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PART |
CAUTIONARY STATEMENT

This report contains forwatdeking statements within the meaning of the "s&dgbor" provisions of the Private Securities Litiga Reform Act o
1995. All statements, other than statements obhcstl fact included in this report, are forwdmbking statements. Reference is made in partidol#ne
description of our plans and objectives for futoperations, assumptions underlying such plans &jectives, and other forwaldoking statemen
included in this report. Such statements may beatified by the use of forwartboking terminology such as "may," "will," "expett,believe,’
"estimate,” "anticipate,” "intend," "continue,” &ul," "predict,” "seek," "should,"” "would," "could;potential,” "ongoing," or similar terms, variati® o
such terms, or the negative of such terms, andidieclbut are not limited to, statements regardimgepted results of operations, capital expends,
earnings, management's future strategic plans,laf@went of new technologies and services, litigaticegulatory matters, market acceptance
performance of our services, the success and e#eetss of our technologies and services, ourtahidi retain and hire key personnel, the compe
nature of and anticipated growth in our marketstketaposition of our services, marketing effortsl grartnerships, liquidity and capital resources
accounting estimates, and our assumptions and jedigmSuch statements are based on managemenéataexpectations, estimates and projec
about our industry, management's beliefs, andiceatssumptions made by us, all of which are sulipechange. These forward looking statement
not guarantees of future results and are subjegtriomber of risks, uncertainties and assumptioatare difficult to predict and that could caustia
results to differ materially and adversely fromabalescribed in the forwatdeking statements. The risks and uncertaintiesrredl to above include, t
are not limited to, our ability to successfully iaase the volume of our existing tests, expandtimber of tests offered by our laboratory, increths
number of customers and partners and improve reseent for our testing; market acceptance of cbemmal microarray analysis ("CMA") a:
preferred method over karyotyping; the rate of sion to CMA from karyotyping; changes in consung@mand; our ability to attract and reta
qualified sales force and key technical personoet;ability to successfully develop and introdueavntechnologies and services; rapid technolo
change in our markets; supply availability; thecoue of existing litigation; our ability to bill @nobtain reimbursement for highly specialized tests
ability to comply with regulations to which our bess is subject; legislative, regulatory and catitipe developments in markets in which we and
subsidiaries operate, including changes in coding eimbursement methods; our limited market cép#ton; future economic conditions; otl
circumstances affecting anticipated revenues astscand other factors as more fully disclosedundiscussion of risk factors in Item 1A of Padf
this report. These forwardoking statements speak only as of the date sfrégport and we expressly disclaim any obligatiomrdertaking to relea
publicly any updates or revisions to any forwérdking statements contained herein to reflect @mnge in our expectations with regard theretong
change in events, conditions, or circumstances loichwany such statement is based, except as ogeereguired by law. Additional factors that cc
cause such results to differ materially from thoescribed in the forward-looking statements arefeeh in connection with the forwandoking
statements.

As used in this report, "the Company," "Wes" and "our" refer to CombiMatrix Corporationdiits majority-owned subsidiary companies.
Iltem 1. BUSINESS
Overview

CombiMatrix Corporation was originally inporated in October 1995 as a California corpormatin September 2000, we were reincorporatec
Delaware corporation, and in December 2002, we atkrgth, and became a wholly owned subsidiary aiadda Research Corporation ("Acacia")
August 2007,
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we split off from Acacia and became publicly tradedThe Nasdaq Stock Market. As a result of thi ofil we ceased to be a subsidiary of, or aftdi
with, Acacia.

We provide valuable molecular diagnostiisons and comprehensive clinical support to fosite highest quality in patient care. We speciain
miscarriage analysis, prenatal testing and pedigtnetics, offering DNAvased testing for the detection of genetic abnadtieslbeyond what can
identified through traditional methodologies. Weafpem genetic testing utilizing a variety of advadccytogenomic techniques, including chromost
microarray, standardized and customized fluoresséneitu hybridization ("FISH") and highlmesolution karyotyping. We are dedicated to praw
high-level clinical support for healthcare profesgils in order to help them incorporate the resoftsomplex genetic testing into patiezgntere
medical decision making.

We also own a orteird minority interest in Leuchemix, Inc., a prieadrug development company focused on developseyias of compounds
address a number of oncology-related diseases.

Market Overview

We develop and market our molecular tessienyices in two distinct markets: prenatal/posthdévelopmental disorders and hematology/oncc
genomics. We believe the molecular diagnostics ptaik one of the fastegrowing segments within the overall diagnostics kear Molecula
diagnostics, within the context of this discussitefers to the use of an individual's genetic asialyo guide medical decisianaking in the area
disease diagnosis and post-diagnostic managenmemlvdtive approaches to sequencing of the human genome and a growing aliajgpreciation ar
acceptance of the utility of genomic informatiorgimding clinical care have enabled the rapid ghoeftthis market. Many experts believe that the af
molecular diagnostics will continue to grow in t@ming years and will have a significant impacttoa way in which medicine is practiced.

Genes and Proteins

The human body is composed of billions eifs; each containing DNA that encodes the basitruitions for cellular function. The complete sf
an individual's DNA is called the genome, and igamized into 23 pairs of chromosomes, which arthéurdivided into smaller regions called ge
Each gene is comprised of a specific sequence\imgfour nucleotides (also called "bases"): A, and C. These bases are complementary t
another in that A binds only with T and G bindsyowith C. This interaction forms "base pairs", andesponsible for the double helix structure of®

The human genome has approximately thrdierbinucleotides. The order of these nucleotide&nown as the DNA sequence. When a ge
turned on, or expressed, the genetic informati@oéded in the DNA is transcribed (copied) to annmtediate format, called messenger RNA ("mRN
The mRNA code is then read and translated intoexifip protein product. Proteins direct numerouButar functions, some of which lead to
expression of individual traits, such as eye coloheight. Some level of normal variability is sehroughout the genome, however, abnormal varis
in the sequence of a gene, such as deletions,cdtiplis, or point mutations, can interfere with tleemal physiology of the cells in which that ges
expressed. These abnormal variations may leacséasé, predisposition to a disease, or an atygispbnse to certain types of drugs.

Genes and Molecular Diagnostics

There are a number of methods of genetidyais that are used in diagnostic genetic tesfiigy broadly fall into three main categories:ré)
sequencing of individual base pairs of DNA; (iisassing DNA copy number variation; and (iii) an&lgz gene expression. In many diagnc
situations, it is only necessary to analyze eithsingle gene or a small number of genes. Thisndistic testing can be accomplished by a numkt
different techniques, depending on the situatioowelver, when a larger number of genetic factorsinede analyzed, one of the most efficient met
of analysis is to use a
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chromosomal microarray (also referred to as "micend testing), which measures millions of DNA \&ions in a single experiment.
Microarray Testing for DNA Copy Number Variation

Microarray testing to assess DNA copy numizgiation is achieved by comparing a patientisogeic DNA to a reference genome to evaluat
relative gains and losses of genomic informatioom8& gains and losses of genomic information arevkntm cause genetic disorders, or predispc
person to a genetic disorder. Other gains and doms=considered benign because they occur innegibthe genome that are known to show varial
and have not been associated with any diseaseseast process. The reason we believe that micyaasting is such a powerful tool is that it ena
simultaneous analysis across the entire genomesingde reaction, providing a comprehensive analg$iall 46 chromosomes in a single test. Ur
gene expression arrays, which evaluate mRNA lewelsionitor the activity of specific genes, DNv&sed microarray analysis identifies quantite
defects in the number of copies of genomic DNA lideo to test for conditions that are known to bgoagted with gains and losses of chromos
information. Throughout this discussion, the tefmgroarray" and "array" are used interchangeadohy refer to DNA-based microarray testing.

Manufacturing microarrays involves affixifpgobes' (specific sequences of genomic DNA) $olal surface and then allowing labeled patient [
to hybridize, or to bind with the probes. We uglialigonucleotide ("oligo") probes, which are tygllg 25-75 base pairs in length. The first platform
approximately 180,000 oligo probes, and only messwopy number variation. This platform utilizesagr comparative genomic hybridizat
("aCGH"), in which both patient DNA and referencBl® sets are differentially labeled and allowed ¢onpetitively hybridize to the probes. Differen
in the intensity of the probe signals are usedssess patient DNA copy number changes. The sedatfdrm has approximately 850,000 oligo prol
which are designed not only to measure copy numagation, but also to assess single nucleotidgrpotphisms, or "SNPs." SNPs are single pt
along the genome that are highly variable with eespo which base pair is present (A, T, G or Camy given person. This platform compares lat
patient DNA to a computdrased reference sample, and it uses the differéndde intensity of the signal to assess copy remdhmanges, as well
information regarding the specific base at the $dtRtions to assess for chromosomal disordersittivatve abnormalities not related togaantitative
change in the amount of DNA. We custom designetl platforms to optimize both the sensitivity an@dificity of our microarray test.

Diagnostics Market Segmentation

In general, our diagnostic services andtesirmenu are focused around our highly speclinomic microarray. While there are risks assec
with billing and reimbursement of these highly dpézed tests, we believe that our market positod test portfolio provide significant leveragetlie
rapidly growing personalized genomics/diagnostjgace. Our test menu is further supplemented by wtat be considered more routine tests, w
allow us access to a broader, yet synergistic mafBar overall clinical market can be divided irtteo primary markets: (i) prenatal and postr
developmental disorders; and (ii) oncogenomic ngstor hematologic malignancies and solid tumorar @arket analysis indicates that our pote
client base for both of these markets can be divide three general customer segments, as detadledv. Our services are therefore tailored to |
the specific needs of each of these customer segmen

Prenatal Diagnostic Testing

. Community-based hospital pathology laboratories aggional reference laboratories: This segment of the market is characterize
hospitals that provide basic laboratory servicesdaunot offer complex genetic testing, such asrosicays. Generally speaking, in
past decade, most community hospitals have reledaalitional methods of chromosomal analysis, sagh

4
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karyotyping or FISH for miscarriage testing (alsferred to as "Products of Conception” or "POCHY this testing is typically sent oult
a specialty laboratory. However, based on morentedeghly compelling data demonstrating the supési of microarray testing -
karyotyping, we believe significant growth oppoiities exist in this segment. Another distinguishfiagtor of this segment involves
larger national and regional laboratories. Thed®ratories have sufficient professional competemteé sophistication to partner w
other service organizations to offer microarrayhterdogy as part of their service offerings. Thigreent of the market is characterizec
a preponderance of clients that require us toth#l patients' insurers directly, as opposed to gingain an institutional, diredbill
relationship.

. Physician groups: In the developmental genetics market, physigi@ups collectively constitute a significant markpportunity. Thi
segment of the market typically outsources alltait genetic testing services, meaning that theyire a global level of service ti
necessitates processing all aspects of patienndillThe physicians that make up this market inelwgeneticists, reproducti
endocrinologists, OB-GYNs and maternal fetal medii'MFM") specialists.

Postnatal Diagnostic Testing

. Pediatric neurology clinics and Children's Hosp#al This market segment, particularly the Childseidospital sector, generally |
relatively comprehensive laboratory capabilitied @erforms most basic genetic and chromosomahtg#tihouse, such as chromosc
analysis, fluorescenn situ hybridization ("FISH") and polymerase chain react{tPCR")based tests. These facilities typically pro'
comprehensive genetic counseling to their patievitéch is a key component in the clinical evaluatand utilization of complex genon
assays in the pediatric diagnostic arena. Duedoauic conditions, some institutions find themsslirethe untenable situation of hav
limited access to thirgarty manufactured kit components and being unéblénternalize such highly specialized genomic itg
platforms due to lack of expertise in this areaisT®egment of the market typically either outsosrite testing completely or identifie
laboratory to perform the technical component @f thsting while maintaining the professional comgran(test interpretation) iheuse
From a billing perspective, many of the customarthis segment prefer the direct billing model, amdividual test pricing is negotiat
with each institution.

Oncogenomic Diagnostic Testing

. National and regional reference laboratories andhert large hospitals/multi-hospital systems: This segment typically h
comprehensive capabilities and performs most ofbé&ic cancer genetic testinghiouse including, but not limited to, flow cytome
chromosome analysis, FISH and P8&sed testing, as well as routine pathology testitowever, we believe that many of th
institutions face budgetary constraints and subeettyy have difficulty trying to bring up new, spalized diagnostic tests, such
microarray testing. Perhaps even more so than détlelopmental disorders, we believe that this segroEthe market will frequent
outsource the technical component (i.e., the lgboygrocessing, or "TC") of their higtemplexity genomic test menu, while maintair
the professional component (i.e., the interpretatibthe test results, or "PC") wuse. In keeping with this strategy, we thereformis
on marketing our TC services to this segment oftlagket by providing direct billing options.

Technologies

In order to achieve the promise of persaedl medicine, our objective is to provide a switenolecular diagnostic tests based on the follg
array-based technologies.
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Oligo Arrays with SNPs

Our custom-designed oligo arrays allowaiarialyze DNA on a highly refined scale. By incagiing smaller probes (2575 bases in length), a
spacing these shorter probes closely togetherrevalde to provide a dense, higgsolution analysis of the whole genome. In addijtigith the platforr
we utilize, the oligos measure SNPs as part ofatidysis. Working with an industigligned consortium, this customized array focusesegions c
known clinical significance (i.e. regions known d¢ause weldescribed genetic syndromes when lost or gainedyedisas regions that make up
remainder of the genome, sometimes referred tchasyénomic backbone. Since the introduction of Huighsity oligonucleotide arrays with S
analysis into clinical medicine, many new genegicdsomes caused by genomic gains and losses hawe ded still continue to be, identified.

Metaanalyses and large prospective studies have deratetstthat microarray testing provides a significentrease in the detection rate
chromosomal abnormalities compared to standardgeyietic testing (i.e., karyotyping and evaluatiérihe tips of chromosomes, called subtelom:
by FISH). Although the percent increase varies thasethe type of sample being tested (i.e. misageritissue, pediatric sample, prenatal sample
data has shown that standard chromosomal analysgesnmany disorders that are easily identifialylerticroarray testing. The ability to identify
specific cause for a disorder or the cause of granecy loss assists not only with diagnostic mamesye, but also with anticipatory care.

In addition, microarrays have been showmgsist in the assessment of genetic instabilitnémy types of cancer, such as breast, hematc
brain, and the gastriotestinal tract. Previously, chromosomal evaluatid tumors through standard testing, such as kgpyng, proved exceeding
difficult, as karyotyping and FISH both requiredivactively dividing cells. Unlike karyotyping, hewer, microarray testing is DNBased, meaning tt
it can be performed on non-living tissue, includtisgue samples that have been fixed in formalthembedded in paraffin ("FFPE").

Oligo Arrays with SNPs for FFPE tissue

In oncology and some cases of miscarriagdyais, the involved tissue has typically beercpssed by a pathology laboratory by using formia
fix the tissue and using a paraffin block to sttre fixed sample. To be a comprehensive servicgigeo our microarray platform must be able
evaluate genomic alterations in FFPE samples. Wgrkiith our array platform manufacturer, we havecgssfully adapted our oligonucleotide array
analysis of FFPE specimens. During the specialZE€BE process, the fragmented DNA is 'restoredbngdr segments by ligating free DNA e
together prior to analysis. This restoration stegkes the oligo array particularly useful in anatygDNA samples that are of poorer quality, suc
older samples or tissue that have been stronghdfiin formalin and placed in a paraffin blockcaese the process 'restores' large segments theas
the assay's robustness and reduces "noise" iratae d

Our Services
Overview

We utilize the latest in microarray tectogiés to deliver molecular diagnostic servicestlf@r diagnosis of diseases and the managementief
care in two primary areas: (i) developmental disoscassociated with intellectual disability, cont@ranomalies, dysmorphic features, autism spat
disorders and miscarriage/stillbirth; and (ii) heatagy/oncology.

Developmental Disorders: Prenatal and Pediatric €ar

The focus of our developmental disordetesoif array tests is on the prenatal and postregiplication of microarrays to assist in diagno
genomic syndromes associated with intellectualbilisg,
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developmental delays, congenital anomalies, dyshiorfeatures and autism spectrum disorders. Althawaditional karyotyping was regarded as
"gold standard" for this type of diagnosis for thast two decades, recent matelyses and large prospective multicenter stuldée® definitivel
demonstrated a significant improvement in the deteaate of chromosomal abnormalities by micrograaalysis compared to standard karyoty
and/or FISH.

In 2010, the American College of Medicaln@tcs, which is the governing body for the utitiaa of genetic testing, recommended microe
testingin lieu of standard karyotyping children with intellectualabgities, developmental disorders, congenital abradities, dysmorphic features, ¢
autism/autism spectrum disorders based on thalatimicroarray analysidoubledthe detection rate of chromosomal abnormalitiethé@se patients.
2013, following the publication of a large, prostpes, multicenter trial designed to compare karyig to microarray analysis in the prenatal popoi
(Wapner et al.), the American College of Obstedrisi and Gynecologists, which is the governing bfadythe practice of medicine in the aree
obstetrics and gynecology, recommended that miagaanalysis be performdd lieu of standard karyotyping when fetal anomalies are pptese
ultrasound, or there is a fetal death or stillbiffhey also recommended that microarray analysisfieeed as an alternative to standard karyotyam
any other patient undergoing a prenatal diagng@sticedure, given the increased sensitivity of naoray analysis to detect chromosomal abnorma
even following a normal karyotype result.

Microarray analysis provides critical infeation for families and their physicians. In pretaare, it allows the physician and patient to enbktte
pregnancy management and care decisions, as wallloagng for the opportunity to provide anticipagacare with respect to abnormalities that ma
associated with a specific disorder that may notgerecognizable. Such knowledge can inform decgsiabout where to deliver (such as at a tel
care center for an infant with complex abnormaditiand how aggressive to be with neonatal supporeiy severe cases. In pediatric care, the sa
true. Once the cause of a child's development diésand/or congenital anomalies has been identifiatents, teachers and physicians can work tc
ensuring that appropriate medical and educatiosa decisions are made based on the child's condiind as with prenatal care, microarray ana
can assist in providing appropriate anticipatoryecauch as initiating screening tests at an eafie when the child's disorder is associated et
increased risk of a specific disorder or diseasepiwation.

Developmental Disorders: Miscarriage and StillbiAmalysis

As with prenatal and pediatric geneticsy&typing has been considered the standard of foarevaluating pregnancy losses for chromost
disorders. However, tissue from miscarriages, faedths and stillbirths is difficult to culture égv) in the laboratory, and this culturing proces
required in order to perform a karyotype. Microgremalysis is particularly useful in this arenajtadoes not depend on the successful growth all
culture. Instead, it relies solely on the cells'&Nvhich can be directly extracted from nearly detal tissue sample. While karyotyping fails to yide
a result in between 280% of these cases, microarray testing is abledvighe a result greater than 95% of the time. Thigarticularly beneficial in tf
analysis of first trimester pregnancy loss, as iéstimated that 560% of all first trimester losses are due to chreamal abnormalities. Being able
identify the cause of the miscarriage in one out\adry two women means that physicians are bébterta provide personalized reproductive couns:
and plan future pregnancy management for a mugeldaegment of their patient population.

The Evolution of Our Clinical Microarray Testing

In 2006, we introduced our first developtaédisorders microarray, which detected over Sfedint genetic disorders in one multiplexed anial
In October 2006, the U.S. Food and Drug Adminigira{"FDA") indicated that this test did not requimpproval under its guidance as it did not meg
definition of anin Vitro Diagnostics Multivariate Index Analysis ("IVDMIA"Following this

7
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determination, we launched our microarray test uride Clinical Laboratory Improvement Amendments1888 ("CLIA") guidelines for use in t
clinical care of patients. Since then, we have ¢hed several upgrades of this test. Our currentaaicay offering is capable of identifying more i
500 different chromosomal and genetic disordemsgirg from common conditions, such as Down syndrdtrisomy 21) and DiGeorge syndro
(deletion 22g11.2), to much more rare disorders.

We continue to monitor primary, paeriewed journals for information that allows usniake either incremental improvements to the ctirmenay
design, or much larger changes for a new versiasuofarray. As an example of our publicatidmiven approach, as early as 2009, we began tade
specific coverage of regions shown to be stronglyoeiated with autism spectrum disorders ("ASDs"predisposition to ASDs, long before
guidelines to testing children with autism/ASDslimded microarray analysis. It is now recognized #yagproximately 7% of all children with an Al
have a genomic abnormality that is identifiablenbigroarray. This contributes to the clinical recoemdation that chromosomal microarray analys
offered to all individuals with an ASD as part ofitst-tier diagnostic evaluation.

More significantly, based upon an ongoirgleation of current medical literature, we adopa@doligonucleotide microarray platform that anak
SNPs throughout the genome. In addition to assgsgimomic copy number variations, analysis of SKRables detection of regions of los:
heterozygosity ("LOH"), which indicate the presenhad a genetic imprinting disorder, or an increadskl of an autosomal recessive disorder dt
shared ancestry. In the miscarriage analysis si@Bs readily detect triploidy, molar pregnancay] maternal cell contamination, thereby decre:i
the number of additional ancillary testing oftequeed for such samples.

Oncology

Another area of focus for our diagnostitveres is cancer. At any given time in the Unitadt8s, there are several million individuals whihe
have cancer or are cancer survivors and are afaislecurrence. Patients who are newly diagnosid eancer require significant medical care, w
often includes physical examinations, biopsiesguiistic testing, chemotherapy, surgery, extendagpited stays and radiotherapy. We have devel
and continue to develop, a series of diagnosticoaitay tests that, through the genetic analysiblobd, tissue or biopsy samples, will pro\
additional genomic information to physicians foeuis providing more personalized management of fhetients.

We offer microarray testing to address saivef the common hematological malignancies, vatparticular emphasis on Chronic Lymphoc
Leukemia ("CLL"). Our arrayrased test is designed to evaluate the underlyémgtes aberrations in the cancer cells to assigtraviding additione
information regarding the likely clinical course thfe disease. Such information can then be utillzeghysicians, in combination with other test:
make better-informed patient management and tredtderisions and recommendations.

In breast cancer, HER2 status has beeititnaally determined by immunohistochemistry ("IHQb assess the amount of HER2 protein prese
by FISH analysis to evaluate for the presence oRBilgene amplification at the DNA level in cancellceHowever, both of these tests are relati
subjective, and studies have shown significantalmlity in interpretation between different pathgilsts on similar cases. To complicate matters én
some cases show equivocal results (i.e. not clgmdjtive or negative), and up to 20% of cases hseordant IHC and FISH results, in which or
positive and the other is negative. Due to the imglete assessment of chromosome 17 and the corapletural alterations associated with br
cancer, we believe FISH and IHC remain imperfeagdostic tests for HER2 status determination. Imtrest, microarray analysis of chromosomu
provides an objective result for the assessmemtER2 copy number and resolves both equivocal asdodiiant HER2 results obtained by FISH
IHC.
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Our Strategy

Our strategic intent is to become the piieent diagnostic services laboratory for prenataroarray testing. To achieve this, we have reg
implemented a threpronged approach to drive market adoption. Theetle@mponents we are leveraging include: 1) expandur direct sales effol
and emphasizing direct sales in miscarriage arslgsiting; 2) leveraging pathology partnershipst 8pestablishing strategic alliances with indu
partners.

Direct Sales Efforts in Miscarriage Analysis

Our sales and marketing representativeseagiyely market our miscarriage analysis micrgatesting to the three primary physician grc
involved in miscarriage analysis: OB/GYNs, MFMsdatte historically underserved pathology communityis the OB/GYN, and occasionally 1
MFM who perform the surgical procedure to removalfand placental tissue from the uterus followinfetal death or a miscarriage. The patholo
are the custodians of this tissue and are oftergeldawith determining which reference lab to uélior sendsut testing on the specimen. Our strat
sales approach is to engage with, and sell toniiéiple decisionmakers in the laboratory and the clinic, culmingtimith the pathologist. We belie
this pathologyeentric approach to miscarriage analysis testinggus a competitive edge against our competitotisat our competitors' primary se
call point is the medical office clinician and thprimary test offering focus is on other producservice lines in developmental testing.

Recent studies by the National Institutélealth, which were published in theew England Journal of Medicine December of 2012, indicate t
the clinical benefit of DNA microarray testing isegter than that of traditional karyotyping for lbatillbirths (Reddy, et al.) and for invasive pedare
(Wapner, et al.). In addition, in December 2013 #kmerican College of Obstetricians and Gynecotsg{$ACOG") issued a Committee Opin
recommending microarray analysislieu of karyotypingor cases of fetal death and for stillbirths. We kveraging our direct sales channel anc
strategic partners' channels to capitalize on gpodunity created by the publishing of these laadostudies and the recommendation of ACOG, w
we believe highlights the superiority of microartagting compared to traditional testing, suchaydtyping and FISH.

Pathology Partnerships

Since pathologists are a critical componienthe referral to reference lab testing, we hagéablished and will continue to pursue mull
relationships to facilitate the expansion of ouagrservices. We plan to pursue additional relatigps and collaborations with pathology groupsdm
access to sales, marketing and distribution chanfiélese relationships include alliances with otteenplementary laboratory service providers, w
helps us increase our market reach and frequeneigits to potential customers.

Strategic Alliances

Strategic alliances with established indupartners allow us to rounalit our test menu to offer complete testing sohgito MFM specialists a
OBJ/GYNSs, and enable us to capitalize on the denflandomplementary techniques such as imvasive prenatal testing ("NIPT"). We have eststis
several key partnerships in the past year, mostbhptwith Sequenom, Inc., where we jointly annowuhde August 2013 that we entered int
collaboration agreement to market and promote raicay analysis to confirm abnormal NIPT results amdffer a broader scope of detectior
chromosomal abnormalities for patients undergoiagrmbstic testing.

In addition, we have focused our reimbursetrefforts to maximize collections for all of thests that we perform. We internalized our billangt
collections process in 2012 and are augmentinditlirg and reimbursement department to secureréupositive coverage decisions and optimize f.
relations. We
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are also focused on increasing our managed caatorehips, and we recently announced payor cdstfac cytogenomic testing for over 60 milli
covered lives in the United States.

Billing and Reimbursement
Payor Categories

Revenues from our clinical laboratory temts generated primarily from the provision of tesgults to the referring healthcare provider, hos
reimbursement can come from several different ssur®epending on the billing arrangement and aplpléc law, parties that reimburse us for
services include direct-bill customers, thpdrty payors and individual patients. Where thera coverage policy, contract or agreement in plaeebill
the thirdparty payor, the hospital or referring laboratosyveell as the patient (for deductibles and coinsceaor copayments, where applicable
accordance with the policy or contractual termseVéithere is no coverage policy, contract or ageseiim place, we pursue reimbursement on beh
each patient on a case-by-case basis and relyplicage billing standards to guide our claims @ss:

Our direct-bill payors include healthcamstitutions such as hospitals and clinics, andmes circumstances, patients themselves. For tleetdiiill
and individual patient categories, our diagnostiviees are billed and revenues are recognizedtableshed contractual rates, once the test relsaite
been delivered to the ordering physician.

Thirdparty payors include organizations such as commlergurance companies, as well as government pagoluding Medicare and Medica
We bill our tests to these payors using individoiling codes known as Common Procedural Terminpl§€PT") codes established for arrbgsel
laboratory diagnostic testing. For the non-govemntalethirdparty payor category, our diagnostic services alledbat our list prices for the te
performed, but they are recognized for accountimg) fnancial reporting purposes as diagnostic serevenues based upon the amounts expectet
collected. The difference between the amount biltedach payor and the amount expected to be tedlés recorded as a contractual allowance
governmental payors, we recognize revenues basedpyblished fee schedules established by the GefateMedicare and Medicaid Services ("CM
or various state Medicaid fee schedules.

