaaiseiously served as Director of Human Resourc&eaton Dickinson & Company, a
Fortune 500 manufacturer of medical diagnostic gmeint and supplies for hospital and laboratories. Wedova received her B.A. in Busin
Management from the University of Phoenix and he®Nh Executive Leadership from the UniversitySain Diego. She also has a lifetime
certification as a Senior Professional in HumandrReses and is a certified instructor of Zenger-&filFrontline Leadership.

The Board of Directors believes that Ms. Vedovaualified to serve as our director as an indepenidesstor representative because sh
brings a broad range of relevant industry expegdndhe Board, having previously provided directimd oversight to companies engaged in
the development, manufacture, and marketing oflaigents and instruments, as well as in the delioklgboratory services for cancer
diagnostics.

Class | Directors Continuing Office until the Néxtnual Meeting Following the 2012 Annual Meeting

Bruce A Huebner, age 62, has been our director since May 201lsangs as the Company’s Interim President and Ehxie€utive
Officer on November 26, 2012. Mr. Huebner served asanaging director for LynxCom Partners, LLCgalthcare consulting firm, from July
2010 through November 2012 and from July
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2008 through September 2009. From October 200@rte 2010, Mr. Huebner served as President and ERefutive Officer of TrovaGene,
Inc., a developer of molecular diagnostics prodbeised on the detection of transrenal genetic markeom May 2005 to July 2008, Mr.
Huebner served as President of Osmetech MolecudgmiDstics, where he successfully established Gsrhets a fully integrated business,
obtaining FDA clearance for four molecular diagimsticroarray products and introducing them torerketplace. From 2002 to 2004, Mr.
Huebner was President and Chief Operating Offi€&tamogen, Inc., a publicly held nanotechnologyhwécray company. From 1996 to 2002,
Mr. Huebner was Executive Vice President and Chieérating Officer of Gen-Probe, Inc. which todapme of the world leaders in the
development of nucleic acid tests, including a oon diagnostic tests for infectious disease tfiatawomen’s health. Mr. Huebner’s other
experience includes Vice President of Marketing 8abks at Quidel, Director of Marketing for the UaBid Director of Marketing and Market
Development in Europe for Hybritech, Inc., and was sales and marketing positions at Roche Diamgisoste currently serves as a director or
the board of directors of Pasadena Bioscience Baidive and Corgenix Medical Corporation. Mr. Hnebreceived his Bachelor of Science
degree in Chemistry from the University of Wiscanka Crosse and completed a graduate school sexgoutive program at Columbia
University.

Mr. Huebner’s broad experience with various diagicaompanies allows him to assist our Board in@sténg and refining our business
strategies and commercial objectives.

William C. Wallen, Ph.D., age 69, has been our director since February @@d&Gerves as Chairman of our Nominating and Gawee
Committee. Additionally, he is a member of our Audommittee and Compensation Committee, and sevmeglir Scientific Advisory Board
from April 2006 until February 2010, when he joirtbé Board of Directors. Dr. Wallen served as thei& Vice President and Chief Scient
Officer of IDEXX Laboratories, Inc. (“IDEXX") begining September 2003, and retired from IDEXX on MaB¢ 2010. Commencing in
December 2008, Dr. Wallen took on the positioreaiding its infectious disease product manufactusiperations. Dr. Wallen led IDEXX's
pharmaceutical products business from Septembed @0l IDEXX sold certain product lines and restiwred that business in 2008. Prior to
joining IDEXX, Dr. Wallen held various positions thiBayer Corporation, most recently as Senior \Hoesident, Research and Developm
and Head, Office of Technology for the Diagnosibigision of Bayer Healthcare. From 2001 to 2003, ®allen served as Senior Vice
President and Head of Research, Nucleic Acid Diatic® Segment; from 1999 to 2001, as Senior ViesiBent of Research and Developmen
Laboratory Testing Segment; and from 1993 to 1889/ice President of Research and Development, lmdiagnostic and Clinical
Chemistry Business Units. Before joining Bayer @ogtion, from 1990 to 1993, Dr. Wallen was Vicedient, Research and Development a
Becton Dickinson Advanced Diagnostics. Dr. Wallemimember of the American Association of CliniCaemistry, the American Society for
Microbiology, American Association for Cancer RasbaThe Leukemia Society of America, and the NewkyAcademy of Science. Dr.
Wallen has authored or co-authored 55 scientifi;epsiand articles covering topics in immunologyphaigy, oncology and detection
methodologies. Dr. Wallen received his B.S. in 2g9land M.S. in Microbiology from Michigan State iMersity, and Ph.D. in Molecular
Biology from University of Arizona College of Medie.

The Board of Directors has determined that based @y. Wallen’s extensive experience in researchd@velopment and corporate
governance matters in the diagnostics industryzasethe qualifications and skills to serve as a begrof our Board of Directors. Dr. Wallen
also brings to the Board a background in managuigip companies, which gives him the qualificatanmd skills to serve as a key member of
the Board’s Audit, Compensation, and Nominating &udernance Committees.

Class Il Directors Continuing Office until the 20Mnual Meeting

James S. Burns age 66, has been our director since June 2005asderved as Chairman of the Board since Septe28b2011. Mr.
Burns is currently President, Chief Executive Gdfiand director of AssureRx, Health, Inc., a peatiaad medicine company which speciali
in pharmacogenetics for neuropsychiatric disorderigr to joining AssureRx, Health, Inc., Mr. Bumsas the President and Chief Executive
Officer of
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EntreMed, Inc. from June 2004 to December 2008 aadidector from September 2004 to December 2008BMrns was a co-founder and,
from 2001 to 2003, served as President and as Exedtice President of MedPointe, Inc., a specialiyarmaceutical company that develops,
markets and sells branded prescription pharmaagsitiErom 2000 to 2001, Mr. Burns served as a feuadd Managing Director of
MedPointe Capital Partners, a private equity finattled a leveraged buyout to form MedPointe Phaemticals. Previously, Mr. Burns was a
founder, Chairman, President and Chief Executiviec@®f of Osiris Therapeutics, Inc., a biotech compdeveloping therapeutic stem cell
products for the regeneration of damaged or disetisgue. Mr. Burns has also been Vice ChairmandezfithCare Investment Corporation and
a founding General Partner of Healthcare Ventut®s, la venture capital partnership specializinfiprming companies building around new
pharmaceutical and biotechnology products; Gro@siBent at Becton Dickinson and Company, a mulgainal biomedical products
company; and Vice President and Partner at Booo#&@any, Inc., a multinational consulting firm. NBurns is a director of Symmetry
Medical Inc. (NYSE: SMA), a supplier of productgdaservices to orthopedic and other medical devicepanies. Mr. Burns received his B.S.
and M.S. in Biological Sciences from the Universifylllinois, and M.B.A. from DePaul University. He a 2012 Board Leadership Fellow of
the National Association of Corporate Directors.

Our Board of Directors has determined that basesh iyr. Burns’ extensive experience in the diagmssitidustry, and current and prior
directing and management experience, he has théicptaons and skills to serve as a member of Board of Directors.

Peter S. Roddyage 53, was appointed to our Board of DirectacsAudit Committee on February 18, 2010. Mr. Rotidg served as
Vice President and Chief Financial Officer of Palerapeutics, Inc. since July 2004, and as itsfGimeancial Officer since November 2002.
From 1990 to 2002, Mr. Roddy held a variety of semianagement positions at COR Therapeutics, i (art of Takeda Pharmaceutical
Company Limited), a biopharmaceutical company udiig Senior Vice President, Finance and Chiefiéiad Officer between 2000 and
2002. Prior to 1990, Mr. Roddy held a variety o$jions at Price Waterhouse & Company, Hewlett BetkCompany and MCM Laboratoris
Inc. Mr. Roddy received his B.S. in Business Admstiration from the University of California, Berkgle

Our Board of Directors has determined that baseuh tyir. Roddy’s extensive experience in the lifeeacie industry, including relevant
experience as an executive officer and chief firdrafficer, as well as experience at a major aotiog firm, he has the qualifications and
skills to serve as a member of our Board of Direscemd Chairman of the Audit Committee.

On December 2, 2011, a class action complaint élgjmiolations of certain securities laws was filghinst Pain Therapeutics, Inc. and
its executive officers, including Mr. Roddy, in thleS. District Court for the Western District of Xi&s by a holder of its securities and its
executive officers. This complaint alleged, amotigeothings, violations of Section 10(b), Rule Hand Section 20(a) of the Exchange Act
arising out of allegedly untrue or misleading statats of material facts made by Pain Therapeutigarding REMOXY during the purported
class period from February 3, 2011 to June 23, 2011

Carl Severinghaus age 60, was appointed to our Board of Directararch 3, 2010 and serves as our Compensation @teem
Chairman. In addition, he is a member of our A@bimmittee and also our Nominating and Governanger@ittee. Since January 1, 2011,
Mr. Severinghaus is Vice President, Head Globa#$S8IEM Components of the Tecan Group. Previousiy 2009 until 2011 he was
President of Tecan Americas, responsible for SalesCommercial Operations for the Americas Regimriyding US, Canada, Central and
South America. From 2007 until 2009, he lived irrigln and was Senior Vice President for Internati®@aes, responsible for Worldwide Se
and Operations. From 1999 to 2007, Mr. SeveringhassPresident and General Manager of Tecan U&. teBrbecoming President and
General Manager, he was Vice President of Sales #1@91 to 1998. Before he joined Tecan he was NakiBales Manager for American
Monitor Corporation.
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Mr. Severinghaus received his Bachelor of Fine Brgree from Drake University in 1974. Mr. Sevehiags is or has been a member o
the Analytical & Life Science System Associationctety for Laboratory Automation and Screening ()4nd also the American
Association of Clinical Chemistry (AACC).

The Board of Directors has determined that based Wyfr. Severinghaus’ demonstrated executive le\aagement and commercial
operations skills, both domestically and interraaity, he has the qualifications and skills to geag a member of our Board of Directors and :
key member of the Board’s Audit, Compensation, Bndhinating and Governance Committees.

Class Il Director Whose Term Will Expire at theddpning Annual Meeting of Stockholders

John F. Hamilton, age 68, has been our director since April 20080FL997 until his retirement in 2007, Mr. Hamiltserved as Vice
President and Chief Financial Officer of Depomenxt, | a specialty pharmaceutical company focuseentiancing pharmaceutical products.
Mr. Hamilton began his career in international agkvith The Philadelphia National Bank and Crocki@tional Bank, and went on to hold
senior financial positions at several bio-pharmécalicompanies including Glyko, Inc., which is n@ioMarin Pharmaceuticals, and Chiron
Corporation. Mr. Hamilton sits on the regional Bobaf Directors of the Association of Biosciencedfinial Officers, and is past-president of
the Treasurers Club of San Francisco. Mr. Hamitemeived his M.B.A. from the University of Chicagnd B.A. in International Relations
from the University of Pennsylvania.

Our Board of Directors has determined that baseoh tyir. Hamiltons extensive experience in finance and capital nisuig@ned throug
his education and his senior financial positiongagitous biopharmaceutical companies, he has théfigations and skills to serve as a mernr
of our Board of Directors. Mr. Hamilton also brinigsthe Board significant strategic and financigbertise and leadership experience.

Information Regarding Executive Officers
Set forth below is the information about our exeeubfficers in 2012:

Name Age Positions
Gail S. Pagt 57 President and Chief Executive Officer (form
Bruce A. Huebne 62 Interim President and Chief Executive Offi(
Eric J. Schoel 44 Chief Accounting Officel
Donald G. Munroe, Ph.D. 56 Chief Scientific Officer and Vice President of Ragsh and

Development (through February 28, 2013); SenioeVic
President of Business Development and Chief Séieificer
(effective March 1, 201z

William Creech 60 Vice President of Sales and Market

Gail S. Paggoined us in January 2004 as President of our Qistics Division and an Executive Vice President] aas promoted to
President and Chief Operating Officer of VermillionAugust 2005. Subsequently, Ms. Page becam®@@asident and Chief Executive Officer
and was named a director in December 2005 anddes/Bresident and Chief Executive Officer until tesignation on March 27, 2009 due to
our bankruptcy proceeding in 2009. In connectiothwiur emergence from bankruptcy in 2010, Ms. Reggreappointed as our Chief
Executive Officer on February 1, 2010. From Octdb@00 to January 2003, Ms. Page
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was Executive Vice President and Chief Operatinfic@f of Luminex Corporation. From 1988 to 2000,.Msge held various senior level
management positions with Laboratory CorporatioAmkrica (“LabCorp”). In 1993, Ms. Page was namedi8r Vice President, Office of
Science and Technology at LabCorp, responsiblehBsmanagement of scientific affairs in additioriite diagnostics business segment.
Additionally, from 1995 to 1997, Ms. Page headesl@ytology and Pathology Services business unitéaCorp. From 1988 to 2000, Ms.
Page was a member of the Scientific Advisory Ba@dridabCorp and chaired the committee from 199371 Prior to her years at LabCorp
and its predecessor, Roche Biomedical, Ms. Pagkeslan various functions in the academic field #mal diagnostics industry. Ms. Page
received her A.S. in Medical Technology in combimatwith a Cardiopulmonary Technology Diploma frdine University of Florida. Ms.
Page also completed an executive management caiuitse Kellogg School of Management at Northwestémiversity. On May 15, 2012, we
announced Ms. Page’s immediate resignation astditeand the mutually agreed termination withoutssaof Ms. Page as our President and
Chief Executive Officer, which was effective Decean2, 2012. Ms. Page became a consultant for thep@oy effective December 3, 2012.

Bruce A. Huebnewas appointed as the Company’s Interim PresideshiCimief Executive Officer on November 26, 2012. Muebner
has been a director of the Company since May 2@#iéll continue to serve on the Board. Mr. Huebmarst recently served as a managing
director for LynxCom Partners, LLC, a healthcarasdting firm. From October 2009 to June 2010, Nuebner served as President and Chie
Executive Officer of TrovaGene, Inc., a developemolecular diagnostics products based on the teteof transrenal genetic markers. From
May 2005 to July 2008, Mr. Huebner served as Peesidf Osmetech Molecular Diagnostics, where heesgfully established Osmetech as a
fully integrated business, obtaining FDA clearafaréfour molecular diagnostic microarray produatsl antroducing them to the marketplace.
From 2002 to 2004, Mr. Huebner was President andf@perating Officer of Nanogen, Inc., a publitigld nanotechnology/microarray
company. From 1996 to 2002, Mr. Huebner was Exeeutice President and Chief Operating Officer oh&&obe, Inc. which today is one of
the world leaders in the development of nucleid &ests, including a focus on diagnostic testsrifactious disease that affect women'’s health
Mr. Huebner’s other experience includes Vice Preasidf Marketing and Sales at Gen-Probe, Vice Beasiof Marketing and Sales at Quidel,
Director of Marketing for the U.S. and DirectorMfrketing and Market Development in Europe for Htgdmh, Inc., and various sales and
marketing positions at Roche Diagnostics. He culyeserves as a director on the board of direatbiRasadena Bioscience Collaborative and
Corgenix Medical Corporation. Mr. Huebner receivigiBachelor of Science degree in Chemistry froemWiversity of Wisconsin-La Crosse
and completed a graduate school senior executogram at Columbia University.

Eric J. Schoelpined us in July 2010 as our Corporate Controlr.has been our Chief Accounting Officer sincedbet 2011. Prior to
joining us, Mr. Schoen served as Revenue ContrfdleBorland Software from 2007 to 2010. From 2@0@007, he served in Corpor:
Controller and Director of Finance roles for Trijognterprises, Momentum Software and Alticast, Mc. Schoen also spent nine years with
PricewaterhouseCoopers, most recently as a Mairagiee audit and assurance, transaction serviatglabal capital markets practices. Mr.
Schoen received his Bachelor of Science in Finfmee Santa Clara University.

Donald G. Munroe Ph.D., joined us in October 2011 as our Chief Scientifiicer and Vice President of Research and Devabag.
Effective March 1, 2013, Dr. Munroe was named cemiSr Vice President of Business Development aniéfC3tientific Officer. Dr. Munroe
has extensive experience in the diagnostic induatrgt has been a key member of upper managemamumber of prominent diagnostic and
life science companies. He served as Vice Presittaniunoassay Research and Development from 20201d at Beckman Coulter, a
preeminent manufacturer of automated diagnostts tasd biomedical instruments. In this role, Dr.rivbe was responsible for launching key
Immunoassay menu additions and re-standardizirgliegiassays. He also initiated manufacturing seeénvestigations and product
improvement projects. Previously, Dr. Munroe worlkdnvitrogen Corporation in several roles inchglVice President, Research and
Development (Transplant Diagnostics) from 2006068, Vice President, Global Program and Portfolianlsigement (Corporate) from 2004 to
2005, and Director, Research and Development (GIBG@om 2002 to 2003. Dr. Munroe was Director othrology Commercialization
with Corning (Microarray Technologies) from
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2000 to 2002, and has 10 years of pharmaceutisebdery research experience at R.W. Johnson Phautieed Research Institute (1990 to
1995) and Allelix Biopharmaceuticals (1996 to 20aD). Munroe received his Bachelor of Science inl&jy from the University of Guelph,
Master of Science in Medical Sciences at McMasteivérsity and Ph.D. in Medical Biophysics at Unisigy of Toronto. Dr. Munroe has
served as a member of the Scientific Advisory Badrilinneapolis Community & Technical College asdi member of the American
Association for Clinical Chemistry and the Ameridassociation for the Advancement of Science. Drnkde is an inventor in seven granted
U.S. patents, and has authored peer-reviewed jatiblis on the molecular basis of cancer, gastrstim disorders, inflammation and other
topics.

William Creechoined us in March 2010 as Vice President of SatesMarketing. Prior to joining us, Mr. Creech szhas Principal of
WBC Consulting, where he provided strategic antidacconsulting services to clients in the medievices and diagnostics industry from
2008 until March 2010. Mr. Creech has over 30 yefexperience in the diagnostics industry, sendaag/ice President of Sales and Marke
at Capitol Vial, Inc. from 2005-2008 where he wesponsible for creating a sales organization aitidting a scalable pricing program that
increased gross margin 500 basis points. He alswhed a key new product, “Snappi&€s” , increasolgme 400% year over year while
increasing pricing by 30%. Mr. Creech was Vice Rigst of Corporate Accounts at Apogent Technoloffies 1998-2005 where he
negotiated multi subsidiary contracts with key oustrs such as Quest Diagnostics and IDEXX. Prithab Mr. Creech was Director of
Corporate Accounts at Ciba Corning/Chiron Diagrazstiom 1995 to 1998. At Abbott Diagnostics, hesedrin various sales, sales training
sales management and corporate roles for 14 years1f981 to 1995, receiving awards such as Presidanb for 4 straight years and was
sales rep of the year for the Diagnostics Divisidn. Creech served as an Armor officer in the UshiBtates Army from 1975 to 1981 and
graduated with a B.S. from Florida Southern College

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Exchange Act requires our etkee officers and directors, and persons who ovanenthan 10% of a registered class
of our equity securities, to file reports of owrtépsand changes in ownership with the SEC and arithnational securities exchange on which
such securities are traded or quoted. Executivearff, directors and such stockholders are reqbiyeSlEC regulations to furnish us with coj
of all Section 16(a) forms they file. As a practicwtter, we assist our directors and officers tgpleting and filing Section 16 reports on tt
behalf. Based solely on a review of the copiesuchgeports furnished to us, and the written repregtions of our directors and executive
officers, we believe that our directors and exeeutifficers, and persons who own more than 10%refjstered class of our equity securities,
complied with all applicable filing requirements fbe year ended December 31, 2012.

Code of Ethics

We have adopted the Vermillion, Inc. Code of Ethis applies to all our officers, directors andoéogees. The Code of Ethics is
available under the Investor Relations sectionusfveebsite at http://www.vermillion.com. We willstilose on our website any waiver of, or
amendment to, the Code of Ethics.

No Change in Director Nomination Process

As of the date of the filing of this Form 10-K, teehave been no material changes to the procetynetich security holders may
recommend nominees to our Board of Directors simeg@reviously provided the disclosures requiredtém 407(c)(2)(iv) or Item 407 (c)(3)
of Regulation S-K.

Audit Committee

The Board of Directors has established an Audit @dtee in accordance with section 3(a)(58)(A) af Bxchange Act. The Audit
Committee is currently composed of three directbhs:Roddy, Chairperson,
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Dr. Wallen and Mr. Severinghaus. The Board hasroeted that all members of our Audit Committee iadependent, as the term is currently
defined in NASDAQ Listing Rules 5605(a)(2). The Bobhas determined that Mr. Roddy qualifies as arditecommittee financial expert,” as
defined in applicable rules. The Board made a tatale assessment of Mr. Roddy’s level of knowledgd experience based on a number of
factors, including his experience as the chiefrfmal officer of other companies.

ITEM 11. EXECUTIVE COMPENSATION
Director Compensatio

Outside director§i.e., nonemployee directors) are compensated for their seas (1) a member of the Board of Directors, (@eanbe!
of any committee of the Board of Directors, andd®hair of any committee of the Board of Directérsr 2012, we adopted a compensation
program granting restricted stock units (“RSUs”ptdside directors with a targeted value on thatgate. The number of RSUs granted is
determined by dividing the targeted value by ditmgiaverage price of our common stock on the dagrant of the RSUs. 50% of the RSUs
granted to directors vested on June 1, 2012 andd3he RSUs vested on each of September 1, 20dDanember 1, 2012, except that 50%
of the RSUs granted to John F. Hamilton vested ¥&y2012 and 50% vested on December 13, 2012 die fact that Mr. Hamilton was not
nominated for re-election at the delayed 2012 AhMeeting. Outside directors did not receive anghcaompensation in connection with their
services as directors, nor did they sell any R®dsept that historically certain RSUs were soldatéstain directors only for the purpose of
covering their tax liability incurred in connectiavith the distribution of the RSUs. PeriodicallgetCompensation Committee reviews and
determines the adequacy of the compensation proffraautside directors, and based upon the restilitseir analysis, the Compensation
Committee will make recommendations in regardfi¢odompensation program for outside directorsedbard of Directors. During fiscal
year 2012, the outside directors were compensatéallaws, with the RSU awards being made as of #&y2012 based on a grant date vi
of $1.99 per RSU:

* The chairman of the Board received a total of 33,B8L’s;

» each other outside director received 30,000 R!

» the chairperson of the Audit Committee receiveddditional 6,000 RSU:

» the chairperson of the Compensation Committee vedean additional 4,500 RSL

» the chairperson of the Nominating and Governanaar@ittee received an additional 3,000 RS

» the other members of the Compensation Committele meived an additional 2,000 RSI

» the other members of the Nominating and Govern&uwramittee received an additional 2,000 RSUs;
» the other members of the Audit Committee each veckan additional 3,000 RSL
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The compensation earned by our outside directorthéyear ended December 31, 2012 was as follows:

Fees

Earned

or Paid

Stock

Name in Cash Awards (1)
James S. Burns — $ 69,65(
John F. Hamiltor — 51,30(
Peter S. Rodd — 71,64(
Carl Severinghau — 78,60¢
William C. Wallen, Ph.D — 75,62(
Total $ — $346,81"

(€3]

Nonqualified
Non-Equity Deferred
Incentive Plan Compensatior
Option All Other
Awards Compensatior Earnings Compensatior Total
$ $ — $ — $ — $ 69,65(
— — — 51,30(
— — — 71,64(
— — — 78,60¢
— — — 75,62(
$ $ — $ — $ — $346,81!

All outside directors received RSUs in lieu of aragh compensatio
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COMPENSATION COMMITTEE REPORT 1

Our executive compensation program for our NamegtHtve Officers is administered by the Compensatommittee of the Board of
Directors. The Compensation Committee has reviglvedCompensation Discussion and Analysis and dsecuthat analysis with
management. Based on its review and discussiohsmanhagement, the Compensation Committee recomrmdé¢adee Board of Directors that
the Compensation Discussion and Analysis be includ¢his proxy statement.

This report is provided by the following indepentldinectors of the Compensation Committee:

Carl Severinghaus, Chairman
William C. Wallen

! The information provided under the heading “Compéins Committee Report” shall not be deemed todmdi¢iting material” or “filed” or
incorporated by reference in future filings witletS8EC, or subject to the liabilities of Sectionaf&e Exchange Act, except to the extent
that it is specifically incorporated by referenntoia document filed under the Securities Act 33, %s amended (the “Securities Act”) or
the Exchange Ac
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COMPENSATION DISCUSSION AND ANALYSIS

This section describes the compensation prograradoNamed Executive Officers. In particular, théstion focuses on our 2012
compensation program and related decisions. Thep€nsation Committee annually reviews our executorpensation program to ensure
that it appropriately rewards performance thaieid to sound decision-making and creating stocldroldlue, and is designed to achieve our
goals of promoting financial and operational susdgsattracting, motivating and facilitating theéemtion of key employees with outstanding
talent and ability.

