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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 @xchange Commission (the “SEC”), and , except gsired by law, Vermillion, Inc.
(“Vermillion” and , together with its subsidiariéise “Company”, “we”, “our” or “us”) does not assurary obligation to update, amend or
clarify them to reflect events, new informationocincumstances occurring after such date. Examgl&siguage found in forward-looking
statements include the following:

” o

” o ”w ” o ”

« projections or expectations regarding our futukeneie, results of operations and financial conujtio

« o urplan to broaden our commercial focus from mracancer to differential diagnosis of women véthange of
gynecological disorder:

« intentions to address clinical questions relateglaidy disease detection, treatment response, anmgjtof disease
progression, prognosis and other issues in thdsfiel oncology and wom'’s health

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

« our ability to consolidate the five OVAL1 immunoagsan a single mainstream integrated diagnosticraation platform

« expecteccompetition and consolidation in the markets inakhive compete

« plans with respect to ASPiRA LABS, In¢ ASPIRA LABS”") , including obtaining state licensy;

« plans with respect to OVA2 and OvaX;

« plans to develop and implement laboratory devetpntests (“LDTs”) at ASPIRA LABS;

« expectations regarding existing and future collabons and partnerships;

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

« achieving milestones in product development, pemdimd future regulatory or scientific submissiond gresentations;

« ourcontinued ability to comply with applicable goveramtal regulations

« our ability to obtain and maintain the regulatorypagvals required to market OVAL in other countr

« ourcontinuecability to expand and protect our intellectual prdp portfolio;

« anticipated future lossg

. expected levels of expenditures;

« expected market adoption of our diagnostic testduding OVAL ;

« anticipated results of clinical trials, post-markeidies required by the United States Food ang Pdministration (* FDA
"), and publications on OVA!

« the amount of financing anticipated to be requteetlind our planned operations ;

« our prospects for obtaining support of medical rmfgssional societies (e.g., Sociof Gynecologic Oncology*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 whichidaasult from positive guidelines or position staents; an

« ourexpected reimbursement for our prodt, and our ability to obtain such reimbursemdfrom third-partypayers such
private insurance companies and government insanalans

Such statements are subject to significant riskisuartertainties, including those identified in Rdtem 1A, “Risk Factors”,
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that could cause actual results to differ materifsdm those projected in such forward-looking sta¢nts due to various factors, including
our ability to increase the volume of OVAL salesir ability to market our test through sales ch#smather than Quest Diagnostics
Incorporated (“Quest Diagnostics”) , including ABRi LABS ; uncertainty in how we recognize futur@eaue following termination of
the Quest Diagnostics Strategic Alliance Agreemfailtjres by third-party payers to reimburse OVAlcbanges or variances in
reimbursement rates; our ability to secure adddi@apital on acceptable terms to execute our basiplan; our ability to commercialize
OVAL outside the United States; in the event thaswcceed in commercializing OVA1L outside the WhBeates , the political, economic
and other conditions affecting other countriesl(iding foreign exchange rates) ; our ability &velop and commercialize additional
diagnostic products and achieve market acceptaitba@gpect to these products ; our ability to cetesuccessfully; our ability to obtain
any regulatory approval required for our futuregdiestic products; our or our suppliers’ abilitycimmply with FDA requirements for
production, marketing and post - market monitofigur products; our ability to maintain sufficiemt acceptable supplies of
immunoassay kits from our suppliers; our abilitictmtinue to develop, protect and promote our petgry technologies; future litigation
against us, including infringement of intellectpabperty and product liability exposure; our akilib retain key employees; business
interruptions ; legislative actions resulting iiglhér compliance costs; changes in healthcare paligyability to comply with
environmental laws ; our ability to generate suéfit demand for ASPiRA LABS’ services to cover d@erating costs; our ability to
comply with the additional laws and regulations taply to us in connection with the operation &ARA LABS; our ability to obtain
any FDA clearance or approval required to develap@erform LDTs ; the potentially low liquiditynd trading volume of our common
stock and concentration in the ownership of ourrmamm stock; volatility in the price of our commowdk; the existence of anti-takeover
provisions in our corporate governance document®rss of activist stockholders; that we do noeid to pay dividends, so our
stockholders will benefit from an investment in @apital stock only if it appreciates in value grodential dilution caused by future sale
of our common stock or other securities to meetoapital requirements .

ITEM 1. BUSINESS
Company Overview

Corporate Vision: To drive the advancement of women’s health byiging innovative methods to detect, monitor and
manage the treatment of gynecologic disease —l@tlgn and malignant cancers as well as other gyogic diseases.

We have expanded our corporate strategy with théafdransforming Vermillion from a technologydiese company to a
diagnostic service and bio-analytic solutions pdevi Our plan is to broaden our commercial focamfovarian cancer to differential
diagnosis of women with a range of gynecologicabdiers . Our strategy will be deployed in threasgls. The three phases are a rebuild
phase , which we expect to complete in Q2 28%Bnsformation phase , which is ongoing and eeted to span 2015 , and a market
expansion and growth phase, which we expect tmkied?016.

During the first phase, we expanded our leadent&aim by hiring new heads of sales and customeriexge, managed markets,
marketing , operations, a chief medical officed @ chief executive officer. In addition, we exged our commercial strategy,
reestablished medical and advisory support, rebuilpatient advocacy strategy and establishetliagosystem and a payer strategy
outside of our relationship with Quest Diagnostifairing the second phase, we plan to obtain lisensf ASPiRA LABS in all 50 states,
establish our own payer coverage for OVA1 and laumsecond-generation OVAL test, known as OVA2dijpeded on receipt of FDA
approval). In the third phase we plan to commeimeaDVA2 by utilizing the full national licensurdé ASPIRA LABS, managed care
coverage in select markets, our sales force argimgicustomer base . Unlike OVA1, OVA2 uses dagldesting platform, which will
allow OVA2 to be deployed internationally. We afdan to demonstrate proof of concept for a LDToduict series, which we refer to
internally as OvaX. We anticipate that OvaX wiltinde not only biomarkers, but also clinical risktors and patient history data in order
to boost predictive value.

Mission Statement: We are dedicated to the discovery, developmentaminercialization of novel high-value diagnostidan
bio-analytical solutions that help physicians diegg treat and improve outcomes for women . Ots tee intended to detect, characterize
and stage disease, and to help guide decisionslirggatient treatment , which may include decisito refer patients to specialists, to
perform additional testing, or to assist in monitgrresponse to therapy. A distinctive feature wf @pproach is to combine multiple bio
markers , other modalit ies and diagnostics niadi risk factors and patient data into a singdportable index score that has higher
diagnostic accuracy than its constituents. Weentrate our development of novel diagnostic testsgyne cologic disease , with an
initial focus on ovarian cancer. We also intenaddress clinical questions related to early disdagection, treatment response,
monitoring of disease progression , prognosis d@here through collaborations with leading acadesnid clinical research institutions.

Strategy:

W e are focused on the execution of four comegiic business drivers in ovarian cancer diagee$ti build long - term value
for our investors:

« Maximizing the existing OVAL opportuniiin theUnited Statesby expanding our direct market reach beyour current
commercial agreement with Quest Diagnostics andgatke lead in payer coverage and commercialinaifo
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OVAL. This strategy includes the launch of a Clihicaboratory Improvement Amendments of 1988 (“ £L) certified
clinical laboratory, ASPIRA LABS, in June 2014

« Improving OVA1 performance by seeking FDA clearanta potentially better performirbiomarkerpanel while migratin
OVAL to a global testing platfori, thusallowing for better domestic market penetration amernational expansiol

« Building an expanded patient base by launchingk& geeneration mul-markerovarian cancer test to monitor patie at risk
for ovarian cance; and

« Expanding our product offerings by adding additlioggnecologic bi-analytic solutions involving biomarkers, ot
modalities (e.g. imaging), clinical risk factors and patient dataaid diagnosis and risk stratification of womensamting
with apelvic mass diseas

We believe that these business drivers will contgtsignificantly to addressing unmet medical ndedsvomen faced with
gynecologic disease and other conditions and thémed development of our business.

Business:

Our lead product, OVAL, is a blood test designeidéatify women who are at high risk of having aligr@ant ovarian tumor
prior to surgery. The FDA cleared OVAL in Septem2@09 and we commercially launched OVAL in Mar@i@ We have completed
development and validation work on a second-geiveraiomarker panel intended to maintain our prédutgh sensitivity while
improving specificity. We submitted our 510(kgatance applicat ion to the FDAon March @,20with the goal of commencing the
marketing and sale of the panel in the seconddi@015. The product use s the Roche Cobas phatfor

OVAL addresses a clear clinical need, namely theygical identification of women who are at higtk of having a malignant
ovarian tumor. Numerous studies have documentelehefit of referral of these women to gynecolagicologists for their initial
surgery. Prior to the clearance of OVAL, no bloest had been cleared by the FDA for physicianséoini the presurgical management of
ovarian adnexal masses. OVAL is a qualitative se¢agtthat utilizes five well-established biomaskand proprietary software cleared as
part of the OVA1 510(k) to determine the likelihoodmalignancy in women over age 18, with a peta@ss for whom surgery is planned.
OVAL should not be used without an independentadifradiological evaluation and is not intendedbéoa screening test or to determine
whether a patient should proceed to surgery. hecouse of OVAL carries the risk of unnecessasiirtg, surgery and/or delayed
diagnosis. OVA1 was developed through large praadi studies in collaboration with numerous acadenedical centers encompassing
over 2,500 clinical samples. OVA1 was fully valigdtin a prospective multi-center clinical trial engpassing 27 sites reflective of the
diverse nature of the clinical centers at whichriaraadnexal masses are evaluated.

In June 2014, Vermillion launched ASPIRA LABS, alBIcertified national laboratory based near Ausliexas, which
specializes in applying biomarker-based technokdaaddress critical needs in the managementrafaplogic cancers. ASPIRA LABS
provides expert diagnostic services using a stiathesart biomarker-based diagnostic algorithmnioim clinical decision making and
advance personalized treatment plans. In addifi&®iRA LABS, seeks to serve as an educational esdurce hub for healthcare
professionals and women facing surgery for potyrt@ncerous ovarian masses and other relatedogfogic conditions. The lab
currently processes our OVAL test, and we exjhectab to process the CA 125II test in the fuinrspecific markets . We plan to
expand the testing provided to other gynecologi@@mns with high unmet need. We also plan toali@y and perform LDTs at ASPiRA
LAB S . ASPIRA LABS currently holds a temporary BLCertificate of Registration and a state latonalicense in California and
Rhode Island. ASPIRA LABS is in the process of abite a full Certificate of Accreditation and std#édoratory licensure in New York,
Florida, Maryland and Pennsylvania. The Cerfaar$/edicare and Medicaid Services (“CMS”) isswzegrovider number to A SPiRA
LABS on March 5, 2015.

We terminated our Strategic Alliance Agreement \@ilest Diagnostics (the “Strategic Alliance Agreattjein August 2013 .
Prior to the termination of the Strategic Alliangkgreement , Quest Diagnostics had the right tchbeekclusive clinical reference
laboratory marketplace provider of OVAL tests sdkclusive territory, which included the Uniteétss, Mexico, the United Kingdom
and India. As part of the termination, we agrdet Quest Diagnostics could continue to make OVilable to healthcare providers
under legacy financial terms following the termioatwhile negotiating in good faith towards an aitgive business structure . Quest
Diagnostics disputed the effectiveness of suchitextion.

As a result of ongoing negotiations, on March 1%, we reached a settlement agreement with Quaghbstics that terminated
all disputes related to our prior strategic alleand loan agreements. We also entered into a&ommercial agreement with Quest
Diagnostics. Pursuant to this agreement , Vemonili wholly-owned subsidiary , ASPIRA LABS, will gm to offer OVAL testing to
Quest Diagnostics customers. We expect Quest D&ligsdo transfer all OVAL U.S. testing serviceA®PiRA LABS, starting with 39
states this year, while continuing to provide blaoaw and logistics support by transporting speosrfeom its clients to ASPIRA LABS
for testing for a period of two years from the dafti¢he agreement. Pursuant to the agreement, Quest
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Diagnostics will also continue to offer OVAL sermicthrough its own labs in the remaining 11 statestil ASPIRA LABS has obtained
the state approvals required to provide those sesvi Quest will receive a fee for collection amgidtic support services it provides . Per
the terms of the agreement, we will not offer testing or future Quest Diagnostics customers CA5 41l or other tests that Quest
Diagnostics offers.

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 fuby 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 evaluatiomas 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 ACOG cutoffs. The improvement in sengjtiwas even greater among
premenopausal women; for OVAL, sensitivity for gatiage epithelial ovarian cancer in premenopausaien was 92.9% compared to
CA125 with a 35.7% sensitivity. Overall, OVAL detet 76% of malignancies missed by the CA125 asswmjuding all advanced stage
malignancies. OVAL is not indicated for use asraesting or stand-alone diagnostic assay. The seglyts were published @Dbstetrics
and Gynecologin 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 Uemsity of California Irvine Healthcare , were pgbieéd inGynecologic OncologyThe
study evaluated OVAL 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 United States . In the OVA500ystadhexal surgery patients were only
enrolled from non-gynecologic oncology caregivé&s.a result, the patient population in this studyrenclosely resembled the intended
use population for routine OVAL testing : womena@d8 years or older, with an adnexal mass requsingery , but not yet referred to
gynecologic oncologist, and for which the mass determined to be benign or malignant following dinrent 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 déiky 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 performartehe 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% @npenopausal malignancies. Together, the differdesiasitivity and high NPV of
OVAL strongly confirmed previous findings that soppthe clinical utility of OVA1 in the presurgicéiage 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 weryestiage 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 | nmaiggies, respectively. Comparatively, CA125-I1 $#rity 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 the OVA500 study cibttes to a higher evidence level relative to OX&Atility in the medical
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management of adnexal masses. Health economicsialdicates that anticipated benefits of OVAlude i) more appropriate referrals
of women with high risk of malignancy to a gyneaitooncologist and fewer referrals of women at tisk of malignancys; ii) fewer
second surgeries as a result of an initial surbgrst generalist on a woman with a malignant turiipmeduced need for a backup surgeon
(i.e. specialist) during a surgery by a generalgtmore appropriate and efficient administratafrintraperitoneal chemotherapy; and,
longer survival, associated with better qualityifef.

In June 2013 a study was publishe@iynecologic Oncologgnalyzing the medical records of 13,321 women ejtithelial
ovarian cancer, the most common type of ovariac@amiagnosed from 1999 to 2006 in California.[3Led by Dr. Robert Bristow, this
study demonstrated that o nly 37 % of these patideived treatment that adhered to care guideis@blished by the NCCN, an
alliance of 23 major cancer centers with experefsmthat analyze, research and recommend caneém@ats. The work, although
initiated separately from any Vermillion-relatednkgpoints to a continuing need for better prestamanagement of patients at risk for
ovarian cancer.

The study also found that surgeons who operateldar more women per year for ovarian cancer, asgpitals 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 % survived aiskefive years if their care met the
guidelines, compared with 25 % of those whose farshort.

Results of this study w ere featured on the front page of the NerkYimes under the headline, "Widespread FlawsHadn
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 theenimipact would be much greater than that of any clesmotherapy drug or biological
agent.” (NY Times, March 11, 2013, Denise Grady) .

In November 2013, we announced that a new stu@M#A1 clinical performance in the presurgical deimetof 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 ( Unisity of California Irvine Healthcare) and Dr.
Frederick R. Ueland (University of Kentucky), thewanalysis focused on presurgical detection dfedage ovarian cancer among
1,016 ovarian mass surgery patients in two previpwstal trials conducted in 2007 and 2012. Thelgttompared OVA1 performance in
early-stage ovarian cancer to commonly used caigleassessment protocols: overall clinical asseagnthe CA125 biomarker or
modified-American College of Obstetricians and Gyplegists guidelines for evaluation of suspicioat/ft masses.

In a statement regarding this new study, Dr. Bwisstated, “Early-stage ovarian cancer constituteisngportant opportunity to
improve survival and care for this most deadly gyegic cancer. However, as evidenced by recediefumost ovarian cancer patients
fail to be referred to the doctors and hospitakt kguipped to treat them, resulting in unforturtatesequences. Our new study
demonstrates OVAL's ability to detect the majoafyall early-stage ovarian cancers prior to surgarg thereby aid in appropriately
involving a gynecologic oncologist in their carezelB among premenopausal patients where primaryasveancer prevalence was just
15%, clinical assessment with OVA1 detected stamatian cancer with almost 90% sensitivity. Thigivery encouraging development
for the diagnosis and treatment of ovarian cancer.”

Also in November 2013, we announced thatknical study published ifhe American Journal of Obstetrics & Gynecology
reported superior sensitivity of OVAL for presugitriage of ovarian cancer, compared with commasigd risk assessment methods.
[5] The study compared OVAL performance to benchma@drmethods, within a combined cohort of 770 @ramass surgery patients
(including 164 malignancies) from two independeutt fielated OVAL1 pivotal trials conducted in 2000 &012. The study also compared
the actual rate of patient referral from non-spétiahysicians to gynecologic oncologists withesapredicted from clinical assessment,
OVAL, CA125 or from the modified-American College@bstetricians and Gynecologists guidelines.

Dr. Robert Bristow, lead author of the study, comted: “Despite widely endorsed treatment standputidished by the National
Comprehensive Cancer Network, several studies ghaddi earlier this year show that only a minoritpwdirian cancer patients actually
receive treatment by the doctors and hospitalsdzpspped to care for them. Our new publicationnghthat the FDA-cleared OVAL test
achieves significantly higher sensitivity than taemmonly used methods. And despite lower spegffitiite referral rates predicted by
OVAL were roughly comparable to actual clinicalgtiee.”

[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 treatnmritlelines for ovarian cancer as a measure oftguare. 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; 270 )1-9.
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[5] Bristow, RE, et al. 2013. Impact of a multivate index assay on referral patterns for surgiealagement of an adnexal mass. Am J Obstet Gynem200(6):581.e1-8.

I n March 2014, we announced that a study of OVAli@ical performance, titled "The Effect of Ovariamaging on the Clinical
Interpretation of a Multivariate Index Assay," wa$eased as an online advance publicatiohhaf American Journal of Obstetrics &
Gynecology The study examines the relationship between twongonly used imaging methods — ultrasound (US)camdputed
tomography (CT) — and the OVAL test result, in asigy the risk of ovarian cancer among patientsrtey surgery for an ovarian mass.
We view this study as an initial proof of concet éur planned OvaX products.

"This new study advances our understanding of hd#&Dand imaging work together in the presurgicalessment of ovarian
cancer risk," said study co-author Fred UelandD Massociate professor of gynecologic oncologhatUniversity 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 - 90 % . Recent publications have reinforced that the fitsgery is an important opportunity to improve @marcancer survival by
ensuring that cancers are detected earlier andhtéatare operated on by the most experiencedaljgsi Second, this study provides new
evidence of how menopausal status, imaging and Qi6dte 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@\0Al 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 andA@\écore interact in the assessment of ovarianesaigk. 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."

In May 2014, we announced a Vermillion - fundeddgtwith Moffitt Cancer Center in Tampa, FI oridehélpurpose of the study
is to produce clinical and economic data to suppaoréw value-based practice model that may impsaveival, quality of life and cost-
effectiveness of care for patients with ovarianceainlt features two phases . The first phaskbeiretrospective, and will benchmark the
care standards and variances provided to patidtiiowarian, fallopian tube and/or primary peritaheancer. The second phase will
model improvements in care quality and cost that baafforded by creating a standardized triagerdtgn employing different FDA-
cleared or prototype multi-marker blood tests, glaith established clinical diagnostic or prognossictors such as pelvic exams and
ultrasound imaging.

In May 2013, the SGO issued a position staterorr®VAL. This second SGO statement on OVA1 sitec€DA clearance in
2009 represents another significant step towardmeace of OVAL as the standard of care for présalig evaluating the risk of ovarian
cancer in women with adnexal masses. The statetited “Multiplex Serum Testing for Women with IRie 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 imifgdig 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]JR2kults from such tests should not be interpretéddendently, nor be used
in place of a physician’s clinical assessment. Rigfss are strongly encouraged to reference the BC©2011 Committee
Opinion “The Role of the Obstetrician-Gynecologisthe Early Detection of Epithelial Ovarian Cariderdetermine an
appropriate care plan for their patients. It is amant to note that no such test has been evalfatede as, nor cleared by, the
FDA as a screening tool for ovarian cancer. SGG aa¢ formally endorse or promote any specific patsl or brands. ”

We believe the position statement does two things:

1. Lists as references thmiblications of OVALl's two pivotal clinical studiesomprised of the original FDA validation stt
published in June 2011 and the OVA500 "intended stely published in 2013. Together, this offerseatensive, peereviewec
proof source for physicians and payers to asses&1@\tlinical performance and comparative mediaaidiits versus toda’
standard of care

2. Places OVAL1 use in the context of current AC@r@ctice guidelines, where CA125 has been usethbét for many years
predict malignancy before surgery, although witleriior performancas compared to OVA.

On March 27, 2015, initial results from a codeefiven ess analysis study w ere presented aftireial Meeting of the
American College of Medical Quality in Alexandridirginia. The study was co-authored by Dr. Rol®rBristow and Dr. Gareth K.
Forde, clinicians at the University of Californialevine (“* UC Irvine "), and Dr. John Hornbergex leading health economist at Stanford
University School of Medicine. This new study, #etl: “Cost Effectiveness Analysis of a Multivagdhdex Assay compared to Modified
ACOG Criteria and CA-125 in the Triage of WomenhwAdnexal Masses”, further establishes importamaathges that OVAL1 may
provide in the detection, triage and cost-effecthenagement of ovarian cancer.
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The study compared clinical outcomes and costggudiAl versus the off-label but commonly used CA12 CA 125-11 "),
an ovarian cancer biomarker, or current gynecolbggt-practice care known as Dearking-modified AC§@&lelines ( “ mod-ACOG ).
Model endpoints included overall survival, costsality-adjusted life years ( “ QALY ") and incremtal cost effectiveness ratio. The
analysis considered a lifetime horizon from thengdpoint of a public payer (using Medicare reimbuoreat rates) and an accepted cost-
effectiveness threshold of $50,000 per QALY.