CPT Coding

CPT codes are the main data code set uggahysicians, hospitals, laboratories and othetthezare professionals to report separageyabl
clinical laboratory tests for reimbursement purposghe CPT coding system is maintained and updatedn annual basis by the American Mec
Association ("AMA"). In 2012, the AMA added over@hundred new CPT codes for specific moleculastesth as ours. These new codes replact
more general "stacking" codes that were previouskd to bill for these services, and they becarfextdfe January 2013. In the Final Physician
Schedule Rule, which was issued in November 20MS Gtated that it had determined it would pay fer hew codes as clinical laboratory tests, w
are payable on the Clinical Laboratory Fee Sche@@@eFS"). Although the various Medicare Adminigtve Contractors ("MACs") established pric
based on a "gap filling" methodology, not all oé ttodes were priced by CMS and were omitted fraa201.4 Clinical Lab Fee Schedule. These inc
molecular codes used by CombiMatrix in billing farr molecular microarray tests.

The omission by CMS of pricing for cert&®T codes used by us could have an adverse impagtiorevenues and cash reimbursement ¢
forward. We continue to work with billing consultanand industry advisory groups to determine whé&rimation and action is required to en
reimbursement. There is also a possibility thaeothirdparty payors will not establish positive or adeguadverage policies or reimbursement ri
Though pricing will vary from payor to payor, itigo early to assess the impact, if any, that thession of pricing on certain molecular CPT codes
have on our results of operations.
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Reimbursement

For the years ending December 31, 2013281@, approximately 31% and 38% of our diagnosiwvises revenues were derived from direct
customers, 67% and 55% from thjpdsty commercial insurance carriers and 2% and ro¥h government payors, including Medicare and seaat:
Medicaid plans, respectively.

With respect to the third-party payors theg bill, we are considered an "out+oétwork™ provider with the majority of the carriergsulting it
varying expected reimbursement amounts, which wievgeis not unusual for a company such as ours dffars highly specialized and/or unic
testing. An "inhetwork" provider has a contracted arrangement trighinsurance company or benefits provider. Tlistract governs, among otl
things, service-level agreements and reimbursemag¢@s. In certain instances, an insurance comparymagotiate an "imetwork" rate for our testir
rather than pay the typical "out-oktwork" rate. During our operating history, we édeen able to receive reimbursement for most pftests fron
major commercial thirgharty payors based on their established policies. é¥orts in obtaining reimbursement based onvigdial claims, includin
pursuing appeals or reconsiderations of claimsadgeniequire a substantial amount of time and efford bills may not be paid for many months,
all. Furthermore, if a thirgharty payor denies coverage after final appealmemt may not be received. We implemented a revepole manageme
system and have expanded our billing and collestibepartment to address these issues. We havexasated managed care contracts to become "ir
network" with certain thirgearty payors. However, we cannot predict whethegraer what circumstances, payors will reimbungeroicroarray test
Payment amounts can also vary across individuatipsl Denial of coverage by payors, or reimbursenae inadequate levels, will have a matt
adverse impact on market acceptance of our tests.

Governmental Regulation

Our business is subject to extensive lawgsragulations as described below. It is imposdiblpredict what future changes will be made tefat
state and local laws and regulations and the impattsuch changes may have on us.

The Patient Protection and Affordable Care Act

Comprehensive health care reform legistafimssed in 2010 and titled The Patient Protectiod Affordable Care Act ("ACA") institute
permanent cuts to the CLFS, which are in additmthe automatic sequestration reductions mandatetiebBudget Control Act of 2011. Most of
regulations implementing the ACA will not be firedid until the end of 2014 and beyond, making itasgible to predict with certainty the ultim
effects that the ACA will have on us. Generallye tACA and private payers continue to experimenhwirious payment mechanisms designe
contain costs, for example, accountable care ambgel care organizations. These reforms presefiecpes and unpredictability to laboratories
ours.

Clinical Laboratory Improvement Amendments of 1988

As a clinical reference laboratory, we szquired to hold certain federal, state and loizanses as well as certain certifications and psria
conduct our business. Under CLIA, we are requicekddid a certificate applicable to the type of wark perform and to comply with standards cove
personnel, facilities administration, quality systeand proficiency testing. We have a certificdtaazreditation under CLIA to perform testing and
accredited by the College of American Patholodi$EBAP"). To renew our CLIA certificate, we are sebf to periodic inspection standards applicak
the testing we perform. Should regulatory compl@areguirements become substantially more compleetational costs at our lab might increase i
future. If our laboratory is out of compliance wiiLIA requirements, we may be subject to certaimcans including suspension or revocation of
CLIA
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certificate and various civil and/or criminal peiies. We must maintain CLIA compliance and cerdfion to be eligible to bill for services provides
Medicare beneficiaries. If we were to be found olitompliance with CLIA program requirements andbjeated to sanction, our business couli
harmed. We are not able to guarantee that we ad@s@ll future license and/or certification insjet.

U.S. Food and Drug Administration

Regulations by the U.S. FDA regarding gientetsting are in a state of flux and changes ésétregulations could dramatically affect the mualks
diagnostics industry in the near future. While #i2A has the authority to regulate laboratory depetb tests ("LDTs"), it has generally exerci
enforcement discretion in the area of LDTs perfatrhg CLIA-certified laboratories. However, with tlaevent of Direct-ta&zonsumer DNA testir
(i.e., testing that is marketed directly to the lpyhdoes not require a physician's order, and igies risk factor information rather than diagnosti
prognostic information), genomic testing using raray technology (particularly single nucleotiddypnorphism arrays) has come under scrutin
July 2010, the FDA held a twaday public meeting to obtain input from key staleles, including physicians, laboratory directamsgulatory an
accrediting body members and the general publgarding the structuring of a regulatory framewank EDTs. During this meeting, we believe the
became clear that the FDA's primary concern has fesdo with CLIA-certified laboratories (such asrg) performingclinical microarray testin
(i.e., testing ordered by a physician for medicaligessary reasons, including disease diagnosistaring and treatment decisions) and more to db
Direct-to-Consumer laboratories performingn-clinical testing that relies on what the FDA has referrecgd'black box" proprietary algorithms
interpret their microarray data. This meeting camehe heels of a U.S. Government Accountabilitfic@freport entitled "Direct-t@&Gonsumer Genet
Tests: Misleading Test Results are Further Comigitd8y Deceptive Marketing and Other Questionabtecites.” While no specific guidelines
timelines were stated, industry participants gdhetfzelieve that changes to how the FDA regulat&TE will be forthcoming. There can be
assurance, however, that such changes will nottivegiaimpact our business. Generally speaking, FiBA and the legislative branch frequel
entertain proposals that would increase FDA ovétsif laboratories like ours and the testing thatamnduct. The outcome and impact of such prog
on our business is impossible to predict. The FDdy impose a range of penalties for rmmmpliance with any of its rules, including recait§unction:
and sanctions, any of which would negatively imgagatbusiness.

Health Insurance Portability and Accountability Act

Under the federal Health Insurance Poritggbiind Accountability Act of 1996 ("HIPAA"), the \3. Department of Health and Human Sen
issued regulations to protect the privacy of indiddls' personal medical and health information uglothe implementation of security measures
govern how such data is stored and maintained,tariit the disclosure of this "protected healtiiormation”to only those who receive spec
authorization from the individual. The federal Hhdhformation Technology for Economic and Clini¢d¢alth ("HITECH") Act, enacted in Februe
2009 expanded the HIPAA rules significantly, intgardar HIPAA enforcement. For example, HITECH auries state attorneys general to bring
actions on behalf of state residents and it requitelS to conduct extensive auditing. Perhaps nmogbitantly, HITECH renders HIPAA direc
applicable to the "business associates" of covengities, which in some cases may mean us. Thelmmegulation implementing most of the HITE
provisions was published in January, 2013. In Fatyu2014, CMS issued final rules amending HIPAAptovide individuals or their persoi
representatives with the right to receive copieghefr test reports from laboratories covered by A and/or to request that such test repor
transmitted to certain third parties. This rulegenpts many state laws that prohibit laboratoriks turs from directly providing individuals witheh
test reports. Violations of HIPAA regulations indticivil and criminal penalties, including up tatgears imprisonment. Consequently, our policied
procedures are designed to comply with such reigakit The requirements under these regulations chaypge periodically and we will continue
monitor such changes.
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There are also a number of state laws ginvgrconfidentiality of health information that ampplicable to our operations, and new laws goweg
privacy may be adopted in the future. Violationsoich laws could affect our applicable state licemsand could also result in criminal and/or ¢
penalties.

In addition, HIPAA and many state laws wbuéquire that we provide a written notification affected individuals, certain federal and <
agencies, and possibly the media if we sufferedeadh of personal medical or health information.ilé/tve believe that we comply with regulatic
currently, we can provide no assurance that weavéll remain in compliance with diverse priva@quirements as they develop.

We believe that we are in compliance wik turrent Transactions and Code Sets Rule. ThellGOM compliance date is October 1, 2C
Failure to comply could adversely impact our reimdaumnent and the ongoing efforts of other provi@ders payers to comply could have a negative ¢
on our receipts and net revenue. We also belieatevib are in compliance with the Operating Rulesefectronic funds transfers and remittance ac
transactions. We will continue to assess our coermytstems to ensure compliance with such requimesne

Federal and State Insurance Regulations, Self-rafétrohibitions and Anti-kickback Laws

We are subject to federal and state lawsh &s the Federal False Claims Act, state falsensl acts, the illegal remuneration provisionshe
Social Security Act, the federal anti-kickback lawtate antkickback laws, and the federal "Stark" laws, thaveyn financial and other arrangem:
among healthcare providers, their owners, vendodsreferral sources, and that are intended to ptdwealthcare fraud and abuse. Among other tt
these laws prohibit kickbacks, bribes and rebaesyell as other direct and indirect payments erdglitting arrangements that are designed to i
the referral of patients to a particular provider fmedical products or services payable by anyrddealthcare program, and prohibit presentinglse
or misleading claim for payment under a federastate program. They also prohibit some physicidiiregerrals. These laws are liberally interpre
and aggressively enforced by multiple state andrfdcagencies and law enforcement (including irmbliai "qui tam" plaintiffs) and such enforcemer
increasing. For example, the ACA increased fundiomgfederal enforcement actions and many state lestablished their own Medicare/Medic
Fraud Units and require providers to conspicuopsist the applicable Unit's hotline number. Possshlections for violation of any of these restriot
or prohibitions include loss of eligibility to pasipate in federal and state reimbursement programascivil and criminal penalties. Changes in tHase
at all levels of government are frequent and cdotdease our cost of doing business. If we faictonply, even inadvertently, with any of th
requirements, we could be required to alter ouramns, refund payments to the government, logdioensure or accreditation, enter into corpc
integrity, deferred prosecution or similar agreetaenith state or federal government agencies, awbe subject to significant civil and crimi
penalties.

State Laboratory Licensing

In addition to federal certification reqerinents of laboratories under CLIA, licensure isuiesd and maintained for our clinical referenceolatbory
under California law. We currently maintain a lisenin good standing with the California DepartmeihtHealth Services ("DHS"), but if our clinic
reference laboratory is found to be out of commgewith California standards, our license may kspsnded or revoked by the California DHS, an
may be subject to fines and penalties.

We must also satisfy various applicatiod provisional requirements for other states in Whie desire to conduct business, and we have &o
licenses for Florida, Maryland, Pennsylvania anddhisland. We are also licensed by the New Yo&kteSDepartment of Health specifically
cytogenetics and genomic microarrays relating tigigc specimens and to products of conceptionpdasnfor miscarriage analysis. We may bec
aware from time to time of additional states tlefuire out-of-state laboratories
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to obtain licensure in order to accept patient spens from those states, and it is possible thagragtates do have such requirements or will hagk
requirements in the future. If we identify any athetate with such requirements or if we are coethdly any other states advising us of :
requirements, we intend to strictly adhere to tigructions and guidelines from the state regusadsrto how we should comply with such requirem
There can be no assurance, however, that our &tfodomply will be successful.

Commercial Operations

All services offered by us are performeaun CLIA certified, CAP accredited clinical labtoay in Irvine, California. Our commercial operats
infrastructure includes sales, marketing, clinEabport services and billing/reimbursement. We iooietto build a nationally focused commercializa
strategy by interacting directly with pathologistspedical geneticists, maternal fetal medicine spists, reproductive endocrinologis
obstetrician/gynecologists, pediatric neurologéstsl genetic counselors. The markpecific experience of our direct sales force, déedipvith regione
and local territory experience, is expected toease physician awareness and demand for our ser@ce marketing and clinical support services &
work in tandem to increase awareness and apprepuidtzation of our services by both physiciangl gratients. Our marketing initiatives incl
traditional marketing tactics such as physiciancation, professional medical society and advocaageshows as well as web based initiatives.
billing and reimbursement team works to facilitatecess to our services by assisting ordering playsicand their patients with healthcare insur
billing, appeal processes, patient payment optiand, securing managed care contracts with williageps. In addition to our direct sales approact
actively market our services to other laboratotieeugh pathology partnerships and through stratajances with complementary industry partners.

Seasonality

Our business is subject to the impact aerality, particularly during the m&limmer months when patients tend to be less likebisit theil
healthcare providers and pursue diagnostic testimgphysicians are on vacation. In addition, dutirgwinter months, disruptions in transportatios
to inclement weather may affect not only patieatslity to visit their healthcare providers, butnitay also prompt provider concerns about pote
disruption or delay in sample processing, both biclw negatively impact our business. Consequetiiy, demand for our services, in general, cou
subject to declines in the summer and during psraicdevere weather.

Patents, Trademarks and Licenses

As a part of our corporate restructuringitttoccurred in 2010, many of the patents listedowelvere licensed to a private compe
CustomArray, Inc., for which we receive minimum atties of $100,000 per year. The intellectual propaghts listed below are not currently use
our molecular diagnostics services business.

In the United States, we have been isserdJnited States patents related to our formerdduAtray tool business. Three of these patents
Patent Nos. 6,093,302 and 6,280,595, which expirdamuary 5, 2018 and 6,444,111, which expires ligctb3, 2019) are first generation techno
relating to methods for electrochemical synthe$iarcays of DNA and other biological materials aslivas nonbiological materials. The fourth Unit
States Patent (U.S. Patent No. 6,456,942 whiclrexganuary 25, 2020) describes and claims a neiwoastructure for array synthesis and analysis.

The fifth United States Patent (U.S. Patent No73,087 which expires November 9, 2021) describescdaims a porous coating material that co
electrodes and is used as a thdemeensional support material for electrochemicaitlsgsis on the individual electrodes of an arraglettrodes. Tt
sixth (U.S. Patent No. 7,323,320 which expires &mjpier 12, 2022) and seventh (U.S. Patent No. ®©863yhich expires September 12, 2022) Ur
States Patents have been assigned to another cpnijemeighth United
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States Patent (U.S. Patent No. 7,507,837 whichrexfecember 22, 2025) describes and claims a ggdoe performing an isolated palladium (I)-
mediated oxidation reaction on our electrode fdlding libraries of organic compounds electrocheafiicand in parallel. The ninth United States Pt
(U.S. Patent No. 7,541,314 which expires Februdr2P26) describes and claims a microarray witinkel that is cleaved by a base for use in sele
removal of oligonucleotides from the microarraytehth United States Patent (U.S. Patent No. 7,798vkhich expires September 13, 2024) desc
and claims method for electrochemical removal dafl-detbile protecting groups on an electrode microawaing an organic solution. Corresponc
patents describing and claiming methods for eletigmical synthesis of arrays have been issued ito the European Union, Australia, and Taiwan
are pending in the remaining major industrializedrkets. We have filed patent applications relattognew methods of, and materials
electrochemical synthesis and for electrochemietation, which eliminates the need for opticalers.

We seek to protect our corporate identitst aervices with trademarks and service marksdtfitian, our trademark strategy includes protectim
identity and goodwill associated with our techn@sgand services. Currently, our registered tradksnaclude COMBIMATRIX®.

We attempt to obtain licenses to the patent rigtitethers when required to meet our business dbgtFor example, we purchase chen
reagents from suppliers who are licensed underogpiate patent rights. Further, our policy is tdaib licenses from patent holders for our sen
whenever such licenses are required. We evaluatgdifvhen a license is needed or required depengiog the individual circumstance.

Competition

We believe that competition within our mefrks increasing. Our business competitors in thi¢gdd States include regional DNA microarray clai
laboratories, both commercial and academic, as agelarge national companies such as LabCorp @hrés acquisition of Genzyme), Perkiimet
(through its acquisition of Signature Genomics) approximately ten others. Some of these competitay possess greater financial, technical, hi
and other resources than we do. In addition, tdolgizal advances or entirely different approachegetbped by one or more of our competitors ¢
render our services obsolete or uneconomical. Xtstieg approaches of competitors or new approachéschnology developed by competitors ma
more effective than those developed by or curreutilized by us.

Our market is rapidly changing, and we expe face additional competition from new marketrants, new product and service development
consolidation of our existing competitors. As newnpetitors emerge, the intensity of competition rimayease in the future. An example of this is
emergence of NIPT companies in the past severaby&hese companies offer a screening test tlamnigplementary to diagnostic microarray testin
clinical guidelines recommend that all positive NlPesults be confirmed with diagnostic testing perfed using an invasive technique, suc
chorionic villus sampling or amniocentesis. We &edi that by including NIPT as part of our testiegertoire, we have a more complete offering
helps mitigate competitive risk and optimizes pattieare.

Research and Development

Our research and development activitiemarily relate to the development and validationdizgnostic tests in connection with our special
developmental disorder and oncology array-baseghdistic services.

Employees

As of December 31, 2013, we had 43 fulledaguivalent employees, one of whom is an M.D. anotler who is a Ph.D. We believe that
maintain good relationships with our employees arednot subject to collective bargaining arrangesen
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Environmental Matters

Our operations involve the use, transpiomatstorage and disposal of hazardous substaAses result, we are subject to environmental aradtih
and safety laws and regulations. The cost of comglwith these and any future environmental regoet could be substantial, though historically ¢
costs have not been significant. In addition, if fa& to comply with environmental laws and regidas, or release any hazardous substances in
environment, we could be exposed to substantibllilya in the form of fines, penalties, remediaticnsts and other damages and could even st
curtailment or shut down of our operations.

Available Information

We are subject to the informational requieats of the Securities Exchange Act of 1934. Tioeee we file periodic reports, proxy statementd
other information with the SEC. Such reports, pretgtements and other information may be obtaiyedditing the Public Reference Room of the ¢
at 100 F Street N.E., Washington, D.C. 20549 or dayling the SEC at 1-800-SE@330. In addition, the SEC maintains an Interne¢
(http://www.sec.gov) that contains reports, prorg nformation statements and other informatiorarding issuers that file electronically.

Additional financial and compamgtated information can be found in the Investolaens section of our website at www.combimatmxc Ou
Annual Reports on Form 10-K, our Quarterly Repants Form 10-Q, our Current Reports on Forid &nd amendments to those reports file
furnished pursuant to Section 13(a) or 15(d) ofSkeurities Exchange Act of 1934, as amended, aderavailable free of charge on our website as
as reasonably practicable after we electronicaléythem with or furnish them to the SEC. Infornoaticontained on our web site is not part of
Annual Report on Form 10-K or our other filings vthe SEC.

The charters of our Audit Committee, oum@e@nsation Committee and our Nominating and Goverm&ommittee are available on the Inve
Relations section of our website under "Corporateeenance." Also available on that section of oebsite is our Code of Business Conduct and E
which we expect every employee, officer and diretworead, understand and abide by. This informmaisoalso available by writing to us at the adc
on the cover of this report.

Item 1A. RISK FACTORS

An investment in our securities involves a highrde®f risk. Before making a decision to purchasesecurities, you should carefully considel
of the risks described in this annual report. Tieks and uncertainties described below are notothlg ones we face. Additional risks and uncertes
not presently known to us or that we currently démmaterial may also affect our business and resofitoperations. If any of these risks actuallyug
our business, financial condition or results of m@i®ns could be seriously harmed. In that eveme, market price for our common stock could de:
and you may lose part or all of your investment.

Risks Related To Our Business

We have a history of losses and expect to incur atfidnal losses in the future.

We have sustained substantial losses sincénception. We may never become profitable f evé do, we may not be able to sustain profitap
We expect to incur significant research and devekm, marketing, general and administrative expen&e a result, we expect to incur losses fo
foreseeable future.

To date, we have relied primarily upon isgllequity and convertible debt and equity se@sitias well as payments from strategic partne
generate the funds needed to finance the impleriemaf our
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business strategies. We cannot assure you thatilveotvencounter unforeseen difficulties, includithe outside influences identified below that

deplete our capital resources more rapidly thaicipated. Our subsidiary companies also may beireduo obtain additional financing through b
borrowings, debt or equity financings or otherwiafjch would require us to make additional investiseor face a dilution of our equity interests.
cannot be sure that additional funding will be &alale on favorable terms, if at all. If we fail adtain additional funding when needed for our sdiasy
companies and ourselves, we may not be able taigxear business plans or continue operationspanthusiness may be materially adversely affe:

We began commercialization of our molecdliagnostics services in 2006. Accordingly, we havinited operating history of generating revet
from services. In addition, we are still developmg technologies and service offerings and argestibo the risks, expenses and difficulties freqly
encountered by companies with such limited opegatistories. Since we have a limited operatinganjstwe cannot assure you that our operations
become profitable or that we will generate suffitieevenues to meet our expenditures and suppo#ativities.

Because our business operations are subject to mangcontrollable outside influences, we may not sueed.
Our business operations are subject to nouserisks from outside influences, including tbhkdwing:

. Technological advances may make our arbaged technology obsolete or less competitive,aanal result, our revenue and the valu
our assets could materially decrease.

Our services are dependent upon oligonucleait® SNP arraypased technologies. These technologies compete aeithientione
diagnostic technologies such as karyotyping, FISid polymerase chain reaction, or PG&sed tests. Our services are substar
dependent upon our ability to offer the latest ienwarray technology in the chromosomal microamaglysis and proteomic markets.
expect to face additional competition from new near&ntrants and consolidation of our existing catitgrs. Many of our competito
have existing strategic relationships with majorahaceutical and biotechnology companies, greabenntercial experience a
substantially greater financial and personnel resssithan we do. We expect new competitors to eenang the intensity of competiti
to increase in the future. If these companies ate ® offer technological advances, our services lhecome less valuable or e
obsolete. We cannot provide any assurance thatirexi®r new competitors will not enter the markeithwthe same or simil
technological advances before we are able to do so.

. New environmental regulation may materially incredise net losses of our business.

Our operations involve the use, transportatistoyage and disposal of hazardous substancesasral result, we are subject
environmental and health and safety laws and régok If we were to be found in violation of thdag/s and regulations, we may f.
fines or other penalties. Also, any changes inaHasvs and regulations could increase our compliecasts, and as a result, cc
materially increase our net losses.

. Our technologies face uncertain market value.

Our business includes many services, some afhwliere more recently introduced into the markiéé cannot provide any assura
that the increase, if any, in market acceptandbede technologies and services will meet or excee@xpectations.

Further, we are developing services, some atlwhave not yet been introduced into the markdacdk of or limited market acceptar
of these technologies and services will have a naidverse effect upon our results of operations.
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. We obtain components and raw materials from a échihumber of sources, and, in some cases, a sswlece, and the loss
interruption of our supply sources may materialvarsely impact our ability to provide testing sees to meet our existing or futi
sales targets.

Substantially all of the components and rawemals used in providing our testing services, udaig array slides and reagents,
currently provided to us from a limited number otisces or in some cases from a single source. Apglg interruption in a sole sourc
component or raw material might result in up taegesal month delay and materially harm our abii@yprovide testing services unti
new source of supply, if any, could be located gudlified. In addition, an uncorrected impuritysupplier's variation in a raw mater
either unknown to us or incompatible with our pEsiecould have a material adverse effect on odityatn provide testing services. \
may be unable to find a sufficient alternative dyghannel in a reasonable time period, or on cornially reasonable terms, if at all.

Any one of the foregoing outside influeneaay require us to seek additional financing to tribe challenges presented or to mitigate a lo
revenue, and we may not be able to obtain the wnefiencing in a timely manner on commercially @@able terms or at all. Further, any one o1
foregoing outside influences affecting our businessld make it less likely that we will be ablegain acceptance of our array technology by reseas
in the pharmaceutical, biotechnology and acadewricnounities.

Our revenues will be unpredictable, and this may mirially adversely affect our financial condition.

The amount and timing of revenues that ves mealize from our business will be unpredictaideause whether our services are commerci:
and generate revenues depends, in part, on theseéfind timing of our potential customers. Alsor gales cycles may be lengthy. As a result,
revenues may vary significantly from quarter to era which could make our business difficult tomage and cause our quarterly results to be t
market expectations. If this happens, the priceusfcommon stock may decline significantly.

The genetic diagnostic laboratory market is charaatrized by rapid technological change, frequent newwroduct and services introductions, an
evolving industry standards, and we may encounteritficulties keeping pace with changes in this marke

The introduction of diagnostic tests embindynew technologies and the emergence of new indegndards can render existing tests obsolet
unmarketable in short periods of time. We expectommpetitors to introduce new products and sesvared enhancements to their existing product
services. We may not be able to enhance our cutests, or to develop new tests, in a manner teap& pace with emerging industry standards
achieves market acceptance. Our inability to acdisim@ny of these endeavors will likely have a miateadverse effect on our business, operi
results, cash flows, and financial condition.

If we do not enter into successful partnerships andollaborations with other companies, we may not bable to fully develop our technologies ¢
services, and our business could be materially adrsely affected.

Since we do not possess all of the resguneeessary to develop and commercialize serviegsiay result from our technologies on a mass;
we will need either to grow our sales, marketind aopport group or make appropriate arrangemerits striategic partners to market, sell and suy
our services. We believe that we will have to emtéo additional strategic partnerships to devedoy commercialize future services. If we cal
identify adequate partners, if we do not enter adequate agreements, or if our existing arrangenerfuture agreements are not successful, olity
to develop and commercialize services will be intpdmegatively, and our revenues will be materiatlyersely affected.
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We have limited commercial experience in marketingr selling any of our potential services, and unlaswe develop these capabilities, we m
not be successful.

Even if we are able to develop our servimrscommercial release on a large scale, we hiwiged experience in performing our tests in
volumes that will be necessary for us to achievaroercial sales and in marketing or selling our ises/to potential customers. We cannot assur
that we will be able to commercially perform ousteeon a timely basis, in sufficient quantitiesporcommercially reasonable terms.

We face intense competition, and we cannot assurewythat we will be successful competing in the mask.

The diagnostics market is characterizedrdyidly changing technology, evolving industry stards, changes in customer needs, eme
competition and new product and services introdnsti One or more of our competitors may offer tedbgy superior to ours and render our technc
obsolete or uneconomical. Many of our competit@gehgreater financial and personnel resources amd axperience in marketing, sales and res
and development than we have. If we were not abt®impete successfully, our business and finacoiadition would be materially harmed.

If our technology is not widely adopted by physicias and laboratories in the diagnostics market, oubusiness will be materially adversel
affected.

In order to be successful, our test offggimust meet the commercial requirements of hdspatad physicians and be considered the stand
care in order to be widely adopted. Market acceytamill depend on many factors, including:

. the benefits and cost-effectiveness of our serviekive to others available in the market;

. our ability to provide testing services in sufficiguantities with acceptable quality and reliapiind at an acceptable cost;

. our ability to develop and market additional testsl enhance existing tests that are responsivetohtanging needs of our customers;
. the willingness and ability of customers to adopivrtechnologies or the reluctance of customerhiémge technologies upon which t

have previously relied.
The FDA may decide to regulate LDTs, which could pgvent us from offering existing tests and/or delaghe introduction of new testing services.

During 2010, the FDA publicly announcedtthéas decided to exercise regulatory authoritgrd_DTs and that it plans to issue guidance t
industry regarding its regulatory approach. The RI¥s indicated that it will use a rislased approach to regulation and will direct mesources 1
tests with wider distribution and with the highesk of injury, but that it will be sensitive togmeed to not adversely impact patient care oniation
The FDA has not announced a framework or timet&dslémplementing its new regulatory approach. Tégulatory approach adopted by the FDA
lead to an increased regulatory burden, includihdjtional costs and delays in introducing new tedthile the ultimate impact of the FDA's approas
unknown, it may be extensive and may result iniigant change. Our failure to adapt to these clangpuld have a material adverse effect or
business.