Named Executive Officers During 2012
The following executive officers were our Named Eixtive Officers during 2012.

Name Positions

Gail S. Pagt President and Chief Executive Officer (form

Bruce A. Huebne Interim Chief Executive Office

Donald G. Munroe, Ph.D. Chief Scientific Officer and Vice President of Raseh and

Development (through February 28, 2013); Senioe\Rcesident
of Business Development and Chief Scientific Offigeffective
March 1, 2013

William Creech Vice President of Sales and Market

On May 15, 2012, we announced the mutually agreedihation without cause of Gail S. Page as ousiBeat and Chief Executive
Officer, which was effective December 2, 2012, it Company entered into an employment agreemigéinta successor Chief Executive
Officer. Ms. Page became a consultant for the Cappé#fective December 3, 2012.

Compensation Philosophy and Objectives

The goal of our compensation program for our Nafeekcutive Officers is the same as for the overalih@any, which is to foster
compensation policies and practices that attractage and motivate high caliber talent by offeingipensation in a competitive range. We
are committed to a total compensation philosoph/structure that provides flexibility in responditggmarket factors; rewards and recognize:
superior performance; attracts highly skilled, aigeced and capable employees; and is fair andlfjsesponsible.

The Compensation Committee has designed and impltecheompensation programs for Named Executivec@fito reward them for
sustaining our financial and operating performaauee leadership excellence, to align their interesis those of our stockholders and to
encourage them to remain with us for long and pctde careers. Because bonus and equity compengaty a key role in aligning our
executives’ interests with our stockholders’ ingtse annual incentives and equity incentives caistan essential portion of the Named
Executive Officer compensation. However, most af @ampensation elements simultaneously fulfill onenore performance, alignment
and/or retention objectives.

Base salary and annual bonus are designed to reamatdil achievements and be commensurate withkdwitive’s scope of
responsibilities, demonstrated leadership abilitesl management experience and effectivenesotber elements of compensation focus on
motivating and challenging the executive to achigwgerior, longer-term, sustained results.
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In establishing compensation for the Named Exeeufficers, the following are the Compensation Catta®’s objectives:
» Attract, retain, reward and motivate high perforgh@xecutive talen

» Ensure senior officer compensation is aligned with corporate strategies, business objectivestantbhg-term interests of our
stockholders

» Increase the incentive to achieve key strategiertial and operational performance measures kintirincentive award
opportunities to the achievement of performancdsjioahese area

» Ensure that the elements of compensation, indiViiglaad in the aggregate, do not encourage exoesisk-taking; anc

* Enhance the officers’ incentive to increase the gamy’'s long term value, as well as promote retentibkey people, by providing
a portion of total compensation opportunities femisr management in the form of direct ownershithenCompany through stock
ownership.

The Compensation Committee reviews all componeintfssoNamed Executive Officers’ compensation, idahg annual base salary,
bonuses based on corporate and individual perfatamd equity compensation, perquisites and tetioimbased compensation. For equity
incentive compensation, which includes grants oJR&nd stock options, the Compensation Committéewes accumulated realized and
unrealized stock options and RSU gains. The CongtiemsCommittee also reviews the dollar value ®ekecutive and cost to the Company
of all perquisites, as well as the actual and te payout obligations under several potentiaésmvwce and change in control scenarios. In
addition, from time to time, the Compensation Cotteei may hire compensation and benefits consultarassist in developing and reviewing
overall executive compensation strategies. The @msgition Committee also receives input from theefdakecutive Officer regarding the
compensation of all executives other than the Chiefcutive Officer.

On June 6, 2011, we held a stockholder advisorg watthe compensation of our named executive officmmmonly referred to as a
say-onpay vote. Our stockholders approved the compensafiour named executive officers. As we evaluat@dcompensation practices ¢
talent needs, we were mindful of the strong supportstockholders expressed for our philosophynddrig compensation to our operating
objectives and the enhancement of stockholder vaAlsi@ result, our compensation committee decidedtain our general approach to
executive compensation.

Compensation Components

Our executive compensation program is designettrimcaexecutives with the requisite skills necegsa support our strategic objectiv
to reward executives for the achievement of nean-nd long-term objectives, and to retain exeestivy aligning compensation with the
longer-term creation of stockholder value, by depelg a sustainable business with consistent paegoce.

Our compensation program is comprised of the falhgwecomponents for the Named Executive Officers:
» Base Salariet
* Annual Incentive Bonus
e Equity Incentives
Employment Agreements providing for severance dr@hge in control benefits; ai
e Certain perquisites as well as 401(k) plan, heatith welfare plan benefit

The Compensation Committee believes that theseegltsnof compensation, when combined, are effectind,will continue to be
effective, in achieving the overall objectives of @ompensation program.
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Base SalariesExecutive salaries are determined based on thefrdateour comparator group, on evaluation of edfticer’s individual
performance throughout the year, level of respadlityiboverall salary structure, budget guideliresl assessment of our financial condition.
This approach ensures that our cost structurealldiv us to remain competitive in the markets. Batapaid to the Named Executive Officers
in fiscal 2012 were within the targeted range. Tmenpensation Committee normally reviews and adstappropriate the base salaries fo
Named Executive Officers in the first half of ea@iendar year. For fiscal year 20no adjustment of base salaryvas made to our existing
Named Executive Officer:

Annual Bonuse<onsistent with our objectives to tie a significpnttion of the Named Executive Officers’ total qoemsation to our
performance, all Named Executive Officers havergetabonus of a fixed percentage of their salatyth& beginning of each fiscal year, the
Compensation Committee establishes performanceuresaand goals, which typically include milestoagd targets. The Compensation
Committee typically assigns a weight value basexhuthe overall goals in order to ensure a balaapgdoach to the various factors applied to
determining bonus amounts. For fiscal year 201&sdlgoals, milestones and targets focused prin@rithe following:

e Continued commercialization of OVA1 and increasiest volume
» Advancing our pipeline
e Broadening reimbursement coverage for OVA1,;
e Cash usage and maintaining a strong cash pos
Also, at the beginning of each fiscal year, the @ensation Committee establishes bonus payout tafgeeéach Named Executive
Officer. The Compensation Committee generally distlabs the individual payout targets for each Nareecutive Officer based on the

executive’s position, level of responsibility andeziew of the compensation information of othempanies. For 2012, the payout targets for
each Named Executive Officer were as follows:

Gail S. Pagt 50% of annual base sale
Bruce A. Huebne $50,000 annuall

Donald G. Munroe, Ph.C 40% of annual base sale
William Creech 40% of annual base sale

After the close of each fiscal year, or other sticteframe as determined by the Compensation Comejithe Compensation Committee
assesses the performance of each Named ExecufiecerGfgainst the pre-established metrics. EachéthBxecutive Officer receives a bonus
based on his or her individual payout target ardpeuformance relative to the specific performagoal.

In its evaluation of performance for fiscal yead20the Compensation Committee considered thevigllp goals, milestones and targets:
(i) Continued commercialization of OVAL and incrieastest volume; (ii) Advancing our pipeline; (iBroadening reimbursement coverage fo
OVAL,; and (iv) Cash usage and maintaining a sticagh position. As a result of this evaluation,@mnmpensation Committee determined tha
the targets for the fiscal year 2012 had partib#ign met and further, as a cost saving measurtogrdserve cash, the Compensation
Committee decided that it was in the best intesétte Company to pay actual bonus payouts of agymately 53% of the aggregate bonus
target amount for the Named Executive Officergtigbelow. This resulted in the following payoutetch Named Executive Officer employ
by us during such period:

Donald G. Munroe, Ph.C $65,760

William Creech $34,263
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Ms. Page was terminated in 2012 and as such wamntited to any bonus payments for 2012. Mr. Heglwas named Interim Chief
Executive Officer on November 26, 2012 with an alrbonus package of $50,000. Thus, he was notgh@hus for 2012.

Equity Incentive Compensatiohhe equity component of our executive compensatrogram is designed to fulfill our performance
alignment and retention objectives. We previousintained the Vermillion, Inc. 2000 Stock Plan (tB800 Stock Plan”), which expired in
2010. We will make future equity awards under tB@®Plan, which was approved by the Board of Dinecon February 8, 2010 and by the
stockholders on December 3, 2010. The 2010 Pldrbeiihdministered by the Compensation CommittdaeBoard. Our employees,
directors, and consultants are eligible to recaivards under the 2010 Plan. The 2010 Plan perhdtgrianting of a variety of awards,
including stock options, share appreciation righastricted shares, restricted share units, ucesdrshares, deferred share units, performance
and caslsettled awards, and dividend equivalent rights. 200 Plan provides for issuance of up to 1,3228&8es of common stock, subj
to adjustment as provided in the 2010 Plan.

The 2010 Plan generally authorizes us to make awaskrving the following recourse against a pgditt who does not comply with
certain employment-related covenants, either dugimgloyment or for certain periods after ceasingg@mployed: we may terminate any
outstanding, unexercised, unexpired, unpaid, cerded awards; rescind any exercise, payment oratglpursuant to the award; or recapture
any shares (whether restricted or unrestricteghraoceeds from the participant’s sale of shareedgursuant to the award. These remedies al
also generally available to us for awards that @wdwdve had a lower grant level, vesting, or paynfenparticipant’s fraud or misconduct had
not caused or partially caused the need for a maafarancial restatement by us or any affiliate addition, all awards or proceeds from the
of awards made or earned pursuant to the 2010vRlbbe subject to the right of us to full recovemyith reasonable interest thereon) in the
event that the Board of Directors determines realsigrand in good faith that any participant’s fraardnisconduct has caused or partially
caused the need for a material restatement ofilnamdial statements for any fiscal year to whioh délward relates.

In general, the Named Executive Officers receiweittive stock option grants at the time of hireyaally thereafter, they receive
additional stock option grants or RSUs, as recontedrby the Compensation Committee. Stock optiontgrand RSUs are based on
individual performance and contributions toward dleshievement of our business objectives, as wellvasall Company performance. The
number of underlying shares that may be purchasesiipnt to the stock options granted to each Nafxedutive Officer varies based on the
executive’s position and responsibilities. In aidit amounts are determined by comparing the lefrefjuity-based compensation that is
awarded to executives of competing companies.

The grants of stock-based awards to Named ExecOffifieers during the year ended December 31, 2042\as follows:

Restricted Stock Awards All Other Option Awards:

Number of Shares of Number of Securities

Name Stock or Units Underlying Options
Gail S. Pagt — 150,00(
Bruce A. Huebne 34,00(® 100,00(
Donald G. Munroe, Ph.L — 35,00(
William Creech — 75,00(

@ Mr. Huebner was a member of our Board of Directhmsng all of 2012 and was appointed our InterimieEExecutive Officer on
November 26, 2012. The restricted stock grant sspried Mr. Huebn’s sole compensation as a Board member during :

On March 22, 2012, the Compensation Committee ghstiock options in lieu of RSUs to executive @fic Certain of such stock
options granted to executive officers are subjeet vesting schedule of equal
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vesting over the next 36 months, starting from Ma22, 2012. The rest of such options granted towkee officers are subject to a vesting
schedule of 100% vesting on March 31, 2013. Intamdithe Compensation Committee granted stoclooptto the interim Chief Executive
Officer on November 26, 2012 which are subject tmthly vesting over a one-year period. Such opsimards were granted to executive
officers as an incentive to create long-term stotdidr value and as a retention tool.

Employee Benefits ProgranBur employee benefits program primarily consisteaaf components: (1) severance and change in dontrc
arrangements and (2) perquisites and other benefits

Severance and Change in Control Arrangemente Compensation Committee believes that exeeuffficers have a greater risk of job
loss or modification as a result of a change inrtransaction than other employees. Accordingly, employment agreement with Ms. Page
as Chief Executive Officer included change of colnprovisions, and we have also entered into chamgentrol agreements with our Chief
Accounting Officer, Senior Vice President of Busia®evelopment and Chief Scientific Officer andé/Rresident of Sales and Marketing
under which they will receive certain payments badefits upon qualifying terminations that follovelzange in control. Our employment
agreement with Mr. Huebner as Interim Chief Exa@®fficer does not contain change of control psmris other than the acceleration of
vesting of his stock option grant. The principatgmse of the change in control agreements is teigecexecutive officers with appropriate
incentives to remain with us before, during anéradiny change in control transaction by providimg éxecutive officers with security in the
event their employment is terminated or materielgnged following a change in control. By providthgs type of security, the change in
control agreements help ensure that the executiic®is support any potential change in controhsi@ction that may be in the best interests o
our stockholders, even while the transaction magter uncertainty in the executive officer's pers@maployment situation. The Compensation
Committee believes that the payment of salary amekfits for one year for Ms. Page as Chief Exeeutificer and nine months for the Chief
Accounting Officer, Senior Vice President of Busia®evelopment and Chief Scientific Officer andé/Rresident of Sales and Marketing is
reasonable and appropriate to achieve the dedijedtives of the agreements.

Perquisites and Other Benefit®ur Named Executive Officers participate in canslard employee benefits programs including médica
dental, life, short-term and long-term disabilitgiirance, 401(k) Plan and flexible spending acaount

Method for Determining Compensation Amounts

In deciding on the type and amount of compensdtioeach executive, the Compensation Committeesstedlign the interests of the
Named Executive Officers with those of our stockleos. In making compensation decisions, the CongtiemsCommittee reviews tt
performance of the company and carefully evaluatesxecutive’s performance during the year agasistblished goals, leadership qualities,
operational performance, business responsibiliti@seer with the company, current compensatiomgements and long-term potential to
enhance shareowner value. The types and relatipertance of specific financial and other busindgsaives vary among our Named
Executive Officers depending on their positions #redparticular operations or functions for whibky are responsible. The Compensation
Committee does not adhere to rigid formulas wheardgning the amount and mix of compensation eldmd&ompensation elements for eact
executive are reviewed in a manner that optimiaesskecutive’s contribution to the Company, anteot$ an evaluation of the compensation
paid by our competitors.

The Compensation Committee reviews both currentgmalythe opportunity for future compensation toi@ah an appropriate mix
between equity incentive awards and cash paymemsier to meet our objectives. However, prior ktoeampensation gains are not consid
in setting future compensation levels. The mixahpensation elements is designed to reward reesults and motivate long-term
performance through a combination of cash and géuientive awards.
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The Compensation Committee has primary responyilidi assisting the Board of Directors in develgpand evaluating potential
candidates for executive positions, including tie€Executive Officer, or CEO. As part of this pessibility, the Committee oversees the
design, development and implementation of the corsgi@on program for the CEO and the other Named ke Officers. The Compensati
Committee evaluates the performance of the CEQdatetmines CEO compensation in light of the goats@bjectives of the compensation
program. The CEO and the Compensation Committezsashe performance of the other Named Executifieed$ and determine their
compensation, based on initial recommendations tr@CEO.

The Compensation Committee approves stock optiantgifor Named Executive Officers at the time oéhand thereafter, the
Compensation Committee annually reviews and apgretaxk option or RSU grants. Stock option and R&lnts are based on individual
performance and contributions toward the achievémeour business objectives, as well as overath@any performance. Amounts are
determined by comparing the level of equity-basmtdmensation awarded to executives of competing emiep, along with consideration for
attracting, retaining and motivating the execub¥fécers. The stock option and RSU grants made utide2010 Plan have provisions allowing
us to recoup awards if we are required to restaigorate financial statements.

Compensation Policies and Practices Regarding Riakagement

In fulfilling its role in assisting the Board irsitisk oversight responsibilities, the Compensa@ommittee believes that our
compensation policies and practices do not motivapeudent risk taking. Specifically, the CompeimatCommittee reviewed the following
features of our compensation programs that guaaithagexcessive risk-taking:

* our annual incentive compensation is based on bathperformance metrics that promote disciplinedjprss towards longer-term
Company goals

» we do not offer significant short-term incentivhattmight drive high-risk investments at the exjgenfslong-term Company value;
and

e our compensation awards are capped at reasonabkuatainable levels, as determined by a revietve&conomic position and
prospects, as well as the compensation offeredimparable companie

Tax and Accounting Considerations

Section 162(m) of the Internal Revenue Code (thed&) disallows a tax deduction to publicly-heldguanies for certain compensation
in excess of $1,000,000 paid to our chief executifieer and three other officers (other than theetfinancial officer) whose compensation is
required to be reported to our stockholders pursieatine Exchange Act. Certain performance-basegpemsation approved by our
stockholders, including option grants under the@®Blan, generally is not subject to the deductimit.| It is the Compensation Committee’s
policy to maximize the effectiveness of our exegitompensation in this regard.

We have granted stock options as incentive stotkmpin accordance with Section 422 of the Codgesui to the volume limitations
contained in the Code. Generally, the exercisendheentive stock option does not trigger any redton of income or gain to the holder. If 1
stock is held until at least one year after the ddtexercise (or two years from the date the op8ayranted, whichever is later), all of the gain
on the sale of the stock, when recognized for iretex purposes, will be capital gain, rather thatinary income, to the recipient.
Consequently, we do not receive a tax deductionstexk options that do not qualify as incentivecktoptions, we are entitled to a tax
deduction in the year in which the stock optiorsexercised equal to the spread between the eggnice and the fair market value of the
stock for which the stock option was exercised. fiblelers of the non-qualified stock options areggalty taxed on this same amount in the
year of exercise
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Named Executive Officer Compensation

President and Chief Executive Officédn December 31, 2005, we entered into an employagreement with Ms. Page as our Presider
and Chief Executive Officer. Under the terms of beginal employment agreement, Ms. Page had dialibase salary of $350,000, as
adjusted by the Board of Directors from time todjrwas eligible for a bonus of up to 50% of herebsalary that is based on the achieveme
reasonable performance-related goals as deterrindtde Board of Directors; had an initial optiorgt to purchase 40,000 shares of our
common stock at $9.00 per share; and had an anauallowance of $10,000. On November 18, 2008,RMge’s employment agreement was
amended and restated to reflect an annual basg £4%364,000 and to comply with (or be exemptexir) the applicable requirements of
Section 409A of the Code. Ms. Page’s employmertt wit was for an unspecified duration and constitta¢-will” employment. At the option
of either Ms. Page or us, with or without notidee Employment relationship may be terminated attiamg, with or without cause (as definec
the employment agreement) or for any or no cadisee kerminate Ms. Page’s employment for reasoherahan for cause, or if Ms. Page
terminates her employment for good reason (as e@fim the employment agreement), Ms. Page, upotuéirg a release of claims in favor of
us will be entitled to receive (i) continued payrnehbase salary for a period of 12 months, (iijrigtiate vesting of 24-months of any options
previously granted by us in addition to a 24-mapehiod after termination to exercise any or alhef vested options to purchase our common
stock; and (iii) continued health and dental bergfaid by us until the earlier of 12 months aféemination or the time that Ms. Page obtains
employment with reasonably comparable or betteltthhead dental benefits. Additionally, if Ms. Pag&mployment is terminated by us for
reasons other than for cause or by her for goabrewithin the 12-month period following a changeontrol (as defined in the employment
agreement), Ms. Page will receive (i) continuedrpegt of base salary for a period of 12 monthsjrilnediate 100% vesting of any then
unvested options previously granted by us in aolditd a period after termination at the discretbns to exercise any or all of her vested
options to purchase our common stock; and (jiiftiomed health and dental benefits paid by us timilearlier of 12 months after terminatiol
the time that Ms. Page obtains employment withareakly comparable or better health and dental fitsn&fs. Page’s employment agreement
also contains a “non-solicitation” clause, whicbyides that, in the event that Ms. Page’s employriseterminated, she is prohibited from
directly or indirectly soliciting or encouragingyaamployee or contractor of us or our affiliate¢dominate employment with or cease
providing services to us or our affiliates; andhpbited from soliciting or interfering with any man engaged by us as a collaborator, partner,
licensor, licensee, vendor, supplier, customelientto our detriment. On September 28, 2010, Rége’s employment agreement was furthe
amended and restated to increase her annual Hasgfsam $364,000 to $385,000.

On May 15, 2012, we announced the mutually agreedihation without cause of Ms. Page as our Prasiaied Chief Executive Office
which was effective as of December 2, 2012, afteewtered into an employment agreement with a ssoc€hief Executive Officer. Due to
her mutually agreed termination without cause, pams$ to the terms of her employment agreement aggparation agreement, Ms. Page
received (i) a payment equivalent to 12 monthsasfebsalary, (ii) upon the effective date of terrioma immediate vesting of 24-months of any
options and RSUs previously granted by us in agiditb a 24-month period after termination to exa@ny or all of her vested options to
purchase our common stock; and (iii) continuedtheshd dental benefits paid by us until the eadfet2 months after the effective date of
termination or the time that Ms. Page obtains egnplknt with reasonably comparable or better healthdental benefits.

Interim President and Chief Executive Officédn November 26, 2012, we entered into an employmagreement with Mr. Huebner as
our Interim President and Chief Executive offideursuant to the terms of the employment agreementyill pay Mr. Huebner an annual base
salary of $252,000. We will also pay Mr. Huebnédxoaus of $50,000 upon completion of his employntemh, which term shall be from
November 26, 2012 through the earlier of (i) Novemd6, 2013, (ii) the Compa’s hiring of a permanent Chief Executive Officer(iay such
other date as determined by the Board. On Nove2®e2012, the Board granted Mr. Huebner an optigoutrchase 100,000 shares of the
Company’s common stock. The shares subject to the
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option will vest monthly over a twelve (12) montérjpd, provided that 100% of the shares subjettieaption will vest immediately upon a
change in control of the Company or the Companifiadnof a permanent chief executive officer, suabja each case to his continuing
employment with the Company. Mr. Huebner will absoeligible for performance-based stock option trdased on achieving milestones
approved by the Board.

Chief Scientific Officer and Vice President of Resk and Development (former); Senior Vice PresiddrBusiness Development and
Chief Scientific Officer (effective March 1, 2013n September 23, 2011, we entered into an employaggeement with Donald G. Munroe,
Ph.D., effective October 11, 2011. Pursuant ta¢hms of the employment agreement between the Caoyrgoad Dr. Munroe, the Company
will pay Dr. Munroe an annual base salary of $260,Dr. Munroe will be eligible for a bonus of up40% of his base salary for achievement
of reasonable performancelated goals and milestones. In the event Dr. ideis terminated without cause or resigns for geadon (as the
terms are defined in the employment agreements &stitled to receive: (i) continued payment of base salary as then in effect for a period
of nine months following the date of terminationggii) continued health and dental benefits paidie Company until the earlier of nine
months after termination or the time that Dr. Munabtains employment with reasonably comparableetier health and dental benefits.
Additionally, if Dr. Munroe’s employment is termiteal without cause or if he resigns for good reasibhin the 12-month period following a
change of control (as the term is defined in thplegment agreement), then, in addition to the sawves obligations due to Dr. Munroe as
described above, 50% of any then-unvested opticengqusly granted by the Company will vest uponda& of such termination.

