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PART I
FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forwarddimg statements, as defined in the Private Seesiifitigation Reform Act
of 1995. These statements involve a number of askkuncertainties. Words such as “may,” “expectafénds,” “anticipates,”
“believes,” “estimates,” “plans,” “seeks,” “could;8hould,” “continue,” “will,” “potential,” “projeds” and similar expressions are intended
to identify such forward-looking statements. Readee cautioned that these forward-looking statésrepeak only as of the date on
which this report is filed with the Securities @xichange Commission (the “SEC”), and Vermilliorg.I(''Vermillion” and , together with
its subsidiaries the “Company”, “we”, “our” or “Ustioes not assume any obligation to update, amealudfy them to reflect events, new
information or circumstances occurring after suatedExamples of language found in forward-loolstagements include the following:

” o

” o ” oK ” ”ou ” o

« projections of our future revenue, results of opers and financial condition;

« anticipated efficacy of our products, product depetent activities and product innovations;

« our ability to consolidate the five OVAl immunoags@n a single mainstream integrated diagnostieraation platform;

« expected competition and consolidation in the markewhich we compete;

« expectations regardirexisting and future collaborations and partnerst

« our belief thaparticularbiomarker discoveries may have diagnostic andfenafireutic utility;

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

« ourcontinued ability to comply with applicable goveramtal regulations

« our continued ability to expand and protect ouellettual property portfolio;

« anticipated future losses;

« expected levels of expenditures;

« expected market adoption of our diagnostic testduding OVAL ;

« results of clinical trials, pc-market studies required lthe United StateFood and Drug Administratior* FDA ") , and
publications on OVA1l

« theamount of financing anticipated to be requiredutedf ourplanned operatior;

« our prospects for obtaining support of medical mfgssional societies (e.g., Society for Gynecad@ncology “SGC"),
National Comprehensive Cancer Netwc‘NCCN”) and American Congress of Obstetricians @yhecologists
(“ACOG")) through“guidelines” “position statemer” and the like

« the financial or market share projections whichldgasult from positive guidelines or position staents; an

« our expected reimbursement for our products , amchbility to obtain such reimbursement, from thpatty payers such as
private insurance companies and government insarnalans

Such statements are subject to significant risklsiancertainties, including those identified in Rdtem 1A, “Risk Factors”, that
could cause actual results to differ materiallyrirthose projected in such forward-looking statemeluie to various factors, including our
ability to increase the volume of OVAL sales ; ahility to market our test through sales channtéigrthan Quest Diagnostics
Incorporated (“Quest Diagnostics”); uncertaintyhmw we recognize future revenue following termioatof the Quest Diagnostics
Strategic Alliance Agreement; failures by thirdtggrayers to reimburse OVAL or changes or variaintesimbursement rates; our ability
to secure additional capital on acceptable ternexézute our business plan; our ability to comnadime OVAL outside the United States;
our ability to develop and commercialize additiod@gnostic products and achieve market acceptaitheespect to these products ; our
ability to compete successfully; our ability to aiotany regulatory approval for our future diagioptoducts; our suppliers’ ability to
comply with FDA requirements for production, markgtand postmarket monitoring of our products; abitity to maintain sufficient or
acceptable supplies of immunoassay kits from oppkers; our ability to continue to develop, prdtand promote our proprietary
technologies; future litigation against us, inchglinfringement of intellectual property and protlighility exposure; our ability to retain
key employees; business interruptions ; legislaistions resulting in higher compliance costs; gearin healthcare policy; our ability to
comply with environmental laws; the potentially low



liquidity and trading volume of our common stocldaoncentration in the ownership of our commonlsteolatility in the price of our
common stock; the existence of anti-takeover prorgin our corporate governance documents; actibastivist stockholders; that we
do not intend to pay dividends, so our stockholaélisbenefit from an investment in our capital ctoonly if it appreciates in value and
potential dilution caused by future sale of our cwon stock or other securities to meet our capgglirements. . We believe it is
important to communicate our expectations to ouestors. However, there may be events in the fuhakewe are not able to accurately
predict or that we do not fully control that coalaluse actual results to differ materially from #hegpressed or implied in our forward-
looking statements.

ITEM 1. BUSINESS
Company Overview

Corporate Vison: To drive the advancement of women'’s health byipling innovative methods to detect, monitor and
manage the treatment of gynecologic cancers arat otlated diseases

Mission Statement: We are dedicated to the discovery, developmentandnercialization of novel high-value medical tests
that help physicians diagnose, treat and improteomoes for patients with gynecologic cancers atated diseases . Our tests are
intended to detect, characterize and stage diseadép help guide decisions regarding prognosispatient treatment . These may
include decisions to refer patients to specialistperform additional testing, or to assist in siefection or monitoring of therapy and
disease progression . A distinctive feature ofapproach is to combine multiple bio markers intrgle, reportable result (i.e. index
score ) that has higher diagnostic effectiveness its individual constituents. We concentratedevelopment of novel diagnostic tests
in the fields of gyne cologic oncology and womemeslth, with the initial focus on guiding the refdrof women with ovarian cancer to a
cancer specialist for surgery . We also intendddress clinical questions related to early diselesection, treatment response, monitoring
of disease progression and prognosis through ialtelevelopment, targeted acquisitions, and colktimrs with leading academic and
clinical research institutions. Our commercidbgs include direct marketing and sales actividesvell as partnerships with leading
companies in women'’s health.

Strategy:

W e are focused on the execution of three coréegfiabusiness drivers in ovarian cancer diagnestiduild long - term value
for our investors:

« Maximizing the existing OVAL opportunity in the Wed States (“US”) byhanging our business relationship \
Quest Diagnostics artaking the leadership role in expanding commeradibn, payer coverage amedicalguidelines

« Expanding our customer base to non-US ma rketsigsatimg OVAL1 to a global testing platform

« Building an expanded patient base by seeking FDgrayal and launching a next generation n-marker ovariar
cancer test to monitor patier at risk for ovarian cance

We believe that these business drivers will contgtsignificantly to addressing unmet medical ndedsvomen faced with
ovarian cancer and the continued development obosiness.

Business:

Our lead product, OVA1 , is an ovarian cancerggstem that integrates a software algorithm daddotest cleared by the FDA
i n September 2009. OVAL1 was launched in MarctO2y Quest Diagnostics under the terms of a gfi@tdliance agreement (as
amended, the “Strategic Alliance Agreement”) thatterminated in August 2013. Following the termim@at Quest has continue d to
process and co-promote the test with a small Véaonifield sales force. Novitas Solutions (formeHjghmark Medicare Services), a
Medicare Administrative C ontractor (“MAC") , issed a favorable coverage decision and has reimthflosehe OVAL test since 2010.
In September 2010, we announced that OVA1 hadmdddaa CE mark, a requirement for marketing the O&st in the European Union.
OVAL has satisfied all certification requiremerdscomplete its declaration of conformity.

OVAL addresses a clear unmet clinical need, nathelypre-surgical identification of women who ardigh risk of having a
malignant ovarian tumor. Statements from the Natibmstitutes o f Health (“NIH"), NCCN, ACOG, SGQCanadian Gynecologic Cancer
Group (“GOC") and the London Advisory Panel recomahéhe referral of these high risk women to gynegial oncologists for their
initial surgery. Numerous clinical studies and pegtions support the clinical value of having a ggologic oncologist perform the initial
surgery for ovarian cancer. OVAL is a qualitateeum test that utilizes five well-establishedniiéokers and proprietary FDA-cleared
software to determine the likelihood of malignamtyvomen over age 18 with a pelvic mass for whongety is planned.

In August 2013, w e terminated the Strategic Aliegreement with Quest Diagnostics under whiclweee to develop and
commercialize diagnostic tests from our producefpie (the “Strategic Alliance”). Prior to termiiman, Quest Diagnostics had
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the exclusive right to commercialize OVAL in thanal laboratory market until September 2014, veithoption to extend such exclusive
period in its sole discretion for one additionaage

As part of the termination, we allowed Quest Diaglitos to con tinue to make OVAL available aglas (i) Quest Diagnostics
continues to make the payments and provide thetefmVermillion in connection with such activii@s would be required under the
Strategic Alliance Agreement but for its terminat&nd (ii) Vermillion determines that Vermillion @@uest Diagnostics are negotiating
in good faith towards alternative terms under Wwh@uest Diagnostics and Vermillion can work togethemake this important product
available to healthcare providers and patient@w that the Strategic Alliance Agreement has beeminhated , we plan to make OVALl
available through channels in addition to Quesgbastics. Quest Diagnostics has disputed the eféaetss of such termination.

In December 2013, the Centers for Medicare and &édiiServices (“CMS”) made its final determinatenmd authorized
Medicare contractors to set prices for M ultianalfssays with Algorithmic Analys€s MAAA ) test Current Procedural Terminology
(“CPT"®) codes when they determine it is payablM%also validated that an algorithm has uniqueevaly specifying that the gap-fill
process and not cross-walk should be used by atatsato price MAAA tests. We expect OVAL to bé&pd using the g ap- fill method .

W e will be engaged in that process in 2014 far ipng effective January 1, 2015. This decisicspaets a precedent for recognizing the
value of biomarker developed tests and recognitaats on the value they bring to clinical decisionaking and healthcare efficiencies.

Studies and publications

The benefit of OVA1 was established in large chhistudies in collaboration with numerous academeclical centers
encompassing over 2,500 clinical samples. OVAL fubys validated in a prospective multi-center ctial trial encompassing 27 sites
reflecti ng the diverse nature of the clinical @estat which ovarian adnexal masses are evalJajethe results of the clinical trial
demonstrated that in a clinical cohort of 516 patieOVAL, in conjunction with clinical evaluationas able to identify 95.7% (154/161)
of the malignant ovarian tumors overall, and t@ it malignancy with a negative predictive validRV”) of 94.6% (123/130). At the
2010 International Gynecologic Cancer Society Megtdata was presented demonstrating the hightsetiysif OVAL for epithelial
ovarian cancers; OVAL detected 95 out of 96 epdhel/arian cancer cases for a sensitivity of 99.0%¢luding 40/41 stage | and stage Il
epithelial ovarian cancers . These findings redutiean overall sensitivity of 97.6% for early stagpithelial ovarian cancers, as compared
to 65.9% for the previous single-marker CA125 tesshg the American College of Obstetricians andéggpiogists (“ACOG”) cutoffs.

The improvement in sensitivity was even greatermgriremenopausal women; for OVAL, sensitivity farg stage epithelial ovarian
cancer in premenopausal women was 92.9% comp#oedA125 with a 35.7% sensitivity. Overall, OVAltdeted 76% of malignancies
missed by the CA125 assay , including all advarstage malignancies. OVAL is not indicated for ase screening or stand-alone
diagnostic assay. The study results were publish@bstetrics and Gynecology in 2011.

In February 2013 results from a second pivotaiadihstudy of OVAL, called the “OVA500 study” leg br. Robert E. Bristow,
Director of Gynecologic Oncology Services at Uamgity of California Irvine Healthcare , were pshied in Gynecologic Oncology . The
study evaluated OVAL1 diagnostic performance inputetion of 494 evaluable patients who underwergesty for an ovarian adnexal
mass by a non-gynecologic oncologist. Like theiea@VAL validation study, this was a prospectiveylti-center study of consecutively
enrolled, eligible subjects coordinated throughsi2ds across the U.S.A. In the OVA500 study, adnexaery patients were only enrolled
from non-gynecologic oncology caregivers. As a lteghe patient population in this study more clgsesembled the intended use
population for routine OVAL testing; women agedy&@rs or older, with an adnexal mass requiringesyrgbut not yet referred to
gynecologic oncologist, and for which the mass determined to be benign or malignant following dinment in the study .

O f the 27 sites in each study, only 10 were comtndroth studies . Therefore , the two studidectively evaluated 1,024
eligible subjects at a total of 44 sites. Despitfebnce s in population and the number of sitethe two studies , the sensitivity of OVAL
added to clinical impression (also called OVAL dasdessment) was identical, at 95.7% (88/92). @lyaevalence of malignancy in the
OVAS500 study was 18.6% overall (92/494) and 11.2%277) in premenopausal surgery patients. Th edigmancy rate s w ere lower
than the 31.2% (161/516) found previously in thei@aOVAL validation study. This difference is éiky explained by the exclusion of
subjects enrolled by gynecologic oncologist s omptially malignancy-enriched subset of all adhexass surgeries. Even so, OVAL
sensitivity was 93.5% (29/31) in premenopausalextbj with or without clinical assessment.

NPV is another critical element of OVAL performaricehe context of a presurgical triage test oemefl to a gynecologic
oncologist . In the OVA500 study , overall NPV o¥/@1 dual assessment was 98.1% (204/208), higherttie94.6% NPV found in the
earlier validation study. In premenopausal subjegtere functional ovarian cysts are more commahgymecologists may elect to
operate more frequently, the NPV of OVA1 with othaiut clinical assessment was 98.6%. In contréietcal assessment predicted just
73.9% of malignancies overall, and only 64.5% @mpenopausal malignancies. Together, the differesiasitivity
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and high NPV of OVAL strongly confirmed previousdings that support the clinical utility of OVAL the presurgical triage of patients
scheduled for adnexal mass surgery.

An important additional finding related to medicaicessity was the detection of early stage maligjpansince stage | cancers
are 90-95% curable if appropriately operated agatéd. Of the 92 malignancies in OVA500, 35 wery/estiage and 28 were stage I
38.0% and 30.4% of all malignancies, respectiv®lyAl standalone sensitivity in stratifying patieats high-risk was 91.4% (32/35) for
all early stage and 89.3% (25/28) for stage | nmaigies, respectively. Comparatively, CA125-I1 $irity was 65.7% (23/35) for all
early stage and 64.3% (18/28) for stage | maligesnd he success rate of OVAL classifying a benigss as low risk, although of
secondary importance (considering surgery will eégrmed regardless), was also measured in the QUAEdy. This statistic
(specificity) was 53.5% (215/402) overall, and rempenopausal patients was 61.4% (151/246). Ovénalkesults strongly and
independently confirmed the value of OVA1 in pregcal triage of adnexal mass patients, and sepsitientification of premenopausal
and early stage malignancies.

Since many professional medical societies stressmportance of multiple independent clinical siak so-called “evidence
levels”, we also believe that OVA500 study conttésto a higher evidence level relative to OVA1titity in the medical management of
adnexal masses. Health economic analysis inditasnticipated benefits of OVAL include i) moppeopriate referrals of women with
high risk of malignancy to a gynecologic oncologistl fewer referrals of women at low risk of madigny; i) fewer second surgeries as a
result of an initial surgery by a generalist on@wan with a malignant tumor; iii) reduced needddrackup surgeon (i.e. specialist) during
a surgery by a generalist; iv) more appropriateeffidient administration of intraperitoneal cheimetapy; and longer survival, associated
with better quality of life.

In June 2013 a study was publishe@iynecologic Oncologgnalyzing the medical records of 13,321 women ejtithelial
ovarian cancer, the most common type of ovariagexamiagnosed from 1999 to 2006 in California.[3l.ed by Dr. Robert Bristow, this
study demonstrated that o nly 37 percent of thasiens received treatment that adhered to cadefjnes established by the NCCN, an
alliance of 23 major cancer centers with experetmthat analyze, research and recommend caneémtats. The work, although
initiated separately from any Vermillion-related nkopoints to a continuing need for better pre-gaignanagement of patients at risk for
ovarian cancer.

The study also found that surgeons who operateldar more women per year for ovarian cancer, aspitals that treated 20
or more women a year for ovarian cancer , were ikl to adhere to NCCN guidelines and their gats$ lived longer. Among women
with advanced disease — the stage at which ovaganer is usually first found — 35 percent surviagtbast five years if their care met
the guidelines, compared with 25 percent of tholsese care fell short.

Results of this study w ere featured on the front page of the NerkYimes under the headline, "Widespread FlawsHon
Ovarian Cancer Treatment." According to Dr. Brist@nincipal investigator of the study, “If we coylgst make sure that women get to
the people who are trained to take care of theeintipact would be much greater than that of any cleswmotherapy drug or biological
agent.” (NY Times, March 11, 2013, Denise Grady) .

In November 2013, we announced that a new stu@M#1 clinical performance in the presurgical dei@tiof ovarian cancer,
entitled “Clinical Performance of a Multivariatedex Assay For Detecting Early-Stage Ovarian Cane@s published iThe American
Journal of Obstetrics & Gynecology4] Co-authored by Dr. Robert E. Bristow ( Unisigy of California Irvine Healthcare) and Dr.
Frederick R. Ueland (University of Kentucky), thewnanalysis focused on presurgical detection dfeaage ovarian cancer among
1,016 ovarian mass surgery patients in two previgwstal trials conducted in 2007 and 2012. Thelgttompared OVAL performance in
early-stage ovarian cancer to commonly used caigleassessment protocols: overall clinical asseagnthe CA125 biomarker or
modified-American College of Obstetricians and Gyolegists (mod-ACOG) guidelines for evaluation v§gicious pelvic masses. The
findings had been presented at the Annual MeetitigeoWestern Association of Gynecologic OncolagistSeattle in June 2013.

In a statement regarding this new study, Dr. Bwsstated, “Early-stage ovarian cancer constituteisrgportant opportunity to
improve survival and care for this most deadly gyrhegic cancer. However, as evidenced by recedtegymost ovarian cancer patients
fail to be referred to the doctors and hospitakt keguipped to treat them, resulting in unforturtatesequences. Our new study
demonstrates OVAL'’s ability to detect the majodfyall early-stage ovarian cancers prior to surgaetg thereby aid in appropriately
involving a gynecologic oncologist in their carezels among premenopausal patients where primaryasveancer prevalence was just
15%, clinical assessment with OVA1 detected stagetian cancer with almost 90% sensitivity. Tlsisivery encouraging development
for the diagnosis and treatment of ovarian cancer.”

Also in November 2013, we announced that a nelimical study published ifhe American Journal of Obstetrics & Gynecology
has reported superior sensitivity of OVAL for prggcal triage of ovarian cancer, compared with camiy used risk assessment methods.
[5] The new study compared OVA1 performance to benckinage methods, within a combined cohort of 7va@r@an mass surgery
patients (including 164 malignancies) from two ipeledent but related OVAL pivotal trials conducte@007
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and 2012. The study also compared the actual fagatient referral from non-specialist physiciangynecologic oncologists (“ GO " 's)
with rates predicted from clinical assessment, OMBA125 or from the modified-American College ofsBdtricians and Gynecologists
(“mod-ACOG ") guidelines. We also reported thedfngs on the same day at the AAGL (or Americasdesation of Gynecologic
Laparoscopists) “42nd Global Congress of Minimatiyasive Gynecology.”

Dr. Robert E. Bristow, lead author of the studymeeented: “Despite widely endorsed treatment statsdjpublished by the
National Comprehensive Cancer Network, severaiesyslblished earlier this year show that only marity of ovarian cancer patients
actually receive treatment by the doctors and halspgbest equipped to care for them. Our new patitin shows that the FDA-cleared
OVAL test achieves significantly higher sensitivitian two commonly used methods. And despite I@pecificity, the referral rates
predicted by OVA1 were roughly comparable to actliaical practice.”

[1] Bristow RE, et al. 2013. Ovarian malignancyrigratification of the adnexal mass using a matiate index assay. Gynecol Oncol 128: 252—-259.

[2] Ueland FR, et al. 2011. Effectiveness of a iatiate index assay in the preoperative assessofienarian tumors. Obstet Gynecol 117:1289-1297.

[3] Bristow, RE et al. 2013. Adherence to treatnguritlelines for ovarian cancer as a measure oftyualre. Obstet Gynecol 121:1226-1234.

[4] Longoria TC, et al. 2013. Clinical performanafea multivariate index assay for detecting eathge ovarian cancer. Am J Obstet Gynecol Jan; 2@ )1-9.

[5] Bristow, RE, et al. 2013. Impact of a multivate index assay on referral patterns for surgieaagement of an adnexal mass. Am J Obstet GyBewpP09(6):581.e1-
8.

On March 20, 2014, we announced that a new stu@M#1® clinical performance, titled "The Effect Gfvarian Imaging on the
Clinical Interpretation of a Multivariate Index ABs" has been released as an online advance piidtic The American Journal of
Obstetrics & GynecologyThe study examines the relationship between twmenconly used imaging methods — ultrasound (US) and
computed tomography (CT) — and the OVAL test regulissessing the risk of ovarian cancer amorigmatplanning surgery for an
ovarian mass. OVAL1 is an FDA-cleared blood test tieasures the levels of five proteins and thes ag@oprietary algorithm and
software called OvaCalc® to calculate a single sisére.

"This new study advances our understanding of h&#Dand imaging work together in the pre-surgicsdessment of ovarian
cancer risk," said study co-author Fred UelandD Massociate professor of gynecologic oncologhetJniversity of Kentucky's Markey
Cancer Center. "This is important for two reaséiiist, adding OVAL reduced the number of ovariamceas missed with imaging alone,
by 85 to 90 percent. Recent publications have oetefd that the first surgery is an important opyuity to improve ovarian cancer
survival by ensuring that cancers are detectedeearid that they are operated on by the most edpmrd specialists. Second, this study
provides new evidence of how menopausal statugyilgand OVAL score may interrelate."

Dr. Scott Goodrich of the University of Kentuckylthe study in collaboration with colleagues Died-Ueland and Rachel
Ware Miller . The authors compared the performasfaeach imaging method alone, to the performand®@\6Al alone (for risk
stratification), as well as in combination with OYAn addition, the authors presented logisticeésgion models showing how
menopausal status, high- or low-risk imaging andd@\écore interact in the assessment of ovarianezaigk. The researchers concluded
that "serum biomarkers and imaging are a compleamgiset of clinica | tools and that when the OVAbre is further stratified by
imaging risk and menopausal status, there is ameatiderstanding of the clinical risk of ovarianligr@ancy."

I n April 2013, we announced the signing of a coatiee research and development agreement (CRAD#)the U.S. Army
Medical Research and Materiel Command ( “ USAMRMJC The agreement marks the launch of a projdetltit Cost Reduction Using
OVAL in a Treatment Algorithm for Adnexal Massed/ifomen," and follows the January 2012 decisionheyd.S. Department of
Defense to add OVAL to its testing portfolio. Th@iphase study aims to investigate the cost-bepeditle of OVAL testing as a
presurgical standard of care in women with pelvasses, and assess the clinical utility of OVA1 mamaged care setting.

Phase 1 will retrospectively assess medical outeaned total cost of care to establish historicacbenarks and estimate
potential benefits of OVAL utilization. Phase 2lwilvolve a multi-center prospective clinical studithin the Western Regional
Command to assess OVA1 as a standard of care aclagge sector of the U.S. Armed Forces. We beltbe project will further support
our reimbursement efforts, by gathering data orr¢aéworld impact of OVA1 on medical and healtioeamic outcomes compared with
accurate and holistic benchmarks.

In June 2013, the Society for Gynecologic Oncol¢@GO") issued a new position statement on OVAhis’second SGO
statement on OVAL since its FDA clearance in 2@@easents another significant step toward acceptah©VAL as the standard of care
for pre-surgically evaluating the risk of ovariaancer in women with adnexal masses. The statemetitied “Multiplex Serum Testing
for Women with Pelvic Mass”, reads:



“Blood levels of five proteins in women with a knowvarian mass have been reported to change wheiao\cancer is present.
Tests measuring these proteins may be useful imifgding women who should be referred to a gynegmmncologist. Recent
data have suggested that such tests, along witsigiwy clinical assessment, may improve detectbesrof malignancies among
women with pelvic masses planning surgery. [1]Jf2kults from such tests should not be interpretédgendently, nor be used
in place of a physician’s clinical assessment. Rigsss are strongly encouraged to reference therisare Congress of
Obstetricians and Gynecologists’ 2011 Committeen{®pi “The Role of the Obstetrician-Gynecologisthe Early Detection of
Epithelial Ovarian Cancer” to determine an appmtercare plan for their patients. It is importanhbte that no such test has
been evaluated for use as, nor cleared by, the &#D& screening tool for ovarian cancer. SGO doeformoally endorse or
promote any specific products or brands. ”

The new statement does two things:

« Lists as references ttpublications of OVALl's two pivotal clinical studiesomprised of the original FDA validati
study published in June 2011 and the OVA500 "intehgise” study published in 2013. Together, thisrefain extensiv
peerreviewed proof source for physicians and payerassess OVALl's clinical performance and comparatiedica
benefits versus today's standard of ¢

« Places OVAL1 use in the context of current ACOG ficacguidelines, where CA125 has been usedatfl for man
years to predict malignancy before surgery, altihowgh inferior performancas compared to OVA.

In June 2013 our collaborators from Johns HopBimsnarker Discovery and Translation Center preskntga from “proof of
concept” work to iden tify markers with high climicspecificity that may complement OVAL. These hsswere presented in a poster at
the annual meeting of the American Society for iCdhOncology ( “ ASCO ") by Dr. Zhen Zhang andworkers. The stud y identified a
set of 5 biomarkers (CA125, prealbumin, IGFBP2,,la6d FSH) which optimally reduced false positigsesong a targeted set of OVALl-
positive benign patients. This panel was subsefuegted in a 50/50 cross-validation strategy eefad sampling of OVAS500 patients
(N=384), to evaluate specificity and other diagimoparameters. At a fixed sensitivity of 90%, thedian specificity of models using the
new panel in testing was 80.6%. The mean and methaalute improvements over that of OVAL were 1848@% 20.3%, respectively.
The new panel demonstrated the possibility to imprspecificity over that of the existing OVAL alghm, while maintaining a high
sensitivity in pre-surgical assessment of maliggakée expect the work to be submitted for publmatin 2014.

We in the process of identify ing intended use(s) astablish ing a regulatory or commercial pathfeaya potential next-
generation OVA product utilizing this or anothemnganel. Any actual product development will likeliffer significantly depending on a
number of technical and commercial factors.