Several important health economic and quality auies conclusions were reported in the new study:
« Use of OVA1 resulted in fewer projected re-operaiand pre-treatment CT scans versus CA 125-llaat-ACOG ,

« OVALl was QALY-increasing and cost-effective relatio CA 125-11 or mod-ACOG ,

e ICERs of $12,189/QALY and $35,094/QALY were caltathfor OVA1 versus CA 125-11 and mod-ACOG, respey;
resulting in & cos-effective” outcome based on the $50,000 thresl, and

« Relative to the be-practice mo-ACOG benchmark, OVAL projected an annual increagmtient survival and QALY in exce
of 1,000 years, when the surgical cohort was ptegeto national annual adnexal mass surgeriesdimguabout 22,000 new ca
of ovarian cance

Current and former academic and research institsitibat we have or have had collaborations witludethe 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@linic of Gynecology and
Clinic of Oncology, Rigshospitalet, Copenhagen @nsity Hospital (“Rigshospitalet”) ; the Ohio Stateiversity Office of Sponsored
Programs (“OSU”) ; Stanford; the University ofi€ecky (“UK”) and UC Irvine .

The Diagnostic M arket

The economics of healthcare demand effective dimdesft allocation of resources which can be acdishpd through disease
prevention, early detection of disease leadingattyentervention, and diagnostic tools that caage patients to more appropriate therapy
and intervention. Visiongain , an independent bessrinformation provider, predict ed that the waitte market for in vitr o diagnostics
(*IVDs ") would generate nearly $60.0 billion séles in 2014. We have chosen to concentratbusimess focus in the areas of
oncology and women'’s health where we have estalisirong key opinion leader s, and provider arigpiarelationships . Demographic
trends suggest that, as the population ages, tidedrom gynecologic diseases, including cancersil] increase 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 testsdinatitaneously measure
multiple biomarkers. A biomarker is a biomolecutesariant biomolecule that is present at measurgtagter or lesser concentrations in a
disease state versus a normal condition. Conveaitfotein tests measure a single protein biomask&reas most diseases are complex.
We believe that efforts to diagnose cancer andrathmplex diseases have failed in large part becthesdisease is heterogeneous at the
causative level (i.e. , most diseases can be ttacedlltiple potential etiologies) and at the humesponse level (i.e. , each individual
afflicted with a given disease can respond to &filatent in a specific manner).

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 has allbagd will continue to allow us to create diagnotsts with sufficient sensitivity and
specificity about the disease state to aid the iplaysconsidering treatment options for patientdhwomplex diseases. Such assays are
commonly referred to as IVD MIA (also known asMitro Diagnostic Multiv ariate Index Assays), aoffen utilize advanced algorithms
based on logistic regression, pattern recognitiahthe like. Often, IVDMIA algorithms are non-intivie, and therefore require rigorous
clinical validation and error modeling. Vermilliand its collaborators are expert in these areakiraiie case of OVA1L, presented both
the clinical validation and error modeling neededider to gain 510(k) clearance of OVAL as an Bfitware 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 ") estimatet bver 2 1,000 new ovarian cancer cases witliagnosed in 201 5, with greater
than 75% of the patients diagnosed in the lateestafithe disease in which the cancer has sprgahti¢he ovary. Unfortunately, ovarian
cancer patients in the late stages of the disemg=dnpoor prognosis, which leads to high mortaditgs.
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According to the A CS , when ovarian cancer is digsgd at its earliest stage, the patient has absyevival rate of 93%. Ovarian cancer
patients have up to a 90% cure rate following syrgad/or chemotherapy if detected in stage 1. Hewenly 19% of ovarian cancer
patients are diagnosed before the tumor has sprdaitle the ovary. For ovarian cancer patientsrdiagd in the late-stages of the disease,
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, there is a diial need for a diagnostic test that can providegadte predictive 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 woanebe as high as 5% . A dnexal masses anghihto be even more common in
premenopausal women, but there are more non-pEsighysiologic ovarian masses in this demogragidap . Ina prostate, lung,
colorectal and ovarian cancer study, 28, 519 pastapausal women were screened for ovarian maligreamd 4.7% received an
abnormal ultrasound. According to 2010 U . 8nsus data, there are 36.8 million women betweenagle s of 50 and 70 in the U.S. ,
suggesting that there are more than 1.7 millioreadhmasses in this segment alone. Although matiyese do not present to the
physician or are not concerning enough to warrargesy, those that do require evaluation for tkelihood for malignancy could
potentially benefit from the use of OVAL .

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 ursdetection 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 guidelipegform only modestly in identifying early stageacian cancer and malignancy in
pre-menopausal women. Efforts to improve deteatiocancer 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 overall .

Commercialization

We offer OVA1 both through Quest Diagnostics ad welASPIRA LABS. As a result of ongoing negotiaspon March 11,
2015, we reached a settlement agreement with Quaghostics that terminated all disputes relatedutoprior strategic alliance and loan
agreements. We also entered into a new commeagiaement with Quest Diagnostics. Pursuant toatirieement, Vermillion’s wholly-
owned subsidiary, ASPiIRA LABS , will begin to offé"WA1l testing to Quest Diagnostics customers. WeeekQuest Diagnostics to
transfer all OVAL U.S. testing services to ASPIRARS, starting with 39 states this year, while coning to provide blood draw and
logistics support by transporting specimens fracitents to ASPIRA LABS for testing for a periofitevo years from the date of the
agreement . Pursuant to the agreement, Quest Diagmwill also continue to offer OVAL servicesdhgh its own labs in the remaining
11 states, until ASPiRA LABS has obtained the sagigrovals required to provide those services. sQuil receive a fee for collection
and logistic support services it provides . PRerterms of the agreement, we will not offer tas&rg or future Quest Diagnostics
customers CA 125 - |l or other tests that Queagbostics offers.

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 201 4, virtually all of our
product revenue was generated through Quest B&tiga . In 2015, revenue will be generated thhoQuest Diagnostics and ASPIiRA
LABS. Outside the United States, laboratories megome customers, either directly with us or viarittigtion rel ationships established
between us and authorized distributors. In 20Wé& plan to begin to actively seek out distributoasthers outside the United States for an
anticipated 201 6 launch .

Research and Development

Our research and development efforts center oditoevery and validation of biomarkers and combamet of biomarkers that
can be developed into diagnostic assays. We d@tadominantly through collaborations we have distadd with academic
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institutions such as JHU and M.D. Anderson as aglthrough contract research organizations submexssionMed. In addition, we
actively seek collaborations and initiate dialoghwglinical academics, in order to generate pubibes, intellectual property or test
development in broader areas of gynecologic ongoéogl other gynecologic diseases .

Scientific Background

Genes are the hereditary coding system of liviuoisms. Genes encode proteins that are respofwildellular functions. The
study of genes and their functions has led to theostery of new targets for drug development. Itiusources estimate that, within the
human genome, there are approximately 30,000 gaftbsugh the primary structure of a protein isatatined by a gene, the active
structure of a protein is frequently altered bymattions with additional genes or proteins. Thegesequent modifications result in
hundreds of thousands of different proteins. Intémd proteins may interact with one another torfacomplex structures that are
ultimately responsible for cellular functions.

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

Relationship Between Proteins and Diseases

The entire genetic content of any organism, knosvitsagenome, is encoded in strands of deoxyrideiwacid (“DNA"). Cells
perform their normal biological functions throuditetgenetic instructions encoded in their DNA, whiesults in the production of
proteins. The process of producing proteins fromAD&lknown as gene expression or protein expresfidferences in living organisms
result from variability in their genomes, which caifect the types of genes expressed and the lef/gisne expression. Each cell of an
organism expresses only approximately 10% to 20%efenome. The type of cell determines which geamne expressed and the amount
of a particular protein produced. For example rlisells produce different proteins from those pratuby cells found in the heart, lungs,
skin, etc. Proteins play a crucial role in virtyadll biological processes, including transportatiamd storage of energy, immune
protection, generation and transmission of neryauises and control of growth. Diseases may be ddaga mutation of a gene that alters
a protein directly or indirectly, or alters the ébwf protein expression. These alterations inf#rtiie 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 poislthat are used to detect thousands of individoiponents present in
human derived specimens. However, the vast majofitijese assays are used specifically to idestifgle protein biomarkers. The
development of new diagnostic products has beeitelinby the complexity of disease states, which b&gaused or characterized by
several or many proteins or post-translationallydified protein variants. Diagnostic assays thatlianged to the detection of a single
protein often have limitations in clinical specific(true negatives) and sensitivity (true positivdue to the complex nature of many
diseases and the inherent biological diversity agrmoopulations of people. Diagnostic products thatlianited to the detection of a single
protein may lack the ability to detect more compéseases, and thus produce results that are ptabtefor practical use. The
heterogeneity of disease and of the human respgortisease often underlies the shortcoming of sib@dmarkers to diagnose and predict
many diseases accurately.

Our Solution

Our studies in ovarian cancer have given us t@benderstanding of both the disease pathophygiadad the host response. By
using multiple biomarkers rather than a single t@idmar , we are able to better characterize theadie and host response heterogeneity.
In addition, by examining specific biomarkers ahelit variants , (e.g. , post-translational madifions ) , we believe we can improve
sensitivity and specificity over traditional diagmic biomarkers because these biomarker combirstiftect both the pathophysiology
and host response. This is accomplished using ferlarker panels coupled with multivariate pattetognition software to identify
IVDMIA algorithms which can be commercializeddisease-specific assays.

We are applying translational biomarker researlgfgrdhm 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 nigslytified protein markers to help physicians éxeftredict and manage disease and
treatment, and thereby improve patient outcomesaadall health economic resource utilization. afyples of diagnostic applications
include, but are not limited to: asymptomatic p@pioin screening, early detection, triage to spet&laid in diagnosis, prognosis or
disease sub-classification, prediction or seleatibtmerapy, monitoring of therapeutic responseesidual disease, monitoring for
recurrence or identification of appropriate fallbalserapy or clinical trial eligibility.
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We therefore anticipate ongoing and new partngrsshith leading scientific and clinical institut®mho have active proteomic
or genomic programs in the area of gynecologic eengcor with relevant clinical trial interests thvthe 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 paradigtrigtbased on risk estimation , multiple-biomaitesting and information
integration. This is based on the belief that caaoé other gynecologic disease s are heterogsraeuw, therefore, that relying on a
single disease biomarker to provide a simple “y@samswer is likely to fail. We believe that effeitio diagnose cancer and other complex
diseases have failed in large part because thasdise heterogeneous at the causative level, ngetirbhmost diseases can be traced to
multiple potential etiologies, and at the indivitltesponse level, meaning that each individualaétl with a given disease can respond to
that ailment in a specific manner. Consequentlguosis, disease monitoring and treatment decisiam$e challenging. This
heterogeneity of disease and difference in humgporese to disease and/or treatment underlies treesmings of single biomarkers to
predict and identify many diseases. A better undeding of heterogeneity of disease and human nsgpis necessary for improved
diagnosis and treatment of many diseases.

Validation of Biomarkers Through Proper Study Desig

Analysis of peer-reviewed publications reveals ataily reports of novel biomarkers or biomarkembinations associated
with specific diseases. Few of these are useccaligi As with drug discovery, preliminary researelsults fail to canvass sufficient
variation in study populations or laboratory prees and, therefore, the vast majority of candibbaiemarkers fail to be substantiated in
subsequent studies. Recognizing that validatidheoint at which most biomarkers fail, our stggtes to reduce the attrition rate
between discovery and clinical implementation biding validation into the discovery process. Bigkeas fail to validate for a number
of reasons, which can be broadly classified ingamalytical and analytical factors. Pre-analytfeators include study design that does
not mimic actual clinical practice, inclusion oktlwvrong types of control individuals and demograftias (usually seen in studies in
which samples are collected from a single insttti Analytical factors include poor control ovabbratory protocols, inadequate
randomization of study samples and instrumentdtiages ( e .g. , higher signal early in the expenital run compared to later in the
experimental run). Finally, the manner in which tta¢a are analyzed can have a profound impacteorettability of the statistical
conclusions.

When designing clinical studies, we begin with ¢hieical question, since this drives the downstredimical utility of the
biomarkers. With the starting point of building idation into the discovery process, we design tugtiss to include the appropriate cases
and control groups. We further incorporate anahitaelidation component within the discovery comgion We place an emphasis on
multi-institutional studies, inclusion of clinicgltelevant controls, using qualified and traineémapors 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 OVA1anwalyzed more than 2,500
samples from five additional medical centers piaoinitiating the prospective ovarian clinical sgufdr submission to the FDA. In
analyzing the complex proteomics data, we takesptital 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.

R&D- S ponsored | nitiatives to S upport M arket&elopment of OVA1

We have two ongoing R&D-sponsored initiatives tpart OVAL market development and adoption as gmaved standard of care in
the presurgical triage and evaluation of adnexasms. The first is a major clinical study of OVAdgused on its performance in the
predominantly pre-menopausal non- g ynecologicadagist patient population. The study, called OVA5®as published in the February
2013 edition ofcynecologic OncologyOVAS500 was conducted to confirm and extend tiheaark findings of Ueland and Miller ,
published inObstetrics & Gynecology the June 2011 edition, with a completely newospectively enrolled patient cohort. The findings
of OVAS500, reported itynecologic Oncologyare summarized in a preceding section of thisuahReport on Form 10-K. Three a
dditional follow-on manuscripts were published eep-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
part of this program, we are currently in discussioth a number of potential investigators to suppew research publications on
OVAL'’s clinical utility, cost-effectiveness, andteatial line extensions. While we are not alwaykbegtrty to announce such
collaborations , at least one study has begunlerggdatients under a clinical institution revieward approval.

New Ovarian Cancer Indications

While our focus on supporting the commercializaéi®©VAL is our primary priority, we also may e ®td our ovarian cancer franchise
beyond OVAL1 , enabled by several factors:

« We completed development and validation of a prodaprovement to OVA:, known as OVA2 with submission of
FDA 510(k) clearance applicatico n March6, 2015;
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« The collection of clinical samples from prospedivenrolled adnexal surgery patients enables furthemarker an
bio-analytical research, both in detection of ovariamoer and also markers and risk factors for ottyeregologi
diseases which present with similar signs and syms}

« Vermillion possessea large and growing portfolio of intellectual progye generated through collaborative researct
licensing;

« T he acquisition of Correlogi's assetin 2011br oughtwith it highly curated clinical samples, intelleatyproperty an
promising biomarker leads. These have the potemiglrther amplify our ovarian cancer diagnostffors in the
future;

« Clinical collaborations such as the independenticdi research program mentioned above typicaliyuite licensin
options when valuable intellectual property or proicopportunities resuland

« Vermillion's success in translating biomarkers into I-cleared, widely available commercial products @t
increasing interest in licensing, cearketing and/or acquisition of intellectual pradgeand products from academics
technology providers. We believe we are wmlbkitioned in gynecologic health markets to laumgw product
developed, licensed, -marketed or acquired by any of these ro.

Our research and development expenses were $ 4667and $ 2,595 ,000 for the years ended DeceBihe?0 1 4 and 20 1 3,
respectively. The increase from the prior year dues primarily to a significant increase in paymeot§HU support our platform
migration and next-generation diagnostic test maogr as well as expanded personnel and contractts wosupport those programs.

Commercial Operations

We have a commercial infrastructure, including salled marketing and reimbursement expertise. VWeoglsrate a national
CLIA certified clinical laboratory, ASPiRA LABS .Our sales representatives work to identify opputiees for educating general
gynecologists and gynecologic oncologists on theefits of OVAL1 . In March 2015, we announced B¥Al1 was CE marked, a
requirement for marketing the test in the Europgaion . In February 2015, Vermillion received 133485:2003 certification for our
quality management system from the British Stargl&mstitution (BSI), one of the world's leadingtderation bodies. We plan to target
markets outside of the United States once we hagetaed OVAL1 onto the Roche Cobas platform , wiicavailable globally. In 2015,
we plan to begin to actively seek out distribujoasiners outside the United States so that we reginbmarketing OVAL1 outside the
United States in 201 6 .

Approximately 16,839 OVAL tests were performed®12 compared to 17,004 in 2013 . Additionally, @stimate over 30% of
U.S. gynecologic oncologists are supportive ofdwagating the use of OVA1 for the triage of womdthvadnexal masses. This broad
number of specialists supporting the test indicateanderstanding of the clinical need and thétalaf OVA1 to serve a significant
market to assist physicians in triaging women wiecha specialist for surgery from those who camdaed by the primary physician.

In 2015, w e plan to continue to develop the raathrough exp erienced strategic account managenket development
specialists, customer account managers and aledien ce liaisons . As market awareness coeditm build, these managers are
focused on efforts that will have a positive impactregional payers and create positive coveragsidas. They are working with local
key opinion leaders and meeting with medical doescto discuss the clinical need, our technologgssment package and increasing
experience and cases studies showing the positieemes utilizing OVAL.

There are still obstacles to overcome and sigmificgilestones ahead . First, the average g yngisblwill only see about 2 to 4
patients per month who may need our test, addiadal effort will be required to establish a sistent ordering pattern. Second,
insurance coverage and patient bills are a cortoetire physician and can disrupt the ordering paté a generalist who is supportive of
OVAL.

Reimbursement

In the United States, revenue for diagnostic testses from several sources, including third-pagyegps such as insurance
companies , government healthcare programs, suktedigare and Medicaid and patients . Novitasitsmhs , the Medicare contractor
that has jurisdiction over claims submitted by Quiagnostics for OVAL , cover s and reimburses fOWAL1 . This local coverage
determination from Novitas Solutions essentiallpvide s national coverage for patients enrolleMédicare as well as Medicare
Advantage health plans. To the extent that tessitigansitioned from Quest Diagnostics to ASPIRABS\, we will assume responsibility
for billing third-party payers for OVAL.

T he American Medical Association (“ AMA ") Qunt Procedural Terminology (“ CPT ") Panel appradvan application for a
Category | CPT code for OVA1 which became effeclgauary 1, 2013. In December 2013, the CMS madmél determination and
authorized Medicare contractors to set prices faltighalyte Assays with Algorithmic Analyses (“* MAW") test CPT codes when they
determine it is payable. CMS also validated thaalgorithm has unique value by specifying that §lkpnot cross-walk ,
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should be used by contractors to price MAAA teste expe ct OVAL to be priced using the gap-f éthod . We will be engaged in that
process in 201 5 for pricing effective Januarydl, 8 . This decision also sets a precedent fagmizing the value of biomarker
developed tests and recognizing tests on the ta&yebring to clinical decision making and healtiecefficiencies.

New and innovative diagnostic tests often face beireement challenges that can affect adoptiorthitee key focus areas are
coding, claims, and coverage or pay e r adoption.

Coding

« OVAlis a new class of diagnosti, and therefore o specific code existeat the time of itlaunch. This is often tr
case with new diagnostic tests , and companiedillilising a miscellaneous code , which is thénpe¢ and Quest
Diagnostics implemented. A fter establishing OMA1he market, creating dem and and demonstrati@gtility of the
test, we applied for and received a CPT code dpdoif OVAL1 which was effective beginning Januan2013 .
Achievingtheunique Category | (PT code# 81503was a critical stefin ourcommercialization proces

« We believe Medicare currently reimburses OVA1 dtébper test . Our test list price through ASPIRABS is $1,495
per tes.

Claims Process

« Inthe early launch of a product, claims can beateid due to lack of medical necessity, lack oEpayderstanding , or
even billing process errors. To address thesesitene are engaging with physicians ' offices tsistsn the appeals
process to the extent we are able to obtain appe#dsdirectly or from Quest Diagnostics. We atiegithese claims to
educate payers and create awareness about theamesliessity of our tes

Payer Coverage

« Wehavecontinued to focus ongoing efforts toward obtaining natiocaverage 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 Paco provide a nucleus of materials tailored to eachidval Plan.

« We have launched a program to aid local key opitéaders 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 competiiaomong healthcare,
biotechnology and diagnostics companies attemppairtiscover candidates for potential new diagngaticiucts. These companies may:

« develop new diagnostic products in advance of wmiocollaborators;

« develop diagnostic products that are more effeaiveost-effective than those developed by us orcollaborators;

« Obtain regulatory clearance or approval of theagdistic products more rapidly thusor our collaborators; o

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

We compete with companies in the United Statesadndad that are engaged in the development and eceiatization of novel
biomarkers that may form the basis of novel diatindests. These companies may develop produdtstbaompetitive with and/or
perform the same or similar functions as the pr&slaffered by us or our collaborators, such as bitwer 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 fataries make tests in this manner for a particdilsease, 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
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because the testing services are not subject tatine clinical validation requirements that ardiapble to FDA-cleared or approved
diagnostic test kits.

In September 2011, Fujirebio Diagnostics receivbd Elearance for Risk of Ovarian Malignancy Algbrit (‘ROMA”). ROMA
combines two tumor markers and menopausal statug numerical score using a publicly availaigethm. Th is test has the sam e
intended use and precautions as OVAl. ROMAuigenitly marketed as having utility limited to dmtial ovarian cancers, which
accounts for 80% of ovarian malignancies. Basedupe results of a 2013 study, we believe that OWA& superior performance when
compared to the Fujirebio Diagnostics test .

In addition, competitors such as Becton Dickinsamaylt Corporation and Abbott Laboratories havdlmly disclosed that they
have been or are currently working on ovarian cad@gnostic assays. Academic institutions periaitiiaeport new findings in ovarian
cancer diagnostics that may have commercial value.