Vice President of Sales and Marketi@n April 4, 2012, we entered into an employmentagrent with William Creech, effective April
4, 2012. Pursuant to the terms of the employmergeggent between the Company and Mr. Creech, thep&@ayrwill pay Mr. Creech an anni
base salary of $225,000. Mr. Creech will be eligifar a bonus of up to 40% of his base salary ¢bievement of reasonable performance-
related goals and milestones. In the event Mr. @réeterminated without cause or resigns for gaagon (as these terms are defined in the
employment agreement), he is entitled to receiyeoptinued payment of his base salary as theffect for a period of nine months followil
the date of termination; (ii) immediate vestingg®P6 of any unvested options previously grantecheyGompany to him, in addition to a 24-
month period after termination to exercise any alhdf his vested options to purchase the Compangrsmon stock; and (iii) continued health
and dental benefits paid by the Company until #réier of nine months after termination or the tithat Mr. Creech obtains employment with
reasonably comparable or better health and deatadflis. Additionally, if Mr. Creech’s employmestterminated without cause or if he
resigns for good reason within the 12-month pefatidwing a change of control (as the term is definn the employment agreement), then, ir
addition to the severance obligations due to Mee€h as described above, 50% of any then-unveptaihs previously granted by the
Company will vest upon the date of such termination
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Compensation for the Named Executive Officers i22ihd 2011

The compensation earned by the Named Executived$fifor the years ended December 31, 2012 andw84 &s follows:

Non- Nonqualified
Equity Deferred
Incentive ~ Compensatior All Other
Stock Option Compensatior
Name and Principal Position Year Salary  Bonus Award (1) Awards Plan @ Earnings ©) Total
Gail S. Pag: 201z $35291° $ — $ 258,88 $168,83° $ — 3 — 3 508,854  $1,289,49:
President and Chief Executive Officer (form 2011  385,00( — 1,085,940 76,72¢ 57,75( — 22,2804  1,627,70.
Bruce A. Huebne 201z 25,84 — 67,66(5) 7,86¢ — — 4,80((®) 106,17
Director and Interim Chief Executive Offic 2011 — — 26,49:5) — — — 9,20((®) 35,69:
Donald G. Munroe, Ph.L 2012 250,00( — — 61,80: 65,76( — 572 378,13:
Chief Scientific Officer and VP of Research and 2011 55,92¢ — — 7,42¢ 6,74( — 30,0947 100,19(
Development(10)
William Creech 201z 225,00( — 27,53: 80,98: 34,26 — 7,1218) 374,90«
Vice President of Sales and Market 2011 214,23t — 21,68¢ 56,708 27,00( — 7,40((8) 327,02

(€3]

@
®

@)

®)

(6)
Q]
®)
©)

(10)

Represents non-cash, equigtated compensation. More information regardirestéhawards is included the Compensation Discussid
Analysis as well as in Note 8 to our Annual Remort~orm 1+-K for the year ended December 31, 2C

Amount represents performance bonus for fiscal 2642 and 2011

Includes non-cash, equity-related compensatiorrahéted as of the date of grant for restricted stetards pursuant to the Debtor’s
Incentive Plan and included in the Company’s finalhgtatements for 2011. In 2011, includes $993ff&® Debtor’s Incentive Plan and
$92,166 for 2011 Restricted Stock Awar

In 2012, represents $385,000 severance paymen82HPTO payout, $18,000 consulting fees, $17,138-employment benefit
payments, tax gross-up on stock awards of $36,486824 for insurance premiums. In 2011, repregemtgross-up payments on stock
awards of $21,709 and $572 for insurance premi

Represents Mr. Huebner’'s compensation as a menfloer 8oard of Directors for 2012 (prior to his apptment as Chief Executive
Officer on November 26, 2012) and 20

Represents Mr. Huebr’'s consulting income prior to his appointment ase€Bkecutive Officer on November 26, 20:
Includes on-time payment of relocation assistance of $30,!

Includes Mr. Creec's car allowance of $6,600 in 2012 and $6,900 in2

All Other Compensation also includes Company pastiiance premiums of less than $1,(

Effective March 1, 2013, Dr. Munroe was named cemi8r Vice President of Business Development anéf(3tientific Officer.
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The outstanding equity awards held by the Named ke Officers as of December 31, 2012, were Hovis:

Option Awards Stock Awards

Equity

Incentive
Equity Plan

Incentive Awards:

Plan Market
Number Awards: or Payout

Equity Number

Incentive of of Value of

Plan Shares Market Unearnec  Unearnec
Awards: or Units Value of

Number of Number of Shares Shares, Shares,

Securities Number of of Stock or Units Units or Units or

Underlying Securities Securities of Stock Other Other

Unexerciset Underlying Underlying Option that that Rights Rights
Unexercised Exercise Option have have not that have that have

Options — Options — Unearned Expiration not Vested not not

Name Exercisable  Unexercisabl¢ Options Price Date @) Vested 2 Vested Vested
Gail S. Page 138,88t — — 1.62 12/2/201: — — — —
125,00( — — 230 12/2/201 — — — —
35,99¢ — — 14.7C 12/2/201: — — — —
25,00( — — 1200  12/2/201 — — — —
39,99¢ — — 9.0C 12/2/201: — — — —
12,50( — — 21.9( 12/2/201: — — — —
9,99¢ — — 29.6( 12/2/201: — — — —
Bruce A. Huebne 8,33: 91,66 — 1.1¢  11/25/202; — — — —
Donald G. Munroe, Ph.L 2,50( 32,50( — 1.62 3/21/202. — — — —
36,45¢ 88,54 — 1.9¢ 11/7/202: — — — —
William Creech 12,50( 62,50( — 1.62 3/21/202. 8,33¢ 11,00: — —
6,87: 3,121 — 286t 3/18/202! — — — —

@ Stock options vest ratably on a monthly basis eitiver 12 or 36 month period, commencing on the déthe grant, or over four years
follows: 25% of the shares vest one year followtimg vesting commencement date, with the remainfi¥g vVesting in equal monthly
installments over the next three years. In addjto@ntain option grants cliff vest after a one yeariod from grant date. Each option
expires 10 years after the date of the grant dhércase of an incentive stock option, such shteten as may be provided in the
applicable agreemer

@ The fair value of our common stock as of Decemter2B12 was $1.32 per sha
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Potential Payments Upon Termination

A severance payment of $385,000 and benefits hot&ll 7,100 became payable to Gail S. Page upoteimeination in December
2012.The following table set forth amounts payablthe other Named Executive Officers should aiceffbe terminated as of December 31,
2012:

Immediate Health
Continued Non- and
Payment Equity Vesting of Dental
of Base Incentive Stock Insurance
Name Termination Scenario Salary Payout Options ®) Benefits (4)
Bruce A. Huebne® Termination® $ — $50,00( $11,91° $ —
Within 12 Months
After Change-in
Control®@ — 50,00( 11,91° —
For caust — — — —
Donald G. Munroe, Ph.L Termination® 187,50( — — 20,00t
Within 12 Months
After Change-in
Control®@ 187,50( — — 20,00¢
For caust — — — —
William Creech Termination® 168,75( — — 13,90¢
Within 12 Months
After Change-in
Control®@ 168,75( — — 13,90¢

For caust — — — —
@ Termination includes the following separation sc&@® involuntary termination not for cause or gesition for good reason (in all cases,
assuming the executive is not entering into contipetor other activity detrimental to u:

@ Termination of employment by us for reasons othantfor cause or by Named Executive Officers fardyreason within the 12-month
period following a change in control (as definedha respective employment agreemer

@ Assumes each Named Executive Officer exercisedeatied, in-the-money options at $1.32 (the Decer@bg012 closing price of our
common stock). These amounts are in addition t@xi&ing value of options vested at December 812z

@ Assumes each Named Executive Officer does notmketaployment with reasonably comparable or betaith and dental benefits
within the time period specified in the respectigmnployment agreemen
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

See the description regarding our equity compemsaians contained in Item 5 of this Form 10-K @mthe notes to our financial
statements, attached hereto.

Security Ownership of Certain Beneficial Owners andMlanagement

The following table sets forth certain informatikmown to us regarding beneficial ownership of aummon stock as of December 31,
2012, by (1) each person known by us to be theflotseowner of five percent or more of the outstarg shares of the common stock, (2) €
director as of December 31, 2012, (3) each Namett e Officer as of December 31, 2012, and (Wiedctors and executive officers as of
December 31, 2012 as a group. All shares are dutbjéitze named persansole voting and investment power except whereratise indicatec
Unless otherwise noted below, the address of eawbfizial owner listed in the table is c/o Vernaiii Inc., 12117 Bee Caves Road, Building
Three, Suite 100, Austin, TX 78738.

Beneficial ownership is determined in accordandd WRiule 13d-3(d)(1) under the Exchange Act. Shafe®mmon stock, which are
issued and outstanding, are deemed to be benbfioiahed by any person who has or shares votingwastment power with respect to such
shares. Shares of common stock which are issuglole exercise of options or warrants are deemee isdued and outstanding and
beneficially owned by any person who has or sheméiag or investment power over such shares ortlydéfoptions or warrants in question are
exercisable within 60 days of December 31, 2018, amany event, solely for purposes of calculatimat person’s percentage ownership of th
common stock (and not for purposes of calculativegercentage ownership of any other person).

The number of shares of common stock deemed odisghand used in the denominator for determininggrtage ownership for each
person equals (i) 15,200,079 shares of common stotstanding as of December 31, 2012, plus (iihsuanber of shares of common stock as
are issuable pursuant to RSUs, options, warrantervrertible securities held by that person (ardugling RSUs, options, warrants and
convertible securities held by other persons) wiigy be exercised within 60 days of December 31220

Percentage
Number of of
Common Outstanding
Stock
Shares Shares
Beneficially Beneficially
Name and Address of Beneficial Owne Owned Owned

Beneficial Owners more than 5%:
Quest Diagnostics Incorporat®
1290 Wall Street We: 860,59! 5.6€%
Lyndhurst, NJ 0707

Directors and Named Executive Officers

James S. Burr® 164,10¢ 1.0&%
John F. Hamiltor® 148,70¢ *
Bruce A. Huebne® 99,42¢ *
Peter S. Rodd 69,70( *
Carl Severinghau 67,00( *
Roberta L. Della Vedova (Nomine — *
William C. Wallen, Ph.D 79,20( *
Gail S. Page® (Former President and Chief Executive Offic 612,29; 3.95%
Donald G. Munroe, Ph.[®) 44,72 *
William Creech(® 44,31 *
All Directors and Executive Officers as a Group(11 persons® 1,378,40 8.74%
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* Less than 1%

@ Quest Diagnostics Incorporated is a publicly-h@thpany. Quest Diagnostics Incorporated’s executifieers are responsible for

running the business of the company and thus, eseevoting and investment control over the shaveseal by Quest Diagnostics
Incorporated

@ Includes 40,400 shares issuable upon exercisetmingpexercisable within 60 days of December 31,2

® " Includes 30,000 shares issuable upon exercisetimingpexercisable within 60 days of December 31,22

® " Includes 24,999 shares issuable upon exercisetimingpexercisable within 60 days of December 31,22

® " Includes 387,385 shares issuable upon exercisptioing exercisable within 60 days of December 3122

© " Dr. Munroe is our Chief Scientific Officer and Vi@esident of Research and Development. EffectigecM1, 2013, Dr. Munroe was

named our Senior Vice President of Business Dewedop and Chief Scientific Officer. Amount represesihares issuable upon exercise
of options exercisable within 60 days of Decemigr2912.

@ Includes 24,232 shares issuable upon exercisetimingpexercisable within 60 days of December 31,22

® " The group includes James S. Burns, John F. Hamlinrce A. Huebner, Gail S. Page, Peter S. Roddy, &veringhaus, Roberta L.

Della Vedova, William C. Wallen, Ph.D., Eric J. $em, Donald G. Munroe and William Cree

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE
Transactions with Related Persons

For the years ended December 31, 2012, we didngatge in nor are we currently proposed to engageyrtransaction or series of
similar transactions to which we were or are talparty in which the amount involved exceeds $12D#&nd in which any director, executive
officer, holder of more than 5% of our common stoclany member of the immediate family of any @& fbregoing persons had or will have a
direct or indirect material interest other thandinpensation agreements and other arrangemerit afe described in “Executive
Compensation,” and (2) the transactions descriledaib

Relationship with Quest Diagnostics Incorpora

Quest Diagnostics Incorporated (“Quest Diagnoslitsa significant stockholder of Vermillion. Only@2, 2005, we entered into a
strategic alliance agreement (the “Strategic AimAgreement”) with Quest Diagnostics to develop emmmercialize up to three diagnostic
tests from our product pipeline (the “Strategiciddice”). The Strategic Alliance Agreement was aneehith expire on the earlier of (i) October
7, 2012 and (ii) the date on which Quest Diagnestiade its third development election. Quest Diatjo® has selected two diagnostic tests tc
commercialize, a peripheral arterial disease btestland OVAL, prior to the October 7, 2012 exmrabf the Strategic Alliance. Pursuant to
the Amended Strategic Alliance Agreement, Quesgbiatics will have the non-exclusive right to comeonaize each of these tests on a
worldwide basis, with exclusive commercializatidghts in the clinical reference lab marketplaceach restricted territory, as the term is
defined in the Amended Strategic Alliance Agreembaginning on the date each test is first comraéizeid and ending on the third
anniversary of the date that such test is clearegproved by the United States Food and Drug Aditmation (“FDA”). As part of the
Strategic Alliance, there is a royalty arrangemerter which Quest Diagnostics will pay royaltiesitobased on fees earned by Quest
Diagnostics for applicable diagnostic services, apdvill pay royalties to Quest Diagnostics basedaor revenue from applicable diagnostic
products. On November 10, 2010, we entered intodment No. 4 to the Strategic Alliance Agreemernhwuest Diagnostics. Pursuant to
this Amendment, Quest Diagnostics will have thdwesige right to commercialize OVAL for up to thradditional years from the period as
specified in the Strategic Alliance

73



Table of Contents

Agreement. The Amendment also establishes royaftes, and other payments related to the perfacenahOVAL. Quest Diagnostics will
pay us a fixed payment of $50 for each domestic @yArformed, as well as 33% of its “gross margas the term is defined in the
Amendment.

Directors and Executive Office

On June 17, 2011, we entered into a consultingeageat with Bruce A. Huebner, a member of our Badrirectors. Pursuant to the
terms of the consulting agreement, Mr. Huebner idexi consulting services regarding sales, markeboginess development and corporate
strategy and was paid $200 per hour. For the ye@edDecember 31, 2012 and 2011, the total amdwunsulting fee expense for Mr.
Huebner was $5,000 and $9,000, respectively. Orehiver 27, 2012, we announced the appointment oHMebner as Interim Chief
Executive Officer. Mr. Huebner continues to sermenar Board of Directors.

On December 3, 2012, we entered into a consultmgesnent with our former President and Chief Exgeudfficer and director, Gail S.
Page. Pursuant to the terms of the consulting agget Ms. Page will assist the Company as needeliiding providing advice and
recommendations with respect to the developmentaminercialization of the Company’s existing anaifa diagnostic tests, and managing
and developing relationships with existing and fatcollaborators and partners. She will provideimimum of 48 and a maximum of 96 hours
of consulting services per month. In considerat@rsuch services, we will pay Ms. Page a monthly ¢f $18,000, plus $250 for each hour of
services provided in excess of the 48 hour minimtine Consulting Agreement has an initial term gfrabnths, after which it may be renev
for an additional six month term by mutual agreenwérthe Company and Ms. Page. For the year enagegmber 31, 2012, the total amour
consulting fee expense to Ms. Page was $18,000cdi&ulting agreement has been terminated wittifaotee date of March 15, 2013.

In November 2011, we entered into a consultingement with our former Senior Vice President ande€Bcience Officer, Eric T. Fur
M.D., Ph.D.. Pursuant to the terms of the consgléigreement, Dr. Fung served as our Chief Meditfad& and a member of our Scientific
Advisory Board. Dr. Fung’s consulting agreement 8céentific Advisory Board services were terminairedune 2012. For the year ended
December 31, 2012 and 2011, the total amount cfudting fee expense for Dr. Fung was $27,000 and0®5 respectively. During 2012, Dr.
Fung also continued to vest in restricted stockaifair value of $11,000 until the terminatiortloé consulting agreement.

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 ages¢, our former Vice President of Strategy proglidensulting services. This consulting
agreement was terminated in June 2012. For thegyebed December 31, 2012, the total amount of dmgdee expense to our former Vice
President of Strategy was $23,000 and the fairevaficontinued vesting in restricted stock was @Q,0ntil the termination of the consulting
agreement.

We have entered into indemnification agreements @dtch of our directors and executive officers,clvhiequire us to indemnify our
directors and officers to the fullest extent petedtby law in the State of Delaware.

Review and Approval of Transactions with Related Pesons

Our written corporate governance guidelines reqalirmmembers of the Board of Directors to inforre thudit Committee of the Board of
Directors of all types of transactions between thelres (directly or indirectly) and the Companyopto their conclusion, even if such
transactions are in the ordinary course of busingss Audit Committee reviews and approves allteglgarty transactions for which Audit
Committee approval is required by NASDAQ Listingl&uand other applicable laws. The guidelines piswide that the Board of Directors
should ensure that there is no abuse of corposattsaor unlawful related party transactions. @uparate governance guidelines are posted
under the Investor Relations section of our welsitettp://www.vermillion.com
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Independence of the Board of Directors and Nominee

After a review of all relevant transactions or telaships between each director and our recommendainee for election, or any of his
family members, on the one hand, and the Compamysenior management and its independent regisperelit accounting firm, on the other
hand, the Board has affirmatively determined thatrecommended nominee for election, and all ofditgctors other than Mr. Huebner (by
virtue of his recent appointment as our Interime€iiixecutive Officer) are, or, in the case of mzammended nominee, would be if elected,
independent directors, as the term is currentlinddfunder NASDAQ Listing Rule 5605(a)(2).

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
Audit Fees and Non-Audit Fees

On April 4, 2012, the Audit Committee of the Boaalected BDO USA, LLP to serve as our independagistered public accounting
firm. BDO USA, LLP has represented to us that intdependent with respect to the Company withinntleaning of the published rules and
regulations of the SEC. Prior to April 4, 2012,deiwaterhouseCoopers LLP served as our indepeneigistered public accounting firm.

The following is a summary of the fees and servimesided by BDO USA, LLP for fiscal year 2012 andcewaterhouseCoopers LLP
for fiscal year 2011.

2012 2011
Audit fees $146,41: $298, 78t
Audit-related fee: — —
Tax fees 31,952 —
All other fees® ® 15,107 25,97
Total $193,47: $324,75

" Includes $12,497 of fees paid in 2012 for preparatif the 2011 income tax provision and servicesided prior to BDO USA, LLP

being named our independent registered public actzaufirm.

@ Represents $23,012 in fees for the preparationo2011 federal and state tax returns and $8,9448 Foss limitation study under IRC

Section 382 as of December 31, 2C

All other fees in 2012 included $2,610 for consigtservices regarding the liquidation of our Japarsibsidiary. All other fees in 2011
related to the review of our secondary offerinmélon Form -1 and miscellaneous other expen:

®

Audit Committee Pre-Approval of Policies and Procedres

The Audit Committee is responsible for appointiogmpensating and overseeing the work of the inddgrarregistered public account
firm. The Audit Committee has established a prerayg procedure for all audit and permissible nadiaiservices to be performed by our
independent registered public accounting firm. preapproval policy requires that requests forises/by the independent registered public
accounting firm be submitted to our Chief Accougtfficer for review and approval. Any requestst i@ approved by the Chief Accounting
Officer are then aggregated and submitted to thditATommittee for approval at a meeting of the A@hmmittee. Requests may be made
with respect to either specific services or a tgpservice for predictable or recurring services.

All audit, audit-related, tax and other servicehjoh include all permissible non-audit serviceguited to us by BDO USA, LLP and
PricewaterhouseCoopers LLP were pre-approved bjtigé Committee. Additionally, the Audit Committeencluded that the provision of
those services by BDO USA, LLP and Pricewaterhoosg€rs LLP was compatible with the maintenancéefindependent registered public
accounting firm’s independence.
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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, antefhat of the independent registered public actingriirm thereon, are set forth

on pages F-1 through F-27.

2. Exhibits
The exhibits listed in the accompanying index thikits are filed or incorporated by reference as phthis Annual Report on

Form 10-K.
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Report of Independent Registered Public Accountingrirm

Board of Directors and Stockholders
Vermillion, Inc.
Austin, Texas

We have audited the accompanying consolidated balsimeet of Vermillion, Inc. (“Company”) as of Dedeger 31, 2012 and the related
consolidated statement of operations and compréefeluss, changes in stockholders’ equity, and ¢asts for the year then ended. These
financial statements are the responsibility of@enpany’s management. Our responsibility is to egpran opinion on these financial
statements based on our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti8d&/nited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether the finastaieiments are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isrirdl control over financial reporting.
Our audit included consideration of internal cohtreer financial reporting as a basis for desigranglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgssmopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autlibancludes examining, on a test basis, evidenppating the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audit provide a reasonable basis foopimon.

In our opinion, the consolidated financial stateteegeferred to above present fairly, in all matenégpects, the financial position of Vermillic
Inc. at December 31, 2012, and the results ofgesations and its cash flows for the year endeceBer 31, 2012in conformity with
accounting principles generally accepted in thetdéhStates of America.

The accompanying consolidated financial statemieane been prepared assuming that the Companyamilintie as a going concern. As
described in Note 1 to the consolidated finanditiesnents, the Company has suffered recurring $case negative cash flows from operations
and has an accumulated deficit, all of which raisestantial doubt about its ability to continuexaging concern. Management's plans in
regard to these matters are also described in Ndthe consolidated financial statements do ndudeany adjustments that might result from
the outcome of this uncertainty.

/s/ BDO USA, LLP
Austin, Texas
March 1, 2013

F-1



Table of Contents

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 fairyall material respects, the financial
position of Vermillion, Inc. and its subsidiasdthe “Company”) at December 31, 2011, and the tesiltheir operations and their cash flows
for the year then ended in conformity with accoogtprinciples generally accepted in the Unitedestaf America. These financial statements
are the responsibility of the Company’s managent@ut.responsibility is to express an opinion orsthBnancial statements based on our
audit. We conducted our audit of these statemeraséordance with the standards of the Public Compacounting Oversight Board (United
States). Those standards require that we plan erfidrm the audit to obtain reasonable assurancetatiwether the financial statements are

of material misstatement. An audit includes exanginon a test basis, evidence supporting the ara@nat disclosures in the financial
statements, assessing the accounting principlesars significant estimates made by managementeaadating the overall financial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

The accompanying financial statements have begraprd assuming that the Company will continue @silag concern. As described in Nol

to the consolidated financial statements, the Campias incurred recurring losses and negative tasfs from operations and has debt
outstanding due and payable in October 2012, adlto€h raise substantial doubt about its abilitgémtinue as a going concern. Managengent
plans in regard to these matters are also desciibddte 1. The financial statements do not incladg adjustments that might result from the
outcome of this uncertainty.

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

December 31

2012 2011
Assets
Current asset:
Cash and cash equivale $ 8,007 $ 22,47
Accounts receivabl 137 9¢
Prepaid expenses and other current a: 34¢ 317
Total current asse 8,49: 22,89:
Property and equipment, r 142 21€
Other asset — 2
Total asset $ 8,634 $ 23,11
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payabl $ 52¢ $ 1,331
Accrued liabilities 1,074 2,59
Shor-term debt 1,10¢ 7,00(
Deferred revenu 492 553
Total current liabilities 3,19 11,47¢
Non-current liabilities:
Long-term deferred revent 77C 1,22¢
Other liabilities — 52
Total liabilities 3,96 12,75:
Commitments and contingencies (Note
Stockholder' equity:
Preferred stock, $0.001 par value, 5,000,000 steargmrized, none issued and outstanding at
December 31, 2012 and 20 — —
Common stock, $0.001 par value, 150,000,000 startwrized; 15,200,079 and 14,900,831
shares issued and outstanding at December 31,8@12011, respective 15 15
Additional paic-in capital 328,09 326,79¢
Accumulated defici (323,44) (316,299
Accumulated other comprehensive i — (159
Total stockholder equity 4,66 10,35¢
Total liabilities and stockholde’ equity $ 8,63/ $ 23,11

See accompanying Notes to Consolidated Financiaé®ents
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Revenue
Product
License
Total revenue
Cost of revenue
Product
Total cost of revenu
Gross profit
Operating expense
Research and developm«b
Sales and marketir®
General and administrativ®

Total operating expens:
Loss from operation
Interest incomt
Interest expens
Gain on sale of instrument busine
Gain on litigation settlement, n
Change in fair value of warrar
Reorganization item
Other expense, n
Loss before income tax
Income tax benefit (expens
Net loss

Net loss per sha—basic and dilute:

Vermillion, Inc.