Current and former academic and research institsitibat we have or have had collaborations witlhudethe Johns Hopkins
University School of Medicine (“JHU”) ; the Univetg of Texas M.D. Anderson Cancer Center (“M.D. Ansbn”) ; University College
London (“UCL") ; the University of Texas Medical &nch (“UTMB”) ; the Katholieke Universiteit Leuveg@l]inic of Gynecology and
Clinic of Oncology, Rigshospitalet, Copenhagen @nsity Hospital (“Rigshospitalet”) ; the Ohio Stadeiversity Office of Sponsored
Programs (“OSU”) ; Stanford University (“Stanfdygd the University of Kentucky (“UK”) and the Uwersity of California at Irvine .

The Diagnostic M arket

The economics of healthcare demand effective dindesft allocation of resources which can be acdishpd through disease
prevention, early detection of disease leadingattyéntervention, and diagnostic tools that caagie patients to more appropriate therapy
and intervention. According to the May 2009 In Wibiagnostics Market Analysis 2009-2024 report, wheldwide market for in vitro
diagnostics (“IVDs”) in 2008 was approximately $a@illion. Visiongain , an independent businessiinfation provider, predicts that the
worldwide market for IVDs will generate nearly $8illion of sales in 2014. We have chosen tocceoitrate our business focus in the
areas of oncology and women'’s health where we batablished strong key opinion leader, providerateent relationships .
Demographic trends suggest that, as the populagies, the burden from these gynecologic cancefrinibase and the demand for
quality diagnostic, prognostic and predictive tegtsescalate . In addition, the areas of onggland women'’s health generally lack
quality diagnostic tests and, therefore, we beljgatient outcomes can be significantly improvedhsydevelopment of novel diagnostic
tests.

Our focus on translational biomarkers enables @sltivess the market for novel diagnostic testssinatitaneously measure
multiple biomarkers. A biomarker is a biomolecutevariant biomolecule that is present at measurgldater or lesser concentrations in a
disease state versus a normal condition. Conveltiotein tests measure a single protein biomaskereas most diseases are complex.
We believe that efforts to diagnose cancer andrathiaplex diseases have failed in large part becthesdisease is heterogeneous at the
causative level (i.e. , most diseases can be ttaceultiple potential etiologies) and at the humesponse level (i.e. , each individual
afflicted with a given disease can respond to &filatent in a specific manner).
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Consequently, measuring a single biomarker whenipheibiomarkers may be altered in a complex diséasinlikely to provide
meaningful information about the disease statebdlieve that our approach of monitoring and conmtgniultiple protein biomarkers
using a variety of analytical techniques will allox to create diagnostic tests with sufficient gmity and specificity about the disease
state to aid the physician considering treatmetibog for patients with complex diseases. Suchyasage commonly referred to as IVD
MIA (also known as In Vitro Diagnostic Multiv at@Index Assays), and often utilize advancedrittyons based on logistic regression,
pattern recognition and the like. Often, IVDMIA alithms are non-intuitive, and therefore requigsrous clinical validation and error
modeling. Vermillion and its collaborators are extpe these areas, and in the case of OVAL, presdmbth the clinical validation and
error modeling in order to gain 510(k) clearanc®©¥dfAl, as an IVD software device.

Ovarian Cancer

Background . Commonly known as the “silent killer , ” ovarianncar leads to over 14 ,000 deaths each year ibnited States.
The American Cancer Society (“ ACS ") estimatest almost 2 2 ,000 new ovarian cancer cases willibgnosed in 201 4 , with the
majority of the patients in the late stages ofdisease in which the cancer has spread beyondsémg. @Jnfortunately, ovarian cancer
patients in the late stages of the disease haveragpognosis, which leads to the high mortalitesaAccording to the A CS , when
ovarian cancer is diagnosed at its earliest sthgegpatient has a 5-year survival rate of 93%. @warancer patients have up to a 90% cure
rate following surgery and/or chemotherapy if detddn stage 1. However, only 19% of ovarian capagients are diagnosed before the
tumor has spread outside the ovary. For ovarianargmatients diagnosed in the late-stages of $eade, the 5-year survival rate falls to
as 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 cancethie specialized training of the surgeon who dpsran the ovarian cancer patient.
Numerous studies have demonstrated that treatmhemil@nant ovarian tumors by specialists suchyaegologic oncologists or at
specialist medical centers improves outcomes fanarowith these tumors. Published guidelines frommSB0O and the ACOG
recommend referral of women with malignant ovatiamors to specialists. Unfortunately, today, orhpat one third of women with
these types of tumors are operated on by spesidlispart because of inadequate tests and proeethat can identify such malignancies
with high sensitivity. Accordingly, an unmet climicneed is a diagnostic test that can provide aatequredictive value to stratify patients
with a pelvic mass into those with a high riskrofasive ovarian cancer versus those with a lowaiskvarian cancer, which is essential
for improving overall survival in patients with avan cancer.

Although adnexal masses are relatively common,gnatit tumors are less so. Screening studies hdiaatad that the
prevalence of adnexal masses in postmenopausal woamebe as high as 5 percent. A dnexal massdlsanght to be even more
common in premenopausal women, but there are nwrgarsistent, physiologic ovarian masses in teimafraphic group . Ina
Prostate Lung Colorectal and Ovarian Cancer st28y519 post-menopausal women were screened fomovaalignancy and 4.7%
received an abnormal ultrasound. Using the USuse0653 million women over the age of 50, thisgagis there are more than 2.4
million adnexal masses in this segment alone. Alginomany of these do not present to the physidiameonot concerning enough to
warrant surgery, those that do require evaluatiorttfe likelihood for malignancy could potentiabignefit from the use of OVA1L .

The ACOG and the SGO have issued guidelines toptelpicians evaluate adnexal masses for malignarmse guidelines take
into account menopausal status, CA125 levels, agdipal and imaging findings. However, these gugel have notable shortcomings
because of their reliance on tools with certainkmeases. Most notably, the CA125 blood test, whicteared by the FDA only for
monitoring for recurrence of ovarian cancer, isaieg in up to 50% of early stage ovarian canceesaMoreover, CA125 can be elevated
in numerous conditions and diseases other thariasveancer, including benign ovarian masses andreattiosis. These shortcomings
limit the CA125 blood test’s utility in distinguisig benign from malignant ovarian tumors or for irsdetection of early stage ovarian
cancer. Transvaginal ultrasound is another diagnosidality used with patients with ovarian massagempts at defining specific
morphological criteria that can aid in a benignsusrmalignant diagnosis have led to the morphollodgx and the risk of malignancy
index, with reports of 40-70% predictive value. Hawer, ultrasound interpretation can be variabledeubendent on the experience of the
operator. Accordingly, the ACOG and SGO guidelipesform only modestly in identifying early stageagan cancer and malignancy in
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 casekia poorly detected in early stage
ovarian cancer.

Commercialization

Under the terms of the now terminated Strategi@Ale Agreement, Quest Diagnostics ha d the r@ghotmmercialize up to

three diagnostic tests from our product pipelinee§ Diagnostics selected two tests, a perlaeterial disease blood test and OVAL .

We believe Quest Diagnostics no longer has tite to select the final diagnostic test. Pursuarthé Strategic Alliance Agreement,
Quest Diagnostics had the exclusive commerci@zaights to commercialize OVAL in the clinic&ference laboratory marketplace in
each exclusive territory through September 2014thedight to extend the exclusivity period for aadlitional year. These exclusive
territories consist ed of the United States, InMaxico, and the United Kingdom. Quest Diagnoshiasd the non-exclusive right to
commercialize OVA1 on a worldwide basis outsidéhefse exclusive territories. We terminated the emgent with Quest Diagnostics on
August 23, 2013 but the effectiveness of such teation has been disputed by Quest Diagnostics aftsob
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the termination, we allowed Quest Diagnostic scdntinue to make OVA1 available as long as (i) ®wentinues to make the payments
and provide the reports to Vermillion in connectigith such activities as would be required under$trategic Alliance Agreement but
for its termination and (ii) Vermillion determinésat Vermillion and Quest are negotiating in goaithf towards alternative terms under
which Quest and Vermillion can work together to m#his important product available to healthcamrjolers and patients.

Now that the Strategic Alliance Agreement has leeminated , we plan to make OVAL available throaghnnels in addition to
Quest Diagnostics.

Customers

In the United States, the IVD market can be segeteimto three major groups: clinical reference tabaries, the largest of which
are Quest Diagnostics and Laboratory Corporatiofiroérica; hospital laboratories; and physicianagfé. In 2013, all of our product
revenue was generated through Quest Diagnostiasside the United States, laboratories may becars®mers, either directly with us
or via distribution rel ationships established ke#w us and authorized distributors. In 201 4 , \&e  begin to actively seek out
distributors/partners outside the United Statesfoanticipated 2015 launch .

Research and Development

Our research and development efforts center odigwevery and validation of biomarkers and comlamest of biomarkers that
can be developed into diagnostic assays. We d@tedominantly through collaborations we have distiagd with academic institutions
such as JHU and M.D. Anderson as well as througlract research organizations (“CRQO’s”) such asiBienMed. In addition, we
actively seek collaborations and initiate dialoghwglinical academics, in order to generate pubbees, intellectual property or test
development in broader areas of gynecologic ongolog

Scientific Background

Genes are the hereditary coding system of livimgguisms. Genes encode proteins that are respofwildellular functions. The
study of genes and their functions has led to theodery of new targets for drug development. Itigusources estimate that, within the
human genome, there are approximately 30,000 géitbeugh the primary structure of a protein isetatined by a gene, the active
structure of a protein is frequently altered bgrattions with additional genes or proteins. Tregesequent modifications result in
hundreds of thousands of different proteins. Initémid proteins may interact with one another torfcomplex structures that are
ultimately responsible for cellular functions.

Genomics allows researchers to establish the sekttip between gene activity and disease. Howewvany diseases are
manifested not at the genetic level, but at thégimdevel. The complete structure of modified pins cannot be determined by reference
to the encoding gene alone. Thus, while genomicgiges some information about diseases, it doepmeide a full understanding of
disease processes. We are focused on convertiegtr@dvances in proteomics into clinically usefalgthostic tests.

Relationship Between Proteins and Diseases

The entire genetic content of any organism, knosvitsagenome, is encoded in strands of deoxyribeiwacid (“DNA”). Cells
perform their normal biological functions throuditetgenetic instructions encoded in their DNA, whiesults in the production of
proteins. The process of producing proteins fromAD&lknown as gene expression or protein expres§ldferences in living organisms
result from variability in their genomes, which caffect the types of genes expressed and the lefigisne expression. Each cell of an
organism expresses only approximately 10% to 20#efenome. The type of cell determines which gamne expressed and the amount
of a particular protein produced. For example rlisgls produce different proteins from those prmtuby cells found in the heart, lungs,
skin, etc. Proteins play a crucial role in virtyall biological processes, including transportatmd storage of energy, immune
protection, generation and transmission of nenyauises and control of growth. Diseases may be ddmg@ mutation of a gene that alters
a protein directly or indirectly, or alters the ébwf protein expression. These alterations infirtiie normal balance of proteins and create
disease symptoms. A protein biomarker is a praiejorotein variant that is present in a greatdesser amount in a disease state versus a
normal condition. By studying changes in proteionbarkers, researchers may identify diseases prithret appearance of physical
symptoms. Historically, researchers discoveredamdiiomarkers as a byproduct of basic biologicsgase research, which resulted in the
validation by researchers of approximately 200girobiomarkers that are being used in commercélbilable clinical diagnostic
products.

Limitations of Existing Diagnostic Approaches

The IVD industry manufactures and distributes patslthat are used to detect thousands of individoiponents present in
human derived specimens. However, the vast majofitiiese assays are used specifically to idesiifgle protein biomarkers. The
development of new diagnostic products has beeitelihoy the complexity of disease states, which imagaused or characterized by
several or many proteins or post-translationallydified protein variants. Diagnostic assays thatlianiéed to the detection of a single
protein often have limitations in clinical specific(true negatives) and sensitivity (true posisivdue to the complex nature of many
diseases and the inherent biological diversity agrmopulations of people. Diagnostic products thetianited to the detection of a single
protein may lack the ability to detect more compdéseases, and thus produce results that are
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unacceptable for practical use. The heterogenéitijsease and of the human response to diseasewftierlies the shortcoming of single
biomarkers to diagnose and predict many diseasesaely.

Our Solution

Our studies in ovarian cancer have given ust@bebderstanding of both the disease pathophygidod the host response. By
using multiple biomarkers rather than a single t@dmr , we are able to better characterize tbeadie and host response heterogeneity.
In addition, by examining specific biomarkers ahelit variants , (e.g. post-translational modiifimas ) , we believe we can improve
sensitivity and specificity over traditional diagic biomarkers because these biomarker combirsatiftect both the pathophysiology
and host response. This is accomplished using hoealarker panels coupled with multivariate pattexognition software to identify
IVDMIA algorithms which can be commercializeddisease-specific assays.

We are applying translational biomarker researlgfogrdhm development tools, and statistical erradeling methods to discover
robust associations between biomarker panels amdally relevant disease endpoint s. We pladeaeelop new IVDMIA algorithms and
molecular diagnostic tests based on known and nielehtified protein markers to help physicians éeftredict and manage disease and
treatment, and thereby improve patient outcomesaadall health economic resource utilization. afples of diagnostic applications
include, but are not limited to: asymptomatic p@pioin screening, early detection, triage to spestglaid in diagnosis, prognosis or
disease sub-classification, prediction or seleatibtherapy, monitoring of therapeutic responseesidual disease, monitoring for
recurrence or identification of appropriate fallbdleerapy or clinical trial eligibility.

We therefore anticipate ongoing and new partngrsshith leading scientific and clinical institut®®mvho have active proteomic
or genomic programs in the area of gynecologic eengcor with relevant clinical trial intereststivthe goal of expanding our product
portfolio with relevant solu tions to unmet medioakds in women’s health.

Addressing the Heterogeneity of Disease

Our approach is to create a diagnostics paradigirigtbased on risk estimation , multiple-biomariesting and information
integration. This is based on the belief that canoel other gynecologic disease s are heterogsraul, therefore, that relying on a
single disease biomarker to provide a simple “y@samswer is likely to fail. We believe that effeito diagnose cancer and other complex
diseases have failed in large part because thas#ise heterogeneous at the causative level, netr@hmost diseases can be traced to
multiple potential etiologies, and at the indiviltesponse level, meaning that each individualaét with a given disease can respond to
that ailment in a specific manner. Consequentlggaosis, disease monitoring and treatment decisanbe challenging. This
heterogeneity of disease and difference in humsporese to disease and/or treatment underlies drecemings of single biomarkers to
predict and identify many diseases. A better urideding of heterogeneity of disease and human nsgpis necessary for improved
diagnosis and treatment of many diseases.

Validation of Biomarkers Through Proper Study Design

Analysis of peer-reviewed publications reveals ahtaily reports of hovel biomarkers or biomarkembinations associated
with specific diseases. Few of these are useccaligi As with drug discovery, preliminary researeBults fail to canvass sufficient
variation in study populations or laboratory prees and, therefore, the vast majority of candibaimarkers fail to be substantiated in
subsequent studies. Recognizing that validatidineigooint at which most biomarkers fail, our stggtes to reduce the attrition rate
between discovery and clinical implementation bifdaug validation into the discovery process. Bigkes fail to validate for a number
of reasons, which can be broadly classified insgmalytical and analytical factors. Pre-analytfaators include study design that does
not mimic actual clinical practice, inclusion oktlwrong types of control individuals and demograftias (usually seen in studies in
which samples are collected from a single insttti Analytical factors include poor control ovabobratory protocols, inadequate
randomization of study samples and instrumentdiiases (for example, higher signal early in theeeixpental run compared to later in
the experimental run). Finally, the manner in which data are analyzed can have a profound impettteoreliability of the statistical
conclusions.

When designing clinical studies, we begin with ¢heical question, since this drives the downstredimical utility of the
biomarkers. With the starting point of building igation into the discovery process, we design tudiss to include the appropriate cases
and control groups. We further incorporate anahitalidation component within the discovery comgain We place an emphasis on
multi-institutional studies, inclusion of clinicgltelevant controls, using qualified and traine@mors to run assays and collect data. For
example, in an August 2004 cancer research papéchwlescribes the first three biomarkers in tharian cancer panel, there were more
than 600 specimen samples taken from five hosphialswere analyzed. In the development of OVA1awalyzed more than 2,500
samples from five additional medical centers ptaoinitiating the prospective ovarian clinical spudr submission to the FDA. In
analyzing the complex proteomics data, we takesatstal view of statistical methodologies, choodimgise a variety of approaches and
looking for concordance between approaches, takiagiew that biomarkers deemed significant by ipldtstatistical algorithms are
more likely to reflect biological conditions tharathematical artifacts.

Through biomarker discovery efforts conducted preidantly from 2000 through 2007, we have amassgartdolio of candidate
biomarkers identified in retrospective sample sBts. research and development efforts are now gnfmtlsed on validating these
biomarkers in prospective studies. During the mefiom 2007 through 2008, we conducted a multi-€eptospective clinical trial to
determine the clinical performance of OVAL, whichsssubmitted to the FDA on June 19, 2008, and
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cleared by the FDA on September 11, 2009. We hdditi@nal markers for ovarian cancer that we ptap\aluate and validate. These
activities are outlined below.

R&D- Sponsored | nitiatives to S upport M arket D evelopment of OVAL

We have two ongoing R&D-sponsored initiatives tppart OVAL market development and adoption as gwaved standard of care in
the pre-surgical triage and evaluation of adnexagsas. The first is a major new clinical study ¥, focused on its performance in the
predominantly pre-menopausal non- g ynecologicadagist patient population. The study, called OVA5has resulted in first
publication in the February 2013 edition@§necologic Oncologya peer-reviewed journal with the highest impactdr rating of any
journal worldwide focused on gynecologic oncolo@¥A500 was conducted to confirm and extend theraatt findings of Ueland and
Miller , published inObstetrics & Gynecologiy the June 2011 edition, with a completely newospectively enrolled patient cohort. The
findings of OVAS500, reported iGynecologic Oncologyare summarized in a preceding section of thisiahmreport on Form 10-K. Three
a dditional follow-on manuscripts were publisheg@er-reviewed publication s in 2013 and early 201%he second R&D initiative
supporting OVAL is a series of Vermillion-assistemiependent clinical research studies of OVA1 oligh this program, Vermillion
offers limited support for well-qualified p rincipanvestigators in the form of materials, testsggvices, and scientific consulting. As a
result, we are currently in discussion with a nundfeotential investigators to support new reslegmngblications on OVAL'’s clinical
utility, cost-effectiveness, and potential lineengions. While we are not always at liberty to amoe such collaborations , at least one
study has begun enrolling patients under a clinitstltution review board approval.

New ovarian cancer indications. While our focus on supporting the commercializatéi®VA1L is our primary priority, we also
may e xten d our ovarian cancer franchise beyondD\enabled by several factors: 1) W e haverestal and expanded our research
and license agreement with JHU to include advaneirgplatform migration and next-generation diadieagst ; 2) Vermillion enjoys a
large and growing portfolio of intellectual propergenerated through collaborative research aedding; 3) T he acquisition of
Correlogic assets in 2011 br ought with it highlyated clinical samples, intellectual property @anaimising biomarker leads. These have
the potential to further amplify our ovarian candignostic efforts in the future ; 4) Clinical kddorations such as the independent
clinical research program mentioned above typidalijude licensing options when valuable intell@ttoroperty or product opportunities
result; and 5) Vermillion’s success in translatingmarkers into FDA-cleared, widely available comai products creates increasing
interest in licensing, co-marketing and/or acqigsiof intellectual property and products from amaits and technology providers. We
believe we are well-positioned in gynecologic ongyl and women'’s health markets to launch new prisdigveloped, licensed, co-
marketed or acquired by any of these routes.

Our research and development expenses were $ 2080%nd $ 2,216 ,000 for the years ended Dece@ihet0 1 3and 201 2,
respectively. The increase from the prior year dies primarily to an increase in payments to JHUpsupour platform migration and
next-generation diagnostic test programs as weadkpanded personnel and contractor costs to sufiyms® programs.

Commercial Operations

We have a commercial infrastructure, including saled marketing and reimbursement expertise. Oes sapresentatives work
to identify opportunities for communicating the béts of OVAL to general gynecologists and gyneg@mncologists alike. In
September 2010, we announced that OVA1 was CE miaakeequirement for marketing the test in the Baam Union. As part of this,
OVAL satisfied all certification requirements taplete its declaration of conformity. We also ptarpenetrate markets outside of the
United States once we have migrated OVA1 ontotitgeplatform available globally. In 2014, we plembegin to actively seek out
distributors/partners outside the United Statethabwe may begin marketing OVA1 outside the Uniattes in 2015 .

Approximately 17,004 OVAL1 tests were performed®12, an increase of 3 % over 201 2 . Additionallg estimate over 30%
of U.S. gynecologic oncologists are supportivaadrocating the use of OVA1 for the triage of womeéth adnexal masses. This broad
number of specialists supporting the test indicateanderstanding of the clinical need and thetglif OVA1 to serve a significant
market to assist physicians in triaging women weecha specialist for surgery from those who catrdated by the primary physician.
As of December 201 3, over 6,7 00 accounts haereddithe test, an increase of 26 % over 201 2 .

We continue to develop the market through exp eadmTerritory Development M anagers. As marketramess continues to
build, these managers are focused on efforts thidtave a positive impact on regional payers arghte positive coverage
decisions. They are working with local key opinleaders and meeting with medical directors towudisahe clinical need, our technology
assessment package and increasing experience segistadies showing the positive outcomes utiliiveA L.

There are still obstacles to overcome and sigmificailestones ahead . First, although the testraeland the number of doctors
continue to increase, the average g ynecologisoniy see about 2 to 4 patients per month who ne®d our test and additional effort
will be required to establish a consistent ordepagern. Second, insurance coverage and pailenate a concern to the physician and
can disrupt the ordering pattern of a generalist igtsupportive of OVAL.

Reimbursement

In the United States, revenue for diagnostic testses from several sources, including third-pagyegps such as insurance
companies , government healthcare programs, sugtedigare and Medicaid and patients . Novitasisms (formerly Highmark
Medicare Services) , the Medicare contractor thatjbrisdiction over claims submitted by Quest Diagfics for OVAL , cover s
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OVALl. This local coverage determination from Nas Solutions essentially provide s national cagerfor patients enrolled in
Medicare as well as Medicare Advantage health plans

T he American Medical Association (“ AMA ") CPTaRel approve d an application for a Category | €8de for OVA1 which
became effective January 1, 2013. In December 2883CMS made its final determination and autharikedicare contractors to set
prices for MAAA test CPT codes when they deterniinig payable. CMS also validated that an algorithes unique value by specifying
that gap-fill not cross-walk should be used by caxtbrs to price MAAA tests. We expe ct OVAL tofreed using the gap-f ill method ;
and we will be engaged in that process in 2014fiming effective January 1, 2015. This decisitsoaets a precedent for recognizing the
value of biomarker developed tests and recogni@sts on the value they bring to clinical decisioaking and healthcare efficiencies.

As of January 1, 2014, we have coverage from Blag€BlueShield plans totaling approximately 8.diamillives. I n April
2013, the BCBS Technical Evaluation Center (“TE€assified OVA1 as experimental/investigationaConsequently, OVAL did not
meet the TEC's criteria for coverage.

We believe the TEC assessment classifying OVAIxpsrémental/investigational is flawed and rebuttatsh multiple points.
Most notably, the TEC assessment was conductedgl@€i12 and did not consider the OVA500 study shield in February 2013, the
updated S GO statement on the use of OVAL issubthin2013 or the June 2013 publication of a comgneive study on widespread
flaws in the care of women with ovarian cancer tteat be addressed in large part with the use ghdgtics such as OVAL.

We have undertak en an effort to address the TE&ament with BCBS plans that still maintain fabteaoverage decisions
and those that have reversed coverage decisionge\o, there can be no guarantee that we will beessful in our appeals of coverage
decisions or our rescission request, or that ifivgesuccessful, it will have a positive impact loa level of reimbursement or our revenue.

In total, including Medicare and other privatg@as, approximately 55.9 million patients haveess and coverage for OVAL .
The Company plans to continue to pursue coecfiagn additional payers.

New and innovative diagnostic tests often face beireement challenges that can affect adoptiorthiee key focus areas are
coding, claims, and coverage or pay e r adoptlarconjunction with Quest Diagnostics, we are cstasitly addressing these three areas.

Coding

« OVALlis anew class of diagnostics and therefooespecific code existed at the time ofléanch. This is often the ca
with new diagnostic tests , and companies will biing a miscellaneous code , which is the pathand:Quest
Diagnostics implemented. A fter establishing OMAthe market, creating dem and and demonstratiegtility of the
test, we applied for and received a CPT code dpdoif OVA1 which was effective beginning Januar2013 .
Achievingtheunique Category | (PT code# 81503was a critical stefin ourcommercialization proces

« Medicare currently reimburses OVA1 at $516 per &sst our test list price is $650 .