Intellectual Property Protection

Our intellectual property includes a portfolio afleed, co-owned or licensed patents and patentcgigins . As of December
31,2014, our clinical diagnostics patentfotio included 16 issued United States patemdspdnding United States patent
applications, and numerous pending patent appicstiind issued patents outside the United StateseTpatents and patent applications
fall into 30 patent families and are directed teesal areas of technology . Some, such as ovandrbeeast cancer, fall into our corporate
focus on gynecologic oncology and women'’s healttesE may be useful either in the development @npadrotected products or to
create intellectual property barriers to competinompanies. Others, such as PAD, Alzheimer's orradfegnostic technologies are not
core assets. However, they may in some cases praselicensing or royalty opportunities . Théaal diagnostics market includes
laboratories engaged in the research and develdmndfor manufacture of diagnostic tests using hiders, commercial clinical
laboratories, hospitals and medical clinics thafqren diagnostic tests.

O ur existing research collaboration agreement Wlith) extends through March 2016 . Collaboratiostzonder the JHU
collaboration were $ 1,323,000 and $ 658 ,00QHeryears ended December 31, 201 4 and 2@dspectively . In addition, under the
terms of our amended research collaboration agneewith JHU , we are required to pay the greatet%froyalties on net sales of
diagnostic tests using the assigned patents or&ntinimum royalties of $5 7 , 5 00. Other ingiibns and companies from which we
hold options to license intellectual property rethto biomarkers or are a co-inventor on applicatinclude UCL, M.D. Anderson, UK,
OSU, McGill University (Canada), Eastern Virginieellcal School, Aaron Diamond AIDS Research Cetd@&MB, Goteborg University
(Sweden), University of Kuopio (Finland), The Kalieke Universiteit Leuven (Belgium) and Rigshosigta

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 direntnpufacture the component assays, we are reqoiredintain supply agreements
with manufacturers of each of the assays. As gatio quality systems , reagent lots for thesags are tested to ensure they meet
specifications required for inclusion in OVAL . @mkagent lots determined by us as having met theseifications are permitted for use
in OVAL .

Environmental Matters
Medical Waste

We are subject to licensing and regulation undéeral, state and local laws relating to the hagdiind disposal of medical
specimens and hazardous waste as well as to sty said health of laboratory employees. ASPIRA LABSperated in material
compliance with applicable federal and state lamésr@gulations relating to disposal of all laborgtspecimens. We utilize outside
vendors for disposal of specimens. We cannot editgithe risk of accidental contamination or disghand any resultant injury from
these materials. Federal, state and local lawseqdations govern the use, manufacture, storagelling and disposal of these materials.
We could be subject to fines, penalties and damelgéss in the event of an improper or unauthorizdase 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 withrenmiental laws and regulations is
expensive, and current or future environmental leg@ns may impair our research, development odpction efforts.

Occupational Safety

In addition to its comprehensive regulation of safe the workplace, the Federal Occupational Sadeid Health Administration
has established extensive requirements relatimgtplace safety for healthcare employers whose&argrmay be exposed to blood-
borne pathogens such as HIV and the hepatitis.vitusse regulations, among other things, requin wractice controls, protective
clothing and equipment, training, medical follow;wpccinations and other measures designed to rzmiexposure to chemicals and
transmission of the blood-borne and airborne pathsgAlthough we believe that we have compliedlimaterial respects with such
federal, state and local laws, failure to compluldssubject us to denial of the right to condudctibass, fines, criminal penalties and other
enforcement actions.
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Specimen Transportation

Regulations of the Department of Transportatioe,ltfiernational Air Transportation Agency, the Rublealth Service and the
Postal Service apply to the surface and air tramafion of clinical laboratory specimens. Althougk believe that we have complied in
all material respects with such federal, statelaoal laws, failure to comply could subject us enil of the right to conduct business,
fines, criminal penalties and other enforcemeribast

Government Regulation

General. Our activities related to diagnostic products ar have the potential to be, subject to regwyabversight by the FDA
under provisions of the Federal Food, Drug and @Gbisnd\ct and regulations thereunder, including tations governing the
development, marketing, labeling, promotion, maotfang and export of our products. The Federald-@rug and Cosmetic Act
requires that medical devices introduced to thaddinbtates market, unless exempted by regulatethdsubject of either a pre-market
notification clearance, known as a 510(k) cleararc&l0(k)de novcclearance, or a pre-market approval (* PMA ") VA1 was cleared
by the FDA in September 2009 under the 51@é&novaguidelines. OVAL was the first FDA-cleared bloedttfor the pre-operative
assessment of ovarian masses . We submitted(k) ®1€arance application to the FDA for our secgederation biomarker panel in
early March 2015 with the goal of launching in #eeond half of 2015 . Pursuant to the 510(k)raleze process, the FDA may request
additional information, and could require additibdlénical evidence or analysis that may resultiétays to this launch projection. In
addition, one possible outcome of the 510(k) predgs finding that the product is “not substahtiehuivalent.” Such a finding could
require re-submission agla novdb10(k) or PMA, resulting in serious delays andsitk commercialization. If the FDA indicates that a
PMA is required for any of our potential futurenitial products, the application will require exteesclinical studies, manufacturing
information and likely review by a panel of expestgside the FDA. Additionally, the FDA generallgnclucts a pre-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 CLIA to perform higbneplexity testing. In addition to requiring apprbwa clearance for new products, the
FDA may require approval or clearance prior to retirlg products that are modifications of existimgducts or the intended uses of these
products. Additionally, the FDA will generally comct a pre-approval inspection for PMA devio@sir suppliers’ manufacturing
facilities are subject to periodic and unammeed inspections by the FDA and stateneigs for 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 @ER ASRs, we cannot ensure 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
ensure that we will pass an inspection, if and wihencurs. If the FDA believes that we or our digyg are not in compliance with
applicable laws or regulations, the FDA can iss&etan 483 List of Observations or warning lettextain or seize our products, issue a
recall notice, enjoin future violations and assgei and criminal penalties against us. In additiapprovals or clearances could be
withdrawn under certain circumstances.

ASPIRA LABS and any customers using our productgfimical use in the United States may be regdlateder CLIA, which is
intended to ensure the quality and reliability lirfiical laboratories in the United States by maimdaspecific standards in the areas of
personnel qualifications, administration, partitipa in proficiency testing, patient test managetnguality control, quality assurance and
inspections. The regulations promulgated under Gkdtablish three levels of diagnostic tests - ngnvedived, moderately complex and
highly complex - and the standards applicable ¢brécal laboratory depend on the level of thesésperforms.

FDA Regulation of Cleared Tests Once granted, a 510(k) clearance or PMA approvgl 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 padicd other regulations. In addition, we are resflito comply with the FDA’s QSRs,
which require that our devices be manufacturedrandrds be maintained in a prescribed manner wihect to manufacturing, testing
and control activities. Additionally, we may be gdt to inspection by federal and state regulaéggncies. 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 requirementslétreling and promotion. For example, the FDA phitkicleared 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 ymawed uses. Additionally, the FDA require s upéoform certain post-marketing
studies to verify or validate the clinical performsea of FDA- cleared tests , as is permitted byrthimtutory authority . Failure to comply
with our post-marketing study requirements may keaehforcement actions by the FDA, including sedzef our product, injunction,
prosecution and/or civil money penalties .
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In addition, the medical device reporting regulatiequires that we provide information to the FDAemever evidence
reasonably suggests that one of our devices may d¢ased or contributed to a death or seriousyingurwhere a malfunction has
occurred that would be likely to cause or contiébiat a death or serious injury if the malfunctioerg/to recur.

Foreign Government Regulation of Our Products ~ We intend to obtain regulatory approval in otbeuntries to market our
tests. Medical device laws and regulations ardfecein many of the countries in which we may dwsimess outside the United States.
These range from comprehensive device approvalresgants for some or all of our potential futuredical device products, to requests
for product data or certifications. The number aodpe of these requirements are increasing. Iniaddproducts which have not yet been
cleared or approved for domestic commercial distiitm may be subject to the FDA Export Reform antidcement Act of 1996 . Each
country also maintains its own regulatory reviewagass, tariff regulations, duties and tax requirgsyegproduct standards, and labeling
requirements. In March 201 5, OVAl was CE maykectquirement for marketing the test in the EaempUnion. In February 2015 ,
Vermillion also received ISO 13485:2003 certificatifor our quality management system from the &hristandards Institution (BSI), one
of the world's leading certification bodies.

Employees
As of December 31, 201 4 , we had 31 full-timgkyees. We also engage independent contractarstinoe 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.comWe will disclose on our website any waivers afamendments to, our Code of Ethics.

Corporate Information

We were originally incorporated in 1993, and we badinitial public offering in 2000. Our executiwffices are located at
12117 Bee Caves Road, Building Three, Suite 108tiAuTexas 787 38 , and our telephone numberlig)(519-0400. We maintain a
website at www.vermillion.com and www.aspiralab.caimere general information about us is available.

Information About Us

We file annual reports, quarterly reports, curmepiorts, proxy statements, and other informatiah ¥ie SEC. You may read and
copy any material we file with the SEC at the SERblic Reference Room located at the followingresdst

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, @joat contains reports, proxy statements, and atfi@mation 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 satiterial 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

The information contained on our website s is nobrporated by reference in this Annual Report om10-K and should not
be considered a part of this Annual Report on FDORK.

ITEM 1A, RISK FACTORS

Investing in our securities involves a high degoéesk. You should carefully consider the follogvitisk factors and uncertainties
together with all of the other information contaihi& this Annual Report on Form 10-K, including @urdited consolidated financial
statements and the accompanying notes in Parehh I8, “Financial Statements and Supplementary Datalf any of the following risks
materializes, our business, financial conditiomegsults of operations and growth prospects coddraterially adversely affected, and the
value of an investment in our common stock mayrdesignificantly. The risks and uncertainties désed below are not the only ones
we face. Additional risks and uncertainties notgemely known to us or that we
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currently deem immaterial may also materially achedy affect our business , financial conditionsulés of operations and growth
prospects

Risks Related to Our Business

If we are unable to increase the volume of OVAleslour business , results of operations and finehcondition w ill be adversely
affected.

We have experienced significant operating lossek gear since our inception and we expect to iacoet loss for fiscal year
2015 and the foreseeable future . Our losses tesudted principally from costs incurred in reséaaad development, sales and
marketing, and general and administrative costs.

All of our revenues have historically been genatdtem sales of OVAL tests performed by Quest Disgjes. Under our March
2015 agreement with Quest Diagnostics , OVAL tgstirthe United States will be transitioned fromeQuDiagnostics to ASPIRA
LABS. Whether OVAL1 testing is performed by Quegdhostics or us, if we are unable to increase/ttheme of OVAL sales, our
consolidated results of operations and financiabd@n would be adversely affected.

Virtually a Il of our revenue was derived from QueBiagnostics during 201 4, and there is noagantee that we will be able to
successfully market our test through additional afizels , including ASPIRA LABS , in the future .

Virtually all of our revenue during POwas derived through our strategic partnershtp @uest Diagnostics and was based on the
number of OVAL tests performed by Quest Diagnostits the reimbursement rate received by Quest D&ms for those tests. On
March 11, 2015, we entered into a new agreemeht@itest Diagnostics pursuant to which, Quest Diatitmhas agreed to transition
OVAL testing services for its customers to ASPIRABS. After such testing services have been tramgt to ASPIRA LABS, we will
still depend on Quest Diagnostics for blood draw kgistics for a significant portion of our speeins. There is no guarantee that Quest
Diagnostics will perform as expected, or providaufficient volume of OVAL test samples to suppant business. Due in part to this
uncertainty, we plan to offer OVA1 through addibehannels in the future. However, if we are nmicessful in adding additional sales
channels or if we do not experience growing OVAdt telumes or receive less reimbursement perhastéxpected, it could have a
material adverse effect on our revenue, resultgefations and financial condition . Delays intbeeipt of patient samples could result in
delayed product revenues, reduction in revenuesresubstantial additional costs.

Failures by third - party payers to reimburse OVAt changes or variances in reimbursement rates abaolaterially and adversely
affect our business, financial condition and resalbf operations .

Virtually a | | of our product revenue in 2014 wa@ependent on the amount Quest Diagnostics recéiwadthird-party payers for
performing OVAL tests, and our future revenues aldb be dependent upon third party reimbursentesurance coverage and
reimbursement rates for diagnostic tests are usmioegubject to change and particularly volatilemt the early stages of
commercialization. There remain questions as ta wki@nt third-party payers , like Medicare, Medticand private insurance companies
will provide coverage for OVAL and for which indt@aans. CMS is in the process of developing payntedies and reimbursement rates
under Medicare for certain next generation sequenieists which may include certain MAAA, such as OWA1 test. These new
payment codes and rates are expected by Janua®g @, but there is no guarantee that CMS willésthiem at that time, that the codes
will cover the OVAL test or that the payment rai#t ne comparable to current Medicare reimbursenh@rgls for the test. Such
uncertainty could create payment uncertainty freheopayers as well. The reimbursement rates YohDare largely out of our
control. We have had limited visibility into angexific payer-level reimbursement data for OVAldexe such data has been provided to
us by Quest Diagnostics once a year as part airthaal revenue true-up process. Quest Diagndsigadvised us that it has experienced
volatility in the coverage and reimbursement of Vdue to contract negotiation with third-party peyand implementation requirements
and that the reimbursement amounts it has recéigatthird-party payers varies from payer to pagerd, in some cases, the variation is
material. In addition, there is no guarantee thatthird-party payer experience will be similathat of Quest Diagnostics.

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 and decreased utilization of diagnostic msth as OVAL. From time to time, Congress hasidered and implemented changes to
the Medicare fee schedules in conjunction with lefigiy legislation, and pricing for tests coveredMBdicare is subject to change at any
time. Reductions in third-party payer reimbursetrates may occur in the future. Reductions inpthiee at which OVAL is reimbursed
could have a material adverse effect on our revenifave and Quest Diagnostics are unable to kstadnd maintain broad coverage and
reimbursement for OVAL or if third-party payers nbe their coverage or reimbursement policies vatpect to OVAL, our business,
financial condition and results of operations cdutdmaterially adversely affected.
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We may need to raise additional capital in the futuand if we are unable to secure adequate fundstemms acceptable to us, we may
be unable to execute our business plan.

We may seek to raise additional capital throughigheance of equity or debt securities in the puiiprivate markets, or
through a collaborative arrangement or sale oftas8elditional financing opportunities may not haiable to us, or if available, may not
be on favorable terms. The availability of finargcimpportunities will depend, in part, on marketditions, and the outlook for our
business. Any future issuance of equity securdresecurities convertible into equity could resalsubstantial dilution to our
stockholders, and the securities issued in suaiaading may have rights, preferences or privileggsor to those of our common stock.
If we are unable to obtain additional capital, waymot be able to continue our sales and marketiegearch and development or other
operations on the scope or scale of our currentigct

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

In 201 4, all of our product revenue was generatdéde United States. In 201 5, we plan to begiactively seek laboratory
customers and other distributors and partnersdritbie United States , so that we may begin dyrectindirectly marketing and selling
OVAL outside the United States in 201 6 . We matybe able to find suitable customers or otherithistors or partners outside the
United States that are willing to enter into busseelationships with us on terms that are advaotagto us or at all. Moreover, we may
be prohibited from directly or indirectly marketing selling OVAL in various jurisdictions outsideetUnited States if we are unable to
obtain applicable regulatory approvals. In additie will need to ensure that third-party paysrsluding insurance companies and
government payers, in jurisdictions outside thet&éthStates will pay or reimburse for OVAL testsf@ened in those jurisdictions.

If we are able to establish operations in countriestside of the United States, wenay be subject to political, economic and
other conditions affecting these countries that dduesult in increased operating expenses and regdian.

If we are able to execute on our plan to estakalisiarket for OVA1 outside the United States, thaeerisks inherent in
conducting business internationally, including fbiéowing:

« data privacy laws that may apply to the transmissioany client’ and employe¢ data to the United State

« i mport/export sanctions and restrictio

« ¢ ompliance with applicable anti-corruption laws;

« difficulties in managing international distribusor

e accounting, tax and legal complexities arisingrfriaternational operations;

« p otential difficulties in transferring funds geatzd overseas to the United States in a tax afficcenner; and
« political andeconomic instability, including recent recessionary tren

If we are able to establish operations in countriestside of the United States, changes in foreigwleange rates may adversely affect
our revenue and net income.

If we are able to successfully commercialize OVAdsae the United States, we expect that revendegpense from our
foreign operations will typically be denominatedaeal currencies, thereby creating exposure togésain exchange rates. Revenue and
profit generated by any international operatioritimérease or decrease as a result of changeseigh currency exchange rates. Adverse
changes to foreign exchange rates could decreasabhe of revenue we receive from our contemplatexinational operations and have
a material adverse impact on our business, reslutiperations and financial condition.
If we fail to continue to develop our existing tesblogies, we may not be able to successfully foatdwption of our products and
services .

Our technologies are new and complex, and are ctuiojehange as new discoveries are made. Newwttises and advancements
in the diagnostic field are essential if we aréotter the adoption of our product offerings. Depehent of our existing technologies
remains a substantial risk to us due to varioumfacincluding the scientific challenges involvedy ability to find and collaborate
successfully with others working in the diagno$ied, and competing technologies, which may pronare successful than our
technologies.
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We may not succeed in developing additional diagimproducts, and, even if we do succeed in devielgadditional diagnostic
products, the diagnostic products may never achisigmificant 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 bioeratlscovery efforts, as candidate biomarkers radyd validate results in larger
clinical studies or may not achieve acceptableléeoclinical accuracy. For example, markers beaiagluated for one or more next-
generation ovarian cancer diagnostic tests mapaetlidated in downstream pre-clinical or clinisaldies, once we undertake and
perform such studies. In addition, developmentrofipcts combining biomarkers with imaging, patiesit factors or other risk indicators
carry higher than average risks due to technitiaical and regulatory uncertainties. While we hawblished proof of concept on
combining OVA1 and imaging, for example, our akitib develop, verify and validate an algorithm thaheralizes to routine testing
populations cannot be guaranteed. If successikgulatory pathway and clearance/approval pravegsrequire extensive discussion
with applicable authorities and possibly, medicatgls or other oversight mechanisms. These posedevable risk in projecting launch
dates, requirements for clinical evidence and exadiiricing and return on investment. Although we engaging important stakeholders
representing gynecologic oncology, benign gyneoglpgtient advocacy, women'’s health research, reiggment and others, success,
timelines and value will be uncertain and requotve management at all stages of innovation angldpment.

Clinical testing is expensive, takes many yeartoplete and can have an uncertain outcome. Clifsidare can occur at any stage
of the testing. Clinical trials for our next gentéwa ovarian cancer tests, and other future diatimtssts , may produce negative or
inconclusive results, and we may decide, or regtdanay require us, to conduct additional clinexadi/or non-clinical testing on these
tests. In addition, the results of our clinicaalsimay identify unexpected risks relative to saéatefficacy, which could complicate, delay
or halt clinical trials, or result in the denial r@fgulatory approval by the FDA and other regulatarthorities.

If we do succeed in developing additional diagroossts with acceptable performance characteristiesnay not succeed in
achieving commercial market acceptance for thasts.t®ur ability to successfully commercialize diastic products, including OVAL,
will depend on many factors, including:

*  our ability to convince the medical community o tafety and clinical efficacy of our products aneir advantages over

existing diagnostic product

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 assibie
commercialization of these products in th.. S. and globally; anc

the scope and extent of the agreement by Medicat¢hdrd-party payers to provide full or partiaimbursement coverage
for our products, which will affect patients’ witigness to pay for our products and will likely hgainfluence physicians’
decisions to recommend or use our prodt

These factors present obstacles to commercial tetapof our existing and potential diagnostic piatd, for which we will have
to spend substantial time and financial resourg@w&rcome, and there is ho guarantee that webe/iluccessful in doing so. Our inability
to do so successfully would prevent us from geimggaevenue from OVAL and future diagnostic product

The diagnostics market is competitive , and we may be able to compete successfully, which woulgexrdely 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 OVt for a woman with an adnexal mass, obstetric@mgecologists, and gynecologic
oncologists may choose a different clinical optiwmone at all. If we are not able to convinceiclans that OVA1L provides significant
improvement over current clinical practices, outfigtto commercialize OVAL w ill be adversely affed. Additionally, in September
2011, Fujirebio Diagnostics received FDA cleamfor its ROMA test. ROMA combines two tumor magand menopausal status into
a numerical score using a publicly available altponi This test has the same intended use and pigtsias OVAL , and our revenues
could be materially and adversely affected if tH@MRA test is successfully commercialized. In additioompetitors, such as Becton
Dickinson, Arraylt Corporation, and Abbott Lab armés have publicly disclosed that they have beer® currently working on ovarian
cancer diagnostic assays. Academic institution®gieally report new findings in ovarian cancerghastics that may have commercial
value. Our failure to compete with any competitili@gnostic assay if and when commercialized codigesely affect our business ,
financial condition and results of operations .

We have priced OVAL1 at a point that recognizes/tilae-added by its increased sensitivity for ovari@alignancy. If others
develop a test that is viewed to be similar to OVMA&fficacy but is priced at a lower point, we farcbur strategic partners may have to
lower the price of OVAL in order to effectively cpete, which would impact our margins and poteriitiaprofitability.

18



Our diagnostic tests are subject to ongoing regfidn by the FDA ; the commercialization of our djmostic tests may be adversely
affected by changing FDA regulations ; and any dglay or failure of the FDA to approve our diagnosttests submitted to the FDA
may adversely affect our business , results of @pens and financial condition.

The FDA cleared OVA1 in September 2009. In corinaatith the clearance of OVA1 we agreed to condectain post-market
surveillance studies to further analyze performafd@VALl in pre- and post-menopausal women. Faitarcomply with our post-
marketing study requirements may lead to enforcémetions by the FDA, including seizure of our prot injunction, prosecution and/or
civil money penalties, which may harm our businessults of operations and financial condition.