Consolidated Statements of Operations and Comprehsive Loss

(Amounts in Thousands, Except Share and Per ShamAts)

Weighted average common shares used to computedrasdiluted net loss per common st

Net loss

Foreign currency translation adjustm

Comprehensive los

Non-cash stoc-based compensation expense included in operatjpenses

(1) Research and developm:
(2) Sales and marketir
(3) General and administrati

See accompanying Notes to Consolidated Financié®ents
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Year Ended December 31

2012

$ 1,64(
454

2,09/

131
131
1,96:

2,21€
4,65:
4,50¢
11,37
(9,419
28
(206)
1,83(
71C

88
(182)
(7,146)

$ (7,149
$  (0.49
15,010,86
$ (7,146
152

$ (6,999

$ 127
208
965

2011

$ 1,46¢
454
1,922

12¢
12¢
1,79¢

5,387
5,53¢
8,50¢
19,43
(17,64
64
(396)

37¢

(96)

(99)
(17,790

$ (17,790
$ (129
14,249,57
$ (17,790

3

$ (17,78)

$ 68€
15¢
2,44¢
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Vermillion, Inc.
Consolidated Statements of Changes in StockholderEquity
(Amounts in Thousands, Except Share Amounts)

Accumulated

Common Stock . Other Total
Additional Accumulated Comprehensive Stockholders’
Paid-In
Shares Amount Capital Deficit Loss Equity
Balance at December 31, 201 10,657,56 11 303,27( (298,509 (15€) 4,61¢
Net loss — — — (27,790 — (17,790
Foreign currency translation adjustm — — — — 3 3
Common stock issued in conjunction with follow-arbpc
offering, net of issuance cos 4,000,00! 4 20,20: — — 20,20¢
Common stock issued in conjuntion with exercisetotk
options 21,83: — 34 — — 34
Common stock issued for dek’s incentive plai 75,63" — 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 — — 1,04
Balance at December 31, 201 14,900,83 15 326,79t (316,299 (159) 10,35¢
Net loss — — — (7,14¢) — (7,14¢)
Foreign currency translation adjustm — — — — 152 15z
Common stock issued in conjuntion with exercisetotk
options 8,33: — 6 — — 6
Common stock issued for restricted stock aw. 290,91} — 71¢& — — 71E
Warrants issued for servic — — 14 — — 14
Stock compensation char — — 56€ — — 56€
Balance at December 31, 201 15,200,07 $ 15 $ 328,09° $  (323,44) $ = $ 4,661

See accompanying Notes to Consolidated Financiaé®ents
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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
Change in fair value of warrar
Foreign currency loss on liquidatis
Non-cash license revent
Loss on sale and disposal of property and equip
Depreciation and amortizatic
Stoclk-based compensation expel
Warrants issued for servic
Gain from sale of instrument business to-Rad
Changes in operating assets and liabilit
Decrease (increase) in accounts receiv
Decrease (increase) in prepaid expenses and atfrent asset
Decrease in other ass
Increase (decrease) in accounts payable and ad@béities
Decrease in deferred rever
Decrease in other liabilitie
Reorganization item
Net cash used in operating activit
Cash flows from investing activities:
Proceeds from the sale of instrument businessd-Rad
Purchase of property and equipm
Net cash provided by / (used in) investing actg
Cash flows from financing activities:
Principal repayment of sh-term debi
Principal repayment of 7.00% convertible senioes
Proceeds from sale of common stock, net of issuaosts
Proceeds from issuance of common stock from exegfistock option
Net cash (used in) / provided by financing actas
Effect of exchange rate changes on cash and casbaémts
Net decrease in cash and cash equiva
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:

See accompanying Notes to Consolidated Financiaé®ents
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Year Ended
December 31
2012 2011
$ (7,146 $(17,790
— (37¢)
152 —
(454) (454)
2 N
86 77
1,281 3,28¢
14 4
(1,830) —
(39) 37
(31) 462
2 10
(2,297) 255
(61) (497)
(52) (207)
(32 (384
(10,399 (15,58)
1,83( —
(14) (99)
__1,81¢ __ (99
(5,89/) —
- (5,000)
— 20,20¢
6 34
(5,88¢) 15,24(
— 3
(14,47() (437)
22,47, 22,91«
$ 8,00 $ 22,47
$ 227 $ 46z
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Vermillion, Inc.
Notes to Consolidated Financial Statements

NOTE 1: B ASIS OF P RESENTATION AND S UMMARY OF SIGNIFICANT 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 eedag the business of developing and commercigidiagnostic tests in the fields of
oncology, cardiology and women'’s health. On MarcB®L0, we commercially launched OVA1™ ovarian tarniage test (‘“OVAL"). As
discussed in Note 3, we distribute OVAL through u@iagnostics, which has the non-exclusive rightdmmercialize OVAL on a worldwide
basis, with exclusive commercialization rightshe tlinical reference lab marketplace in each estetuterritory, beginning on the date OVA1
was first commercialized and ending on the fifthigarsary of the date that OVA1 was cleared byRBé\, with the right to extend the
exclusivity period for one additional year. Thegelesive territories include the United States,idnd/exico, and the United Kingdom.

On December 19, 2011, we completed the purchasebstantially all of the assets of Correlogic Systelnc. (“Correlogic”) for
$435,000. The purchase included certain documdigignostic samples and intellectual property owmednd licensed to Correlogic in
connection with Correlogic’s ovarian cancer diadimssbusiness, including a diagnostic test undemgmme “OvaCheck2™” for the detection
of ovarian cancer. The purchase was expensed dilméngear ended December 31, 2011 as the asseiiseatyill be consumed in research |
development activities, with no alternative futuse.

Liquidity
On March 9, 2010, we commercially launched OVAL. Wikt continue to expend resources in the sellind 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 exgeen We paid $5,000,000 in September 2011 to riyeay.00% Notes. We paid $5,894,000
in October 2012 to repay the Secured Line of Credit Quest Diagnostics.

We have incurred significant net losses and negatish flows from operations since inception. At&aber 31, 2012, we had an
accumulated deficit of $323,445,000 and stockhasldeguity of $4,667,000. On December 31, 2012, aek $8,007,000 of cash and cash
equivalents and $3,197,000 of current liabilities.

We expect cash for OVAL from Quest Diagnosticsé¢mbr only material, recurring source of cash ih30n order to continue our
operations as currently planned through 2013 agdrixe we will need to raise additional capital. &ivthe above conditions, there is
substantial doubt about the Company’s ability totcme as a going concern.

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

The successful achievement of our business obgctiill require additional financing and therefore, will need to raise additional
capital or incur indebtedness to continue to fundfature operations. We may seek to raise caftitaigh a variety of sources, including the
public equity market, private equity financing, leblorative arrangements, licensing arrangementipapublic or private debt.

Any additional equity financing may be dilutivegtockholders, and debt financing, if available, rimeplve restrictive covenants. If we
obtain additional funds through arrangements witlaborators 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 u® Hrevunable to obtain additional capital,
we may be required to delay, reduce the scope efiminate our sales and marketing and/or reseamdhdevelopment activities.

Principals of Consolidatior

The consolidated financial statements include twwants of the Company and its wholly-owned subsi€ls. All intercompany
transactions have been eliminated in consolidation.

Use of Estimates

The preparation of consolidated financial statesmé@nticcordance with U.S. GAAP requires managerneemake estimates and
assumptions that affect the amounts reported icdhsolidated financial statements and accompamnyates. The primary estimates underly
our consolidated financial statements include agsioms regarding variables used in calculatingféiievalue of our equity awards, income
taxes and contingent liabilities. Actual resultsiidodiffer from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash andyHighld investments with maturities of three manthr less from the date of purchase,
which are readily convertible into known amountgash and are so near to their maturity that thieggmt an insignificant risk of changes in
value because of interest rate changes. Highlydigpvestments that are considered cash equivailecitede money market funds, certificates
of deposits, treasury bills and commercial papbe @arrying value of cash equivalents approximiiesalue due to the shorerm maturity @
these securities.

Fair Value Measurement

ASC 820, “Fair Value and Measurements” definesvalue as the exchange price that would be recdivegn 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 820eakslishes a fair value hierarchy which requiresmatity to maximize the use of observz
inputs and minimize the use of unobservable inpiitisn measuring fair value. The standard descrheg levels of inputs that may be used tc
measure fair value:

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

Level 2—Observable inputs other than Level 1 prices suajuased prices for similar assets or liabilitiespted 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 supportedttidy 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 instrumeiit e categorized based upon the lowest
level of input that is significant to the fair valgalculation.

Concentration of Credit Risk

Financial instruments that potentially subjectausa itoncentration of credit risk consist of castt emsh equivalents and accounts
receivable. We maintain our cash and cash equitsalemecognized financial institutions in the UnitStates. We have not experienced any
losses associated with our deposits of cash arfderpgvalents. We do not invest in derivative instents or engage in hedging activities.
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Our accounts receivable are derived from sales nieadeustomer located in North America. We performgoing credit evaluations of
our customer’s financial condition and generallymbd require collateral. We maintain an allowarmedoubtful accounts based upon the
expected collectability of accounts receivable. @erounts receivable at December 31, 2012 and 20d tevenues for the years then ended
are from one customer.

Property and Equipmen

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

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

Revenue Recognitio

Product Revenué&Ve derive our product revenues from sales of OMitbugh Quest Diagnostics. We recognize productmess for
tests performed when the following revenue recagmitriteria are met: (1) persuasive evidence déinadrrangement exists; (2) delivery has
occurred or services have been rendered; (3) thesfixed or determinable; and (4) collectabilgyeasonably assured. Accounts receivable
from Quest Diagnostics Incorporated (“Quest Diagioe¥ totaled $137,000 and $85,000 at DecembefB12 and 2011, respectively.

License Revenuelnder the terms of the secured line of credit @trest Diagnostics, portions of the borrowed priatgmounts may be
forgiven upon our achievement of certain milestomésting to the development, regulatory approval eommercialization of certain
diagnostic tests (see Note 3). We account for f@mgss of principal debt balances as license reseover the term of the exclusive sales
period that Quest Diagnostics receives upon comalaation of an approved diagnostic test as waalchave a sufficient history of product
sales that provides a reasonable basis for estighhtture product sales. We recognize license nevem a straight-line basis over the
remaining period of Quest Diagnostissiles exclusivity ending in September 2015. Thrabgbember 31, 2012, a total of $3,000,000 has
forgiven by Quest Diagnostics based upon milestmidevement.

Research and Development Co

Research and development costs are expensed aethdResearch and development costs consist piyroédpayroll and related costs,
materials and supplies used in the developmengwfproducts, and fees paid to third parties thatloot certain research and development
activities on our behalf. In addition, acquisitiaafsassets to be consumed in research and devehb@meexpensed as incurred as research al
development costs. Software development costsriedun the research and development of new produetexpensed as incurred until
technological feasibility is established.

Patent Cost:

Costs incurred in filing, prosecuting and maintaghpatents (principally legal fees) are expensdd@asred and recorded within selling,
general and administrative expenses on the cordetidstatements of operations and comprehensigeSogh costs aggregated approximately
$312,000 and $363,000 for the years ended Decedih@012 and 2011, respectively.
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Stock-Based Compensation

We record the fair value of non-cash stock-basegpamsation costs for stock options and stock pgechights related to our 2010 Stock
Incentive Plan (the “2010 Plan”) and 2000 StocknRthe “2000 Plan”). We estimate the fair valuestafick options using a Black-Scholes
option valuation model. This model requires theuinpf subjective assumptions including expectedksfwice volatility, expected life and
estimated forfeitures of each award. We use tlagsi-line method to amortize the fair value over vesting period of the award. These
assumptions consist of estimates of future manketlitions, which are inherently uncertain, and ¢figne are subject to management’s
judgment.

The expected life of options is based on historizdah of our actual experience with the optionshae granted and represents the perio
of time that the options granted are expected toutstanding. This data includes employees’ expeexercise and post-vesting employment
termination behaviors. The expected stock pricatilil is estimated using a combination of histatiand peer group volatility for a blended
volatility in deriving the expected volatility assption. We made an assessment that blended viglagilmore representative of future stock
price trends than just using historical or peeugraolatility, which corresponds to the expectde &if the options. The expected dividend yield
is based on the estimated annual dividends thawect to pay over the expected life of the optma percentage of the market value of our
common stock as of the grant date. The risk-freer@st rate for the expected life of the optioremggd 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 stocleba®mmpensation costs for equity instruments isspu@dn-employees. We recalculate
costs for these options each reporting period uaiBtack-Scholes option valuation model. Becauseesalculate these costs each reporting
period, changes in assumptions used in our calonitincluding changes in the fair value of oumooon stock, can result in significant
changes in the amounts we record from one repopiénigpd to another.

Contingencies

We account for contingencies in accordance with ASQ Contingencies (“ASC 450”). ASC 450 requirest thn estimated loss from a
loss contingency shall be accrued when informadivailable prior to issuance of the financial stagats indicates that it is probable that an
asset has been impaired or a liability has beeauriad at the date of the financial statements amginvthe amount of the loss can be reasonabl
estimated. Accounting for contingencies such aallagd contract dispute matters requires us tous@idgment. 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 hoet Under this method, deferred tax assets ahidlities are determined based on the
difference between the financial statement andakdases of assets and liabilities using the otitex laws and rates. A valuation allowanc
established when necessary to reduce deferredsatsato the amounts more likely than not expeciée realized.

FASB ASC Topic 740-10-50, “Accounting for Uncertyitin Income Taxes” clarifies the accounting focartainty in income taxes
recognized in the financial statements in accordamith FASB ASC Topic 740, Income Taxes. ASC Top©-10-50 provides that a tax
benefit from an uncertain tax position may be reiped when it is more likely than not that the tiosi will be sustained upon examination,
including resolutions of any related appeals agdiion processes, based on the technical melfiis.ifiterpretation also provides guidance on
measurement, derecognition, classification, inteaed penalties, accounting in interim periods, disdlosure.
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We recognize interest and penalties related tocogrézed tax benefits within the interest expeise énd other expense line,
respectively, in the consolidated statement of ajg@ms. Accrued interest and penalties are inclwdéun the related liability lines in the
consolidated balance sheet.

Foreign Currency Translation

The functional currency of Ciphergen Biosystems léKyholly owned subsidiary, is the Japanese yeno/lingly, all balance sheet
accounts of this operation are translated intoégh@tates dollars using the current exchange magfféct at the balance sheet date. The
expenses of Ciphergen Biosystems KK are translaetd) the average exchange rates in effect dun@gériod, and the gains and losses fron
foreign currency translation are recorded in acdatad other comprehensive loss. Ciphergen Biosystéihwas liquidated during 2012 and,
consequently, the accumulated other comprehenssgetbtaling $153,000 was recognized in the cotiatdd statement of operations for 2012
and included in Other Expense in the consolidate@ments of operations and comprehensive loss.

Net Loss Per Shar

Basic net loss per share is computed by dividirgntt loss by the weighted average number of constomk shares outstanding during
the period. Diluted loss per share is computedibiglitig the net loss by the weighted average nunabeommon stock shares adjusted for the
dilutive effect of common stock equivalent sharetstanding during the period. Common stock equintaleonsist of stock options, restricted
stock units and stock warrants. Common equivaleates are excluded from the computation in periodghich they have an anti-dilutive
effect on earnings per share.

Fair Value of Financial Instruments

Financial instruments include cash and cash eqerivsy accounts receivable, accounts payable, attislglities and shorterm debt. Th
estimated fair value of financial instruments hasrbdetermined using available market informatiootber appropriate valuation
methodologies. However, considerable judgmentdsired in interpreting market data to develop eatan of fair value; therefore, the
estimates are not necessarily indicative of theuartsothat could be realized or would be paid ini@ent market exchange. The effect of using
different market assumptions and/or estimation oedlogies may be material to the estimated faine@mounts. The carrying amounts of
cash and cash equivalents, accounts receivableyaiscpayable, accrued liabilities and short-teaitre at cost, which approximates fair
value due to the short maturity of those instrureent

Segment Reportin
We operate one reportable segment, novel diagntestis.

NOTE 2: R ECENT A CCOUNTING P RONOUNCEMENTS

Comprehensive Income—In June 2011, the FASB iseeadguidance on the presentation of comprehensoane. Specifically, the
new guidance allows an entity to present comporamgt income and other comprehensive income éncamtinuous statement, referred to a:
the statement of comprehensive income, or in tyausde, but consecutive statements. The new guedaliminates 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 tmthpanents that are recognized in net income or aibr@prehensive income under current
accounting guidance. We adopted this pronouncemehe first quarter of 2012, and it had no effectour financial position, results of
operations or cash flows but did impact the waypnesent comprehensive income.
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NOTE 3: STRATEGIC A LLIANCE WITH Q UESTD IAGNOSTICS | NCORPORATED

Quest Diagnostics is a significant holder of oumamon stock. On July 22, 2005, we entered intoaegic alliance agreement (the
“Strategic Alliance Agreement”) with Quest Diagriostto develop and commercialize up to three diaiotests from our product pipeline
(the “Strategic Alliance”). The Strategic Allianégreement was amended to expire on the earlid) &fctober 7, 2012 and (ii) the date on
which Quest Diagnostics makes its third developnedsttion. We further amended the Strategic All@Agreement to give Quest Diagnostics
the exclusive right to commercialize OVAL for twdditional years to September 2014, with an optmaxtend such exclusive period in its
sole discretion for one additional year, and talggh royalties, fees, and other payments relatehe performance of OVAL. Quest
Diagnostics has selected two diagnostic testsunoercialize, a peripheral arterial disease blostiaad OVAL.

Secured Line of Credit with Quest Diagnostics Inparated

In connection with the Strategic Alliance Agreeméptiest Diagnostics provided us with a $10,00088fured line of credit, which is
collateralized by certain of our intellectual prageUnder the terms of this secured line of creitii¢ interest rate is at the prime rate plus 0.5%
and is payable monthly. The effective interest veas 3.75% at December 31, 2012 and 2011. Thisegdine of credit also contains
provisions for Quest Diagnostics to forgive porsaf the amounts borrowed that correspond to duiesgement of certain milestones relate
development, regulatory approval and commerciatimatf certain diagnostic tests. The amounts téobgiven and the corresponding
milestones that we must achieve are:

(i) $1,000,000 for each application that allowgcarsed laboratory test to be commercialized witheximum of three applications for
$3,000,000

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

(iii)  $2,000,000 upon each FDA clearance of upato subsequent diagnostic test kits but no later the first commercialization of
each such diagnostic test kit, with a maximum feggess of $4,000,000 for two diagnostic test

If not otherwise forgiven, the principal amountstanding and any unpaid interest of this securedldi credit became due and payable
on October 7, 2012.

The outstanding principal balance of this secuiregl df credit was $1,106,000 and $7,000,000 at Bee 31, 2012 and 2011,
respectively. Interest expense related to thisreelciine of credit was $206,000 and $263,000 ferythars ended December 31, 2012 and 201
respectively. On September 11, 2009, we achieved M clearance of OVAL milestone provision in Heeured line of credit agreement
providing for a reduction in the principal amouftfoe loan of $3,000,000 but was only able to ajpé/milestone once we were no longer in
default under the terms of the secured line ofitrelile under Chapter 11 bankruptcy protectionJéamuary 2010, we cured the default and th
principal balance was reduced to $7,000,000.

We also believe we achieved the milestone for gufiGgiion that allows a licensed laboratory tedbéocommercialized when OVA1 was
cleared by the FDA in September 2009 and the sddime of credit is expected to be reduced by afitemhal $1,000,000 resulting in
outstanding principal of $6,000,000. However, QuRagnostics has disputed that the milestone hes lreet.

We have made monthly payments to Quest Diagnastidhe secured line of credit based on a prindp&nce of $7,000,000, which is
in excess of the interest due on the expected 8&00 principal balance, which we believe resuited curtailment of the principal balance of
$106,000. However, Quest Diagnostics has dispti@dsuch additional principal curtailment has beede.
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On October 12, 2012, we paid Quest Diagnosticseqapiately $5,894,000 of principal and $7,000 ofraed interest which we believe
represents payment in full of all outstanding pipatand interest under the secured line of cr&dé.continue to show the amount of the
liability as $1,106,000 as of December 31, 2012githat Quest Diagnostics has disputed that tH@#$1Q00 milestone was met.

NOTE 4: P ROPERTY AND E QUIPMENT
The components of property and equipment as of idbee 31, 2012 and 2011 were as follows:

December 31

(in thousands) 2012 2011
Machinery and equipment $ 195 $ 184
Demonstration equipme 33 30
Computer equipment and softw 114 251
Furniture and fixture 65 65
Gross property and equipme 405 53C
Accumulated depreciation and amortizat (263) (314)
Property and equipment, r $ 142 $ 21¢€

Depreciation expense for property and equipment$8&s000 and $77,000 for the years ended Decenih@032 and 2011,
respectively.

NOTE 5: A CCRUED L IABILITIES
The components of accrued liabilities as of Decam3tie 2012 and 2011 were as follows:

December 31

(in thousands) 2012 2011
Payroll and benefits related expenses $ 464 $ 641
Collaboration and research agreements expe 13z 303
Professional service 23€ 27¢
Contingencies (See Note — 1,02t
Tax-related liabilities 17 76
Other accrued liabilitie 224 26¢
Total accrued liabilitie: $1,07¢ $2,59:

NOTE 6: C ONVERTIBLE SENIOR N OTES
7.00% Convertible Senior Notes Due September 11201

On November 15, 2006, we closed the sale of $1608000f convertible senior notes due Septembe®112The 7.00% Notes were sold
pursuant to separate exchange and redemption agnéetretween Vermillion and holders of the thesteng 4.50% convertible senior notes
due September 1, 2008, pursuant to which holdeas @iggregate of $27,500,000 of the 4.50% Note=edgio exchange and redeem their
4.50% Notes for an aggregate of $16,500,000 ineagde principal amount of the 7.00% Notes and 1000 in cash, plus accrued and
unpaid interest on the 4.50% Notes of $254,000.7188% Notes were unsecured senior indebtedneéderdfillion initially bearing interest at
the rate of 7.00% per annum. The 7.00% Notes vezheced to 4.00% per annum on September 11, 2009kiPA clearance of OVAL.

The 7.00% Notes were convertible at the optionacheholder prior to September 1, 2011 into shafesiocommon stock at a convers
price of $20.00 per share, equivalent to a conwarsite equal to 50 shares of our common stoc&p@00 principal of the 7.00% Notes,
subject to adjustment for standard anti-dilution
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provisions including distributions to common stoclders and stock splits as well as occurrenceabfamge in control, in which case the
conversion rate was to be adjusted for a make-whr@mium. The conversion feature, including the eaakole premium, expired unexercis
in September 2011.

Holders of the 7.00% Notes had the option to requs to repurchase the 7.00% Notes under certaimnestances, including at any time
after September 1, 2009, if we did not receive apgiror clearance for commercial sale of any of@arian cancer tests by the FDA. We
could redeem the 7.00% Notes at our option, in @loolin part, after September 1, 2009, at speciie@mption prices plus accrued and un
interest if the closing price of the stock equate@xceeded 200.0% of the conversion price thexifect for at least 20 trading days within a
period of 30 consecutive trading days ending ortréding day before the date of the notice of thigomal redemption. Upon a change of
control, each holder of the 7.00% Notes could hrageiired us to repurchase some or all of the 7.8@%6s at specified redemption prices, |
accrued and unpaid interest. The 7.00% Notes ¢mda put option that entitles the holder to rezjus to redeem the 7.00% Notes at a price
equal to 105.0% of the principal balance upon aaghan control of the Company. These provisionsregpwith the repayment of the 7.00%
Notes in September 201

From October through November 2009, we exchangethbof 220,000 shares of common stock for $4@0Q0,n 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 unpaidrigge The conversion rate for the November and Déee 2009 redemption was
approximately 55 shares per $1,000 principal amdtfetrecorded an additional debt conversion expen$819,000 relating to the more
favorable exchange rate during the year ended Disee81, 2009.

We were in default of the 7.00% Notes as of DecerBthe2009. However, we cured the default upon payrof accrued interest totaling
approximately $362,000 upon emergence from bankyuptder Chapter 11 in January 2010. In Septembkt, 255,000,000 in aggregate
principal amount of the 7.00% Notes remained ontiitey and was repaid in full.

4.50% Convertible Senior Notes Due September 19200

On August 22, 2003, we closed the sale of $30,@00¢3 the 4.50% Notes with an original maturityedat September 2008. Offering
costs were $1,866,000. Interest on the notes 694 B%er annum on the principal amount. The effedtiterest rate was 6.28% per annum. The
4.50% Notes were convertible, at the option ofttbkeler into shares of our common stock initiallyaatonversion rate of 10.88 shares per
$1,000 principal amount of the 4.50% Notes, whikdqual to a conversion price of $91.88 per sfidre.conversion price, and hence the
conversion rate, was subject to adjustment upodharrence of certain events.

Following the closing of the November 15, 2006 %HI816,500,000 of the 7.00% Notes due Septemh2011, holders of an aggregate
of $27,500,000 of the 4.50% Notes agreed to exahang redeem their 4.50% Notes for an aggrega@@b00,000 in aggregate principal
amount of the 7.00% Notes and $11,000,000 in gashk,accrued and unpaid interest on the 4.50% Nift$254,000. As a result of
negotiations between us and the holders of the?4 N0tes, the $2,500,000 outstanding principal liadaelated to the 4.50% Notes was not
redeemed by us on the original maturity date int&aper 2008. Interest of $56,000 related to the%.5lotes was paid in September 2008.
Subsequently in December 2008, the holders of 209,000 outstanding principal balance relateti¢o4.50% Notes agreed to extend the
maturity date of the 4.50% Notes to September @928nd to waive any past default by us of ourgattion to make payment on the principal
of and interest on the 4.50% Notes. We agreedtenexeach holder’s rights to require us to repwsetibe 4.50% Notes at 105% of such
holder’s outstanding principal amount upon a changmntrol, as defined in the indenture goverrtimg 4.50% Notes, and to convert the
4.50% Notes into common stock accordingly. In dddjtthe holders of the 4.50% Notes agreed to pgehmaifull redemption of the outstandi
principal related to the 4.50% Notes at a redempiice of 100% on or before August 31, 2009, aedagreed to adjust the conversion ratt
the 4.50% Notes to 20 shares per $1,000 principaklat of the 4.50% Notes, which is equal to a cesiva price of $50.00 per share. The
impact from adjusting the conversion rate was dainmis.
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In November 2009, we exchanged a total of 6,75@eshaf common stock for $135,000 in principal aB¢D$0 in unpaid interest. The
conversion rate for redemption was approximatelgtares 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 Decer3the2009. However, upon the emergence from bamé&ywnder Chapter 11 in
2010, we cured the default with a payment of $2,883 of principal and $140,000 of unpaid interegh\w2,195,000 of cash and 9,044 shares
of common stock. This payment in January 2010exkttie 4.50% Notes in full.