Claims Process

« Inthe early launch of a product, claims can beateid due to lack of medical necessity, lack ofepayderstandin, or
even hilling process errors. To address thesesitene are engaging with physicians ’ offices teistsn the appeals
process to the extent we are able to obtain appegdsdirectly or from Quest Diagnostics. We aliegithese claims to
educate payers and create awareness about theamesliessity of our tes

Payer Coverage

« Wehavecontinued to focus ongoing efforts toward obtaining natiooaerage decisions. However, thdecisions
typically have a much longer lead time due to itdusstablished processes and time frames. In cassts, these entail
clinical and technical reviews that are performadan annual basi

« We have assembled a Technology Assessment Packagetide a nucleus of materials tailored to edational Plan.
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« We have launched a program to aid local key opiféaders to work with health plans to support cagerfor
OVAL. These strategic actions are necessary stemmvert those plans representing numerous rabjayers and late
adopters.
Competition

The diagnostics industry in which we operate is pefitive and evolving. There is intense competiaomong healthcare,
biotechnology and diagnostics companies attempartiscover candidates for potential new diagngaticiucts. These companies may:

« develop new diagnostic products in advancusor our collaborators

« develop diagnostic products that are more effediveos-effective than those developed usor our collaborators

« Obtain regulatory clearance or approval of theagdostic products more rapidly than us or our bolfators; or

« obtain patent protection or other intellectual gndyp rights that would limit our or our collaborasbability to develop
and commercialize, or a custon’ ability to useour or our collaborator’ diagnostic product:

We compete with companies in the United Statesatndad that are engaged in the development and ecstatization of novel
biomarkers that may form the basis of novel diafjodests. These companies may develop productstbaompetitive with and/or
perform the same or similar functions as the pr&slaffered by us or our collaborators, such as biter specific reagents or diagnostic
test kits. Also, clinical laboratories may offestiag services that are competitive with the prasigold by us or our collaborators. For
example, a clinical laboratory can either use retggpurchased from manufacturers other than useitsiown internally developed
reagents to make diagnostic tests. If clinical fabtaries make tests in this manner for a particdilsgase, they could offer testing services
for that disease as an alternative to productstsplas used to test for the same disease. Thadestivices offered by clinical laboratories
may be easier to develop and market than testi&itsloped by us or our collaborators because #tmgeservices are not subject to the
same clinical validation requirements that are iapple to FDA-cleared or approved diagnostic tést k

In September 2011, Fujirebio Diagnostics receivbd Elearance for Risk of Ovarian Malignancy Algbrit . This test
combines two tumor markers and menopausal statmsiinumerical score using a publicly availableetym. Th is test has the sam e
intended use and precautions as OVAL. The Riskvafi@n Malignancy Algorithm is currently marketesitaving utility limited to
epithelial ovarian cancers, which accounts for &J%varian malignancies. Based upon the resulés2§13 study, we believe that OVA1
has superior performance when compared to thedbigiDiagnostics test .

Intellectual Property Protection

Our intellectual property includes a portfolio afiteed, co-owned or licensed patents and patentcgpipins. As of December 31,
201 3, our clinical diagnostics patent poitféhcluded 27 issued United States patents, 1dipgriJnited States patent applications,
and numerous pending patent applications and igsatedits outside the United States. These patedtpatent applications fall into 34
patent families and are directed to several arEtecbnology . Some, such as ovarian and breasecafall into our corporate focus on
gynecologic oncology and women'’s health. These beayseful either in the development of patent-gtetd products or to create
intellectual property barriers to competing companiOthers, such as PAD, Alzheimer’s or other diatjo technologies are not core
assets. However, they may in some cases preselit@nging or royalty opportunities . The clinicéagnostics market includes
laboratories engaged in the research and develdmndrfor manufacture of diagnostic tests using hiders, commercial clinical
laboratories, hospitals and medical clinics thafqren diagnostic tests.

In October 2013, we amended our existing reseastthboration agreement with the JHU , and we agtegzhy approximately
$1,600,000 through June 2015 for assistance wjtthélmigration of the existing OVAL1 test to a nglatform and (2) the development,
submission and launch of a next-generation ovareter diagnostic. Collaboration costs under tHg déllaboration were $ 658 ,000
and $ 251 ,000 for the years ended December 201, 3 and 201 2, respectively. In addition, urtlerterms of the amended research
collaboration agreement, we are required to pagtbater of 4% royalties on net sales of diagndstits using the assigned patents or
annual minimum royalties of $5 7, 5 00. Othestitations and companies from which we hold optitmcense intellectual property
related to biomarkers or are a co-inventor on appbns include UCL, M.D. Anderson, UK, OSU, McGilhiversity (Canada), Eastern
Virginia Medical School, Aaron Diamond AIDS Resdafgenter, UTMB, Goteborg University (Sweden), Unsity of Kuopio (Finland),
The Katholieke Universiteit Leuven (Belgium) andy&iospitalet.

Manufacturing

We are the manufacturer of OVA1 . Components of Q\##clude purchased reagents for each of the coemi@ssays as well as
the OvaCalc ® software. Because we do not direntipufacture the component assays, we are reqoiredintain supply agreements
with manufacturers of each of the assays. As gartioQuality Systems, reagent lots for these asaay tested to ensure
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they meet specifications required for inclusioOMAL . Only reagent lots determined by us as hawieg these specifications are
permitted for use in OVAL .

Environmental Matters
Medical Waste

We have been subject to licensing and regulatiateufederal, state and local laws relating to tuedfing and disposal of
medical specimens and hazardous waste as wellths gafety and health of laboratory employees.l@horatories were operated in
material compliance with applicable federal andeskaws and regulations relating to disposal ofabratory specimens. We utilized
outside vendors for disposal of specimens. We dagliminate the risk of accidental contaminatiord@charge and any resultant injury
from these materials. Federal, state and local Ewisregulations govern the use, manufacture,ggotendling and disposal of these
materials. We could be subject to fines, pena#ties damages claims in the event of an impropenauthorized release of, or exposure of
individuals to, hazardous materials. In additidajmants may sue us for injury or contaminatiort tiegults from our use, or the use by
third parties, of these materials, and our liapititay exceed our total assets. Compliance withrenmental laws and regulations is
expensive, and current or future environmental leggns may impair our research, development odpetion efforts.

Occupational Safety

In addition to its comprehensive regulation of safe the workplace, the Federal Occupational Sadetd Health Administration
has established extensive requirements relatimgt&place safety for healthcare employers whos&arsrmay be exposed to blood-
borne pathogens such as HIV and the hepatitis.viifusse regulations, among other things, requind weactice controls, protective
clothing and equipment, training, medical follow;waccinations and other measures designed to rzimiexposure to chemicals and
transmission of the blood-borne and airborne pahsgAlthough we believe that we have compliedlimaterial respects with such
federal, state and local laws, failure to compluldesubject us to denial of the right to condudtibass, fines, criminal penalties and other
enforcement actions.

Specimen Transportation

Regulations of the Department of Transportatioe,ltliernational Air Transportation Agency, the Rublealth Service and the Postal
Service apply to the surface and air transportaifasiinical laboratory specimens. Although weibed that we have complied in all
material respects with such federal, state and laas, failure to comply could subject us to déoithe right to conduct business, fines,
criminal penalties and other enforcement actions.

Government Regulation

General. Our activities related to diagnostic products ar have the potential to be, subject to reguyabversight by the FDA
under provisions of the Federal Food, Drug and @bsmict and regulations thereunder, including fatjons governing the
development, marketing, labeling, promotion, maotufiang and export of our products. The Food, Dend Cosmetic Act requires that
medical devices introduced to the United Stateketaunless exempted by regulation, be the subfesither a pre-market notification
clearance, known as a 510(k) clearance or 510(kjpgle clearance, or a PMA. OVAL was cleared byRBé in September 2009 under
the 510(k) de novo guidelines. OVAL was the fiBtA-cleared blood test for the pre-operative agsess$ of ovarian masses . We are in
the process of establishing a regulatory pathwapdo next - generation ovarian cancer test . Gihstudies to support either a 510(k)
submission or a PMA application would need to bedereted in accordance with FDA requirements. IfRD& indicates that a PMA is
required for any of our potential future clinicabgducts, the application will require extensivenidal studies, manufacturing information
and likely review by a panel of experts outsideRDsA. Additionally, the FDA will generally conduetpre-approval inspection for PMA
devices.

Even in the case of devices like analyte speafagents (“ASRs”), which may be exempt from 510{kaance or PMA

approval requirements, the FDA may impose resbriction marketing. Our potential future ASR produety be sold only to clinical
laboratories certified under the CLIA to perfornginicomplexity testing. In addition to requiring apyal or clearance for new products,
the FDA may require approval or clearance priantyketing products that are modifications of erigtproducts or the intended uses of
these products. Additionally, the FDA will geneyationduct a pre-approval inspection for PMA devig@gr suppliers’ manufacturing
facilities are, and, if and when we begiomenercializing and manufacturing our productarselves, our manufacturing facilities

will be, subject to periodic and unannouhcispections by the FDA and state agencfor compliance with Quality
System Regulations (“QSRs”). Additionally, ethFDA will generally conduct a pre-approvaispection for PMA devices.
Although we believe that we and our suppliers bdlable to operate in compliance with the FDA's @& ASRs, we cannot assure that
we or our suppliers will be in or be able to maimtzompliance in the future. We have never beelestibo an FDA inspection and cannot
assure that we will pass an inspection, if and wheacurs. If the FDA believes that we or our sligag are not in compliance with
applicable laws or regulations, the FDA can iss&etan 483 List of Observations or warning lettextadn or seize our products, issue a
recall notice, enjoin future violations and assge# and criminal penalties against us. In additiapprovals or clearances could be
withdrawn under certain circumstances.
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Any customers using our products for clinical us¢hie United States may be regulated under CLIA¢kvis intended to ensure
the quality and reliability of clinical laboratosén the United States by mandating specific statalia the areas of personnel
qualifications, administration, participation inoficiency testing, patient test management, quabtytrol, quality assurance and
inspections. The regulations promulgated under Gédtablish three levels of diagnostic tests - ngmwehived, moderately complex and
highly complex - and the standards applicable ¢brécal laboratory depend on the level of theggsperforms. Medical device laws and
regulations are also in effect in many of the cdastin which we may do business outside the Urtiiedes. These range from
comprehensive device approval requirements for smmadl of our potential future medical device puots, to requests for product data or
certifications. The number and scope of these rements are increasing. In addition, products whiobe not yet been cleared or
approved for domestic commercial distribution maysbibject to the FDA Export Reform and EnhancerAehbf 1996 (“FDERA”).

FDA Regulation of Cleared Tests Once granted, a 510(k) clearance or PMA approval ptece substantial restrictions on how
our device is marketed or to whom it may be soltidAvices cleared by the FDA are subject to caritig regulation by the FDA and
certain sta te agencies. As a medical device matwré, we are also required to register and listppoducts with the FDA. We are
required to set forth and adhere to a Quality Rdied other regulations. In addition, we are rezplito comply with the FDA’s QSRs,
which require that our devices be manufacturedrandrds be maintained in a prescribed manner wiheact to manufacturing, testing
and control activities. Additionally, we may be gdi to inspection by federal and state regulagggncies. Non-compliance with these
standards can result in, among other things, fingsctions, civil penalties, recalls, and totalpartial suspension of production. Further,
we are required to comply with FDA requirementsléreling and promotion. For example, the FDA pbitkicleared or approved devices
from being promoted for uncleared or unapproved.usabeling and promotional activities are subfectcrutiny by the FDA, which
prohibits the marketing of medical devices for ymraped uses. Additionally, the FDA require s upéoform certain post-marketing
studies to verify or validate the clinical performsa of FDA- cleared tests , as is permitted byrthigitutory authority .

In addition, the medical device reporting regulatiequires that we provide information to the FDAemever evidence
reasonably suggests that one of our devices may ¢wwsed or contributed to a death or seriousyingurwhere a malfunction has
occurred that would be likely to cause or contibiat a death or serious injury if the malfunctioerato recur.

Foreign Government Regulation of Our Products ~ We intend to obtain regulatory approval in otbeuntries to market our
tests. Each country maintains its own regulatowjese process, tariff regulations, duties and tagureements, product standards, and
labeling requirements. In 2010, we retained theises of the Emergo Group and TUV SUD America to@ssist in our efforts to
satisfy the regulatory requirements necessarydomuercialization in Europe.  In September 2@@A1 was CE marked, a
requirement for marketing the test in the Europédaion.

Employees
As of December 31, 201 3, we had 2 6 full-tiemeployees. We also engage independent contrdmongime to time .
Code of Ethics for Executive Officers

We have adopted a Code of Ethics for Executivec®ffi. We publicize the Code of Ethics for Execu@fficers by posting the policy on
our website, www.vermillion.com. We will disclosa our website any waivers of, or amendments toCGmdte of Ethics.

Information About Us

We file annual reports, quarterly reports, curmepiorts, and proxy statements, and other informatith the Securities and
Exchange Commission (the “SEC”"). You may read agy@ny material we file with the SEC at the SERUblic Reference Room
located at the following address:

100 F Street, NE
Washington, DC 20549

You may obtain information on the operation of 8#C'’s Public Reference Room by calling the SEG-800-SEC-0330. The
SEC also maintains an Internet website, www.sec. i@t contains reports, and proxy statementspémet information regarding issuers
that file electronically with the SEC.

In addition, we make available free of charge uniderinvestors Relation section of our website, wwanmillion.com, the
Annual Reports on Form 10-K, Quarterly Reports omF10-Q, Current Reports on Form 8-K and amendsnterthose reports filed or
furnished pursuant to Section 13(a) or 15(d) ofSkeurities Exchange Act of 1934 , as amended {i&mxge Act”) as soon as reasonably
practicable after we have electronically filed saciterial with or furnished such material to theCSEou may also obtain these
documents free of charge by submitting a writtequest for a paper copy to the following address:

Investor Relations

Vermillion, Inc.

12117 Bee Caves Road, Building T hree , Suite 100
Austin, TX 78738
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The information contained on our website is nobiporated by reference in this Annual Report omi20-K and should not be
considered a part of this Annual Report on FornkK10-

ITEM 1A. RISK FACTORS

You should carefully consider the following risktfas and uncertainties together with all of thbetinformation contained in
this Annual Report on Form 10-K, including our aedi consolidated financial statements and the apamying notes in Part Il Item 8,
“Financial Statements and Supplementary Data . €Tisks and uncertainties describe d below arethetonly ones we face. Additional
risks and uncertainties not presently known to uthat we currently deem immaterial may also maiyiadversely affect our business ,
financial condition or results of operations .

Risks Related to Our Business

If we are unable to increase the volume of OVAL sales, our business, results of operations and financial condition will be adversely
affected.

We have experienced significant operating lossek gear since our inception and we expect to iacoet loss for fiscal year 201
4 and the foreseeable future . Our losses hautedprincipally from costs incurred in researcid aevelopment, sales and marketing,
litigation, and general and administrative costs.

All of our revenues have historically been genetdtem sales of OVA1 tests performed by Quest Diesgios . If we are unable
to increase the volume of OVAL sales, our constdidiaesults of operations and financial conditiayuld be adversely affected.

All of our revenue was derived from Quest Diagnosticsduring 2013, and thereisno guarantee that we will be able to successfully
market our test through additional channelsin the future.

All of our revenue during 2013 was derived throwgin now terminated strategic partnership with QiBagnostics and was based
on the number of OVAL tests performed by Quest Biagics and the reimbursement rate received byt@iagnostics for those tests.
Quest Diagnostics has disputed the effectivenessiofermination. We plan to offer OVA1 through dashal channels in the future.
However, if we are not successful in adding add#lsales channels or if we do not experience gngDVA1 test volumes or receive
less reimbursement per test than expected, it doald a material adverse effect on our revenueltsesf operations and cash flows.

The consequences of terminating the Quest Diagnostics Strategic Alliance Agreement are uncertain and could materially adversely
affect our business, financial condition and results of operations, particularly given that all of our product revenue has historically been
generated as a result of tests performed by Quest Diagnostics.

All of our product revenue in 2013 was generated essult of OVAL tests performed by Quest Diagnestin August 2013, we
terminated the Strategic Alliance Agreement witte§iuDiagnostics, and in connection with the tertioma we allowed Quest Diagnostics
to continue to make OVA1 available as long as (igQ Diagnostics continues to make the paymentpanide the reports to Vermillion
in connection with such activities as would be isggiunder the Strategic Alliance Agreement butifotermination and (ii) Vermillion
determines that Vermillion and Quest Diagnostiesragotiating in good faith towards alternativertgr Quest Diagnostics has disputed
the effectiveness of the termination. If Quest Diagtics fails to make such payments or provide sephbrts or if Vermillion and Quest
Diagnostics are no longer negotiating alternat@rent in good faith, we may not continue to allowe§uDiagnostics to perform OVA1
tests or we may change the terms on which we peo®idA1 tests to Quest Diagnostics. It is uncerteiw Quest Diagnostics might
respond to any such action, and it is possibleGhagst Diagnostics may commence litigation agaiastQuest Diagnostics may also
unilaterally terminate its current relationshipwits or take other action that might adverselycaffer business, financial condition and
results of operations. If Quest Diagnostics cetseerform OVAL tests and we do not have any otiegins of performing OVAL tests,
we not be able to generate any product revenue.

Failures by third party payers to reimburse OVA1 or changes or variancesin reimbursement rates could materially and adversely affect
our business, financial condition and results of operations.

All of our product revenue in 2013 was dependenthe a mount Quest Diagnostics received frond thérty payers for
performing OVAL tests , and our future revenues aldo be dependent upon third- party reimbursembrdurance coverage and
reimbursement rates for diagnostic tests are usioegubject to change and particularly volatilemty the early stages of
commercialization . There remain questions as tatwktent third party payers, like Medicare, Meitiand private insurance companies
will provide coverage for OVAL and for which indt@ans. The reimbursement rates for OVAL are largeit of our control . We have
had limited visibility into any specific payer-leveeimbursement data for OVAL because such datdban provided to us by Quest
Diagnostics once a year as part of the annual tevene-up process. Quest Diagnostics has adusséuht it has experienced volatility in
the coverage and reimbursement of OVAL due to aohtregotiation with third party payers and
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implementation requirements and that the reimbuesgmmounts it has received from third party payarges from payer to payer, and,
in some cases, the variation is material.

Third party payers, including private insurance pamies as well as government payers such as Medicar Medicaid, have
increased their efforts to control the cost, wiilian and delivery of healthcare services. Thesasomes have resulted in reduced payment
rates a nd decreased utilization of diagnosticdesich as OVAL . From time to time, Congress basidered and implemented changes
to the Medicare fee schedules in conjunction witddetary legislation, and pricing for tests covdrgdviedicare is subject to change at
any time. Reductions in third-party payer reimbaoreat rate s may occur in the future. Reductiorteénprice at which OVAL is
reimbursed could have a material adverse effecuomevenues. If we and Quest Diagnostics arelarialestablish and maintain broad
coverage and reimbursement for OVAL or if thirdtpgiayers change their coverage or reimbursemditigowith respect to OVAL, our
business, financial condition and results of openatcould be materially adversely affected.

We may need to raise additional capital in the future and if we are unable to secure adequate funds on terms acceptable to us, we may
be unable to execute our business plan.

We may seek to raise additional capital throughidbeance of equity or debt securities in the puldliprivate markets, or through a
collaborative arrangement or sale of assets. Aalthtifinancing opportunities may not be availablei$, or if available, may not be on
favorable terms. The availability of financing oppmities will depend, in part, on market condispand the outlook for our business.
Any future issuance of equity securities or se@gitonvertible into equity could result in subsrdilution to our stockholders, and the
securities issued in such a financing may havdsjgireferences or privileges senior to those oftcommon stock.

Our success depends, in part, on our ability to commercialize OVA1 outside the United States, and there is no assurance that we will be
able to do so successfully.

In 2013, virtually all of our product revenue wangrated in the United States. In 201 4, we fdegin to actively seek
laboratory customers and other distributors anthpes outside the United States , so that we mginlbrectly or indirectly marketing
and selling OVA1 outside the United States in 200&e may not be able to find suitable customerstioer distributors or partners
outside the United States that are willing to eirter business relationships with us on terms éinatadvantageous to us or at
all. Moreover, we may be prohibited from direallyindirectly marketing or selling OVAL in variojgisdictions outside the United
States if we are unable to obtain applicable regoleapprovals. In addition, we will need to erestirat third-party payers, including
insurance companies and government payers, idjatiens outside the United States will pay or reimrse for OVAL tests performed in
those jurisdictions.

If we are able to successfully commercialize OVAdsale the United States, we will become subjeatdceased costs and risks
of doing business outside the United States, inetudurrency fluctuations, the impact of various-@orruption and similar laws and
recessionary trends or economic instability inrimétional markets.

We may not succeed in devel oping additional diagnostic products, and, even if we do succeed in developing additional diagnostic
products, the diagnostic products may never achieve significant commercial market acceptance.

Our success depends on our ability to continueet@ldp and commercialize diagnostic products. Thecensiderable risk in
developing diagnostic products based on our bioaratiscovery efforts, as candidate biomarkers radyd validate results in larger
clinical studies or may not achieve acceptablel$ewtclinical accuracy. For example, markers beaagluated for one or more next-
generation ovarian cancer diagnostic tests mapaetlidated in downstream pre-clinical or clinistldies, once we undertake and
perform such studies.

Clinical testing is expensive, takes many yeartaplete and can have an uncertain outcome. Clifsitare can occur at any stage
of the testing. Clinical trials for our next gentawa ovarian cancer tests, and other future diaimtessts may produce negative or
inconclusive results, and we may decide, or regtdainay require us, to conduct additional clinaadl/or non-clinical testing on these
tests. In addition, the results of our clinicahlsi may identify unexpected risks relative to saéetefficacy, which could complicate, delay
or halt clinical trials, or result in the denial refgulatory approval by the FDA and other regulatorthorities.

If we do succeed in developing additional diagroossts with acceptable performance characterjistiesnay not succeed in
achieving commercial market acceptance for thasts.t®ur ability to successfully commercialize diagtic products, 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 product
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our success in establishing new clinical practareshanging previous ones, such that utilizatiotheftests fail to meet
established standards of care, medical guidelindgtee like;

our ability to develop business relationships wdidgnostic or laboratory companies that can asstbie
commercialization of these products in the US dnbally; and

the scope and extent of the agreement by Medicatehérd-party payers to provide full or partiaimdursement coverage
for our products, which will affect patients’ wilijness to pay for our products and will likely higainfluence physicians’
decisions to recommend or use our prodt

These factors present obstacles to commercial taruEpof our existing and potential diagnostic piats, for which we will have
to spend substantial time and financial resource¢&rcome, and there is no guarantee that webaitluccessful in doing so. Our inability
to do so successfully would prevent us from geirgaevenue from OVAL and future diagnostic product

The diagnostics market is competitive , and we may not be able to compete successfully, which would adversely impact our ability to
generate revenue.

Our principal competition currently comes from thany clinical options available to medical persdrimeolved in clinical decision
making. For example, rather than ordering an OVérlafwoman with an adnexal mass, obstetriciansegylngists, and gynecologic
oncologists may choose a different clinical optiwmone at all. If we are not able to convinceiclams that OVAL provides significant
improvement over current clinical practices, oufigtto commercialize OVAL w ill be adversely affied. Additionally, Fujirebio
Diagnostics, Inc. announced in September 2011ittheteived clearance from the FDA to commercialigeRisk of Malignancy
Algorithm (“ROMA”) test. The ROMA test is in directompetition with OVAL , and our revenues couldhegerially and adversely
affected if and when the ROMA test is successfulijnmercialized. In addition, competitors, such astBn Dickinson, Arraylt
Corporation, and Abbott Lab oratories have publdifclosed that they have been or are currentlkivgron ovarian cancer diagnostic
assays. Academic institutions periodically repevrfindings in ovarian cancer diagnostics that imaye commercial value. Our failure to
compete with any competitive diagnostic assay if when commercialized could adversely affect owiress , financial condition and
results of operations .

We have priced OVAL at a point that recognizesstilae-added by its increased sensitivity for ovarizalignancy. If others
develop a test that is viewed to be similar to OViA&fficacy but is priced at a lower point, we Andur strategic partners may have to
lower the price of OVAL in order to effectively cpete, which would impact our margins and potetfitinprofitability.

The commercialization of our diagnostic tests may be adversely affected by changing FDA regulations, and any delay by or failure of
the FDA to approve our diagnostic tests submitted to the FDA may adversely affect our business, results of operations and financial
condition.

The FDA cleared OVAL in September 2009. Our aégsitelated to diagnostic products are, or havethential to be, subject to
regulatory oversight by the FDA under provisionshtef Federal Food, Drug and Cosmetic Act and réigaksthereunder, including
regulations governing the development, marketialgeling, promotion, manufacturing and export of paducts. Failure to comply with
applicable requirements can lead to sanctionsydieg withdrawal of products from the market, résalefusal to authorize government
contracts, product seizures, civil money penaltiganctions and criminal 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-markéfination clearance, known as a 510(k) clearacgl0(k) de novo clearance, or a pre-
market approval (“ PMA ") . Some of our potehfiuture clinical products may require a 510(kp&0(k) de novo clearance, while
others may require a PMA. With respect to deviesserwved through the 510(k) process, we may not etaxkdevice until an order is
issued by the FDA finding our product to be subiadiy equivalent to a legally marketed device kmoas a predicate device. A 510(k)
submission may involve the presentation of a sultisiavolume of data, including clinical data. TRBA may agree that the product is
substantially equivalent to a predicate deviceatmv the product to be marketed in the United&a®n the other hand, the FDA may
determine that the device is not substantially ejant and require a PMA, or require further infatian, such as additional test data,
including data from clinical studies, before itisle to make a determination regarding substagdjaivalence. By requesting additional
information, the FDA can delay market introductafrour products. Delays in receipt of or failureréceive any necessary 510(k)
clearance or PMA approval, or the imposition oihstent restrictions on the labeling and sales ofpsaducts, could have a material
adverse effect on our business, results of opastaad financial condition . If the FDA indicatéat a PMA is required for any of our
potential future clinical products, the applicatioitl require extensive clinical studies, manufagtg information and likely review by a
panel of experts outside the FDA. Clinical stud@support either a 510(k) submission or a PMA iaptibn would need to be conducted
in accordance with FDA requirements. Failure to phymvith FDA requirements could result in the FDA&fusal to accept the data or the
imposition of regulatory sanctions. We cannot asshiat any necessary 510(k) clearance or PMA appmoll be granted on a timely
basis, or at all. To the extent we seek FDA 516l@rance or FDA pre-market approval
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for other diagnostic tests, any delay by or failofé¢he FDA to clear or approve those diagnostitstenay adversely affect our
consolidated revenues, results of operations awashéial condition.

| f we or our suppliersfail to comply with FDA requirements for production, marketing and postmarket monitoring of our products, we
may not be able to market our products and services and may be subject to stringent penalties, product restrictions or recall; further
improvementsto our manufacturing operations may be required that could entail additional costs.