Our activities related to diagnostic products arehave the potential to be, subject to regulatwgrsight by the FDA under
provisions of the Federal Food, Drug and Cosmeticahd regulations thereunder, including regulatigoverning the development,
marketing, labeling, promotion, manufacturing argdat of our products. Failure to comply with ajgglble requirements can lead to
sanctions, including withdrawal of products frore tharket, recalls, refusal to authorize governnientracts, product seizures, civil
money penalties, injunctions and criminal prosexuti

The Federal Food, Drug and Cosmetic Act requirasrtiedical devices introduced to the United Statasket, unless exempted by
regulation, be the subject of either a pre-markéfination clearance, known as a 510(k) clearamcgl0(k)de novcclearance, or a PMA.
Some of our potential future clinical products meguire a 510(k) or 510(kde novcclearance, while others may require a PMA. With
respect to devices reviewed through the 510(k)gs®cwve may not market a device until an ordessigdd by the FDA finding our product
to be substantially equivalent to a legally mardletevice known as a predicate device. A 510(k) ss&ion may involve the presentation
of a substantial volume of data, including clinidata. The FDA may agree that the product is snbatly equivalent to a predicate device
and allow the product to be marketed in the Un@&tes. On the other hand, the FDA may determitetie device is not substantially
equivalent and require a PMA or de novdb10(k), or require further information, such asitiddal test data, including data from
clinical studies, before it is able to make a dateation regarding substantial equivalence. By estjng additional information, the FDA
can delay market introduction of our products. Pgla receipt of or failure to receive any neceg&i0(k) clearance or PMA approval,
or the imposition of stringent restrictions on thakeling and sales of our products, could have &riehadverse effect on our business,
results of operations and financial conditionth FDA indicates that a PMA is required for anyaf potential future clinical products,
the application will require extensive clinical diess, manufacturing information and likely reviewd panel of experts outside the FDA.
Clinical studies to support either a 510(k) submis®r a PMA application would need to be condudtedlccordance with FDA
requirements. Failure to comply with FDA requirertsezould result in the FDA's refusal to acceptdiaga or the imposition of regulatory
sanctions. We cannot assure that any necessarly)%l€g¢rance or PMA approval will be granted omaety basis, or at all. To the extent
we seek FDA 510(k) clearance or FDA pre-market eygrfor other diagnostic tests, any delay by dufa of the FDA to clear or
approve those diagnostic tests may adversely affeatonsolidated revenues, results of operatiodgsiaancial condition.

| f we or our suppliers fail to comply with FDA ragrements for production, marketing and post - matkmonitoring of our products,
we may not be able to market our products and ssggiand may be subject to stringent penalties, pidestrictions or recall; further
improvements to our manufacturing operations may tegjuired that could entail additional costs.

The commercialization of our products could be geth halted or prevented by applicable FDA regatsti 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 QSR requirements , wraskablish extensive requirements for quality assmeand control as well as
manufacturing procedures. Failure to comply witkstiaregulations could result in enforcement actionss or our potential suppliers.
Adverse FDA actions in any of these areas couldifsigintly increase our expenses and reduce owng and profitability. We will need
to undertake steps to maintain our operationsimith the FDA’'s QSR requirements. Some componen@®VA1l are manufactured by
other companies and we are required to maintaiplg@greements with these companies. If these agrets are not satisfactory to the
FDA, we will need to renegotiate these agreemétg.failure to do so would have an adverse effector ability to commercialize
OVAL. Our suppliers’ manufacturing facilities argbect to periodic regulatory inspections by theAREhd other federal and state
regulatory agencies. If and when we begin commixirig and assembling our products by ourselvesfaxilities will be subject to the
same inspections. We or our suppliers may notfgatiech regulatory requirements, and any suchriaila do so may adversely affect our
business, financial condition and results of openat.

If our suppliers fail to produce acceptable or sidient stock, make changes to the design or labglof their biomarker kits or
discontinue production of existing biomarker kits instrument platforms , we may be unable to meetrket 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 identification,
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validation and 510(k) submission on a revised O\d&sign. Likewise, discontinuation or failure to pag or service the instruments may
pose risk to ongoing operations.

Effective December 2014, o ne of the five immunagssomponent kits that are used in OVAL cease@ wupported on the
instrument as the manufacturer transitioned toveenglatform. While we have not experienced andaoloanticipate disruption of
ongoing operations, failure of the manufacturgoravide extended service or support might harmbmsiness. W e are also planning on
consolidating the five OVA1 immunoassays onto glgimainstream automated platform and substitigingw immunoassay component
kit for the discontinuing kit as a mitigating agtioThese planned changes require a 510(k) cleaufamm the FDA. No assurances can be
made that the FDA will clear our 510(k) submissievhich was made in March 2015 . Any resultingrajption to our supply of OVA1
may adversely affect our business, financial camliand results of operations.

If we fail to maintain our rights to utilize intekctual property directed to diagnostic biomarkerge may not be able to offer diagnostic
tests using those biomarkers.

One aspect of our business plan is to develop ditgntests based on certain biomarkers, whichave lthe right to utilize through
licenses with our academic collaborators, suctHasand M.D. Anderson. In some cases, our collabosaiwn the entire right to the
biomarkers. In other cases, we co-own the biomankdth our collaborators. If, for some reason, e&elour license to biomarkers owned
entirely by our collaborators, we may not be ablage those biomarkers in diagnostic tests. Ifoge bur exclusive license to biomarkers
co-owned by us and our collaborators, our collatoosamay license their share of the intellectuabgerty to a third party that may
compete with us in offering diagnostic tests, whighuld materially adversely affect our businesssuits of operations and financial
condition.

If a third party infringes on our proprietary righ$, we may lose any competitive advantage we mag hawa result of diversion of our
time, enforcement costs and the loss of the exalifngiof our proprietary rights.

Our success depends in part on our ability to raairdnd enforce our proprietary rights. We relyaoczombination of patents,
trademarks, copyrights and trade secrets to protediechnology and brand. We have submitted a euwipatent applications covering
biomarkers that may have diagnostic or therapeudility. Our patent applications may or may notuleg additional patents being issued.

If third parties engage in activities that infringe our proprietary rights, we may incur significansts in asserting our rights , and
the attention of our management may be divertes fsar business . We may not be successful irtaggeur proprietary rights
which could result in our patents being held indali a court holding that the competitor is notinging, either 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 coddena material adverse effect on our businessptidated results of operations and
financial condition.

If others successfully assert their proprietary hts against us, we may be precluded from making aedling our products or we may
be required to obtain licenses to use their tectomy.

Our success depends on avoiding infringing on tbpnetary technologies of others. If a third pastgre to assert claims that we are
violating its patents, we might incur substantiadts defending ourselves in lawsuits against clsasfipatent 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 angite consuming to defend.

We are from time to time subject to legal procegsdiand 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 daert 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 counterpartyvisuaed equitable relief, such as an injunction]ddarm our business, results of
operations and financial condition.
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Because our business is highly dependent on keycatieges and employees, our inability to recruit anetain these people could hinder
our business plans.

We are highly dependent on our executive officeis @rtain key employees. Our executive officers keey employees are
employed at will by us. Any inability to engage newecutive officers or key employees could impaetrations 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, regulatdigjirafand clinical diagnostics. Competition for tiied employees is intense.

If we lose the services of any executive officarke&y employees, our ability to achieve our bussrgectives could be harmed,
which in turn could adversely affect our businefisancial condition and results of operations .

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

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

Business interruptions could limit our ability togerate 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 comprehensive disaster
recovery plan, and our back-up operations and basimterruption insurance may not be adequatertgpensate us for losses we may
suffer. A significant business interruption couddult in losses or damages incurred by us andnegsito cease or curtail our operations.

Legislative actions resulting in higher compliana®sts may adversely affect our business , financiahdition and results of
operations .

Compliance with laws, regulations and standardatirg to corporate governance and public disclgsooduding the Sarbanes-
Oxley Act of 2002, and new regulations adoptedhey$EC, are resulting in increased compliance cdéts like all other public
companies, are incurring expenses and divertingaraps’ time in an effort to comply with Sectiond6f the Sarbanes-Oxley Act of
2002. The SEC and other regulators have contimuadapt new rules and regulations and make additimanges to existing regulations
that require our compliance. In July 2010, the D&daink Wall Street Reform and Consumer Protectiof) & the Dodd-Frank Act, was
enacted. There are significant corporate governandeexecutive compensation related provisioneértodd-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.

Changes in healthcare policy could increase our toand impact sales of and reimbursement for oustte

In March 2010, President Barack Obama signed thierR#@rotection and Affordable Care Act, as amerulethe Health Care and
Education Affordability Reconciliation Act (collegely, the “PPACA”). Pursuant to the PPACA, bedimin 2013, each medical device
manufacturer has paid a sales tax in an amount &g@a8 % of the price for which such manufactugelts its medical devices. The
PPACA also mandated a reduction in payments of4.f5 the years 2011 through 201fer clinical laboratory services paid under the
Medicare Clinical Laboratory Fee Schedule. Thisiaipent was in addition to a productivity adjustirterthe Clinical Laboratory Fee
Schedule. In April 2014, President Barack Obargaed the Protecting Access to Medicare Act of 20d¥¢ch halted certain reductions
in payment mandated by the PPACA as well as ce@MS policies, and will instead establish a matb@sed reimbursement system for
clinical laboratories beginning in 2017 and requéporting of certain private payer reimbursemexitidy laboratories beginning in
2016. CMS also issued various regulations andaguiel generally effective January 1, 2014 that éichieimbursement for clinical
laboratory tests as a general matter, but perniiie@¢ontinued ability for CMS to pay for MAAAs gertain circumstances. In addition to
these changes, a number of states are also comtimgpdignificant reform of their healthcare padgi We cannot predict whether future
healthcare initiatives will be implemented at teddral or state level, or the effect any futuréslegion or regulation will have on us. The
taxes imposed by the PPACA have resulted in deedeaofits to us and lower reimbursements by pafgersur tests. Other changes to
healthcare laws may adversely affect our busirfiges)cial condition and results of operations.

W e are subject to environmental laws and potengaposure to environmental liabilities.
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We are subject to various international, fedetakesand local environmental laws and regulatibas govern our operations,
including the handling and disposal of non-hazasdemd hazardous wastes, the recycling and treawhefectrical and electronic
equipment, and emissions and discharges into tfieoement. Failure to comply with such laws andulagions could result in costs for
corrective action, penalties or the imposition tifes liabilities. We are also subject to laws aegulations that impose liability and clean-
up responsibility for releases of hazardous substmto the environment. Under certain of thewes land regulations, a current or
previous owner or operator of property may be &dbl the costs to remediate hazardous substangestroleum products on or from its
property, without regard to whether the owner agrapor knew of, or caused, the contamination, dsagéncur liability to third parties
affected by such contamination. The presence dgilure to remediate properly, such substance&dcmversely affect the value and the
ability to transfer or encumber such property.

The success of ASPIRA LABS depends, in part, on ahility to generate sufficient demand for its s@®s to cover the
laboratory’s operating costs, and there is no assuce that we will be able to do so successfully.

The launch of our new clinical laboratory, ASPIRARS, involves significant costs to us, including tosts of laboratory
equipment and facilities, outside consulting fewsiranding and other services and other genecehdministrative expenses. We expect
to continue to incur significant costs to opera®#RA LABS in the future, such as salaries andedlaxpenses for personnel, regulatory
compliance costs and ongoing costs of outsourdiadaservices. There is no guarantee that welvélbable to generate a sufficient
volume of patients to access the laboratory anideiits offerings to cover the fixed and ongoirggts of ASPIRA LABS.

R evenue from ASPIRA LABS has been minimal to dated there is no guarantee that we be able tagensufficient revenue
in the future to offset our costs . Our inabililysuccessfully develop sufficient demand for tlegdostic tests processed by the laboratory
could delay or prevent ASPIRA LABS from generatingterial revenue, and we may not achieve revenugotitability from ASPIRA
LABS in the foreseeable future, if at all. If weeamable to generate revenues or achieve profitghile may be unable to continue our
ASPIRA LABS operations or we may be unable to exipaur offerings at ASPiIRA LABS beyond ovarian cartoeother gynecologic
conditions with high unmet need as we intend .

The launch of ASPIRA LABS requires us to comply lvitumerous laws and regulations, which is expensared time-
consuming and could adversely affect our businef@sancial condition and results of operations, arahy failure to comply could result
in exposure to substantial penalties and other hatonour business.

In June 2014, we launched a clinical laboratoryPA&3\ LABS. Clinical laboratories that perform tests human subjects in the
United States for the purpose of providing inforimator the diagnosis, prevention or treatmentisédse must be certified under CLIA
and licensed under applicable state laboratory.I&@Nk$A regulates the quality of clinical laboratamsting by requiring laboratories to
comply with various technical, operational, persglrand quality requirements intended to ensurettiegaservices provided are accurate,
reliable and timely. State laws may require thalitawhal quality standards be met and that detaieibw of scientific validations and
technical procedures for tests occur.

We received our temporary CLIA Certificate of Rettation effective February 18, 2014 and , ahefdate of this Annual
Report on Form 10-K, we are in the process of abtgia full Certificate of Accreditation and stdaboratory licensure from certain
states. We are subject to periodic surveys ancatgms to maintain our CLIA certification, and Bueertification is also required to
obtain payment from Medicare, Medicaid and certdiver third-party payers. Failure to comply withl& or state law requirements may
result in the imposition of corrective action oe ttenial, suspension or revocation of our CLIAifiedtion or state licenses. If our CLIA
certification or state licenses are denied, suspetiod revoked or our right to bill the Medicare aviddicaid programs or other third-party
payers is suspended, we would no longer be alsleltour tests, which would adversely affect ousibess, financial condition and results
of operations.

In addition, no assurance can be given that ASRIRBS ' suppliers or commercial partners will rema compliance with
applicable CLIA and other federal or state regulatequirements for laboratory operations and ngstASPIRA LABS'’ facilities and
procedures and those of ASPIRA LABS’ suppliers emishmercial partners are subject to ongoing reguiatncluding periodic inspection
by regulatory and other government authoritiessides regulatory actions for non-compliance coulclude warning letters, fines,
damages, injunctions, civil penalties, recallszses of ASPIRA LABS’ products, and criminal prosgen.

Our clinical laboratory business is also subjecegulation at both the federal and state levéhénUnited States, as well as
regulation in other jurisdictions outside of theildd States, including:

« Medicare and Medicaid coverage, coding and paymegulations applicable to clinical laboratories;

« the Federal Anti Kickback Statute and stai-kickback prohibitions;

« the federal physician self-referral prohibitim@mmonly known as the Stark Law, and state sedfrraf prohibitions;
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« the Medicare civil monetary penalty and exclusiequirements;
« the Federal False Claims Act civil and criminahplties and state equivalents; and

« the Federal Health Insurance Portability and Actability Act of 1996 (“HIPAA”) as amended by the
Health Information Technology for Economic anéh@ial Health Act of 2009 (“HITECH”);

Many of these laws and regulations prohibit a labamy from making payments or furnishing other Bigsi¢o influence the
referral of tests (by physicians or others) thatlgiied to Medicare, Medicaid or certain otherefal or state healthcare programs. The
penalties for violation of these laws and regulaimay include monetary fines, criminal and ci@hplties and/or suspension or exclusion
from participation in Medicare, Medicaid and otfexleral healthcare programs. Several states hmikaslaws that may apply even in the
absence of government payers. HIPAA and HITECHsamilar state laws seek to protect the privacy sexlrity of individually
identifiable health information, and penalties ¥@lations of these laws may include required réipgrof breaches, monetary fines and
criminal or civil penalties.

While we seek to conduct our business in compliavite all applicable laws and develop compliancégies to address risk as
appropriate, many of the laws and regulations apple to us are vague or indefinite and have nen lireterpreted by governmental
authorities or the courts. These laws or regulat@so could in the future be interpreted or apigtie governmental authorities or the
courts in a manner that could require us to chang®perations.

Any action brought against us for violation of thes other laws or regulations (including actionsught by privatejui tam
“whistleblower” plaintiffs), even if successfullyefended, could divert management’s attention frambaisiness, damage our reputation,
limit our ability to provide services, decrease dewhfor our services and cause us to incur sigmfiexpenses for legal fees and
damages. If we fail to comply with applicable laawsd regulations, we could suffer civil and crintipanalties, fines, recoupment of funds
received by us , exclusion from participation iddeal or state healthcare programs, and the logar@fus licenses, certificates and
authorizations necessary to operate our businessal¥é could potentially incur additional liabiis from third-party claims. If any of the
foregoing were to occur, it could have a materibleaise effect on our business, financial conditiod results of operations.

In the future, we plan to develop and perform LDas ASPIRA LABS. If the FDA proceeds with its plats actively regulate
LDTs, we may need to obtain a 510(k) clearancd”®iA for our future LDTs, and there is no guarante@at we would ever procure
the needed FDA clearance or approval.

We intend to develop and perform LDTs at ASPiRA L&\B he FDA has historically exercised enforceméstrdtion and not
required approvals or clearances for LDTs. Howavduly 2014, the FDA notified Congress of its imtéo issue two draft guidance
documents regarding oversight of LDTs. If the FDAreto issue and finalize those draft guidancgseriding on the level of risk of the
test, a laboratory might have to submit a PMA akyees 12 months after the guidance is finalizedild be exempt from pre-market
review altogether, or have to submit a PMA or 5)8¢kmetime after 12 months after the guidancenaified.

The FDA's proposed framework in the notificationGongress also outlines post-market controls inofydegistration and listing or
FDA notification, compliance with the QSR requirart®e and adverse event reporting that will be meglof all LDTs except for those for
forensic (law enforcement) use and transplantatioaddition, the FDA has indicated that if a ladtory runs a test that has received a 510
(k) clearance in a manner that is different from itistructions for use, then the FDA will consitieat changed test to be a LDT.

Even before the FDA finalizes such guidance, thé Riay assert that a test that we believe to beldhis not an LDT and could require
us to seek clearance or approval to offer suck festlinical use. If the FDA pre-market reviewapproval is required for any of the
future LDTs we may develop, we may be forced tp stelling our tests or be required to modify clamnsnake such other changes
while we work to obtain FDA clearance or appro@lr business would be negatively affected untihswwiew is completed and
clearance to market or approval is obtained.

If pre-market review is required by the FDA or iéwlecide to voluntarily pursue FDA pre-market rewa our future LDTs, there
can be no assurance that any tests we develop fatiire will be cleared or approved on a timelgibaif at all. Ongoing compliance with
FDA regulations for those tests would increasectis of conducting our business and subject ugighkened regulation by the FDA and
penalties for failure to comply with these requissts.

Risks Related to Owning O ur Stock

The liquidity and trading volume of our common stoeay be low , and our ownership is concentrated.
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The liquidity and trading volume of our common $td@s at times been low in the past and may agalovb in the future. If the
liquidity and trading volume of our common stockaw, this could adversely impact the trading pi¢®ur shares , our ability to issue
stock and our stock holders * ability to obtaguildity in their shares. The issuance of commawlsby us in May 2013 and subsequent
warrant exercise in December 2013, and the igsuaf common stock by us ilDecember 2014 , involved a significant issuance of
stock to a limited number of investors, signifidgnmcreasing the concentration of our share owriprs a few holders.

According to information provided on Schedule 18@yr persons beneficially owned approximately 58%ur outstanding shares
of common stock as of March 27 , 2015, and unddap 2013 stockholders agreement, two of these persave certain rights to
designate a director to be nominated by us to semtbe Board of Directors . As a result, theseldiolders will be able to affect the
outcome of, or exert significant influence ovelnaatters requiring stockholder approval, includthg election and removal of directors
and any change in control. In particular, this @mration of ownership of our common stock couldenthe effect of delaying or
preventing a change in control of us or otherwisealiraging or preventing a potential acquirer frattempting to obtain control of us.
This, in turn, could have a negative effect onrttegket price of our common stock. It could alsovpre our stockholders from realizing a
premium over the market prices for their sharesooimon stock. Moreover, the interests of this catre¢gion of ownership may not
always coincide with our interests or the interegtsther stockholders. The concentration of owlnigralso contributes to the low trading
volume and volatility of our common stock.

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 revenand volumes of OVA;

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

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

« announcements or introductions of hew producteorices or technological innovations by us or aampetitors;

« publicity regarding actual or potential discoverddiomarkers by others;

« comments or opinions by securities analysts okéimiders;

« conditions or trends in the pharmaceutical, biatebbgy or life science industries;

« announcements by us of significant acquisitionsdiaestitures, strategic partnerships, joint vessuor capital
commitments

« developments regarding our patents or other irttieléé property or that of our competito

« litigation or threat of litigation

« additions or departures of key person

« limited daily trading volume

« economic and other external factors, disastersises; and

« our announcement of additional fundraisings.

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 suibistiecosts, potential liabilities and the
diversion of our attention and our resources.

Anti-takeover provisions in our charter, bylaws,tatr agreements and under Delaware law could makshied party acquisition of the
Company difficult.

Certain provisions of our certificate of incorpaoatand bylaws may have the effect of making it endifficult for a third party to
acquire, or of discouraging a third party from eding to acquire, control of us, even if a chaafieontrol might be deemed beneficial to
our stockholders. Such provisions could limit ginige that certain investors might be willing toypa the future for our securities. Our
certificate of incorporation eliminates the riglitstockholders to call special meetings of stockad or to act by written consent without
a meeting, and our bylaws require advance noticstéckholder proposals and director nominatiorficitvmay preclude stockholders
from bringing matters before an annual meetingaldolders or from making nominations for direstat an annual meeting of
stockholders. Our certificate of incorporationoadgithorizes undesignated preferred stock, whidkesa possible for our board of
directors, without stockholder approval, to issuef@rred stock with voting or other rights or prefeces

24



that could adversely affect the voting power ofdeos of common stock. In addition, the likelihdbdt the holders of preferred stock will
receive dividend payments and payments upon ligoid&ould have the effect of delaying, deferrimgpeeventing a change in control .