NOTE 7: C oMMITMENTS AND C ONTINGENCIES
Operating Leases

We lease facilities to support our business ofaliecing, developing and commercializing diagnotsts in the fields of oncology,
cardiology and women'’s health. On June 1, 2010emtered into a noncancelable operating lease ffiemaprincipal facility located in Austin,
Texas. The original term was from June 1, 2010uphoMay 31, 2012, with an annual base rent of ¥8¥dhd annual estimated common arec
charges, taxes and insurance of $37,000. This leasemended on the same terms to May 31, 2014.

Rental expense under operating leases for the gaded December 31, 2012 and 2011 totaled $116y0@$129,000, respectively.

As of December 31, 2012, including the extensionwfAustin, TX facility operating lease in Janu2843, future minimum rental
payments under noncancelable operating leases$8d4r600 and $39,000 for the years ending Decenthe2®.3 and 2014, respectively.

Noncancelable Collaboration Obligations and Otheo@mitments

Under the terms of a research collaboration agreemi¢h The Johns Hopkins University School of Mzde (“*JHU”) directed at the
discovery and validation of biomarkers in humanjscis, including but not limited to clinical appditon of biomarkers in the understanding,
diagnosis and management of human diseases, waegrieed to pay JHU $600,000, $618,000 and $637@0the years ending
December 31, 2008, 2009 and 2010, respectiveljute 2010, the research collaboration agreemenamesded by extending the term and
reducing the payments to $300,000 for 2010, $4@{602011, $400,000 for 2012 and $100,000 for 20i&onjunction with the amendment,
JHU forgave the previously outstanding amounts oefeg623,000, which we recognize as a reductiars$earch and development expenses
straight line over the term of the amended agreénmedanuary 2013, we further amended the colktimr agreement extending the term to
March 31, 2016 and requiring payments of $400,0(8013 and $100,000 in 2014. Collaboration expenedsr the JHU collaboration were
$251,000 and $235,000 for the years ended DeceBih@012 and 2011, respectively. Collaboration agps under the JHU collaboration are
included in research and development expensesiditi@an, under the terms of the amended researthboration agreement, we are required
to pay the greater of 4% royalties on net saletiaifnostic tests using the assigned patents orahnminimum royalties of $57,500. As of
December 31, 2012 and 2011, we owed none and $4e0fi8d to research collaboration agreements dtith, respectively.

Gain on Litigation Settlement

On February 9, 2012, we entered into a Settlemgnéément with Oppenheimer & Co., Inc. (“Oppenhelinesiated to losses on our
short and long-term investments in previous ydamler the terms of the Settlement Agreement, tte¢ settlement before legal fees and cost:
was $1,000,000; $535,000 was paid in March 201Z4$®0 net received by the Company) and $465,0881($00 net received by the
Company) was paid in August 2012. We recorded #i@mounts as a component of raperating income during the year ended Decembe
2012.
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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
(“Superior Court”) naming Vermillion and Bio-Rad haratories, Inc. (“Bio-Rad”) as defendants (theat8&tCourt lawsuit”). In connection with
the State Court lawsuit, MAS alleged that we bredobur license agreement with MAS by transferriagain SELDI technology to Bio-Rad
without obtaining MAS’s consent. MAS listed the walof its claim as in excess of $5,000,000. Théeeahe Superior Court ordered that the
dispute be arbitrated before the Judicial Arbitratand Mediation Service (*JAMS”). MAS filed its mhand for arbitration in 2010 and the
arbitration hearing occurred in 2011. On Febru&@y2®12, an interim arbitration award was issuethleyArbitrator. In the interim arbitration
award, the Arbitrator denied MAS’s claim for breaxftthe license agreement as well as several ofHdAS’s claims. The Arbitrator found
that MAS was entitled to an accounting concerniag29 royalty obligation to MAS either through Felry 21, 2013 or until cumulative
royalty payments reach $10 million, whichever cotirss, and ordered that such royalties should &seld on total GAAP revenues less
revenues attributable to certain excluded entities just SELDI-related revenues. Subsequentlyptrées agreed to resolve (i) any and all
remaining royalty obligations owed to MAS from uslg(ii) any and all claims for fees and costs thathad against MAS in return for
Vermillion making a one-time payment to MAS of $380. We submitted to JAMS a mutual stipulation éstesit with that agreement and the
Arbitrator entered a final arbitration award incorating that stipulation on May 21, 2012. At ouguest, the Superior Court (i) confirmed the
final arbitration award and (ii) entered the fimabitration award as the final judgment in thisecaa July 26, 2012.

Bio-Rad Laboratories, Inc. Matters

On November 13, 2006, we completed the Instrumestri2ss Sale to Bio-Rad. The “Instrument Busineds’$ncluded the SELDI
technology, ProteinChip arrays and accompanyingyvsoé. 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 uatdlosing of the transaction on November 13, 280tal of $4,000,000 was held back
from the sales proceeds contingent upon our meeértgin obligations, of which $2,000,000 was sgbsetly paid to us and $307,000 was
paid to settle certain employee termination inddiretions in fiscal 2007. From the amounts heldkbaied interest thereon, $1,830,000 was
being held in escrow as of December 31, 2011 teesas security for us to fulfill certain obligatsn

In August 2009, Bio-Rad also filed a proof of claimthe bankruptcy case for indemnification of MAS lawsuit. Management has
subsequently received a final arbitration rulingnfrJAMS and settled the MAS claim. At our requésg, Superior Court (i) confirmed the final
arbitration award and (ii) entered the final adtitvn award as the final judgment in this caseuy 26, 2012. Thus, we believe that the
possibility of any material loss from the indemcifiion of the MAS lawsuit is remote.

In connection with the Instrument Business Salealge entered into a manufacture and supply agneewith Bio-Rad on November 1
2006, whereby we agreed to purchase ProteinChie®gsand ProteinChip Arrays from Bio-Rad. In Octa®@09, Bio-Rad filed a proof of
claim in our bankruptcy case based on certain aohtilaims and alleged breach of the manufactuwlesapply agreement for approximately
$1,000,000.

In April 2012, we resolved the four contract claimade by Bio-Rad arising from the Instrument Busin8ale. In exchange for a final
settlement of these non-contingent claims, Bio-Fagtived $700,000 from the escrow account estadisly the Company for the sale
transaction, the Company was returned approxim&&J§80,000 from the escrow account. The final @30 was returned to the Company in
September 2012 after final resolution of the MA®dait. We reversed $375,000 of general and admatigé expense accrued in previous
periods during the year ended December 31, 20I¥2septing the accrued estimated liability in exeddbe $700,000 settlement amount. We
recognized the resulting gain on sale of instrunbeisiness of $1,830,000 from the release of thevesaccount during the year ended
December 31, 2012.

F-16



Table of Contents

Robert Goggin and Gyodrgy Bessenyei Litigati

On May 25, 2012, Gyorgy B. Bessenyei and Robe@®&gin, 111, both stockholders of Vermillion, filea verified complaint in the
Delaware Court of Chancery (the “Court”) againstiidlion, each current member of our Board of Dtoegs, and Gail S. Page. On June 1,
2012, Mr. Bessenyei and Mr. Goggin filed an ameng®ified complaint that was substantially simiiarthe verified complaint. The amended
verified complaint contains the following causesaofion: breach of fiduciary duty under two stam$adeclaratory relief, preliminary
injunctive relief, and permanent injunctive relig¢he allegations in the amended verified compleletilenge the recent adoption by the Board
of Directors of an amendment to our bylaws elimimgathe board seat formerly held by Ms. Page. Avipusly disclosed by Vermillion, on
May 15, 2012, Ms. Page was terminated without casséermillion’s President and Chief Executive ©dfi, and, upon her termination,

Ms. Page resigned her seat on the Board of Direckar a variety of reasons, including an effostr@amline Vermillion’s organization and
extend its cash runway, the Board of Directors atedrour bylaws to eliminate the vacant board skateby reducing the size of the Board of
Directors from seven to six members. This efforstr@amline Vermillion’s organization had begurdanuary 2012, when the Board of
Directors amended the bylaws to eliminate an aalutiti (eighth) seat on the Board of Directors. Mes8enyei and Mr. Goggin claim that the
Board of Directors’ decision to eliminate the seatMay 15, 2012 was a breach of its fiduciary dytaleging that the Board of Directors’
actions were intended to prevent Mr. BessenyeitsMn Goggin’'s nominees from both being able telsxted to the Board of Directors, and
to entrench the Board of Directors’ current membAraong other things, Mr. Bessenyei and Mr. Gogginght to have the Court declare null
and void the May 15, 2012 amendment to the bylawd,award to Mr. Bessenyei and Mr. Goggin the carstsfees incurred by them in the
action.

The parties negotiated a scheduling order, which apgproved on June 6, 2012, setting trial in thigedited action to start on July 31,
2012. On June 13, 2012, Vermillion and the othéemidants filed an answer. The parties then engemgextensive discovery, including
document production, service of interrogatory reses, and the taking of depositions. On July 2622¥ermillion and the other defendants
filed a motion to dismiss the case arguing thaingifés and their counsel provided improperly niged documents verifying the complaint,
amended complaint and discovery responses. On Naoseh®, 2012, the Court dismissed the lawsuit wifjudice. The plaintiffs filed a
notice of appeal of that dismissal order on DeceriBe2012, and filed their opening appellate boiefFebruary 1, 2013. On February 12,
2013, the Delaware Supreme Court denied Vermibind the other defendants’ motion to summarily affiv’ermillion and the other
defendants are in the process of preparing an lappahnswering brief which will be filed by March2013. No hearing date on the appeal has
been set by the Delaware Supreme Court.

Gyorgy Bessenyei Annual Shareholder Meeting Litigat

On January 9, 2013, Gyorgy B. Bessenyei, a stodenalf Vermillion, filed a verified complaint in ¢hDelaware Court of Chancery (the
“Court”) against Vermillion, and each current membgour Board of Directors. The complaint containsause of action for violation of
Section 211 of the General Corporation Law of Deleav The allegations in the complaint relate to20#2 annual shareholder meeting which
had not yet been held due to a scheduling ordereshin the Goggin and Bessenyei litigation disedssbove. The complaint seeks to have th
Court compel Vermillion to hold its annual shareteslmeeting and to award to Mr. Bessenyei the @sldees incurred by him in the action.
On January 16, 2013, the parties held a schedotinéerence with the Court. On January 18, 2013miéon filed its preliminary proxy
setting the annual meeting date for March 21, 2Ub&reafter, both parties submitted competing pgedmrders related to the upcoming
annual shareholder meeting. The Court has notige¢d either order.

In addition, from time to time, we are involvedl@gal proceedings and regulatory proceedings arisiri of our operations. We establish
reserves for specific liabilities in connection lwiegal actions that we deem to be probable arnchaiste. Other than as disclosed above, we al
not currently a party to any proceeding, the advergcome of which would have a material adverfexebn our financial position or results
operations.
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NOTE 8: C oMMON S TOCK
2010 Private Placement Sale

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

2007 Private Placement Sale

On August 29, 2007 (the “Closing Date”), we comgtea private placement sale of 2,451,309 sharearafommon stock and warrants
to purchase up to an additional 1,961,047 sharesioommon stock with an exercise price of $9.@5ghare and expiration date of
August 29, 2012, to a group of new and existinggtors for $20,591,000 in gross proceeds (collelstikeferred to as the “August 29, 2007,
Private Placement Sale”). Existing investors inellidffiliates of the Company, who purchased 964&&8es of our common stock and
warrants to purchase up to an additional 771,428shof our common stock for $8,100,000. In conaratith 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. Pursuatitdderms of the amendment, the exercise pricthéopurchase of our common stock was
reduced from $35.00 per share to $25.00 per shmat¢h@ expiration date of such warrant was exterfided July 22, 2010 to July 22, 2011.
The warrant expired unexercised in 2011. For sesvas placement agent, we paid Oppenheimer $1(@Dar@ issued a warrant to purchase
up to 92,100 shares of our common stock with amoésesprice of $9.25 per share and expiration dafeugust 29, 2012. The warrants expired
unexercised in 2012. The warrants issued to thestiavs and Oppenheimer were valued at $7,194,0D8%81L,000, respectively, based on the
fair value as determined by the Black-Scholes motiet amended value of the warrant issued to iagnostics on July 22, 2005, increasec
by $356,000, which is reflected in additional paictapital, from its original value of $2,200,000.

Our outstanding warrants from the August 2007 aftewere classified as liabilities in accordanc&wASC 815, which required the
warrants to be fair valued at each reporting penigth the changes in fair value recognized ag@steand other expense in our consolidated
statement of operations.

We had no warrants required to be classified #&bdity at December 31, 2012. At December 31, 2084 had warrants outstanding to
purchase 195,012 shares of common stock which reeréred to be classified as a liability. The fatue of these warrants at December 31,
2011 was de minimis and for the year ended Deceihe2011, we recorded a gain of $378,000 in thsalidated statement of operations
under ASC 815.

Warrants
Warrants outstanding as of December 31, 2012 ahdl 2@re as follows:

Exercise Price Number of Shares Outstanding under Warrant
December 31

Issuance Date Expiration Date per Share 2012 December 31, 201
August 29, 2007 August 29, 201. 9.25* — 195,01:
November 1, 201 October 31, 201 3.2¢ 21,00¢( 21,00(
May 1, 2012 April 30, 2014 3.1¢ 21,00( —
November 1, 201 October 31, 201 1.9 21,00( —

63,00( 216,01:

* The exercise price of the warrants issued on Aug@s2007 was adjustable in accordance with thre tdrthe warrants

We periodically issue common stock warrants toradee in exchange for services. The warrants vastata on a monthly basis over a
six month period and expire two years after issaaiibe value of the warrants as determined by thekBSholes model was not significant
is classified as equity.
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Debtor's Incentive Plan

In connection with our voluntary petition for rdli@ur “Bankruptcy Filing”) under Chapter 11 of thimited States Bankruptcy Code
(“Chapter 11”) in the United States Bankruptcy Gdar the District of Delaware (the “Bankruptcy G6i), on April 21, 2009, we filed the
Debtor’'s Motion for Entry of an Order Approving tBebtor’s Incentive Plan (the “Debtor’s Incentivia?) and Authorizing Payments
thereunder pursuant to §8 363(b) and 503(b) oBtekruptcy Code (the “Incentive Plan Motionthich sought to provide proper incentives
the directors and former directors (Gail Page, Jdamilton and James Burns, collectively, the “Dicgs”) to help achieve a successful sale ol
restructuring of the Company. At a hearing in J26@9, the Court entered an Order approving thenitnge Plan Motion (the “Incentive Plan
Order”). The Debtor’s Incentive Plan was only teéged upon the occurrence of a qualified transactefimed as the closing of any sale
pursuant to section 363 of the Bankruptcy Codédereffectiveness of a Reorganization Plan confirmeduant to section 1129 of the
Bankruptcy Code. The Debtor’s Incentive Plan paytmeas based upon a percentage of (A) the groseedscof Asset Sales, both prior to anc
after the Food and Drug Administration approvalhef ovarian tumor triage test, and (B) the valuearfsideration—cash, debt and equity—
distributed pursuant to a confirmed Reorganizaitan. In the end, the Incentive Plan Order provithed the Directors would receive: (i) zero,
on Qualified Transaction Proceeds of 3,000,00@ss,!(ii) 6% on Qualified Transaction Proceeds3080,001 to $10,000,000, and (iii) 8%
Qualified Transaction Proceeds of greater thanGRIDN00. While the Incentive Plan Order provideavith the authority to make distributions
under the Debtor’s Incentive Plan, we agreed asgbdine Plan of Reorganization to seek final jisliapproval of the amounts to be paid
pursuant to the Debtor’s Incentive Plan. In Apfll®, our counsel, the Official Committee of the EBg@ecurity Holders, and the Directors
submitted a proposed settlement to the BankruptayrtGand an order was issued by the Bankruptcy tGqproving the Debtor’s Incentive
Plan. Under the Debta’Incentive Plan, we were directed to distribut@aggregate of $5,000,000 in cash and 302,541 sbérestricted stoc
having a fair value of $6,626,000 in Debtor’s Intbes Plan payments to the Directors. All such lietgd stock vested with respect to 1/24th of
the total distributed on each monthly anniversdrghe vesting commencement date, June 22, 2009tofakeDebtor’s Incentive Plan payments
were allocated to Gail Page, James Burns and Jahmiltdn on a 60%-20%-20% basis, respectively. Tdrgingency was accounted for upon
the occurrence of the qualified transaction in 3an2010 when the Bankruptcy Courts issued a aoiafiion order approving our
Reorganization Plan. There were no Debtor’s Ingerfilan expenses for the year ended December 32, EOr the year ended December 31,
2011, we incurred $1,657,000 recorded in generdlagministrative expenses and we distributed 75s8@res of common stock to the
Directors under the Debtor’s Incentive Plan.

NOTE 9: A ccuMuLATED O THER C OMPREHENSIVE L 0SS
The components of accumulated other comprehenssgeds of December 31, 2012 and 2011, were asvillo

Year Ended December 31

(In thousands) 2012 2011
Cumulative translation adjustment — (159

»

Accumulated other comprehensive |

— $ (159

F-19



Table of Contents

NOTE 10: L ossP ER SHARE

The reconciliation of the numerators and denomisatd basic and diluted loss per share for thesyeaded December 31, 2012 and =
was as follows:

Per Share
Loss Shares
(In thousands, except per share date (Numerator) (Denominator) Amount
Year ended December 31, 20.
Net los—Dbasic $ (17,790 14,249,57 $ (1.25)
Dilutive effect of common stock shares issuablerupxercise of stock options,
exercise of warrants, and unvested restricted staakds — —
Net los—diluted $ (17,790 14,249,57 $ (1.29)
Year ended December 31, 20.
Net los—Dbasic $ (7,14 15,010,86 $ (0.4¢)
Dilutive effect of common stock shares issuablerupxercise of stock options,
exercise of warrants, and unvested restricted stockds — —
Net los—diluted $ (7,140 15,010,86 $ (0.4¢)

Due to net losses for the years ended Decemb@032, and 2011, diluted loss per share is calculasaty the weighted average number
of common shares outstanding and excludes thetefdépotential common stock shares that are duticie. The potential shares of common
stock that have been excluded from the diluted pessshare calculation above for the years endegmber 31, 2012 and 2011 were as
follows:

Year Ended December 31

2012 2011
Stock options 1,092,37. 930,06(
Stock warrant: 63,00( 216,01.
Restricted stock uni 8,334 114,74

Potential common shar 1,163,70: 1,260,82

NOTE 11: E MPLOYEE B ENEFIT P LANS
2000 Stock Plan

Under the Amended and Restated 2000 Stock PlariZ@t® Plan”), options may be granted at pricesloer than 85% and 100% of
the fair market value of the common stock for ntattgory and statutory stock options, respectivBgtions generally vest monthly over a
period of four years and unexercised options gdigexapire ten years from the date of grant. Ththatity of our Board of Directors to grant
new stock options and awards under the 2000 Piarirtated in 2010. Options to purchase 8,333 an833&lshares of common stock were
exercised during the years ended December 31, 2842011, respectively. As of December 31, 2018png to purchase 336,656 shares of
common stock remained outstanding under the 2080. Rlo additional shares of our common stock wesenved for future option grants
under the 2000 Plan.

2010 Stock Incentive Plan

On February 8, 2010, our Board of Directors appdabe Vermillion, Inc. 2010 Stock Incentive Plangt'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 thetigcpof a variety of awards, including stock opspshare appreciation rights, restricted
shares, restricted
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share units, unrestricted shares, deferred shatse parformance and cash-settled awards, andatidi@quivalent rights. The 2010 Plan
provides for issuance of up to 1,322,983 sharemwfmon stock, par value $0.001 per share undezGhe Plan, subject to adjustment as
provided in the 2010 Plan. Unexercised options galyeexpire ten years from the date of grant. Eheere no 2010 Plan option exercises for
the years ended December 31, 2012 and 2011.

During the year ended December 31, 2011, we awdrdé@d00 shares of restricted stock from the 2040 Raving a fair value of
$724,000 to our executive officers. All such res&d stock vests ratably on a quarterly basis ahree year period beginning on the vesting
commencement in March 2011. We distributed 78,41b42,250 of these shares of common stock to diceod during the years ended
December 31, 2012 and 2011, respectively.

In September 2011, our Board of Directors apprdatiedCompany making income tax gross-up paymentsitmow former Chief
Executive Officer in connection with the distribariof the 85,000 shares of restricted stock graotellarch 18, 2011. A letter agreement to
this effect was executed on October 3, 2011. Wersgd approximately $36,000 and $22,000 relatéugdetter agreement during the year
ended December 31, 2012 and 2011, respective\85A100 common shares have been distributed ascdrbber 31, 2012.

During the year ended December 31, 2012, we is8li2db00 shares of restricted stock from the 2040 Rhving a fair value of $414,(
to the Board of Directors as payment for serviegglered in 2012. During the year ended Decembe2@11,, we issued 97,295 shares of
restricted stock from the 2010 Plan having a falug of $373,000 to the Board of Directors as payrfer services rendered in 2011.

The activity related to shares available for gramder the 2000 Plan and 2010 Plan for the yearsceBeécember 31, 2012 and 2011 were
as follows:

2010

2000 Stock

Stock Option

Plan Plan Total

Shares available at December 31, 2010 — 1,013,98 1,013,98
Options cancele 28,60: 60,91" 89,52:
Reduction in shares reserv (28,605) — (28,60%)
Options grante: — (191,930 (191,930
Restricted stock units cancel — 20,00( 20,00(
Restricted stock units grant — (274,299 (274,29)
Shares available at December 31, 2 — 628,67! 628,67!
Options cancele 251,05¢ 136,59! 387,65:
Reduction in shares reserv (251,059 — (251,059
Options grante: — (558,300 (558,301
Restricted stock units cancel — 28,00: 28,00:
Restricted stock units grant — (212,500 (212,500
Shares available at December 31, 2 — 22,47 22,47
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The stock option activity under the 2000 Plan a@ti®®Plan for the years ended December 31, 2012@ht was as follows:

Options outstanding at December 31, 2010
Grantec
Exercisec
Cancelec

Options outstanding at December 31, 2
Grantec
Exercisec
Cancelec

Options outstanding at December 31, 2

Shares exercisable
December 31, 201

Shares expected to ves
December 31, 201

The range of exercise prices for options outstamdimd exercisable at December 31, 2012 are asvi&llo

Weighted
Average
Options Exercise

Exercise Price Qutstanding Price
$0.01 — $1.61 115,50( $ 1.1¢
1.62-1.62 437,28t $ 1.62
1.63-2.04 202,00( 1.9¢
2.05-2.30 136,70¢ 2.3C
2.31-5.16 24,43( 4.3¢
5.17-10.20 49,04¢ 9.2C
10.21-14.70 71,34¢ 13.3¢
14.71- 86.40 56,04¢ 26.67
$0.01- $86.40 1,092,37. $ 4.17

(in thousands

Year ended December 31, 2012
Year ended December 31, 2C
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Weighted

Average

Number of Exercise
Shares Price
849,48! 16.1:
191,93( 2.4C
(21,83)) 1.5E
(89,522 23.0¢
930,06( 12.97
558,30( 1.54
(8,337 0.7%
(387,65 21.57
1,092,37- $ 4.17
606,21! $ 5.7¢
398,65( $ 2.2¢

Weighted
Average
Remaining

Life in

Years
9.4t
6.9C
8.04
2.217
8.2:
2.52
2.44
4.61

6.2:2

Total Intrinsic Valui

of Options
Exercisec

$ 52

Aggregate

Intrinsic
Value

$ 1,92/

$ 16

Options
Exercisable

21,23¢
179,33¢
94,73¢
135,20¢
10,79¢
48,05¢
69,54¢
47,29¢
606,21!