U.S. healthcare reform legislation may result in gjnificant changes and our business could be advetgémpacted if we fail to adapt.

Government oversight of and attention te tiealthcare industry in the United States is figmit and increasing. In March 2010, U.S. fec
legislation was enacted to reform healthcare. Bgéslation provides for reductions in the Medicaliaical laboratory fee schedule beginning in 2
and also
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includes a productivity adjustment that reducesGRé& market basket update beginning in 2011. ToisliEtion imposes an excise tax on the sellerte
sale of certain medical devices in the United Statecluding those purchased and used by laboeatdoeginning in 2013. The legislation establighe
Independent Payment Advisory Board, which will lesponsible, beginning in 2014, annually to submitppsals aimed at reducing Medicare
growth while preserving quality. These proposal®matically will be implemented unless Congresscenalternative proposals that achieve the :
savings targets. Further, the legislation callstfer Center for Medicare and Medicaid Innovatiorexamine alternative payment methodologies
conduct demonstration programs. The legislatiorviges for extensive health insurance reforms, iiclg the elimination of prexisting conditiol
exclusions and other limitations on coverage, fipedcentages on medical loss ratios, expansionedidaid and other programs, employer mand
individual mandates, creation of state and regidmedith insurance exchanges, and tax subsidiemdoriduals to help cover the cost of individ
insurance coverage. The legislation also permisetitablishment of accountable care organizatmmew healthcare delivery model. Additionally
November, 2013, CMS finalized a proposal to anyuaaluate reimbursement rates for Clinical Labmmatee Schedule codes based on technolc
changes, volume, growth, and so on. Payment ad@mgthare scheduled to begin on January 1, 20158t plans to have evaluated all 1,250 C
codes by December 31, 2019. The cuts describelisrséction are in addition to various automatigusstration cuts mandated by the Budget Cc
Act of 2011 and the possibility that Congress willsome future date fail to prevent reductionsh® Physician Fee Schedule under the Sustai
Growth Rate formula. While the ultimate impact béthealth reform and related legislation on thdtheare industry is unknown, it is likely to
extensive and may result in significant change. f@ilure to adapt to these changes could have arrabadverse effect on our business.

A significant component of our revenue is dependentipon successful insurance claims. Our revenue wilbe diminished if payors do na
adequately cover or reimburse us for our services.

Physicians and patients may decide notrd@roour high-complexity genomic microarray testdess thirdparty payors, such as managed
organizations as well as government payors sudleicare and Medicaid, pay a substantial portiotheftest price. Reimbursement by a thpedty
payor may depend on a number of factors, includipgyors' determination that tests using our teloigies are:

. not experimental or investigational;

. medically necessary;

. appropriate for the specific patient;

. cost-effective;

. supported by peer-reviewed publications; and
. included in clinical practice guidelines.

A substantial portion of the testing forialhwe bill our hospital and laboratory clientsuiéimately paid by thirdsarty payors. However, there
uncertainty concerning third-party payor reimburseimof any test, including our higiemplexity genomic microarray tests. Several exgittondur
technology assessments of medical tests and deaimgprovide the results of their assessmentsnfimrmational purposes to other parties. TI
assessments may be used by tipiadty payors and health care providers as groumdeny coverage for a test or procedure. It isiptesshat federa
state and third-party insurers may limit their aage of our tests in the future.

Increasing emphasis on managed care itiited States is likely to put pressure on theipgof healthcare services. Uncertainty existsoathd
coverage and reimbursement status of new applitao services. Governmental payors and privatergagre scrutinizing new medical products
services. Such third-parties may not cover, or fimaig coverage and resulting reimbursement for gemvices.
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Additionally, thirdparty insurance coverage may not be available tierga for any of our existing tests or tests weyradd in the future. Any pricir
pressure exerted by these thirarty payors on our customers may, in turn, betesdoy our customers on us. If governmental payiocduding thei
contracted administrators, and other thpatty payors do not provide adequate coverage mridiely reimbursement for our services, our ogag
results, cash flows, or financial condition may emglly decline.

Our business could be adversely impacted by the aption of new coding for molecular genetic tests.

Certain CPT codes that we use to bill for microarray tests were omitted by CMS from thmiCal Laboratory Fee Schedule in 2013. The pri
omission will force state Medicaid plans and thpatty payors to determine their own price indepehdé CMS's recommendations (or lack there
There can be no guarantees that Medicaid and pthars will establish favorable reimbursement rateadequate coverage policies. If payors dc
recognize the value of the molecular genetic tegtoffer or do not provide coverage for molecukst$ such as ours, our revenues, earnings an
flows could be adversely impacted.

Our cash flows and financial condition may materidly decline if payors do not reimburse us for our sevices in a timely manner.

We depend on our payors to reimburse usdoservices in timely manner. If our payors domimburse us in a timely manner, our cash flond
financial condition may materially decline.

Third-party billing is extremely complicated and cauld result in us incurring significant additional costs.

Billing for molecular laboratory serviceséxtremely complicated. The client is the parst trders the tests and the payor is the partyping fo
the tests, and the two are not typically the sdbepending on the billing arrangement and/or appledaw, we need to bill various payors, suc
patients, health insurance companies, Medicare,idd&t] doctors and employer groups, all of whictvehaifferent billing requirements. Hea
insurance companies and governmental payors alseraéy require complete and correct billing infation within certain filing deadline
Additionally, our billing relationships require us undertake internal audits to evaluate compliawitd applicable laws and regulations as we
internal compliance policies and procedures. Hemlslurance companies also impose routine extennditsato evaluate payments made. Additi
factors complicating billing include:

. pricing differences between our fee schedules baddimbursement rates of the payors;
. disputes with payors as to which party is respdedir payment; and
. disparity in coverage and information requirememsng various carriers.

We incur significant additional costs aseault of our participation in the Medicare and lidail programs, as billing and reimbursemen
laboratory testing are subject to considerable emmiplex federal and state regulations. The additi@mosts we expect to incur as a result of
participation in the Medicare and Medicaid prograimslude costs related to, among other factors:c¢plexity added to our billing proces:
(2) training and education of our employees andarosrs; (3) implementing compliance procedures awersight; (4) collections and legal co
(5) challenging coverage and payment denials; &h@roviding patients with information regardingiichs processing and services, such as adv
beneficiary notices. If these costs increase, esults of operations will be materially adversdfgeted.
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Loss of or adverse changes to our accreditations dicenses could materially and adversely affect oubusiness, prospects and results
operations.

The clinical laboratory testing industryhigghly regulated. We are subject to CLIA, a fediéasv that regulates clinical laboratories thatfpen
testing on specimens derived from humans for thgpgae of providing information for the diagnosiseyention or treatment of disease. CLI/
intended to ensure the quality and reliability dghical laboratories in the United States by mamiptspecific standards in the areas of persc
qualifications, administration, and participatian proficiency testing, patient test managementjityueontrol, quality assurance and inspections.
have a current certificate of accreditation undetACto perform testing. To renew this certificai®e are subject to survey and inspection every
years. Moreover, CLIA inspectors may make randospétions of our clinical reference laboratory.alure to pass such inspections would rest
suspension of our certificate of accreditation,akhivould have a material adverse effect on oummss and results of operations.

We are also required to maintain a laboyalioense to conduct testing in California. Cafifa laws establish standards for daydty operation ¢
our clinical reference laboratory, including thaiting and skills required of personnel and qualitytrol. Moreover, several states require thahale
licenses to test specimens from patients in thtstes Other states may have similar requirementsay adopt similar requirements in the future
failure to obtain and maintain these licenses wialde a material adverse effect on our businessesudts of operations.

Complying with numerous regulations pertaining to air business is an expensive and timesnsuming process, and failure to comply could re#t
in significant penalties and suspension of one oraone of our licenses.

Areas of the regulatory environment thayratiect our ability to conduct business includéhaut limitation:

. Federal and state laws applicable to billing amiht$ payment and/or regulatory agencies enfor¢inge laws and regulations;

. Federal and state laboratory anti-mark-up laws;

. Federal and state anti-kickback laws;

. Federal and state false claims laws;

. Federal and state self-referral and financiduogement laws, including the federal physician-aali-referral law, or the Stark Law;
. Coverage and reimbursement levels by Medicare, d&gdli other governmental payors and private insurer

. Restrictions on reimbursements for our services;

. Federal and state laws governing laboratory testirojuding CLIA;

. Federal and state laws governing the developmeatand distribution of diagnostic medical testsvkmas "home brews";

. Health Insurance Portability and Accountability Aft1996 ("HIPAA");

. Federal and state regulation of privacy, seguitd electronic transactions;
. State laws regarding prohibitions on the coropaactice of medicine;
. State laws regarding prohibitions on fee-spigfi
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. Federal, state and local laws governing the hagdiimd disposal of medical and hazardous waste; and

. Occupational Safety and Health Administration ("GSHrules and regulations.

The aboveroted laws and regulations are extremely complax Bnmany instances, there are no significantleggry or judicial interpretations
such laws and regulations. We also may be subjeadulation in foreign jurisdictions as we seelexpand international distribution of our testsy.
determination that we have violated these lawgherpublic announcement that we are being investibfor possible violations of these laws, wc
materially adversely affect our business, prospeetsults of operations and financial conditionolétions could also result in extensive civil an
criminal penalties, loss of licensure or accredtitat(which could in turn affect our ability to opee or collect reimbursement), exclusion f
government healthcare programs or private payevarks, and other materially adverse effects. Initaatd a significant change in any of these |
may require us to change our business model irr d¢odeaintain compliance with these laws, whichldaeduce our revenue or increase our cost:
materially adversely affect our business, prospeesilts of operations, and financial condition.

We are subject to significant environmental, healttand safety regulation.

We are subject to licensing and regulatinder federal, state and local laws and regulatielaging to the protection of the environment auodhar
health and safety, including laws and regulatiaglating to the handling, transportation and dispo$anedical specimens, infectious and hazar
waste and radioactive materials, as well as tos#iety and health of laboratory employees. In @&ditOSHA has established extensive requiren
relating to workplace safety for health care emptsyincluding clinical laboratories, whose workeray be exposed to blodmbrne pathogens such
HIV and the hepatitis B virus. These regulatiomapag other things, require work practice contrptatective clothing and equipment, training, met
follow-up, vaccinations, and other measures designeminimize exposure to, and transmission ofptiborne pathogens. In addition, the fedel
enacted Needlestick Safety and Prevention Act reguamong other things, that we include in ouetygirograms the evaluation and use of engine
controls such as safety needles if found to bect¥fe at reducing the risk of needlestick injurieghe workplace. If we are found in violation afyaof
these regulations, we could be subject to subsigmtinalties or discipline and our business, praspend results of operations could be materiaily
adversely affected.

We are subject to federal and state laws governinthe financial relationship among healthcare provides, including Medicare and Medicaic
laws, and our failure to comply with these laws cdd result in significant penalties and other materal adverse consequences.

We anticipate that a component of our fiteevenue will be dependent on reimbursement froedibare and state Medicaid programs.
Medicare program is administered by CMS which, tike states that administer their respective $ieggicaid programs, imposes extensive and del
requirements on diagnostic services providersytioly, but not limited to, rules that govern how steicture our relationships with physicians, how
when we submit reimbursement claims and how we igeowur specialized diagnostic services. Our failtw comply with applicable Medica
Medicaid and other governmental payor rules coe&lilt in our inability to participate in a goverrme payor program, our returning of funds alre
paid to us, civil monetary penalties, criminal péra and/or limitations on the operational funatiof our laboratory. Any of these outcomes wouludd
a material adverse effect on our business andtsesubperations.
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Our business is subject to stringent laws and regations governing the privacy, security and transmision of medical information, and oui
failure to comply could subject us to criminal penéties and civil sanctions.

Governmental laws and regulations protket firivacy, security and transmission of medic&brimation. Such laws and regulations restrict
ability to use or disclose patient identifiable dadtory data, without patient authorization, forgases other than payment, treatment or healt
operations (as defined by HIPAA), except for discies for various public policy purposes and othermitted purposes outlined in the priv
regulations. The privacy and security regulationgvige for significant fines and other penalties ferongful use or disclosure of PHI, includ
potential civil and criminal fines and penaltiesicB regulations were expanded under the HITECH iActuding rules impacting the release of prote
health information, patients' right to access smébrmation, the content and manner of providingiceof a breach, and information system sec
requirements. We also could incur damages undég ktevs to private parties for the wrongful usedasclosure of confidential health informatior
other private personal information. In additione t8ecretary of the Department of Health and Humeni&s has published HIPAA regulation:
protect the privacy of health information whendtéxchanged electronically during certain finaneat administrative transactions. These Hl}
transaction standards are complex and differenersayterpret them differently. Complying with ajgpble transmission standards is costly and fe
to do so could disrupt our receipts or subjectougenalties. Generally, any security breach ofioiarmation systems, including the theft of ouripats
financial information due to our failure to compijth applicable security standards, would advergalyact our business and our reputation.

Failure to comply with the ICD-10-CM Code Set couldadversely impact reimbursement.

We believe that we are in compliance whb turrent Transactions and Code Sets Rule. Thel@OM compliance date is October 1, 2(
Failure to comply could adversely impact our reimdaumnent and the ongoing efforts of other provi@ders payers to comply could have a negative ¢
on our receipts and net revenue. We also belieatevib are in compliance with the Operating Rulesefectronic funds transfers and remittance ac
transactions. We will continue to assess our coermytstems to ensure compliance with such requinésne

Our services development efforts may be hindered e are unable to gain access to patients' tissurdablood samples.

The development of our diagnos@rvices requires access to tissue and blood sarfipla patients who have the diseases we are aildge©u
clinical development relies on our ability to sexaccess to these samples, as well as informagidaiping to their associated clinical outcomesces:
to samples can be difficult since it may involveltiple levels of approval, complex usage rights gmivacy rights, among other issues. Lack c
limited access to samples would harm our futureises development efforts, which would have a niatedverse effect on our business and resu
operations.

If our current laboratory facility becomes inoperable or loses certification, we will be unable to pdorm our tests and our business will b
materially adversely affected.

Our diagnostic tests are operated out ofGiLIA-certified laboratory in Irvine, California. Curréptwe do not have a second certified labora
Should our only CLIAeertified laboratory be unable to perform tests,dioy reason, we may be unable to perform needeghdstic tests in connecti
with our development of technologies services amdbaisiness will be materially adversely affected.
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Our future success depends on the continued servife®m our scientific, technical and key managemenpersonnel and our ability to identify,
hire and retain additional scientific, technical ard key management personnel in the future.

There is intense competition for qualifigetsonnel in our industry, particularly for labanat technicians, scientific and medical experts sewlio
level management. Loss of the services of, orfaita recruit, these key personnel could be sigaifily detrimental to us and could materially adeg
affect our business and operating results. We neaya able to continue to attract and retain sifier#gnd medical experts or other qualified persa
necessary for the development of our business eflace key personnel who may leave us in thedutidl our business grows, it will place incree
demands on our resources and likely will requiredtdition of new management personnel. An inghititrecruit and retain qualified management
employees on commercially reasonable terms wouldragély and materially affect our business.

As our operations expand, our costs to comply witkenvironmental laws and regulations will increase, rad failure to comply with these laws an
regulations could materially harm our financial results.

Our operations involve the use, transpomatstorage and disposal of hazardous substamzksaa a result, we are subject to environmentd
health and safety laws and regulations. As we expgam operations, our use of hazardous substandemevease and lead to additional and n
stringent requirements. The cost to comply witrséhand any future environmental and health andysedgulations could be substantial. In additiou,
failure to comply with laws and regulations, ang aeleases of hazardous substances into the envimainor at our disposal sites, could expose
substantial liability in the form of fines, penaki remediation costs and other damages, or cealtitb a curtailment or shut down of our operat
These types of events, if they occur, would mallgréadversely affect our financial results.

Any litigation to protect our intellectual property, or any third-party claims of infringement, could divert substantal time and money from out
business and could shut down some of our operations

Our commercial success depends, in pargusmon-infringement of the patents or proprietagits of thirdparties. Many companies develog
technology for the biotechnology and pharmaceutindustries use litigation aggressively as a sgat® protect and expand the scope of -
intellectual property rights. Accordingly, thighrties may assert that we are employing their nietgry technology without authorization. In adalit|
third-parties may claim that use of our technologiesirigis their current or future patents. We couldiinsubstantial costs defending against
allegations regardless of their merit, and thenéitte of our management and technical personndtideel diverted while defending ourselves againyg
of these claims. We may incur the same liabiliireenforcing our patents against others. We havenraxle any provision in our financial plans
potential intellectual property related litigatioand we may not be able to pursue litigation agesgively as competitors with substantially gre
financial resources.

If parties making infringement claims agdios are successful, they may be able to obt@indtive or other relief, which effectively couldolok
our ability to further develop, commercialize, as@ll services, and could result in the award ostultial damages against us. If we are unsucces
protecting and expanding the scope of our intall@cproperty rights, our competitors may be ablaléoelop, commercialize, and sell services
compete against us using similar technologies taiotpatents that could effectively block our abilio further develop, commercialize, and sell
services. In the event of a successful claim afrigement against us, we may be required to pagtantial damages and either discontinue those s
of our business involving the technology upon whied infringed or obtain one or more licenses frdmindt parties, which may not be available
commercially reasonable terms, or at all. While may license additional technology in the future, mvay not be able to obtain these licenses
reasonable cost, or at all. In that event, we cealtbunter delays in services introductions whige w
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attempt to develop alternative methods or serviaed, such attempts may not be successful. Defehaayolawsuit or failure to obtain any of th
licenses could prevent us from commercializing labde services, which would have a material adveffext on our business and results of operations.

We could face substantial liabilities if we are sufor product liability.

Product liability claims could be filed kpmeone alleging that our tests failed to perfosmlaimed. We may also be subject to liability éorors ir
the performance of our tests. Such product ligbiihd related claims could be substantial. Defasfssuch claims could be time consuming
expensive and could result in damages that areawared by our insurance.

Exposure to possible litigation and legal liabilitymay adversely affect our business, financial contitbn and results of operations.

In the past, we have been exposed to atyaof litigation claims and there can be no assteahat we will not be subject to other litigationthe
future that may adversely affect our business,niiie condition or results of operations. On Febyuat, 2011, Relator Michael Strathmann serve
with a Complaint filed in the Superior Court of tB¢ate of California for the County of Orange. Themplaint alleged that we submitted false
fraudulent insurance claims to National Union Himeurance Company of Pittsburgh, PA in connectidth wa prior lawsuit that was settled w
Nanogen, Inc., thereby allegedly violating the @atfiia Insurance Fraud Prevention Act, and soughgjiies and unspecified treble damages. On VM
2011, the Superior Court dismissed the Complainbimering that it be stricken for violation of ti@alifornia Anti SLAPP statute, which preve
plaintiffs from filing abusive lawsuits against pigbpolicy. On June 15, 2011, Strathmann filed aitdof Appeal with the California Court of Appe;
appealing the granting of the Motion to Strike. Seduently, Strathmann filed a Notice of Appeal lvéd award of attorneys' fees against him
October 24, 2012, the California Court of Appeasersed the Superior Court's dismissal, findind tha anti SLAPP statute was not applicable
remanding the case to the Superior Court. Strathnhas filed an Amended Complaint, and we have filedAnswer to that pleading. A trial date
been set for June 9, 2014 in the Orange Countyrgupgeourt and discovery has begun. Defense oflévisuit could be time consuming and expen
and there can be no assurance that we will be ssititén our defense.

Failure to effectively manage our growth could plae strains on our managerial, operational and finani@l resources and could materiall
adversely affect our business and operating results

Our growth has placed, and is expectediticue to place, a strain on our managerial, dferal and financial resources. Any further grothus
or an increase in the number of our strategicimelahips will increase this strain on our manadedperational and financial resources. This straay,
inhibit our ability to achieve the rapid executioecessary to successfully implement our business pl

As a public company, we are subject to complex legand accounting requirements that will require usto incur substantial expense and wi
expose us to risk of non-compliance.

As a public company, we are subject to maue legal and accounting requirements that dapply to private companies. The cost of complii
with many of these requirements is substantial,amdy in absolute terms but, more importantly, éation to the overall scope of the operations
small company. Failure to comply with these requieats can have numerous material adverse consezmigtuding, but not limited to, our inability
file required periodic reports on a timely basidiietn would result in the loss of our eligibility tese Form S for raising capital, loss of marl
confidence, delisting of our securities, governrakmtr private actions against us and/or liquidad@thages payable to the holders of our Ser
Warrants and Series C Warrants. We cannot assuréhgbwe will be able to comply with all
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of these requirements or that the cost of such tiange will not prove to be a substantial competitdisadvantage compared to our privately helc
larger public competitors.

Ethical, legal and social concerns surrounding these of genetic information could reduce demand foour test offerings.

Genetic testing has raised ethical issegarding privacy and the appropriate uses of tkalting information. For these reasons, governm
authorities may call for limits on or regulationtbe use of genetic testing or prohibit testinggenetic predisposition to certain conditions, ipafarly
for those that have no known cure. Similarly, sachcerns may lead individuals to refuse to use tipmtests even if permissible. Any of these sder
could reduce the potential markets for our molecdiagnostic services, which reduction could havesgerial adverse effect on our business.

Risks Related To Investment In Our Securities

Small company stock prices are especially volatilend this volatility may depress the price of our ®ck.

The stock market has experienced signifipaiece and volume fluctuations, and the marketgwiof small companies have been highly volatile
believe that various factors may cause the marnket jof our stock to fluctuate, perhaps substdgtiaicluding, among others, announcements of:

. our or our competitors' technological innovasipn

. supply, manufacturing, or distribution disruptiamsother similar problems;

. proposed laws regulating participants in the latowyaservices industry;

. developments in relationships with collaborativetipars or customers;

. our failure to meet or exceed securities analgsgséctations of our financial results; or
. a change in financial estimates or securities atsllyecommendations.

In the past, companies that have experibroéatility in the market price of their stock lebeen the objects of securities class actioratitg. Ii
we become the object of securities class actiayatibn, it could result in substantial costs artheersion of management's attention and resouatlest
which could materially adversely affect the businasd financial results of our business.

Future sales or the potential for future sales of ar securities in the public markets may cause therading price of our common stock to declin
and could impair our ability to raise capital through subsequent equity offerings.

Sales of a substantial number of sharesupicommon stock or other securities in the pubrlarkets, or the perception that these sales mayr,
could cause the market price of our common stoakther securities to decline and could materiatipair our ability to raise capital through the saf
additional securities. The shares of common stesiqaéble upon exercise of the warrants issued iDeaember 2013 public offering are freely trade
We have obligations to the investors in our 201i2gbe placement offering of Series A convertiblefprred stock and warrants to purchase con
stock to maintain the public registration of comnmstoack underlying their issued and outstanding args. We also have obligations to the investc
our April 2011 private placement that could requie to register shares of common stock held by thaeoh shares issuable upon exercise of
warrants for resale on a registration statememelfraise additional capital in the future throdgl use of our existing shelf registration statenuerif
we register existing, or agree to register futymévately placed shares for resale on a regismasiamtement, such additional shares would be 1
tradable, and, if significant in amount, such salesld further adversely affect the market priceoaf common stock. The sale of a large numb
shares of our common stock also might make it nddfeult for us to sell equity or equityelated securities in the future at a time andhatgrices th:
we deem appropriate.
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Our stock price could decline because of the poteatly dilutive effect of future financings, warrant anti-dilution provisions or exercises ¢
warrants and common stock options.

Assuming exercise in full of all optionsdawarrants outstanding as of December 31, 2013té&katg into account any price based or aiiltition
adjustments), approximately 19.2 million sharesaf common stock would be outstanding. Any addélaquity or convertible debt financings in
future could result in further dilution to our skbolders. Existing stockholders also will suffelution in ownership interests and voting rights ano
stock price could decline as a result of poteriitinlre application of anti-dilution features of dberies A Warrants.

We may fail to meet market expectations because @fictuations in our quarterly operating results, all of which could cause our stock price t
decline.

Our revenues and operating results haveudied in the past and may continue to fluctuapeificantly from quarter to quarter in the futuieis
possible that, in future periods, our revenuesa¢ail below the expectations of securities analystinvestors, all of which could cause the mapkite
of our stock to decline. The following are among thctors that could cause our operating resulisittuate significantly from period to period:

. our unpredictable revenue sources;

. the nature, pricing and timing of our and our cotitpes' products and/or services;

. changes in our and our competitors' research avelafament budgets;

. expenses related to, and our ability to comply wgthvernmental regulations of our services andgsses; and
. expenses related to, and the results of, patémgdiland other proceedings relating to intellecpwaperty rights.

We anticipate significant fixed expensese dh part to our need to continue to invest irvises development. We may be unable to adjus
expenditures if revenues in a particular periotittaimeet our expectations, all of which would iy adversely affect our operating results foal
period. As a result of these fluctuations, we haithat period-tgeriod comparisons of our financial results wilt mecessarily be meaningful, and
you should not rely on these comparisons as aeatidin of our future performance.
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Item 1B. UNRESOLVED STAFF COMMENTS
None.

Iltem 2. PROPERTIES

We currently lease office and laboratoracsp of approximately 12,200 square feet in Irvi@elifornia under a lease agreement that expir
January 2015.

Item 3. LEGAL PROCEEDINGS

On February 14, 2011, Relator Michael $&tr&nn ("Strathmann") served us with a complairttg'€Complaint") filed in the Superior Court of
State of California for the County of Orange. Then®laint alleged that we submitted false and fréemtuinsurance claims to National Union |
Insurance Company of Pittsburgh, PA in connectidth & prior lawsuit that was settled with Nanogke,, thereby allegedly violating the Califor
Insurance Fraud Prevention Act, and sought pesadtiel unspecified treble damages. On May 4, 2GELSuperior Court dismissed the Complair
ordering that it be stricken for violation of thal@ornia Anti-SLAPP statute, which prevents plaintiffs from fiiabusive lawsuits against public pol
On June 15, 2011, Strathmann filed a Notice of Appeith the California Court of Appeals, appealitite granting of the Motion to Strik
Subsequently, Strathmann filed a Notice of Appdahe award of attorneys' fees against him. On Ret@4, 2012, the California Court of Appe
reversed the Superior Court's dismissal, findireg the antiSLAPP statute was not applicable and remandingdise to the Superior Court. Strathm
filed an Amended Complaint, and we have filed oursWer to that pleading. On February 14, 2014, Jed fa Motion for Summary Judgme
requesting that the Court enter judgment in ouofavithout trial. That Motion is to be heard by t@eurt on April 30, 2014. In the event that the Mo
is not successful, then trial has been set for urgd14 in the Orange County Superior Court. WHikcovery has commenced in the case, an
believe that there is no merit to Strathmann'scidaand intend to vigorously defend against themretitan be no assurance that we will ultimate
successful.

From time to time, we are involved in otlidgation arising in the normal course of busisieMlanagement believes that resolution of theser
matters will not result in any payment that, in #ggregate, would be material to our financial fisior results of operations.

Item 4. MINE SAFETY DISCLOSURES
Not applicable.
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PART Il

Iltem 5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES OF
EQUITY SECURITIES

Recent Market Prices

The following table sets forth, for the ipels indicated, the high and low quarterly salésgs of our common stock as reported by The Ne
Capital Market under the symbol of "CBMX". Thesécps represent prices among dealers, do not incketdd markups, markdowns or commissi
and may not represent actual transactions. For amabpity purposes, peshare amounts prior to the reverse stock split wbimcurred on Decembet
2012 have been adjusted for the split ratio of 1:10

2013 2012
Fourth Third Second First Fourth Third Second First
Quarter Quarter Quarter Quarter Quarter Quarter Quarter  Quarter
High $ 44 $ 458 $ 46z $ 764 $ 1414 $ 1050 $ 159C $ 20.0C
Low $ 214 $ 267 $ 24 $ 28C $ 14C $ 560 $ 7.4 $ 145

As of March 19, 2014, there were approxetya?6 holders of record of our common stock.