In connection with our private placement offerifgcommon stock and warrants on May 13, 2013, weredtinto a stockholders
agreement which , among other things, includesesgeats limiting our ability to effect a change ontrol without the consent of at least
one of the two primary investors in that offerifidpese and other provisions may have the effecefdrdng hostile takeovers or delaying
changes in control or management of us. The amemidoh@ny of the provisions of either our certitieaf incorporation or bylaws
described in the preceding paragraph would regquatenly approval by our board of directors andaffemative vote of at least 66 2/3%
of our then outstanding voting securities, but dfeoconsent of at least one of the two primarg#ters in the May 2013 offering . We
are also subject to certain provisions of Delavwanethat could delay, deter or prevent a changmirtrol of the Company. These
provisions could make a third-party acquisitiortted Company difficult and limit the price that irsters might be willing to pay in the
future for shares of our common stock .

We could face adverse consequences as a resulteofittions 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 noimtaractions between stockholders and manager8eich activism, and any related
negative publicity, could result in substantialtsabat 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 OVA1, delay the development and commerzadion of new tests and further
adversely affect the trading price of our commamtlkstand increase its volatility. In addition, thaigists may have little or no experience
in the diagnostics industry or may seek to eleanbyers to our Board of Directors with little or ngperience 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 ldhmdders will benefit from an investment in our camon 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 comnstock or other securities in the future to meetratapital requirements , which
could cause significant dilution.

As of December 31, 201 4 , we had 43,11 5, 79€eshaf our common stock outstanding and 737,43resha our common stock
reserved for future issuance to employees, dire@od consultants pursuant to our employee staaispivhich excludes 1, 711,046
shares of our common stock that were subject tstanding options. In addition, as of December 2014 , warrants to purchase
4,629 ,000 shares of our commo n stock were outistgn These warrants are exercisable at thei@heaf the holders thereof at an
average exercise price of $ 1. 96 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.

If an increase to the 2010 Stock Incentive Plannist approved by stockholders, the limited numbeisbfres we could issue may impact
our ability to attract, retain and motivate key pmnel .

We have a limited number of shares available uttdekermillion Inc. Amended and Restated 2010 Stackntive Plan (the “2010
Plan™). We plan to seek stockholder approval oinrgnease in the number of shares available foaissel under the 2010 Plan, but there
can be no assurances that such increase will bexaggh We have historically used stock options sigjaificant component of our
employee compensation program in order to alignleyees’ interests with the interests of our stodttbs, encourage employee
retention, and provide competitive compensatiorkages. If we are unable to increase the numbenares available under the 2010 Plan,
our ability to offer attractive equity incentive amls in the future may be limited or nonexistertt avay make it more difficult for us to
attract, retain and motivate key personnel.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our principal facility is located in Austin, Texamd the ASPIRA LABS facility is located in Georgen, Texas. The following
chart indicates the facilit ies that we lease,ltitation and size of each facility and its deatgd use. We believe that these facilities are
suitable and adequate for our current needs.

Approximate
Location Square Feet Primary Functions Lease Expiration Date
Austin, Texas 7,270 sq. ft. Research and devedopnelinical May 31, 201 6
and regulatory, marketing, sales and
administrative office:
Georgetown, Texe 877sq. ft. Diagnostic laborator June 30, 201

ITEM 3. LEGAL PROCEEDINGS

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

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQ UITY , RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock is traded ont he N ASDAQ @dpiMarket under the symbol “VRML.”

On March 26, 2015, there were 89 registaders of record of our common stock. The clogirige of our common stock
on March 26, 2015was $1.85.

The following sets forth the quarterly high and lading prices as reported by The Nasdaq Globakétand NASDAQ
Capital Market for the periods indicated.

2014 2013
High Low High Low
First Quarter $ 383 $ 233 $ 310 $ 1.97
Second Quarte 3.34 2.42 3.24 211
Third Quarter 2.70 1.50 4.07 1.03
Fourth Quarter 2.20 1.20 1.48 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 magfeired to pay the same dividend
on an as-converted basis on any outstanding wareardgther securities. Moreover, any preferredistsmther senior debt or equity
securities to be issued and any future creditifaesimight 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 andwesipn of our business.

Unregistered Sales of Equity Securities

On December 23, 2014 , we completed a private planeof unregistered shares of our common stock.s@\d 6,944,445
shares of our common stock at a price of $1.44bpare , being the closing price per share of Véionicommon stock on the NASDAQ
Capital Market on December 18, 2014, for an agdeegarchase price of $10.0 million. We also isswadrants to purchase 4,166,659
shares of common stock at a price of $0.125 perantshare in the private placement, for an aggeemarchase price of $0.5 million. The
proceeds of the private placement were $10,521(j080proceeds of approximately $10,281,000 aftdudeng offering expenses). The
warrants are exercisable, beginning on June 23%,Z61.4,166,659 shares of Vermillion common statk2.00 per share and expire on
December 23, 2017. The Company intends to useghproceeds from the private placement for workiagital and general corporate
purposes.

Equity Compensation Plan Information

We currently maintain two equity-based compensgtians that were approved by our stockholders. pléwes are the
Vermillion, Inc. 2000 Stock Plan (the “2000 Plardpd 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 4, optionsurchase 57,900 shares of our common stockimegdaou tstanding under the 2000
Plan.

2010 Plan. The 2010 Plan is administered by the Compens&@mnmittee of our Board of Directors . Our emplagjedirectors,
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 2s&&res of our common stock under
the 2010 Plan, subject to adjustment as providédar2010 Plan. At December 31, 201 4, optiorpaurchase 1, 653,146 shares of
common stock remain ed outstanding under the ZRia0.
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The number of shares of our common stock to bedspon exercise of outstanding stock optionsywhighted-average exercise
price of outstanding stock options and the numbehares available for future stock option gramis stock awards under equity

compensation plans as of December 31, 201 4 , agfellows:

Plan Category
Equity compensation plans approved by securityérs

Equity compensation plans not approved by sechatglers
Total

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
Rights Rights in First Column)
1,711,0460 $ 2.620 737,434
1,711,04¢€ 737,434

(1) Includes outstanding stock options for 57,988@res of our common stock under the 2000 Plan @&%&81146 shares of our common

stock under the 2010 Plan.

(2) Includes the weighted average stock price fastanding stock options of $4.21 under the 20@® Bhd $2.56 for the 2010 Plan.

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

Performance Graph

Pursuant to the accompanying instructions, therinétion called for by Item 201(e) of Regulation Sskhot required.

ITEM 6. SELECTED FINANCIAL DATA

Per Item 301(c) of Regulation S-K, the informat@ailed for by Item 6 of Form 10-K is not required.
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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 diagnostid dno-analytical solutions
that help physicians diagnose, treat and improteootes for women. Our tests are intended to datbatacterize and stage disease, and
to help guide decisions regarding patient treatmehich may include decisions to refer patientspecialists, to perform additional
testing, or to assist in monitoring response twerdpy. A distinctive feature of our approach isambine multiple markers into a single,
reportable index score that has higher diagnostiaracy than its constituents. We concentrateusrdevelopment of novel diagnostic
tests for gynecologic disease , with an initialU®on ovarian cancer. We also intend to addresigaliquestions related to early disease
detection, treatment response, monitoring of ds@asgression, prognosis and others through calidioms with leading academic and
research institutions.

Our lead product, OVAL, is a blood test designeidéatify women who are at high risk of having aligr@ant ovarian tumor
prior to surgery. The FDA cleared OVAL in Septeni@09 , and we commercially launched OVA1 in Ma2€i0. We have completed
development and validation work on a second-geiveraiomarker panel intended to maintain our prédutgh sensitivity while
improving specificity. We submitted our 510(k) al@ace application to the FDA in March 2015, witk tioal of launching in the second
half of 2015. The product will use the Roche Catlasform.

OVAL addresses a clear clinical need, namely theygical identification of women who are at higtk of having a malignant
ovarian tumor. Numerous studies have documentelehefit of referral of these women to gynecolagicologists for their initial
surgery. Prior to the clearance of OVAL, no bloest had been cleared by the FDA for physicianséoini the presurgical management of
ovarian adnexal masses. OVAL is a qualitative se¢astthat utilizes five well-established biomaskand proprietary software cleared as
part of the OVA1 510(k) to determine the likelihoofdmalignancy in women over age 18, with a peta@ss for whom surgery is planned.
OVAL should not be used without an independentadifradiological evaluation and is not intendedbéoa screening test or to determine
whether a patient should proceed to surgery. hecouse of OVAL carries the risk of unnecessastijrtg, surgery and delayed diagnosis.

Strategy:

We are focused on the execution of four core gjrateusiness drivers in ovarian cancer diagnosti¢siild long-term value for
our investors:

« Maximizing the existing OVA1 opportunity in the UWed States by expanding our direct market reacbrmkypur curren
commercial agreement with Quest Diagnostics anidgake lead in payer coverage and commercialinaifdOVAL. This
strategy includes the launch oCLIA certified clinical laboratory, ASPiRA LABS, in Ju®14;

« Improving OVAL performance by seeking FDA clearanta potentially better performing biomarker paweile migrating
OVAL to a global testing platform, thus allowing fmetter domestic market penetration and internatiexpansion

« Building an expanded patient base by launchingx& generation multi-marker ovarian cancer test tmitor patientsat risk
for ovarian cance; and

« Expanding our product offerings by adding additioggnecologic bicanalytic solutions involving biomarkers, ot
modalities (e.g. imaging), clinical risk factors and patient dataaid diagnosis and risk stratification of womengarting
with apelvic mass diseas

We believe that these business drivers will contalsignificantly to addressing unmet medical ndedsvomen faced with
gynecologic disease and other gynecologic conditaomd the continued development of our business.

In June 2014, Vermillion launched ASPIRA LABS, al&lcertified national laboratory based near Ausliaxas, which
specializes in applying biomarker-based technokgied offers OVAL to address critical needs inntlamagement of gynecologic cancers.
ASPIRA LABS provides expert diagnostic processing eesults using a state-of-the-art biomarker-basaghostic algorithm to inform
clinical decision making and advance personalireatinent plans. In addition, ASPiRA LABS seeksdrys as an educational and
resource hub for healthcare professionals and wdawémg surgery for potentially-cancerous ovariaasses and
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related gynecologic conditions. The lab curreptigcesses our OVA1 test, and we expect the laboiweps our second-generation panel
in the future. We plan to expand the testing pietiby the lab to other gynecologic conditions witih unmet need. We also plan to
develop and perform LDTs at ASPIRA LABS. ASPIRA RS currently holds a CLIA Certificate of Registmatiand a state laboratory
license in California and Rhode Island. ASPIRA LABSn the process of obtaining state licensuidew York, Florida, Maryland and
Pennsylvania. The CMS issued a provider nunthb&SPiRA LABS on March 5, 2015.

We terminated our Strategic Alliance Agreement \@ilest Diagnostics in August 2013. Prior to thenteation of the Strategic
Alliance Agreement, Quest Diagnostics had the righte the exclusive clinical reference laboratogrketplace provider of OVAL tests
in its exclusive territory, which included the Uit States, Mexico, the United Kingdom and India part of the termination, we agreed
that Quest Diagnostics could continue to make O¥#dilable to healthcare providers under legacynfiied terms following the
termination while negotiating in good faith towawts alternative business structure. Quest Diagrsodisputed the effectiveness of such
termination.

As a result of ongoing negotiations, on March 112 we reached a settlement agreement with Quaghbstics that terminated
all disputes related to our prior strategic alleand loan agreements. We also entered into a&ommercial agreement with Quest
Diagnostics. Pursuant to this agreement, Vermilliavholly-owned subsidiary, ASPIRA LABS , will bigto offer OVA1 testing to
Quest Diagnostics customers. We expect Quest D&tigsdo transfer all OVAL U.S. testing service®\&PiRA LABS , starting with 39
states this year, while continuing to provide blaoaw and logistics support by transporting speosrfeom its clients to ASPIRA LABS
for testing for a period of two years from the dafti¢he agreement. Pursuant to the agreement, Qigghostics will also continue to offer
OVAL services through its own labs in the remairidgstates , until ASPiRA LABS has obtained ttaéesapprovals required to provide
those services. Quest will receive a fee for ctibe and logistic support services it provide®er the terms of the agreement, we will not
offer to existing or future Quest Diagnostics castos CA 125 - |l or other tests that Quest Diagies offers.

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 byifgng 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 2015 for pricing effecfianuary 1, 2016 . This decision also sets agestt for recognizing the value of
biomarker developed tests and recognizing teste@malue they bring to clinical decision-makingldrealthcare efficiencies.

Critical Accounting Policies and Estimates

Our significant accounting policies are describetllote 1, Basis for Presentation and Summary afifiégnt Accounting and
Reporting Policies, of the Notes to the Consolidd&mancial Statements included in this Annual Repo Form 10-K. The Consolidated
Financial Statements are prepared in conformiti génerally accepted accounting principles in thédd States of America (“GAAP”) .
Preparation of the financial statements require® usake judgments, estimates, and assumptionaffieat the amounts of assets and
liabilities in the financial statements and revenaad expenses during the reporting periods (datkcedisclosures). We believe the
policies discussed below are the Company'’s criicabunting policies, as they include the moreigmt, subjective, and complex
judgments and estimates made when preparing ogoldated financial statements

Revenue Recognition

Product Revenue The Company derives product revenues from sal&€V@1 through Quest Diagnostics and ASPIiRA
LABS. Product revenues are recognized for testopeed when the following revenue recognitionemié are met: (1)
persuasive evidence that an arrangement existdp(®pery has occurred or services have been reddé€s) the fee is fixed or
determinable; and (4) collectability is reasonadsgured.

As the Company has not established sufficient payristory with the ins urance companies or priyete e rs for the tests
performed at ASPIRA LABS, payment is not fixed etetminable and collectability is not reasonabkuasd, and we will defer
recognizing revenues until those criteria are mbich typically coincides with the collection ofsfa Once we establish a reliable
payment history, we plan to return to normal accrereenue recognition based on our criteria disedsgove.

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 ed for forgiveness of principal debt badanas license revenues over the term of
the exclusive sales period that Quest Diagnosticsive d upon commercialization of an approvedrdiatic test as we d id
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not have a sufficient history of product sales firavided a reasonable basis for estimating fubnoeluct sales. Through December 31,
2014, w e recognize d license revenue on a btréiite basis over the original remaining periodafest Diagnostics’ sales exclusivity
ending in September 2015 . The disputed excluswitg formally terminated with Quest Diagnostasspart of the March 11 , 2015
agreement , and thus the remaining balance ofréeféicense revenue totaling $315,518 will be reized in the first quarter of 2015 .

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 Compémgaddition, 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.

StockBased Compensation

We record the fair value of non-cash stock-basespemsation costs for stock options and stock pgechights related to the
2010 Plan. We estimate t he fair value of stockoostusing a Black-Scholes option valuation modiels model requires the input of
subjective assumptions including expected stoateprolatility, expected life and estimated forfedts of each award. We use the straight-
line method to amortize t he fair value over thstivey period of the award. These assumptions coofséestimates of future market
conditions, which are inherently uncertain, anddf@e 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 areeetatl 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 métion available prior to issuance of the finanstaktements indicates that it is
probable that an asset has been impaired or #tlidias been incurred at the date of the finanstalements and when the amount of the
loss can be reasonably estimated. Accounting fiotimgencies such as legal and contract disputeensattquires us to use our judgment.
We believe that our accruals for these matteraideguate. Nevertheless, the actual loss from actogigency 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 financialrsiate and the tax bases of assets and liabilitieg tise current tax laws and rates. A
valuation allowance is established when necessamduce deferred tax assets to the amounts nkefg 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 tocogrézed tax benefits within the interest expemszand other expense line,
respectively, in the consolidated statement of ajns. Accrued interest and penalties are includédn the related liability lines in the
consolidated balance sheet.

Recently Adopted Accounting Pronouncements

In August 2014, the Financial Accounting Stand@dard (the “FASB”) issued Accounting Standards Upd@014-
15, “Presentation of Financial Statements — Goiagdern,” (ASU 2014-15). ASU 2014-15 provides guaickawith regard to
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management’s responsibility to evaluate whethaetiesubstantial doubt about an entity’s abilitycontinue as a going concern and to
provide related footnote disclosures. ASU 2014laGfied that management should perform its evidnavhether there are conditions or
events, considered in the aggregate, that raissantial doubt about the entity’s ability to comiinas a going concern within one year
after the date that the financial statements areeid. The accounting standard is effective fouahperiods ending after December 15,
2016 and interim periods thereafter. Early adopisopermitted. Upon adoption, management widleate the Company’s ability to
continue as a going concern based on this guidance.

In June 2014, the FASB issued ASU No. 2014-12, %Aeting for Share-Based Payments When the Terran éfward Provide
That a Performance Target Could Be Achieved dfteRequisite Service Period,” (ASU 2014-12). ASU4£Q2 requires that a
performance target that affects vesting, and thaldcbe achieved after the requisite service pebedreated as a performance condition.
As such, the performance target should not beatefiein estimating the grant date fair value ofalerd. This update further clarifies that
compensation cost should be recognized in the gp@miavhich it becomes probable that the performaanget will be achieved and should
represent the compensation cost attributable tpéhied(s) for which the requisite service hasadsebeen rendered. The amendments in
ASU 2014-12 are effective for annual periods arnerim periods beginning after December 15, 2015lyEaloption is permitted. Entities
may apply the amendments in ASU 2014-12 eithempi@3pectively to all awards granted or modificitiafhe effective date; or (b)
retrospectively to all awards with performance étsghat are outstanding as of the beginning oétlrtbest annual period presented in the
financial statements and to all new or modified msahereafter. The adoption of this standard {sempected to have a material effect on
our financial statements.

In May 2014, the FASB issued ASU 2014-09, “Revefmam Contracts with Customers,” (ASU 2014-09), whareates a new
Topic, Accounting Standards Codification Topic 606e standard is principle-based and provideseadtep model to determine when
and how revenue is recognized. The core principleSt) 2014-09 is that an entity should recogniaesreie to depict the transfer of
promised goods or services to customers in an antbatreflects the consideration to which thetgrgkpects to be entitled in exchange
for those goods or services. The accounting stdndaffective for annual and interim periods begig after December 15, 2016 , using
either of the following transition methods: (i)w@lfretrospective approach reflecting the applmatf the standard in each prior reporting
period with the option to elect certain practicalpeedients, or (ii) a retrospective approach whih cumulative effect of initially adopting
ASU 2014-09 recognized at the date of adoptiorrlyEaloption is not permitted. We are currentlylaating the impact and the method
of adopting this standard .
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Results of Operations — Year Ended December 31, 2@las compared to Year Ended December 31, 201 3
The selected summary financial and operating dateomillion for the years ended December 31, 2Gind 201 3 were as follows:

Year Ended December 31 Increase (Decrease
(dollars in thousand: 2014 2013 Amount %
Revenue:
Product $ 2,067 ¢ 2,112 $ (45) )
License 454 454 = -
Total revenue 2,521 2,566 (45) 2)
Cost of revenue:
Product 1,230 170 1,060 624
Gross profil 1,291 2,396 (1,105 (46)
Operating expense
Research and developmt 4,667 2,595 2,072 80
Sales and marketir 9,893 4,480 5,413 121
General and administratiy 5,942 4,184 1,758 42
Total operating expens 20,502 11,259 9,243 82
Loss from operation (19,211 (8,863 (10,348 117
Interest income 40 23 17 74
Other income (expense), r (38) 21 (59) (281
Loss before income taxes (29,209 (8,819 (10,390 118
Income tax benefit (expense) - - - -
Net loss $ (19,209 $ (8,819 $ (10,390 118

Product Revenue Product revenue was $ 2,067 ,000 for the yearceb@deember 31, 201 4 compared to $ 2,112 ,00héor t
same period in 201 3 . We recognized product rexéouthe year ended December 31, 201 4 for theeafaDVAL through Quest
Diagnostics. Our total OVA1 volume was 16,839 fo2. This was comprised of 16,427 tests perforbye@Quest Diagnostics and 412
OVAL tests performed by ASPIRA LABS . There werpraximately 17,004 OVAL tests performed duringykear ended December 31,
201 3. Product revenue for ASPIRA LABS testsrammgnized on the cash basis and thus 2014 rewvessiénsignificant.

We recognized $ 1,2 27 ,000 of deferred reven@®in4 upon receipt of an annual royalty report fiQoest Diagnostics
compared to $ 1,262,000 for 201 3. The 201nuahroyalty report of $ 1,2 27 ,000 was based up 563 OVAL tests reported by
Quest Diagnostics as resolved in 201 4 , or areaecof $ 75 per test resolved. The resolved volmeiades both reimbursed and
unreimbursed tests for which the payment statusoaasidered final by Quest Diagnostics as of Deaarft, 201 4 . By comparison, the
201 3 annual royalty report of $ 1,262 ,000 Wased upon 16,745 OVAL1 tests reported by Quegirditics as resolved in 201 3 . The
royalty report revenue is incremental to the fi$d@ per test recognized for each OVA1 performedéhduhe year. Based upon the new
agreement with Quest Diagnostics effective March 2Q15, we expect to recognize revenue for OVAL seperformed by Quest
Diagnostics in the period in which the test is perfed.

33



Cost of Revenue.Cost of product revenue for the year ended Deee®b, 2014 increased $1,060,000 compared to the sa
period in 2013. Cost of product revenue for tharyanded December 31, 2014 primarily consistosfscof ASPIRA LABS incurred
after the lab began accepting test samples on2Bir#014 and includes approximately $250,000 ofmeauirring lab start-up costs.