Total Fair Value ¢

Vested Option:
$ 52t

$ 1,21¢

Weighted
Average
Remaining
Contractual

Term

5.81

5.9C

6.28
3.8¢

9.2C

Weighted
Average
Exercise

Price

$ 0.9t
$ 1.62
2.0C
2.3C
4.3¢
9.1¢
13.4(
26.3]

$ 5.7¢
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Stock-Based Compensation
Employee Stoc-based Compensation Expense

The assumptions used to calculate the fair valu@ptbns granted under the 2010 Plan that werejmurated in the Blaclscholes pricin
model for the years ended December 31, 2012 antl ®@fe as follows:

Year Ended December 31

2012 2011
Dividend yield — % — %
Volatility 78% 7%
Risk-free interest rat 1.32% 1.2&%
Expected lives (year: 6.C 5.7
Weighted average fair valt $ 1.04 $ 1.6C

The allocation of stock-based compensation expbypd$enctional area for the years ended Decembe2@12 and 2011 was as follows:

Year Ended December 31

(in thousands) 2012 2011
Research and development $ 112 $ 68:
Sales and marketir 203 15¢€
General and administrati 942 2,44:
Total $ 1,257 $ 3,28¢

We have a 100.0% valuation allowance recorded agair deferred tax assets, and as a result AS@ad 8o effect on income tax
expense in the consolidated statement of operatiptise consolidated statement of cash flows. ABefember 31, 2012, total unrecognized
compensation cost related to nonvested stock optiards was $531,000 and the related weighted gegrariod over which it is expected to
be recognized was 1.77 years.

Non-employee Stock-based Compensation Expense

Stock-based compensation expense related to sptitine granted to noamployees is recognized as the stock options ane@aCertai
former employees were converted into consultantséaCompany whereby their existing stock optiomstinued to vest, under the original
terms of their stock option grants, as they progidensulting services to us. The values attribetédlthese options are amortized over the
service period and the unvested portion of thesemmpwas 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 suations granted were revalued at each
reporting date using the Black-Scholes valuationiehas prescribed by ASC 505, “Equity”.

The stock-based compensation expense will fluctasthe fair market value of the common stock flat#s. In connection with stock
options relating to non-employees, we recordedksbased compensation allocated by functional easethe years ended December 31, 2012
and 2011 as follows:

Year Ended December 31

(in thousands) 2012 2011
Research and development $ 15 $ 3
Sales and marketir — —
General and administrati 23 4
Total $ 38 $ 7
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401(k)Plan

Our 401(k) Plan allows eligible employees to defieito an annual limit of the lesser of 90.0% ofiblie compensation or a maximum
contribution amount subject to the Internal ReveBaevice annual contribution limit. We are not riegd to make contributions under the 401
(k) Plan. As of December 31, 2012 and 2011, we mateontributed to the 401(k) Plan.

NOTE 12: | NcoOME T AXES
Domestic and foreign components of loss beforenretaxes for the years ended December 31, 2012Gkidwere as follows:

Year Ended December 31

(in thousands) 2012 2011
Domestic $ (7,052 $ (17,696
Foreign (99 (99

$ (7,146 $ (17,790

Based on the available objective evidence, managebadieves 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 taxtasseDecember 31, 2012 and 2011. There
was no income tax expense or benefit for the yeaded December 31, 2012 or 2011.

The components of deferred tax assets (liabiligeé$)ecember 31, 2012 and 2011 were as follows:

Year Ended December 31

(in thousands) 2012 2011
Deferred tax asset
Depreciation and amortizatic $ 8,95¢ $ 11,15¢
Other 1,431 1,617
Net operating losse 46,91¢ 42,44
Total deferred tax asse 57,30 55,21¢
Valuation allowanct (57,299 (55,210
Net deferred tax asse $ 8 $ 8
Deferred tax liabilities
Other $ (8) $ (8)
Total deferred tax liabilitie $ (8) $ (8)
Net deferred tax asset (liabiliti $ — $ —
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The reconciliation of the statutory federal incorae rate to the Company’s effective tax rate fer yiears ended December 31, 2012 and
2011 was as follows:

Year Ended December 31

2012 2011

Tax at federal statutory rate 34% 34%
State tax, net of federal bene 3 2
Valuation allowanct (32) ()]
Change in warrant valuatic — 1
Net operating loss and credit reduction due toi@e&82

limitations (35) (11
Permanent item 25 (9)
Other

Effective income tax rat % %

__ 4

As of December 31, 2012, we had a net operatirgdbapproximately $133,000,000 for federal and8$200,000 for state tax purposes.
If not utilized, these carryforwards will begineapire beginning in 2017 for federal purposes. 3tag¢e carryforwards began to expire in 2012,
In 2012, approximately $2,100,000 of state net afieg loss expired and approximately $1,800,000exjpire in 2013. As of December 31,
2011, we had a net operating loss of approximaii,000,000 for federal and $87,000,000 for dtateurposes.

Our ability to use our net operating loss creditydfarwards may be restricted due to ownership gedimitations occurring in the past
that could occur in the future, as required by i8ec382 of the Internal Revenue Code of 1986 (“8ecs82”), as amended, as well as similar
state provisions. These ownership changes mayiaigdhe amount of net operating loss credit cborywards that can be utilized annually to
offset future taxable income and tax, respectively.

We believe that a Section 382 ownership changercetas a result of our follow-on public offerirgfkebruary 2011. Any limitation
may result in the expiration of a portion of the aperating loss credit carryforwards before wutilian and any net operating loss credit
carryforwards that expire prior to utilization asesult of such limitations will be removed fromfei@ed tax assets with a corresponding
reduction of our valuation allowance. Due to th&s&nce of a valuation allowance, it is not expedhtat such limitations, if any, will have an
impact on our results of operations or financiadipon.

As of December 31, 2011, we had $6,300,000 of petaiing loss carryforwards from our Japan opematitVe liquidated our Japanese
subsidiary in December 2012. Accordingly, the deféitax asset and related valuation allowance wetten off.

We believe that it is more likely than not that tenefit from certain deferred tax assets will In@trealized due to the history of our
operating losses. In recognition of this risk, vesrdn provided a valuation allowance on the defetagdassets relating to these assets. The
valuation allowance was $57,296,000 and $55,2100@¥®cember 31, 2012 and 2011, respectively. itrease of $2,086,000 between 2012
and 2011 is primarily due to adjustments to the elstin deferred tax assets relating to net operdisges.

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 inconfenchise tax agency. As of December 31, 2012fexeral returns for the years ended 2
through the current period and most state retwnthe years ended 2008 through the current pariedtill open to examination. In addition,
all of the net operating losses and research avelagment credits generated in years earlier ti® 2nd 2008, respectively, are still subject
to Internal Revenue Service audit. The federal@alifornia tax returns for the year ended Decenier2011 reflect research and developr
carryforwards of $5,586,000 and $5,191,000,
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respectively. We have recognized additional detetas assets for federal and California researchd@velopment credits of $69,000 and
$51,000 for the year ended December 31, 2012, casply. As of December 31, 2012, our gross unrecey tax benefits are approximately
$10,897,000 which are attributable to researchdmwvelopment credits. A reconciliation of the chaimgeur unrecognized tax benefits is as
follows:

(in thousands) Federal Tax State Tax Total
Balance at December 31, 20 $ 5,45( $ 5,08¢ $10,53¢
Increase in tax position during 20 13€ 10z 23¢
Balance at December 31, 20 $ 5,58¢ $ 5,191 $10,777
Increase in tax postion during 20 69 51 12C
Balance at December 31, 20 $ 5,65¢ $ 5,24 $10,897

The increase for the year ended December 31, 204ts to a tax position taken during the curreatryThe increase for the year ended
December 31, 2011 is related to tax positions takemg 2011 and prior years. If the $10.9 millmfrunrecognized income tax benefit is
recognized, approximately $10.9 million would impte effective tax rate in the period in which leaf the benefits is recognized.

We do not expect our unrecognized tax benefithémge significantly over the next 12 months. Wegsize interest and penalties relate
to the unrecognized tax benefits within the inteeapense line and other expense line, respectiirethie consolidated statement of operation:
and comprehensive loss. We have not recorded &enest or penalties as a result of uncertain taitipos as of December 31, 2012 and 2011
Accrued interest and penalties would be includetiiwithe related liability in the consolidated bada sheet.

NOTE 13: O THER R ELATED P ARTY T RANSACTIONS
Consulting Agreements

On June 17, 2011, we entered into a consultingeageat with Bruce A. Huebner, a member of our Badrirectors. Pursuant to the
terms of the consulting agreement, Mr. Huebner idex\ consulting services regarding sales, markebnginess development and corporate
strategy and was paid $200 per hour. For the yed@dDecember 31, 2012 and 2011, the total amdwmnsulting fee expense for
Mr. Huebner was $5,000 and $9,000, respectivelyNovember 27, 2012, we announced the appointmeMir ofluebner as Interim Chief
Executive Officer. Mr. Huebner continues to sermeoar Board of Directors.

On December 3, 2012, we entered into a consultmgeament with our former President and Chief Exeeudfficer and director, Gail S.
Page. Pursuant to the terms of the consulting aggete Ms. Page will assist the Company as needeliiding providing advice and
recommendations with respect to the developmentaminercialization of the Company’s existing anaifa diagnostic tests, and managing
and developing relationships with existing and fetcollaborators and partners. She will provideimimum of 48 and a maximum of 96 hours
of consulting services per month. In consideratmrsuch services, we will pay Ms. Page a monthly éf $18,000, plus $250 for each hour of
services provided in excess of the 48 hour minimiine Consulting Agreement has an initial term &frabnths, after which it may be renev
for an additional six month term by mutual agreenwérthe Company and Ms. Page. For the year enagegmber 31, 2012, the total amour
consulting fee expense to Ms. Page was $18,000cdisulting agreement has been terminated wittifaotee date of March 15, 2013.

In November 2011, we entered into a consultingegent with our former Senior Vice President ande€8cience Officer, Eric T. Fur
M.D., Ph.D. Pursuant to the terms of the consultiggeement, Dr. Fung served as our Chief Medicit@fand a member of our Scientific
Advisory Board. Dr. Fung’s consulting agreement 8céentific Advisory Board services were terminaitedune 2012. For the year ended
December 31, 2012 and 2011, the total amount cfudting fee expense for Dr. Fung was $27,000 and(®6 respectively. During 2012,
Dr. Fung also continued to vest in restricted stwitk a fair value of $11,000 until the terminatiohthe consulting agreement.
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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 ageaé, our former Vice President of Strategy proglidensulting services. This consulting
agreement was terminated in June 2012. For thegyeted December 31, 2012, the total amount of dmgdiee expense to our former Vice

President of Strategy was $23,000 and the fairevaficontinued vesting in restricted stock was @Q,0ntil the termination of the consulting
agreement.
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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, theredatyp authorized.

Vermillion, Inc.

Date: March 1, 2013 /s/ Bruce A. Huebne
Bruce A. Huebne
Interim Chief Executive Officer
(Principal Executive Officer

Date: March 1, 2013 /sl Eric J. Schoe
Eric J. Schoe!l
Chief Accounting Office

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 datéisated.

Name Title Date
/sl Bruce A. Huebner Interim Chief Executive Officer (Principal March 1, 2013
Bruce A. Huebne Executive Officer)
/sl Eric J. Schoen Chief Accounting Officer (Principal Financial March 1, 2013
Eric J. Schoel Officer)
/s/ James S. Burns Chairman of the Board of Directors March 1, 2013
James S. Burr
/s/ John F. Hamilton Director March 1, 2013
John F. Hamiltor
/sl Peter S. Roddy Director March 1, 2013
Peter S. Rodd
/s/ Carl Severinghaus Director March 1, 2013
Carl Severinghau
/s/ William C. Wallen, Ph.D. Director March 1, 2013

William C. Wallen, Ph.D
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Number

2.1

3.1

4.4

10.1
10.2
10.c
10.4
10.t
10.€
10.7

INDEX TO EXHIBITS

Incorporated by Reference Filed
Exhibit Description Form File No. Exhibit Filing Date Herewith
Findings of Fact, Conclusions of Law and Order @Gamhg 8-K 0003161 2.1 January 12, 2010
Debtor’s (Vermillion Inc.’s) Second Amended Plan of
Reorganization Under Chapter 11 of the BankruptogeCdated
January 7, 201
Fourth Amended and Restated Certificate of Incafon of 8-K 00031611 3.1 January 25, 2010
Vermillion, Inc. dated January 22, 20
Third Amended and Restated Bylaws of Vermilliorg.|ras v
amended effective May 15, 20
Form of Vermillion, Inc.’s (formerly Ciphergen Bigstems, S-1/A 3333281: 4.1 August 24, 2000
Inc.) Common Stock Certifica
Preferred Shares Rights Agreement between Vermijllic. 8-A 00031617 4.z March 21, 2002
(formerly Ciphergen Biosystems, Inc.) and ContiaéBtock
Transfer & Trust Company dated March 20, 2!
Amendment to Rights Agreement between Vermilliow, | 8-K 000-3161" 4.4 July 28, 2005
(formerly Ciphergen Biosystems, Inc.) and WellsgeaBank,
N.A. dated July 22, 20C
Second Amendment to Rights Agreement between Viomil 8-K 00031617 4.5 October 4, 2005
Inc. (formerly Ciphergen Biosystems, Inc.) and Wé&largo
Bank, N.A. dated September 30, 2(
Third Amendment to Rights Agreement between Veianill 8-K 00031617 10.1 September 12, 2007
Inc. and Wells Fargo Bank, N.A., dated Septembe2007
1993 Stock Option Plan S-1 333-3281:  10.: March 20, 200(
Form of Stock Option Agreement S-1/A 333-3281:  10.4 August 24, 200t
2000 Stock Plan and related form of Stock Optiomeggnent # S-1/A 333-32812  10.t August 4, 200(
Amended and Restated 2000 Employee Stock Purchhasét  1C-Q 00C-31617 10.¢ November 14, 200
Vermillion, Inc. 2010 Stock Incentive Plar 8-K 00C-31617 10.1 February 12, 201
Ciphergen Biosystems, Inc. 401(k) Pla 1C-K 00C-31617 10.7 March 22, 200t
Securities Purchase Agreement by and among Veomillnc.  S-1 33314635 10.57 September 27, 2007

and the purchasers party thereto dated August(®®,
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Exhibit
Number

10.€
10.€

10.1C

10.11

10.1-

10.1%

10.1¢

10.1¢

10.1¢

10.13

10.1¢

10.1¢

10.2(

Exhibit Description
Form of Warran

Form of Securities Purchase Agreement between \lami
Inc. and the purchasers party thereto dated Deae?dh00¢

Employment Agreement between Sandra A. Gardiner and
Vermillion, Inc. dated April 9, 2010

Employment Agreement between Gail S. Page and \Harmi
Inc. dated September 28, 201

Employment Agreement between Eric T. Fung and Vidonj
Inc. dated September 28, 201

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

Form of Proprietary Information Agreement between
Vermillion, Inc. (formerly Ciphergen Biosystemsgclhand
certain of its employees

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

MAS License Agreement with lllumeSys Pacific, Idated
April 7, 1997

MAS License Agreement with Ciphergen Technologiies,
(formerly ISP Acquisition Corporation) dated April 1997

Settlement Agreement and Mutual General Releasmby
among Vermillion, Inc. (formerly Ciphergen Biosystg, Inc.),
IllumeSys Pacific, Inc., Ciphergen Technologies. |iMolecula
Analytical Systems, Inc., LumiCyte, Inc. and T. \idin
Hutchens dated May 28, 200:

Assignment Agreement by and among Vermillion, (facmerly
Ciphergen Biosystems, Inc.), lllumeSys Pacific, |@iphergen
Technologies, Inc., Molecular Analytical System;.)
LumiCyte, Inc. and T. William Hutchens dated May, 2803 1

License Agreement between Vermillion, Inc. (forrgerl
Ciphergen Biosystems, Inc.) and Molecular Analytiegstems,
Inc. dated May 28, 2003

Incorporated by Reference Filed
Form File No. Exhibit Filing Date Herewith

1C-Q 00(-31617 10.517 November 14, 200

8-K 00031617  10.1 December 29, 2009

8-K 00031617 10.1 April 22,2010

8-K 0003481( 10.1 September 30, 2010

8-K 0003481( 10.z September 30, 2010

8-K 00031617  10.1 August 29, 2008

S-1/A 33332812  10.€ August 24, 2000

8-K 00031617 10.1 August 29, 2008

S-1/A 3333281: 10.2¢ August 24, 2000

S-1 33332812 10.2¢ August 24, 2000

8-K 000-31617 99.z June 11, 2003

8-K 00031617  99.2 June 11, 2003

8-K 000-3161% 99.4 June 11, 2003
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10.2]  Collaborative Research Agreement between Unive@ifjege 10-K 00031617 10.5¢ March 17, 2006
London, UCL Biomedica plc and Vermillion, Inc. (foerly
Ciphergen Biosystems, Inc.) dated September 22 2I

10.2:  Distribution and Marketing Agreement between Velianil, S-1/A 3333281 10.2¢ September 22, 2000
Inc. (formerly Ciphergen Biosystems, Inc.) and @ifgen
Biosystems KK dated March 24, 19

10.2:  Strategic Alliance Agreement between Vermilliorg.In 8-K 00031617 10.4< July 28, 2005
(formerly Ciphergen Biosystems, Inc.) and QuesibDastics
Incorporated dated July 22, 20

10.2¢  Amendment to Strategic Alliance Agreement between 8-K 00031617 10.z October 21, 2009
Vermillion, Inc. and Quest Diagnostics Incorporatided
October 7, 200!

10.2t  Amendment to Strategic Alliance Agreement between 8-K 000-3481C 10.1 November 12, 201
Vermillion, Inc. and Quest Diagnostics Incorporatiaded
November 10, 201

10.2¢  Amendment No. 5 to Strategic Alliance Agreementhg 10-Q 0013481C 10.1 May 10, 2011
among Vermillion, Inc. and Quest Diagnostics Incogted
and Quest Diagnostics India Private Limited, dated
April 2, 2011+

10.27  Stock Purchase Agreement between Vermillion, lfaenferly 8-K 00031617 10.4% July 28, 2005
Ciphergen Biosystems, Inc.) and Quest Diagnostics
Incorporated dated July 22, 20

10.2¢  Warrant between Vermillion, Inc. (formerly Cipherge 8-K 00031617 10.4€ July 22, 2005
Biosystems, Inc.) and Quest Diagnostics Incorpdrdtged
July 22, 200t

10.2¢  Amendment to Warrant between Vermillion, Inc. (femty 8-K 00031617 10.z August 29, 2007

Ciphergen Biosystems, Inc.) and Quest Diagnostics
Incorporated dated August 29, 2C

10.3C  Letter Agreement between Vermillion, Inc. and Quest S-1 33314635« 10.3¢ September 27, 2007
Diagnostics Incorporated dated August 29, 2
10.31  Credit Agreement between Vermillion, Inc. (formerly 8-K 00031617 10.4% July 28, 2005

Ciphergen Biosystems, Inc.) and Quest Diagnostics
Incorporated dated July 22, 20
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Exhibit
Number

10.3Z

10.3¢

10.3¢

10.3¢

10.3¢

10.33

10.3¢

10.3¢

10.4(

10.41

Exhibit Description Form

Debtor-In-Possession Credit and Security Agreement  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, Inc. 1l4a
(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 Biosystemsgclhand
Bio-Rad Laboratories, Inc. dated November 13, Z

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

Transition Services Agreement between Vermilliow,. |  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 Biosssis,
Inc.) and Bi-Rad Laboratories, Inc. dated May 11, 2(

Amendment No. 2 to Transition Services Agreement S-1
between Vermillion, Inc. (formerly Ciphergen Biosysis,
Inc.) and Bi-Rad Laboratories, Inc. dated June 15, 2

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

Incorporated by Reference Filed
File No. Exhibit Filing Date Herewith
000-31617 10.1 October 21, 2009

33314635 10.4( September 27, 2007
000-31617 10.4¢ July 28, 2005
00031617 Annex A September 12, 2006

33314635 10.4%7 September 27, 2007

333-14635¢ 10.4¢ September 27, 2007

333-14635¢ 10.5: November 27, 200

33314635 10.5C September 27, 2007

333-14635¢ 10.5] September 27, 2007

333-14635:¢ 10.5¢ November 27, 200
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10.4:

10.4:

10.4¢

10.4¢

10.4¢

10.43

10.4¢

10.4¢

10.5(

10.51

10.52

10.5:

10.5¢

Exhibit Description

Amendment No. 1 to Manufacture and Supply Agreement
between Vermillion, Inc. and Bio-Rad Laboratorikes,. dated
August 27, 200

Cross License Agreement between Vermillion, Inatr(ferly
Ciphergen Biosystems, Inc.) and Bio-Rad Laborasptiec.
dated November 13, 200€

Sublicense Agreement between Vermillion, Inc. (ferin
Ciphergen Biosystems, Inc.) and Bio-Rad Laboraspiec.
dated November 13, 20(

Letter Agreement between Vermillion, Inc. (formerly
Ciphergen Biosystems, Inc.) and Bio-Rad Laboraspfiec.
dated November 13, 20(

Sublease Agreement between Vermillion, Inc. (foilgner
Ciphergen Biosystems, Inc.) and Bio-Rad Laborasptiec.
dated November 13, 200€

Exclusive Distribution Agreement between Vermilljonc.
and Pronto Diagnostics Ltd., dated August 1, 2C

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

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

Asset Purchase Agreement between Vermillion, Ind. a
Correlogic Systems, Inc., dated November 8, 2

Employment Agreement between Eric J. Schoen and
Vermillion, Inc. dated April 4, 2012

Employment Agreement between William Creech and
Vermillion, Inc. dated April 4, 2012

Settlement Agreement and Release between Vermilinan
and Oppenheimer & Co., Inc. dated February 9, -

Employment Agreement between Bruce A. Huebner and
Vermillion, Inc. dated November 26, 201

Incorporated by Reference Filed
Form File No. Exhibit Filing Date Herewith
S-1 33314635 10.5: September 27, 2007
S-1/A 33314635 10.5¢ November 27, 200
S-1 33314635 10.1! September 27, 2007
S-1 33314635 10.5t September 27, 2007
S-1/A 33314635 10.6( November 27, 200
10-Q 001-3481C  10.1 August 9, 2011
10-Q 001-3481C  10.z August 9, 2011
10-Q 001-3481(C  10.1 November 9, 201
10-K 001-3481( 10.5C March 27, 2012
8-K 001-3481(  10.1 April 10, 2012
8-K 001-3481C 10.z April 10, 2012
10-K/A 001-3481( 10.51 May 30, 2012
8-K 001-3481(C  10.1 November 28, 201
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10.5¢
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14.1
21.C
23.1

23.2

31.1

31.2

32.C

101.INS
101.SCt
101.CAL
101.DEF
101.LAB
101.PRI

Exhibit Description

Consulting Agreement between Gail S. Page and \lggmi
Inc. dated December 3, 201:

Separation Agreement and Release between GaildPape
Vermillion, Inc. dated December 7, 201.

Code of Ethict
Subsidiaries of Registra

Consent of BDO USA, LLP, Independent RegisterediPub
Accounting Firm

Consent of PricewaterhouseCoopers LLP, Independent
Registered Public Accounting Fir

Certification of the Chief Executive Officer Pursiido Sectiol
302 of the Sarban-Oxley Act of 200z

Certification of the Chief Accounting Officer Puesut to
Section 302 of the Sarbal-Oxley Act of 2002

Certification of the Chief Executive Officer andi€h
Accounting Officer pursuant to 18 U.S.C. Sectiob@,3as
adopted pursuant to Section 906 of the SarbanesyOx|
Act of 2002

XBRL Instance Documer

XBRL Taxonomy Extension Schema Docum

XBRL Taxonomy Extension Calculation Linkbase Docutr
XBRL Taxonomy Extension Definition Linkbase Docurh
XBRL Taxonomy Extension Label Linkbase Docum

XBRL Taxonomy Extension Presentation Linkbase Doent

Incorporated by Reference

Form

File No.

Exhibit Filing Date

Filed
Herewith

8-K

8-K

001-3481(

001-3481(

001-3481(

10.2 November 28, 201

10.1 December 11, 2012

14.1 December 7, 201

1)

(1)
1)
1)

1)
(1)

Attached as Exhibit 101 to this report are documémtmatted in XBRL (Extensible Business Reportiagguage). Users of this data are
advised that, pursuant to Rule 406T of Regulatidn e interactive data file is deemed not filegart of a registration statement or
prospectus for purposes of Sections 11 or 12 oStdwurities Act of 1933, as amended, is deemeélladtfor purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, aotthéswise not subject to liability under thesetioss.
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(1) Furnished herewit

#  Management contracts or compensatory plan or aeraagt.

T Confidential treatment has been granted witheetsip certain provisions of this agreement. Omditiertions have been filed separately
with the SEC

tt Certain portions of this exhibit have been oadithnd filed separately with the SEC. Confiderntshtment has been requested with
respect to such omitted portiol
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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 shallbéhe City of Wilmington, County of New Castle, &taf Delaware. The name of the
registered agent of the corporation at such lonaticCorporation Trust Company.