No dividends have been paid on our comniooks We currently intend to retain all future dags, if any, for use in our business and dc
anticipate paying any cash dividends on our comastook in the foreseeable future.

Equity Compensation Plan Information
The following table provides informationtivrespect to our common shares issuable undexquity compensation plans as of December 31, ©

(c) Number of securities
remaining available for

(a) Number of (b) Weighted future issuance under
securities to be average exercise  equity compensation
issued upon price of plans (excluding
exercise of outstanding securities reflected in
Plan Category outstanding options options column (a))

Equity compensation plans
approved by security holdet
2006 CombiMatrix Stock
Incentive Plan(1 639,01¢ $ 10.7¢ 202,58(
Equity compensation plans not
approved by security holdel
None — — —

TOTAL 639,01¢ $ 10.7¢ 202,58(

1) Our 2006 CombiMatrix Stock Incentive Plan, as aneehar the CombiMatrix Plan, allows for the gragtiof stock options ar
other awards to eligible individuals, which genbrahcludes directors, officers, employees and ottasts. The share rese
under the CombiMatrix Plan automatically increaseshe first trading day in January each calena@ar Yy an amount equal
three percent (3%) of the total number of sharesuofcommon stock outstanding on the last tradisyg af December in the pri
calendar year; in no event will the total numbesbéres of common stock in the share reserve (astad for all such annt
increases) exceed thirty million shares. Pleasr tefNote 11 to our consolidated financial statetméor additional informatior
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Recent Sales of Unregistered Securities
None.
Purchases of Equity Securities by the Issuer or Afffated Purchasers
None.
Iltem 6. SELECTED FINANCIAL DATA
Not required for smaller reporting companie
Iltem 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjiamctvith our consolidated financial statements irte#d elsewhere in this report. This discus
contains forwardooking statements that involve risks and uncetiain Our actual results could differ materiallyoin those anticipated in the
forward-looking statements as a result of various factoctuding those set forth under the heading "Risktbrs" elsewhere in this report.

General

We provide valuable molecular diagnostilugons and comprehensive clinical support for tiighest quality of care. We specialize in miscaye
analysis, prenatal and pediatric healthcare, afteBNA-based testing for the detection of genetic abnatieslbeyond what can be identified thro
traditional methodologies. We perform genetic tesgtitilizing a variety of advanced cytogenomic tggnes, including microarray, standardized
customized fluorescent igitu hybridization (or "FISH") and high resolutigaryotyping. We emphasize support for healthcaodgssionals, to enst
data understanding and communication of resulpatients. We deliver higtechnology driven answers, with a high degree siséance for the orderil
physician and staff. Our clinical lab and corporaffices are located in Irvine, California.

We also own a orteird minority interest in Leuchemix, Inc. ("Leuah&"), a private drug development company focusedieveloping a series
compounds to address a number of oncology-reldassases.

Liquidity

At December 31, 2013, the combination adhgacash equivalents and short term investmen#etbt$14.0 million, which we believe will
sufficient to meet our expected cash requiremenrtsdrrent operations beyond the next twelve morleg the Liquidity and Capital Resources se
below as well as Note 1 to our consolidated finalhstatements included elsewhere in this reporaéulitional discussion of these matters.

Overview of Recent Business Activities

During 2013, our business activities werigah primarily by commercialization efforts for osuite of microarray diagnostic tests, expansioous
test menu and of our leadership team. For the geded December 31, 2013, our operating activitiekided the recognition of $6.4 million of tc
revenues, which increased by $1.0 million from 20di2e primarily to increased volumes of microardéggnostic tests performed, particularly in
prenatal diagnostics testing market. Volumes fram grenatal microarray testing services increased26% from 2012, and total microarray tes
increased by 25% year over year. Our net loss fsparations decreased over the comparable periotagly due to increased revenues, partially o
by increased cost of revenues due to increasednadand also from
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reduced operating expenses as a result of costtiedwefforts executed during the second quart&0df2, which included the elimination of certaiaff
positions across all functional areas of the Corgpan

Our net loss also decreased due partially fromimyproved net operating loss but also, more sigaifity, from gains recognized in 2013 relatin
mark-tomarket adjustments of our warrant derivative liéie, which were issued as part of the fourth tpra2012 Series A convertible preferred s
and warrant financing discussed below.

On February 18, 2013, R. Judd Jessup irédrour Board of Directors that he would retire dse€Executive Officer effective March 15, 20
Martin Felsenthal also resigned from our Board okEtors on the same date. Mark McDonough, our lGh@nmercial Officer, became a director
February 28, 2013 and Chief Executive Officer orréhal5, 2013. Richard Hockett, Jr., MD, our Chieédital Officer, was also named to our Boar
Directors on February 28, 2013. On March 12, 20M&k McGowan announced his resignation from ourrBaaf Directors, and R. Judd Jessup
appointed Chairman of the Board on that date. On 104 2013, we announced that Robert Hoffman, @Ff@rena Pharmaceuticals, Inc., joined
Board of Directors. On February 19, 2014, Dr. Hdatkesigned his position as Chief Medical Officedadirector. On March 10, 2014, we annour
that R. Weslie Tyson, M.D. was hired as our Chiefrtnercial Officer, effective April 8, 2014. Dr. Tyis has been a practicing pediatric and peri
pathologist for 24 years, and has practiced peiratd pediatric pathology in the Denver commufotythe past 20 years. He was with The Child!
Hospital in Denver from 1993 to 1998. Dr. Tyson viasnerly with UniPath, a multispecialty pathologyoup that staffs eight metro hospitals ai
large central laboratory. Dr. Tyson founded thei&eid/Neonatology section of UniPath and directkd pediatric and perinatal service for Unif
since 1999.

During 2013, we entered into three conbértpreferred stock and warrant financing transastias described in further detail below:

. On March 19, 2013, we entered into a definitiveusties purchase agreement with an existing instital investor to purchase 130,(
shares of our common stock at a price of $3.05sphare and approximately 1,610 units consistingesfeS B 6% convertible prefert
stock (the "Series B Stock") and warrants to pusehap to 275,000 shares of common stock at anisgepcice of $3.49 per share (
"Series B Warrants") in a registered direct offgr{the "Series B Offering") of securities off ofraexisting shelf registration statement
Form S-3 (File No. 333-76372). The Series B Offering closed on March2i1,3 ("Series B Closing"). The Series B Stock andeS E
Warrants were sold in multiples of fixed combinatp with each fixed combination consisting of ofare of Series B Stock ant
Series B Warrant to purchase approximately 17leshafrcommon stock. Each fixed combination of SelBeStock and Series B Warre
were sold at a price of $1,000. The Series B Steak convertible into an aggregate of 528,000 shafemmon stock at an init
conversion price of $3.05 per share. The SeriesaBralits were not exercisable for six months froe3kries B Closing, and the Serie
Stock accrued dividends at an annual rate of 6%nhewy September 20, 2013 for any unconverted S&iStock issued and outstanc
at that time. Upon the closing of the Series B @i, we received proceeds of $1.76 million, neplacement agent fees and other rel
costs. As of December 31, 2013, all of the Seri&tdk has been converted into an aggregate 09335hares of common stock. Al
as a result of the Series B Offering, the exerpisee of the theroutstanding Series A Warrants automatically raethetown by the
terms from their original exercise price of $9.5 ghare to an adjusted exercise price of $3.05lpere, and the underlying shares
which such warrants were exercisable was autonligtioareased by an additional 452,440 shares afroon stock.

. On May 3, 2013, we entered into a securities puetagreement (the "Series C Purchase Agreemeriti)oeitain accredited invest
(the "Series C Investors"), pursuant to which wiel smd issued 1,200 shares of our newly createi@ S€r6% convertible preferred st
(the "Series C Stock") to the Series C Investors ptirchase price of $1,000 per share in an irgt@ding that occurred on May 6, 2(
(the "Series C First Closing"), and we sold andésk1,200 additional

32




Table of Contents

shares of Series C Stock to the Series C Investoiine 28, 2013 at a purchase price of $1,008h@e after stockholder approval
obtained on June 27, 2013 (the "Series C Seconsir@l (combined, the "Series C Financing”). In itidd, we issued warrants at
Series C First Closing to purchase 491,803 sharemimcommon stock with an exercise price of $3p&r share and, at the Serie
Second Closing, we issued additional warrants totmse 491,803 shares of our common stock withxarcise price of $3.55 per sh
(collectively, the "Series C Warrants").

The Series C Warrants have a 5.5 year term and na&reexercisable for the first six months followitigeir issuance. After certe
offeringselated costs, the net proceeds from the Seriem&n€ing were $2.14 million. As a result of the i8eiC Second Closing, t
conversion price for the Series C Stock was s&2a&85759 per share, or the equivalent of 839,8&4eshof common stock issuable u
conversion of all Series C Stock. Registrationestagnts were filed with the SEC for the shares ofimon stock underlying the Serie
Stock and Series C Warrants, and the registratatersents were declared effective. As of Decemlhef813, all of the Series C St
has converted into an aggregate of 839,864 shdresnomon stock. Also, as a result of the Seriesfteridg, the exercise price of t
then-outstanding Series A Warrants automaticaligheted down by their terms from their thexisting exercise price of $3.05 per sh
as a result of the prior Series B Offering, to ajusted exercise price of $2.86 per share, andutfderlying shares for which st
warrants were exercisable was automatically ineeéy an additional 29,341 shares of common stock.

. On December 20, 2013 (the "Series D Closing"), Wesed an underwritten public offering (the "Seile©ffering") and issued 12,0
units of securities to investors, with each unihgisting of: (i) one share of Series D preferreoclst("Series D Preferred Stoc
convertible into shares of our common stock equdl,000 divided by the conversion price of $2.06icl was 72.5% of the consolida
closing bid price of our common stock on the NASD&@pital Market on December 16 2013, the date wered into the underwritir
agreement ("UA date"); and (ii) one warrant exexble for 485.4369 shares of our common stock, axancise price per share eque
$3.12 ("Series D Warrants"), which was 110% ofchesolidated closing bid price of our common stonkhe NASDAQ Capital Mark
as of the UA date. The Series D Preferred Stockimagediately convertible, and the Series D Warravege immediately exercisable
shares of common stock and have a term of fivesydarotal, there were 5,825,243 shares of comstock issuable upon conversior
the Series D Preferred Stock and up to 5,825,248eslof common stock issuable upon exercise osérges D Warrants. The units w
sold for a purchase price equal to $1,000 per wgst)lting in gross proceeds of $12 million at 8eies D Closing. After certain offering-
related costs paid to the underwriters and othérthe Series D Closing and through February 20%t, proceeds received wi
$10.7 million. As of December 31, 2013, 9,799.3rehaf Series D Preferred Stock have been convartecan aggregate of 4,756,¢
shares of common stock. Also, as a result of thee$® Offering, the exercise price of the thmristanding Series A Warra
automatically ratcheted down by their terms froraithhenexisting exercise price of $2.86 per share, assaltref the prior Series
Financing, to an adjusted exercise price of $2.86 ghare, and the underlying shares for which suatrants were exercisable v
automatically increased by an additional 81,910esha

Critical Accounting Policies

Our consolidated financial statements aepared in conformity with accounting principlesngeally accepted in the United States of Ameria
preparing these financial statements, we make gstsoms, judgments and estimates that can have rdfisant impact on amounts reported in
financial statements. We base our assumptions,nedts and estimates on historical experience amigug other factors that we believe to
reasonable under the circumstances. Actual resuoliisl differ materially
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from these estimates under different assumptionsoaditions. On a regular basis we evaluate ouwragsons, judgments and estimates and
changes accordingly.

We believe that, of the significant accanmgitpolicies discussed in Note 2 to our consoliddieancial statements, the following accountindjges
require our most difficult, subjective or complexgments:

. revenue recognition and estimates for contractiiavances;
. accounting for stock-based compensation;

D accounting for derivative financial instruments;

. fair value measurements; and

. accounting for income taxes.

We discuss below the critical accountinguasptions, judgments and estimates associated thitbe policies. Historically, our assumptic
judgments and estimates relative to our criticabaating policies have not differed materially fractual results. For further information on outical
accounting policies, refer to Note 2 to our corgatied financial statements included elsewhereigréport.

Revenue Recognition

As described below, significant managenetgments must be made and used in connectiontidtihevenue recognized in any accounting pe
Material differences may result in the amount amdng of revenue recognized or deferred for anyqueif management made different judgments.

In general, we recognize revenue whengipasive evidence of an arrangement exists,dfiyety has occurred or services have been perfad,
(iii) amounts are fixed or determinable and (iv)lectability of amounts is reasonably assured.

Service revenues from providing diagnogtists are recognized when the testing processniplete and test results are reported to the org
physician or clinic. These diagnostic serviceshalled to various payors, including commercial iruwce companies, healthcare institutions, indivis
and government payors including Medicare and Meédicé&/e report revenues from contracted payors based contractual rate, or in the cas
Medicare and Medicaid, published fee schedulesofortests. We report revenues from rcamtracted payors based on the amount expected
collected. The difference between the amount biflad the amount expected to be collected from cwniracted payors is recorded as a contre
allowance to arrive at net recognized revenues. élpected revenues from noontracted payors are based on the historical atale experience
each payor or payor group, as appropriate. In eggbrting period, we review our historical collectiexperience for nooentracted payors and adj
our expected revenues for current and subsequeittdpeaccordingly. We also recognize additionaleraye from actual cash payments that ex
amounts initially recognized, in the period the paynts are received. Because a substantial porfieurorevenues is from non-contracted thirakty
payors, it is likely that we will be required to keapositive or negative adjustments to accountsigrates with respect to contractual allowancefé
future, which may positively or adversely affecr oesults of operations. In all cases described/@pwe report revenues net of any applicable sint
taxes collected from customers, as applicable.

Accounting for Stock-Based Compensation

The compensation cost for all employeelstuased awards is measured at the grant date, bagéé éair value of the award, and is recognize
an expense, on a straighite basis, over the employee's requisite servizéog (generally the vesting period of the equitiaed) which is generally thr
to four years. The fair value of each option awardestimated on the date of grant using a Blacleshoption valuation model. Stotase:
compensation expense is recognized only for thaseds that are expected
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to vest using an estimated forfeiture rate. Wenest2 pre-vesting option forfeitures at the timeggdnt and reflect the impact of estimated pesting
option forfeitures in compensation expense recaghiz

Accounting for Derivative Financial Instruments

We evaluate financial instruments for ftaaging or embedded derivatives. Derivative insenta that do not qualify for permanent eq
classification are recorded as liabilities at fa#flue, with changes in value recognized as otheonre (expense) in the consolidated statemer
operations in the period of change. Derivative airiiabilities are categorized as either shomter longterm based upon management's estimat
to when the derivative instrument may be realizddnagement judgment is required in identifying dative instruments and whether or not ¢
instruments should be classified as liabilitiesasra component of permanent equity based uporpietations of existing accounting literature. A
management judgment is required in determiningag®imptions and valuation methods to be used faingathe derivatives. If actual results dif
from these estimates, the future impact on oura@afeted financial position and results of openasi@ould be significant.

Fair Value Measurements

We measure fair value as an exit priceraggnting the amount that would be received toeselhsset or paid to transfer a liability in anesly
transaction between market participants. As sualt, alue is a markdtased measurement that is determined based on @tssusnthat marki
participants would use in pricing an asset or lighiWe utilize a thredier fair value hierarchy, which prioritizes thepirts used in measuring fair va
as follows:

* Level 1: Observable market inputs such as quoted pricestiveamarkets

e Level 2: Observable market inputs, other than the quotembgiin active markets, that are observable
either directly or indirectly; an

e Level 3: Unobservable inputs where there is little or nokeadata, which require the reporting en
to develop its own assumptio

Accounting for Income Taxes

We recognize income taxes on an accruas b@sed on tax positions taken or expected ta@kentin our tax returns. A tax position is defiraed:
position in a previously filed tax return or a pg@si expected to be taken in a future tax filingttls reflected in measuring current or deferremime ta:
assets and liabilities. Tax positions are recoghimely when it is more likely than not (i.e., likebod of greater than 50%), based on technicalts;
that the position would be sustained upon exanundily taxing authorities. Tax positions that méetrnore likely than not threshold are measuredy
a probabilityweighted approach as the largest amount of taxfibehat has a greater than 50% likelihood of beirglized upon settlement. Inco
taxes are accounted for using an asset and liahtiproach that requires the recognition of detetex assets and liabilities for the expected fitap
consequences of events that have been recognized iiinancial statements or tax returns. A valmatillowance is established to reduce deferre
assets if all, or some portion, of such assetsmdlte than likely not be realized. Should they ocour policy is to classify interest and penaltiekte
to tax positions as income tax expense. Sincermapition, no such interest or penalties have beamied, however.
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Comparison of the Results of Operations
Revenues and Cost of Revenues (dollars in thousands

For the Years Ended

December 31, Change
2013 2012 $ %
Diagnostic service $ 6,20 $ 4978 $ 1,22¢ 25%
Clinical trial support service — 19t (195) (100%)
Royalties 163 18C a7 (9%)
Cost of service (3,52%) (2,70 (825) (31%)

Diagnostic Services

Diagnostic services revenues are geneffated providing DNAbased genomic testing services primarily in theagref prenatal and postne
development disorders in children and, to a lesg&ent, in oncology. The key drivers and metridatiieg to the change in diagnostic services revs
were as follows:

For the Years

Ended
December 31 Change
2013 2012 # %
Total billable test: 6,15( 5,78 36¢ 6%
Total microarray test 4, 54( 3,62¢ 91¢ 25%
Microarray percentage of total te: 74% 63%
Total prenatal microarray tes 2,22z 982 1,23¢ 126%
Prenatal percentage of total microarra
tests 49% 27%
Revenue per te—total $ 100¢ $ 86C $ 14¢ 17%
Revenue per te—all microarrays $ 127¢ $ 1258 $ 25 2%

Revenue per te—prenatal microarray $ 159 $ 1,700 $ (10%) (6%)

Although total billable testing volumes iaased by 6% for the year ended December 31, 204132012, diagnostic services revenues increas
25% over the same period. The reason that diagnestvices revenues have increased by greaternpages than have total billable testing volum:
due to a shift in test mix during 2013 towards ghler concentration of microarray testing, partidylan the prenatal testing market. Because micay
tests are priced and reimbursed at significantijhéi rates than our non-array tests, our overaiage revenue per test has also increased year-ove
year, thereby driving higher revenues in 2013 caeg#o 2012. In addition, decreases in oncologyadiatric testing volumes were offset by incre
in prenatal testing, resulting in an overall ing@#n diagnostic services revenues year-gear- The change in test mix has been driven byaage il
sales and marketing efforts in mid-2012 towardspitematal diagnostic testing market and less tosvpetliatric, oncology and naaray testing marke:
Diagnostic services revenues also include adjudsnesiating to our revenue recognition policy ofipdically adjusting our estimate for contrac
allowances for revenues from noontracted payors as well as from receiving cagimgats in excess of amounts previously recognipedérvice
revenues. For the years ended December 31, 2012@I® net positive revenue adjustments were $607dhd $570,000, respectively. Bec:
approximately 67% of our diagnostic revenues aitecbto non-contracted thirgarty payors, it is likely that we will be requiréal make adjustments
accounting estimates with respect to contractuaalnces in the future, which may positively or exbely affect our revenues and results of opers.
In addition, recent changes to the molecular cageesl by laboratories such as ours for microarratinig could positively or negatively imp
reimbursement from
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certain non-contracted payors for our microarraystevhich would have a commensurate impact omrge&recognized from those payors.

Clinical Trial Support Services. In June of 2012, we entered into a materiassier agreement with Affymetrix, Inc. in suppofttieeir clinica
trial program. Under the terms of the agreementdeal&vered over 300 anonymous patient samples duhia third quarter. As a result, we fully satid
our obligations to Affymetrix, which resulted ircognition of $195,000 of clinical trial suppoersices revenues in 2012. There were no such pms
or activities during 2013.

Royalties. In 2010, we entered into an exclusive licensiggeement with CustomArray, Inc. ("CA"), a privaiempany located in Washing!
State, for certain of our patents and intellecpraperty developed as part of our prior microamenufacturing business. This agreement require$o
pay us royalties as a percentage of their grossneas, not less than $25,000 per quarter. CA'siasales were less in 2013 than 2012, resultirgvier
royalty revenues recognized by us. It is uncertairether in future periods, CA's revenues will irage, continue at current levels or return tc
minimum contractual amounts.

Cost of Services. Cost of services relating to our diagnostit@erformed include direct materials such as raicey and laboratory costs, dir
laboratory labor (wages and benefits), allocatibrmadministrative overhead and stoc&mpensation expenses. Increases in cost of ssrwieee du
primarily to increased diagnostic testing volumesiqd-overperiod, as well as increased materials costs agsdcwith converting microarray test
platforms in the first and second quarters of 208&e Note 2 to our consolidated financial statementluded elsewhere in this report for a det:
description of the amounts of non-cash stock corsgigrn expense recognized for the periods presented

Operating Expenses (dollars in thousands):

For the Years Ended

December 31, Change
2013 2012 $ %
Research and developme $ 1,011 $ 1,40C $ (38%) (28%)
Sales and marketir 2,764 2,59¢ 16€ 6%
General and administrati\ 5,20€ 5,37¢ a72) (3%)

Research and DevelopmentThese expenses include labor (wages and b&neiitneash stock compensation expenses and laboratoply:
costs associated with investigating and validatieg tests and technology platforms, costs to miairstad improve our existing suite of diagnostidd
offered and process improvement projects. Priolatmching a new test or technology, or modifying existing test, appropriate clinical trials i
extensive laboratory validations, consistent with various regulations that govern our industrysinine performed. These costs are classified aang
and development for all periods presented. Researdidevelopment expenses decreased from 2012L&d@ primarily to reduced headcount as
as from lower supply and materials costs incurredar laboratory efforts migrate towards productifforts and less on new test development.
Note 2 to our consolidated financial statementuthed elsewhere in this report for a detailed dpson of the amounts of ni-cash stock compensat
expense recognized for the periods presented.

Sales and Marketing. These expenses include salaries and wagesiassbwith our sales force and marketing resoursalgs commissions a
other expenses associated with promotional andrasing efforts as well as notesh stock compensation expenses. Sales and marletpense
increased from 2012 to 2013 due primarily to inseghheadcount in sales and marketing as well asased marketing and promotiomalatec
activities. See Note 2 to our consolidated finansiatements included elsewhere in this reporafdetailed description of the amounts of mash stoc
compensation expense recognized for the periodepted.
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General and Administrative. These expenses include compensation and bewsfis of our administrative staff, client billirgnd collection:
information technology, executive management, humeanurces and accounting personnel, as well dgiéscrelated costs, insurance, legal, audit
other professional services. General and admitigtraxpenses decreased from 2012 to 2013 due piyrt@reduced salaries and wages from exec
retirements and prior year bonuses not repeatteeinurrent periods, reduced third-party billingdérom bringing billing in-house in mig012, reduce
tenant improvement amortization costs which bec#&utlg amortized at the end of 2012 and lower babtdexpenses. Also included in general
administrative expenses are non-cash stided compensation expenses, which were $411,@D8386,000 for the years ended December 31,
and 2012, respectively. Changes to stbaked compensation expenses are driven by timimgheh option awards are granted compared to wian
awards become fully vested or expire due to fasfest, as well as by the valuations attributed thvidual awards at the time they are granted.
Note 2 to our consolidated interim financial stages included elsewhere in this report for a dethiiescription of the amounts of I-cash stoc
compensation expense recognized for the periodepted.

Other Non-Operating Items (dollars in themcs):

For the Years Ended

December 31 Change
2013 2012 $ %
Interest expens $ (356 $ @79 $ @7 (99%)
Warrant derivatives gains (charg: 2,80¢ (2,357 5161 219%

Interest Expense. Prior to the fourth quarter of 2012, interegp@nse was entirely comprised of interest chargssaated with certain capi
leases for laboratory equipment, which was $72@0@ $29,000 for the years ended December 31, 2042@12, respectively. Increases are dt
additional capital leases for certain laboratoryipment during late 2012 and early 2013. In additi$280,000 of interest expense in 2013 is relad
the amortization of offeringelated costs incurred during the fourth quarte2@if2. These costs were being amortized over thiesS& Warrant exercit
restriction period of six months from issuance, Hue to a modification on February 22, 2013 to 8eries A Warrants resulting in immedi
exercisability, all of the unamortized offeringatdd costs as of December 31, 2012 were chargatetest expense during the first quarter of 2018
amortization from the Series A Warrant-related wifig costs was $147,000 in 2012.

Warrant Derivatives Gains (Charges). This activity represents the net gains or cesrgecognized from mark-toarket adjustments of t
remaining Series A Warrants to their estimated Values as of each balance sheet date or whenetfies® Warrants are exercised. We value(
Series A Warrants at each balance sheet date tisngonteC€arlo simulation method with the following assurops at each valuation date: (i) clos
stock price and Series A Warrant contractual egerprice; (ii) term to expiration commensurate wfité individual Series A Warrant terms ranging f
5.0 years to 4.3 years; (iii) historical volat#i commensurate with the term of the Series A Witgsreanging from 114.5% to 126.5%; (iv) riflee
interest rates commensurate with the term of the$@A Warrants ranging from 0.8% to 1.4%; andsimulated antdilution impact assuming vario
probabilities that the Company will raise additiboapital by issuing equity securities at prices\abor below the current contractual Series A Wd
exercise prices during the Series A Warrant terfiie result of these valuation simulations was ibailly value the Series A Warrants issued
combined $2.1 million derivative liability, with ¢hresidual value allocated to the Series A prefiesteck. Subsequently, the fair value of the wds
increased to $4.5 million at December 31, 2012ultieg in $2.4 million of warrant derivative chagyeecognized during the fourth quarter of 2!
During 2013, the warrant derivative liability deased primarily due to lower stock prices as welfram Series A Warrant exercises, resulting in t
gain of $2.8 million and $1.1 million of remainimgarrant derivative liabilities that were reclassifito
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additional paidin capital as a result of the exercises that oecuduring 2013. The Series A Warrants were valgedeael 3 liabilities under our polici
for assessing fair value measurements. If the snputh as volatility and probability of subsequ@rncings were to change, the concluded valuekl
change significantly.

Inflation
Inflation has not had a significant impacthe current or prior periods.
Liquidity and Capital Resources

At December 31, 2013, cash, cash equivaland shorterm investments totaled $14.0 million, compared204 million at December 31, 20
Cash is held primarily in general checking accowdswell as in money market mutual funds backedUdy. government securities. Sheetir
investments are comprised primarily of certificatdsdeposits and fixed income securities issuedJty. financial institutions. Working capital w
$13.9 million and $(1.4 million) at December 31,130and 2012, respectively. The primary reason Heritnprovement in working capital was dut
higher cash balances at December 31, 2013 compag&i 2, driven by financing activities describédwae.

The net change in cash and cash equivdientse periods presented was comprised of tHeviimg (in thousands):

For the Years
Ended
December 31,
2013 2012 Change

Net cash (used in) provided k

Operating activitie: $ (5609 $ (5,940 $ 33t
Investing activities (2,059 (32) (2,029
Financing activitie: 17,57 1,95¢ 15,61¢

Increase (decrease) in cash and cash equiv: $ 9,91¢ $ (4,019 $ 13,93:

Operating Activities. The decrease in net cash flows used in operatativities was primarily the result of higher lcagimbursement fro
increased sales, billing and collection effortsemgnced during 2013 compared to 2012.

Investing Activities. The increase in net cash flows used in invgstictivities was due to purchases of availablesfde shorterm investmen
made during 2013, as well as from increased capiadnditures for laboratory and i&lated equipment to support our diagnostics basingade durir
2013 compared to 2012.