We expect cost of revenue to increase in futuregeras sample throughput increases and as we etatipe ASPIRA LABS
buildout.

Research and Development ExpenseResearch and development expenses representrmsted to develop our technology
and carry out clinical studies, and include perebmelated expenses, regulatory costs, reagentswgmlies used in research and
development laboratory work, infrastructure expsnsentract services and other outside costs. drRasand development expenses also
include costs related to activities performed uraertracts with our collaborators and strategid¢mas. Rese arch and development
expenses in creased by $ 2,072,000, or 80 ¥héoyear ended December 31, 201 4 com pared t@the period in 201 3. This
increase was primarily due to increased costs gu@i4 associated with our collaboration with JHl&s we made agreed upon payments
to JHU for its assistance with advancing our platfonigration and developing our next-generatiomgddstic test. In addition, we
increased research and development headcount cednjmethe same period in 2013.

Sales and Marketing ExpensesOur sales and marketing expenses consist prin@ripersonnel-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 field sales force , thejsctmatter experts responsible for market develagrSales and marketing expenses in
creased by $ 5,413,000, or 121 %, for the yeae@mkcember 31, 201 4 com pared to the same perRll 3. The increase was
primarily due to increased personnel and persorelated expenses from our sales force expansiépiih2014 as well as costs incurred
in the establishment and branding of ASPiRA LAB2@14 compared to the same period in 2013. Weimtsored a one-time $211,000
cost of severance for our former Senior Vice PersidSales and Marketing and expenses for heatitoetic and outcomes studies during
the year ended December 31, 2014. There weredaloesgpenses in the comparable period in 2013.

General and Administrative ExpensesGeneral and administrative expenses consist pitinadrpersonnel-related expenses,
professional fees and other costs, including Idgence and accounting expenses, and oth er tniidsre expenses . General and
administrative expenses in creased by $ 1,758 @02 %, for the year ended December 31, 201 4maned to the same period in 201
3. The change was primarily due to a one-timesH00 cost of severance for our former PresidedtGhief Executive Officer and
$552,000 of pre-opening costs incurred for ASPiR¥BIS prior to June 23, 2014 (the o pening date fBPARA LABS). In addition, we
incurred significant non-recurring consulting fesswell as offering costs of $198,000 in excesh®fproceeds received related to our at-
the-market equity offering .

Liquidity and Capital Resources

On December 23,2014, the Company compkefailvate placement pursuant to which certain itoregpurchased 6,944,445
shares of Vermillion common stock at a price of44 per share. The Company also issued wartapisrchase shares of common stock
at a price of $0.125 per warrant share in theapei placement. The proceeds of the private plasewere $ 10,521,000 (net proceeds of
approximately $ 10,281 ,000 after deducting offgxpenses incurred through December 31, 2014e) wEhirants are exercisable ,
beginning on June 23, 2015, for 4,166,659 shar&eohillion common stock at $ 2 . 00 per share exygire on December 23, 2017 .

We have incurred significant net losses and negaiish flows from operations since inception. At@mber 31, 201 4 , we had
an accumulated deficit of $ 3 51,473, 000 and stoldlers' equity of $ 19,255 ,000. On Decembe281,4 , we had $2 2, 965 ,000 of
cash and cash equivalents and $ 4,919 ,000 ofrtdiabilities. The Company expects to incur alpes in 2015 and the foreseeable
future.

There can be no assurance that we will achievagiam profitability or positive cash flow from apgions. In addition, while we
expect to grow revenue with the addition of ASPIRABS, there is no assurance of our ability to gatesubstantial revenues and cash
flows from ASPiRA LABS '’ operations. We expect cdsbm our products to be our only material, reaugrsource of cash in 2015.

Our management believes that our current workipjtalas of December 31, 2014 will be sufficientieet the Company’s
working capital needs for at least the next twehanths. However, our management also believeshbatuccessful achievement of our
business objectives will require additional finargeiWe expect to raise capital through a varietyafrces, which may include the public
equity market, private equity financing, collab@ratarrangements, licensing arrangements, andgablirivate debt.
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Any additional equity financing may be dilutivestockholders, and debt financing, if available, rimasplve restrictive covenants
and potential dilution to stockholders. If we ohtadditional funds through arrangements with caltators or strategic partners, we may
be required to relinquish our rights to certairhteaogies or products that we might otherwise deektain. Additional funding may not
be available when needed or on terms acceptabie tid we are unable to obtain additional capitad,may not be able to continue our
sales and marketing, research and developmenther operations on the scope or scale of curraiityc, and that could have a material
adverse effect on the business , financial condgiod results of operations .

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 sto

« the successful launch of OVA2 in the second hal#@#5; and

« the insurance payer community's acceptance of@ntbursement for OVAL .

Cash and cash equivalents as of December 31, a0dl December 31, 20 1 3 were $ 22,965 ,000 a2€,5p4 ,000,
respectively. At December 31, 201 4 and 201 3rking capital was $ 18,747 ,000 and $ 26,691 ,a@8pectively .

Net cash used in operating activities was $ 16,808 for the year ended December 31, 201 4 , ieguitimarily from $
19,209,000 net loss incurred as adjusted for rr@f-ticense revenues of $454,000, partially otfge$ 1,149 ,000 of stock-based
compensation expense. Net cash used in operatiivgias also included $ 1,543 ,000 of cash usedifchanges in operating assets and
liabilities and primarily from increases in accaiptiyable and accrued liabilities .

Net cash used in operating activities was $8,224{60the year ended December 31, 2013, resultimgapily from $8,819,000
net loss incurred as adjusted for non-cash licemsenues of $454,000, partially offset by $876,008tock-based compensation expense.
Net cash used in operating activities also incluEail,000 of cash used from changes in operatsetgand liabilities.

Net cash used in investing activities was $258 fodthe year ended December 31, 2014 due to eqnipand software
purchases for ASPIRA LABS as well as computer pasels. Net cash used in investing activities v@24 P00 for the year ended
December 31, 2013 due to the purchase of propadyegquipment including our VD instrument purch&seupport the platform
migration program .

Net cash provided by financing activities was $20,,000 for the year ended December 31, 2014ateceipt of $10,288 ,000
of net proceeds from the sale of common stock &3®$00 in proceeds from the exercise of stockoopti Net cash provided by
financing activities was $ 30,042,000 for the yeatled December 31, 2013 due to receipt of $29,80&0net proceeds from the sale of
common stock and exercise of warrants as well 44 $60 in proceeds from the exercise of stock optio

Off-Balance Sheet Arrangements

As of December 31, 201 4, 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, therimfation called for by Item 7A is not required.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEM ENTARY DATA

Our consolidated financial statements, includingsmidated balanc e sheets as of December 31428ndl 20 1 3, consolidated
statements of operations for t he years endeémbker 31, 201 4 and 20 1 3, consolidated statenoéichanges in stockholders’ equity
for the years ended December 31, 201 4 and 20cbi3solidated statements of cash flows for tésry ended December 31, 201 4 and
20 1 3 and notes to our consolidated financiakstants, together with a report thereon of ouereshdent registered public accounting
firm are attached hereto as pages F- 1 throug® F- 1
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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 proceduresatetesigned to ensure that information requivdzbtdisclosed in the reports
we file or submit under the Exchange Act is recdrgeocessed, summarized and reported within the pieriods 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 apptiage, to allow timely decisions regarding requifiaéncial disclosure.

An evaluation was performed under the supervisiahwith 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 4 .

Based on that evaluation, our Chief Executive @ffignd Chief Accounting Officer have concluded tsabf December 3 1, 201
4, our disclosure controls and procedures, isatkin Rule 13a-15(e) and Rule 15(d)-15(e) uride Exchange Act, were effective.

Management Report o n Internal Control over Finaral Reporting

We are responsible for establishing and maintaiaiohgguate internal control over our financial répgr We have assessed the
effectiveness of internal control over financighoeting as of December 31, 201 4 . Our assessmanbased on criteria set forth by the
Committee of Sponsoring Organizations of the Tremd@ommission, or COSO, entitled “ Internal Contrel Integrated Framework
(2013)."

Our internal control over financial reporting ipepcess designed to provide reasonable assuragenalireg the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordante®AAP . Our internal control over
financial reporting includes those policies andcedures that:

0] pertain to the maintenance of records that, inaeasle detail, accurately and fairly reflect o@nactions and dispositic
of our assets
(i) provide reasonable assurance that transactionse@eled as necessary to permit preparation afifiahstatements i

accordance with GAAP, and that our receipts aneéedjpures are being made only in accordance withoaizations of
our management and board of directors;
(i) provide reasonable assurance regarding preventittmely detection of unauthorized acquisition, ,uzedisposition of ot
assets that could have a material effect on ttenéiral statement
Because of its inherent limitations, internal cohtwver 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 deterorat

Based on using the COSO criteria, management cdedlaur internal control over financial reportirggad December 31, 2014 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 4, was notestilhp attestation by our independent registerddigpaccounting firm pursuant to rules
of the SEC that permit a smaller reporting comp@angrovide only management’s report in the Compsi#yrinual Report on Form 10-K.

Changes in internal control over financial reportip

There was no change in our internal control owearfcial reporting that occurred during the quasteted December 31, 201 4 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 2015 Annual
Meeting of Stockholders to be held in 20 1 He(t20 15 Proxy Statement”) is incorporatedéfgrence.

Our code of ethics is applicable to all employésduding both our Chief Executive Officer , Rripal Financial Officer and
Controller . This code of ethics is publicly aadile on our website at wwwermillion .com.

ITEM 11. EXECUTIVE COMPENSATION

The information appearing under the headings "B&@uhpensation,” "Compensation Discussion and Aigalys Executive Officer
Compensation," "Corporate Governance — Compens@ionmittee Interlocks and Insider Participationt dReport of the
Compensation Committee" of the 20 1 5 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 5 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 “CerRelationships and Related Transactions” anddrinétion Regarding the Board of

Directors, Committees and Corporate Governancfi®@R0 1 5 Proxy Statement is incorporated hgreefce.

ITEM 14. PRINCIPAL ACCOUNT ANT FEES AND SERVICES

The information appearing under the heading “ Ratifon of the Selection of the Independent Regestéublic Account ing
Firm for Vermillion ” of the 20 1 5 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 balsieets of Vermillion, Inc. (“Company”) as of Beter 31, 201 4 and 201 3 and
the related consolidated statements of operat@reges in stockholders’ equity, and cash flowdHeryears then ended. These financial
statements are the responsibility of the Compamgasagement. Our responsibility is to express ani@p 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 requidthve, 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 usedsmmificant estimates made by
management, as well as evaluating the overall filadustatement 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 materespects, the financial position of
Vermillion, Inc. at December 31, 201 4 and 201 &nd the results of its operations and its cashdléov the years then endedn
conformity with accounting principles generally apted in the United States of America.

/s/ BDO USA, LLP

Austin, Texas
March 31, 201 5



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, 2014 and 2013

Common stock, $0.001 par value, 150,000,000 steautt®rized; 43,115,790 and 35,825,
shares issued and outstanding at December 31,a821@112013, respectively

Additional paid-in capital
Accumulated deficit

Total stockholdel equity

Total liabilities and stockholde’ equity $

2014 2013
22,965 $ 29,504
167 373
534 372
23,666 30,249
508 391
24,174 $ 30,640
1,123 $ 541
2,201 1,283
1,106 1,106
489 628
4,919 3,558
- 316
4,919 3,874
43 36
370,685 358,994
(351,473 (332,264
19,255 26,766
24,174 $ 30,640

See accompanying Notes to Consolidated Financid®ents

F-2



Vermillion, Inc.
Consolidated Statements of Operations
(Amounts in Thousands, Except Share and Per ShamAts)

Year Ended December 31

2014 2013
Revenue
Product $ 2,067 $ 2,112
License 454 454
Total revenue 2,521 2,566
Cost of revenue
Product 1,230 170
Gross profit 1,291 2,396
Operating expense
Research and developméht 4,667 2,595
Sales and marketirg 9,893 4,480
General and administratiV® 5,942 4,184
Total operating expens 20,502 11,259
Loss from operations (19,211 (8,863
Interest income 40 23
Other income (expense), r (38) 21
Loss before income tax (29,209 (8,819
Income tax benefit (expense) - -
Net loss $ (19,209 $ (8,819
Net loss per shar- basic and diluted $ (053 $ (0.42,
Weighted average common shares used to computedabdiluted net loss per comm
share 36,082,41¢ 20,926,33¢
Non-cash stock-based compensation expense includgakiating expenses:
(1) Research and developmi $ 136 $ 76
(2) Sales and marketir 259 163
(3) General and administrative 776 637

See accompanying Notes to Consolidated Financad®ents
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Vermillion, Inc.
Consolidated Statements of Changes in Stockholderg&quity
(Amounts in Thousands, Except Share Amounts)

Balance at December 31, 201

Net loss

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

Warrant exercises

Common stock issued in conjunction with exercissto€k options

Common stock issued for restricted stock awards

Warrants issued for services
Stock compensation char

Balance at December 31, 201
Net loss

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

Common stock offering - at-the-market (ATM)

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

Common Stock

Additional Total
Paid-In  Accumulated Stockholders’

Shares Amount Capital Deficit Equity
15,200,07¢ $ 15 $ 328,097% (323,445% 4,667
- - - (8,819 (8,819
8,000,00C 8 11,743 - 11,751
12,086,641 12 17,635 - 17,647
371,348 1 643 - 644
167,60& - 361 - 361
. - 34 - 34
- - 481 - 481
35,825,67¢ 36 358,994 (332,264 26,766
- - - (19,209 (19,209
6,944,44¢ 7 10,281 - 10,288
48,473 - - - -
178,699 - 239 - 239
118,50C - 351 - 351
- - 22 - 22
- - 798 - 798
43,115,790 $ 43 $ 370,685% (351,473% 19,255

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

Year Ended December 31

2014 2013
Cash flows from operating activities:
Net loss $ (19,209 $ (8,819
Adjustments to reconcile net loss to net cash usegerating activities:
Non-cash license revenue (454 (454
Depreciation and amortization 141 72
Stocl-based compensation expel 1,149 842
Warrants issued for services 22 34
Changes in operating assets and liabilities:
Increase (decrease) in accounts receiv 206 (236
Increase in prepaid expenses and other currerts: (162 (24)
Increase in accounts payable and accrued liakilitie 1,500 225
(Decrease) increase in deferred revenue (2) 136
Net cash used in operating activit (16,808 (8,224
Net Cash flows from investing activities:
Purchase of property and equipm (258 (321
Cash flows from financing activities:
Proceeds from sale of common stock and warrant®frigsuance costs 10,288 11,751
Proceeds from exercise of common stock warrants - 17,647
Proceeds from issuance of common stock from exedfistock options 239 644
Net cash provided by financing activities 10,527 30,042
Net (decrease) increase in cash and cash equis (6,539 21,497
Cash and cash equivalents, beginning of year 29,504 8,007
Cash and cash equivalents, end of $ 22,965% 29,504

See accompanying Notes to Consolidated Financad®ents
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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 eedag the business of developing and commercigjidiagnostic tests for gynecologic
disease. In March 2010, the Company commerciallyp¢hed OVAL™ ovarian tumor triage test (“OVA1"hél Company distributes
OVAL through Quest Diagnostics Incorporated (“Qugistgnostics”), a related party (see Note 3) amdubh its wholly-owned Clinical
Laboratory Improvement Amendments of 1988 (“CLIABrtified clinical laboratory, ASPIRA LABS, Inc (“8PiRA"), which opened on
June 23, 2014.

Liquidity

On December 23, 2014, the Company completed atprplacement pursuant to which certain investorstmased 6,944,445
shares of Vermillion common stock at a price o#@lper share. The Company also issued warranisrth@se shares of Vermillion
common stock at a price of $0.125 per warrant simattee private placement. The proceeds of theapgiplacement were $10,521,000 (net
proceeds of approximately $10,281,000 after dedgaiffering expenses incurred through Decembe2314 ). The warrants are

exercisable, beginning on June 23, 2015, for 46B8shares of Vermillion common stock at $2.00gbere and expire on December 23,
2017.

The Company has incurred significant net lossesnagative cash flows from operations since incepmd as a result has an
accumulated deficit of $351 million at December 3014. The Company expects to incur a net los®152nd the foreseeable future.
The Company’s management believes that succesdfigvement of the business objectives will reqadditional financing. The
Company expects to raise capital through a vagésources, which may include the public equity kegrprivate equity financing,
collaborative arrangements, licensing arrangemeant¥or public or private debt. However, additioheiding may not be available when
needed or on terms acceptable to the Companye IEdmpany is unable to obtain additional capitahdy not be able to continue sales
and marketing, research and development, or offemiations on the scope or scale of current actaiity that could have a material
adverse effect on the business, results of opasatiad financial condition.

There can be no assurance that the Company wikaelor sustain profitability or positive cash flékem operations. However,

management believes that the current working dgmitsition as of the date of these financial statets will be sufficient to meet the
Company’s working capital needs for at least the heelve months. Management expects cash fromymtaghles to be the Company’s
only material, recurring source of cash in 2015.

Basis of Consolidation

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

Use of Estimates

The preparation of consolidated financial statesi@nticcordance with generally accepted accoumptimgiples in the U.S.
(“GAAP”) requires management to make estimatesamstimptions that affect the amounts reported icdhsolidated financial
statements and accompanying notes. The primamgass underlying the Company’s consolidated firgrstatements include
assumptions regarding variables used in calculdtiadair value of the Company’s equity awardspme taxes and contingent
liabilities. Actual results could differ from thegstimates.

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 considerashcequivalents include money market
funds, certificates of deposits, treasury bills aothmercial paper. The carrying value of cashvajents approximates fair value due to
the short-term maturity of these securities.

Fair Value Measurement

Accounting Standards Codification Topic 828ir Value and MeasuremenfsASC 820"), defines fair value as the exchange
price that would be received for an asset or patdansfer 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. 88Glso
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establishes a fair value hierarchy which requiresrity to maximize the use of observable inpuats minimize the use of unobservable
inputs when measuring fair value. The standardrdescthree levels of inputs that may be used tasme fair value:

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

Level 2 - Observable inputs other than Level 1gwmisuch 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 magtetfor substantially the full
term of the assets or liabilities.

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 falblifferent levels of the hierarchy, the instrumeiit be categorized based upon the
lowest level of input that is significant to therfaalue calculation.

Concentration of Credit Risk

Financial instruments that potentially subject@mmpany to a concentration of credit risk consistash and cash equivalents
and accounts receivable. The Company maintaifsarad cash equivalents in recognized financiaitingins in the United States. The
Company has not experienced any losses associdtedeposits of cash and cash equivalents. The @agngoes not invest in derivative
instruments or engage in hedging activities.

Accounts receivable are derived from sales madecisstomer located in North America. The Compasrjopms ongoing credit
evaluations of its customer’s financial conditiordayenerally does not require collateral. The Camypmaintains an allowance for
doubtful accounts based upon the expected collditfadf accounts receivable. Accounts receivati®ecember 31, 2014 and 2013 and
revenues for the years then ended are from oneroest

Property and Equipment

Property and equipment are carried at cost lesgradated depreciation and amortization. Propertyequipment are
depreciated when placed into service using thégbtréine method over the estimated useful livesayally three to five years. Leasehold
improvements are amortized using the straight#ire¢hod over the shorter of the estimated usefldffthe 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 sheethenidsulting 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 RevenueThe Company derives product revenues from salé€v@#1 through Quest Diagnosticand
ASPIiRA. Product revenues are recognized for @stormed when the following revenue recognitioitecia are met: (1) persuasive
evidence that an arrangement exists; (2) delivasydtcurred or services have been rendered; (3¢he fixed or determinable; and (4)
collectability is reasonably assured.

As the Company has not established sufficient paytistory with the insurance companies or priyatgors for the tests perfor
med at ASPIRA, payment is not fixed or determinatiid collectability is not reasonably assured,imdll not recogniz e revenue until
those criteria are met, which typically coincidaghvthe collection of cash. All costs incurred fests performed at ASPIRA are expensed
as incurred. Once the Company establishes a rel@yiment history, it plans to return to normalkaaktrevenue recognition based on its
criteria discussed above.

License Revenuddnder the terms of the secured line of credit v@trest Diagnostics, which was terminated on March2015,
portions of the borrowed principal amounts wergifcgn upon achievement of certain milestones rajeid the development, regulatory
approval and commercialization of certain diagroossts (see Note 3). The Company accounts fgiviemess of principal debt balances
as license revenues over the term of the exclsiles period that Quest Diagnostics received upomeercialization of an approved
diagnostic test as the Company does not have iisuffhistory of product sales that provides sogable basis for estimating future
product sales. License revenue is recognized ¢raiglst-line basis over the original remaining pdrof Quest Diagnostics’ sales
exclusivity ending in September 2015. The dispaedusivity was formally terminated with Quest Diagtics on March 11, 2015, and
thus the remaining balance of deferred licensemaw¢otaling $315,518 will be recognized as of thete.

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 the Company’s behakiddition, acquisitions of assets to be consuimedsearch and
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development are expensed as incurred as reseatcteaalopment costs. Software development costsriedt in the research and
development of new products are expensed as irtcunt technological feasibility is established.

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. Such egsgegated approximately $380,000
and $475,000 for the years ended December 31, 2812013, respectively.

Stock-Based Compensation

The Company records the fair value of non-cashkdb@ased compensation costs for stock options audk gturchase rights
related to the Amended and Restated 2010 StocktineePlan (the “2010 Plan”). The Company estiméesfair value of stock options
using a Black-Scholes option valuation model whiduires the input of subjective assumptions inalgiéxpected stock price volatility,
expected life and estimated forfeitures of eachrdwBhese assumptions consist of estimates ofdunharket conditions, which are
inherently uncertain, and therefore are subjeatdaoagement'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
employment termination behaviors. The expecteckgboice volatility is estimated using a combinatiaf historical and peer group
volatility for a blended volatility in deriving thexpected volatility assumption. The Company madassessment that blended volatility
is more representative of future stock price trethds just using historical or peer group volatjlivhich corresponds to the expected life
of the options. The expected dividend yield isdoagn the estimated annual dividends that is egpeotbe paid over the expected life of
the options as a percentage of the market valseohillion common stock as of the grant date. Tikk-free interest rate for the expected
life of the options granted is based on the Un8tates Treasury yield curve in effect as of thegdate. The Company uses the straight-
line method to amortize the fair value over thetimgsperiod of the award.