The commercialization of our products could be geth halted or prevented by applicable FDA regateti If the FDA were to
view any of our actions as non-compliant, it comitiate enforcement actions, such as a warnirtgrieind possible imposition of
penalties. In addition, analyte specific reagems we may provide would be subject to a numbé&iA requirements, including
compliance with the FDA'’s Quality System RegulaidfQSR”), which establish extensive requirementsjuality assurance and control
as well as manufacturing procedures. Failure toptpmvith these regulations could result in enforesinactions for us or our potential
suppliers. Adverse FDA actions in any of thesesaoeaild significantly increase our expenses andaedur revenue and profitability. We
will need to undertake steps to maintain our opamatin line with the FDA’s QSR requirements. Saznenponents of OVA1L are
manufactured by other companies and we are reqtaredhintain supply agreements with these compalfids®ese agreements are not
satisfactory to the FDA, we will need to renege@tidtese agreements. Any failure to do so would bavadverse effect on our ability to
commercialize OVAL. Our suppliers’ manufacturingifities are subject to periodic regulatory inspats by the FDA and other federal
and state regulatory agencies. If and when we baminmercializing and assembling our products bgelues, our facilities will be
subject to the same inspections. We or our supgpiigry not satisfy such regulatory requirements,aydsuch failure to do so may
adversely affect our business, financial conditiod results of operations .

If our suppliersfail to produce acceptable or sufficient stock, make changesto the design or labeling of their biomarker kits or
discontinue production of existing biomarker kits or instrument platforms , we may be unable to meet market demand for OVAL.

The commercialization of our OVAL test dependshangupply of five different immunoassay kits frdmrd-party manufacturers
run on automated instruments . Failure by any e$¢hmanufacturers to produce kits that pass Véomidl quality control measures might
lead to back-order and/or loss of revenue due sseii sales and customer dissatisfaction. In addifithe design or labeling of any kit
were to change, continued OVAL supply could beatemed since new validation and submission to B fer 510(k) clearance could
be required as a condition of sale. Discontinuatibany of these kits would require identificatisalidation and 510(k) submission on a
revised OVA1 design. Likewise, discontinuation aitifre to support or service the instruments maepisk to ongoing operations.

I n May 2013, we received notification that thetparmber for one of the five immunoassay compokRisatthat are used in OVAL
will no longer be supported on the instrument, @ffe December 2014, as the manufacturer transitiora newer platform. While we do
not anticipate disruption of ongoing operationdufe of the manufacturer to provide extended serar support might harm the business.
W e are also planning on consolidating the five QMlimunoassays onto a single mainstream automé#drmm and substituting a new
immunoassay component kit for the discontinuingakia mitigating action . These planned changédsegtire a 510(k) submission with
the FDA. No assurances can be made that the FDAedr our expected 510(k) submission approvimgéhchanges to OVA1 prior to
December 2014, or at all.

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

Our technologies are new and complex, and are ciuigjehange as new discoveries are made. Newwvdises and advancements
in the diagnostic field are essential if we aréoster the adoption of our product offerings. Deypehent of these technologies remains a
substantial risk to us due to various factorsudilg the scientific challenges involved, our apito find and collaborate successfully with
others working in the diagnostic field, and compgtiechnologies, which may prove more successéul tur technologies.

If we fail to maintain our rightsto utilize intellectual property directed to diagnostic biomarkers, we may not be able to offer diagnostic
tests using those biomarkers.

One aspect of our business plan is to develop di&tgntests based on certain biomarkers, whichave lthe right to utilize through
licenses with our academic collaborators, suctagdohns Hopkins University School of Medicine gmeUniversity of Texas M.D.
Anderson Cancer Center. In some cases, our codtdysrown the entire right to the biomarkers. Imeotcases, we co-own the biomarkers
with our collaborators. If, for some reason, weelosir license to biomarkers owned entirely by allaborators, we may not be able to
use those biomarkers in diagnostic tests. If we tag exclusive license to biomarkers co-owneddgnd our collaborators, our
collaborators may license their share of the iattllal property to a third party that may compeith ws in offering diagnostic tests, which
would materially adversely affect our businesssults of operations and financial condition.

If athird party infringes on our proprietary rights, we may lose any competitive advantage we may have as a result of diversion of our
time, enforcement costs and the loss of the exclusivity of our proprietary rights.
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Our success depends in part on our ability to raairgnd enforce our proprietary rights. We relyaarombination of patents,
trademarks, copyrights and trade secrets to protediechnology and brand. We have submitted a euwibpatent applications covering
biomarkers that may have diagnostic or therapeutility. Our patent applications may or may notules additional patents being issued.

If third parties engage in activities that infringe our proprietary rights, we may incur signifitansts in asserting our rights. We
may not be successful in asserting our proprigights and the attention of our management mayivateéd from our business , which
could result in our patents being held invalid @oart holding that the competitor is not infringjreither of which may harm our
competitive position. We cannot be sure that coitgretwill not design around our patented technglog

We also rely upon the skills, knowledge and expergeof our technical personnel. To help protectrigits, we require all
employees and consultants to enter into confidiégtegreements that prohibit the disclosure offm®mtial information. These
agreements may not provide adequate protectioouotrade secrets, knowledge or other proprietaigrination in the event of any
unauthorized use or disclosure. If any trade seknetwledge or other technology not protected ipatnt were to be disclosed to or
independently developed by a competitor, it cowdeha material adverse effect on our businessptidated results of operations and
financial condition.

If others successfully assert their proprietary rights against us, we may be precluded from making and selling our products or we may
be 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 againstgesaof patent infringement or other
unlawful use of another’s proprietary technologypy/Auch lawsuit may involve considerable manageraedtfinancial resources and may
not be decided in our favor . | f we are fourable, we may be subject to monetary damages anjamction prohibiting us from using
the technology. We may also be required to obteénkes under patents owned by third parties actulIgzenses may not be available to
us on commercially reasonable terms, if at all.

F uture litigation against us could be costly and time consuming to defend.

We are from time to time subject to legal procegdiand claims that arise in the ordinary courdausfness, such as claims brought
by our clients in connection with commercial diggjtemployment claims made by current or formerleyegs, and claims brought by
third parties alleging infringement o f their in&gdtual property rights. In addition, we may britlgims against third parties for
infringement o f our intellectual property rightstigation may result in substantial costs and rdaert our attention and resources, which
may adversely affect our business, results ofaijmmns and financial condition.

An unfavorable judgment against us in any legateealing or claim could require us to pay monetamalges. In addition, an
unfavorable judgment in which the counterpartyisaled equitable relief, such as an injunction)d¢bave an adverse impact on our
licensing and sublicensing activities, which coli&m our business, results of operations and finhoondition.

Because our businessis highly dependent on key executives and employees, our inability to recruit and retain these people could hinder
our business plans.

We are highly dependent on our executive officas @ertain key employees. Our executive officex$ kay employees are
employed at will by us. Any inability to engage nexecutive officers or key employees could impaerations or delay or curtail our
research, development and commercialization objestiTo continue our research and product developeftorts, we need people skilled
in areas such as clinical operations, regulatdairafand clinical diagnostics. Competition for tfied employees is intense.

If we lose the services of any executive officar&ey employees, our ability to achieve our busiragectives could be harmed,
which in turn could adversely affect our businefisgncial condition and results of operations .

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

The testing, manufacturing and marketing of medicagnostic tests entail an inherent risk of pradiability claims. Potential
product liability claims may exceed the amount uf msurance coverage or may be excluded from egecunder the terms of the policy.
We will need to increase our amount of insuranaerage in the future if we are successful at intoialy new diagnostic products , and
this will increase our costs. | f we are heldlé&for a claim or for damages exceeding the limitsur insurance coverage, we may be
required to make substantial payments. This mag havadverse effect on our business , financialition and results of operations .

Businessinterruptions could limit our ability to operate our business.

Our operations, as well as those of the collabosain which we depend, are vulnerable to damag#enruption from fire; natural
disasters, including earthquakes; computer virdsasian error; power shortages; telecommunicatiturés; international acts of terror;
and similar events. Although we have certain bussir@ntinuity plans in place, we have not estabtishhformal
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comprehensive disaster recovery plan, and our bpaperations and business interruption insurareennot be adequate to compensate
us for losses we may suffer. A significant busiriagsrruption could result in losses or damagearnmed by us and require us to cease or
curtail our operations.

Legidlative actions resulting in higher compliance costs may adversely affect our business, financial condition and results of
operations.

Compliance with laws, regulations and standardstirg) to corporate governance and public disclgsoctuding the Sarbanes-
Oxley Act of 2002, and new regulations adoptedheySEC, are resulting in increased compliance cd#ts like all other public
companies, are incurring expenses and divertingaraps’ time in an effort to comply with Section46f the Sarbanes-Oxley Act of
2002. The SEC and other regulators have contimuadapt new rules and regulations and make addlitiranges to existing regulations
that require our compliance. In July 2010, the D&daink Wall Street Reform and Consumer Protectiot) &r the Dodd-Frank Act, was
enacted. There are significant corporate governandesxecutive compensation related provisioneeértodd-Frank Act that require the
SEC to adopt additional rules and regulations @s¢hareas. Stockholder activism, the current palignvironment and the current high
level of government intervention and regulatonpraf may lead to substantial new regulations andalisire obligations. Compliance
with these evolving standards will result in ined general and administrative expenses and mag eadiversion of our time and
attention from revenue-generating activities to piamce activities.

Changesin healthcare policy could increase our costs and impact sales of and reimbursement for our tests.

In March 2010, President Barack Obama signed thierRdrotection and Affordable Care Act, as amenaethe Health Care and
Education Affordability Reconciliation Act (collggely, the “PPACA ") . Pursuant to the PPACA, bedng in 2013, each medical
device manufacturer has paid a sales tax in an anegual to 2.3 percent of the price for which soamufacturer sells its medical
devices. The PPACA also mandates a reduction impats for clinical laboratory services paid under Medicare Clinical Laboratory
Fee Schedule of 1.75% for the years 2011 throud5.Zbhis adjustment is in addition to a producyivatijustment to the Clinical
Laboratory Fee Schedule. In addition to the PPA& Aumber of states are also contemplating sigmificeform of their healthcare
policies. We cannot predict whether future healthdaitiatives will be implemented at the federaktate level, or the effect any future
legislation or regulation will have on us. The tsx@posed by PPACA have result ed in decreas#idto us, and lower
reimbursements by payers for our tests . Othangés to healthcare laws may adversely affectesinbss , financial condition and
results of operations .

W e are subject to environmental laws and potential exposure to environmental liabilities.

We are subject to various international, fedetatesand local environmental laws and regulatibas govern our operations,
including the handling and disposal of non-hazasdmd hazardous wastes, the recycling and treawhetgctrical and electronic
equipment, and emissions and discharges into tieoement. Failure to comply with such laws andulegjons could result in costs for
corrective action, penalties or the imposition tifer liabilities. We are also subject to laws aegulations that impose liability and clean-
up responsibility for releases of hazardous sulestaimto the environment. Under certain of theges land regulations, a current or
previous owner or operator of property may be &dbl the costs to remediate hazardous substangegroleum products on or from its
property, without regard to whether the owner agrapor knew of, or caused, the contamination, dsasencur liability to third parties
affected by such contamination. The presence dgilure to remediate properly, such substance&icaversely affect the value and the
ability to transfer or encumber such property. Blase currently available information, although thean be no assurance, we believe that
such costs and liabilities have not had and willlrave a material adverse impact on our consolidasults of operations.

Risks Related to Owning O ur Stock
The liquidity and trading volume of our common stock may be low and our ownership is concentrated.

The liquidity and trading volume of our common #tb@s at times been low in the past and may agalovb in the future. If the
liquidity and trading volume of our common stockdw, this could adversely impact the trading piaé®ur shares , our ability to issue
stock and our stock holders * ability to obtaquidity in their shares. The issuance of commaglsby us in May 2013 and subsequent
warrant exercise in December 2013 involved a sicaniit issuance of stock to a limited number of gtees, significantly increasing the
concentration of our share ownership in a few hslde

Our stock price has been, and may continue to bejghly volatile.

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

« failure to significantly increase revenue and vadsnof OVAL ;
« actual or anticipated period-to-period fluctuatiaméinancial results;
« failure to achieve, or changes in, financial esteady securities analysts;
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« announcements or introductions of new producteorises or technological innovations by us or campetitors;

« publicity regarding actual or potential discoverddiomarkers by others;

« comments or opinions by securities analysts otk$imlders;

« conditions or trends in the pharmaceutical, biatedbgy or life science industries

« announcements by us of significant acquisitionsdimestitures, strategic partnerships, joint veesuor capita
commitments

« developments regarding our patents or other imtieléé property or that of our competitors;

« litigation or threat of litigation;

« additions or departures of key personnel;

« limited daily trading volume;

« economic and other external factors, disastersises; and

« our announcement of additional fundraisir

In addition, the stock market in general and theketsfor diagnostic technology companies, in pattc, have experienced
significant price and volume fluctuations that hafen been unrelated or disproportionate to therating performance of those
companies. These broad market and industry faoteysadversely affect the market price of our camrstock, regardless of our
operating performance. In the past, following pasiof volatility in the market price of a compangecurities, securities class action
litigation has often been instituted. A securitidgss action suit against us could result in sulbistiecosts, potential liabilities and the
diversion of our attention and our resources.

Anti-takeover provisionsin our charter, bylaws, other agreements and under Delaware law could make a third party acquisition of the
Company difficult.

Our certificate of incorporation and bylaws contpiovisions that could make it more difficult fothard party to acquire us, even if
doing so might be deemed beneficial by our stoakdrsl In connection with our offering of commoncitand warrants on May 13, 2013,
we entered into a shareholders agreement whiclongmther things, includes agreements limitingatdility to enter into acquisition and
other transactions. These provisions could limétphice that investors might be willing to pay le future for shares of our common
stock. We are also subject to certain provisionBafiware law that could delay, deter or prevectiange in control of the Company.

We could face adver se consegquences as a result of the actions of activist stockholders.

Certain of our stockholders may, from time to tirattempt to aggressively involve themselves ingineernance and strategic
direction of our Company above and apart from noimaractions between stockholders and manager8eich activism, and any related
negative publicity, could result in substantialtsdbat negatively impact our stock price and iaseeits volatility. In addition, such
activism could cause a diversion of the attentibous management and Board of Directors and createeived uncertainties with existing
and potential strategic partners impacting ourityliib consummate potential transactions, collatiana or opportunities in furtherance of
our strategic plan. In addition, such activism domlake it more difficult to attract and retain dfietl personnel, customers and business
partners, which could disrupt the growth of the keafor OVAL, delay the development and commerzéion of new tests and further
adversely affect the trading price of our commamtlstand increase its volatility. In addition, thetigists may have little or no experience
in the diagnostics industry or may seek to eleahivers to our Board of Directors with little or nxperience in the diagnostics industry
who may have a specific agenda different and dpart the majority of our stockholders.

Because we do not intend to pay dividends, our stockholderswill benefit from an investment in our common stock only if it appreciates
in value.

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 rmaeato 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 priceldtiwour stockholders purchased their shares.

We may need to sell additional shares of our common stock or other securitiesin the future to meet our capital requirements which
could cause significant dilution.

As of December 31, 2013, we had 35,825,673 shdmsr@ommon stock outstanding and 1,420,441 shafresar common stock
reserved for future issuance to employees, dire@od consultants pursuant to our employee staaisplvhich excludes
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1, 447,968 shares of our common stock that wer@suto outstanding options. In addition, as of &aber 31, 2013, warrants to
purchase 497 ,000 shares of our commo n stock eegstanding . These warrants are exercisablesatldttion of the holders thereof at
an exercise price of $1. 67 per share.

The exercise of all or a portion of our outstanglioptions and warrants will dilute the ownershigerasts of our stockholders.
Furthermore, future sales of substantial amountiofommon stock in the public market, or the pption that such sales are likely to
occur, could affect prevailing trading prices of cammon stock and the value of the notes.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

Our principal facility is located in Austin, Texaghe following chart indicates the facilit y thaéwease, the location and size of
the facility and its designated use.

Approximate
Location Square Feet Primary Functions Lease Expiration Date
Austin, Texas 4, 80 0 sq. ft. Research and devedmt, clinical May 31, 2014

and regulatory, marketing, sales and
administrative office:

ITEM 3. LEGAL PROCEEDINGS

F rom time to time, we are involved in legal pratiegs and regulatory proceedings arising out ofaparations. We establish
reserves for specific liabilities in connectionlwiegal actions that we deem to be probable arnichaiste. W e are not currently a party to
any proceeding, the adverse outcome of which wbaleg a material adverse effect on our financiaitiposor results of operations.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

ITEMS. MARKET FOR REGISTRANT'S COMMON EQ UITY , RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock was traded on t he N ASDAQ Glahbatket under the symbol “VRML.” Effective Februat$, 2012, we
transferred our listing from t he NASDAQ Global Mat to t he NASDAQ Capital Market.

On March 17, 201 4, there were 74 registaders of record of our common stock. The clogirige of our common stock
on March 14, 201 4 was $ 2.75 .

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

2013 2012
High Low High Low
First Quartel $ 310 $ 197 % 3.02 $ 1.19
Second Quarter 3.24 2.11 2.79 1.62
Third Quartel 4.07 1.03 2.36 1.56
Fourth Quarte 1.48 1.13 1.88 1.13

Dividends

We have never paid or declared any dividend orcommmon stock and we do not anticipate paying castieshds on our
common stock in the foreseeable future. If we pagsh dividend on our common stock, we also magdqeired to pay the same dividend
on an as-converted basis on any outstanding waroartther securities. Moreover, any preferredikstwmther senior debt or equity
securities to be issued and any future creditifesimight contain restrictions on our abilitydeclare and pay dividends on our common
stock. We intend to retain all available funds angl future earnings to fund the development an@esipn of our business.

Unregistered Sales of Equity Securities
None.
Equity Compensation Plan Information

We currently maintain t wo equity-based compensapians that were approved by our stockholderse plans are the
Vermillion, Inc. 2000 Stock Plan (the “2000 Plarghd the Vermillion, Inc. Amended and Restat2d10 Stock Incentive Plan (the
“2010 Plan”).

2000 Plan.  The authority of our Board of Directors to grapw stock options and awards under the 2000tetamnated in
2010. The Board of Directors continues to admémitiie 2000 Plan with respect to the stock optibasremain outstanding under the
2000 Plan. At December 31, 201 3, optionsurchase 197,506 shares of our common stociinesa ou tstanding under the 2000
Plan.

2010 Plan. The 2010 Plan is administered by the Compens&@nmittee of our Board of Directors . Our emplagedirectors,
and consultants are eligible to receive awards #2010 Plan. The 2010 Plan permits the gramtfregvariety of awards, including
stock options, share appreciation rights, resttisteares, restricted share units, and unrestrittaces, deferred share units, performance
and cash-settled awards, and dividend equivalghtsi We are authorized to issue up to 3 , 6 2sd&res of common stock, par value
$0.001 per share under the 2010 Plan, subjecfistatent as provided in the 2010 Plan. At Decer8ieR201 3, options to purchase
1,250,462 shares of common stock remain ed outstoehder the 201 0 Plan.

Performance Graph
Pursuant to Instructions to Item 201(e)(6) of Ragah S-K, information is not required.

The number of shares of our common stock to bespon exercise of outstanding stock optionsysighted-average exercise
price of outstanding stock options and the numbshares available for future stock option gramis stock awards under equity
compensation plans as of December 31, 201 3 , agfellows:
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Number of

Securities
Remaining
Number of Available for
Securities to be Weighted- Future Issuance
Issued Upon Average Exercise  Under Equity
Exercise of Price of Compensation
Outstanding Outstanding Plans
Options, Options, (Excluding
Warrants and Warrants and Shares Reflecte
Plan Category Rights Rights in First Column)
Equity compensation plans approved by securitydrs 1,447,9680 $ 3.36@ 1,420,441®
Equity compensation plans not approved by sechatglers - - -
Total 1,447,96¢ 1,420,441

(1) Includes outstanding stock options for 197,50&res of our common stock under the 2000 Plarl @%),462 shares of our common
stock under the 2010 Plan.

(2) Includes the weighted average stock price fastanding stock options of $10.28 under the 2068 Bnd $2.26 for the 2010 Plan.

(3) Represents shares of our common stock for@ié Plan. No future awards shall occur under tfgZlan.

ITEM 6. SELECTED FINANCIAL DATA

Per Item 301(c) of Regulation S-K, information @& nequired.
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ITEM 7. MANAGEMENT'’S DISCUSSION AND ANALY SIS OF FINANCIAL CON DITION AND RESULTS OF
OPERATION S

You should read the following discussion and angliysconjunction with our Consolidated Financiadh&ments and related
Notes thereto, included on pages F-1 through Feflis Annual Report on Form 10-K, and “Risk Fastpwhich are discussed in Item
1A. The statements below contain forward-lookiagesnents within the meaning of the Private Seesrltitigation Reform Act. See
"Forward-Looking Statements" on page 1 of thisal Report on Form 10-K.

Overview

We are dedicated to the discovery, developmentamimercialization of novel high-value diagnostistéethat help physicians
diagnose, treat and improve outcomes for pati€hts tests are intended to help guide decisiongdegapatient treatment, which may
include decisions to refer patients to specialistperform additional testing, or to assist in sietection of therapy. A distinctive feature of
our approach is to combine multiple markers ingingle, reportable index score that has higherdiatic accuracy than its constituents.
We concentrate on our development of novel diagntests in the fields of gynecologic oncology ammen’s health, with an initial
focus on ovarian cancer. We also intend to addii@ssal questions related to early disease deirctreatment response, monitoring of
disease progression, prognosis and others thraligtborations with leading academic and researstiturtions.

Strategy:

We are focused on the execution of three coreegfi@business drivers in ovarian cancer diagnostitsiild long-term value for
our investors:

« Maximizing the existing OVAL opportunity in the Wed States“US") by changing our business relationship with Q
Diagnostics antaking the leadership role in expanding commeradibn, payer coverage and medical guidel

« Expanding our customer base to non-US markets gyatimg OVAL to a global testing platform

« Building an expanded patient base by seeking FDgr@al and launching a next generation muoitirker ovaria
cancer test to monitor patierat risk for ovarian canct

We believe that these business drivers will contgtsignificantly to addressing unmet medical ndedsvomen faced with
ovarian cancer and the continued development obosiness.

Our lead product, OVA1 , was cleared by the FDASeaptember 2009. OVAL addresses a clear clinied ,neamely the pre-
surgical identification of women who are at higékrdf having a malignant ovarian tumor. Numerouslists have documented the benefit
of referral of these women to gynecologic oncoltsgier their initial surgery. Prior to the clearamf OVA1 , no blood test had been
cleared by the FDA for physicians to use in thesqargical management of ovarian adnexal masses.1O¥ A qualitative serum test that
utilizes five well-established biomarkers and pretary FDA-cleared software to determine the likebd of malignancy in women over
age 18, with a pelvic mass for whom surgery is péah OVAL was developed through large pre-clingtatlies in collaboration with
numerous academic medical centers encompassin@ @6 clinical samples. OVA1 was fully validateda prospective multi-center
clinical trial encompassing 27 sites reflectiveta# diverse nature of the clinical centers at winicarian adnexal masses are evaluated. In
2012, we completed a second pivotal clinical stofd@VA1, called the “OVA500 study” and led by DroRert E. Bristow, Director of
Gynecologic Oncology Services with University ofli@ania Irvine Healthcare. The study evaluated QVdiagnostic performance in a
population of 494 evaluable patients who undengengery for an adnexal mass after enrollment bgragynecologic oncologist. In
February 2013, the OVA500 study was published éengiber-reviewed journ&ynecologic Oncologywhich enjoys the highest impact
factor rating of any journal worldwide focused gmgcologic oncology. Since many professional medicaieties stress the importance
of multiple independent clinical trials as so-cdlfevidence levels”, we also believe that OVA50@tibutes to a higher evidence level
relative to OVAL's utility in the medical managenmef adnexal masses.

In addition to these pivotal studies, three followstudies have been published bringing the numibiell research articles on
OVAL clinical performance to a total of five pe@viewed publications. Together, we believe these peovide strong clinical evidence
that OVAL improves the pre-surgical detection ofrdan cancer, regardless of stage or subtype tients undergoing surgery for a
suspicious ovarian mass.

In August 2013, we terminated a strategic alliaageement (as amended, the “Strategic Alliance égemnt”) with Quest
Diagnostics under which we were to develop and ceroialize up to three diagnostic tests from oudpmt pipeline (the “Strategic
Alliance”). Prior to termination, Quest Diagnosticad the exclusive right to commercialize OVA1ha clinical laboratory market until
September 2014, with an option to extend such ekaiperiod in its sole discretion for one addiéibyear. Quest Diagnostics
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has disputed the effectiveness of such terminafisrpart of the termination, we allowed Quest Diagjit s to continue to make OVA1l
available as long as (i) Quest Diagnostics conrtaenake the payments and provide the reporteteMion in connection with such
activities as would be required under the Stratédiance Agreement but for its termination and {fiermillion determines that

Vermillion and Quest Diagnostics are negotiatingaod faith towards alternative terms under wielest Diagnostics and Vermillion
can work together to make this important produetilable to healthcare providers and patients. Nwat the Strategic Alliance Agreement
has been terminated , we plan to make OVA1 availdisbugh channels in addition to Quest Diagnostics

OVAL was CE marked in September 2010, a requirefioemharketing the test in the European Union.

T he American Medical Association (AMA) Current Bedlural Terminology (CPT®) Panel has approve d Gaiegory | CPT
code for OVAL (# 81503) , which bec a me effectiaauary 1, 2013.