Financing Activities. The increase in net cash flows from financintivities was due primarily to the $17.8 million ét proceeds received fri
financing activities described above, includingi$illion of proceeds received from common stockraat exercises during 2013, compared to
$2.1 million of net proceeds received from 2012ficing activities.

Future Liquidity. We have a history of incurring net losses aatloperating cash flow deficits. We are also depigynew technologies a
continue to develop commercial technologies andices. We believe that our cash and cash equivddelsinces as of December 31, 2013 wil
sufficient to meet our expected cash requiremeamtgdirrent operations beyond the next twelve morith@rder for us to continue as a going con
beyond this point and ultimately to achieve prdifiidy, we may be required to obtain capital fromte¥nal sources, increase revenues and rt
operating costs. However, there can be no assuthateur operations will become profitable or tegternal sources of financing, including
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the issuance of debt and/or equity securities, beéllavailable at times and at terms acceptablestmmuat all. The issuance of additional equit
convertible debt securities will also cause dilotitm our shareholders. If external financing sosrreee not available or are inadequate to func
operations, we will be required to reduce operatiogts, including research projects and persomfeth could jeopardize our future strategic initiat
and business plans. See Note 1 to the consolifiatattial statements included elsewhere in thisrefor additional discussion of these matters.

Capital Requirements. We may also encounter unforeseen difficultfest thay deplete our capital resources more rapidin anticipated. Ar
efforts to seek additional funding could be madeulgh equity, debt or other external financing, #mete can be no assurance that additional fu
will be available on favorable terms, in a timelyammer or at all. Our lonterm capital requirements will be substantial admel adequacy of availal
funds will depend upon many factors, including:

. the costs of commercialization activities, irdihg sales and marketing, manufacturing and capgaipment;
. competing technological developments;

. the creation and formation of strategic parthigs

. the costs associated with leasing and improvingmime, California facility; and

. other factors that may not be within our control.

We have no significant commitments for talpexpenditures in 2014 or beyond. We have execateven capital leases totaling $435,00(
certain laboratory equipment.

Off-Balance Sheet Arrangements

As of December 31, 2013, we did not havg significant off-balance sheet arrangements, dmetd in Item 303(a)(4)(ii) of Regulation -
promulgated by the SEC. However, we have entertdain operating lease for our laboratory spacecangorate offices, totaling approximately 12,
square feet.

Recent Accounting Pronouncements
Refer to Note 2 to our consolidated finahstatements included elsewhere in this report.
Quantitative and Qualitative Disclosures About Market Risk
Not required for smaller reporting companie
Iltem 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK
Not required for smaller reporting companie
Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

The financial statements and related firenieformation required to be filed hereunder Bu@exed under Item 15 of this report and are inorafec
herein by reference.

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
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Item 9A. CONTROLS AND PROCEDURES
Conclusion Regarding the Effectiveness of DiscloserControls and Procedures

Under the supervision and with the partitipn of our management, including our principat@xive officer and principal financial officer,
conducted an evaluation of our disclosure contaold procedures, as such term is defined under RGe45(e) and 15#5(e) promulgated under 1
Securities Exchange Act of 1934, as amended. Baisedis evaluation, our principal executive offiegrd our principal financial officer concluded t|
as of the end of the period covered by this anre@brt, our disclosure controls and procedures w#estive to ensure that the information requita
be disclosed by us in the reports that we file wynsit under the Securities Exchange Act of 193ddsumulated and communicated to managel
including our chief executive officer and chiefdimcial officer, to allow timely decisions regardineguired disclosure, and that such informatic
recorded, processed, summarized and reported withitime periods prescribed by the SEC.

Management's Report on Internal Controls Over Finartial Reporting

Our management is responsible for estahlishnd maintaining adequate internal controls dugancial reporting, as such term is define:
Exchange Act Rules 13a-15(f) and 188f). Under the supervision and with the partitipa of our management, including our principal @xéve
officer and principal financial officer, we condedtan evaluation of the effectiveness of our irdkegontrols over financial reporting based on
framework in Internal ControlHnategrated Framework issued by the Committee ohSpong Organizations of the Treadway Commissiaasesl on ot
evaluation under the framework in Internal Contrdhtegrated Framework, our management concludectirainternal controls over financial report
were effective as of December 31, 2013.

There has been no change in our internarals over financial reporting that occurred dgrihe fiscal quarter ended December 31, 2013 ths
materially affected, or is reasonably expected &bemially affect, our internal controls over fingadaeporting.

Item 9B. OTHER INFORMATION
None.
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PART Il
Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
Executive Officers and Directors

Our executive officers and directors arglrthges as of March 24, 2014, are as follows:

Name Age Position(s)

Mark McDonough* 44 President, Chief Executive Officer and Direc
Scott R. Burel 49 Chief Financial Officer, Secretary and Treasi
R. Judd Jessug 66 Chairman of the Boar

Robert E. Hoffman*+/ 48 Director

Scott Gottlieb, M.D.*+1 41 Director

Wei Richard Ding* +1 44 Director

Jeremy M. Jones*” 72 Director

* Nominee for election to Board

+ Member of the Audit Committee

t Member of the Compensation Committee

N Member of the Nominating and Governance Comm

Mark McDonough has served as our President, Chief Executive Qfind a member of our Board since March 2013. Fhoigust 2012 to Marc
2013, Mr. McDonough served as our Chief Commer€é#ficer. Mr. McDonough has over 17 years of expeece in diagnostic healthcare and
sciences. Prior to joining us, Mr. McDonough wasé/President of Sales and Service at Pathwork D&ms, a venture capitbbcked moleculi
diagnostic company, from September 2008 to Aug0%22From January 2002 to September 2007, Mr. MoDgh held various positions at US LAl
a Pathology services company that eventually becamiwision of LabCorp, a public company, ultimgtélecoming Vice President of Sales. He
served in an executive capacity at Dianon, a divisif Laboratory Corporation of America, from Sepber 2007 to July 2008 and at Labora
Corporation of America, a public laboratory sergi@mmpany, from July 2008 to September 2008. Froay RDO1 to January 2002, Mr. McDonol
was a Sales executive with EMC Corporation, a dateage company, and from August 1997 to May 20@lheld various positions of increas
responsibility with Ventana Medical Systems, a tapiequipment, cancer diagnostics company. Priorettering the healthcare indus
Mr. McDonough was a ranking officer in the Unitedatés Navy for six years where he served as Nawigat the USS Fletcher (DD 99
Mr. McDonough received a Bachelor's Degree in Fieaftom Miami University—©hio. We believe Mr. McDonough's qualificationsserve on ot
Board include his commercial expertise as an exezuhis technical depth in microarray technologyl aancer diagnostics, his strategic vision,
familiarity with senior executives in industry aghlas with venture capitalists.

R. Judd Jessup has served on our Board since August 2010, hasdew Chairman of our Board since March 2013 anedeas our President &
Chief Executive Officer from August 2010 to Marc@13. Mr. Jessup has over 35 years of experienteeirhealthcare and managed care indus
Most recently, he was Chief Executive Officer of USBS, a national laboratory which provides candignostics and genetic testing services,
2002 to 2005. He has extensive background in theaged care industry having served as Presideiteofealth Plans Division for FHP Internatic
from 1994 to 1996 as well as President of TakeQare, a publicly traded HMO operating in CalifaaniColorado, lllinois and Ohio until it was solc
FHP. Mr. Jessup currently serves on the board refctirs of Corvel Corporation, a publicly tradedngany. He served on the board of directol
NovaMed, Inc., a publicly traded company, from Naoner 1998 until May 2011. We believe Mr. Jessupdifications to serve on ol
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Board include his significant executive experiength the strategic, financial, and operational ieguents of large health care organizations, irioly
serving as an audit committee chair.

Scott R. Burell has served as our Chief Financial Officer, Secyetard Treasurer since November 2006. Previouslysdrged as our Vi
President of Finance from November 2001 throughdxdwer 2006, and as our Controller from Februan028eugh November 2001. From May 1!
to February 2001, Mr. Burell served as the Corgrdibr Network Commerce, Inc., a publicly tradedhteology and infrastructure company locate
Seattle. Prior to May 1999, Mr. Burell spent 9 yewiith Arthur Andersen's Audit and Business Adwspractice in Seattle. Mr. Burell is a certif
public accountant in the state of Washington (atyeinactive) and holds B.S. degrees in Accountimgl Business Finance from Central Washin
University. Mr. Burell is a member of the Americkustitute and Washington Society of Certified Pa#iccountants.

Robert E. Hoffman has served on our Board since July 2013. He isSewgor Vice President, Finance and Chief FinanOiicer of Aren:
Pharmaceuticals, Inc., a publicly traded biophaeungcal company, where he has served in variowniia and accounting roles since 1997, excef
from March 2011 to August 2011, Mr. Hoffman servsl Chief Financial Officer for Polaris Group, avately held drug development compe
Mr. Hoffman is a member of the business and finalradlvisory board of Innovus Pharmaceuticals, digyliraded emerging pharmaceuticals comp
Mr. Hoffman also serves as a member of the Finaaeounting Standards Board's Small Business Aatyi€ommittee and the steering committe
the Association of Bioscience Financial Officersr. Moffman is also a member and a former directuat ®resident of the San Diego Chapte
Financial Executives International. Mr. Hoffman ¢®la bachelor's degree in business administration §t. Bonaventure University, and is license
a C.P.A. (inactive) in the State of California. \Welieve Mr. Hoffman's qualifications to serve omr &oard include his experience as an executive
drug development company and knowledge of finaraztabunting in the medical technology field.

Scott Gottlieb, M.D. has served on our Board since January 2009. Dtli€ois currently a Resident Fellow at the Amenidanterprise Institut
Dr. Gottlieb is also a Clinical Assistant Professwrthe NYU School of Medicine. From 2005 until Z0®r. Gottlieb served at the Food and C
Administration ("FDA") as Deputy Commissioner forellical and Scientific Affairs and before that, fr@03 until 2004, as Senior Advisor for Med
Technology to the FDA Commissioner and as the FMAfector of Medical Policy Development. He lefetfiDA in the Spring of 2004 to work
implementation of the new Medicare Drug BenefiaSenior Adviser to the Administrator of MedicareldMedicaid Services, where he supportet
agency's policy work on quality improvement anderage and payment decisioraking, particularly related to new medical teclogigs. Dr. Gottlie
currently serves on the board of directors of MolacInsight Pharmaceuticals. We believe Dr. Geitth qualifications to serve on our Board incluib
experience as a Wall Street analyst, practicingsigign, and most importantly in senior roles in th&. government, including his former role as Cig
Commissioner of the U.S. Food and Drug AdministratiCombiMatrix operates in business segments wiegnalation and regulatory strategy nee
be considered and Dr. Gottlieb's insights are beiaéfto us. Dr. Gottlieb completed his residenayinternal medicine at the Mount Sinai Hospite
New York City and is a graduate of the Mount Si@ahool of Medicine and of Wesleyan University innBecticut.

Wei Richard Ding has served on our Board since February 2012. HieeisChief Executive Officer and a member of therdoaf directors c
bioTheranostics Inc., a San Diegased developer of molecular diagnostic tests ahdratory. Mr. Ding has been bioTheranostics' CH@@e
September 2008 and was the Vice President, StratedyBusiness Development of Fratesed bioMerieux, a global leader in the field rofvitro
diagnostics from 2006 to 2008. Mr. Ding has alsaked for Eli Lilly and Company, TenFold Corporatiand Myriad Genetics, and is an active spe
and leader in the field of personalized medicines WBélieve Mr. Ding's qualifications to serve on @oard include his detailed knowledge of
molecular diagnostics market. In addition, Mr. Dgngxperience and expertise in operating an egalyesdiagnostics company will provide excel
insight to the Board.
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Jeremy M. Jones has served on our Board since November 2012. Hei€hairman of On Assignment, Inc., a publichded professional staffil
firm, where he has served as a director since M®b1Mr. Jones has been an investor and businestogenent consultant since February 1998. F
1987 to 1995, Mr. Jones was Chief Executive Offied Chairman of the Board of Homedco Group, ladipme healthcare services company, w
became publicly traded in 1991. Homedco merged Apna Healthcare Group, Inc. in 1995 and from 189®ugh January 1998, Mr. Jones was C
Executive Officer and Chairman of the Board of ApHealthcare Group, Inc., which also provided hdmalthcare services. Mr. Jones serve
Chairman of the Board of Byram Healthcare Censrovider of retail medical supplies and wholesa&zlical and hospital equipment, from Febri
1999 until its sale in March of 2008. Mr. Jones \aadirector for Access Point Medical from May 2a@04December 2005. Mr. Jones was a direct
US LABS, an esoteric oncology and hematopatholadyoratory from November 2003 through February 20a6m July 2003 to January 20
Mr. Jones served as Chairman of LifeCare Solutibres, a provider of integrated home healthcaredpets and services. Mr. Jones holds a bach
degree in business administration from the Uniteref lowa. We believe Mr. Jones' qualifications gerve on our Board include his signific
executive experience with the strategic, finandald operational requirements of public health @aganizations, including serving as Chairmar
those organizations.

Directors and officers are elected on amuahbasis. The term of each director's serviceregmt our next annual meeting of stockholders &
such time as his or her successor is duly electddjaalified. Officers serve at the discretionlad Board.

There are no family relationships between af our director nominees or executive officensl @ny other of our director nominees or execl
officers.

Board of Directors

Our Bylaws provide that the size of our Bbs to be determined from time to time by resolutof the Board but shall consist of at least fare
no more than nine members. Our Board has fixecexaet number of directors at seven. Our Board otlgreonsists of six members, four of whom—
Messrs. Gottlieb, Ding, Hoffman and Jones—our Bdwsl determined to be independent under the rlitbe NASDAQ Stock Market.

Mr. Jessup serves as Chairman of the Baand, we believe that separation of the Chairman @higf Executive Officer roles supports
independent nature of our Board.

In connection with its investment in usAipril 2011, HLM Venture Partners I, LP ("HLM") weagiven the right to require the Board to, consit
with its fiduciary duties, fill one vacancy on tieoard with a director designated by HLM who is raot affiliate of HLM and who has indus
experience relevant to our business and fill ormamay on the Board with a director designated byHAho is an affiliate of HLM. HLM has waive
the requirement to maintain vacancies on our Béarthis purpose, but such waiver is revocable hywHt any time upon 45 days' prior written no
to us.

We are subject to a number of technologicedulatory, product, legal and other types okgisThe Board and its constituent committees
responsible for overseeing these risks, and we @mplnumber of procedures to help them carry oait duty. For example, Board members regu
consult with executive management about pendingesand expected challenges, and at each Boarithmdeectors receive updates from, and hay
opportunity to interview and ask questions of, keysonnel and management. Furthermore, becausehieir Executive Officer serves as a memb
our Board, we believe that the Board has a dirfeahnel and better access to insights into our pedoce, business and challenges.
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Committees of the Board of Directors

The Board has established an Audit Commitee Compensation Committee, and a Nominating aode@ance Committee. Each commi
operates pursuant to a charter that may be viewaslio website atvww.combimatrix.comThe inclusion of our web site address in thisoregdoes nc
include or incorporate by reference the informatonour web site into this report.

Audit Committee.  Our Audit Committee oversees our accounting famehcial reporting processes and is responsiii€if retaining, evaluatir
and, if appropriate, recommending the terminatibrowr independent registered public accounting fi(if) approving the services performed by
independent registered public accounting firm aidf¢r reviewing and evaluating our accountingnaiples, financial reporting practices, and syst#
internal accounting controls. The Audit Committeaiso responsible for maintaining communicatiotween the Board and our independent regis
public accounting firm, and has established prooegidior the receipt, retention and treatment of glaints regarding accounting, internal accour
controls or auditing matters, and for the confidEninonymous submission by our employees of amsceegarding questionable accounting or auc
matters. In addition, all related person transastiare reviewed and approved by the Audit Committee

In 2013, our Audit Committee consisted aéddrs. Ding (the committee's Chairman), Jones antli€b. Our Audit Committee currently consist:
Messrs. Ding (the committee's Chairman), Hoffmad &wttlieb. The Board has determined that all mesioé our Audit Committee are indepenc
under the listing standards of the NASDAQ Stock kéarand the rules of the Securities and Exchangarfission, and that Mr. Ding qualifies as
"audit committee financial expert," as defined bg tules of the Securities and Exchange Commission.

Compensation Committee.  Our Compensation Committee assists our Boardeiermining the compensation of our executiveceff an
directors. The Compensation Committee is respoaditi approving the compensation package of eaatutive officer and recommending e
executive officer's compensation to the Board. Twmpensation Committee also administers our 20@&kStncentive Plan, as amended.
Compensation Committee may form and delegate aitg oésponsibilities to subcommittees when appabgr

Our Compensation Committee in 2013 condisteand currently consists of Messrs. Jones (timansittee's Chairman), Ding and Gottlieb.
Board has determined that all members of our Cosgtean Committee are independent under the lisgtiagdards of the NASDAQ Stock Market.

Nominating and Governance Committee.  Our Nominating and Governance Committee assistsBoard by identifying and recommenc
individuals qualified to become members of our Bo@ubject to legal rights, if any, of third pasti®d nominate or appoint directors), and estabis
evaluating and overseeing our corporate governpraxesses and guidelines.

In 2013, our Nominating and Governance Cdther consisted of Messrs. Gottlieb (the commist€ghairman) and Ding. Our Nominating
Governance Committee currently consists of Me&Gaodtlieb (the committee's Chairman), Hoffman ana@iThe Board has determined that
members of our Nominating and Governance Committeendependent under the listing standards oNth8DAQ Stock Market.

The Nominating and Governance Committed winsider candidates recommended by stockholdBos.recommend director candida
stockholders should submit their suggestions iringito the Corporate Secretary, providing the peggl nominee's name, biographical data and
information about the proposed nominee and the natinig stockholder(s) as required by our Bylawsgietber with a consent from the propc
nominee to serve on the Board if nominated andedec

There are no specific minimum qualificaothat the Nominating and Governance Committee iregjuo be met by a director nomii
recommended for a position on the Board, nor aeestny
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specific qualities or skills that are necessarydioe or more members of our Board to possess, titheras are necessary to meet the requiremettts
rules and regulations applicable to us. The Norimga&and Governance Committee considers a poterdiadidate's experience, areas of expertise
other factors relative to the overall compositiéithe Board, including the following characteristic

. broad experience in business, finance or admitistra
. the independence requirements imposed by the Siestaind Exchange Commission and the NASDAQ Stoakkhst; and
. a background that provides a portfolio of expergeand knowledge relevant to our industry.

The Nominating and Governance Committeethadollowing policy with regard to the considéoat of any director candidates recommende
security holders for the annual meeting of stoctbd (subject to legal rights, if any, of third figs to nominate or appoint directors):

. A stockholder wishing to nominate a candidate filecon to the Board at the next annual meetingeguired to give written noti
addressed to CombiMatrix Corporation, 310 Godd&udte 150, Irvine, CA 92618, Attn: Corporate Seangt of his or her intention
make such a nomination. The notice of nominatiorstnbe received by the Corporate Secretary at whisegs within the timefrar
required by our Bylaws, in order to be conside@diomination at the next annual meeting.

. The notice of nomination should include informati@garding the recommended candidate relevantdetermination of whether t
recommended candidate would be barred from beimgidered independent under NASDAQ Stock Marketing Qualifications o
alternatively, a statement that the recommendedlidate would not be so barred. The notice of notionaalso must include tl
nominee's name, age, business address, residedmssdprincipal occupation or employment, and atler information required |
Section 2.10 of our Bylaws or by applicable laws@gulations. A nomination that does not complyhvitiese requirements will not
considered.

The Nominating and Governance Committee atmsiders director candidates that are suggéstéts members, the Board or management.
Nominating and Governance Committee may, in thar&tretain a thir-party executive search firm to identify candidatesterms and conditio
acceptable to the Nominating and Governance Comaith its sole discretion. The process used byNimminating and Governance Committee
identifying and evaluating nominees for directocluding nominees recommended by stockholders)\iegqwith or without the assistance of a reta
search firm) compiling names of potentially eligiliandidates, conducting background and refereimeeks, conducting interviews with the candi
and others (as schedules permit), meeting to censidd approve the final candidates and, as agpteppreparing and presenting to the full Boar
analysis with regard to particular recommended ickatds. The Nominating and Governance Committeearats to identify director nominees v
have the highest personal and professional injedréve demonstrated exceptional ability and judgimend, together with other director nominees
members, are expected to serve the l@mg: interest of our stockholders and contributeotw overall corporate goals. Candidates proposg
stockholders will be evaluated by the Nominatingl &overnance Committee using the same criteriamaalf other candidates. The Nominating
Governance Committee does not have a formal politly respect to diversity; however, the Board ahe Nominating and Governance Commi
believe that it is essential that the Board membegysesent diverse viewpoints.

In connection with HLM's investment in usApril 2011, we agreed that, for so long as HLMI @S affiliates beneficially own not less than o
our outstanding shares of common stock (not cogntite shares underlying HLM's warrants), a reasignabceptable designee of HLM shall
appointed to our Board and Compensation Commikteaddition, for so long as HLM and its affiliatbeneficially own
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not less than 14% of our outstanding shares of cmmstock (not counting the shares underlying HLMesrants), at HLM's request, a reason
acceptable individual designated by HLM, who isependent of HLM and us, shall be appointed to thar®. We also agreed that for so long as |
and its affiliates beneficially own not less tha&¥2 of the shares of common stock issued to HLMégdrivate placement (treating the shares unde
HLM's warrants as if issued), at the request of Hith& Board shall appoint one Board member desigihlay HLM to such committees of the Boari
HLM shall request, if such designation is permittettler applicable Securities and Exchange Comnmismial stock exchange rules. HLM has wa
the requirement to maintain vacancies on our Béarthis purpose, but such waiver is revocable hywHt any time upon 45 days' prior written no
to us.

Codes of Business Conduct and Ethics

We have adopted a corporate Code of Busi@esmduct and Ethics, which may be viewed on oursite at www.combimatrix.com. The Code
Business Conduct and Ethics applies to all ourceffi, directors and employees, including our ppalciexecutive officer, principal financial &
accounting officer and controller, or persons panfag similar functions. If we effect an amendmémnt or waiver from, a provision of our code
ethics, we intend to satisfy our disclosure requiats by posting a description of such amendmewntadrer on the website above or via a current 1
on Form 8K. The inclusion of our web site address in thisoré does not include or incorporate by referemeeinformation on our web site into t
report.

Stockholder Communications with Directors

Stockholders wishing to communicate witd Board or with a particular member or committe¢hef Board should address communications t
Board, or to an individual member or committee alfofvs: c/o CombiMatrix Corporation, Attention: Gmrate Secretary, 310 Goddard, Suite
Irvine, California 92618. All communications willebrelayed to that addressee. From time to timeBibeerd may change the process through w
stockholders communicate with the Board or its memtor committees. There were no changes in tloisess in 2013. Please refer to our webs
www.combimatrix.com for any future changes in thiscess. The Board or the particular director anwittee of the Board to which a communica
is addressed will, if it deems appropriate, promptfer the matter either to management or to the Board depending on the nature of
communication. The inclusion of our web site adgliiesthis report does not include or incorporatedfgrence the information on our web site inte
report.

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchangeochd 934, as amended (the "Exchange Act"), reguig directors, officers, and persons that owne
than 10 percent of a registered class of our ecpgityrities to file reports of ownership and chanigeownership with the SEC. Officers, directorsl
greater than 10 percent stockholders are requiye®HE regulations to furnish us with copies ofSaktion 16(a) forms they file.

Based solely upon our review of the copiesuch forms received by us during the year erdletember 31, 2013, we believe that each person
at any time during such year, was a director, effior beneficial owner of more than 10% of our owon stock met the filing requirements during ¢
year.
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Iltem 11. EXECUTIVE COMPENSATION
Director Compensation

Directors who are also our employees recaiv separate compensation from us for their se@écmembers of the Board. Nemyployee directo
automatically receive a natiscretionary initial grant of options to purchas@00 shares of our common stock upon joining tbar8. On the fir:
business day of each calendar year, eachengployee Board member then in office is automdyiaanted additional options to purchase 2,000es
of our common stock, provided such individual hassed as a noemployee Board member for at least six (6) monissuch grants are granted at
exercise price equal to the closing market pricehendate of grant. Options granted since 2012 inefstur equal annual installments over améntt
period measured from the grant date.

Nonemployee directors receive compensation in the amoli$1,500 per month for their service as memioérthe Board. The Chairman of
Board receives compensation in the amount of $2#90month for service as Chairman of the Boardinau2013, noremployee directors receiv
$1,000 for each meeting of the Board attended inqre $1,000 for each meeting attended by telephimatevas longer than one hour in length, and
for each meeting attended by telephone if the mgetias one hour or less in length. Directors ase atimbursed for expenses incurred in conne
with attendance at meetings of the Board and coteesitof the Board and in connection with the penorce of Board duties.

Director Compensation Table

The following table summarizes the comp&araof our directors who served during 2013 ane\ate not listed as named executive officers.

Outstanding

And
Unexercised
Options to
Fees Earnec  Option All Other Purchase
or Paid In Awards Compensation Total Common Stock
Name Cash ($) $)1) $) ()] (#)(2)
Mark McGowan 9,86( 8,59¢ —  18,45¢ —
Scott Gottlieb, M.D. 29,00( 8,59¢ —  37,59¢ 7,50(
Robert Hoffman. 14,32¢ 5,02¢ — 19,35: —
Martin Felsentha 7,75( 8,59¢ —  16,34¢ —
Wei Richard Dinc 34,50( 8,59¢ —  43,09¢ 1,50(
Jeremy Jone 32,50( — —  32,50( 50C

(1)  Amounts shown do not reflect cash compensationadigtteceived by the directors. Instead, the am®shbwn are the nocast
aggregate grant date fair values of option awarddenduring 2013 as determined pursuant to ASC Top&and excludes t
effect of forfeiture assumptions. The assumpticseduto calculate the fair value of option awardssat forth under Note 2 to
Consolidated Financial Statements.

(2)  Amounts shown reflect option awards vested as of B 2014
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Executive Compensation

The following Summary Compensation Tables $erth certain information regarding the comp¢iose for services rendered in all capacities t
during 2013 and 2012, of our current principal exiee officer, our two other most highly compenshtxecutive officers at the end of 2013, a
former executive officer (together, the "named exize officers”). We did not have any other exeesibfficers during 2013.

Stock Option All Other
Salary Bonus Awards Awards Compensation Total

Names and Principal Positior Year ($) ($) $) ($)(1) %)) $)

R. Judd Jessup(.: 201z 87,23 — — — — 87,23:
Former Presidentand 201z 421,61! — — — — 421,61!
Chief Executive
Officer

Scott R. Burel 201 236,98( 25,00( —  147,77" 45,97¢ 455,73«
Chief Financial Office 201z 236,19( — — 8,90¢ 9,50C 254,59!
Secretary and Treasu

Mark McDonough(4 201: 252,86! 35,00( — 301,43 123,49¢ 712,79
President and Chief 201z 112,21: — — 94,88t 34,64. 181,73
Executive Officer;

Former Chief
Commercial Office
Richard D. Hockett, Jr., 201: 353,56 — — 118,21¢ 76,22: 548,00:
MD(5)
Former Chief Medical 201z 238,82¢ — — 57,45( 198,10 494,38:
Officer
(1)  Amounts shown do not reflect cash compensatioredigtreceived by the named executive officer. ladighe amounts shown

)

®)
(4)

©)

the noneash aggregate grant date fair values of optiorrdsvanade during the periods presented as determpimestiant to AS
Topic 718 and excludes the effect of forfeitureuaggtions. The assumptions used to calculate thevdédiie of option awards ¢
set forth under Note 2 to the Consolidated Findr&tatements.

Mr. Burell's Other Compensation in 2013 is for peltion costs. Mr. McDonough's Other Compensatio2dh3 is for commutir
and relocation costs. Dr. Hockett's Other Compémsat 2013 is for commuting and relocation costs.