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

ARTICLE Il
MEETINGS OF STOCKHOLDERS

2.1 PLACE OF MEETINGS

Meetings of stockholders shall be held at any plaggin or outside the State of Delaware, desigddty the board of directors. In the
absence of any such designation, stockholders’ing=eshall be held at the registered office ofdbrporation.

2.2 ANNUAL MEETING

The annual meeting of stockholders shall be helth gaar on a date and at a time designated byahel lof directors. In the absence of
such designation, the annual meeting of stockhslgleall 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 meetingIdt@lheld at the same time and place on the nexesding full business day. At the meeting,
directors shall be elected and any other propeinbas may be transacted.

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

2.4 NOTICE OF STOCKHOLDER' MEETINGS

All notices of meetings with stockholders shallibbevriting 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 eadkistdder entitled to vote at such meeting.
The notice shall specify the place, date, and bbtine meeting, and, in the case of a special mggtire 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 Statas, postage prepaid, directed to
stockholder at his address as it appears on tled®of the corporation. An affidavit of the seargtor an assistant secretary or of the transfel
agent of the corporation that the notice has béesmgshall, in the absence of fraud, be prima favidence of the facts stated ther:




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 stoatdd for the transaction of business except aswibe provided by statute or by the certific
of incorporation. If, however, such quorum is noggent or represented at any meeting of the stdaéts) then the stockholders entitled to \
thereat, present in person or represented by psivwall have power to adjourn the meeting from ttom&me, without notice other than
announcement at the meeting, until a quorum isepites represented. At such adjourned meeting ahnhquorum is present or represented,
any business may be transacted that might havetls®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, notied net be given of the adjourned
meeting if the time and place thereof are annoulaté¢le meeting at which the adjournment is takénhe adjourned meeting the corporation
may transact any business that might have beesattad at the original meeting. If the adjournmeffior more than thirty (30) days, or if after
the adjournment a new record date is fixed forathieurned meeting, a notice of the adjourned mgedirall be given to each stockholder of
record entitled to vote at the meeting.

2.8 VOTING

The stockholders entitled to vote at any meetingtotkholders shall be determined in accordande thé provisions of Section 2.11 of
these bylaws, subject to the provisions of Sectitiisand 218 of the General Corporation Law of @al& (relating to voting rights of
fiduciaries, pledgors and joint owners of stock émsloting 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 waiverd#od, signed by the person entitled to notice, Weebefore or after the time stated therein,
shall be deemed equivalent to notice. Attendan@ep#rson at a meeting shall constitute a waiveotte of such meeting, except when the
person attends a meeting for the express purposigi@dting, at the beginning of the meeting, totthasaction of any business because the
meeting is not lawfully called or convened. Neittiex 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 certificdtaoorporation or these bylaws.

2.10 RECORD DATE FOR STOCKHOLDER NOTICE; VOTING: GIVINGONSENTE

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 paynuérny dividend or other distribution or allotmexitany rights, or entitled to exercise any
rights in respect of any change, conversion or angh 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 more shdy (60) nor less than ten (10) days beforedidite of such meeting, nor more than sixty
(60) days prior to any other action.

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

(&) The record date for determining stockholdetitled to notice of or to vote at a meetingtoickholders shall be at the close of
business on the day next preceding the day on wiadtibe is given, or, if notice is waived, at tHese of business on the day next
preceding the day on which the meeting is held.
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(b) The record date for determining stockholdarstled to express consent to corporate actiomriting without a meeting when
no prior action by the board of directors is neaggsshall be the day on which the first writtemsent is expressed.

(c) The record date for determining stockholdersany other purpose shall be at the close oiless on the day on which the
board of directors adopts the resolution relathereato.

A determination of stockholders of record entittedotice of or to vote at a meeting of stockhaddgrall apply to any adjournment of
meeting; provided, however, that the board of dinecmay fix a new record date for the adjourneeting.

2.11 PROXIES

Each stockholder entitled to vote at a meetingadkholders or to express consent or dissent foorate action may authorize another
person or persons to act for him by a written praxgned by the stockholder and filed with the ety of the corporation, but no such proxy
shall be voted or acted upon after three (3) ykars 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 (hdreby manual signature, typewriting, telegraptami$mission or otherwise) by the
stockholder or the stockholder’s attorney-in-fadte revocability of a proxy that states on its fdta it is irrevocable shall be governed by the
provisions of Section 212(e) of the General CorfionaLaw of Delaware.

2.12 LIST OF STOCKHOLDERS ENTITLED TO VOTI

The officer who has charge of the stock ledger cdroration shall prepare and make, at leastii®pdays before every meeting of
stockholders, a complete list of the stockholdetiled to vote at the meeting, arranged in alptiahkorder, and showing the address of each
stockholder and the number of shares registerédtkimame of each stockholder. Such list shall lEmdp the examination of any stockholder,
for any purpose germane to the meeting, duringharglibusiness 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 blhe/hich place shall be specified in the noticéhaf meeting, or, if not so specified, at the
place where the meeting is to be held. The list sifso be produced and kept at the time and piétee meeting during the whole time ther
and may be inspected by any stockholder who isptes

2.13 ADVANCE NOTICE PROVISIONS FOR STOCKHOLDER PROPOSA

(a) Atan annual meeting or at a special meaifrtge stockholders, only such business shalldnelgcted as shall have been
properly brought before such meeting. To be prggemught before a meeting, business must be di)dint before the meeting by the
corporation and specified in the notice of meefmgany supplement thereto) given by or at theativae 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 meetinga stockholder who (A) was a stockholder of rddand, with respect to any
beneficial owner, if different from such stockhalaé record, on whose behalf such business is megoonly if such beneficial owner
was the beneficial owner of shares of the corpandtboth at the time of giving the notice providedin this Section 2.13 and at the time
of the meeting, (B) is entitled to vote at the nireggtand (C) has complied with this Section 2.18casuch business. Except for proposals
properly made in accordance with Rule 14a-8 (orsuocessor thereto) under the Securities ExchanyefA 934, as amended, and the
rules and regulations thereunder (as so amendethelndive of such rules and regulations, thexthange Act), and included in the
notice of meeting given by or at the directiontof board of directors, the foregoing clause (hialsbe the exclusive means for a
stockholder to propose business to be brought befaneeting of the stockholders. Stockholders sgeki nominate a person or persons
for election to the board of directors must complth Section 2.14, and this Section 2.13 shallbetpplicable to nominations except as
expressly provided in Section 2.14.
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(b) Without qualification, for business to b@perly brought before a meeting by a stockholder,stockholder must (i) provide
Timely Notice (as defined below) thereof in writingd in proper form (as provided for in Section32c)) to the secretary of the
corporation and (ii) provide any updates or suppglets to such notice at the times and in the foeqsired by this Section 2.13. To be
timely, a stockholder’s notice must be deliveredotomailed and received at, the principal exeeutiffices of the corporation either, as
applicable (such notice within the following timerjpds, “Timely Notic€'):

(1) for an annual meeting, not earlier thandhe hundred twentieth (120th) day nor later thanrtimetieth (90th) day prior
to the one-year anniversary of the preceding yearnsial meeting; provided, however, that if theed#tthe annual meeting is more
than thirty (30) days before or more than sixty)(@8ys after such anniversary date, notice by tihekholder to be timely must be
so delivered, or mailed and received, on or betloedater of (x) the ninetieth (90th) day priorsiach annual meeting or (y) the te
(10th) day following the date on which Public Dizslire (as defined below) of the date of such anme&ting was first made, or

(2) for a special meeting, not earlier thandhe hundred twentieth (120th) day nor later thantinetieth (90th) day prior
such special meeting or, if later, the tenth (1@iy following the date on which Public Disclosofahe date of such special
meeting was first made.

In no event shall any adjournment or postponemeah@nnual meeting or of a special meeting omatimouncement thereof commence
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 thigtim 2.13, a stockholder’s notice to the secrestuall set forth:

(i) As to each Proposing Person (as definedvigel®) the name and address of such ProposingRdnscluding, if
applicable, the name and address that appear a@otherations books and records) and (B) the class or serggsamber of share
of the corporation that are, directly or indirectbyvned of record or beneficially owned (within timeaning of Rule 13d-3 under the
Exchange Act) by such Proposing Person, excepstleht Proposing Person shall in all events be dedémleeneficially own any
shares of any class or series of the corporatida afich such Proposing Person has a right toiextpeneficial ownership at any
time in the future (the disclosures to be madeyamsto the foregoing clauses (A) and (B) are refeto as ‘Stockholder
Information”);

(i) Asto each Proposing Person, (A) any denxgtswap or other transaction or series of tratimas engaged in, directly
indirectly, by such Proposing Person, the purpassfect of which is to give such Proposing Persoanomic risk similar to
ownership of shares of any class or series of dhgoration, including due to the fact that the eadd such derivative, swap or other
transaction or series of transactions is determioyekference to the price, value or volatilityasfy shares of any class or series of
the corporation, or which derivative, swap or ottiansaction or series of transactions providegctly or indirectly, the
opportunity to profit from any increase in the prior value of shares of any class or series ofdingoration (any such derivative,
swap or other transaction or series of transactisngescribed in this clause (A) is referred ta &Synthetic Equity Interes}, all
of which Synthetic Equity Interests shall be diseld without regard to whether (x) any such SyntHegjuity Interest conveys any
voting rights in shares of any class or seriehiefdorporation to such Proposing Person, (y) anig Synthetic Equity Interest is
required to be, or is capable of being, settledugh delivery of shares of any class or serieb@fttorporation or (z) such Propos
Person may have entered into other transactioniétiye or mitigate the economic effect of suchtiSgtic Equity Interest, (B) any
proxy (other than a revocable proxy or consentmjimeresponse to a solicitation made pursuantrid,ia accordance with,

Section 14(a) of the Exchange Act by way of a #aliion statement filed on Schedule 14A), agreepemangement, understand
or relationship pursuant to which such Proposing®tehas or shares a right to vote any sharesyoflass or series of the
corporation, (C) any agreement, arrangement, utatetdig or relationship, including any
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repurchase or similar stock borrowing agreememtr@ngement, engaged in, directly or indirectlysbgh Proposing Person, the
purpose or effect of which is to mitigate lossregjuce the economic risk (of ownership or otherwigeshares of any class or series
of the corporation by, manage the risk of sharegpchanges for, or increase or decrease the votwer of, such Proposing Person
with respect to the shares of any class or sefitteeacorporation, or which provides, directly ndirectly, the opportunity to profit
from any decrease in the price or value of theeshaf any class or series of the corporation (aich agreement, arrangement,
understanding or relationship as described indlaisse (C) is referred to as &hort Interest), (D) any rights to dividends on the
shares of any class or series of the corporatiamedvbeneficially by such Proposing Person thataeparated or separable from the
underlying shares of the corporation, (E) any pennce related fees (other than an asset baseth&euch Proposing Person is
entitled to based on any increase or decreaseiprtbe or value of shares of any class or sefiélseocorporation, or any Synthetic
Equity Interests or Short Interests, if any, andaify other information relating to such Propodiegson that would be required to
be disclosed in a proxy statement or other filiaguired to be made in connection with solicitatiohproxies or consents by such
Proposing Person in support of the business pralpmskee brought before the meeting pursuant toi@ed#(a) of the Exchange #
(the disclosures to be made pursuant to the fonggdauses (A) through (F) are referred to &sstlosable Interesty; provided,
however, that Disclosable Interests shall not idelany such disclosures with respect to the ordicaurse business activities of
any broker, dealer, commercial bank, trust compgamther nominee who is a Proposing Person sokely@sult of being the
stockholder directed to prepare and submit thecaatquired by these bylaws on behalf of a berafawvner; and

(iii) Asto each item of business that the stailler proposes to bring before the meeting, (Pdasonably brief description
of the business desired to be brought before tretintg the reasons for conducting such businegganeeting and any material
interest in such business of each Proposing PefBdthe text of the proposal or business (inclgdime text of any resolutions
proposed for consideration), and (C) a reasonadtigiléd description of all agreements, arrangememderstandings and
relationships (x) between or among any of the PsaqgpPersons or (y) between or among any Propd&ngon and any other
person, including the name of such other persoogimection with the proposal of such businessuai stockholder.

For purposes of this Section 2.13, the terRrdposing Persofi shall mean (i) the stockholder providing the netof business proposed
to be brought before a meeting, (ii) the benefioigher or beneficial owners, if different from aRyoposing Person pursuant to the foregoing
clause (i), on whose behalf the notice of the lessmroposed to be brought before the meeting denfai) any affiliate or associate (each
within the meaning of Rule 12b-2 under the Exchafdgefor 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), (ii) 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 agreemeatgement or understanding) in concert with, araas a common goal relating to the
management, governance or control of the corparatigarallel with, such other person where (A)reperson is conscious of the other
person’s conduct or intent and this awareness @&eamnent in their decisiomaking processes and (B) at least one additiostdfauggests th
such persons intend to act in concert or in pdrailleich such additional factors may include, with&imitation, exchanging information
(whether publicly or privately), attending meetingsnducting discussions, or making or solicitingifations to act in concert or in parallel;
provided, however, that a person shall not be ddgmbée Acting in Concert with any other persoreloas a result of the solicitation or rect
of revocable proxies or consents from such othesquein response to a solicitation made pursuarartd in accordance with, Section 14(a) of
the Exchange Act by way of a proxy or consent galion statement filed on Schedule 14A. A persatidg in Concert with another person
shall be deemed to be Acting in Concert with angdtharty who is also Acting in Concert with sudher person.
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(d) A stockholder providing notice of businesspgosed to be brought before a meeting shall furdbdate 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 meetinges of the date that is ten (10) business dagstprthe meeting or any adjournment or
postponement thereof, and such update and supplesma&ihbe delivered to, or mailed and receivedtbg,secretary at the principal
executive offices of the corporation not later tiiae (5) business days after the record datelfemneeting in the case of the update and
supplement required to be made as of the recor] dat not later than eight (8) business daysaiticable (or, if not practicable, on the
first practicable date) prior to the date for theating or any adjournment or postponement theiedie case of the update and
supplement required to be made as of ten (10) bssidays prior to the meeting or any adjournmepbstponement thereof.

(e) Notwithstanding anything in these bylawshi® contrary, no business shall be conducted ateting except in accordance
with this Section 2.13. The board of directors,ighan of the board, presiding officer of the megtar president shall, if the facts
warrant, determine that the business was not piyopesught before the meeting in accordance with 8ection 2.13, and if he or she
should so determine, he or she shall so declateetmeeting and any such business not properlyghtdaefore the meeting shall not be
transacted.

(H This Section 2.13 is expressly intendedppla to any business proposed to be brought befeneeting 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 noticedasthckholders or Public Disclosure from the ba#rdirectors. In addition to the
requirements of this Section 2.13 with respectiplausiness proposed to be brought before a meet@uy Proposing Person shall
comply with all applicable requirements of the Exebe Act with respect to any such business; proyidewever, that references in th
bylaws to the Exchange Act, or the rules and ragula promulgated thereunder are not intended doshall not limit the requirements
these bylaws applicable to nominations or proposiaény other business to be considered pursudahese bylaws regardless of the
stockholder’s intent to utilize Rule 14a-8 undex Bxchange Act (or any successor thereto). Notininkis Section 2.13 shall be deemed
to affect the rights of stockholders to requeslhusion of proposals in the corporation’s proxy etaént pursuant to Rule 14a-8 under the
Exchange Act (or any successor thereto).

(g) For purposes of these bylaw$ublic Disclosure’ shall mean disclosure in a press release repbstednational news service
or in a document publicly filed by the corporatieith the Securities and Exchange Commission putsisaBections 13, 14 or 15(d) of
the Exchange Act.

2.14 _ADVANCE NOTICE PROVISIONS FOR STOCKHOLDEROWMINATIONS

(&) Nominations of any person for election te floard of directors at an annual meeting or aeaial meeting may be made at
such meeting only (i) by or at the direction of tward of directors, including by any committegpersons appointed by the board of
directors, or (ii) by a stockholder who (A) wastackholder of record (and, with respect to any fiere@ owner, if different from such
stockholder of record, on whose behalf such nontnas proposed to be made, only if such benefwaher was the beneficial owner of
shares of the corporation) both at the time ofrgj\the notice provided for in this Section 2.14 aththe time of the meeting, (B) is
entitled to vote at the meeting, and (C) has comdplvith this Section 2.14 as to such nominatiore fidnegoing clause (ii) shall be the
exclusive means for a stockholder to make any natitin of a person or persons for election to thertb@f directors at an annual
meeting or at a special meeting.

(b) Without qualification, for a stockholdernmake any nomination of a person or persons fotiele¢o the board of directors at
an annual meeting or at a special meeting, th&istdder must (i) provide Timely Notice (as definaedSection 2.13) thereof in writing
and in proper form (as set forth in Section 2.14@the secretary of the corporation at the ppacexecutive offices of the corporation,
and (ii) provide any updates or supplements to sitice at the times and in the forms requiredhiy t
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Section 2.14. In no event shall any adjournmemqtostponement of an annual meeting or of a speaatimy or the announcement the|
commence a new time period (or extend any timeodgfor the giving of a stockholder’s notice asatdmed in this Section 2.14(b).

(c) To be in proper form for purposes of thist8® 2.14, a stockholder’s notice to the secrethall set forth:

(i) Asto each Nominating Person (as definedwsl the Stockholder Information (as defined int®ec2.13(c)(i), except
that for purposes of this Section 2.14 the termrfiiating Person” shall be substituted for the t&Pmoposing Person” in all places
it appears in Section 2.13(c)(i));

(i) Asto each Nominating Person, any Discldedbterests (as defined in Section 2.13(c)(iizept that for purposes of tl
Section 2.14 the term “Nominating Person” shalkbbstituted for the term “Proposing Person” impédices it appears in
Section 2.13(c)(ii) and the disclosure in clauseoffSection 2.13(c)(ii) shall be made with respgecthe election of directors at the
meeting);

(i)  As to each person whom a Nominating Pensmposes to nominate for election as a direcfora(l information with
respect to such proposed nominee that would bereztjto be set forth in a stockholder’s notice part to this Section 2.14 if such
proposed nominee were a Nominating Person, (Bhfaiimation relating to such proposed nominee tiraild be required to be
disclosed in a proxy statement or other filingsuieggd to be made in connection with solicitatiofi@xies for election of directors
in a contested election pursuant to Section 14fdguthe Exchange Act (including but not limitedstech proposed nominee’s
written consent to being named in the proxy statérase a nominee and to serving as a director ¢tet), and (C) a description of
all direct and indirect compensation and other niltenonetary agreements, arrangements and unddistgs during the past three
years, and any other material relationships, batveeemong any Nominating Person, on the one hamtleach proposed nominee,
such proposed nominee’s respective affiliates asd@ates, and any other persons with whom sugsopeal nominee (or any of
such proposed nominee’s respective affiliates so@ates) is Acting in Concert, on the other hameluding, without limitation, all
information that would be required to be disclopadsuant to Item 404 under Regulation S-K if sucmivating Person were the
“registrant” for purposes of such rule and the psgzl nominee were a director or executive offiéesuch registrant; and

(iv) If required by the corporation, as to ampmosed nominee, such other information (A) as neagonably be required by
the corporation to determine the eligibility of fygsroposed nominee to serve as an independentatigche corporation or
(B) that could be material to a reasonable stoaérts understanding of the independence or lack ofpieddence of such propos
nominee.

For purposes of this Section 2.14, the terNohinating Persoi shall mean (i) the stockholder providing the oetof the nomination
proposed to be made at the meeting, (ii) the beia¢fiwner or beneficial owners, if different freeny Nominating Person pursuant to the
foregoing clause (i), on whose behalf the noticthefnomination proposed to be made at the mektingde, (iii) any affiliate or associate of
any Nominating Person pursuant to the foregoingsaa (i) or (ii), and (iv) any other person withammany Nominating Person pursuant to the
foregoing clauses (i), (i), or (iii) is Acting iG@oncert.

(d) A stockholder providing notice of any nontina proposed to be made at a meeting shall futpdate and supplement such
notice, if necessary, so that the information piledi 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 meetinges of the date that is ten (10) business dagstprthe meeting or any adjournment or
postponement thereof, and such update and supplesma&ihbe delivered to, or mailed and receivedtbg,secretary at the principal
executive offices of the corporation not later tiiae (5) business days after the record datelfembeeting in the case of the update and
supplement required to be made as of the recos] dat not later than eight (8) business daysaiticable (or, if not practicable, on the
first practicable date) prior to the date for theating or any adjournment or postponement theiedie case of the update and
supplement required to be made as of ten (10) bssidays prior to the meeting or any adjournmepbstponement thereof.
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(e) Notwithstanding anything in these bylawsh® tontrary, no person shall be eligible for etects a director of the corporat
unless nominated in accordance with this Secti@d.Zl'he board of directors, chairman of the boprdsiding officer of the meeting or
president shall, if the facts warrant, determire thnomination was not properly made in accordavittethis Section 2.14, and if he or
she should so determine, he or she shall so deslatedetermination to the meeting and any suchmation not properly made shall be
disregarded.

(H This Section 2.14 is expressly intendedpplato any nomination proposed to be made at an@ror special meeting of
stockholders regardless of whether the electiatirettors is already the subject of any noticehtogtockholders or Public Disclosure
from the board of directors. In addition to theuiggments of this Section 2.14 with respect to momination proposed to be made at a
meeting, each Nominating Person shall comply wlith@plicable requirements of the Exchange Act wéhpect to any such
nominations; provided, however, that referencab@se bylaws to the Exchange Act, or the rulesragdlations promulgated thereunder
are not intended to and shall not limit the requieats of these bylaws applicable to nominationgroposals or any other business to be
considered pursuant to these bylaws regardlesedatockholder’s intent to utilize Rule 14a-8 unifer Exchange Act (or any successor
thereto). Nothing in this Section 2.14 shall berded to affect the rights of stockholders to reqiredtision of proposals in the
corporation’s proxy statement pursuant to Rule 84mder the Exchange Act (or any successor thereto)

ARTICLE Il
DIRECTORS

3.1 POWERE

Subject to the provisions of the General Corporatiaw 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 shareshtisiness 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 six (6) hbens. The number of directors may be changed lansndment to this bylaw, duly
adopted by the board of directors or by the stoltldrs, or by a duly adopted amendment to the @=atéd 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 offidehe first class, which class shall initiallynsist of two directors, to expire at the first aahu
meeting of stockholders held after the IPO; thentef office of the second class, which shall idigi@onsist of three directors, to expire at the
second annual meeting of stockholders held afeeiRID; the term of office of the third class, whadhss shall initially consist of three
directors, to expire at the third annual meetingtotkholders held after the IPO; and thereafteefeh such term to expire at each third
succeeding annual meeting of stockholders held sifieh election.

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

3.3 ELECTION, QUALIFICATION AND TERM OF OFFICE OF DIREBGORS

Except as provided in Section 3.4 of these bylaivectors 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. ledizector, including a director elected to fillacancy, shall hold office until his successor is
elected and qualified or until his earlier resigmaior removal.

Elections of directors need not be by written Hallo



3.4 RESIGNATION AND VACANCIES

Any director may resign at any time upon writtetic®to the corporation. When one or more direcsorsesigns and the resignation is
effective at a future date, a majority of the dioes 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 fillinfather vacancies.

Unless otherwise provided in the certificate oforporation or these bylaws:

(a) Vacancies and newly created directorships tieguirom any increase in the authorized numbetigctors elected by all of the
stockholders having the right to vote as a sinfiexmay be filled by a majority of the directdrert in office, although less than a
qguorum, or by a sole remaining director.

(b) Whenever the holders of any class or classstook or series thereof are entitled to elect@mmore directors by the provisions
of the certificate of incorporation, vacancies aedvly created directorships of such class or ctaesseries may be filled by a majority
of the directors elected by such class or classesrees thereof then in office, or by a sole ramimaj director so elected.

If at any time, by reason of death or resignatiootber cause, the corporation should have no wirein 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 providesection 211 of the General
Corporation Law of Delaware.

If, at the time of filling any vacancy or any nevdseated directorship, the directors then in oftioastitute less than a majority of the
whole board (as constituted immediately prior tg anch increase), then the Court of Chancery mpgm@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 @uch vacancies or newly created directorshipg oceflace the directors chosen by the
directors then in office as aforesaid, which elathall be governed by the provisions of Sectibh @ the General Corporation Law of
Delaware as far as applicable.

3.5 PLACE OF MEETINGS; MEETINGS BY TELEPHON
The board of directors of the corporation may hakktings, both regular and special, either witlinudside the State of Delaware.