The Company also records the fair value of hon-ststk-based compensation costs for equity instntisnissued to non-
employees. The cost for these options are recadzlitzach reporting period using a Black-Scholemoptaluation model. A change in
assumptions used in the calculations, includingngba in the fair value of common stock, can rasuignificant 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 believes thatals for these matters are adequate. Neverthéesactual loss from a loss
contingency might differ from management’s estirmate

Income Taxes

The Company accounts for income taxes using thditiamethod. Under this method, deferred taxetssind liabilities are
determined based on the difference between thadiabstatement and the tax bases of assets duilitiks using the current tax laws and
rates. A valuation allowance is established whaessary to reduce deferred tax assets to the asmane 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 gaiped when it is more likely than not
that the position will be sustained upon examimgtiocluding resolutions of any related appealktigation processes, based on the
technical merits. This interpretation also provigagance on measurement, derecognition, clasdicanterest and penalties,
accounting in interim periods, and disclosure.

The Company recognizes interest and penaltiesrktatunrecognized tax benefits within the inteeagtense line and other
expense line, respectively, in the ConsolidateteStants of Operations. Accrued interest and p&sadtie included within the related
liability lines in the Consolidated Balance Sheets.

Net Loss Per Share

Basic net loss per share is computed by dividiegnigt loss by the weighted average number of slofi@smmon stock
outstanding during the period. Diluted loss perrsli@computed by dividing the net loss by the Wwi#dg average number of shares of
common stock adjusted for the dilutive effect ofntoon stock equivalent shares outstanding duringénied. Common stock
equivalents consist of stock options, restricteglsunits and stock warrants. Common equivalenteshare excluded from the
computation in periods in which they have an ailtitive effect on earnings per share.

Fair Value of Financial Instruments
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Financial instruments include cash and cash equitg| accounts receivable, accounts payable, attalmlities and short-term
debt. The estimated fair value of financial instants has been determined using available marlatiation or other appropriate
valuation methodologies. However, considerable fjueigt is required in interpreting market data toediewy estimates of fair value;
therefore, the estimates are not necessarily itidecaf the amounts that could be realized or wdaddpaid in a current market exchange.
The effect of using different market assumptiond/anestimation methodologies may be material éoetbtimated fair value amounts. The
carrying amounts of cash and cash equivalentspatsoeceivable, accounts payable, accrued liegsiland short-term debt are at cost,
which approximates fair value due to the short migtof those instruments.

Segment Reporting
The Company operates one reportable segment.
NOTE 2 : Recent Accounting Pronouncements

In August 2014, the Financial Accounting Standa@dard (the “FASB”) issued Accounting Standardsiatp 2014-
15, “Presentation of Financial Statements — Goiogdérn,” (ASU 2014-15). ASU 2014-15 provides guoicawith regard to
management’s responsibility to evaluate whethaetiesubstantial doubt about an entity’s abilitcbntinue as a going concern and to
provide related footnote disclosures. ASU 201448 fied that management should perform its eatidun whether there are conditions
or events, considered in the aggregate, that saisstantial doubt about the entity’s ability to thome as a going concern within one year
after the date that the financial statements areeid. The accounting standard is effective fouahperiods ending after December 15,
2016 and interim periods thereafter. Early adopigopermitted. Upon adoption management will eviailhe Company’s ability to
continue as a going concern based on this guidance.

In June 2014, the FASB issued ASU No. 2014-12, %Aeting for Share-Based Payments When the Terras éfward Provide
That a Performance Target Could Be Achieved dfteRequisite Service Period,” (ASU 2014-12). ASU£Q2 requires that a
performance target that affects vesting, and thaldcbe achieved after the requisite service pebedreated as a performance condition.
As such, the performance target should not beatefiein estimating the grant date fair value ofalard. This update further clarifies that
compensation cost should be recognized in the gp@miavhich it becomes probable that the performaanget will be achieved and should
represent the compensation cost attributable tpéhied(s) for which the requisite service hasadsebeen rendered. The amendments in
ASU 2014-12 are effective for annual periods ardrim periods beginning after December 15, 2015lyEaloption is permitted. Entities
may apply the amendments in ASU 2014-12 eithempi@3pectively to all awards granted or modifieiiathe effective date; or (b)
retrospectively to all awards with performance étsghat are outstanding as of the beginning oé#rkest annual period presented in the
financial statements and to all new or modified msdhereafter. The adoption of this standard tempected to have a material effect on
the Company'’s financial statements.

In May 2014, the FASB issued ASU 2014-09, “Revefmam Contracts with Customers,” (ASU 2014-09), whareates a new
Topic, Accounting Standards Codification Topic 606e standard is principle-based and provideseadtep model to determine when
and how revenue is recognized. The core principSiJ 2014-09 is that an entity should recognizesraeie to depict the transfer of
promised goods or services to customers in an antbanreflects the consideration to which thetgrgkpects to be entitled in exchange
for those goods or services. The accounting staridaffective for annual and interim periods begig after December 15, 2016 , using
either of the following transition methods: (i)ulfretrospective approach reflecting the applmanf the standard in each prior reporting
period with the option to elect certain practicgbedients, or (ii) a retrospective approach wieh¢hmulative effect of initially adopting
ASU 2014-09 recognized at the date of adoptionlyEatoption is not permitted. The Company is cutyeevaluating the impact and the
method of adopting this standard .

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

Quest Diagnostics is a holder of the Company’s comstock. In July 2005, the Company entered iridrategic Alliance
Agreement (as amended, the “Strategic Alliance Agrent”) with Quest Diagnostics to develop and consiabize up to three diagnostic
tests from the Company’s product pipeline. In amtion with the Strategic Alliance Agreement, trar@any entered into a credit
agreement with Quest Diagnostics, pursuant to wiighst Diagnostics provided the Company with a@I@P00 secured line of credit to
be used to pay for certain costs and expensesgddiatctivities under the Strategic Alliance Agneat . This line of credit was
collateralized by certain of the Company’s intdiled property assets. Pursuant to the Strategiamde Agreement, Quest Diagnostics
selected two diagnostic tests to be commercialiagztripheral arterial disease diagnostic testg(dintiated from the Company’s legacy
program) and OVAL. The credit agreement providedtfe forgiveness of portions of the amounts boedwnder the secured line of
credit upon the achievement of certain milestoeéged to the development, regulatory approvalc@mdmercialization of certain
diagnostic tests. If not otherwise forgiven, th€® $00,000 principal amount outstanding under tbeused line of credit became due and
payable on October 7, 2012. Through December 3113,29total of $3,000,000 was acknowledged agvfen by Quest Diagnostics
based upon milestone achievement.

The Company believed that in September 2009 whetJthited States Food and Drug Administration (tRBA”) cleared its
application for a licensed laboratory test of OMAIe commercialized, the Company achieved a roihestinder the credit
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agreement, resulting in a $1,000,000 reductiomefdutstanding principal amount borrowed underctieit agreement. However, Quest
Diagnostics disputed whether this milestone hadh laehieved.

The dispute regarding the balance of the loan esslved on March 11 , 2015 for a payment to Quésgidstics totaling
$1,069,000 .

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 stétatif a party failed to cure material defaultshin 90 days of the date of the notice
of default, the other party had the right to teraténthe Strategic Alliance Agreement. Quest Diatiog disputed the effectiveness of the
Company’s notice of default. On August 23, 2018, @ompany sent Quest Diagnostics a notice of tetioin. Notwithstanding the
termination, the Company agreed that Quest Diagrsospuld continue to make OVAL available to headtle providers on the same
financial terms following the termination while ra@ting in good faith towards an alternative besmstructure. Prior to the termination,
Quest Diagnostics had the non-exclusive right toroercialize OVAL on a worldwide basis, with excligsstommercialization rights in
the clinical reference laboratory marketplace m thmited States, India, Mexico, and the United iy through September 2014, with
the right to extend the exclusivity period for auitional year. As a result of ongoing negotiatioon March 11, 2015, we reached a
settlement agreement with Quest Diagnostics thatibated all disputes related to our prior strategiance and loan agreements. We
also entered into a new commercial agreement witssQDiagnostics . Pursuant to this agreementmMean’s wholly-owned subsidiary,
ASPIRA LABS, will begin to offer OVA1 testing to @st Diagnostics customers. We expect Quest Diaigsdsttransfer all OVA1 U.S.
testing services to ASPIRA LABS, starting with 38tss this year, while continuing to provide blatsdw and logistics support by
transporting specimens from its clients to ASPIRABS for testing for a period of two years from tete of the agreement. Pursuant to
the agreement , Quest Diagnostics will also comtitauoffer OVAL services through its own labs ia temaining 11 states, until ASPIRA
LABS has obtained the state approvals requireddeige those services. Quest will receive a feefdlection and logistic support
services it provides. Per the terms of the agreeémee will not offer to existing or future Questagnostics customers CA 125-II or other
tests that Quest Diagnostics offers .

Accounts receivable from Quest Diagnostics tot&$l&6l7,000 and $373,000 at December 31, 2014 and 2&Bectively.

Note 4: Property and Equipment
T he components of property and equipment as oéDéer 31, 201 4 and 201 3 were as folla ws

December 31

(in thousands 2014 2013
Machinery and equipment $ 563 $ 501
Demonstration equipme 38 33
Computer equipment and softwe 291 116
Furniture and fixtures 68 75
Gross property and equipment 960 725
Accumulated depreciation and amortizat (452, (334
Property and equipment, r $ 508 $ 391

Depreciation expense for property and equipment$wbél ,000 and $ 72 ,000 for the years ended Dieeefl, 201 4 and 201
3, respectively.

NOTE 5 : Accrued Liabilities
The components of accrued liabilities as of DecamBé, 201 4 and 20 1 3 were as follows:

December 31

(in thousands 2014 2013

Payroll and benefits related expenses $ 905 $ 548
Collaboration and research agreements expenses 338 187
Professional service 598 262
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Tax-related liabilities 23 42

Other accrued liabilitie 337 244
Total accrued liabilities $ 2201 $ 1,283
NOTE 6: Commitments and Contingencies

Operating Leases

The Company lease s facilities to support its kessrof discovering, developing and commercializilagynostic tests in the fields
of gynecologic disease . Vermillion leasepiiscipal facility and CLIA laboratory located nefustin, Texas. The leases include an
annual base rent of $130,000 and annual estimatachon area charges, taxes and insurance of $6ar@D6xpire at various times prior
to May 31, 201 6 .

Rental expense under operating leases for thes yealed December 31, 201 4 and 201 3 totaled $0080, and $96,000 ,
respectively.

Noncancelable Collaboration Obligations and Otheo@mitments

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. At December 31, 20&An\lion was obligated to
pay JHU $625,000 in collaboration support throughexpiration of the agreement in March 2016. @oltation expenses under the JHU
collaboration were $1,323,000 and $658,000 fory#eers ended December 31, 201 4 and 201 3, regglgctiCollaboration expenses
under the JHU collaboration are included in researd development expenses. In addition, undetethes of the amended research
collaboration agreement, Vermillion is requirecbtry the greater of 4% royalties on net sales gfriatic tests using the assigned patents
or annual minimum royalties of $57,500 .

Contingent Liabilities

F rom time to time, the Company is involved in lggaceedings and regulatory proceedings arisiogfoperations. The Company
establish es reserves for specific liabilitiesammection with legal actions that management detarbs probable and estimable. Other
than as disclosed above, the Company is not clyramarty to any proceeding, the adverse outcomeéhich would have a material
adverse effect on the Company’s financial positionesults of operations.

NOTE 7: Common Stock

2014 Private Placement Sale

On December 23, 2014, the Company completed atprplacement pursuant to which certain investorshmased 6,944,445 shares of
Vermillion common stock at a price of $1.44 perrsh@he Company also issued warrants to purchasesbf common stock at a price
of $0.125 per warrant share in the private placéniére proceeds of the private placement were 10090 (net proceeds of
approximately $10,281,000 after deducting offeemngenses). The warrants are exercisable, begimmidgine 23, 2015, for 4,166,659
shares of Vermillion common stock at $2.00 per stzd expire on December 23, 2017.

The purchase of common stock and warrants qualifiedquity treatment under GAAP. The respectivieies of the warrants and
common stock were calculated using their relataievfalues and classified under common stock adiiadal paid-in capital. The value
ascribed to the warrants is $2,970,000 and foctimemon stock is $7,311,000 .

Other 2014 Equity Offerings

In October 2014, the Company established an atridwdeet offering program, pursuant to which it méfgoand sell, from time to time,
shares of Company common stock having an aggreffating price of up to $15.0 million. The Compaisyobligated to pay a
commission of up to 3.0% of the gross proceeds timrsale of shares of Vermillion common stockhia offering. The Company is not
obligated to sell any shares of Vermillion commuotk in the offering. During the year ended Deceng@de 2014, approximately 48,473
shares of the Vermillion common stock were soldaurttle program for aggregate proceeds of $75,000 net proceeds after deducting
offering costs). The Company suspended the prograbecember 24, 2014.
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2013 Private Placement Sale

On May 13, 2013, the Company completed a privaegrhent pursuant to which existing and new invegiarchased 8,000,000
shares of Vermillion common stock at a price o#$lper share. In the private placement, Vermilaso issued warrants to purchase
shares of common stock at a price of $0.125 perantishare. The proceeds of the private placemers $13,242,500 (net proceeds of
approximately $11,751,000 after deducting offeemngenses). The warrants were exercisable for 12180Ghares of common stock at
$1.46 per share and expire on May 13, 2016. Onibee 19, 2013, certain holders exercised warrangsitchase 12,087,000 common
shares for net proceeds of $17,647,000 .

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

In connection with the 2013 private placement, ifion entered into a stockholders agreement whth purchasers named in
that agreement. Pursuant to and subject to thestefiihe stockholders agreement, certain of thestors received rights to participate in
any future equity offerings on the same price amohs as other investors. In addition, the stoakdrsl agreement prohibits the Company
from taking material actions without the consenablieast one of the two primary investors. Thasgerial actions include:

? Making any acquisition with value greater tt$2 million;

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

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

? Offering, selling or issuing any securities seri@mlermillion’s common stock or any securities that are converitto
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, prode or
economics of Vermillion common stock or the warsaahi¢scribed abov

? 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 g

In addition, the two primary investors each receitree right to designate a person to serve on Vonis Board of
Directors. These rights terminate for each stodkdolvhen that stockholder ceases to beneficially lass 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, 2014 ahd @@re 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
May 1, 2012 April 30, 2014 $ 3.1¢ - 21,000
November 1, 201 October 31, 201 $ 1.9 - 21,000
May 1, 2013 April 30, 2015 $ 1.8t 21,000 21,000
May 13, 201z May 13, 201¢ $ 1.4¢ 413,358 413,358
November 1, 201 October 31, 201 $ 3.8¢ 21,000 21,000
May 1, 2014 April 30, 2016 $ 4.7( 7,000 -
December 23, 201 December 23, 201 $ 2.0( 4,166,65¢ -
4,629,01¢ 497,358
NOTE 8 : Loss Per Share

The reconciliation of the numerators and denomisatd basic and diluted loss per share for thes/eaded December 31, 201
4 and 201 3 was as fol lows :

Loss Shares Per Share
(In thousands, except per share d (Numerator) (Denominator) Amount
Year ended December 31, 2013:
Net loss - basic $ (8,819 20,926,336 $ (0.42
Dilutive effect of common stock shares issuablerugxrercise of stock option ) )
exercise of warrants, and unvested restricted stackds
Net loss - diluted $ (8,819 20,926,336 $ (0.42

Year ended December 31, 20
Net loss - basic $ (19,209 36,082,414 $ (0.53

Dilutive effect of common stock shares issuablerupxrercise of stock option
exercise of warrants, and unvested restricted staekds

Net loss - diluted $ (19,209 36,082,41¢ $ (0.53

Due to net losses for the years ended December20314 and 201 3, diluted loss per share is Ged using the weighted
average number of common shares outstanding ahadescthe effects of potential shares of commockstihat are antidilutive.

The potential shares of common stock that have brelnded from the diluted loss per share calauesibove for the years
ended December 31, 201 4 and 201 3 were as fallow

Year Ended December 31

2014 2013
Stock options 1,711,04¢€ 1,447,96¢
Stock warrant: 4,629,01¢ 497,35¢
Restricted stock uni - 1,667
Potential common shares 6,340,064 1,946,99¢

NOTE 9: Employee Benefit Plans
2000 Stock Plan
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Under the Amended and Restated 2000 Stock PlariZ@®® Plan”), options could 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
15,000 and 125,000 shares of common stock wereisgdrduring the years ended December 31, 2012@1@®i respectively. As of
December 31, 2013, options to purchase 57,900 sba@mmmon stock remained outstanding under t68 Zdan. No additional shares
of common stock were reserved for future optiomggainder the 2000 Plan.

2010 Stock Incentive Plan

Under the 2010 Plan, employees, directors and ttamssi of the Company are eligible to receive awaide 2010 Plan is
administered by the Compensation Committee of therMlion Board of Directors. The 2010 Plan perntiits granting of a variety of
awards, including stock options, share appreciaigts, restricted shares, restricted share umitgstricted shares, deferred share units,
performance and cash-settled awards, and dividgaidaent rights. The 2010 Plan originally providedissuance of up to 1,322,983
shares of Vermillion common stock , subject to atient as provided in the 2010 Plan. On Decembe2d3, the Company’s
stockholders approved an increase of 2,300,000imtimber of shares available for issuance unée2@i0 Plan for a total of 3,622,983
shares. Unexercised options generally expire tarmsyfeom the date of grant. Options to purchase4B&Band 246,348 shares of common
stock were exercised during the year ended DeceBiher014 and 2013, respectively.

During the year ended December 31, 2014, the Coyniganed to the Vermillion Board of Directors 10B)5shares of restricted
stock from the 2010 Plan having a fair value of(h8R0 as payment for services rendered in 2014nBtine year ended December 31,
2013, the Company issued to the Vermillion Boar®wéctors 160,938 shares of restricted stock ftieen2010 Plan having a fair value of
$334,000 as payment for services rendered in 2013.
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The activity related to shares available for grarder the 2000 Plan and the 2010 Plan for the yaated December 31, 2014
and 2013 was as follows:

2010 Stock
2000 Stock Plar Option Plan Total
Shares available at December 31, 2 - 22,471 22,471
Additional shares reserve - 2,300,00C 2,300,00C
Options canceled 14,150 68,908 83,058
Reduction in shares reserved (14,150 - (14,150
Options grante: - (810,000 (810,000
Restricted stock units grant - (160,938 (160,938
Shares available at December 31, 2013 - 1,420,441 1,420,441
Options canceled 124,397 945,82¢€ 1,070,22:
Reduction in shares reserv (124,397 - (124,397
Options grante: - (1,512,000 (1,512,000
Restricted stock units granted - (128,500 (128,500
Restricted stock units canceled - 11,667 11,667
Shares available at December 31, 2 - 737,434 737,434

The stock option activity under the 2000 Plan a@@i®®Plan for the years ended December 31, 20d2@h3 was as follows:

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

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
Granteo 1,512,00C 2.58
Exercisec (178,699 1.34
Cancelec (1,070,223 3.77
Options outstanding at December 31, 2 1,711,04€ $ 262 $ 178 7.82
Shares exercisable
December 31, 201 729,094 $ 295 $ 72 5.78
Shares expected to ves
December 31, 201 805,201 $ 238 $ 106 9.34

The range of exercise prices for options outstandimd exercisable at December 31, 2014 is asfsll
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Weighted

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

$ 0.01 - $ 1.30 42,500 $ 1.30 9.95 - $ -

1.31 - 2.12 713,083 1.80 6.77 413,025 1.84

2.13 - 3.09 724,874 2.70 8.83 203,923 2.95

3.10 - 9.92 208,003 3.50 8.16 89,560 3.66

9.93 = 28.65 22,586 20.28 1.43 22,586 20.28

$ 0.01 -3 28.65 1,711,046 $ 2.62 7.82 729,094 $ 2.95
Total Intrinsic Value of Option

(in thousands Exercisec Total Fair Value of Vested Optiol

Year ended December 31, 2( $ 55 $ 655

Year ended December 31, 2( $ 291 $ 550

Stock-based Compensation

Employee Stock-based Compensation Expense

The assumptions used to calculate the fair valumtbns granted under the 2010 Plan that wereiocated in the Black-
Scholes pricing model for the years ended DecemBgr2014 and 2013 were as follows:

Dividend yield
Volatility

Risk-free interest rat
Expected lives (year:

Weighted average fair vall

Year Ended December 31
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2014 2013
- % - %
80% 79%
1.92% 1.91%
6.0 6.0
$ 1.78 $ 1.50



The allocation of stock-based compensation expeydenctional area for the years ended Decembgr 2314 and 2013 was as
follows:

Year Ended December 31

(in thousands 2014 2013

Research and developme $ 136 $ 74

Sales and marketir 259 163

General and administrati\ 742 602
Total $ 1,137 % 839

As of December 31, 201 4, total unrecognizedpmmsation cost related to nonvested stock opti@rdswvas approximately
$1,371,000 and the related weighted average pexiedwhich it is expected to be recognized was $ei8s.

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 stligethe Internal Revenue Service annual conivbdimit. The Company is not
required to make contributions under the 401(khPlAuring the years ended December 31, 2014 ah8 2the Company did not
contribute to the 401(k) Plan.