Mr. Jessup resigned as President and Chief ExecOffficer effective March 15, 2013.

Mr. McDonough joined us as Chief Commercial Offioer August 23, 2012 and was appointed PresiderdgfExiecutive Office
effective March 15, 2013.

Dr. Hockett was appointed Chief Medical Officeresffive May 1, 2012 and resigned effective Febrd&ny2014. Dr. R. Wesl
Tyson was appointed to replace Dr. Hockett to iecéfe April 8, 2014

The objective of our executive compensajoogram is to attract, motivate and retain taleréeecutives with related technical and busi
expertise in the competitive diagnostic laboratmgrket have a demonstrated ability to effectivelywgrevenue and control costs. We hope to retai
executives over the long term to provide contindiipm year-toyear. Consequently, we have chosen to compensatxeuautives with a salary and
some cases, with option awards in order to alignetkecutive's interests with corporate succesadttition, since 2012, our executive option aware
generally granted with a four year vesting scheduolerder to incentivize our executives to contirtoeinvest their time and energy to ensure
collective success over a longer term.
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In determining the total amount and mixtiethe compensation for each of our named exeeutifficers, our Compensation Commii
subjectively evaluates each named executive irt ijmumerous factors including title and role, iindual performance (including past and expe
future contribution to our business objectives) auwad longterm business needs and goals (including the needttact and retain key managen
personnel). Our Compensation Committee reviewspiagormance of each named executive officer anypuafid determines whether the nai
executive officer should receive an increase irelsary or receive a stock option award basedioh evaluation. The compensation reflected ir
table above for Mr. McDonough in 2012 was for hésvices as Chief Commercial Officer. In March 20%& increased Mr. McDonough's salan
connection with his new role as our President ahigftExecutive Officer, and also offered him a bspayable upon achieving breaken earnings. W
also granted performance stock options to Messe®diough and Burell in order to greater incentiazhieving break-even earnings.

Severance and Change in Control

We provide certain severance benefits shahif an executive officer of CombiMatrix is teimated for other than cause, death or disabilitg
executive will receive payments equal to three ingrttase salary plus medical and dental benefits.

Our Board of Directors adopted a Restateelcktive Change of Control Severance Plan (the é@ece Plan") that affects certain of our se
managemenlevel employees who are classified as "Section ffie€s" of the Company. Pursuant to the Severadtieaa, if a participating employee
involuntarily terminated (other than for death,atidity or for cause) or resigns for "good reas¢e® defined in the Severance Plan) during theytes-
period following a "change of control" (as defineadhe Severance Plan), then, subject to execuafi@release of claims against us, the employeebe
entitled to receive: (i) a cash severance paymegunaleto onehalf times annual base salary, in the case of qibdicipating employees; (ii) immedi
vesting of outstanding compensatory equity awaads; (iii) payment of COBRA premiums for the paniiing employee and eligible dependents
pre-determined period of time. Payment of benefits urtkde Severance Plan will be limited by provisi@estained in Section 409A of the U.S. Inte
Revenue Code, as amended (the "Code"). The SeweRian is administered by a plan administrator ctvimitially is the Compensation Committee
the Board of Directors. In order to participatdtie Severance Plan, an eligible employee must waiyeprior retention or severance agreements.

2006 Stock Incentive Plan

Our 2006 Stock Incentive Plan, as amengealyides for the grant of incentive or netatutory stock options to our employees, directoe
consultants. As of December 31, 2013, options telmse 639,019 shares of common stock were issukdwtstanding, and 202,580 shares remi
available for grant, under the 2006 Stock Incenfian.

The 2006 Stock Incentive Plan is adminedeby our Compensation Committee. Subject to tlowigions of the 2006 Stock Incentive Plan,
Compensation Committee determines who will recéiMeoptions, the number of options granted, thenaaof exercise and the exercise price o
options. The term of incentive stock options grdniader the 2006 Stock Incentive Plan may not ekter years, or five years for options grantedn
optionee owning more than 10% of our voting staidke exercise price of any stock option granted ottt 2006 Stock Incentive Plan must be eqt
or greater than the fair market value of the shafesir common stock on the date the option is tghrtHowever, an incentive stock option grantedr
optionee owning more than 10% of our voting stoakstrhave an exercise price equal to or greater 11886 of the fair market value of our comr
stock on the date the option is granted.

50




Table of Contents

Outstanding Equity Awards at Fiscal Year-End 2013

The following table sets forth informati@oncerning the outstanding equity awards as of Dbéee 31, 2013 granted to the named exec

officers.

Equity
Incentive
Plan
Awards:
Equity Market
Incentive or
Plan Payout
Market Awards: Value
Value Number of
Equity Number of of Unearned
Incentive of Shares  Unearned
Plan Shares or Shares,
Awards: or Units of Shares, Units or
" Number of Units of Units or other
Number of Securities Securities Stock Stock Other Rights
Underlying Unexercised Underlying that that Rights  that Have
Options (#) Unexercisec Have Have that Have
Options Option Not Not Not
Unearned Exercise  Expiration Vested  Vested Not Vested
Name Exercisable ~ Unexercisable  Options (#) Price ($) Date (#) ($) Vested(#) ($)
R. Judc
Jessug 37,4942) 2,50( — 27.4C 8/11/202! — — — —
Scott R.
Burell 6,00((3) — — 46.1( 9/17/201 — — — —
6,24¢(4) — — 105.0( 7/21/201 — — — —
2,7445) — — 76.5( 5/11/201! — — — —
1,99¢(6) 1,00¢ — 26.0( 4/08/202: — — — —
25((7) 75C — 15.5( 2/28/202: — — — —
—(8) 55,33: — 3.2¢ 4/29/202: — — — —
— — 44,26%9) 3.2t 4/29/202. — — — —
Richard D.
Hockett, Jr.
M.D. 2,50((10) 7,50( — 10.0C 5/1/202: — — — —
—(11) 44,26" — 3.2¢ 4/29/202: — — — —
— — 44,26512) 3.2t 4/29/202: — — — —
Mark
McDonougt 2,58¢(13) 7,76% — 6.1¢  12/20/202 — — — —
3,21%(14) 9,63¢ — 4.5C  10/19/202 — — — —
—(15) 73,45( — 3.3¢ 3/15/202: — — — —
— — 58,76((16) 3.3¢ 3/29/202: — — — —
—(17) 37,21« — 3.2¢ 4/29/202: — — — —
— — 29,77(18) 3.2¢ 4/29/202: — — — —
1) All awards were granted under the 2006 Stock IrieerRlan. The options were granted at an exeraise pqual to the closing price of our common stookhe date ¢
grant and have a term of ten years.
) These options were granted on August 11, 2010.fGum#h vest on the one-year anniversary of gradttae remaining vest monthly thereafter over agtyrear period.
3) These options were granted on September 17, 2@DVesst quarterly over a three-year period.
(4) These options were granted on July 21, 2008 artdjuesterly over a three-year period.
(5) These options were granted on May 11, 2009 andquesterly over a three-year period.
(6) These options were granted on April 8, 2011. Ongtfovest on the one-year anniversary of grantthedemaining vest monthly thereafter over a ttyesr period.
(7) These options were granted on February 28, 2012estdn four equal annual installments over a 48w period measured from the grant date.
(8) These options were granted on April 29, 2013 arstl inefour equal annual installments over a 48-m@ariod measured from the grant date
9) These options were granted on April 29, 2013 angirally were to vest when, and if, the Companyieweés brealeven EBITDA for one fiscal quarter within eight
months following March 15, 2013. On February 20120he Compensation Committee of our Board of &ies approved a modification to the vesting petmde thirty
months following March 15, 2013. If this targetnist achieved within thirty months following March,12013, the option will expire. The option is eisable for veste
shares only.
(10) These options were granted on May 1, 2012 andivéstir equal annual installments over a 48-morttiqul measured from the grant date.
(11) These options were granted on April 29, 2013 arstl inefour equal annual installments over a 48-m@ariod measured from the grant date
(12) These options were granted on April 29, 2013 arsl wden, and if, the Company achieves breadn EBITDA for one fiscal quarter within eightesmonths following
March 15, 2013.
(13) These options were granted on December 20, 201%estdn four equal annual installments over an8ith period measured from the vesting commencenteget o
August 20, 2012.
(14) These options were granted on October 19, 2012vastin four equal annual installments over an#@ith period measured from the vesting commencenhetet o
August 20, 2012.
(15) These options were granted on March 15, 2013 astdivéour equal annual installments over a 48-taqmriod measured from the grant date
(16) These options were granted on March 29, 2013 aigthally were to vest when, and if, the Companyieebs brealeven EBITDA for one fiscal quarter within eight

months following March 15, 2013. On February 20120he Compensation Committee of our Board of &ies approved a modification to the vesting petmde thirty
months following March 15, 2013. If this targetnist achieved within thirty months following March,12013, the option will expire. The option is evisable for veste



shares only

7) These options were granted on April 29, 2013 arst inefour equal annual installments over a 48-meriod measured from the grant date
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(18) These options were granted on April 29, 2013 angirally were to vest when, and if, the Companyieweds brea-even EBITDA for one fiscal quarter within eight
months following March 15, 2013. On February 20120he Compensation Committee of our Board of &ies approved a modification to the vesting pet@mde thirty
months following March 15, 2013. If this targetnist achieved within thirty months following March,12013, the option will expire. The option is eisable for veste
shares only

Compliance with Code Section 162(m)

Section 162(m) of the Code ("Section 162fngenerally disallows a tax deduction to a publitiaded company for compensation in exce:
$1 million paid to each of that company's chief@xive officer and four other most highly compeesaexecutive officers. Qualifying performance-
based compensation is not subject to the deduttithif certain requirements are met. In the yeaded December 31, 2013, none of our exec
officers received compensation in excess of $lionill

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS

The following table shows information redjag the beneficial ownership of our common stosko&March 19, 2014 by (a) each stockholde
group of affiliated stockholders, that we know ovmnsre than 5% of our outstanding common stockeézh of our named executive officers; (c) eau
our directors; and (d) all of our current directarsl executive officers as a group. The table getaipon information supplied by directors, exe®
officers and principal stockholders, and Schedti8i3 and 13G filed with the Securities and Excha@genmission.

Percentage ownership in the table belobaised on 11,063,246 shares of common stock ouistpad of March 19, 2014. Beneficial ownershi
determined in accordance with the rules of the Biesiand Exchange Commission, and generally @reduoting power and/or investment power
respect to the securities held. Any securitiesoutgstanding but which are subject to options orrar@s exercisable within 60 days of March 19, 28de
deemed outstanding and beneficially owned for thep@se of computing the percentage of outstandmgneon stock beneficially owned by
stockholder holding such options or warrants, lvatreot deemed outstanding for the purpose of comgtiie percentage of common stock benefic
owned by any other stockholder.
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Unless otherwise indicated, each of theldtolders listed below has sole voting and investrpewer with respect to the shares beneficiallyea
The address for each director or named executfieeois c/o CombiMatrix Corporation, 310 Goddagdiite 150, Irvine, California 92618.

No. of Shares

Beneficially
Name of Beneficial Ownel Owned Percentage
Officers and Directors
Mark McDonough(1 34,96 *
Scott R. Burell(2] 32,94 *
Richard D. Hockett Jr., MD(< 3,50( *
R. Judd Jessup(: 56,99 *
Scott Gottlieb, M.D.(5 7,70(C *
Wei Richard Ding(6. 1,50(C *
Jeremy M. Jones( 50C *
Robert E. Hoffman(8 48,54+ &
All current directors and executive officers agaup
(8 persons 186,64« 1.67%
5% Stockholders Not Listed Above
Great Point Partners, LLC(' 1,095,54. 9.9%%
Dr. Jeffrey R. Jay, M.D.(S 1,095,54 9.9%
David Kroin(9) 1,095,54 9.9%

@)

)

®)

(4)

©)

(6)
@)
8)

)

Less than 1.0%.

Includes 1,500 shares of common stock. Also indudptions to purchase 33,467 shares of common dtatkwer:
exercisable within 60 days of March 19, 2014.

Includes 912 shares of common stock. Also inclugfg#ons to purchase 31,642 shares of common stodkvarrants t
purchase 388 shares of common stock that wereisable within 60 days of March 19, 2014.

Includes 1,000 shares of common stock. Also indudptions to purchase 2,500 shares of common stoatkwer:
exercisable within 60 days of March 19, 2014.

Includes 13,679 shares of common stock. Also ireduadiptions to purchase 37,499 shares of commohk atwt warrant
to purchase 5,813 shares of common stock that &enecisable within 60 days of March 19, 2014. Shared warrants a
held by the R. Judd & Charlene L. Jessup Trust.

Includes 200 shares of common stock and optiomaitohase 7,500 shares of common stock that wereisable withit
60 days of March 19, 2014.

Includes options to purchase 1,500 shares of constumk that were exercisable within 60 days of Mat8, 2014.
Includes options to purchase 500 shares of commnoak that were exercisable within 60 days of Matéh2014.

Includes 24,272 shares of common stock. Also iredudarrants to purchase 24,272 shares of commaoh giat wer
exercisable within 60 days of March 19, 2014.

Includes (i) 151,363 shares of common stock and93®%7 shares of common stock issuable upon exeofisearrant:

owned by Biomedical Value Fund, LP ("BVF"), (ii) 838 shares of common stock and 175,257 sharesnofnon stoc
issuable upon exercise of warra
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owned by Biomedical Offshore Value Fund, Ltd. ("BBY, (iii) 56,391 shares of common stock and 116,88ares of
common stock issuable upon exercise of warrantedviny Biomedical Institutional Value Fund, LP ("B¥Y), (iv) 61,04¢
shares of common stock and 120,166 shares of comsinok issuable upon exercise of warrants owne@lbags D Serie
of GEF-PS, LP ("GERS"), (v) 2,442 shares of common stock and 4,8@reshof common stock issuable upon exe
of warrants owned by David J. Morrison ("Morrisordhd (vi) 8,792 shares of common stock and 17,3Gtes ¢
common stock issuable upon exercise of warrantsedwary WS Investments I, LLC ("WS"). Does not iméu244,40
shares of common stock issuable upon the exerdisieeowarrants collectively held by BVF, BOVF, BIYGEFPS
Morrison and WS. The provisions of the warrantdrietsthe exercise of such warrants to the exteat, tafter giving effe
to such exercise, the holder of such warrants @naffiliates and any other person or entities wittich such holder wou
constitute a group would beneficially own in exce$9.99% of the number of shares of common stdckh® Compan
outstanding immediately after giving effect to suotercise. Great Point Partners, LLC ("Great Ppiist'the investme:
manager of BVF, BOVF, BIVF, GEPS, Morrison and WS, and therefore it may be deeimée the beneficial owner
the shares of common stock, including the share®wimon stock issuable upon exercise of the wagramined by ear
of BVF, BOVF, BIVF, GEFPS, Morrison and WS. Dr. Jeffrey R. Jay, M.D. ("Day") is a senior managing membe
Great Point, and Mr. David Kroin ("Mr. Kroin") is apecial managing member of Great Point. Each ofJ&y an
Mr. Kroin, as senior managing member of Great Pamd special managing member of Great Point, réispéc ha:
voting power over the shares of common stock owme@ach of BVF, BOVF, BIVF, GEIRS, Morrison and WS, a
consequently they each may be deemed to be thditi@hewner of the shares of common stock, inchgdthe shares
common stock issuable upon exercise of the warramteed by each of BVF, BOVF, BIVF, GHFS, Morrison and W:
Each of Great Point, Dr. Jay and Mr. Kroin discldieneficial ownership of such shares. The repartaiing address fi
each of Great Point, Dr. Jay and Mr. Kroin is 168sdn Street, 34 Floor, Greenwich, CT 06830. Information ba
solely upon investor filings with the SE

Securities Authorized for Issuance Under Equity Comensation Plans

The following table sets forth informatias of December 31, 2013 relating to all of our ggodmpensation plans:

(c) Number of securities
remaining available for
future issuance under

(a) Number of shares equity compensation
to be issued upon (b) Weightec-average plans (excluding
exercise of exercise price of securities reflected in
Plan Category outstanding options outstanding options column (a))(2)
Equity compensation plan approved t
stockholders(1 639,01¢ $ 202,58(
Equity compensation plans not appro
by stockholder: — —
TOTAL 639,01¢ $ 202,58(

Q) Consists of our 2006 Stock Incentive Planrasraded.

2) Consists of shares available for future issuanaeuour 2006 Stock Incentive Plan, as of Decembe2813. The number
shares of common stock reserved under our 2006 $itgentive Plan will automatically be increasedtba first trading day «
each year, in an amount equal to 3% of the numbeshares of our common stock outstanding on thettasling day of th
preceding year. On January 2, 2013, the additioesgrve for our 2006 Stock Incentive Plan was aatmally increased t

45,334 share:
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Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS, AND DIRECTOR INDEPENDENCE
Transactions with Management and Others

Since January 1, 2013, there has not bre®mas there been proposed, any transaction,gemaent or relationship or series of similar tratisas
arrangements or relationships, including thoselinkg indebtedness not in the ordinary course dfiess, to which we or our subsidiaries were o
party, or in which we or our subsidiaries were i@ a participant, in which the amount involved eded or exceeds the lesser of $120,000 or 1%
average of our total assets at yead for the last two completed fiscal years andfiich any of our directors, nominees for direcexecutive officer:
beneficial owners of more than 5% of any classwfwwting securities or any member of the immedfateily of any of the foregoing persons, ha
will have a direct or indirect material interesther than as described above under the headingclUixe Compensation” and other than the transas
described below. Each of the transactions descihieéulv was reviewed and approved or ratified byAwdit Committee.

On February 20, 2014, pursuant to the aitthgranted under the CombiMatrix Corporation 2086ck Incentive Plan, the Compensa
Committee of the Company adopted a 2014 ExecuteréoFmance Bonus Plan (the "Bonus Plan"), effectiseof January 1, 2014, to provide cel
members of the Company's senior management thertopfig to earn incentive bonuses based on the @oylip attainment of specific financ
performance objectives for 2014. The Compensatiomi@ittee determined that the Company's Chief Exeeudfficer, Mark McDonough, and t
Company's Chief Financial Officer, Scott Burelle aligible to receive such awards under the Borlas.RJpon the commencement of Dr. Tys
employment, Dr. Tyson will be an eligible partiaipainder the Bonus Plan at the same level as oQr. BFparticipant's bonus under the Bonus Plan
consist of a cash incentive and will be based driezement of between 90% and 150% of the Comp&@d24 net revenue target as determined b
Company's Compensation Committee. If the Compahyeses 90% of the target net revenue, the CEO's lsasus will equal $77,500 and the CF
and CMO's cash bonus will equal $55,000; if the any achieves 100% of the target net revenue, E@'€Ccash bonus will equal $155,000 anc
CFO's and CMO's cash bonus will equal $110,00thafCompany achieves 110% of the target net revehaeCEQO's cash bonus will equal $180
and the CFO's and CMO's cash bonus will equal $085,if the Company achieves 130% of the targetreetnue, the CEO's cash bonus will e
$240,000 and the CFO's and CMO's cash bonus wikle®190,000; and if the Company achieves 150%etarget net revenue, the CEO's cash t
will equal $270,000 and the CFO's and CMO's castubavill equal $220,000 (and bonus payments wiltputed on a pro rata basis between 1
and 150% of the target achieved). Cash bonus pagmiérarned, will be paid once the Company's auslihave completed their annual audit ant
actual 2014 net revenues are known, and will bé pat within seventyive days following December 31, 2014. In orderdoeive a bonus payment,
participant must be employed by the Company csutssidiary at the time bonuses are computed atdbdied.

On February 20, 2014, pursuant to the aitthgranted under our 2006 Stock Incentive Plam; @ompensation Committee granted 136
restricted stock units to our Chief Executive QfficMark McDonough, 68,454 restricted stock unitotir Chief Financial Officer, Scott Burell, ¢
17,495 restricted stock units to each of our eorployee Board members. 25% of the shares of consteak subject to the restricted stock units va
each anniversary of the grant date over a four gedaod. The restricted stock units may vest oa@elerated basis in accordance with the termsin
2006 Stock Incentive Plan and our Restated Exee@ivange of Control Severance Plan and, in thet®fateath or a permanent disability, the ves
of the restricted stock unit will accelerate by lweemonths.
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On March 3, 2014, we entered into an dffgter with R. Weslie Tyson for Dr. Tyson to sea® our Medical Director and Chief Medical Offic
Dr. Tyson's employment will be effective April 8024. The terms of this offer letter provide that Dyson will receive an annual base salar
$325,000. The offer letter also provides that Brsan will receive a restricted stock unit award 86r000 shares of common stock which will vest
on each anniversary of the grant date over a fear yeriod. He will also be eligible to participatethe Bonus Plan. We will also pay to move
household goods from Colorado to California, reinslethim for the realtor commission on the saleistiouse in Colorado, provide him a one bedr
apartment for up to six months in Irvine, Calif@nintil his family joins him in Southern Californéend reimburse him for one housenting trip for hi:
family, all of which will be grossed up to negateyapplicable tax consequences. Dr. Tyson alsobgikligible to participate in our Severance Plan.

Future transactions with our officers, dices or greater than five percent stockholders$ bél on terms no less favorable to us than cou
obtained from independent third parties, and athsmansactions will be reviewed and subject toraygl by members of our Audit Committee.

Director Independence

Our Board currently consists of six membdour of whom—Messrs. Gottlieb, Ding, Hoffman addnes—eur Board has determined to
independent under the rules of the NASDAQ StockKdar

Iltem 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
Principal Accountant Fees and Services
Audit and Audit-Related Fees

Fees for audit and audétated services by our principal independent teggsl public accounting firm, Haskell & White LLPH&W"), for the
years ended December 31, 2013 and 2012 were aw$oll

2013 2012
Audit fees $ 87,50 $ 89,00(
Audit related fee: 61,67¢ 19,23
Total audit and audit related fe $ 149,17 $ 108,23:

We were not billed for any tax fees ordowy other fees from our principal accountants ih36r 2012.
Audit Committee Pre-Approval Policies and Procedure

The Audit Committee charter provides that Audit Committee will pre-approve all audit seasé and nomwudit services to be provided by
independent auditors before the accountant is extyég render these services. The Audit Committeg caasult with management in the decision-
making process but may not delegate this authtoitmanagement. The Audit Committee may delegatadutlority to preapprove services to one
more committee members, provided that the desigpessent the pre-approvals to the full committethatnext committee meeting. All audit and non-
audit services performed by our independent acemtsithave been papproved by our Audit Committee to assure that ssrhices do not impair t
auditors' independence from us.

Determination of Independence
There were no fees billed by H&W for nordaservices.
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PART IV
Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

€) (1) Financial Statements—See "Index to Codatdid Financial Statements" appearing on page F-1.

2) Financial Statement Schedules

Schedules have been omitted, as they are not eshjor smaller reporting companies, not applicairighe information is otherwi
included.

3) Exhibits—Refer to Item 15(b) below.
(b) Exhibits. The following exhibits are either file@tewith or incorporated herein by reference:
Exhibit

Number Description
3.1 Amended and Restated Certificate of Incorporatip

3.2 Certificate of Amendment to Amended and Restatatificate of Incorporation(2
3.2 Certificate of Amendment to Amendment and Rest&tedificate of Incorporation(Z
3.4 Second Amended and Restated Bylaw

3.E Certificate of Designation of Preferences, Rightd himitations of Series A 6% Convertible
Preferred Stock(t

3.€ Certificate of Designation of Preferences, Righms himitations of Series B 6% Convertible
Preferred Stock(27

3.7 Certificate of Designation of Preferences, Rightd himitations of Series C 6% Convertible
Preferred Stock(3:

3.&€ Certificate of Designation of Preferences, Rightd himitations of Series D Convertible
Preferred Stock(4(

10.21 Restated Executive Change in Control Severanc€®)l
10.2 Amendment No. 3 to Lease dated as of January 11(2§
10.E Amendment No. 4 to the Lease effective as of Oct@he2012(8
10.61 2006 Stock Incentive Plan, as amende:
10.71 Form of Stock Incentive Plan Agreement(.
10.81 Employment Agreement for Mark McDonough(’
10.¢ Form of Amended and Restated Indemnification Agreweii2)
10.1: Form of Securities Purchase Agreement dated apof & 2011(13’
10.1¢ Form of Investors Rights Agreement dated as of |Apr2011(14;
10.1¢ HLM Rights Agreement dated as of April 1, 2011(
10.1¢€ Form of Warrant to Purchase Common Stock issuedipsit 7, 2011(16)
10.1%7 Form of Indemnity Agreement(1’
10.1¢ Form of Securities Purchase Agreement dated asmESiber 28, 2012(1!

10.1¢ Form of Warrant to Purchase Common Stock
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Exhibit
Number

Description

10.2(

10.21

10.2%

10.2:

10.24°

10.25°

10.2¢

10.23

10.2¢

10.2¢

10.3(

10.31

10.32°

10.3¢

10.3¢

10.3¢

10.3¢

10.37"

10.38°

10.39°

10.4(

10.5(

10.51°

10.52°

10.53°

21.1

23.1

31.1

31z

Form of Registration Rights Agreement dated asepit@&nber 28, 2012(2!

Form of Locl-Up Agreement dated as of September 28, 201:

Form of Voting Agreement dated as of Septembef282(22)

Consent and Waiver executed on December 4, 201

Employment Agreement for Richard Hockett, M.D.(;

Amendment to CombiMatrix 2006 Stock Incentive P2&)

Form of Amendment No. 1 to Common Stock Purchaseaitdated February 26, 2013(:
Form of Warrant to Purchase Common Stock

Form of Securities Purchase Agreement dated asaoéiM19, 2013(2¢

Placement Agent Agreement, dated July 13, 201%dwi the Company and C. K. Cooper &
Company(30

Addendum to Placement Agent Agreement, dated Sépaeth®, 2012, between the Company
C. K. Cooper & Company(3:

Addendum to Placement Agent Agreement, dated Mdd¢l2013, between the Company and C.
K. Cooper & Company(3z

Mark McDonough Compensation Arrangement(

Form of Waiver Regarding HLM Rights Agreement datgxtil 5, 2013(47)
Form of Securities Purchase Agreement dated asagf312013(34

Form of Warrant to Purchase Common Stock

Form of Registration Rights Agreement dated as af 18, 2013(36

Form of Voting Agreement dated as of May 3, 2013

Form of Stock Incentive Plan Agreement for Perfanoe-Based Options(4:
Letter Agreement dated June 27, 2013 regarding WeRonough's bonus arrangement(
Amendment No. 5 to Lease effective as of July D3,3¢39)

Form of Warrant to Purchase Common Stock

2014 Executive Performance Bonus Plan, as amendle

Form of Restricted Stock Unit Award Agreement unitier Company's 2006 Stock Incentive Plan
(49)

Employment Agreement for R. Weslie Tyson, M.D.(
Subsidiaries of the Registrant|
Consent of Haskell & White LLP(*

Certification of Chief Executive Officer pursuantgection 302 of the Sarbanes-Oxley Act of
2002(*)

Certification of Chief Financial Officer pursuantgection 302 of the Sarbanes-Oxley Act of 2002
)
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Exhibit
Number Description

32.1 Certification of Chief Executive Officer pursuantsection 906 of the Sarbanes-Oxley Act of
2002 (Furnished herewit|

32.z Certification of Chief Financial Officer pursuantgection 906 of the Sarban@siey Act of 200:
(Furnished herewitr

101.C The following materials from CombiMatrix Corporatis Annual Report on Form 10-K for the

year ended December 31, 2013, formatted in XBRLi€a3ible Business Reporting Language):
(i) Consolidated Balance Sheets as of Decembe2@®i13 and 2012; (ii) Consolidated Statements
of Operations for the years ended December 31, 2882012; (iii) Consolidated Statements of
Comprehensive Loss for the years ended Decemb@038B, and 2012; (iv) Consolidated
Statements of Stockholders' Equity (Deficit) foe grears ended December 31, 2013 and 2012;
(v) Consolidated Statements of Cash Flows for #eey ended December 31, 2013 and 2012
(vi) Notes to Consolidated Financial Statements

Q)

@)

)
®)

(4)

®)

(6)

@)

8)

©)

(10)

1)

(12)

(13)

Included herewith.
Denotes management contract or compensatoryoplamangement.