Unless otherwise restricted by the certificatenabrporation or these bylaws, members of the bohdirectors, or any committee
designated by the board of directors, may partieipaa meeting of the board of directors, or angnmittee, by means of conference telephon
or similar communications equipment by means ofcWiaill persons participating in the meeting carr leeah other, and such participation in
meeting shall constitute presence in person atiaeting.

3.6 FEIRST MEETINGS

The first meeting of each newly elected board odatbrs shall be held at such time and place dktshéixed by the vote of the
stockholders at the annual meeting and no noticaidf meeting need be given to the newly electestidirs in order legally to constitute the
meeting, provided a quorum shall be present. Iretlent of the failure of the stockholders to fir time or place of such first meeting of the
newly elected board of directors, or in the everchsmeeting is not held at the time and placexsifby the stockholders, the meeting may be
held at such time and place as shall be specifiednotice given as hereinafter provided for speni&etings of the board of directors, or as
shall be specified in a written waiver signed byoékhe directors.
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3.7 REGULAR MEETINGS

Regular meetings of the board of directors maydid tvithout notice at such time and at such placehall 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 manneranitike notice on the written request of two
(2) directors unless the board consists of only (@elirector, in which case special meetings sbaltalled 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 ¢ciouie a quorum for the transaction of
business and the act of a majority of the diregboesent at any meeting at which there is a quahati be the act of the board of directors,
except as may be otherwise specifically providedtayute or by the certificate of incorporationalfjluorum is not present at any meeting o
board of directors, then the directors presenttiitamay 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 anyipion of the General Corporation Law of Delawaref the certificate of
incorporation or these bylaws, a written waiverd#od, signed by the person entitled to notice, Weebefore or after the time stated therein,
shall be deemed equivalent to notice. Attendan@ep#rson at a meeting shall constitute a waiveiotte of such meeting, except when the
person attends a meeting for the express purposigi@dting, at the beginning of the meeting, totthasaction of any business because the
meeting is not lawfully called or convened. Neitltes business to be transacted at, nor the pugfpsay regular or special meeting of the
directors, or members of a committee of directoegd be specified in any written waiver of notiodess so required by the certificate of
incorporation or these bylaws.

3.11 ADJOURNED MEETING: NOTICE

If a quorum is not present at any meeting of therté@f directors, then the directors present theregy adjourn the meeting from time to
time, without notice other than announcement anketing, until a quorum is present.

3.12 BOARD ACTION BY WRITTEN CONSENT WITHOUT A MEETINC

Unless otherwise restricted by the certificatenabrporation or these bylaws, any action requireggeomitted to be taken at any meeting
of the board of directors, or of any committee ¢oér may be taken without a meeting if all memhrhe board or committee, as the case
be, consent thereto in writing and the writing aitiwgs are filed with the minutes of proceedindshe board or committee.

3.13 EEES AND COMPENSATION OF DIRECTOR

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

3.14 APPROVAL OF LOANS TO OFFICER

The corporation may lend money to, or guaranteeodfigation of, or otherwise assist any officerotiner employee of the corporation or
of its subsidiary, including any officer or empl@y&ho is a director of the
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corporation or its subsidiary, whenever, in thegiument of the directors, such loan, guaranty orsterste may reasonably be expected to be
the corporation. The loan, guaranty or other amscst may be with or without interest and may becmed, or secured in such manner as the
board of directors shall approve, including, withbunitation, a pledge of shares of stock of thepowation. Nothing contained in this

section shall be deemed to deny, limit or resthietpowers of guaranty or warranty of the corporatit common law or under any statute.

3.15 REMOVAL OF DIRECTORS

Unless otherwise restricted by statute, by thefiate of incorporation or by these bylaws, ansedtor or the entire board of directors
may be removed, with or without cause, by the hsldé a majority of the shares then entitled teevatt an election of directors.

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 DIRECTOR!

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 directifrthe corporation. The board may designate omeove directors as alternate members of
any committee, who may replace any absent or didggamember 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 fraiting, whether or not he or they
constitute a quorum, may unanimously appoint anmatiember 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 andatittof the board of directors in the managemdirihe business and affairs of the
corporation, and may authorize the seal of theamaitfon to be affixed to all papers that may regitirbut no such committee shall have the
power or authority to (i) amend the certificataraforporation (except that a committee may, toektent authorized in the resolution or
resolutions providing for the issuance of sharestatk adopted by the board of directors as pravidesection 151(a) of the General
Corporation Law of Delaware, fix any of the prefeces or rights of such shares relating to divideretfemption, dissolution, any distribution
of assets of the corporation or the conversion, intdhe exchange of such shares for, shares obtugy class or classes or any other series of
the same or any other class or classes of stottleaforporation), (ii) adopt an agreement of meageronsolidation under Sections 251 or 252
of the General Corporation Law of Delaware, (igtommend to the stockholders the sale, lease bdaage of all or substantially all of the
corporation’s property and assets, (iv) recommerttie¢ stockholders a dissolution of the corporatioa revocation of a dissolution, or
(v) amend the bylaws of the corporation; and, utas board resolution establishing the committezpylaws or the certificate of
incorporation expressly so provide, no such coneaigthall have the power or authority to declarviglehd, to authorize the issuance of st
or to adopt a certificate of ownership and merggspant to Section 253 of the General Corporatiawnw bf Delaware.

4.2 COMMITTEE MINUTES
Each committee shall keep regular minutes of itetings and report the same to the board of diresttien required.

4.3 MEETINGS AND ACTION OF COMMITTEES

Meetings and actions of committees shall be gowkhye and held and taken in accordance with, tbeigions of Article Il of these
bylaws, Section 3.5 (place of meetings and meetiygelephone), Section 3.7
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(regular meetings), Section 3.8 (special meetimgsrevtice), Section 3.9 (quorum), Section 3.10 ¥erof notice), Section 3.11 (adjournment
and notice of adjournment), and Section 3.12 (aatithout a meeting), with such changes in the exanf those bylaws as are necessary to
substitute the committee and its members for tlaedof directors and its members; provided, howebat the time of regular meetings of
committees may also be called by resolution ofath@rd of directors and that notice of special nmggstiof committees shall also be given to all
alternate members, who shall have the right tondttdl meetings of the committee. The board ofaoes may adopt rules for the government
of any committee not inconsistent with the provisi@f these bylaws.

ARTICLE V
OFFICERS

5.1 OFFICERS

The officers of the corporation shall be a presidene or more vice presidents, a secretary, anebaurer. 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 mappeirted in accordance with the provisions of $#c8.3 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 ofices may be appointed in accordance with the giang of Sections 5.3 or 5.5 of these
bylaws, shall be chosen by the board of directrbject to the rights, if any, of an officer undery contract of employment.

5.3 SUBORDINATE OFFICERS

The board of directors may appoint, or empowerpttesident 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 sucleduts are provided in these bylaws or as
the board of directors may from time to time detieen

5.4 REMOVAL AND RESIGNATION OF OFFICERS

Subject to the rights, if any, of an officer und@ry contract of employment, any officer may be reeal either with or without cause, by
an affirmative vote of the majority of the boarddifectors at any regular or special meeting oftithard or, except in the case of an officer
chosen by the board of directors, by any officesruprhom such power of removal may be conferrechiybbard of directors.

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 resignaiSamithout 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 corpavatshall be filled by the board of directors.

5.6 CHAIRMAN OF THE BOARD

The chairman of the board, if such an officer leeted, shall, if present, preside at meetings@btbard of directors and exercise and
perform such other powers and duties as may froma tb time be assigned to him by the board of thrswr as may be prescribed by these
bylaws. If there is no president, then the chairfiime board shall also be the chief executiveeeffof the corporation and shall have the
powers and duties prescribed in Section 5.7 ofetigtaws.
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5.7 PRESIDENT

Subject to such supervisory powers, if any, as begiven by the board of directors to the chairmfthe board, if there be such an
officer, the president shall be the chief executiffecer of the corporation and shall, subjecthe tontrol of the board of directors, have ger
supervision, direction, and control of the busirasd the officers of the corporation. He shall farest all meetings of the stockholders and, in
the absence or nonexistence of a chairman of taedbat 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 powpdsduties as may be prescribed by the
board of directors or these bylaws.

5.8 VICE PRESIDENT

In the absence or disability of the presidentuite presidents, if any, in order of their rankiiaed by the board of directors or, if not
ranked, a vice president designated by the boaditeftors, shall perform all the duties of thegident and when so acting shall have all the
powers of, and be subject to all the restrictiopsrny the president. The vice presidents shall saeh other powers and perform such other
duties as from time to time may be prescribedHtent respectively by the board of directors, thedavis, the president or the chairman of the
board.

5.9 SECRETARY

The secretary shall keep or cause to be kepteairihcipal executive office of the corporationsoich other place as the board of direc
may direct, a book of minutes of all meetings actibas 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&caaiven), the names of those present at
directors’ meetings or committee meetings, the nemal shares present or represented at stockhbhdertings, and the proceedings thereof.

The secretary shall keep, or cause to be keptegtrincipal executive office of the corporationabthe office of the corporatiomtransfe
agent or registrar, as determined by resoluticth@®board of directors, a share register, or aicatg share register, showing the names of all
stockholders and their addresses, the number asded of shares held by each, the number andfdzetificates evidencing such shares, and
the number and date of cancellation of every deatié surrendered for cancellation.

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

5.10 TREASURER

The treasurer shall keep and maintain, or caube tept and maintained, adequate and correct kauaksecords of accounts of the
properties and business transactions of the caiparancluding accounts of its assets, liabilitie=ceipts, disbursements, gains, losses, capite
retained earnings, and shares. The books of acebalitat 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 cotjmoravith such depositaries as may be
designated by the board of directors. He shalludshthe funds of the corporation as may be ordeydtie board of directors, shall render to
the president and directors, whenever they redtjest account of all of his transactions as treasand of the financial condition of the
corporation, and shall have such other powers anfdimn such other duties as may be prescribeddpdard of directors or these bylaws.

5.11 ASSISTANT SECRETARY

The assistant secretary, or, if there is more tray) the assistant secretaries in the order detethily the stockholders or board of
directors (or if there be no such determinatioentn the order of their election) shall,
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in the absence of the secretary or in the evehisodr her inability or refusal to act, perform theties and exercise the powers of the secretar
and shall perform such other duties and have sti@r powers as the board of directors or the stolddns may from time to time prescribe.

5.12 ASSISTANT TREASUREF

The assistant treasurer, or, if there is more tra the assistant treasurers, in the order detedhidy the stockholders or board of
directors (or if there be no such determinatioentin the order of their election), shall, in theseance of the treasurer or in the event of his or
her inability or refusal to act, perform the dutéasl exercise the powers of the treasurer and gadtirm such other duties and have such othe
powers as the board of directors or the stockhsldexy from time to time prescribe.

5.13 AUTHORITY AND DUTIES OF OFFICERS

In addition to the foregoing authority and dutial$ officers of the corporation shall respectivave such authority and perform such
duties in the management of the business of thgocation as may be designated from time to timébyboard of directors or the stockhold

ARTICLE VI
INDEMNITY

6.1 INDEMNIFICATION OF DIRECTORS AND OFFICER:

The corporation shall, to the maximum extent anthéxmanner permitted by the General Corporatiom dBDelaware, indemnify each
of its directors and officers against expensedyding attorneys’ fees), judgments, fines, settletseand other amounts actually and
reasonably incurred in connection with any proceggdarising by reason of the fact that such peis@n was an agent of the corporation. For
purposes of this Section 6.1, a “director” or “offi” of the corporation includes any person (i) vidror was a director or officer of the
corporation, (ii) who is or was serving at the resfuof 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 predssme corporation of the corporation or of
another enterprise at the request of such predscesporation.

6.2 INDEMNIFICATION OF OTHERS

The corporation shall have the power, to the exaedtin the manner permitted by the General Cotjmordaw of Delaware, to
indemnify each of its employees and agents (otteer tlirectors and officers) against expenses (@eguattorneys’ fees), judgments, fines,
settlements, and other amounts actually and reboimzurred in connection with any proceedingsig 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 ampeyee or agent of the corporation, (i) who isn@s serving at the request of the corpore
as an employee or agent of another corporatiotpgm=ship, joint venture, trust or other enterprase(jii) who was an employee or agent of a
corporation which was a predecessor corporatidhetorporation or of another enterprise at theestjof such predecessor corporation.

6.3 INSURANCE

The corporation may purchase and maintain insurandeehalf of any person who is or was a diredfficer, 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 againstlability asserted against him and incurred by lm any such capacity, or arising out of
status as such, whether or not the corporationdvibae the power to indemnify him against suchiliigunder the provisions of the General
Corporation Law of Delaware.
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ARTICLE VII
RECORDS AND REPORTS

7.1 MAINTENANCE AND INSPECTION OF RECORD:

The corporation shall, either at its principal extae office or at such place or places as des@ghhy the board of directors, keep a
record of its stockholders listing their names addresses and the number and class of sharesyhe#tb stockholder, a copy of these bylaws
as amended to date, accounting books, and othendsec

Any stockholder of record, in person or by attoroepther agent, shall, upon written demand undéhn stating the purpose thereof, have
the right during the usual hours for business spéatt for any proper purpose the corporation’sksteager, a list of its stockholders, and its
other books and records and to make copies oratxtitaerefrom. A proper purpose shall mean a perpeasonably related to such person’s
interest as a stockholder. In every instance whasrattorney or other agent is the person who gheksght to inspection, the demand under
oath shall be accompanied by a power of attornespoh other writing that authorizes the attornegtber agent to so act on behalf of the
stockholder. The demand under oath shall be duldctéhe corporation at its registered office irldeare or at its principal place of business.

The officer who has charge of the stock ledger odporation shall prepare and make, at leastit@pdays before every meeting of
stockholders, a complete list of the stockholdetiled to vote at the meeting, arranged in alptiahkorder, and showing the address of each
stockholder and the number of shares registerédtkimame of each stockholder. Such list shall lmmap the examination of any stockholder,
for any purpose germane to the meeting, duringharglibusiness 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 blelhe/hich place shall be specified in the noticehaf meeting, or, if not so specified, at the
place where the meeting is to be held. The list sifeo be produced and kept at the time and piétee meeting during the whole time ther
and may be inspected by any stockholder who isptes

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 asexiir. 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 therefréhe 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 amrmeeting, and at any special meeting of the stddiene when called for by vote of the
stockholders, a full and clear statement of theénmss and condition of the corporation.

7.4 REPRESENTATION OF SHARES OF OTHER CORPORATIO

The chairman of the board, the president, any piesident, the treasurer, the secretary or assstaretary of this corporation, or any
other person authorized by the board of directoth® president or a vice president, is authortpeebte, represent, and exercise on behalf of
this corporation all rights incident to any andsdlares of any other corporation or corporatioasditg in the name of this corporation. The
authority granted herein may be exercised eithesuzy person directly or by any other person aizbdrto do so by proxy or power of
attorney duly executed by such person having thieoaity.
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ARTICLE VIII
GENERAL MATTERS

8.1 CHECKS

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

8.2 EXECUTION OF CORPORATE CONTRACTS AND INSTRUMENT

The board of directors, except as otherwise pravidghese bylaws, may authorize any officer orceffs, or agent or agents, to enter i
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 bybtteerd of directors or within the agency power ob#ficer, no officer, agent or employee shall
have any power or authority to bind the corporabgrany contract or engagement or to pledge itditoe to render it liable for any purpose or
for any amount.

8.3 STOCK CERTIFICATES; PARTLY PAID SHARE

The shares of a corporation shall be representeetiificates, provided that the board of directwirthe corporation may provide by
resolution or resolutions that some or all of anglbclasses or series of its stock shall be uifted shares. Any such resolution shall not
apply to shares represented by a certificate sath certificate is surrendered to the corporatdatwithstanding the adoption of such a
resolution by the board of directors, every holofestock represented by certificates and upon retgeseery holder of uncertificated shares shal
be entitled to have a certificate signed by, dhimname of the corporation by the chairman or-eltgrman of the board of directors, or the
president or vice-president, and by the treasurana@ssistant treasurer, or the secretary orsistast 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 sigoedhose facsimile signature has been placed apmttificate has ceased to be such officer,
transfer agent or registrar before such certificatesued, it may be issued by the corporatioh e 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 paitsahares as partly paid and subject to calldferremainder of the consideration to be
paid therefor. Upon the face or back of each staxkificate issued to represent any such partlg phares, upon the books and records of the
corporation in the case of uncertificated partlidmhares, the total amount of the consideratidretpaid therefor and the amount paid thereol
shall be stated. Upon the declaration of any divitlen fully paid shares, the corporation shall dech dividend upon partly paid shares of the
same class, but only upon the basis of the pergemtithe consideration actually paid thereon.

8.4 SPECIAL DESIGNATION ON CERTIFICATE!

If the corporation is authorized to issue more tbaea class of stock or more than one series otksg, then the powers, the
designations, the preferences, and the relativéicimating, optional or other special rights othalass of stock or series thereof and the
qualifications, limitations or restrictions of supheferences and/or rights shall be set forth indiusummarized on the face or back of the
certificate that the corporation shall issue taespnt such class or series of stock; providedehew that, except as otherwise provided in
Section 202 of the General Corporation Law of Delayin lieu of the foregoing requirements thereg ipa set forth on the face or back of the
certificate that the corporation shall issue taespnt such class or series of stock a statemainthtl corporation will furnish without charge to
each stockholder who so requests the powers, sigrdgions, the preferences, and the relativeigiaating, optional or other special rights of
each class of stock or series thereof and thefagaions, limitations or restrictions of such pednces and/or rights.
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8.5 LOST CERTIFICATES

Except as provided in this Section 8.5, no newifteates for shares shall be issued to replacesgipusly issued certificate unless the
latter is surrendered to the corporation and céextelt the same time. The corporation may issusnagaertificate of stock or uncertificated
shares in the place of any certificate theretofesaed by it, alleged to have been lost, stoletlestroyed, 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 oftleged loss, theft or destruction of any suchifogate or the issuance of such new
certificate or uncertificated shares.

8.6 CONSTRUCTION; DEFINITIONS

Unless the context requires otherwise, the gempeoafisions, rules of construction, and definitiamshe 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 cdeaity, such as but not limited tc
corporation.

8.7 DIVIDENDS

The directors of the corporation, subject to arsjrietions contained in the certificate of incorgion, may declare and pay dividends
upon the shares of its capital stock pursuanted@bneral Corporation Law of Delaware. Dividendy fio@ 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 resemod purposes shall include but not be limiteddoalizing dividends, repairing or
maintaining any property of the corporation, ancktimg contingencies.

8.8 FISCAL YEAR

The fiscal year of the corporation shall be fixgdrésolution of the board of directors and may banged 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 STOCF

Upon surrender to the corporation or the transjenaof the corporation of a certificate for shataely endorsed or accompanied by
proper evidence of succession, assignation or &tyho 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.

8.11 STOCK TRANSFER AGREEMENT:

The corporation shall have power to enter into pedorm any agreement with any number of stockhrsldéany one or more classes of
stock of the corporation to restrict the transfiestares 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 STOCKHOLDER:

The corporation shall be entitled to recognizegkeusive right of a person registered on its baadkhe owner of shares to receive
dividends and to vote as such owner, shall beledtib hold liable for calls and
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assessments the person registered on its booke asvher of shares, and shall not be bound to réze@ny equitable or other claim to or
interest in such share or shares on the part dhanperson, whether or not it shall have expresgher notice thereof, except as otherwise
provided by the laws of Delaware.

ARTICLE IX
AMENDMENTS

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

ARTICLE X
DISSOLUTION

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

At the meeting a vote shall be taken for and agalvesproposed dissolution. If a majority of thestanding stock of the corporation,
entitled to vote thereon votes for the proposeddaligion, then a certificate stating that the disson has been authorized in accordance with
the provisions of Section 275 of the General Caaxpion Law of Delaware and setting forth the nanresr@sidences 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 effexin accordance with Section 103 of the Gen€@fporation Law of Delaware, the
corporation shall be dissolved.

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 filddshall become effective in accordance with
Section 103 of the General Corporation Law of Deley Upon such consent’s becoming effective in mtartce 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 attacheahtl filed with the consent. The consent filechwifite Secretary of State shall have attached
to it the affidavit of the secretary or some otbfficer of the corporation stating that the condsag been signed by or on behalf of all the
stockholders entitled to vote on a dissolutioradidition, there shall be attached to the conseettification by the secretary or some other
officer of the corporation setting forth the nana@sl residences of the directors and officers ottrporation.

ARTICLE Xl
CUSTODIAN

11.1 APPOINTMENT OF A CUSTODIAN IN CERTAIN CASE!

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

(a) atany meeting held for the election of cioes the stockholders are so divided that theHailed to elect successors to
directors whose terms have expired or would hapéres upon qualification of their successors; or
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(b) the business of the corporation is suffeongs threatened with irreparable injury becalmedirectors are so divided
respecting the management of the affairs of thparation that the required vote for action by tbara of directors cannot be obtained
and the stockholders are unable to terminate thisidn; or

(c) the corporation has abandoned its businegdas failed within a reasonable time to takessteplissolve, liquidate or
distribute its assets.

11.2 DUTIES OF CUSTODIAN

The custodian shall have all the powers and titie ieceiver appointed under Section 291 of thee@drCorporation Law of Delaware,
but the authority of the custodian shall be to ta# the business of the corporation and not widigte its affairs and distribute its assets,
except when the Court of Chancery otherwise ordedsexcept in cases arising under Sections 22¢(@)@2(a)(2) of the General
Corporation Law of Delaware.

-19-



Subsidiary
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Exhibit 23.1

Consent of Independent Registered Public Accouriino

Vermillion, Inc
Austin, Texas

We hereby consent to the incorporation by referémtlee Registration Statement on Form S-8 (No-388204) of Vermillion, Inc of our
report dated March 1, 2013, relating to the codsiéid financial statements which appear in thisnFbd-K.

/s/ BDO USA, LLP
Austin, Texas

March 1, 201:



Exhibit 23.2

Consent of Independent Registered Public Accountingirm

We hereby consent to the incorporation by referémtiee Registration Statement on Form S-8 (No-883204) of Vermillion, Inc. of our
report dated March 26, 2012 relating to the codstdid financial statements, which appears in tbisnFLO-K.

/sl PricewaterhouseCoopers L
Austin, Texas

March 1, 201:



Exhibit 31.1

Certification of the Chief Executive Officer Pursuant to Section 302 of
the Sarbanes-Oxley Act Of 2002

I, Bruce A. Huebner, certify that:

1. I have reviewed this annual report on Forr-K of Vermillion, Inc.;
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nisadisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures [as
defined in Exchange Act Rules 13a-15(e) and 15&)]1%d internal control over financial reportirgg [defined in Exchange Act Rules
13e15(f) and 15-15(f)] for the registrant and hav
(@) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registragigslosure controls and procedures and presenteisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

(d) Disclosed in this report any change in thesggnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cooirer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reportin

Date: March 1, 2013 /s/ Bruce A. Huebne

Bruce A. Huebner
Interim Chief Executive Office



EXHIBIT 31.2

Certification of the Chief Accounting Officer Pursuant to Section 302 of
the Sarbanes-Oxley Act Of 2002

I, Eric J. Schoen, certify that:

1. I have reviewed this annual report on Forr-K of Vermillion, Inc.;
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dondtate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nisadisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures [as
defined in Exchange Act Rules 13a-15(e) and 15&)]1%d internal control over financial reportirgg [defined in Exchange Act Rules
13e15(f) and 15-15(f)] for the registrant and hav
(@) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoige designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the registragigslosure controls and procedures and presenteisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

(d) Disclosed in this report any change in thesggnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5.  The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cooirer financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reportin

Date: March 1, 2013 /sl Eric J. Schoe

Eric J. Schoen
Chief Accounting Office



Exhibit 32.0

Certification of the Chief Executive Officer and Chief Accounting Officer
Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban&@xley Act of 2002
with Respect to the Annual Report on Form 10-K
for the Year Ended December 31, 2012

Pursuant to Section 906 of the Sarba®atey Act of 2002 (subsections (a) and (b) of gecti350, Chapter 63 of Title 18, United States Q¢
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, 2012, (the “Form 10-Kily 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 10-K fairlyepents, in all material respects, the financialt@n and results of operations of the
Company.
Date: March 1, 2013 /s/ Bruce A. Huebne

Bruce A. Huebner
Interim Chief Executive Officer
(Principal Executive Officer

Date: March 1, 2013 /s/ Eric J. Schoe
Eric J. Schoen
Chief Accounting Office

The certification set forth above is being furnidlas an Exhibit solely pursuant to Section 90thef$arbanes-Oxley Act of 2002 and is not
being filed as part of the Form-K or as a separate disclosure document of the Coynathe certifying officers