In June 2013, the Society for Gynecologic Oncol¢@GO") issued a new position statement on OVAlis®Eecond SGO
statement on OVAL since its FDA clearance in 2@@easents another significant step toward acceptah©VAL as the standard of care
for pre-surgically evaluating the risk of ovariaancer in women with adnexal masses. The statetitésd, “Multiplex Serum Testing for
Women with Pelvic Mass”, reads:

“Blood levels of five proteins in women with a knowvarian mass have been reported to change wlaiancancer is present.
Tests measuring these proteins may be useful mifgimg women who should be referred to a gynegm@ncologist. Recent
data have suggested that such tests, along witsigitay clinical assessment, may improve detectitesrof malignancies among
women with pelvic masses planning surgery. [1]Jf2kults from such tests should not be interpretédgendently, nor be used
in place of a physician’s clinical assessment. Rigyss are strongly encouraged to reference therisare Congress of
Obstetricians and Gynecologists’ 2011 Committeen{@pi “The Role of the Obstetrician-Gynecologisthe Early Detection of
Epithelial Ovarian Cancer” to determine an apprtpercare plan for their patients. It is importantbte that no such test has
been evaluated for use as, nor cleared by, the &#D& screening tool for ovarian cancer. SGO doeformally endorse or
promote any specific products or brands.”

The new statement does two things:

« Lists as references the publications of OVA1's pisotal clinical studies, comprised of the origifféDA validatior
study published in June 2011 and the OVA500 "inéehdlse” study published in 2013. Together, thierefan extensiv
peerreviewed proof source for physicians and payerasgess OVAL's clinical performance and comparatiedica
benefits versus today's standard of ¢

« Places OVAL use in the context of current ACOG ficxacguidelines, where CA125 has been userlabel for man
years to predict malignancy before surgery, althowih inferior performance

In June 2013 our collaborators from Johns HopBimsnarker Discovery and Translation Center preskntga from “proof of
concept” work to identify markers with high clinlcgpecificity that may complement OVAL. These resulere presented in a poster at the
annual meeting of the American Society for CliniGalcology (ASCO) by Dr. Zhen Zhang and co-work&ltee study identified a set of 5
biomarkers (CA125, prealbumin, IGFBP2, IL6, and S#iich optimally reduced false positives amongmgéted set of OVAl-positive
benign patients. This panel was subsequently téstad0/50 cross-validation strategy against apsiawgn of OVA500 patients (N=384), to
evaluate specificity and other diagnostic paransei&t a fixed sensitivity of 90%, the median spiedij of models using the new panel in
testing was 80.6%. The mean and median absolutmumments over that of OVA1 were 18.6% and 20.38pectively. The new panel
demonstrated the possibility to improve specifiafyer that of the existing OVA1 algorithm, while imi@ining a high sensitivity in pre-
surgical assessment of malignancy. The work wilbiemitted for publication in 2014.

We in the process of identifying intended use(s) establishing a regulatory or commercial pathveayafpotential next-
generation OVA product utilizing this or anothemnganel. Any actual product development will likdiffer significantly depending on
a number of technical and commercial factors.

In December 2013, the CMS made its final deterrmonaand authorized Medicare contractors to seeprfor MAAA test CPT
codes when they determine it is payable. CMS addidated that an algorithm has unique value byifgag that the gap-fill process and
not cross-walk should be used by contractors tepWlAAA tests. We expect OVAL1 to be priced using gap-fill method. We will be
engaged in that process in 2014 for pricing effecfianuary 1, 2015. This decision also sets a geatdor recognizing the value of
biomarker developed tests and recognizing teste®ralue they bring to clinical decision-makingldrealthcare efficiencies.

Critical Accounting Policies and Estimates

Our significant accounting policies are describe8lote 1, Basis for Presentation and Summary afifiégnt Accounting and
Reporting Policies, of the Notes to the Consoliddmancial Statements included in this Annual Repo Form 10-K. The Consolidated
Financial Statements are prepared in conformiti wénerally accepted accounting principles in thédd States of
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America . Preparation of the financial statemeetgiires us to make judgments, estimates, and asismsthat affect the amounts of
assets and liabilities in the financial statemamid revenues and expenses during the reportingdsefand related disclosures). We
believe the policies discussed below are the Cogipamitical accounting policies, as they inclutie imore significant, subjective, and
complex judgments and estimates made when prepauingonsolidated financial statements

Revenue Recognition

Product Revenue. We derive our product revenues from sales of OM#&bugh Quest Diagnostics. We recognize product
revenues for tests performed when the followingnexe recognition criteria are met: (1) persuasiweesmce that an arrangement exists;
(2) delivery has occurred or services have beetereal; (3) the fee is fixed or determinable; afjcc@llectability is reasonably assured.

License Revenue. Under the terms of the secured line of credit \@trest Diagnostics, portions of the borrowed priakip
amounts may be forgiven upon our achievement aficemilestones relating to the development, regwaapproval and
commercialization of certain diagnostic tests. &eount for forgiveness of principal debt balareeticense revenues over the term of
the exclusive sales period that Quest Diagnosgicsive d upon commercialization of an approvedribatic test as we do not have a
sufficient history of product sales that providegasonable basis for estimating future produessaVe recognize license revenue on a
straight-line basis over the original remainingipeof Quest Diagnostics’ sales exclusivity endim@eptember 2015 as Quest Diagnostic
s has disputed the termination of exclusivity ing@st 2013.

Research and Development Costs

Research and development costs are expensed azdcResearch and development costs consist filgroépayroll and
related costs, materials and supplies used ingheldpment of new products, and fees paid to thérdies that conduct certain research
and development activities on behalf of the Comp&mgaddition, acquisitions of assets to be conslimeesearch and development , with
no alternative future use, are expensed as incasedsearch and development costs. Software genelt costs incurred in the research
and development of new products are expensed ag@dcuntil technological feasibility is establishe

Patent Costs
Costs incurred in filing, prosecutimgd maintaining patents (principally legal fea®) expensed as incurred and recorded within
selling, general and administrative expenses ordhsolidated statements of operations and compsélreloss .

Stock-Based Compensation

We record the fair value of non-cash stock-baseapemsation costs for stock options and stock psechights related to our
Amended and Restated 2010 Stock Incentive PlarZ0) Plan”). We estimate t he fair value of stogitions using a Black-Scholes
option valuation model. This model requires theuingf subjective assumptions including expectedispwice volatility, expected life and
estimated forfeitures of each award. We use thégsit-line method to amortize t he fair value other vesting period of the award. These
assumptions consist of estimates of future manetitions, which are inherently uncertain, and ¢figne are subject to management's
judgment.

The expected life of options is based on histonizdh of our actual experience with the optiondaee granted and represents
the period of time that the options granted areeetetl to be outstanding. This data includes ensglglyexpected exercise and post-
vesting employment termination behaviors. The etqubstock price volatility is estimated using abination of historical and peer
group volatility for a blended volatility in derivg the expected volatility assumption. We madassessment that blended volatility is
more representative of future stock price trends flast using historical or peer group volatilishich corresponds to the expected life of
the options. The expected dividend yield is basethe estimated annual dividends that we expgeayoover the expected life of the
options as a percentage of the market value ofommon stock as of the grant date. The risk-fnéerést rate for the expected life of the
options granted is based on the United States linggeld curve in effect as of the grant date.

Contingencies

We account for contingencies in accordance with 4SQ Contingencies ("ASC 450"). ASC 450 required tn estimated loss
from a loss contingency shall be accrued when imé&tion available prior to issuance of the finanstaktements indicates that it is
probable that an asset has been impaired or ditlidims been incurred at the date of the finamsialements and when the amount of the
loss can be reasonably estimated. Accounting fotimgencies such as legal and contract disputeensattquires us to use our judgment.
We believe that our accruals for these matteradeguate. Nevertheless, the actual loss from atogigency might differ from our
estimates.

Income Taxes

We account for income taxes using the liability noet. Under this method, deferred tax assets abdities are determined
based on the difference between the financialrsité and the tax bases of assets and liabilitieg tise current tax laws and rates.
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A valuation allowance is established when necegsanyduce deferred tax assets to the amounts likehg than not expected to be
realized.

Accounting Standard Codification Topic 740-10-58%C Topic 740-10-50"), “Accounting for Uncertainity Income Taxes”
clarifies the accounting for uncertainty in incotages recognized in the financial statements io@ance with ASC Topic 740, Income
Taxes. ASC Topic 740-10-50 provides that a tax fieflem an uncertain tax position may be recogdingéhen it is more likely than not
that the position will be sustained upon examimatincluding resolutions of any related appeallitigation processes, based on the
technical merits. This interpretation also provideglance on measurement, derecognition, classificanterest and penalties,
accounting in interim periods, and disclosure.

We recognize interest and penalties related tocogrezed tax benefits within the interest expemseénd other expense line,
respectively, in the consolidated statement of aieans. Accrued interest and penalties are inclwdéun the related liability lines in the
consolidated balance sheet.

Recently Adopted Accounting Pronouncements

In February 2013, the Financial Accounting Standd@dard (“FASB”) issued Accounting Standards Upda&U”) number
2013-02, Other Comprehensive Income (Topic 220pdRéng of Amounts Reclassified Out of Accumula@ther Comprehensive
Income to improve the reporting of reclassificatia@ut of accumulated other comprehensive incomé&l 2&L3-02 requires reporting the
effect of significant reclassifications out of anmulated other comprehensive income on the resgelitig items in net income. The
adoption of this ASU on January 1, 2013 did notetfthe accompanying consolidated financial statésnéut could require additional
disclosure, if applicable, in future periods.

In July 2013, the FASB issued ASU number 2013-iépime Taxes (Topic 740): Presentation of an Unneized Tax Benefit
When a Net Operating Loss Carryforward, a Similax Toss, or a Tax Credit Carryforward Exists — asamsus of the FASB Emerging
Issues Task Force. ASU 2013-11 generally requivith,some exceptions, an entity to present its cogaized tax benefits as it relates to
its net operating loss carryforwards, similar tagsles, or tax credit carryforwards, as a redudfateferred tax assets when settlement in
this regard is available under the tax law of thpliaable taxing jurisdiction as of the balanceethreporting date. It is effective
prospectively for fiscal years, and interim periedthin those years, beginning after December 0332 Retrospective application is
permitted. We do not anticipate a material impacbor financial position, results of operationcash flows as a result of this change.
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Results of Operations — Year Ended December 31, 2@las compared to Year Ended December 31, 201 2
The selected summary financial and operating dateomillion for the years ended December 31, 2Gin8 201 2 were as follows:

Year Ended December 31 Increase (Decrease
(dollars in thousand: 2013 2012 Amount %
Revenue:

Product $ 2,112 ¢ 1,640 $ 472 29

License 454 454 - -
Total revenue 2,566 2,094 472 23

Cost of revenue:

Product 170 131 39 30
Total cost of revenu 170 131 39 30
Gross profil 2,396 1,963 433 22

Operating expenses:

Research and developm:e 2,595 2,216 379 17

Sales and marketir 4,480 4,653 73, (4)

General and administrati 4,184 4,508 (324, (7)
Total operating expens 11,259 11,377 (118; 1)
Loss from operation (8,863 (9,414 551 (6)

Interest incomt 23 28 (5) (18)
Interest expense - (206 206 -
Gain on sale of instrument business - 1,830 (2,830 -
Gain on litigation settlement, n - 710 (710 -
Reorganization item - 88 (88) -
Other income (expense), net 21 (182 203 (112
Loss before income taxes (8,819 (7,146 (1,673 23
Income tax benefit (expens - - - -
Net loss $ (8,819 $ (7,146 $ (1,673 23

Product Revenue . Product revenue was $ 2,112 ,000 for the yearceBdeember 31, 201 3 compared to $ 1, 640 ,00théor
same period in 201 2 . We recognized product revénmuthe year ended December 31, 201 3 for theeafaDVAL through Quest
Diagnostics. Quest Diagnostics performed approxiygdt7,004 OVAL tests during the year ended Dece®be201 3 compared to
approximately 16,460 tests for t he same peridDih2 . Product revenue increased $ 472 ,000 9%, or the year ended December 31,
201 3 com pared to the same period in 201 2 duélfoa 14% increase in realized revenue per (g8 22% increase in the number of
tests resolved and reported by Quest Diagnostidg3ra 3% increase in volume of tests perform@est volumes for territories covered
by a Vermillion Territory Development Manager inased by greater than 15% for the year ended Deaee3ih@013 compared to 2012.
This increase was mostly offset by decreases iitages without Vermillion representation.

We recognized $ 1,262 ,000 of deferred revenu®in®upon receipt of an annual royalty report filQmest Diagnostics
compared to $816,000 for 2012 . The 201 3 anmyallty report of $ 1,262 ,000 was based upon74%0OVAL tests reported by Quest
Diagnostics as resolved in 201 3, or an average7d per test resolved. The resolved volume iresuzbth reimbursed and unreimbursed
tests for which the payment status was considénedilfy Quest Diagnostics as of December 31, 20Te&ts that do not yet have a final
resolution for 201 3 will be included in a futunenaial royalty report. By comparison, the 201 2nuwai royalty report of $ 816 ,000 was
based upon 1 3,70 9 OVAL tests reported by Quiegiridstics as resolved in 201 2, or an avera§es0 per test resolved. The royalty
report revenue is incremental to the fixed $50tpsr recognized for each OVA1 performed duringytsar.
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Research and Development Expenses. Research and development expenses representrmsted to develop our technology
and carry out clinical studies, and include perebmelated expenses, regulatory costs, reagentsugmlies used in research and
development laboratory work, infrastructure expsnsentract services and other outside costs. drRasand development expenses also
include costs related to activities performed urabstracts with our collaborators and strategit¢ras. Rese arch and development
expenses in creased by $3 79 ,000, or 17 %, foyeheended December 31, 201 3 com pared to the pariod in 201 2. This in crease
was due primarily to a n increase in payments td dHipport our platform migration and next-generaticagnostic test programs totaling
$2 61,000 as well as expanded personnel and ctmitieosts to support those programs. We anticithatieresearch and development
expenses will increase significantly in future pes due to expected costs of our development pregra

Sales and Marketing Expenses. Our sales and marketing expenses consist prin@riersonnel-related expenses, education
and promotional expenses , and infrastructure esggen These expenses include the costs of edgigditysicians, laboratory personnel
and other healthcare professionals regarding O\®ales and marketing expenses also include the @bsponsoring continuing medical
education, medical meeting participation and dissation of scientific and health economic publioa8. Our personnel-related expenses
include the cost of our Territory Development Magiag the subject matter experts responsible fok@ehaevelopment. Sales and
marketing expenses decreased by $ 173,000, orffdr¥he year ended December 31, 201 3 com pardeteame period in 201 2 due to
lower marketing activity and headcount . Howeves,anticipate that sales and marketing expendesariease significantly in future
periods due to an increase in our field sales rmatc

General and Administrative Expenses. General and administrative expenses consist ptinadrpersonnel-related expenses,
professional fees and other costs, including Idgence and accounting expenses, and oth er tnidsre expenses . General and
administrative expenses decreased by $ 324 ,000%arfor the year ended December 31, 201 3 coedgarthe same period in 201 2 .
The decrease was due to decreases in severanstak@ompensation , which were partially oftsgthe cost of holding two annual
meetings in 2013. Also, 2012 included a one-titm&rge for CEO severance of approximately $400,000.

Interest Expense. | nterest expense decreased by $ 206 ,000éoydar ended December 31, 201 3 com pared t@athe s
period in 201 2 as we paid off $5,894,000 of stentr debt to Quest Diagnostics upon maturity inoDet 2012 . There was no interest
expense for the year ended December 31, 2013.

Gain on sale of instrument business. Gain on sale of instrument business was $1,830@0Be year ended December 31, 2012.
This gain was derived from the return in 2012 afds held in escrow from our 2006 sale of the ims&mt business to Bio-Rad. There was
no gain on sale of instrument business in 2013.

Gain on litigation settlement, net. | n February 2012, we entered into a SettlerAgméement with Oppenheimer related
to losses on our short and long-term investmengséarious years. Under the terms of the SettlerAgntement, the total settlement was
$1,000,000 ($ 710,000 net after legal fees antsta#f of which was paid in 2012. The gain orgktion settlement represents recognition
of the net proceeds received.

Liquidity and Capital Resources

On May 13, 2013, we completed a private placemergyant to which existing and new investors puretias,000,000 shares of
our common stock at a price of $1.46 per sharealdissued warrants to purchase shares of our comsiock at a price of $0.125 per
warrant share in the private placement. The praceéthe private placement were $13,242,500 (ratq®ds of approximately
$11,751,000 after deducting offering expenses).Wakants were exercisable for 12,500,000 milsbares of common stock at $1.46
per share. On December 19, 2013, warrants to psectiz 086,000 million shares were exercised wanteceived additional net
proceeds of approximately $17 ,647,000 million.

We have incurred significant net losses and negatash flows from operations since inception. At&@nber 31, 2013, we had
an accumulated deficit of $332,264,000 and stoddrs! equity of $26,766,000. On December 31, 2@&3ad $29,504,000 of cash and
cash equivalents and $3,558,000 of current ligslitWe believe that our current working capitadiion will be sufficient to meet our
wor king capital needs for at least the next 12 tm&nWe expect cash f rom OVAL sales to be ow prdterial, recurring source of cash

in 2014.
Our future liquidity and capital requirements vdépend upon many factors, including, among others:

« resources devoted to establish sales, marketingliatrébution capabilities

« the rate of product adoption by physicians andepédi

« ourplansto acquire or invest in other products, technolsgied businesse

« the market price of our common stock; and

« the insurance payer community's acceptance of@ntbursement for OVAL .
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Cash and cash equivalents as of December 31, 28dl Becember 31, 20 1 2 were $ 29,504 ,000 a@dQ¥ ,000,
respectively. At December 31, 201 3 and 201 2rking capital was $ 26,691 ,000 and $ 5,295 ,0@8pectively .

Net cash used in operating activities was $ 8,220 for the year ended December 31, 201 3, raguttimarily from $
8,819,000 net loss incurred as adjusted for neh-tieaense revenues of $454,000, partially offye$ 1876 ,000 of stock-based
compensation expense. Net cash used in operatiivgias also included $ 10 1,000 of cash used fabranges in operating assets and
liabilities .

Net cash used in operating activities was $10,3@Bfor the year ended December 31, 2012, resuygtimgarily from $7,146,000
net loss incurred as adjusted for completion of2D@6 gain on sale of instrument business to Bid-&1,830,000 and non-cash license
revenues of $454,000, partially offset by $1,296,00stock-based compensation expense. Net cashrusperating activities also
included $2,472,000 of cash used from changesénatipg assets and liabilities mainly driven by $26292,000 decrease of accounts
payable and accrued liabilities.

Net cash used in investing activities was $321f00@he year ended December 31, 2013 due to thehpse of property and equipment
including our IVD instrument purchase to suppoe hatform migration program . Net cash provibgdnvesting activities for the year
ended December 31, 2012 was $1,816,000 due prmarihe receipt of escrow funds upon completiothef2006 sale of instrument
business to Bio-Rad.

Net cash provided by financing activities was $3@,000 for the year ended December 31, 2013 drexé&ipt of $29,398,000 of
net proceeds from sale of common stock and exeofigarrants as well as $644,000 proceeds fronexieecise of stock options. Net cash
used in financing activities was $5,888,000 forybhar ended December 31, 2012, which resulted pitinfeom our $5,894,000
repayment of short-term debt with Quest DiagnostidSctober 2012.

Off-Balance Sheet Arrangements

As of December 31, 201 3, we had no off-balaiEet arrangements that are reasonably likelywe aaurrent or future
material effect on our consolidated financial cdiodi, results of operations, liquidity, capital exglitures or capital resources.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCL OSURES ABOUT MARKET RISK

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

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEM ENTARY DATA

Our consolidated financial statements, includingsodidated balanc e sheets as of December 3132ntl 20 1 2 , consolidated
statements of operations and comprehensive loghtoyears ended December 31, 201 3 and 20 drisplidated statements of changes
in stockholders’ equity for the years ended Demem31, 201 3 and 20 1 2, consolidated statesvdrdash flows for t he years ended
December 31, 201 3 and 20 1 2 and notes to ouptidated financial statements, together with gorethereon of our independent
registered public accounting firm , dated March 281 4 , are attached hereto as pages F- 1 thieug® .

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None

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

We maintain disclosure controls and proceduresatetiesigned to ensure that information requivdzetdisclosed in the reports
we file or submit under the Exchange Act, is reedrgprocessed, summarized and reported withirirtteegeriods specified inthe S EC ’s
rules and regulations , and that such informatosiccumulated and communicated to our managemehtding our Chief Executive
Officer and Principal Financial Officer, as appliage, to allow timely decisions regarding requifiaéncial disclosure.

An evaluation was performed under the supervisi@hwith the participation of our management, inglgcour Chief Executive
Officer and Chief Accounting Officer, of the effeaness of the design and operation of our discéosantrols and procedures, as defined
in Rule 13a-15( e ) and Rule 15d-15( e ) undei&kehange Act, as of Dec ember 31, 201 3.
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Based on that evaluation, our Chief Executive @ffiand Chief Accounting Officer have concluded #mabf December 3 1, 201
3 our disclosure controls and procedures, aseiéfin Rule 13a-15(e) and Rule 15(d)-15(e) utideExchange Act, were effective.

Management Report o n Internal Control over Financial Reporting

We are responsible for establishing and maintaiaohgguate internal control over our financial répgr We have assessed the
effectiveness of internal control over financighoeting as of December 31, 201 3 . Our assessmanbased on criteria set forth by the
Committee of Sponsoring Organizations of the Tremd@ommission, or COSO, in Internal Control-InteégdaFramework (1992) .

Our internal control over financial reporting iprpcess designed to provide reasonable assuragereliry the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting
principles in the United States of America (“GAAR'Qur internal control over financial reportingindes those policies and procedures
that:

0] pertain to the maintenance of records that, inarasle detail, accurately and fairly reflect oansactions and dispositic
of our assets
(i) provide reasonable assurance that transactios recorded as necessary to permit prepardtforaacial statements in

accordance with GAAP, and that our receipts an@editures are being made only in accordance withoaizations of
our management and board of directors;
(iii) provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, ,usedisposition of ot
assets that could have a material effect on tlanéimal statement
Because of its inherent limitations, internal cohtver financial reporting may not prevent or détaisstatements. Also,
projections of any evaluation of effectivenessutuife periods are subject to the risk that contmdy become inadequate because of
changes in conditions, or that the degree of canpé with the policies or procedures may detegorat

Based on using the COSO criteria, management cdedlaur internal control over financial reportirggad December 31, 201 3 was
effective.

This Annual Report on Form 10-K does not includeatiestation report of our independent registerddip accounting firm
regarding internal control over financial reportinglanagement’s assessment of the effectivenessrahternal control over financial
reporting as of December 31, 201 3, was notestiltp attestation by our independent registerddipaccounting firm pursuant to rules
of the SEC that permit a smaller reporting compangrovide only management’s report in the Compsyinual Report on Form 10-K.

Changesin internal control over financial reporting.

There was no change in our internal control ovearfcial reporting that occurred during the quagteted December 31, 201 3 that
has materially affected, or is reasonably likelyrtaterially affect, our internal control over fir@al reporting.

ITEM 9B. OTHER INFORMATION

None.
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PART Il

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information regarding our directors, committeEeur Board of Directors, our director nominatjmmocess, and our executive
officers appearing under the heading " Informafagarding the Boar d of Directors, Committees aarp@rate Governance," "
Management " and "Section 16(a) Beneficial Own@r&eporting Compliance," of our proxy statemeating to our 20 1 4 Annual
Meeting of Stockholders to be held in 20 1 4e(t20 1 4 Proxy Statement”) is incorporatedéfgrence.

Our code of ethics is applicable to all employémduding both our Chief Executive Officer and Rial Financial Officer. This
code of ethics is publicly available on our websitéttp://www. vermillion .com.

ITEM 11. EXECUTIVE COMPENSATION

The information appearing under the headings "B&@uhpensation,” "Compensation Discussion and Aialys Executive Officer
Compensation," "Corporate Governance — Compens@ionmittee Interlocks and Insider Participationt dReport of the
Compensation Committee" of the 20 1 4 Proxy $tatd is incorporated by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information appearing under the heading “Séc@wnership of Certain Beneficial Owners and Maragnt” of the 20 1 4 Proxy
Statement is incorporated by reference.

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

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

The information appearing under the heading “CerfRelationships and Related Transactions” anddrinétion Regarding the Board of
Directors, Committees and Corporate Governancfi®0 1 4 Proxy Statement is incorporated hgregfce.

ITEM 14. PRINCIPAL ACCOUNT ANT FEES AND SERVICES

The information appearing under the heading “ Ratifon of the Selection of the Independent Regstéublic Account ing
Firm for Vermillion ” of the 20 1 4 Proxy Statemtas incorporated by reference.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(@) LIST OF DOCUMENTS FILED AS PART OF THIS REPORT:

1. Financial Statement
The financial statements and notes thereto, antefi@t of the independent registered public actingriirm the reon,

are set forth on pages F- 1 through F- 19 .
2. Exhibits

The exhibits listed in the accompanying index thibits are filed or incorporated by reference a$ pithis A nnual R
eport on Form 10-K .
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Report of Independent Registered Public Accountindrirm

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

We have audited the accompanying consolidated balaheets of Vermillion, Inc. (“Company”) as of Beter 31, 2013 and 2012 and
the related consolidated statements of operatindsamprehensive loss, changes in stockholderstye@und cash flows for the years then
ended. These financial statements are the redplitysof the Company’s management. Our respotigibis to express an opinion on
these financial statements based on our audits .

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighalo(United States). Those
standards require that we plan and perform thet dadbbtain reasonable assurance about whethefirthwecial statements are free of
material misstatement. The Company is not requdthve, nor were we engaged to perform, an afii# jmternal control over financial
reporting. Our audit included consideration okemial control over financial reporting as a basisdesigning audit procedures that are
appropriate in the circumstances, but not for theopse of expressing an opinion on the effectivereéghe Company’s internal control
over financial reporting. Accordingly, we expregssuch opinion. An audit also includes examinmga test basis, evidence supporting
the amounts and disclosures in the financial statgésn assessing the accounting principles usedsamificant estimates made by
management, as well as evaluating the overall filsdustatement presentation. We believe that odita provide a reasonable basis for
our opinion.