Incorporated by reference to Exhibit 3.1 te hiompany's Registration Statement on Form S-1 (SECNo. 333139679), filet
with the SEC on December 26, 2006.

Incorporated by reference to Exhibit 3.1Ale Company's Quarterly Report on Form 10-Q filedjdat 14, 2008.

Incorporated by reference to Exhibit 3.1 te @ompany's Current Report on Form 8-K (File Nd.-88523) filed with the SEC ¢
December 4, 2012.

Incorporated by reference to Exhibit 3.2 te ompany's Annual Report on Form 10-K (File NdL-88523) filed with the SE
on March 18, 2010.

Incorporated by reference to Exhibit 3.1 te @ompany's Current Report on Form 8-K (File Nd.-88523) filed with the SEC ¢
October 1, 2012.

Incorporated by reference to Exhibit 10.2 te Company's Quarterly Report on Form 10-Q (File 001-33523) filed with th
SEC on August 16, 2010.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on January 15, 2010.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on October 25, 2012.

Incorporated by reference to Exhibit 10.11 to tlemPany's Quarterly Report on Form 10-Q (File NdL-88523) filed with th
SEC on August 9, 2013.

Incorporated by reference to the Company's RegjstreStatement on Form S-1 (SEC File No. 33®679), which becar
effective June 8, 2007.

Incorporated by reference to Exhibit 10.1 to thempany's Quarterly Report on Form 10-Q (File No.-83523) filed with th
SEC on November 13, 2012.

Incorporated by reference to Exhibit 10.1 to thempany's Quarterly Report on Form 10-Q (File No.-83523) filed with th
SEC on August 12, 2011.

Incorporated by reference to Exhibit 10.2ie Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on April 7, 2011,
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(14)

(15)

(16)

17)

(18)

(19)

(20)

(21)

(22)

(23)

(24)

(25)

(26)

(27)

(28)

(29)

(30)

(31)

(32)

(33)

Incorporated by reference to Exhibit 10.2 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on April 7, 2011.

Incorporated by reference to Exhibit 10.3 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on April 7, 2011.

Incorporated by reference to Exhibit 10.4 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on April 7, 2011.

Incorporated by reference to Exhibit 10.5 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on April 7, 2011.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on October 1, 2012.

Incorporated by reference to Exhibit 10.2ite Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on October 1, 2012.

Incorporated by reference to Exhibit 10.3ite Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on October 1, 2012.

Incorporated by reference to Exhibit 10.4ite Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on October 1, 2012.

Incorporated by reference to Exhibit 10.3ie Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on October 1, 2012.

Incorporated by reference to Exhibit 10.2ie Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on December 7, 2012.

Incorporated by reference to Exhibit 10.1 to themPany's Quarterly Report on Form 10-Q (File No.-88523) filed with th
SEC on May 11, 2012.

Incorporated by reference to Exhibit 10.8 to themPany's Quarterly Report on Form 10-Q (File No.-88523) filed with th
SEC on November 13, 2012.

Incorporated by reference to Exhibit 10.1 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on February 26, 2013.

Incorporated by reference to Exhibit 4.1 to the @any's Current Report on Form 8-K (File No. BB523) filed with the SEC «
March 20, 2013.

Incorporated by reference to Exhibit 4.3 to the @any's Current Report on Form 8-K (File No. BB523) filed with the SEC «
March 20, 2013.

Incorporated by reference to Exhibit 10.1 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on March 20, 2013.

Incorporated by reference to Exhibit 10.2 to thempany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on March 20, 2013.

Incorporated by reference to Exhibit 10.3ite Company's Current Report on Form 8-K (File 0f21-33523) filed with the SE
on March 20, 2013.

Incorporated by reference to Exhibit 10.4te Company's Current Report on Form 8-K (File 0f21-33523) filed with the SE
on March 20, 2013.

Incorporated by reference to Exhibit 3.1ite €Company's Current Report on Form 8-K (File Ni1-83523) filed with the SEC «
May 6, 2013
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(34)

(39)

(36)

(37)

(38)

(39)

(40)

(41)

(42)

(43)

(44)

(45)

(46)

(47)

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on May 6, 2013.

Incorporated by reference to Exhibit 10.2 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on May 6, 2013.

Incorporated by reference to Exhibit 10.3 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on May 6, 2013.

Incorporated by reference to Exhibit 10.4 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on May 6, 2013.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on July 1, 2013.

Incorporated by reference to Exhibit 10.2ie Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on July 19, 2013.

Incorporated by reference to Exhibit 3.1He Company's Current Report on Form 8-K (File N3iL-83523) filed with the SEC ¢
December 23, 2013.

Incorporated by reference to Exhibit 4.3He Company's Registration Statement on Form S-Eil& No. 333191211) filed witl
the SEC on December 16, 2013.

Incorporated by reference to Exhibit 10.2ie Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on April 3, 2013.

Incorporated by reference to Exhibit 10.1thHe Company's Quarterly Report on Form 10-Q (Rite 00133523) filed with th
SEC on May 13, 2013.

Incorporated by reference to Exhibit 10.2 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on March 10, 2014.

Incorporated by reference to Exhibit 10.2 to thempany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on February 24, 2014.

Incorporated by reference to Exhibit 10.1 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on March 10, 2014.

Incorporated by reference to Exhibit 10.1 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on April 8, 2013,
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SIGNATURES

Pursuant to the requirements of SectionrlB5(d) of the Securities Exchange Act of 1934, rigistrant has duly caused this report to beesign
its behalf by the undersigned, thereunto duly atiglked.

Dated: March 24, 201 COMBIMATRIX CORPORATION

/sl MARK MCDONOUGH

Mark McDonough
President and
Chief Executive Officer
(Authorized Signatory

Pursuant to the requirements of the Seearénd Exchange Act of 1934, this report has Isagred below by the following persons on behaltha
registrant and the capacities and on the datesatet.

Signature Title Date

/s/ MARK MCDONOUGH President and Chief Executive Officer,

Director (Principal Executive Officer) March 24, 201-

Mark McDonougr

/s/ SCOTT R. BURELL Chief Financial Officer, Treasurer and
Secretary (Principal Financial and March 24, 201.
Scott R. Burel Accounting Officer)

/s/ R. JUDD JESSUP

Chairman of the Board March 24, 201.
R. Judd JessL
/s/ SCOTT GOTTLIEB, M.D.

Director March 24, 201:
Scott Gottlieb, M.D
/sl WEI RICHARD DING

Director March 24, 201:
Wei Richard Ding
/s/ JEREMY M. JONES

Director March 24, 201.
Jeremy M. Jone
/s/ ROBERT E. HOFFMAN

Director March 24, 201.

Robert E. Hoffmar
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COMBIMATRIX CORPORATION
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Page
Report of Independent Registered Public Accounfimgm F-2
Consolidated Balance Sheets as of December 31,&01201° F-3
Consolidated Statements of Operations for the YEaded December 31, 2013 and 2! F-4
Consolidated Statements of Comprehensive LoshiéYears Ended December 31, 2013 and . F-5
Consolidated Statements of Stockholders' Equitffié@efor the Years Ended December 31, 2013 and
2012 F-6
Consolidated Statements of Cash Flows for the YEaded December 31, 2013 and 2! F-7
Notes to Consolidated Financial Statem: F-8

F-1




Table of Contents

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
CombiMatrix Corporation
Irvine, California

We have audited the accompanying conselildtalance sheets of CombiMatrix Corporation (t@@mpany") as of December 31, 2013
December 31, 2012, and the related consolidateenséats of operations, comprehensive loss, stodkhgl equity (deficit), and cash flows for eac
the years then ended. These consolidated finastg#ments are the responsibility of the Compamgaagement. Our responsibility is to expres
opinion on these consolidated financial statembased on our audits.

We conducted our audits in accordance withstandards of the Public Company Accounting €lgat Board (United States). Those stanc
require that we plan and perform the audits to inbteasonable assurance about whether the contalidmancial statements are free of mat
misstatement. The Company has determined thahittisequired to have, nor were we engaged to parfan audit of its internal control over finan
reporting. Our audits included consideration oéingl control over financial reporting as a basisdesigning audit procedures that are appropirtiee
circumstances, but not for the purpose of exprgssin opinion on the effectiveness of the Compaimtarnal control over financial reportir
Accordingly, we express no such opinion. An auditlides examining, on a test basis, evidence stipgothe amounts and disclosures in
consolidated financial statements. An audit alstuitles assessing the accounting principles usedigndicant estimates made by management, a:
as evaluating the overall consolidated financialeshent presentation. We believe that our auddgige a reasonable basis for our opinion.

In our opinion, the consolidated finanadttements referred to above present fairly, immaterial respects, the financial position of Coftirix
Corporation as of December 31, 2013 and Decemhe2@®l2, and the results of its operations andashdlows for each of the years then ende
conformity with accounting principles generally apted in the United States.

/S HASKELL & WHITE LLP

Irvine, California
March 24, 201«
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COMBIMATRIX CORPORATION
CONSOLIDATED BALANCE SHEETS
As of December 31, 2013 and 2012
(In thousands, except share and per share informaih)

December 31

2013 2012
ASSETS
Current asset:
Cash and cash equivale! $ 12,28¢ 2,37:
Shor-term investment 1,747 —
Accounts receivable, net of allowance for doub#fttounts of $288 and $2. 1,69 1,262
Supplies 171 46E
Prepaid expenses and other as 12€ 13€
Total current asse 16,03( 4,237
Property and equipment, r 581 66€
Investments in unconsolidated subsidiaries ancr« 221 211
Patents and licenses, 1 — 66
Total asset $ 16,83: 5,18(
LIABILITIES AND STOCKHOLDERS' EQUITY (DEFICIT)
Current liabilities:
Accounts payable, accrued expenses and $ 1,36i 1,222
Current portion, capital lease obligatic 16€ 258
Warrants, net of $0 and $280 in issuance ¢ 56¢ 4,20
Total current liabilities 2,10¢ 5,67¢
Capital lease obligations, net of current por 65 22€
Total liabilities 2,16¢ 5,90¢
Commitments and contingencies (Note
Convertible preferred stock; $0.001 par value; Bioni shares authorize:
Series A—4,000 shares authorized; none and 1,6#8&4ssued and
outstanding, net of $0 and $101 in issuance ¢ — 394
Stockholders' equity (deficit
Convertible preferred stock; $0.001 par value; Bioni shares authorizes
Series I—2,000 shares authorized; none issued and outsta — —
Series (—2,500 shares authorized; none issued and outsta — —
Series [—12,000 shares authorized; 2,200.7 and none issukdwtstandin — —
Common stock; $0.001 par value; 25 million shargbarized; 9,870,838 and
1,511,133 shares issued and outstan 1C 2
Additional paic-in capital 95,09¢ 67,10¢
Accumulated other comprehensive I 4 —
Accumulated defici (80,44() (68,227)
Total stockholders' equity (defici 14,66¢ (1,119
Total liabilities and stockholders' equity (defjc $ 16,83: $ 5,18C

The accompanying notes are an integral part oféhemnsolidated financial statements.
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COMBIMATRIX CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
For the Years Ended December 31, 2013 and 2012
(In thousands, except share and per share informaih)

For the Years

Ended
December 31,
2013 2012
Revenues
Diagnostic service $ 6,202 $ 4,97t
Clinical trial support service — 19t
Royalties 163 18C
Total revenue 6,361 5,35(
Operating expense
Cost of service 3,527 2,702
Research and developm 1,011 1,40(
Sales and marketir 2,76¢ 2,59¢
General and administratiy 5,20¢ 5,37¢
Patent amortization and royalti 254 26€
Total operating expens: 12,76 12,34
Operating los: (6,395 (6,997)
Other income (expense:
Interest income 5 1
Interest expens (35€) (179
Warrant derivative gains (charge 2,80/ (2,357%)
Total other income (expens 2,45:¢ (2,535
Net loss $ (3,942 $ (9,527)
Series A convertible preferred stock dividel $ (247) $ (123)
Series C convertible preferred stock divide (27) —
Deemed dividends from issuing Series A convertilséferred stocl — (617)
Deemed dividends from issuing Series B converfioéferred stocl (417) —
Deemed dividends from issuing Series C converfibégerred stocl (2,219 —
Deemed dividends from issuing Series D convertiloéferred stocl (6,367) —
Net loss attributable to common stockholc $ (12,21) $ (10,269
Basic and diluted net loss per sh $ (2.00 $ (8.75)
Series A convertible preferred stock divide! (0.06) (0.17)
Series C convertible preferred stock divide (0.09) —
Deemed dividends from issuing Series A convertilseferred stocl — (0.5%)
Deemed dividends from issuing Series B converfipéferred stocl (0.11) —
Deemed dividends from issuing Series C converfibégerred stocl (0.3 —
Deemed dividends from issuing Series D convertiloéferred stocl (1.62) —
Basic and diluted net loss per share attributabtmmon stockholdel $ (3.10) $ (9.4%)
Basic and diluted weighted average common sharssamaling 3,940,96! 1,088,83.

The accompanying notes are an integral part oféhemnsolidated financial statements.
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COMBIMATRIX CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
For the Years Ended December 31, 2013 and 2012
(In thousands, except share and per share informaih)

For the
Years Ended
December 31,

2013 2012
Net loss $ (3,947 $ (9,527)
Unrealized loss on availal-for-sale securitie (4) —
Total comprehensive lo: $ (3,946 $ (9,527)

The accompanying notes are an integral part oféhmmnsolidated financial statements.
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Series A
Convertible

Preferred Stock

COMBIMATRIX CORPORATION
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY (DE FICIT)

For the Years Ended December 31, 2013 and 2012

(In thousands, except share information)

Series B
Convertible

Series C
Convertible

Series D
Convertible

Preferred Stock Preferred Stock Preferred Stock Common Stock Additional

Shares  Amount

Shares Amount

Shares Amount

Shares Amount

Paid-In

Shares Amount Capital

Accumulated

Total

Other Stockholders

Comprehensive Accumulatec

Loss Deficit

Equity
(Deficit)

Balances
December 31,
2011 —$

Reverse stock

split

adjustmen —
Issuance o

Series A

convertible

preferred

stock, net of

issuance

costs 2,500.(
Beneficial

conversion

feature on

Series A

convertible

preferred

stock —
Conversion 0

Series A

convertible

preferred

stock to

common

stock (855.5481)
Make-whole

dividends

paid in

common

stock —
Accrued

dividends on

Series A

convertible

preferred

stock —
Deemec

dividends

from issuing

Series A

convertible

preferred

stock —
Non-cash stocl

compensatio —
Net loss —

394

(495)

49

-3 —

—$

1,070,41 $

(28

427,87t

12,87:

2% 66,10¢

— 49t

— 101

— 40z

$ — 8% (57,960 %

— (101)

- (22

— (617)

— (9,52)

8,15(

49t

(@)

(617)

40z
(9,52)

Balances
December 31,
2012 1,644.4518

Conversion of

Series A

convertible

preferred

stock to

common

stock (1,644.4518)
Make-whole

dividends

paid in

common

stock —
Issuance o

Series B

convertible

preferred

stock, net of

issuance

costs —

Beneficial
conversion
feature on
Series E

394

(394)

1,610. —

1,511,13

822,42:

50,30:

130,00¢

2 67,10¢

1 39¢

— 247

— 1,76¢

= (68,22)

= (247)

(1,119

394

1,76¢



convertible
preferred
stock
Deemed
dividends
from issuing
Series B
convertible
preferred
stock
Conversion o
Series B
convertible
preferred
stock to
common
stock
Issuance o
Series C
convertible
preferred
stock, net of
issuance
costs
Beneficial
conversion
feature on
Series C
convertible
preferred
stock
Deemec
dividends
from issuing
Series C
convertible
preferred
stock
Conversion o
Series C
convertible
preferred
stock to
common
stock
Issuance o
Series D
convertible
preferred
stock, net of
issuance
costs
Beneficial
conversion
feature on
Series D
convertible
preferred
stock
Deemec
dividends
from issuing
Series D
convertible
preferred
stock
Conversion o
Series D
convertible
preferred
stock to
common
stock
Preferred stoc
dividends
paid in
common
stock
Exercise o
Series A
common
stock
warrants
Reclassificatio
of derivative
warrant
liability from
warrant
exercises
Non-cash stocl
compensatio
Unrealized los
on available-
for-sale
securities
Net loss

Balances

— @y — = = = =
— a1 — — — — —
(16109  — = = = —  535,39;
— —  2,400.( — — — —
= = — (@219 = = =
— — — 12 — — —
= — (24000 — = — 839,86
— — — — 12,0000 — —
= = = = — (6369 =
— — — — — 636 —
= = = — (9,799  — 475694
_ _ _ — — — 1514
_ _ _ — — — 1,209,63

2,13¢

1,218

@

10,72(

6,361

®)

49

3,141

1,111

432

4

(@17

(1,219

(6,36Y)

(27)

(3,947

2,13¢

10,72(

22

3,142

1,111

432

4
(3,949




December 31
2013 —$ — —3$ — —$ — _2200. % — 9,87083 $ 1C$ 95,09 $ (OB (80,440 $ 14,66«

The accompanying notes are an integral part oféhemnsolidated financial statements.
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COMBIMATRIX CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2013 and 2012

(In thousands)

Operating activities
Net loss
Adjustments to reconcile net loss to net cash flioas operating activities
Depreciation and amortizatic
Stock compensatio
Warrant derivative (gains) charg
Provision for bad debr
Loss on disposal of fixed ass:
Changes in assets and liabiliti
Accounts receivabl
Supplies, prepaid expenses and other a
Accounts payable, accrued expenses and
Net cash flows from operating activiti
Investing activities
Purchase of property and equipm
Purchase of availat-for-sale investment
Net cash flows from investing activitit
Financing activities
Net proceeds from issuance of Series A convergitdéerred stocl
Issuance costs relating to Series A convertibléepred stock
Net proceeds from issuance of Series B convertitééerred stocl
Net proceeds from issuance of Series C convenpitdéerred stocl
Net proceeds from issuance of Series D convenitdéerred stocl
Net proceeds from exercise of common stock warl
Repayment of capital lease obligatic
Net cash flows from financing activitit
Increase (decrease) in cash and cash equivi
Cash and cash equivalents, beginr
Unrealized loss on cash equivale
Cash and cash equivalents, enc
Cash paid in interest exper

Non-cash investing and financing activitie
Property and equipment purchased on capital le

Make-whole Series A convertible preferred stock paidammon stocl
Deemed dividends from issuing convertible prefestetk
Reclassification of derivative warrant liabilityofn warrant exercise

Fair value of warrants issued in Series A convirtiseferred stock
offering

For the Years Ended
December 31,

2013 2012
$ (394) $ (9,529
69¢ 49C

43z 40z
(2,802) 2,357
29C 27€

49 —

(729) (76)

294 48

101 90
(5,60%) (5,940
(304) (31)
(1,750 —
(2,059 (31)

— 2,07¢

(10€) —
1,76¢ —
2,13¢ —
10,89: —
3,14z —
(25¢) (121)
17,57; 1,95¢
9,91¢ (4,019
2,37: 6,38¢

@ —

$ 1228( $ 237
$ 54 $ 25
$ 13 $ 30€
$ 247 $ 101
$ 799 $ 617
$ 1,111 $ —
$ — 3 2,127

The accompanying notes are an integral part oféhemnsolidated financial statements.
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COMBIMATRIX CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. DESCRIPTION OF BUSINESS

CombiMatrix Corporation (the "Company," "Wéus" and "our") was originally incorporated irct@ber 1995 as a California corporation and
reincorporated as a Delaware corporation in Septer@b00. In December 2002, we merged with, andrheca wholly owned subsidiary of. Aca
Research Corporation ("Acacia"), and in August 200& splitoff from Acacia and became publicly traded on Tresdlag Stock Market. As a resul
the split-off, we ceased to be a subsidiary offitiated with, Acacia.

Description of the Compar

We provide valuable molecular diagnostilugons and comprehensive clinical support for tiighest quality of care. We specialize in miscaye
analysis, prenatal and pediatric healthcare, afteBNA-based testing for the detection of genetic abnatieslbeyond what can be identified thro
traditional methodologies. We perform genetic tesgtitilizing a variety of advanced cytogenomic tgges, including microarray, standardized
customized FISH and high resolution karyotyping. #¥ephasize support for healthcare professionalsnsare data understanding and communic
of results to patients. We deliver high-technoldgyen answers, with a high degree of assistancthéordering physician and staff.

We also own a ortlird minority interest in Leuchemix, Inc. ("Leuah&”), a private drug development company focusedieveloping a series
compounds to address a number of oncology-reldseases.

Reverse Stock Sp

On December 4, 2012, we filed a Certifiaaitédmendment to our Certificate of Incorporatioittwthe Secretary of State of the State of Delavia
effect a reverse split of our common stock at i raft one-forten (the "Reverse Stock Split"), which became éffecat the close of business on that
As a result, each share of CombiMatrix common stogtstanding as of December 4, 2012 was automigtichbnged into onéenth of a share
common stock. No fractional shares were issuedimection with the Reverse Stock Split, and casth fwastockholders for potential fractional sh:
was insignificant. The number of shares of comntonkssubject to outstanding options, warrants am/ertible securities were also reduced by a fi
of ten as of December 4, 2012. All historical shame per share amounts reflected throughout thisident have been adjusted to reflect the Re
Stock Split. The authorized number of shares aag#r value per share of our common stock weraffetted by the Reverse Stock Split.

Liquidity and Risk:

We have a history of incurring net lossed aet operating cash flow deficits. We are alsgl@gng new technologies and continue to develop
and improve existing commercial diagnostic testegvices and related technologies. At Decembe313, we had cash, cash equivalents and shor
term investments of $14.0 million and anticipatatthur cash and cash equivalent balances will fieigsmt to meet our cash requirements beyond Z
thereby removing the substantial doubt that weaaninue as a going concern beyond 2014. Our fiahstatements for the year ended Decembe
2012 were prepared assuming we would continuegsing concern. Our history of incurring net lossesl net operating cash flow deficits led to
uncertainty regarding our ability to execute ousibass plans as of December 31, 2012, which alsedaubstantial doubt about our ability to corg
as a going concern at December 31, 2012.
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COMBIMATRIX CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

In order for us to continue as a going @ndeyond 2014 and ultimately to achieve profitghiwe may be required to obtain capital fromerxra
sources, increase revenues and reduce operatitg etmsvever, there can be no assurance that ountigres will become profitable or that exter
sources of financing, including the issuance oft @elal/or equity securities, will be available atéis and at terms acceptable to us, or at all. §$wanc
of additional equity or convertible debt securitigdl also cause dilution to our shareholders. xteznal financing sources are not available ol
inadequate to fund our operations, we will be regfiito reduce operating costs, including researofe@s and personnel, which could jeopardize
future strategic initiatives and business plans.

Our business operations are also subjemrtain risks and uncertainties, including:

. market acceptance of products and services;

. technological advances that may make our technedogid services obsolete or less competitive;
. increases in operating costs, including costsdpples, personnel and equipment;

. the availability and cost of capital; and

. governmental regulation that may restrict owsibess.

Our services are concentrated in a higbiypetitive market that is characterized by rapmhtmlogical advances, frequent changes in cust
requirements and evolving regulatory requirementsindustry standards. Failure to anticipate opoesl adequately to technological advances, chi
in customer requirements, changes in regulatoryirements or industry standards, or any significdelays in the development or introductior
planned technologies or services, could have arimhtelverse effect on our business and operatsglts. The accompanying consolidated final
statements have been prepared assuming that weoniihue as a going concern. The financial statésndo not include any adjustments to reflec
possible future effects on the recoverability atabsification of assets or the amounts and clasgi€in of liabilities that may result from the neat
discussed herein.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounting Principles and Fiscal Year EndThe consolidated financial statements and apemrying notes are prepared on the accrual ba
accounting in accordance with U.S. generally a@mtptcounting principles ("GAAP"). We have a Decentil year-end.

Use of Estimates. The preparation of financial statements in oomity with U.S. GAAP requires management to mastingates and assumptic
that affect the reported amount of assets anditiabiand disclosure of contingent assets andlili@s at the date of the consolidated financtatement
and the reported amounts of revenues and expenseg the reporting period. Actual results coulffetifrom these estimates.

Basis of Presentation and Principles of €alidation. The accompanying consolidated financial statémiclude the accounts of the Comg
and our whollyewned subsidiaries. Investments for which we pasHes power to direct or cause the direction ofrttemagement and policies, eit
through majority ownership or other means, are actad for under the consolidation method. Maten&rcompany transactions and balances
been eliminated in consolidation. Investments impanies in which we maintain an ownership inteods20% to 50% or exercise significant influe
over operating and financial policies are accourfiéedinder the equity method. The cost method esdughere we maintain ownership interests of
than 20% and do not exercise significant influeoeer the investee.
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COMBIMATRIX CORPORATION
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Revenue Recognition. We recognize revenue when (i) persuasive ecilari an arrangement exists, (ii) delivery has aexlior services ha
been performed, (iii) amounts are fixed or deteahla and (iv) collectability of amounts is reasdyassured.

Service revenues from providing diagnostists are recognized when the testing processniplete and test results are reported to the org
physician or clinic. These diagnostic serviceshilled to various payors, including commercial irmwce companies, healthcare institutions, govert
payors including Medicare and Medicaid, and indidts. We report revenues from contracted payorsecdas a contractual rate, or in the cas
Medicare and Medicaid, published fee schedulesotortests. We report revenues from rommiracted payors based on the amounts expectbe
collected. The differences between the amountediéind the amounts expected to be collected framcantracted payors are recorded as contre
allowances to arrive at net recognized revenues. éXpected revenues from noontracted payors are based on the historical ctale experience
each payor or payor group, as appropriate. In eggbrting period, we review our historical collectiexperience for nooentracted payors and adj
our expected revenues for current and subsequeittdpeaccordingly. We also recognize additionalerave from actual cash payments that ex
amounts initially recognized, in the period the payts are received. For the years ended Decemb@033 and 2012, net positive revenue adjustr
were $607,000 and $570,000, respectively. Becassistantial portion of our revenues is from nontacted thirdparty payors, it is likely that we w
be required to make adjustments to accounting egtsnwith respect to contractual allowances irfubgre, which may positively or adversely affect
results of operations. In all cases described ahagaeport revenues net of any applicable stagutotes collected from customers, as applicable.

Clinical trials support services revenueeisognized when the related support services haga delivered to and accepted by the customerlfy
revenue is recognized in the period when earned.

Cash Equivalents and Short-Term Investmentd/e consider all highly liquid investments puaskd with original maturities of three month
less when purchased to be cash equivalents. &rarntinvestments consist of fixed income investrmavith maturities of greater than three months
other highly liquid investments that can be reagilychased or sold using established markets. Tihesstments are classified as availabledale an
are reported at fair value on the Company's cotatdd balance sheet. Unrealized holding gains @swk$ are reported within comprehensive loss
consolidated statement of comprehensive loss. \Fdire is based on available market informationudirlg quoted market prices, broker or de
quotations or other observable inputs. If a declmehe fair value of a shoterm investment below our cost basis is determiteetie other the
temporary, such investment is written down to g8neated fair value as a new cost basis and thaiatrad the writedown is included in earnings as
impairment charge. To-date, no permanent impairraeatges have been realized or recorded.