NOTE 10: Income Taxes
F or the years ended December 31, 2014 and 20khthe net loss was generated from domestic dpesat

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 the Comya operating losses. Accordingly, the Company r@vided a full valuation
allowance against the net deferred tax assetsarblger 31, 2014 and 2013. There was no incomexfanse or benefit for the years
ended December 31, 2014 or 2013.

The components of deferred tax assets (liabilig¢€)ecember 31, 2014 and 2013 were as follows:

Year Ended December 31

(in thousands 2014 2013
Deferred tax asset
Depreciation and amortizatic $ 7,805 $ 8,698
Other 1,358 1,651
Net operating losse 58,276 54,005
Total deferred tax asse 67,439 64,354
Valuation allowanci (67,431 (64,346
Net deferred tax asse $ 8 $ 8
Deferred tax liabilities
Other $ 8 $ (8)
Total deferred tax liabilitie $ B $ (8)
Net deferred tax asset (liabilit $ - 8 -

The reconciliation of the statutory federal incotae rate to the Company’s effective tax rate far yiears ended December 31,
2014 and 2013 was as follows:

Year Ended December 31

2014 2013
Tax at federal statutory ra 34% 34%
State tax, net of federal bene 1 2
Valuation allowanct (16) (39)
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Change in warrant valuatic - -
Net operating loss and credit reduction due to@e@&82 limitations

Permanent item (3) (1)
Other (16) 4
Effective income tax rat - % - %

As of December 31, 201 4 , the Company had a revatipg loss of approximately $165,000,000 for fatland $140,000,000
for state tax purposes. If not utilized, theseydarwards will begin to expire beginning in 202% federal purposes and 2016 for state
purposes. In 2016, approximately $5,000,000 ofdbmpany’s state net operating loss will expireoABecember 31, 2013, the
Company had a net operating loss of approximateA6$%00,000 for federal and $121,000,000 for statgurposes.

The Company'’s ability to use net operating losslitrearryforwards may be restricted due to owngrshiange limitations
occurring in the past or that could occur in thieife, as required by Section 382 of the InternaledRae Code of 1986 (“Section 382"), as
amended, as well as similar state provisions. Thesership changes may also limit the amount obpetating loss credit carryforwards
that can be utilized annually to offset future talgancome and tax, respectively.

The Company believes that Section 382 ownershipgggmoccurred as a result of the follow-on pubtimmon stock offering in
2011 and 2013. Any limitation may result in the iexion of a portion of the net operating loss @redrryforwards before utilization and
any net operating loss credit carryforwards thairexprior to utilization as a result of such liatibns will be removed from deferred tax
assets with a corresponding reduction of the valnatilowance. Due to the existence of a valuagibmwance, it is not expected that such
limitations, if any, will have an impact on the u#ts of operations or financial position.

The valuation allowance was $70,000,000 and $640000at December 31, 2014 and 2013, respectivély.idcrease of
$6,000,000 between 2014 and 2013 is primarily dusdfustments to the domestic deferred tax assktted net operating losses.

The Company file s income tax returns in the Urfl ia various state jurisdictions with varying stas of limitations. The
Company has n ot been audited by the Internal Rev8ervice or any state income or franchise tarn@geds of December 31, 2014, the
Company'’s f ederal returns for the years ended 2hiligh the current period and most state retiomthe years ended 2010 through the
current period are still open to examination. Iditidn, all of the net operating losses and redeard development credits generated in
years earlier than 2011 and 2010, respectivelysttsubject to Internal Revenue Service audite Tederal and California tax returns for
the year ended December 31, 2013 reflect reseactdevelopment carryforwards of $5,040,000 and25@D0 , respectively. The
Company has recognized additional deferred tax@ésefederal and California research and devekgroredits of $148,000 and
$111,000 for the year ended December 31, 2014ecésply. As of December 31, 2014, the Companyisg unrecognized tax benefits
are approximately $10,322,000 which are attribetablresearch and development credits. A recaticifi of the change in the
Company’s unrecognized tax benefits is as follows:

(in thousands) Federal Tax State Tax Total
Balance at December 31, 2012 $ 5,655 $ 5,242 $ 10,897
Increase in tax position during 2012 72 54 126
Decrease due to expirations (687) (272) (959)
Balance at December 31, 2C $ 5,040 $ 5,024 $ 10,064
Increase in tax position during 20 148 111 259

Decrease due to expirations - - -
Balance at December 31, 2014 $ 5,188 $ 5,135 $ 10,323

The increase for the year ended December 31, 204ts to a tax position taken during the curreatryThe increase for the year
ended December 31, 2013 is related to tax positadten during 2013 and prior years. If the unrecghincome tax benefit is
recognized, all of it would impact the effective tate in the period in which each of the bene$itecognized.

The Company does not expect its unrecognized tagflie to change significantly over the next 12 thenThe Company
recognizes interest and penalties related to ugrézed tax benefits within the interest expense #ind other expense line, respectively, in
the consolidated statement of operations. The Cognpas not recorded any interest or penaltiesrastdt of uncertain tax positions as of
December 31, 2014 and 2013. Accrued interest andlfies would be included within the related ligtigiin the consolidated balance
sheet.
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NOTE 11: Other Related Party Transactions

On October 23, 2014, the Company appdiValerie Palmieri as Chief Operating OfficeE@QO”"). Vermillion was party to a
consulting agreement with a company owned by th© @Dprovide laboratory operations and commeradilin consulting services to
Vermillion. The Company made payments of $340,8@0services provided pursuant to the consultiggeament through September 30,
2014. The consulting agreement was terminated &xtafber 23, 2014 . In connection with the workfpened under the consulting
agreement, the Company granted Ms. Palmieri 15g@4res of restricted stock under the 2010 Plambavfair value of approximately
$31,000 for achievement of certain milestones. Rédmieri was named President and Chief Executffiedd effective January 1, 2015.

On October 10, 2014 , the Company entered intanauwting agreement with David Schreiber, a memlb&teomillion’s Board
of Directors. Pursuant to the terms of the coimayilagreement, Mr. Schreiber provided consultingises regarding finance and
corporate strategy and was paid $375 per hour.tHeoyear ended December 31, 2014, the total anwdwansulting fee expense for Mr.
Schreiber was $22,375 .
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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 Valerie B.
Date: March31, 2015 Palmieri
Valerie B. Palmieri
President and Chief Executive Officer (Princigakcutive
Officer)

/sl Eric J.
Date: March31, 2015 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.

Name Title Date
Isl Valerie B.
Palmieri President anChief Executive Office (Principal
Valerie B. Palmier Executive Officer March31, 2015
/sl Eric J.
Schoen Vice President, Finance and Chief Accounting Office
Eric J. Schoel (Principal Financial Officer March31, 2015
/sl James T .
LaFrance
James T. LaFranc Chairman of the Board of Directc March31, 2015
/sl James S.
Burns
James S. Burr Director March31, 2015

/s/ Robert S.
Goggin
Robert S. Goggin, Il Director March31, 2015

/s/ Veronica G. H. Jordan

Veronica G. H. Jorda _ Director March 31, 201!
/sl Peter S.

Roddy

Peter S. Rodd Director March 31, 2015

/s/ David Schreiber
David Schreibe Director March 31, 201!




/sl Carl
Severinghaus
Carl Severinghau Director

Isl Eric
Varma
Eric Varma Director

March 31, 2015

March 31, 2015
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(1) Furnished herewith
# Management contracts or compensatory plan ongeraent.

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




Exhibit 10. 2 4

CONSULTING AGREEMENT

This Consulting Agreement (“ Agreeméntconfirms the understanding between David Schmeib

(“ Schreiber”) and Vermillion, Inc. pursuant to which the Compéhas retained Schreiber to provide
consulting services of the type described belovidctively, the “ Service$), on the terms and
subject to the conditions set forth herein, in @woiion with the matters referred to herein.

1. Scope of Services and Compensation

@) Schreiber agrees to perform for the Companginiming immediately
upon the signing of this Agreement, the Serviceglation to the Company’s evaluation and
assessment of the feasibility of various busingssegjies as outlined by the Company’s VP, Finance
or other executive officer.

(b) Schreiber will also perform other duties framé to time as are
reasonably requested by Company and agreed totrgiSer.

(c) During the term of this Agreement, Schreibdl e paid $375-per
hour for performing the Services. Travel time waitit be billed for.

(d) The Company shall make payments for Servic&toeiber
promptly upon presentation of a statement of ses/iendered. Schreiber will invoice the Company
on a monthly basis.

(e) The Company shall reimburse Schreiber for his
reasonable out of pocket costs, including meaisetr lodging, parking and other expenses incurred
in connection with the performance of his dutiedemthis Agreement. Travel time is not billed for.

2. Period of Performance and Exclusivity

@) Unless otherwise extended by the parties Agreement shall run for
an initial period of three (3) months from the dageeof (the “ Initial Ternt), and shall
automatically renew for additional three (3) mot&hms unless either party provides written notice
of its intent not to renew (in each case, if anyRenewal Ternt). The Initial Term and any
Renewal Terms shall constitute the “ Tétm

3. Termination

(@) This Agreement may be terminated by either &bker or the
Company at any time upon five (5) days prior writtetice. Upon such a termination, Schreiber
shall be entitled to all accrued payments and ramsgment of expenses permissible under this
Agreement and due to him on the date of terminatlaraddition, if this Agreement is terminated by
the Company before the conclusion of the Term, &bbr shall be entitled to receive any amounts
due pursuant to the minimum guaranty payment s#t fio Section 1(c).

(b) The parties acknowledge that the provisionSextions 1, 4 and
other provisions, which may be reasonably integatéd be intended to do, so shall survive the
expiration or termination of this Agreement.

4, Indemnification
The Company shall indemnify and hold harmless Siardrom and




against any and all claims, damages, losses agjewlts (including reasonable attorr’ fees anc
costs) arising from or related to this Agreemertept to the extent that the matter giving rise to
such claim for indemnity was the result of frauddaith, recklessness, willful misconduct, the

commission of a felony or the gross negligenceabir&ber.

5. Contractual Relationship

In performing the services under this Agreemeniy&ber shall operate as, and have the status of,
an independent contractor. Schreiber shall no¢ laahority to enter into any contract binding the
Company or create any obligations on the part®Gbmpany except as shall be specifically
authorized by the Company. The Company and Satreithl be mutually responsible for
determining methods for performing the servicesdiesd in Section 1 hereof.

6. Representatives and Notices

All notices provided for herein shall be in writirgnd may be served personally to the Fund
representative or its assigns and/or a represeatatiSchreiber, at their respective places of
business, or by registered mail to the addresadi party, or may be transmitted by facsimile.

7. Arbitration/Jurisdiction of the Court

Any claim or controversy arising out of, or relafito, this agreement, or breach thereof,
which is not settled between the signatories thémseshall be settled by an independent arbitrator
mutually acceptable to both parties. Jurisdicfmmany legal action is stipulated by the part&e
in the State of New York.

8. Miscellaneous

This Agreement constitutes the entire agreememidmt the Company and Schreiber relating
to the provisions of the Services on and afterdidite of this Agreement and may not be assigned
without the prior written consent of the other gartt supersedes all prior communications,
representations or agreements, whether oral otenwritvith respect to the subject matter hereof, and
has not been induced by any representations, statsrar agreements other than those expressed
herein. No agreements, hereafter made betwegatties shall be binding on either party unless
reduced to writing and signed by an authorizecteffof the party bound. This Agreement may be
executed in counterparts, each of which will bendle@ an original, but all of which together will
constitute one and the same instrument. This Ageee shall be, in all respects, interpreted and
construed, and the rights of the parties heret@gmd, by the laws of the State of New York without
regard to its conflicts of laws provisions.

[Remainder of page intentionally left blank]



IN WITNESS WHEREOF, the parties hereto, intendimdpé¢ legally bound, have caused
Consulting Agreement to be executed as of this di@thof October, 2014.

Austin, TX 7873€

Vermillion, Inc.
By: /s/ David Schreiber By: /s/ Eric Schoen

Name:David Schreibe Name:Eric Schoer

Title: VP, Finance & CAC
Date: October 10, 2014



Exhibit 10. 25

CONSULTING AGREEMENT

This Consulting Agreement (“Agreement”) confirme tiinderstanding between David
Schreiber (“Schreiber”) and Vermillion pursuanttbich the Company has retained Schreiber to
provide consulting services of the type describeldW (collectively, the “ Servicey, on the terms
and subject to the conditions set forth hereimannection with the matters referred to herein.

1. Scope of Services and Compensa

(@) Schreiber agrees to perform for the Companginoéng immediately upon the
signing of this Agreement, the Services in relatmthe Company’s evaluation and assessment of
the feasibility of various business strategieswbred by the Compar's CEO.

(b) Schreiber will also perform other duties from titogime as are reasonably reque
by Company and agreed to by Schre

(c) During the term of Agreement, Schreiber willgsd $375-per hour performing the
Services. Notwithstanding the preceding senteBckreiber will be paid a minimum of $3718 for
the three-month period from the date hereof (whégresents compensation for 100 hours of
Services.) Travel time will not be billed fc

(d) The Company shall make payments for Servic&ctoeiber promptly upon
presentation of a statement of services rendeBetireiber will invoice the Company on a monthly
basis.

(e) The Company shall reimburse Schreiber for éésonable out of pocket costs,
including meals, travel, lodging, parking and otBgpenses incurred connection with the
performance of his duties under this Agreemenavéktime will not be billed for

2. Period of Performance and Exclusiv

(&) Unless otherwise extended by the parties, tredment shall run for an initial
period of three (3) months from the date hered (tmitial Term”), and shall automatically renew
for additional three (3) month terms unless eitiamty provides written notice of its intent not to
renew (in each case, if any, a “ Renewal T&rmThe Initial Term and any Renewal Terms shall
constitute the* Term”.

(b) During the term of this Agreement, Schreibelishot perform Services related to
the Company’s business for any person during thme ¢ this Agreement other than the Company,
or an affiliate of the Company, without the Com[’s prior written consen

3. Termination

(&) The Agreement may be terminated by either Sodrer the Company at any time
upon five (5) days prior written notice. Upon sictermination, Schreiber shall be entitled to all
accrued payments and reimbursement of expensessgéria under this Agreement and due to him
on the date of termination. In Addition, if thigjeement is terminated by t



Company before the conclusion of the Term, Schresball be entitled to receive any amounts due
pursuant to the minimum guaranty payment set fiorthection 1(c)

(b) The parties acknowledge that the provisionSextions 1, 4 and other provisions,
which may be reasonably interpreted to be interdetb, so shall survive the expiration or
termination of this Agreemer

4. Indemnification

(&) The Company shall indemnify and hold harmledg&ber from and against any and
all claims, damages, losses and judgements (ingjudiasonable attorneys’ fees and costs) arising
from or related to this Agreement, except to thieeixthat the matter giving rise to such claim for
indemnity was the result of fraud, bad faith, reskhess, willful misconduct, the commission of a
felony or the gross negligence of Schreil

5. Contractual Relationshi

In performing the services under this Agreementy&ber shall operate as, and have the
status of, an independent contractor. Schreikadt st have authority to enter into any contract
binding the Company or create any obligations enptért o f the Company except as shall be
specifically authorized by the Company. The Conypamd Schreiber will be mutually responsible
for determining methods for performing the Servidescribed in Section 1 hereof.

6. Representatives and Notic

All notices provided for herein shall be in writirgnd may be served personally to the
Fund representative or its assigns and/or a remiasee of Schreiber, at their respective places of
business, or by registered mail to the addresadi party, or may be transmitted by facsimile.

7. Arbitration/Jurisdiction of the Cou

Any claim or controversy arising out of, or relafito, this Agreement, or breach thereof,
which is not settled between the signatories thémseshall be settled by an independent arbitrator
mutually acceptable to both parties. Jurisdicfmmany legal action is stipulated by the parttie
in the State of New York.

8. Miscellaneous

This Agreement constitutes the entire agreememtdsat the Company and Schreiber
relating to the provisions of the Services on diter ahe date of this Agreement and may not be
assigned without the prior written consent of ttieeo party. It supersedes all prior communications
representations or agreements, whether oral otenwriwith respect to the subject matter hereof, and
has not been induced by any representations, statsrar agreements other than those expressed
here. No agreements, hereafter made between ttiespshall be binding on either party unless
reduced to writing and signed by an authorizectceffof the party bound. This Agreement may be
executed in counterparts, each of which will bendle@ an original, but all of which together will
constitute one and the same instrument. This Ageee shall be, in all respects, interpreted and
construed, and the rights of the parties heret@gmd, by the laws of the State of New York without
regard to its conflicts of laws provisions.
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IN WITNESS WHEREOF, the parties hereto, intendim@é¢ legally bound, have
caused this Consulting Agreement to be executed thss 5" day of November, 2014.

Austin, TX 7873¢

Vermillion, Inc.

By: /s/ David Schreiber By: /s/ James LaFrance
Name:David Schreibe Name:
Title: CEO

Date: November 5, 2014



SPIRA L

Subsidiary

Vermillion, Inc. Subsidiaries

December 31, 2014

State/Country of
Incorporation/Formation

lllumeSys Pacific, Inc. ..............
Ciphergen Technologies, INC. ............. .o e ecvvvvnnnnenn
ASPIRA Labs, Inc. ........ccuuueeeee.

Exhibit 21.0

.................................... California

California

...................................... Delaware




Exhibit 23.1

Consent of Independent Registered Public Accouriing

Vermillion, Inc.
Austin, Texas

We hereby consent to the incorporation by referéndbe Registration Statements on Form S-3 (N88-189929 and

333-198734) and Form S-8 (Nos. 333-167204 and 33312) of Vermillion, Inc. of our report dated Mar81, 2015,
relating to the consolidated financial statementsich appears in this Form 10-K.

/s/ BDO USA, LLP
Austin, Texas

March 31, 2015



Exhibit 31.1

CERTIFICATION

I, Valerie B. Palmieri, certify that:

1.

I have reviewed this annual report on Forn-K for the year ended December 31, 2(of Vermillion,
Inc.;

Based on my knowledge, this report does not cordainuntrue 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 witleotdp the period covered by this repi

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

The registrar's other certifying officer(s) and | are responsifide establishing and maintaining d
losure controls and procedures ( as defined in &xgh Ac t Rules 13a-15(e) and 15d-156) internz
control over financial reporting ( as defined inchange Ac t Rules 13a-15(f) and 15d-15€6) the
registrant and havi

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and proce
to be designed under our supervision, to ensurentiaderial 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 preparec

(b) Designed such internal control over financial réipgr;, or caused such internal control over finat
reporting to be designed under our supervisionpitovide reasonable assurance regarding
reliability of financial reporting and the prepaocat of financial statements for external purpost
accordance with generally accepted accounting iples;

(c) Evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtéd
report our conclusions about the effectivenessefdisclosure 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 regid’'s internal control over financial reporting t
occurred during the registrant’'s most recent figparter (the registrast’fourth fiscal quarter in tl
case of an annual report) that has materially sdtbcor 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 ddversely affect the registrasitability 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

/sl Valerie B.
Date: March 31, 2015 Palmieri

Valerie B. Palmieri

President and Chief Executive Officer

(Principal Executive Officer)



EXHIBIT 31.2

CERTIFICATION

I, Eric J. Schoen, certify that:

1. | have reviewed this annual report on Forn-K for the year ended December 31, 2(of Vermillion,
Inc.,;

2. 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 witlect$p the period covered by this repi

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

4. The registrar's other certifying officer(s) and | are responsibiite establishing and maintaining d
losure controls and procedures ( as defined in &xgh Ac t Rules 13a-15(e) and 15d-156)) interne
control over financial reporting ( as defined inchange Ac t Rules 13a-15(f) and 15d-15€6) the
registrant and havi

(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 supervisionpttovide reasonable assurance regarding
reliability of financial reporting and the prepaocat of financial statements for external purpost
accordance with generally accepted accounting ipfes;

(c) Evaluated the effectiveness of the registramtisclosure controls and procedures and
presented in this report our conclusions aboutetfectiveness of the disclosure controls and
procedures, as of the end of the period coveratlibyeport based on such evaluation; and

(d) Disclosed in this report any change in the s&gnt's internal control over financial
reporting that occurred during the registrant’s tmesent fiscal quarter (the registrant’s fourth
fiscal quarter in the case of an annual report) ttag materially affected, or is reasonably likely
to materially affect, the registrant’s internal twhover financial reporting; and

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 @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

/sl Eric J.
Date: March 31, 2015 Schoen
Eric J. Schoen

Vice President, Finance and Chief Accounting Office

(Principal Financial Officer)



Exhibit 32.0

Certifica tion
Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarbané&xley Act of 2002
with Respect to the Annual Report on Form 10-K
for the Year Ended December 31, 2014

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (subsections (a) and (b) of section 135@ T
63 of Title 18, United States Code), each of theéemsigned officers of Vermillion, Inc., a Delaware
corporation (the “Company”), does hereby certifythie best of such officer's knowledge, that:

1. The Compan’'s annual report on Form -K for the year ended December 31, 2014, “Form 1(-K")
fully complies with the requirements of Sectiond)3¢r 15(d) of the Securities Exchange Act of 198
amended (th“Exchange AC"); and

2. The i nformation contained in the Form -K fairly presents, in all material respects, theaficia
condition and results of operations of the Comp.

Bruce A.
Huebner

Date: March 31, 2015 /sl Valerie B.
Palmieri

Valerie B. Palmieri
President and Chief Executive Officer

(Principal Executive Officer)

Date: March 31, 2015 /sl Eric J.
Schoen

Eric J. Schoen
Vice President, Finance and Chief Accounting Office
(Principal Financial Officer)

The certification set forth above is being furnidlas an Exhibit solely pursuant to Section 90éef t
Sarbanes-Oxley Act of 2002 and is not being fileghart of the Form 10-K or as a separate disclosure
document of the Company or the certifying officers.