In our opinion, the consolidated financial stateteereferred to above present fairly, in all mater@spects, the financial position of
Vermillion, Inc. at December 31, 2013 and 2012, tedresults of its operations and its cash floovdlie years then endedh conformity
with accounting principles generally accepted i thnited States of America.

/sl BDO USA, LLP

Austin, Texas
March 28 , 201 4



Vermillion, Inc.
Consolidated Balance Sheets
(Amounts in Thousands, Except Share and Par Vaineuhts)

December 31

Assets
Current asset:

Cash and cash equivale! $
Accounts receivable
Prepaid expenses and other current assets

Total current asse
Property and equipment, r

Total assets $

Liabilities and Stockholders’ Equity
Current liabilities:

Accounts payable $
Accrued liabilities

Shor-term deb!

Deferred revenue

Total current liabilities
Non-current liabilities:
Long-term deferred revent

Total liabilities

Commitments and contingencies (Note 6)
Stockholder equity:

Preferred stock, $0.001 par value, 5,000,000 staargmrized, none issued and outstanding at
December 31, 2013 and 2012

Common stock, $0.001 par value, 150,000,000 steautt®rized; 35,825,673 and 15,200,!
shares issued and outstanding at December 31,82113012, respectively

Additional paid-in capital
Accumulated deficit

Total stockholdel equity

Total liabilities and stockholde’ equity $

2013 2012

29,504 $ 8,007
373 137

372 348
30,249 8,492
391 142
30,640 $ 8,634
541 $ 525
1,283 1,074
1,106 1,106
628 492
3,558 3,197
316 770
3,874 3,967
36 15
358,994 328,097
(332,264 (323,445
26,766 4,667
30,640 $ 8,634

See accompanying Notes to Consolidated Financid®ents
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Vermillion, Inc.

Consolidated Statements of Operations and Comprehsive Loss

(Amounts in Thousands, Except Share and Per ShamAts)

Revenue
Product
License
Total revenue
Cost of revenue
Product
Total cost of revenue

Gross profil
Operating expenses:
Research and developméht
Sales and marketir®
General and administrati®
Total operating expenses
Loss from operations
Interest incom
Interest expens
Gain on sale of instrument business
Gain on litigation settlement, net
Reorganization item
Other income (expense), net
Loss before income taxes
Income tax benefit (expense)
Net loss

Net loss per shar- basic and dilute

Weighted average common shares used to computedrabdiluted net loss per common

share

Net loss

Foreign currency translation adjustm
Comprehensive loss

Non-cash stoc-based compensation expense included in operatipenses

(1) Research and development
(2) Sales and marketing
(3) General and administrati'

See accompanying Notes to Consolidated Financaa¢®ents
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Year Ended December 31

2013 2012
2,112 $ 1,640
454 454
2,566 2,094
170 131
170 131
2,396 1,963
2,595 2,216
4,480 4,653
4,184 4,508
11,259 11,377
(8,863 (9,414
23 28

. (206

- 1,830

. 710

- 88

21 (182
(8,819 (7,146
(8,819 $ (7,146
(042 $ (0.48
20,926,33¢ 15,010,86¢
(8,819 $ (7,146
= 153
(8,819 $ (6,993
76 $ 127
163 203
637 965



Vermillion, Inc.
Consolidated Statements of Changes in Stockholderg&quity
(Amounts in Thousands, Except Share Amounts)

Balance at December 31, 201
Net loss
Foreign currency translation adjustment
Common stock issued in conjunction with exercisstotk
options
Common stock issued for restricted stock aw:

Warrants issued for services
Stock compensation charge

Balance at December 31, 201
Net loss

Common stock and warrants issued in conjunction piithate
placement sale, net of issuance costs

Warrant exercises

Common stock issued in conjunction with exercisstotk
options

Common stock issued for restricted stock awards

Warrants issued for services
Stock compensation charge

Balance at December 31, 201

Common Stock

Accumulated

Additional Other Total
Paid-In  Accumulated Comprehensive Stockholders’

Shares  Amount Capital Deficit Loss Equity
14,900,831% 15% 326,796%  (316,299% (153'% 10,359
- - - (7,146 - (7,146
- - - - 153 153
8,333 - 6 - - 6
290,915 - 715 - - 715
- - 14 - - 14
- - 566 - - 566
15,200,07¢ 15 328,097 (323,445 - 4,667
- - - (8,819 - (8,819
8,000,00( 8 11,743 - - 11,751
12,086,641 12 17,635 - - 17,647
371,348 1 643 - - 644
167,605 - 361 - - 361
- - 34 - - 34
- - 481 - - 481
35,825,673 $ 36$% 358,994% (332,264% -$ 26,766

See accompanying Notes to Consolidated Financid®ents
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Vermillion , Inc.
Consolidated Statements of Cash Flows
(Amounts in Thousands)

Year Ended December 31
2013 2012

Cash flows from operating activities:
Net loss $ (8,819 $ (7,146
Adjustments to reconcile net loss to net cash usegerating activities:

Income taxes

See accompanying Notes to Consolidated Financid®ents
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Foreign currency loss on liquidation - 153
Non-cash license revenue (454 (454
Loss on sale and disposal of property and equip - 2
Depreciation and amortization 72 86
Stock-based compensation expense 842 1,281
Warrants issued for servic 34 14
Gain from sale of instrument business to-Rad - (1,830
Changes in operating assets and liabilities:
Increase in accounts receivable (236 (38)
Increase in prepaid expenses and other currertsi (24) (31)
Decrease in other ass - 2
Increase (decrease) in accounts payable and ad@béities 225 (2,292
Increase (decrease) in deferred revenue 136 (61)
Decrease in other liabilitie - (52)
Reorganization item - (32)
Net cash used in operating activities (8,224 (10,398
Cash flows from investing activities:
Proceeds from the sale of instrument businessdeRBid - 1,830
Purchase of property and equipm (321, (14)
Net cash provided by (used in) investing activi (321 1,816
Cash flows from financing activities:
Principal repayment of shiterm deb! - (5,894
Proceeds from sale of common stock and warrant®frigsuance costs 11,751 -
Proceeds from exercise of common stock warr 17,647 -
Proceeds from issuance of common stock from exeofistock option 644 6
Net cash provided by (used in) financing actiei 30,042 (5,888
Net increase (decrease) in cash and cash equis 21,497 (14,470
Cash and cash equivalents, beginning of 8,007 22,477
Cash and cash equivalents, end of year 29,504% 8,007
Supplemental disclosure of cash flow information
Cash paid during the period for:
Interest - 227



Vermillion, Inc.
Notes to Consolidated Financial Statements

NOTE 1: Basis of Presentation and Summary of Sigridant Accounting and Reporting Policies
Organization

Vermillion, Inc. (“Vermillion”; Vermillion and itswholly-owned subsidiaries are collectively refertedas the “Company”) is
incorporated in the state of Delaware, and is eadag the business of developing and commercigjiziiagnostic tests in the fields of
gynecologic oncology and women’s health. In Ma&fHi0, the Company commercially launched OVA1™ @rariumor triage test
(“OVA1"). The Company distribute s OVA1 through Gai®iagnostics Incorporated (“Quest Diagnosticsthjch had the non-exclusive
right to commercialize OVALl on a worldwide basisithwexclusive commercialization rights in the otiai reference lab oratory
marketplace in each exclusive territory throu@eptember 2014 , with the right to extend thewesteity period for one additional year.
These exclusive territories include the United &tatndia, Mexico, and the United Kingdom. The Campterminated the agreement
and exclusivity with Quest Diagnostics on August 2813 but the effectiveness of such terminatioa heen disputed by Quest
Diagnostics as discussed in Note 3 .

Liquidity

On May 13, 2013, the Company completed a privategvhent pursuant to which existing and new invegtarchased 8,000,000
shares of Vermillion common stock at a price of461 per share. The Company also issued warraptsrthase shares of common stock
at a price of $0.125 per warrant share in thegpei placement. The proceeds of the private plasemere $13,242,500 (net proceeds of
approximately $11,751,000 after deducting offegmngenses). The warrants were exercisable for 12080&Ghares of Vermillion common
stock at $1.46 per share. On December 19, 2013amtarto purchase 12,087,000 shares were exemigkthe Company received
additional net proceeds of approximately $17,64F,00

There can be no assurance that the Company wikaelor sustain profitability or positive cash flékem operations. However,
management believe s that the current working abpdsition will be sufficient to meet the Compamyorking capital needs for at least
the next 12 months . Management expec ts cash VAL sales to be t he Company’s on ly mater@durring source of cash in 2014.

Basis of Consolidation

The consolidated financial statements include to@ants of the Company and its wholly - owned dlibsgies. All intercompany
transactions have been eliminated in consolidation.

Use of Estimates

The preparation of consolidated financial statesénticcordance with generally accepted accoumtimgiples in the U.S. (*
GAAP ") requires management to make estimates asdhaptions that affect the amounts reported icémsolidated financial statements
and accompanying notes. The primary es timatesriyidg our consolidated financial statemen tstidel assumptions regarding
variables used in calculating the fair value of eguity awards, income taxes and contingent ligdxli Actual results could differ from
those estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash andyHighld investments with maturities of three mantir less from the date of
purchase, which are readily convertible into kn@mmounts of cash and are so near to their matindtythey present an insignificant risk
of changes in value because of interest rate clsarigghly liquid investments that are consideraghcequivalents include money market
funds, certificates of deposits, treasury bills aothmercial paper. The carrying value of cashwajents approximates fair value due to
the short-term maturity of these securities.

Fair Value Measurement

Accounting Standards Codification Topic 828ir Value and MeasurementASC 820") , defines fair value as the exchange
price that would be received for an asset or pattansfer a liability (an exit price) in the pripal or most advantageous market for the
asset or liability in an orderly transaction betweearket participants on the measurement date. 828Galso establishes a fair value
hierarchy which requires an entity to maximize tlse of observable inputs and minimize the use observable inputs when measuring
fair value. The standard describes three leveismits that may be used to measure fair value:

Level 1 - Quoted prices in active markets for idmaitassets or liabilities.

Level 2 - Observable inputs other than Level 1gwisuch as quoted prices for similar assets dfified, quoted prices in markets
that are not active, or other inputs that are olzd®e or can be corroborated by observable maitetfor substantially the full
term of the assets or liabilities.
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Level 3 - Unobservable inputs that are supportelittbyy or no market activity and that are signéitt to the fair value of the
assets or liabilities.

If a financial instrument uses inputs that faltlifferent levels of the hierarchy, the instrumeiit e categorized based upon the
lowest level of input that is significant to therfaalue calcula tion.

C oncentration of Credit Risk

Financial instruments that potentially subjectausa toncentration of credit risk consist of casth eash equivalents and a ccounts
receivable. The Company maintains cash and cashadgnts in recognized financial institutions retUnited States. The Company ha s
not experienced any losses associated with depdsitssh and cash equivalents .  The Company dotdavest in derivative instruments
or engage in hedging activities.

A ccounts receivable are derived from sales made twustomer locate d in North America. The Comypgaerforms o ngoing
credit evaluations of its customer ’ s financi ahdition and generally does not require collatefidle Company maintains an allowance
for doubtful accounts based upon the expectedatalidity of accounts receivable. A ccounts reabie at December 31, 201 3 and 2012
and revenues for the year s then ended are from @rstomer.

Property and Equipment

Property and equipment are carried at cost lesgradated depreciation and amortization. Propertyequipment are
depreciated when placed into service using thégbtiréine method over the estimated useful livenayally three to five years. Leasehold
improvements are amortized using the straight#ire¢hod over the shorter of the estimated usefuldffthe asset or the remaining term of
the lease. Maintenance and repairs are charggektations as incurred. Upon sale or retiremenssé®s, the cost and related accumulated
depreciation are removed from the balance sheetheni@sulting gain or loss is reflected in operadi

Property and equipment are reviewed for impairmérgn events or changes in circumstances indicatedirying amount of an
asset may not be recoverable. If property andpegemt are considered to be impaired, an impairiesstis recognized.

Revenue Recognition

Product Revenue : The Company derives product revenues from sal&@V@1 through Quest Diagnostics. Product revenues
are recognized for tests performed when the folgwevenue recognition criteria are met: (1) pesmgaevidence that an arrangement
exists; (2) delivery has occurred or services Hmen rendered; (3) the fee is fixed or determinabid (4) collectability is reasonably
assured.

License Revenue : Under the terms of the secured line of credit \@tiest Diagnostics, portions of the borrowed priatip
amounts may be forgiven upon achievement of centdliestones relating to the development, regulasmproval and commercialization
of certain diagnostic tests (see Note 3). The oy account s for forgiveness of principal dedlances as license revenues over the
term of the exclusive sales period that Quest hafios receive d upon commercialization of an appdadiagnostic test as the Company
does not have a sufficient history of product s#tes provide s a reasonable basis for estimatingé product sales. L icense revenue is
recognized on a straight-line basis over theimaigemaining period of Quest Diagnostics ' sagslusivity ending in September 2015 as
Quest Diagnostic s has disputed the terminatiaxolusivity in August 2013.

Research and Development Costs

Research and development costs are expensed azdcResearch and development costs consist fiigroépayroll and
related costs, materials and supplies used inghieldpment of new products , and fees paid td harties that conduct certain research
and development activities on our behalf. In additiacquisitions of assets to be consumed in relseenrd development are expensed as
incurred as research and development costs. Sefideelopment costs incurred in the research anelafgment of new products are
expensed as incurred until technological feasybifitestablished.

Patent Costs

Costs incurred in filing, prosecuting and maintagnpatents (principally legal fees) are expensdd@sred and recorded within
selling, general and administrative expenses oCtresolidated Statements of Operations and Comps@helLoss . Such costs
aggregated approximately $475,000 and $312,00théoyears ended December 31, 2013 and 2012, reggct

Stock-Based Compensation

The Company records the fair value of non-castksbased compensation costs for stock optionsstowk purchase rights
related to the Vermillion, Inc. Amended and Rest®2010 Stock Incentive Plan (the “2010 Plan”)e Tompany estimates t he fair value
of stock options using a Black-Scholes option viéddueamodel which requires the input of subjectigsemptions including expected stock
price volatility, expected life and estimated fatdees of each award. These assumptions consgsdtiohates of future market conditions,
which are inherently uncertain, and therefore atgext to management's judgment.

The expected life of options is based on histonizdh of actual experience with the options graatatirepresents the period of
time that the options granted are expected to betanding. This data includes employees’ expeetedcise and post-vesting
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employment termination behaviors. The expecteckspoice volatility is estimated using a combinatmf historical and peer group
volatility for a blended volatility in deriving thexpected volatility assumption. The Company nme@udassessment that blended volatility
is more representative of future stock price trehds just using historical or peer group volatjlivhich corresponds to the expected life
of the options. The expected dividend yield isdoiasn the estimated annual dividends that is exgebtd be p aid over the expected life of
the options as a percentage of the market valoearoéommon stock as of the grant date. The risk-Interest rate for the expected life of
the options granted is based on the United Statsstry yield curve in effect as of the grant datke Company uses the straight-line
method to amortize t he fair value over the vestiagod of the award.

The Company also records the fair value of non-ststk-based compensation costs for equity instntsrissued to non-
employees. The cost for these options are recadrligach reporting period using a Black-Schole®pptaluation model. A change in
assumptions used in the calculations, includingigka in the fair value of common stock, can raauignificant changes in the amounts
recorded from one reporting period to another.

Contingencies

The Company accounts for contingencies in accomaiith ASC 450Contingencie§"'ASC 450") which requires that an
estimated loss from a loss contingency be accrdezhyi) information available prior to issuancetwd financial statements indicates that
it is probable that an asset has been impairediabitity has been incurred at the date of thafficial statements and (ii) when the amount
of the loss can be reasonably estimated. Accouffdingontingencies such as legal and contract tismatters requires the use of
management’s judgment. Managements believe s thatals for these matters are adequate. Neverthélesactual loss from a loss
contingency might differ from management’s estirnate

Income Taxes

The Company accounts for income taxes using théitiamethod. Under this method, deferred taxetsand liabilities are
determined based on the difference between thadiabstatement and the tax bases of assets dnilitiga using the current tax laws and
rates. A valuation allowance is established whegessary to reduce deferred tax assets to the asnoore likely than not expected to be
realized.

ASC Topic 740Accounting for Uncertainty in Income Tax@arifies the accounting for uncertainty in incotages recognized
in the financial statements and provides that d&nefit from an uncertain tax position may be geiped when it is more likely than not
that the position will be sustained upon examimatincluding resolutions of any related appeallitigation processes, based on the
technical merits. This interpretation also provigeglance on measurement, derecognition, classificanterest and penalties,
accounting in interim periods, and disclosure.

The Company recognizes interest and penaltiesketatunrecognized tax benefits within the inteeagtense line and other
expense line, respectively, in the C onsolidatéat@nent s of O perations. Accrued interest andlties are included within the related
liability lines in the C onsolidated B alance Stee

Foreign Currency Translation

Ciphergen Biosystems KK, the Company’s Japanessdialy, was liquidated during 2012 and, conseduygtiite accumulated
other comprehensive loss totaling $153,000 wasgraézed in the Consolidated Statement of Operafion2012 and included in Other
Expense in the Consolidated Statements of Opegatind Comprehensive Loss .

Net Loss Per Share

Basic net loss per share is computed by dividiegtt loss by the weighted average number of constamk shares outstanding
during the period. Diluted loss per share is camg iy dividing the net loss by the weighted avenagmber of common stock shares
adjusted for the dilutive effect of common stockiigglent shares outstanding during the period. @omstock equivalents consist of
stock options, restricted stock units and stockards. Common equivalent shares are excluded tihensomputation in periods in which
they have an anti-dilutive effect on earnings pers.

Fair Value of Financial I nstruments

Financial instruments include cash and cash el accounts receivable , accounts payableyedtdabilities and short-term
debt. The estimated fair value of financial instents has been determined using available marketnation or other appropriate
valuation methodologies. However, considerablgioent is required in interpreting market data teetlep estimates of fair value;
therefore, the estimates are not necessarily itidecaf the amounts that could be realized or wdagdpaid in a current market
exchange. The effect of using different marketagstions and/or estimation methodologies may berizto the estimated fair value
amounts. The carrying amounts of cash and caskiagots, accounts receivable, accounts payatderuad liabilities and short-term
debt are at cost, which approximates fair valuetdube short maturity of those instruments.

Segment Reporting

The Company operate s one reportable segment .



NOTE 2 : Recent Accounting Pronouncements

In February 2013, the Financial Accounting Stang@dard (“FASB”) issued Accounting Standards Upda&U”) number
2013-02, Other Comprehensive Income (Topic 220pdRéng of Amounts Reclassified Out of Accumula@ither Comprehensive
Income to improve the reporting of reclassificai@ut of accumulated other comprehensive incomél 2&L3-02 requires reporting the
effect of significant reclassifications out of anmuated other comprehensive income on the resgelitig items in net income. The
adoption of this ASU on January 1, 2103 did notetfthe accompanying consolidated financial statésn®ut could require additional
disclosure, if applicable, in future periods.

In July 2013, the FASB issued ASU number 2013-fid¢oine Taxes (Topic 740): Presentation of an Unmized Tax Benefit
When a Net Operating Loss Carryforward, a Similax Toss, or a Tax Credit Carryforward Exists — asansus of the FASB Emerging
Issues Task Force. ASU 2013-11 generally requivith,some exceptions, an entity to present its eogaized tax benefits as it relates to
its net operating loss carryforwards, similar tasskes, or tax credit carryforwards, as a reducfateferred tax assets when settlement in
this regard is available under the tax law of thpliaable taxing jurisdiction as of the balanceethreporting date. It is effective
prospectively for fiscal years, and interim periedthin those years, beginning after December 0332 Retrospective application is
permitted. The Company does not anticipate a natienpact on our financial position, results of ggi@ns or cash flows as a result of
this change.

NOTE 3 : Strategic Alliance And Secured Line Of Crelit with Quest Diagnostics Incorporated

Quest Diagnostics is a holder of the Company’s comstock. | n  July 2005, the Company entered anBtrategic Alliance
Agreement (as amended, the “Strategic Alliance Agrent”) with Quest Diagnostics to develop and conciabze up to three diagnostic
tests from our product pipeline. In connectionhwifte Strategic Alliance Agreement, the Compangreatinto a credit agreement with
Quest Diagnostics, pursuant to which Quest Diagemprovided the Company with a $10,000,000 seclimedf credit to be used to pay
for certain costs and expenses related to actvitieler the Strategic Alliance agreement. Thisdineredit was collateralized by certain of
our intellectual property assets. Pursuant to treg&ic Alliance Agreement, Quest Diagnosticsatel two diagnostic tests to be
commercialized, a peripheral arterial disease distinitest (differentiated from our existing pragjaand OVAL. The credit agreement
provided for the forgiveness of portions of the amis borrowed under the secured line of credit uperachievement of certain
milestones related to the development, regulatppr@val and commercialization of certain diagnostits. If not otherwise forgiven, the
$10,000,000 principal amount outstanding undergb@ired line of credit became due and payableatob®r 7, 2012. Through
December 31, 201 3, a total of $3,000,000 has heknowledged as forgiven by Quest Diagnosticedapon milestone achievement.

The Company believes that in September 2009 wreetlttited States Food and Drug Administration ((RBA”) cleared our
application for a licensed laboratory test of OWWale commercialized, the Company achieved a roiestinder the credit agreement,
resulting in a $1,000,000 reduction of the outsiaggrincipal amount borrowed under the credit egrent. However, Quest Diagnostics
has disputed whether this milestone has been aghiev

In September 2009, the Company achieved anothestoile under the credit agreement, resulting 8,@0$,000 further
reduction in the principal amount borrowed under¢redit agreement. Although the Company beligkiat] following this reduction, the
principal balance under the line of credit was 86,000 , the Company made monthly payments to (Riaghostics on the secured line
of credit based on a principal balance of $7,00D,0@sulting in a curtailment of the principaldate of $106,000 . However, Quest
Diagnostics has disputed that such additional gralcurtailment was made.

On October 12, 2012, the Company paid Quest Digpscspproximately $5,894,000 of principal whicle 8ompany believes
represented payment in full of all then outstangirigcipal under the secured line of credit. Howetee Company continues to show the
amount of the liability as $1,106,000 as of Decen#ie 2013 and 2012 because Quest Diagnosticsisfasted that the $1,000,000
milestone was met and the $106,000 principal dot&it was made. There was no interest expensescgetured line of credit for the
year ended December 31, 2013 and $206,000 of sttexpense for the year ended December 31, 2012.

Unrelated to the debt dispute described above, an 28, 2013, the Company sent Quest Diagnosticdieenof default under the
Strategic Alliance Agreement relating to a numtfatsomaterial violations, breaches and failurepeésform under the Strategic Alliance
Agreement. The Strategic Alliance Agreement sttitasif a party fails to cure material defaultshint 90 days of the date of the notice of
default, the other party has the right to termirtageStrategic Alliance Agreement. Quest Diagsdtias disputed the effectiveness of our
notice of default. On August 23, 2013, the Compsent Quest Diagnostics a notice of terminationwitbstanding the termination, the
Company agreed that Quest Diagnostics can continmake OVAL available to healthcare providerstendame financial terms
following the termination while negotiating in goéaith towards an alternative business structurier o the termination, Quest
Diagnostics had the non-exclusive right to comnatize OVAL on a worldwide basis, with exclusive goercialization rights in the
clinical reference laboratory marketplace in thetéth States, India, Mexico, and the United Kingdibmough September 2014, with the
right to extend the exclusivity period for one augtial year. Quest Diagnostics has disputed thecg¥feness of the Company’s notice of
termination.
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Accounts receivable from Quest Diagnostics tot&i873,000 and $137,000 at December 31, 2013 @12l Xespectively.
Note 4: Property and Equipment
T he components of property and equipment as oééer 31, 2013 and 2012 were as follo: ws

December 31

(in thousands 2013 2012
Machinery and equipment $ 501 $ 193
Demonstration equipment 33 33
Computer equipment and software 116 114
Furniture and fixture 75 65
Gross property and equipment 725 405
Accumulated depreciation and amortization (334 (263
Property and equipment, net $ 391 $ 142

Depreciation expense for property and equipment$¥2s000 and $86,000 for the years ended Decenh&@033 and 2012,
respectively.

NOTE 5 : Accrued Liabilities

The components of accrued liabilities as of DecamBé, 2013 and 20 12 were as follows:

December 31

(in thousands 2013 2012
Payroll and benefits related expenses $ 548 $ 464
Collaboration and research agreements expenses 187 133
Professional services 262 236
Tax-related liabilities 42 17
Other accrued liabilitie 244 224
Total accrued liabilities $ 1,283 $ 1,074
NOTE 6: Commitments and Contingencies

Operating Leases

The Company lease s facilities to support its kessrof discovering, developing and commercializiiagynostic tests in the fields
of gynecologic oncology and women'’s health. On JLr2010, Vermillion entered into a noncancelalgerating lease for a new principal
facility located in Austin, Texas. The lease in@adn annual base rent of $ 75 ,000 and annualagsti common area charges, taxes and
insurance of $37,000 and expires May 31, 2014.

Rental expense under operating leases for the yealed December 31, 2013 and 2012 totaled $96;808110,000,
respectively.

Noncancelable Collaboration Obligations and Other Commitments

Vermillion ha s a research collaboration agreemséitit The Johns Hopkins University School of Med&ifiJHU”) directed at
the discovery and validation of biomarkers in hursabjects, including but not limited to clinicalpjeation of biomarkers in the
understanding, diagnosis and management of hunsaasle through March 2016. In October 2013, Véamiamended the research and
collaboration agreement with the J HU and agreqehy approximately $1,600,000 through June 208&dsistance with (1) the
migration of the existing OVAL test to a new platfoand (2) the development, submission and lauhehnext-generation ovarian cancer
diagnostic. Collaboration expenses under the JHldlmration were $658,000 and $251,000 for theyeaded December 31, 2013 and
2012, respectively. Collaboration expenses urttedHU collaboration are included in research anatibpment
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expenses. In addition, under the terms of the detknesearch collaboration agreement, Vermilliadgiired to pay the greater of 4%
royalties on net sales of diagnostic tests usiegagsigned patents or annual minimum royaltieS@f300.

Gain on Litigation Settlement

I n February 2012, the Company entered into dene¢int a greement with Oppenheimer & Co., Inc. @§@rheimer”) related
to losses on short and long-term investments ivipus years. Under the terms of the s ettlememeargent, the total settlement was
$1,000,000 ($710,000 net after legal fees and k@dtof which was paid in 2012. The gain on Eipn settlement represents recognition
of the net proceeds received.

Contingent Liabilities
Molecular Analytical Systems, Inc. Litigation

On July 9, 2007, Molecular Analytical Systems (“MAS8led a lawsuit in the Superior Court of Califoa for the County of
Santa Clara (“Superior Court”) naming VermilliondaBio-Rad Laboratories, Inc. (“Bio-Rad”) as defentia(the “State Court lawsuit”). In
connection with the State Court lawsuit, MAS all@gieat the Company breached the license agreemtmbAS by transferring certain
Surface-Enhanced Laser Desorption/lonization (“ BEL technology to Bio-Rad without obtaining MASt®nsent. MAS listed the value
of its claim as in excess of $5,000,000. Thereafter Superior Court ordered that the dispute bitrated before the Judicial Arbitration
and Mediation Service (“JAMS”). MAS filed its denthfor arbitration in 2010 and the arbitration hegroccurred in 2011.
On February 23, 2012, an interim arbitration awaed issued by the a rbitrator. In the interim a#bion award, the a rbitrator denied
MAS'’s claim for breach of the license agreementiab as several other of MAS's claims. The a rbatrdound that MAS was entitled to
an accounting concerning our 2% royalty obligat@MAS either through February 21, 2013 or untiincliative royalty payments reach
$10 million, whichever comes first, and ordered guch royalties should be based on total GAAPmaes less revenues attributable to
certain excluded entities, not just SELDI-relatedemues. Subsequently, the parties agreed tovee§pbny and all remaining royalty
obligations owed to MAS from the Company and (iiyand all claims for fees and costs that the Cowpad against MAS in return for
Vermillion making a one-time payment to MAS of $33). The Company submitted to JAMS a mutual stimreconsistent with that
agreement and the Arbitrator entered a final atiiin award incorporating that stipulation on Mdy 2012. At the Company’s request,
the Superior Court (i) confirmed the final arbitost award and (ii) entered the final arbitrationaagvas the final judgment in this case on
July 26, 2012.

Bio-Rad Laboratories, Inc. Matters

On November 13, 2006, the Company completed timstfument Business Sale ” to Bio-Rad. The InstrurBeisiness Sale
included the SELDI technology, ProteinChip arrayd accompanying software. Pursuant to the terntiseofales agreement, the total
sales price was $20,000,000 , of which $16,000yé89paid by Bio-Rad at the closing of the transactin November 13, 2006. A total of
$4,000,000 was held back from the sales proceeatiigent upon the Company’s meeting certain ohiigat of which $2,000,000 was
subsequently paid and $307,000 was paid to sefttain employee termination indemnifications ircéis2007. From the amounts held
back and interest thereon, $1,830,000 was beirgih@scrow as of December 31, 2011 to serve asigefor the Company to fulfill
certain obligations.

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 gufirom JAMS and settled the MAS claim. At the Comga request, the Superior Court
(i) confirmed the final arbitration award and @itered the final arbitration award as the findgjment in this case on July 26, 2012. Thus,
the Company believe s that the possibility of aratarial loss from the indemnification of the MASvisuit is remote.

In connection with the Instrument Business Sale Gbmpany also entered into a manufacture andysagpéement with Bio-Rad
on November 13, 2006, whereby the Company agrepdrithase ProteinChip Systems and ProteinChip Arirayn Bio-Rad. In October
2009, Bio-Rad filed a proof of claim in the bankimypcase based on certain contract claims andeallbgeach of the manufacture and
supply agreement for approximately $1,000,000.

In April 2012, the Company resolved the four cottticdlaims made by Bio-Rad arising from the Instrat@usiness Sale. In
exchange for a final settlement of these non-cgetin claims, Bio-Rad received $700,000 from theas@ccount established by the
Company for the sale transaction, and the Compasyreturned approximately $1,080,000 from the @saccount. The final $50,000
was returned to the Company in September 2012 fafaresolution of the MAS lawsuit. The Compamyersed $375,000 of general and
administrative expense accrued in previous perilodg the year ended December 31, 2012 repregetfinaccrued estimated liability in
excess of the $700,000 settlement amount. The Qoymeaognized the resulting gain on sale of inseninbusiness of $1,830,000 from
the release of the escrow account during the yedecdDecember 31, 2012.

In addition, from time to time, the Company is itwaxd in legal proceedings and regulatory proceedarising from operations.
The Company establish es reserves for specifiditiab in connection with legal actions that maeagent deem s to be probable and
estimable. Other than as disclosed above, the @oynig not currently a party to any proceeding,atieerse outcome of which would
have a material adverse effect on the Company&hiiral position or results of operations.
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NOTE 7 : Common Stock
20 13 Private Placement Sale

On May 13, 2013, the Company completed a privategvhent pursuant to which existing and new invegtarchased 8,000,000
shares of Vermillion common stock at a price o#$lper share. In the private placement, Vermiliso issued warrants to purchase
shares of common stock at a price of $0.125 peranaishare. The proceeds of the private placemerd $13,242,500 (net proceeds of
approximately $11,751,000 after deducting offegmngenses). The warrants were exercisable for 12180&Ghares of common stock at
$1.46 per share and expire on May 13, 2016. Onmbee 19, 2013, certain holders of the exercisedamss to purchase 12,087,000
common shares for net proceeds of $17,647,000 .

The purchase of common stock and warrants qualfifiedquity treatment under GAAP. The respectivieies of the warrants
and common stock were calculated using their kaddtir values and classified under common stockaatditional paid in capital. The
value ascribed to the warrants is $9,300,000 anthéocommon stock is $3,943,000 .

In connection with the private placement, Vermillientered into a stockholders agreement with thehgisers named in that
agreement. Pursuant to and subject to the terteaftockholders agreement, certain of the investmeived rights to participate in any
future equity offerings on the same price and tesimether investors. In addition, the stockholdgre@ement prohibits the Company from
taking material actions without the consent ofatst one of the two primary investors. These ri@tections include:

? Making any acquisition with value greater than $iftiom;

? Entering into, or amending the terms of agreemetitts Quest Diagnostics, provided that such inves' consent sha
not be unreasonably withheld, conditioned or deldfpiowing good faith consultation with the Compa

? Submitting any resolution at a meeting of stad#lars or in any other manner changing or authogiz change in the
size of the Board of Director

? Offering, selling or issuing any securities serio Vermillion’s common stock or any securitiéattare convertible into
or exchangeable or exercisable for securities rgn&enior to Vermillio’s common stock

? Amending Vermilliors certificate of incorporation or -laws in any manner that affects the rights, proge or
economics of Vermillio’s common stock or the warrants described ak

? Taking any action that would result in a changedntrol of Vermillion or an insolvency evel

? Paying or declaring dividends on any securitiethe Company or distributing any assets of then@any other than in
the ordinary course of business or repurchasingoatstanding securities of the Company

? Adopting or amending any shareholder rights

In addition, the two primary investors each receitree right to designate a person to serve on \lkonis Board of
Directors. These rights terminate for each stodkdmolvhen that stockholder ceases to beneficially mss than 50% of the shares and
warrants (taking into account shares issued upercese of the warrants), in the aggregate, thae warchased at the closing of the
private placement.

Warrants
Warrants outstanding as of December 31, 2013 ari®2@ere as follows:
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Exercise Price

Number of Shares Outstanding under Warrant

Issuance Date Expiration Date per Share December 31, 201 December 31, 201.
November 1, 201 October 31, 201 $ 3.2 - 21,000
May 1, 2012 April 30, 2014 $ 3.1¢ 21,000 21,000
November 1, 201 October 31, 201 $ 1.9 21,000 21,000
May 1, 201< April 30, 2015 $ 1.8¢ 21,000 -
May 13, 201¢ May 13, 201¢ $ 1.4¢ 413,359 -
November 1, 201 October 31, 201 $ 3.8¢ 21,000 -
497,359 63,000

Vermillion periodically issues common stock warsaftt a vendor in exchange for services. The wasnegst pro-rata on a
monthly basis over a six month period and expire years after issuance. The value of the warrantietermined by the Black-Sholes
model was not significant and is classified as tyqui

NOTE 8 :

The reconciliation of the numerators and denomisatd basic and diluted loss per share for thesyeaded December 31, 2013
and 2012 was as fol lows :

Loss Per Share

Loss Shares Per Share
(In thousands, except per share d (Numerator) (Denominator) Amount
Year ended December 31, 2012:
Net loss - basic $ (7,146 15,010,868 $ (0.48
Dilutive effect of common stock shares issuablenugxercise of stock option ) )
exercise of warrants, and unvested restricted stoekds
Net loss - diluted $ (7,146 15,010,868 $ (0.48
Year ended December 31, 20
Net loss - basic $ (8,819 20,926,336 $ 0.42,
Dilutive effect of common stock shares issuablenugxercise of stock option ) )
exercise of warrants, and unvested restricted stoekds
Net loss - diluted $ (8,819 20,926,33¢ $ (0.42

Due to net losses for the years ended December203B and 2012, diluted loss per share is cakedlasing the weighted
average number of common shares outstanding amadescthe effects of potential common stock shtrasare antidilutive.

The potential shares of common stock that have brelnded from the diluted loss per share calautatibove for the years
ended December 31, 2013 and 2012 were as follows:

Year Ended December 31

2013 2012
Stock options 1,447,96¢ 1,092,37¢
Stock warrant: 497,35¢ 63,000
Restricted stock unit 1,667 8,334
Potential common shares 1,946,99¢ 1,163,70¢

NOTE 9 :
2000 Stock Plan

Employee Benefit Plans
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Under the Amended and Restated 2000 Stock PlariZ@®® Plan”), options may be granted at priceslower than 85% and
100% of the fair market value of the common stamknon-statutory and statutory stock options, retipely. Options generally vest
monthly over a period of four years and unexercigatiibns generally expire ten years from the dagrant. The authority of
Vermillion’s Board of Directors to grant new stogftions and awards under the 2000 Plan terminat2810. Options to purchase
125,000 and 8,333 shares of common stock wereisgdrduring the years ended December 31, 201 2@h@ , respectively. As of
December 31, 201 3, options to purchase 197, ,58@&sltof common stock remained outstanding unde2@fé Plan. No additional
shares of common stock were reserved for futur@opfrants under the 2000 Plan.

2010 Stock I ncentive Plan

I n February 2010, Vermillion’s Board of Directapproved the Amended and Restated Vermillion,260d0 Stock Incentive
Plan (the “2010 Plan”). The 2010 Plan is admineddsy the Compensation Committee of the Board oéddrs. Em ployees, directors,
and consultants of the company are eligible toivecawards under the 2010 Plan. The 2010 Plan peth@ granting of a variety of
awards, including stock options, share appreciatgints, restricted shares, restricted share umitgstricted shares, deferred share units,
performance and cash-settled awards, and dividgnidaent rights. The 2010 Plan provide d for isseaof up to 1,322,983 shares of
common stock, par value $0.001 per share undet@he Plan, subject to adjustment as provided ir2@1#® Plan. On December 12, 2013,
the Company'’s stockholders approved an increa2360,000 in the number of shares available faraisse under the 2010 Plan for a
total of 3,6 22,983 shares. Unexercised optionegdly expire ten years from the date of grant.i@ys to purchase 246,348 shares of
common stock were exercised during the year endeember 31, 2013. There were no 2010 Plan optierceses for the year ended
December 31, 2012 .

During the year ended December 31, 2011, the Coynpaarded 177,000 shares of restricted stock fl@2010 Plan having a
fair value of $724,000 to Vermillion’s executivefioérs. All such restricted stock vests ratablyaoquarterly basis over a three year
period beginning on the vesting commencement inckl2011. The Company distributed 6,667 and 78,41Bese shares of common
stock to Vermillion's executive officers during thiears ended December 31, 201 3 and 201 2, résggct

During the year ended December 31, 2013, the Coyniganed 160,938 shares of restricted stock fran201.0 Plan having a
fair value of $3 34,000 to the Board of Directasspayment for services rendered in 2013. Duriag/far ended December 31, 2012, the
Company issued 212,500 shares of restricted stook the 2010 Plan having a fair value of $414,@00ermillion’s Board of Directors
as payment for services rendered in 2012.

Subsequent to December 31, 2013, the Company asv&E®000 shares of restricted stock form the Zaf@ having a fair
value of approximately $ 470,000 to Vermillion’s&d of Directors as payment for services in 20IHe restricted stock vest 50% on
June 1, 2014 and 25% each on September 1, 201@emaiber 1, 2014. Additionally, the Company grdrit81,500 stock options with
an exercise price of $2.88 per share to Vermilsdbhairman of the Board of Directors. The stockons vest over a four year period
with 25% of the stock options vesting on Decemi#r2D14 and the balance in 36 equal monthly imstzdts thereafter. The Company
also granted approximately 422,000 stock optiorik am exercise price of $ 3.09 per share to cedammillion officers and
employees. The stock options vest in 48 equal hipmistallments.
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The activity related to shares available for grarder the 2000 Plan and 2010 Plan for the yearsceBécember 31, 201 3 and
201 2 w as as follows:

2010 Stock
2000 Stock Plar Option Plan Total
Shares available at December 31, 2 - 628,675 628,675
Options cancele 251,058 136,59E 387,653
Reduction in shares reserved (251,058 - (251,058
Options granted - (558,300 (558,300
Restricted stock units cancel - 28,001 28,001
Restricted stock units grant - (212,500 (212,500
Shares available at December 31, 2012 - 22,471 22,471
Additional shares reserved - 2,300,00c 2,300,00c
Options cancele 14,150 68,908 83,058
Reduction in shares reserv (14,150 - (14,150
Options granted - (810,000 (810,000
Restricted stock units granted - (160,938 (160,938
Shares available at December 31, 2 - 1,420,441 1,420,441

The stock option activity under the 2000 Plan a@#@i(®Plan for the years ended December 31, 201 2@1 2 was as follows:

Weighted Weighted Average
Average Aggregate Remaining
Number of Shares Exercise Price Intrinsic Value Contractual Term

Options outstanding at December 31, 2 930,060 $ 1297 $ 16 5.90
Granteo 558,300 1.54
Exercisec (8,333 0.75
Cancelec (387,653 21.57
Options outstanding at December 31, 2 1,092,374 $ 417 $ 20 6.23
Granteo 810,000 2.05
Exercisec (371,348 1.63
Cancelec (83,058 8.66
Options outstanding at December 31, 2 1,447,96¢ $ 3.36 $ 780 7.94
Shares exercisable
December 31, 201 614,439 $ 5.09 $ 297 6.23
Shares expected to ves
December 31, 201 683,494 $ 2.08 $ 483 9.21

The range of exercise prices for options outstandimd exercisable at December 31, 201 3 islss:
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Weighted

Stock-based Compensation
Empl oyee Stock-based Compensation Expense

Weighted Average Average Remaining Options Weighted Average
Exercise Price Options Outstanding Exercise Price Life in Years Exercisable Exercise Price

$ 0.01 - $ 1.22 415,00C $ 1.21 9.08 87,499 $ 1.15

1.23 - 1.62 250,012 % 1.62 8.22 190,902 $ 1.62

1.63 - 2.70 371,20¢ 2.05 8.14 138,172 2.00

2.71 - 9.92 301,94¢ 4.23 8.13 89,280 6.19

9.93 = 29.60 109,798 17.44 1.83 108,586 17.41

¢ 001 -$  29.60 T 1447968 $ 3.36 794 ~  61443¢ $ 5.09
Total Intrinsic Value of Option

(in thousands Exercisec Total Fair Value of Vested Optiol

Year ended December 31, 2(C $ 291 $ 550

Year ended December 31, 2(C $ 7 $ 525

The assumptions used to calculate the fair valu@tbns granted under the 2010 Plan that wereiocated in the Black-
Scholes pricing model for the years ended DecemBgr201 3 and 201 2 were as follows:

Dividend yield
Volatility

Risk-free interest rat
Expected lives (year:

Weighted average fair valt

Year Ended December 31
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- % - %
79% 78%
1.91% 1.32%
6.0 6.0
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The allocation of stock-based compensation expeysenctional area for the years ended Decembiy 2@1 3 and 201 2 was as
follows:

Year Ended December 31

(in thousands 2013 2012 2012

Research and developme $ 74 $ 112

Sales and marketir 163 203

General and administrati\ 602 942
Total $ 839 $ 1,257

The Company has a 100% valuation allowance recaxdaihst our deferred tax assets and as a resdi#©f718 had no effect
on income tax expense in the Consolidated Stateafgdperations or the Consolidated Statement ohGéews. As of December 31,
2013, total unrecognized compensation cost relatednvested stock option awards was approxim&el233,000 and the related
weighted average period over which it is expectelset recognized was 2.14 years.

401(K)Plan

The Company’s 401(k) Plan allows eligible employwedefer up to an annual limit of the lesser af090 of eligible
compensation or a maximum contribution amount satligethe Internal Revenue Service annual conivbdimit. The Company is not
required to make contributions under the 401(khPlAuring the years ended December 31, 20128hd, the Company did not
contribute to the 401(k) Plan.

NOTE 10: Income Taxes

Domestic and foreign components of loss beforermetaxes for the years ended December 31, 201 2@k®iwere as follows :

Year Ended December 31

(in thousands 2013 2012

Domestic $ (8,819 % (7,052

Foreign - (94)
$ (8819 $ (7,146

Based on the available objective evidence, managebadieves it is more likely than not that the deterred tax assets will not
be fully realizable due to the history of our opigig losses . Accordingly, the Company has pradiddull valuation allowance against
the net deferred tax assets at December 31, 2@l3G12 . There was no income tax expense or lidaethe years ended December 31,
2013 or 2012.

The components of deferred tax assets (liabilis¢€)ecember 31, 2013 and 2012 were as follows :

Year Ended December 31

(in thousands 2013 2012
Deferred tax asset
Depreciation and amortizatic $ 8,698 $ 8,955
Other 1,651 1,431
Net operating losse 54,005 46,918
Total deferred tax asse 64,354 57,304
Valuation allowanc: (64,346 (57,296
Net deferred tax asse $ 8 §$ 8
Deferred tax liabilities
Other $ B8 $ (8)
Total deferred tax liabilitie $ ®8) $ (8)
Net deferred tax asset (liabilit $ - 8 -
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The reconciliation of the statutory federal incotae rate to the Company’s effective tax rate far years ended December 31,
2013 and 201 2 was as follows:

Year Ended December 31

2013 2012
Tax at federal statutory ra 34% 34%
State tax, net of federal bene 2 3
Valuation allowanci (39) (31)
Change in warrant valuatic - -
Net operating loss and credit reduction due toi@e@&82 limitations - (35)
Permanent item @) 25
Other 4 4
Effective income tax rate -% - %

As of December 31, 201 3, the Company had apefating loss of approximately $146,000,000 fdefal and $121,000,000
for state tax purposes. If not utilized, theseyfarwards will begin to expire beginning in 202% federal purposes and 2016 for state
purposes . As of December 31, 201 2, the Cagnpad a net operating loss of approximately $1B3@D0 for federal and
$105,000,000 for state tax purposes.

The Company'’s ability to use net operating losslitiearryforwards may be restricted due to owngrshiange limitations
occurring in the past or that could occur infilteire, as required by Section 382 of the InteRelenue Code of 1986 (“Section 382") ,
as amended, as well as similar state provisionss@hownership changes may also limit the amdumetooperating loss credit
carryforwards that can be utilized annually to effuture taxable i ncome and tax, respectively.

The Company believe s that Section 382 ownershap@bs occurred as a result of the follow-on putdimmon stock offering in
2011 and 2013 . Any limitation may result in thepiration of a portion of the net operating los=sdit carryforward s before utilization
and any net operating loss credit carryforwardselpire prior to utilization as a result of sdrhitations will be removed from deferred
tax assets with a corresponding reduction of theat@n allowance. Due to the existence of a atidun allowance, it is not expected that
such limitations, if any, will have an impact or tfesults of operations or financial position.

The Company ha s provided a full valuation alloweann the deferred tax assets relating to defeaeddsets . The valuation
allowance was $64,000,000 and $57,000,000 e¢mber 31, 2013 and 2012, respectively. The insered$7,000,000 between 2013
and 20 12 is primarily due to adjustments todbmestic deferred tax assets relating to net apgrdsses .

The Company file s income tax returns in the Urfl ia various state jurisdictions with varying stas of limitations. The
Company ha s not been audited by the Internal Rev8ervice or any state income or franchise tarn@geis of December 31, 201 3,
the federal returns for the years ended 2010 throlig current period and most state returns foyétaes ended 200 9 through the current
period are still open to examination. In additiah of the net operating losses and research anela@ment credit s generated in years
earlier than 2010 and 2009, respectively, aresiliject to Internal Revenue Service audit . Tlera and California tax returns for the
year ended December 31, 2012 reflect researcharelapment carryforwards of $5, 655 ,000 and $5,200 , respectively. The
Company has recognized additional deferred tax@fsefederal and California research and devetgroredits of $72,000 and $54,000
for the year ended December 31, 201 3, respegtivas$ of December 31, 201 3, gross unrecogrtiardenefits are approximately
$10,064,000 which are attributable to researchdavelopment credits. A reconciliation of thermdpain unrecognized tax benefits is as
follows :

(in thousands) Federal Tax State Tax Total
Balance at December 31, 2C $ 5,586 $ 5,191 $ 10,777
Increase in tax position during 20 69 51 120
Balance at December 31, 2C $ 5,655 $ 5,242 $ 10,897
Increase in tax position during 2013 72 54 126
Decrease due to expirations (687) (272) (959)
Balance at December 31, 2C $ 5,040 $ 5,024 $ 10,064

The increase for the year ended December 31, 204fes to a tax position taken during the curreatryThe increase for the year
ended December 31, 2012 is related to tax positadten during 2012 and prior years. If the $ 11,000 of unrecognized
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income tax benefit is recognized, approximately,$2@,000 would impact the effective tax rate inpleeiod in which each of the benefits
is recognized.

No interest or penalties as a result of uncer&irpbsitions have been recorded as of Decemb&03B and 2012 .  Accrued interest
and penalties would be included within the reldigiility in the C onsolidated B alance S heet .

NOTE11: Other Related Party Transactions
Consulting Agreement s

On March 18, 2013, the Company entered into a saort consulting agreement for transition servigigh Mr. Huebner (the
“2013 Consulting Agreement”). Pursuant to the teafthe 2013 Consulting Agreement, Mr. Huebnerstsdiin the integration and
transition of the new President and Chief Execufficer. Mr. Huebner was paid a total of $45,0@0idg the three month term of the
Consulting Agreement, which expired in June 2013.

On December 3, 201 2, the Company enteredaictinsulting agreement with the former PresidedtGmnief Executive Officer
and director, Gail S. Page. Pursuant to the tefrtfseecconsulting agreement, Ms. Page assisted ¢hgp@ny as needed, including
providing advice and recommendations with respethé development and commercialization of the Camgfs existing and future
diagnostic tests, and managing and developingaekttips with existing and future collaborators gadgtners. In consideration for such
services, Ms. Page was paid a monthly fee of $18,0@r the years ended December 31, 2013 and #td Htal amount of consulting
fee expense to Ms. Page was $45,000 and $18,@8featively . The consulting agreement was tertméhaith an effective date of
March 15, 2013.

On March 1,201 2, the Company entered intorsualting agreement with the former Vice Presiddr&trategy, who resigned
effective February 29, 2012 . Pursuant to the $evfrthe consulting agreement, the former Vice iBead of Strategy provide d consulti
ng services. This consulting agreement was teredhisit June 2012. For the year ended December 32, gk total amount of consulting
fee expense to the former Vice President of Styategs $23,000 and the fair value of continued wesith restricted stock was $1,000
until the termination of the consulting agreement.

I n November 2011, the Company entered into a along agreement with its former Senior Vice Presidand Chief Science
Officer, Eric T. Fung, M.D., Ph.D. Pursuanthe terms of the consulting a greement, Dr. Fungese as the Chief Medical Officer and
a member of the Scientific Advisory Board. Dr. Flsngpnsulting agreement and Scientific Advisory Bbservices were terminated in
June 2012. For the year ended December 31, 204 2ot amount of consulting fee expense for Dngrwas $27,000 . During 2012, Dr.
Fung also continued to vest in restricted stock waifair value of $11,000 until the terminatiortleé consulting agreement.

On June 17, 2011 , the Company entered into a tongsagreement with Bruce A. Huebner , a membeahefBoard of Directors
until December 12, 2013 . Pursuant to the termbetonsulting agreement, Mr. Huebner providertsatiing services regarding sales,
marketing, business development and corporategtratFor the year ended December 31, 2012 , theamount of consulting fees paid
to Mr. Huebner was $5,000. On November 27 22@He Company announced the appointment of MrbHeeas Interim Chief
Executive Officer. Mr. Huebner served in this pasituntil the appointment of Thomas McLain as Rtest and Chief Executive officer
on March 18, 2013.
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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, theredalp authorized.

Vermillion, Inc.

/sl Thomas H.
Date: March 28, 2014 McLain
Thomas H. McLain
President and Chief Executive Officer (Princigakcutive
Officer)

/sl Eric J.
Date: March 28, 2014 Schoen
Eric J. Schoel
Vice President, Finance and Chief Accounting Off

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bblptihe following persons on behalf
of the registrant and in the capacities and ordtes indicated.
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James S. Burr Director March 28, 2014
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Robert S. Goggin, Il Director March 28, 2014
/sl Peter S.
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Peter S. Rodd Director March 28, 2014
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32.0 Certification of the Chief Executive Officer
and Chief Accounting Officer pursuant to

18 U.S.C. Section 1350, as adopted 1)
pursuant to Section 906 of the Sarbanes-
Oxley Act of 200z

101 Interactive Data File (0]

Attached as Exhibit 101 to this report are documémimatted in XBRL (Extensible Business Reportiagiguage). Users of this data are
advised that, pursuant to Rule 406T of Regulatidn Bie interactive data file is deemed not filegart of a registration statement or
prospectus for purposes of Sections 11 or 12 oStwirities Act of 1933, as amended, is deemefdledtfor purposes of Section 18 of
the Securities Exchange Act of 1934, as amendetisastherwise not subject to liability under thesetions.

(1) Furnished herewith
# Management contracts or compensatory plan ongeraent.

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



Exhibit 10. 22
CONSULTING AGREEMENT

This Consulting Agreement (“Agreement”) is made antkred into as of the January 6, 2014 by and
betweerWVERMILLION, INC . (the “Company”), an#Villiam Creech (“Consultant”). The Company desires to
retain Consultant as an independent contractoetfmpn consulting services for the Company, andsdtiant is
willing to perform such services, on terms setHartore fully below. In consideration of the mutpabmises
contained herein, the parties hereto (the “Paitiagtee as follows:

1. SERVICES AND CONSIDERATION

(a) Consultant shall perform the consulting servicésatirgg to transition of sales and market
responsibilities and other projects agreed upo@dysultant and Management, as described in ExAiftite
“Service”).

(b) The Company shall pay Consultant the compemsatt forth in Exhibit A for the
performance of the Services. The Company shallr@snburse Consultant for approved reimbursalbestr
expenses incurred by Consultant in performing tariSes pursuant to this Agreement, provided Cdastl
receives written consent from an authorized agetiteoCompany prior to incurring any such expereseeedin(
$50. Consultant (i) shall book any air travel autred by the Company in economy or coach clasgi@nshall
book all such air travel and related accommodatibraugh the Compar's authorized travel services provid

(c) Consultant shall submit all statements for #e&wand expenses on a senonthly basis ir
a form approved by the Company. The Company slaglleach such statement fifteen (15) days afteipe:

2. CONFIDENTIALITY

(a) Definition. “Confidential Informatio” means any information, technical data, trade s&
or know-how that the Company considers to be confidentiglroprietary including, but not limited to, resefay
product plans, products, services, suppliers, oustdists and customers, prices and costs, markaftsyare,
developments, inventions, laboratory notebooks;gsses, formulas, technology, designs, drawinggnearing,
hardware configuration information, marketing, fises, finances, compensation packages, budgetser o
business information disclosed by the Company edirectly or indirectly in writing, orally or byrdwings or
through Consultant’s allowed observation of partequipment, or through creation by Consultanhim¢ourse
of providing the Services during the term of thigréement. Consultant also understands that Contfade
Information includes, but is not limited to, infoation pertaining to any aspects of the Compsuyisiness that
either information not known by actual or potentiampetitors of the Company or is proprietary infation of
the Company or its customers or suppliers, whathartechnical nature or otherwise. Further, Giaritial
Information, as defined herein, may include, butds limited to, and information disclosed to then@pany by
third parties. Confidential Information does natlirde information that Consultant can establishw@s publicly
known and made generally available in the publimdn prior to the time of disclosure to Consultapthe
Company; (ii) becomes publicly known and made galheavailable after disclosure to Consultant by th
Company through no wrongful action or inaction @inSultant; (iii) is in the possession of Consultavithout
confidentiality restrictions, at the time of dissloe to Consultant by the Company as show



Consultar’s files and records immediately prior to the tinfielisclosure; or (iv) has been approved for reldas
the Compan’s prior written authorizatior

(b) Non-Use and No-Disclosure. Consultant will not, during or subsequent totémen of this
Agreement, use the Company's Confidential Inforamefor any purpose whatsoever other than the padoce
of the Services on behalf of the Company. Constitadll not, during or subsequent to the term a$th
Agreement, disclose the Company's Confidentialrmédion to any third party. Consultant shall reterse
engineer, disassemble or decompile any prototyguésyare or other tangible objects, that embody the
Company’s Confidential Information. Consultantther agrees to take all reasonable precautionset@pt any
unauthorized disclosure of such Confidential Infation including, but not limited to, having eachpgayee of
Consultant, if any, with access to any Confidertifbrmation, execute a nondisclosure agreemertaaung
provisions no less favorable to the Company anteptive of Confidential Information than those ained in
this Agreement. Consultant shall not make anyeopf Confidential Information unless Consultarg heceiver
prior written approval for such action from the Qmany; and in such event, Consultant shall reproducany
such approved copies, any of Company’s proprigights and confidentiality notices in the same n@arin
which such notices were set forth in or on theinely Consultant shall immediately notify the Caamnp in the
event of any unauthorized use or disclosure of denfial Information

(c) _Former or Concurrent Employer's Confidenitidbrmation. Consultant agrees that
Consultant will not, during the term of this Agreemh, improperly use, disclose, or induce the Corgpanse
any proprietary information or trade secrets of tnsd party. Consultant will not bring onto theemises of the
Company any unpublished document or proprietagrinfition belonging to any third party. Consultait
indemnify the Company and hold it harmless from agdinst all claims, liabilities, damages and expsn
including reasonable attorneys fees and costsibfasising out of or in connection with any vidtat or claimec
violation of a third party's rights resulting in wlk or in part from the Company's use of the wondpct of
Consultant under this Agreeme

(d) Third Party Confidential InformationConsultant recognizes that the Company has
received and in the future will receive confidehtinproprietary information of third parties sutieo a duty on
the Company's part to maintain the confidentiaftguch information and to use it only for certhinited
purposes. Consultant agrees that Consultant dveeSampany and such third parties, during the terthis
Agreement and thereafter, a duty to hold all suaffidential or proprietary information in the stast
confidence and not to disclose it to any persom,fcorporation or other entity or to use it excaphecessary
carrying out the Services for the Company consistaifn the Company's agreement with such thirdypi

(e) _Return of Materials All documents and other tangible objects comtgjror representing
Confidential Information and all copies thereoftthee in the possession of Consultant shall beramgin the
property of the Company, and Consultant shall pynrpturn such Confidential Information and allpées
thereof to the Company upon termination of thisegnent or upon the Comp¢'s earlier request

3. OWNERSHIP

(a) _Assignment Consultant agrees that all copyrightable malterites, records, drawings,
designs, inventions, improvements, developmenssodieries and trade secrets (collectively, “Invamr)
conceived, made or discovered by Consultant, saleily collaboration with others, during the perifthis
Agreement that relate in any manner to the busiokse Company that Consultant may be directed to
undertake, investigate or experiment with, or tbahsultant may become associc



with in work, investigation or experimentation hretline of business of the Company in performirg3ervices
hereunder, are the sole property of the Companyaddtition, any Inventions made by Consultant tioaistitute
copyrightable subject matter shall be consideredrke made for hire” as that term is defined in theted
States Copyright Act. Consultant hereby assighg fand agrees to further assign or cause to bigiasd, as
necessary to effect such full assignment) to then@my all Inventions and any copyrights, patentstier
intellectual property rights relating there

(b) Further AssurancesConsultant agrees to assist the Company, degignee, at the
Company's expense, in every proper way to secer€tmpany's rights in the Inventions and any caysi,
patents, or other intellectual property rightstiaathereto in any and all countries, includinghe disclosure t
the Company of all pertinent information and datdnwespect thereto, the execution of all applamagi
specifications, oaths, assignments and all othetruments that the Company shall deem necessarglar to
apply for and obtain such rights and in order &iggsand convey to the Company, its successorgjrssand
nominees the sole and exclusive right, title aterést in and to such Inventions, and any copysigbdtents, or
other intellectual property rights relating theret@onsultant further agrees that Consultant'sgakibn to
execute or cause to be executed any such instrumeatpers, when it is in Consultant's power tedoshall
continue after the termination of this Agreemt

(c) _PreExisting Materials Consultant agrees that if, in the course ofqrering the
Services, Consultant incorporates into any Inventieveloped hereunder any invention, improvement,
development, concept, discovery or other propneitaiormation owned by Consultant or in which Coltesut
has an interest (i) Consultant shall inform the @any, in writing, before incorporating such invent;
improvement, development, concept, discovery oemthoprietary information into any Invention; afiijl the
Company is hereby granted and shall have a norsxeluroyalty-free, perpetual, irrevocable, worldi
transferable license (with the right to sublicentsenake, have made, modify, use, sell and/or itnguech item
as part of or in connection with such Invention.atldition, Consultant agrees that Consultantpvdimptly
make full written disclosure to the Company, wiblih in trust for the sole right and benefit of Bempany, and
hereby assigns to the Company, or its designdeSpabultant’s right, title, and interest in andatoy Inventions
created within three years after the terminatiothif Agreement that are based upon or derived from
Confidential Information, and Consultant agrees sheh Inventions are and shall be the sole anlligive
property of the Company. Nothing in the precediegtence shall be construed to limit Consultartlgations
under Section 2 (“Confidentiality”) of this Agreemte Consultant shall not incorporate any invention
improvement, development, concept, discovery oemginoprietary information owned by any third partio
any Invention without Company's prior written pession.

(d) Attorney in Fact Consultant agrees that if the Company is undigleause of
Consultant's unavailability, dissolution, mentapbwysical incapacity, or for any other reason giouse
Consultant's signature to apply for or to pursugapplication for any United States or foreign gdiction’s
patents or copyright registrations covering theshions assigned to the Company above, then Cansult
hereby irrevocably designates and appoints the @agnpnd its duly authorized officers and agents as
Consultant's agent and attorney in fact, to acafat in Consultant's behalf and stead to executdil@nany sucl
applications and to do all other lawfully permitteets to further the prosecution and issuance tefnps, and
copyright registrations with the same legal fornd affect as if executed by Consulte



4. NON-COMPETE AND NON-SOLICITATION

**Not applicable to this consulting agreement**

5. CONEFLICTING OBLIGATIONS

Consultant certifies that Consultant has no outhtanagreement or obligation that is in conflicttwany
of the provisions of this Agreement, or that woptdclude Consultant from complying with the prowis
hereof, and further certifies that Consultant wat enter into any such conflicting agreement.

6. TERM AND TERMINATION

(a) _Term. This Agreement will commence on January 6, 28d will continue in full force
and effect for an initial term of 30 days. This Agment may renewed by the Parties, by mutual writte
agreement, for three (3) additional successivedemfione (1) month eac

(b) Termination Either Party may terminate this Agreement for sason or no reason
upon giving thirty (30) days prior written notideetreof to the other Party. Any such notice shalitbéressed to
the other Party at the address shown below antilshdleemed given upon delivery if personally dei@d, or
forty-eight (48) hours after deposited in the Udiftates mail, postage prepaid, registered offiegrtinail,
return receipt requested. Either Party may terteimamediately and without prior notice if the atiiarty is in
breach of any material provision of this Agreeméut, such termination shall not preclude any otbgal or
equitable remedy available to the terminating P

(c) Survival. Upon such termination of this Agreement, alhtgyand duties of the Parties
toward each other shall cease except:

® the Company shall be obliged to pay, within th{8@) days of the effective de
of termination, any amounts owing to Consultantdgpenses, if any, in accordance with the provisimi
Section 1“Services and Considerat”) hereof; anc

(ii) Sections 2 (“Confidentiality”), 3 (“Ownership’4 (“Non-Compete and Non-
Solicitation”) and 7 (“Independent Contractors”gc8on 9 (“Arbitration and Equitable Relief”) andch other
provisions that by their terms extend shall suntemenination of this Agreemer

7. ASSIGNMENT

Neither this Agreement nor any right hereundenterest herein may be assigned or transferred by
Consultant without the express written consenhef@ompany.

8. INDEPENDENT CONTRACTOR

The express intention of the Parties is that Cdastils an independent contractor to the Company
hereunder. Nothing in this Agreement shall in aay be construed to constitute Consultant as antage
employee or representative of the Company, but dtarg shall perform the Services hereunder as an
independent contractor. Consultant agrees toghr(dr reimburse the Company for) all tools andemials
necessary to accomplish this Agreement, and giall iall expenses associated with performance witho
reimbursement from the Company, except as expressiyded herein. Consultant acknowledges andesgiteat
Consultant is obligated to report as income t@pfilicable taxing authorities all compensation nes by
Consultant pursuant to this Agreement, and Consiudtgrees to and acknowledges the obligation tcafiaself-
employment and other taxes thereon. Consultatiiduagrees to indemnify and hold harmless the Gmyppand
its directors, officers, and employees from and




against all taxes, losses, damages, liabilitiestscand expenses, including attorney's fees arat &hal
expenses, arising directly or indirectly from (ijyanegligent, reckless or intentionally wrongfut a€ Consultant
or Consultant's assistants, employees or agenta,determination by a court or agency that thestdtant is not
an independent contractor, or (iii) any breachhgy€onsultant or Consultant's assistants, emplayeagents of
any of the covenants contained in this Agreement.

9. BENEFITS

Consultant acknowledges and agrees and the Pantiest hereunder is that Consultant receive no
Company-sponsored benefits from the Company e#ther Consultant or an employee. Such benefitadecl
but are not limited to, paid vacation, sick leavedical insurance, and 401(k) participation. Ih€atant is
reclassified by a state or federal agency or casidn employee, the Company may elect to have Gansu
become a reclassified employee, receiving no beneficept those mandated by state or federal lasw i by
the terms of the Company's standard benefit plaegféct at the time of such reclassification Cdtasu would
otherwise be eligible for such benefits.

10. ARBITRATION AND EQUITABLE RELIEF

(@) _Disputes Except as provided in Section 10(d) below, tieenBany and Consultant agree
that any dispute or controversy arising out ofatiay to or in connection with the interpretatigalidity,
construction, performance, breach or terminatiothisf Agreement shall be settled by binding arbitrato be
held in Austin, Texas in accordance with the Conuia¢Arbitration Rules, supplemented by the Supg@etal
Procedures for Large Complex Disputes, of the AcagriArbitration Association as then in effect (the
“Rules”). The arbitrator may grant injunctionsather relief in such dispute or controversy. Thkeision of the
arbitrator shall be final, conclusive and bindingtbe Parties to the arbitration. Judgment magrtiered on the
arbitrator's decision in any court of competenisjdiction.

(b) Consent to Personal Jurisdictiofhe arbitrator(s) shall apply Texas law to therits of
any dispute or claim, without reference to condliof law rules. Consultant hereby consents tg#rsonal
jurisdiction of the state and federal courts lodateTexas for any action or proceeding arisingrfrar relating
to this Agreement or relating to any arbitratiomihich the Parties are participar

(c) Equitable Relief The Parties may apply to any court of compétaigdiction for a
temporary restraining order, preliminary injunction other interim or conservatory relief, as nseeg, without
breach of this arbitration provision and withoutidgment of the powers of the arbitrator. Constlfarther
agrees, for the purposes of this Section 10(c)Seddion 10(a) of this Agreement, that any breadhef
covenants set forth in Sections 2 (“Confidentid)ity3 (“Ownership”) and 4 (“Non-Compete and Non-
Solicitation”) of this Agreement would cause then@many irreparable injury for which it would not heaan
adequate remedy at law. Accordingly, Consultantegthat if Consultant breaches Sections 2
(“Confidentiality”), 3 (“Ownership”), or 4 (“Non-Cmpete and Non-Solicitation”) of this Agreement, the
Company will be entitled, in addition to any othight or remedy available, to temporary or preliarip
equitable relief (including, but not limited tot@mporary restraining order or a preliminary injtioig) from a
court of competent jurisdiction restraining suckdwh or threatened breach and final and permaneitable
relief (including, but not limited to, the grantitog a permanent injunction and the ordering of #jmec
performance) from the arbitrator restraining sucabh or threatened brea

(d) Acknowledgment CONSULTANT HAS READ AND UNDERSTANDS SECTION 10
("ARBITRATION AND EQUITABLE RELIEF”), WHICH DISCUSES ARBITRATION. CONSULTANT
UNDERSTANDS THAT BY SIGNING THIS AGREEMENT, CONSUIANT AGREES TO SUBMIT ANY
CLAIMS ARISING OUT OF, RELATING TO, OR IN CONNECTIN WITH THIS AGREEMENT, OR THE
INTERPRETATION, VALIDITY, CONSTRUCTION, PERFORMANCEHBREACH OR TERMINATION
THEREOF, TO BINDING ARBITRATION, EXCEP"




AS PROVIDED IN SECTION 10 (c), AND THAT THIS ARBITRTION CLAUSE CONSTITUTES A
WAIVER OF CONSULTANT'S RIGHT TO A JURY TRIAL AND REATES TO THE RESOLUTION OF
ALL DISPUTES RELATING TO ALL ASPECTS OF THE RELATINSHIP BETWEEN THE PARTIES

11. GOVERNING LAW

This Agreement shall be governed by the internbstntive laws, but not the choice of law rulesthef
state of Texas.

12. ENTIRE AGREEMENT

This Agreement is the entire agreement of the &adhd supersedes any prior agreements between them
whether written or oral, with respect to the subjuaatter hereof. No waiver, alteration, or modifion of any of
the provisions of this Agreement shall be bindingeas in writing and signed by duly authorized esgntatives
of the Parties hereto.

13. ATTORNEY'S FEES

In any court action at law or equity that is broulgy one of the Parties to enforce or interpret the
provisions of this Agreement, the prevailing pawfil be entitled to reasonable attorney's feesddition to any
other relief to which that party may be entitled.

14. SEVERABILITY

If one or more of the provisions in this Agreemardg deemed void by law, then the remaining prousio
will continue in full force and effect.

15. TITLES AND SUBTITLES

The titles and subtitles used in this Agreementuaegl for convenience only and are not to be censid
in construing or interpreting this Agreement.

IN WITNESS WHEREOF, the Parties hereto have exettitis Agreement as of the day and year first
above written.

Austin, TX 7873€

VERMILLION, INC.

12117 Bee Cave Road
Building 3, Suite 100
Austin, TX 7873€

By: /s/ Eric J. Schoen By: /s/ William B. Creech

Name:Eric J. Schoel Name: William B. Creec

Title: VP Finance and Chief Accounting Officer

Date:January 3, 201 Date: January 3, 201



Exhibit A

Description of Services
Transition of sales and marketing duties and @hstiips as directed by Marian Sacco.

Compensatiol
- The Company will pay Consulting at the rate of $p&5 hour/day/month for the Services, na

exceed $1,080 per dz
- The Company will reimburse Consultant for all apfa reimbursable travel expenses as provide
Section 1(b)



Exhibit 21.0

Vermillion, Inc. Subsidiaries
December 31, 2013

Subsidiary State/Country of Incorporation/Formation
lllumeSys Pacific, INC. ..ccccveviiieeieeeee e California
California

Ciphergen Biosystems International, Inc. .....c................  Delaware



Exhibit 23.1
Consent of Independent Registered Public Accouring

Vermillion, Inc
Austin, Texas

We hereby consent to the incorporation by referéndbe Registration Statements on Form S-8 (N88-1%7204 and

333-193312), and Registration Statement on Form(ISe3 333-189929) of Vermillion, Inc. of our repatated March
28, 2014 , relating to the consolidated finandiatesnents which appear s in this Form 10-K.

Js/ BDO USA, LLP
Austin, Texas

March 28, 2014



Exhibit 31.1

Certification of the Chief Executive Officer Pursuant to Section 302 of

the Sarbanes-Oxley Act Of 2002

I, Thomas H. McLain, certify that:

I have reviewed this annual report on Forn-K of Vermillion, Inc.;

Based on my knowledge, this report does not corgain untrue statement of a material fact or orr
state a material fact necessary to make the statsmeade, in light of the circumstances under w
such statements were made, not misleading witlect$p the period covered by this repi

Based on my knowledge, the financial statements,ather financial information included in this rep
fairly present in all material respects the finah@ondition, results of operations and cash fleofvshe
registrant as of, and for, the periods presentedigreport;

The registrar's other certifying officer(s) and | are responsitoleestablishing and maintaining disclos
controls and procedures [as defined in ExchangeRdtes 13a-15(e) and 19d{(e)] and internal contr
over financial reporting [as defined in Exchangd Rales 13a-15(f) and 15t5(f)] for the registrant ar
have:

(a) Designed such disclosure controls and proceduresauwsed such disclosure controls and proce
to be designed under our supervision, to ensurentfagerial information relating to the registri
including its consolidated subsidiaries, is madevkm to us by others within those entit
particularly during the period in which this rep@teing prepare(

(b) Designed such internal control over financial réipg; or caused such internal control over final
reporting to be designed under our supervisionpittovide reasonable assurance regarding
reliability of financial reporting and the prepaocst of financial statements for external purpost
accordance with generally accepted accounting iptes;

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presantéd
report our conclusions about the effectiveneshefdisclosure controls and procedures, as of td
of the period covered by this report based on sweluation; ant

(d) Disclosed in this report any change in the regi’'s internal control over financial reporting t
occurred during the registrant’'s most recent fispadrter (the registramst’fourth fiscal quarter in tl
case of an annual report) that has materially tdteoor is reasonably likely to materially affettte
registran’s internal control over financial reporting; &



5. The registrar's other certifying officer(s) and | have disclosbdsed on our most recent evaluatio
internal control over financial reporting, to thegistrants auditors and the audit committee of
registran’s board of directors (or persons performing thevedent functions)

(@) All significant deficiencies and material weaknessethe design or operation of internal contror

financial reporting which are reasonably likely adversely affect the registrastability to recorc
process, summarize and report financial informatioml

(b) Any fraud, whether or not material, that involvesimagement or other employees who ha
significant role in the registré’s internal control over financial reportir

/s/ Thomas H.
Date: March 28 , 2014 McLain

Thomas H. McLain

President and Chief Executive Officer



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.

2.

I have reviewed this annual report on Forn-K of Vermillion, Inc.;

Based on my knowledge, this report does not corgain untrue statement of a material fact or orr
state a material fact necessary to make the statesmeade, in light of the circumstances under w
such statements were made, not misleading witltect$p the period covered by this repi

Based on my knowledge, the financial statements,ather financial information included in this rep
fairly present in all material respects the finah@ondition, results of operations and cash fleafvshe
registrant as of, and for, the periods presentedisnreport;

The registrar's other certifying officer(s) and | are responsitoleestablishing and maintaining disclos
controls and procedures [as defined in ExchangeRAtes 13a-15(e) and 19d{(e)] and internal contr
over financial reporting [as defined in Exchangd Rales 13a-15(f) and 15t5(f)] for the registrant ar
have:

(a) Designed such disclosure controls and proceduresauwsed such disclosure controls and proce
to be designed under our supervision, to ensurentfagerial information relating to the registri
including its consolidated subsidiaries, is madevkm to us by others within those entit
particularly during the period in which this rep@teing prepare(

(b) Designed such internal control over financial réipg; or caused such internal control over final
reporting to be designed under our supervisionpittovide reasonable assurance regarding
reliability of financial reporting and the prepaocst of financial statements for external purpost
accordance with generally accepted accounting ipfes;

(a) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presantbd
report our conclusions about the effectivenesfefdisclosure controls and procedures, as of td
of the period covered by this report based on sweluation; ant

(b) Disclosed in this report any change in the regi’'s internal control over financial reporting t
occurred during the registrant’'s most recent fispadrter (the registramst’fourth fiscal quarter in tl
case of an annual report) that has materially tdteoor is reasonably likely to materially affettte
registran’s internal control over financial reporting; &

The registrar's other certifying officer(s) and | have disclosedsed on our most recent evaluatio
internal control over financial reporting, to thegistrants auditors and the audit committee of
registran’s board of directors (or persons performing thevedent functions)



(@) All significant deficiencies and material weaknessethe design or operation of internal contror
financial reporting which are reasonably likely @dversely affect the registrasitability to recorc
process, summarize and report financial informatioml

(b) Any fraud, whether or not material, that involveamagement or other employees who ha
significant role in the reqistre’s internal control over financial reportir

X

[s/ Eric J.
Date: March 28, 204 Schoen

Eric J. Schoel

Vice President, Finance and Chief Accounting Off



Exhibit 32.0

Certification of the Chief Executive Officer and Chef Accounting Officer
Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban&xley Act of 2002
with Respect to the Annual Report on Form 10-K
for the Year Ended December 31, 2013

Pursuant to Section 906 of the Sarbanes-Oxley f2002 (subsections (a) and (b) of section 135@pdT 63 of Title
18, United States Code), each of the undersigrfezerd of Vermillion, Inc., a Delaware corporatithe “Company”),
does hereby certify, to the best of such offickriewledge, that:

1. The Compan’s annual report on Form -K for the year ended December 31, 2013, (‘Form 1(-K”) fully
complies with the requirements of Section 13(a)®(d) of the Securities Exchange Act of 1934, asraded (th
“Exchange Ac"); and

2. Information contained in the Form-K fairly presents, in all material respects, th@ficial condition and results
operations of the Compar

Bruce A.
Huebnel

/s/ Thomas H.

Date: March 28, 201 McLain
Thomas H. McLair
President and Chief Executive Offic

/sl Eric J.
Date: March 28, 201 Schoen
Eric J. Schoel
Vice President, Finance and Chief Accounting Off

The certification set forth above is being furniglas an Exhibit solely pursuant to Section 90tef$arbanes-Oxley
Act of 2002 and is not being filed as part of tloerfr 10-K or as a separate disclosure documenieoCtdmpany or the
certifying officers.