Fair Value Measurements. We measure fair value as an exit price, reptésg the amount that would be received to sellaaset or paid
transfer a liability in an orderly transaction beem market participants.
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As such, fair value is a markb&sed measurement that is determined based on tizusnthat market participants would use in pgcan asset
liability. We utilize a three-tier fair value hiechy, which prioritizes the inputs used in measyifeir value as follows:

eLevel 1. Observable market inputs such as quoted pricestiveamarkets

*Level 2. Observable market inputs, other than the quotembgiin active markets, that are observable
either directly or indirectly, such as quoted psiéer similar assets or liabilities; ai

e Level 3: Unobservable inputs where there is little or nokeadata, which require the reporting en
to develop its own assumptior

We classify our cash and money market funiikin the fair value hierarchy as Level 1 as thessets are valued using quoted prices in
markets for identical assets at the measurement Wé classify shoitierm investments within the fair value hierarchyLasel 2, primarily utilizing
broker quotes in a noaetive market for valuation of these investmentsafkcial instruments that contain valuation inpthiat are not readi
determinable from active markets or from similaciséies trading in active markets, such as deineafinancial instruments, are classified withire
fair value hierarchy as Level 3.

Derivative Financial Instruments. We evaluate financial instruments for freestagdr embedded derivatives. Derivative instrumehét do nc
qualify for permanent equity classification areaeted as liabilities at fair value, with changesvalue recognized as other income (expense) i
consolidated statements of operations in the peobdhange. Derivative liabilities are categorizasl either short-term or lortgfim based upc
management's estimates as to when the derivasueiment may be realized or based upon the holdeitiy to realize the instrument.

Concentration of Credit Risks. Cash and cash equivalents are invested in depegh certain financial institutions and may, tahes, excee
federally insured limits. We have not experienceg aignificant losses on our deposits of cash ash @quivalents. We do not believe that we
exposed to significant credit risk on cash and eaglivalents or on our short-term investments.

Substantially all of the components and raaterials used in providing our testing servidas|uding array slides and reagents, are curr
provided to us from a limited number of sourcegnaome cases from a single source. Although wievethat alternative sources for those compol
and raw materials are available, any supply intgion in a sole-sourced component or raw materightnresult in up to a severadonth productio
delay and materially harm our ability to providstieg services until a new source of supply, if,acguld be located and qualified.

Accounts Receivable and Allowance for Diulliccounts. Accounts receivable are stated at principal am®and are primarily comprised
amounts contractually due from customers for sesvigerformed. An allowance for doubtful accounteeiorded for estimated uncollectible amo
due from various payor groups such as commercgalrance companies, healthcare institutions, govenarpayors and individuals. The process
estimating the allowance for doubtful accounts Imgs significant assumptions and judgments. Sptifi, the allowance for doubtful account:
adjusted periodically and is principally based uppacific identification of past due or disputed@mts. We also review the age of receivables lygi
class to assess our allowance at each period &edpdyment realization cycle for certain governraeabd commercial insurance payors can be ler
involving denial, appeal and adjudication procesaed is subject to periodic adjustments that magignificant. Accounts receivable are periodic
written off when identified as uncollectible andddeted from the allowance for doubtful accounteratippropriate collection efforts have b
exhausted. Additions to the allowance for doubtful
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accounts are charged to bad debt expense as a eentpd general and administrative expenses irctinsolidated statements of operations. Colle
of governmental, private health insurer, and cliergeivables are generally a function of providoamplete and correct billing information to
insurers and clients within the filing deadlinegjuized by each payor. Collection of receivables &oen patients and clients is generally subjes
increased credit risk due to credit-worthinessability to pay.

Supplies. Supplies inventory, which consists primarilyratv materials to be used in the production ofdirays we use for our tests, is state
the lower of cost or market using the first-insfiout method.

Property and Equipment. Property and equipment is recorded at cost.ithad and improvements that increase the valuextend the life of ¢
asset are capitalized. Maintenance and repairexgrensed as incurred. Disposals are removed atesssaccumulated depreciation or amortizatior
any gain or loss from disposition is reflected le ttonsolidated statement of operations in theogesi disposition. Depreciation is computed ¢
straight-line basis over the following estimatedfutlives of the assets:

Laboratory equipmer 3 to 5 year:

Furniture and fixture 5to 7 year:

Computer hardware and softwz 3 years

Leasehold improvements Lesser of lease term or useful life

of improvemen

Certain leasehold improvements, furnitund aquipment held under capital leases are cladséf$ property and equipment and are amortizec
their useful lives using the straight-line methbdase amortization is included in depreciation esge

Stock-Based CompensationThe compensation cost for stdoised awards to employees is measured at thedasntbased on the fair value
the award, and is recognized as an expense, caighgiine basis, over the employee's requisite servieg (generally the vesting period of the eq
award), which is generally three years. The falugaf each option award is estimated on the diaggamt using a BlaclScholes option valuation moc
Stock-based compensation expense is recognizedfonijpose awards that are expected to vest usingséimated forfeiture rate. We estimate pre-
vesting option forfeitures at the time of grant aeflect the impact of estimated pre-vesting opfarnfeitures in compensation expense recognized.

The weighted average assumptions useditoas the fair value of awards granted for théquky presented are noted in the table below. Erp
volatility is based on the separate historical tiliia of the market prices of our common stock.eTtiskfree rate for the expected term, using
simplified method, of the option is based on th&8 Uireasury yield curve in effect at the time airgr

For the Years

Ended
December 31,
2013 2012
Risk free interest ral 1.7% 1.3%
Volatility 106.0% 78.5%
Expected tern 6.3year 6.3 year
Expected dividend 0% 0%
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Stock-based compensation expense for 20d2@12 attributable to our functional expensegmates were as follows (in thousands):

For the Years

Ended

December 31,

2013 2012

Cost of products and servic $ 7 $ 5
Research and developme — 7
Sales and marketir 14 4
General and administratiy 411 38¢€
Total nor-cash stock compensati $ 43z $ 40z

Research and Development ExpenseBrior to launching a new test or modifying aiseng test, extensive laboratory validations dstest witt
the various regulations that govern our industrystrhe performed. As a result, research and devedopexpenses include labor, laboratory supy
and other development costs required to maintathieaprove our existing suite of diagnostic testeafigs as well as to investigate and develop
tests. Costs to acquire technologies which areedilin research and development and which hawtamative future use are expensed when inct
Software developed for use in our services is experas incurred until both (i) technological fedisjbfor the software has been established anda(i
research and development activities for the otberponents of the system have been completed. Vilvbahese criteria are met after we have reci
evaluations from thirgharty test sites and completed any resulting meatifons to the services. Expenditures to date baea classified as research
development expense.

Advertising. Costs associated with marketing and advertisfngur services are expensed as incurred. Foyahes ended December 31, 2013
2012, we incurred marketing and advertising expe$&249,000 and $312,000, respectively.

Income Taxes. We recognize income taxes on an accrual basedon tax positions taken or expected to be takewr tax returns. A t:
position is defined as a position in a previoudldftax return or a position expected to be takem future tax filing that is reflected in measwgricurren
or deferred income tax assets and liabilities. fasitions are recognized only when it is more ijkiblan not (i.e., likelihood of greater than 50%8se!
on technical merits, that the position would betaingd upon examination by taxing authorities. Pepsitions that meet the more likely than
threshold are measured using a probabiligighted approach as the largest amount of taxfivehat is greater than 50% likely of being realizupol
settlement. Income taxes are accounted for usingsaet and liability approach that requires thegaition of deferred tax assets and liabilities tfua
expected future tax consequences of events that Ieen recognized in our financial statementsjoraaurns. A valuation allowance is establishe
reduce deferred tax assets if all, or some portibisuch assets will more than likely not be resdizShould they occur, our policy is to classifienes
and penalties related to tax positions as incomexaense. Since our inception, no such interepenalties have been incurred, however.

Other Comprehensive Loss.Components of comprehensive loss include umzethlgains and losses on availabledate securities and ¢
included in the consolidated statements of comprgike loss.

Segments. We have determined that we operate in one seigfmefinancial reporting purposes.
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Net Loss Per Share. Basic and diluted net loss per share has beempuated by dividing the net loss by the weightedrage number of comm
shares issued and outstanding during the periagsepted. Options and warrants to purchase Combiviitick as well as preferred stock conven
into shares of common stock are atitistive and therefore are not included in the deieation of the diluted net loss per share. ThWdang table

reflects the excluded dilutive securities:

For the Years Ended
December 31,

2013 2012
Common stock option 639,01¢ 161,93
Common stock warran 7,623,67 1,219,47!
Series A preferred stock convertible into commals — 822,43:
Series D preferred stock convertible into commacls 1,068,29 —
Excluded dilutive securitie 9,330,99: 2,203,84.

Recent Accounting Pronouncementdn July 2013, the Financial Accounting StandaBbard ("FASB") issued Accounting Standards Ug
("ASU") No. 201341, "Income Taxes (Topic 740), Presentation of amedognized Tax Benefit When a Net Operating Loasy@orward, a Simile
Tax Loss, or a Tax Credit Carryforward Exists" tonénate diversity in practice. Under this ASU, anrecognized tax benefit, or a portion ol
unrecognized tax benefit that exists at the repgrtate, should be presented in the financial mi@iés as a reduction to a deferred tax asset et
operating loss carryforward, a similar tax lossadax credit carryforward if certain criteria anet. This guidance is effective for fiscal yeard anterirr
periods within those years beginning after Decemiber2013 with early adoption permitted. We do believe the adoption of this ASU will haw
material impact on our consolidated financial stegats.

In February 2013, the FASB amended its guig to require an entity to present the effedeofain significant reclassifications out of accuatec
other comprehensive income or loss on the respettie items in net income or loss. The new acdagrguidance does not change the items that
be reported in other comprehensive income or losghen an item of other comprehensive income @ foast be reclassified to net income or loss.
guidance is effective prospectively for fiscal yebeginning after December 15, 2012 and we wengnedjto adopt these new provisions during the
quarter of 2013. As the guidance requires additipresentation only, there was no impact to oursotidated results of operations or financial positi
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3. CASH AND SHORT-TERM INVESTMENTS

As of December 31, 2013, we held $12.3iamlin cash and cash equivalents and $1.7 millioshortterm investments, which are reported at
value. Cash, cash equivalents and short-term imeargs consisted of the following as of December2®13 (in thousands):

As of December 31, 201

Unrealized Unrealized Fair

Cost Gain Loss Value
Cash and money market securi $ 11,29( $ — $ — $ 11,29(
Certificates of depos 2,75( — (4) 2,74¢€
$ 14,04( $ — $ (4) $ 14,03¢

Included in cash and cash
equivalents $ 12,290 $ — 3 (1) $ 12,28¢

Included in short-term

investment: 1,75( — 3) 1,747
$ 14,04( $ — $ (4) $ 14,03¢

There were no realized gains or losseth®ear ended December 31, 2013.
4. FAIR VALUE MEASUREMENTS

The following table summarizes, for eacljanaategory of financial assets or liabilities reeged on a recurring basis, the respective fainera
December 31, 2013 and 2012, and the classificatydievel of input within the fair value hierarchgfthed above (in thousands):

Fair Value
Measurements
December 31, 201 Total Levell Level2 Level3
Assets:
Cash equivalent $ 8261 $ 7,26¢ $ 99¢ % —
Shor-term investment 1,747 — 1,747 —
Total $ 1001( $ 7,26¢ $ 2,74¢ $ —
Liabilities:
Derivative warrant liability $ 568 $ — $ — $  56¢
Fair Value
Measurements
December 31, 201 Total Levell Level2 Level3
Assets:
Cash equivalent $ 143 14 3 — $ —
Liabilities:
Derivative warrant liability $ 4,48 $ — $ — $ 4,48¢
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The following table is a reconciliation fifiancial liabilities measured at fair value on exurring basis using significant unobservable ig
(Level 3) for the year ended December 31, 2013@usands):

Derivative
Warrant
Liability
Balance, December 31, 20 $ 4,48:
Changes in fair valu (2,809
Reclassification: (1,119
Balance, December 31, 20 $ 56¢

The fair value of the derivative warrarahlility is based on Level 3 inputs. For this lidtyil we developed our own assumptions that do aoE
observable inputs or available market data to sthe fair value recorded. See Note 10 for furttiscussion of the derivative warrant liability.

5.  PROPERTY AND EQUIPMENT
Property and equipment consists of thefailhg (in thousands):

December 31

2013 2012
Laboratory equipmer 1,737 $ 1,74¢
Furniture and fixture 22t 10z
Computer hardware and softwz 42 214
Leasehold improvemen 27¢ 28¢
2,28: 2,351
Less—accumulated depreciation and amortiza (1,707 (1,685

$ 581 $ 666€

Depreciation and amortization expense waE2$00 and $276,000 for the years ended Decenihe#033 and 2012, respectfully. The net t
value of assets under capital lease obligations246,000 and $523,000 as of December 31, 2012@h2}, respectively.

6. BALANCE SHEET COMPONENTS
Accounts payable, accrued expenses and aticeued expenses consist of the following (iruamds):

December 31

2013 2012
Accounts payabl $ 63€ $ 61C
Payroll and other employee bene 358 324
Accrued vacatiol 144 14:
Deferred ren — 4
Royalties 211 10¢€
Other accrued expens 23 35

$ 1,360 $ 1,22¢

F-16




Table of Contents

COMBIMATRIX CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
7. INCOME TAXES

The tax effects of temporary differencesl aarryforwards that give rise to significant ponis of deferred assets and liabilities consisthe
following (in thousands):

December 31

2013 2012
Deferred tax asset
Deferred settlement cos $ 1,21t $ 1,57
Stoclk-based compensatic 42: 42¢
Accrued liabilities and othe 50C 48t
Net operating loss carryforwards and cre 61,75¢ 59,17
Total deferred tax asse 63,89 61,66(
Less: valuation allowanc (63,944 (61,62()
Deferred tax assets, net of valuation allows (50C) 40
Deferred tax liabilities
Depreciation and amortizatic 5C (40)
Net deferred tax liability $ — 3 —

A reconciliation of the federal statutongdome tax rate and the effective income tax rass ifollows:

December 31

2013 2012

Statutory federal tax ra (34%) (34%)
Impact on state tax rat (7%) (5%)
Warrant valuatiot (22%) 9%
Cancellation of vested n-qualified stock option 1% 9%
Valuation allowanct 59% 20%
Other non deductible permanent ite 3% 1%

0% 0%

At December 31, 2013 and 2012, we had efgrobd tax assets totaling approximately $63.%aniland $61.7 million, respectively. These as
are offset by valuation allowances due to our deitgation that the criteria for asset recognitionénaot been met, as well as by deferred tax il
At December 31, 2013, we had federal net operdtsag carryforwards of approximately $160 millionhiah begin to expire in 2017 through 2032
addition, we have tax credit carryforwards of apimrately $5.2 million. Utilization of net operatirgss carryforwards and tax credit carryforwardz
subject to the "change of ownership" provisions ain8ection 382 of the Internal Revenue Code. Theuamof such limitations has not bt
determined. Also, given that our net operatingdsdsave yet to be utilized, all previous tax yearsain open to examination by Federal authoritie
other jurisdictions in which we operate. We havaincecognized tax benefits as of December 31, 20832012.
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8. COMMITMENTS AND CONTINGENCIES
Leases

We have entered into a noaacelable operating lease for approximately 122fitare feet of office and laboratory facilitieslinine, Californie
with a lease term through January 2015.

At December 31, 2013, we had eleven cafgitales for laboratory equipment with original fnase amounts totaling $435,000 and with usefut
of five years. As of December 31, 2013, the rermgjriease obligations (including interest charges)en$259,000 with minimum future lease paym
shown below. The weighted average interest ratthercapital lease obligations was 13.5%, basecepmaining lease obligations as of Decembe
2013. The fair value of the capital lease obligadiavas not significantly different from their canmg amounts for all periods presented.

Future minimum lease payments for all of failities and leased equipment are as followgtpusands):
Years ending December 31:

Operating  Capital
Leases Leases Total

2014 $ 161 $ 186 $ 34¢
2015 13 43 56
2016 — 25 25
2017 — 3 3
2018 — — —
Total minimum lease paymer $ 174 25¢ $ 43¢
Les—imputed interes (26)
Present value of capital lease obligati 238
Les<—current portior (168
Capital lease obligations, net of current pon $ 65

Rent expense for the years ended Decenih@03.3 and 2012 was $297,000 and $302,000, resplgct
Executive Severan(

We provide certain severance benefits ghah if an executive officer of CombiMatrix Corpticm is terminated for other than cause, dea
disability, the executive will receive payments alqo three months' base salary plus medical antatibenefits. In addition, we have implement
Restated Executive Change of Control Severance (#tan"Severance Plan") that affects certain of amior managemetdvel employees who &
classified as "Section 16 Officers" of the CompaPyrsuant to the Severance Plan, if a participatingloyee is involuntarily terminated (other thar
death, disability or for cause) or resigns for "gomason” (as defined in the Severance Plan) dutiegtwoyear period following a "change
control" (as defined in the Severance Plan) ofGbenpany, then, subject to execution of a releasgaiihs against the Company, the employee wi
entitled to receive: (i) onbalf times annual base salary; (i) immediate vesbf outstanding compensatory equity awards; @géyment of COBR/
premiums for the participating employee and elgidependents for a paetermined period of time. Payment of benefits unide Severance Plan v
be limited by provisions contained in Section 408fAhe U.S. Internal Revenue Code. The SeveraraiBladministered by a plan administrator, w
initially is the
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Compensation Committee of the Board of Directansorder to participate in the Severance Plan, @b employee must waive any prior retentio
severance agreements.

Litigation

On September 30, 2002, we entered intdteeseent agreement with Nanogen, Inc. ("Nanogeo'$dttle all pending litigation between the par
Pursuant to the terms of the settlement agreemenagreed to make quarterly payments to Nanogeal ¢ég2.5% of total sales of products develc
by us and our affiliates based on the patentshhdtbeen in dispute in the litigation, up to anwmimaximum amount of $1.5 million. The minim
quarterly payments under the settlement agreenren$26,000 per quarter until the patents expir@0a8. Royalty expenses recognized unde
agreement were $100,000 in each of the years ebdsgémber 31, 2013 and 2012, and are included ienpamortization and royalties in
accompanying consolidated statements of operations.

On February 14, 2011, Relator Michael &tretnn ("Strathmann") served us with a complairtg"€Complaint”) filed in the Superior Court of
State of California for the County of Orange. Then®laint alleged that we submitted false and fréemuinsurance claims to National Union |
Insurance Company of Pittsburgh, PA in connectidth & prior lawsuit that was settled with Nanogkre,, thereby allegedly violating the Califor
Insurance Fraud Prevention Act, and sought pesadtiel unspecified treble damages. On May 4, 20iELSuperior Court dismissed the Complair
ordering that it be stricken for violation of thal@ornia Anti-SLAPP statute, which prevents plaintiffs from fiiabusive lawsuits against public pol
On June 15, 2011, Strathmann filed a Notice of Appeith the California Court of Appeals, appealitite granting of the Motion to Strik
Subsequently, Strathmann filed a Notice of Appdahe award of attorneys' fees against him. On Bat@4, 2012, the California Court of Appe
reversed the Superior Court's dismissal, findireg the antiSLAPP statute was not applicable and remandingaise to the Superior Court. Strathm
filed an Amended Complaint, and we have filed oursWer to that pleading. On February 14, 2014, Jed fa Motion for Summary Judgme
requesting that the Court enter judgment in ouofavithout trial. That Motion is to be heard by t@eurt on April 30, 2014. In the event that the Mo
is not successful, then trial has been set for urg®14, in the Orange County Superior Court. Whliscovery has commenced in the case, ar
believe that there is no merit to Strathmann'sntdaand intend to vigorously defend against themretitan be no assurance that we will ultimate
successful. No contingent liability has been redoeph due to the lack of specificity relating to tdamages being sought by Strathmann
management's assessment that the likelihood oterialéy unfavorable outcome is remote.

From time to time, we are subject to ottlaims and legal actions that arise in the ordir@yrse of business. We believe that the ultimatslity
with respect to these claims and legal actionanif, will not have a material effect on our finaigbosition, results of operations or cash flowsy
legal costs resulting from claims or legal actians expensed as incurred.

9. RETIREMENT SAVINGS PLAN

We have an employee savings and retireplentunder section 401(k) of the Internal RevenodeC(the "Retirement Plan"). The Retirement
is a defined contribution plan in which eligible plmyees may elect to have a percentage of theimpeosation contributed to the Retirement F
subject to certain guidelines issued by the InteRevenue Service. We may contribute to the Retr@n®lan at the discretion of our board of direx
There were no contributions made by us during drij@years presented.
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10. STOCKHOLDERS' EQUITY
Series A Convertible Preferred Stock Financing

On September 28, 2012 (the "Commitment Datee entered into a securities purchase agreemightcertain accredited investors (the "Seri
Investors"), pursuant to which we sold and issu@8@ 70039 shares of newly created Series A 6% &tible Preferred Stock (the "Series A Stock'
the Series A Investors at a purchase price of $1p@0 share in an initial closing that occurreddmiober 1, 2012 (the "Series A First Closing"), ave
sold and issued 1,449.29961 additional shares ésSA Stock on December 6, 2012 to the Seriesv&dtors at a purchase price of $1,000 per :
after stockholder approval was obtained on Nover2Ber2012 (the "Series A Second Closing") (combijrtee "Series A Financing"). After cert
offeringrelated costs were incurred, the net proceedsveddiy us from the Series A Financing were $2.0ionil As a result of the Series A Sec
Closing, the conversion price for the Series A Btwas set to $1.9995 per share, or the equivaleb2d million shares of common stock issuable
conversion of all Series A Stock. We filed resagistration statements on FornB8S3elated to the Series A financing, which havenbgeclared effecti
by the SEC. Until all Series A Investors no longetd Series A warrants to purchase common storkvgimay not sell any variable rate securitie
dilutive securities except for certain exempt isges; (i) if we enter into a subsequent financorgmore favorable terms than the Series A £
financing, then the agreements between us anddhiesSA Investors will be amended to include sudrarfavorable terms; and (iii) we may not
securities at an effective price per share less $4a91 except for certain exempt issuances, umlasgers from the Series A Investors are obtained.

Holders of the Series A Stock were entiledeceive accruing dividends at the annual ré&té%, payable semannually. Upon conversion
Series A Stock into common stock, we paid to eawter of Series A Stock converting to common staska "makevhole" payment in common sto
an amount equal to $118 per $1,000 of stated valugeries A Stock so converted, less the aggregaeunt of dividends previously paid on s
converting Series A Stock. During December 2012,Skries A Investors converted 855.54814 shar&giés A Stock into 427,878 shares of com
stock. In addition, 12,871 shares of common stoekewissued to the Series A Investors in paymetheimakewhole dividends related to the Serie
Stock conversions. On January 4, 2013, accruecesSAridividends of $22,000 were paid by issuing 4,$86ares of common stock to the Seri
Investors. During the first quarter of 2013, thei&eA Investors converted all of the remainingd%,85186 shares of Series A Stock into 822,421es
of common stock. In addition, 50,307 shares of camistock were issued to the Series A Investorajment of the makesole and accrued divider
related to the Series A Stock conversions. The @oation of makewshole and accrued dividends paid in shares of comstock for the twelve mont
ended December 31, 2013 was $247,000.

In addition to the issuance of the SerieStéck, at the Series A First Closing, we issuedravas to purchase 213,945 shares of common stotti
Series A Investors. These warrants have a termtéb§ears and initially were to become exercisablexsinths from the Series A First Closing, witt
initial exercise price of $9.50 per share. At tlegi& A Second Closing, we issued warrants to @sel724,825 shares of common stock to the Se
Investors. These warrants have a term 8f/ % years and initially were to become exercisablensonths from the Series A Second Closing, wit
initial exercise price of $2.364 per share (colley, the "Series A Warrants"). The exercise pie¢he Series A Warrants and the number of shai
common stock underlying the Series A Warrants algest to full-ratchet antililution adjustments in the event we issue seas;tother than certe
excepted issuances, at a price below the thenntuexercise price of the Series A Warrants. On &aiyr26, 2013, we entered into an agreement
the Series A Investors to modify the Series A Wiatsauch that they would become immediately exabbtésas of February 22, 2013 (the "Modifica
Date"). Since the Modification Date
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through December 31, 2013, 1,209,634 shares of aonstock have been issued from exercises of thiesSarWarrants, resulting in proceeds to
Company of $3.1 million. See discussion below rdgey further adjustments to the Series A Warrasta aesult of the Series B, C and D financ
executed during 2013.

We account for stock purchase warrants iiereequity instruments or derivative liabilitieepending on the specific terms of the wal
agreements. Under applicable accounting guidancek svarrants must be accounted for as derivaiivantial instruments if the warrants contain full-
ratchet antidilution provisions, which preclude the warrantenfr being considered indexed to our own stock. TegeS A Warrants issued to -
Series A Investors contain such provisions, thasireng us to treat them as derivative financiatinments, to be recorded at fair value at issuanc
subsequently adjusted to fair value at each repprtlate, with the corresponding adjustment reftt@s a noreperating credit / charge in 1
consolidated statement of operations. During 2016,valued the Series A Warrants using the Mdaelo simulation method using the follow
assumptions at each valuation date: (i) closingkspice and Series A Warrant contractual exerpigee; (ii) term to expiration commensurate witle
remaining Series A Warrant terms of 5.0 to 4.3 ggéiii) historical volatilities commensurate withe term of the remaining Series A Warrant
between 114.5% to 126.5%; (iv) riflee interest rates commensurate with the termhef remaining Series A Warrants of 0.8% to 1.4%;
(v) simulated antdilution impact assuming various probabilities theg will raise additional capital by issuing equitycurities at prices above or be
the current contractual Series A Warrant exerciggepluring the Series A Warrant terms. The resuthese valuation simulations was to initially we
the Warrants issued at a combined $2.1 millionvagirie liability, with the residual value allocatemlthe Series A preferred stock. Subsequentlyfetin
value of the warrants increased to $4.5 millio®Datember 31, 2012, resulting in $2.4 million of vaat derivative charges recognized during the fi
quarter of 2012. During 2013, the warrant derivatiability decreased due primarily to lower stqulices as well as from Series A Warrant exerc
resulting in a net gain of $2.8 million and a rasification to additional paid-in capital of $1.1llfan, respectively.

During 2012, we valued the Series A Wasamding the Mont&arlo simulation method using the following assuom at each valuation dé
(i) closing stock price and Series A Warrant cartiral exercise price; (ii) term to expiration comraerate with the individual Series A Warrant te
ranging from 5.3 years to 5.5 years; (iii) histafizolatilities commensurate with the term of theri8s A Warrants ranging from 65.6% to 103.
(iv) risk-free interest rates commensurate with twen of the Series A Warrants ranging from 0.7%018%; and (v) simulated arditution impac
assuming various probabilities that the Company naie additional capital by issuing equity setiesi at prices above or below the current conted
Series A Warrant exercise prices during the SeXi¥garrant terms. The result of these valuation $ittions was to initially value the Series A Wars
issued at a combined $2.1 million derivative lidbjlwith the residual value of $495,000 allocatedthe Series A Stock. Because the value o
Series A Warrants issued at the First Closing edegehe consideration paid by Investors by $123,608 amount was recorded as a deemed div
charged to retained earnings at the First Closfulpsequently, the fair value of the warrants ireedao $4.5 million, resulting in $2.4 million obm-
operating, warrant derivative charges recognizedh® period ended December 31, 2012.

Offeringrelated costs that were accrued or paid as of anthé period ending December 31, 2012 of $527y0@@ allocated between the Serie
Warrants and Series A Stock on a pata basis, resulting in $427,000 allocated toSkges A Warrants and $101,000 allocated to theeSar Stock
Offering+elated costs allocated to the Series A Warrargsbaing amortized over the Series A Warrant exengstriction period of six months frc
issuance of the Series A Warrants, which resutiekili47,000 of additional
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interest expense charges in the period ended Deredib 2012. The remaining $280,000 of unamortizests were expensed during the first t
months of 2013 and charged to interest expense.

Series B Convertible Preferred Stock Financing

On March 19, 2013, we entered into a séesrpurchase agreement (the "Series B PurchasseAgmt”) with an existing institutional investdne
"Series B Investor") to purchase 130,000 sharesoaimon stock at a price of $3.05 per share andoappately 1,610.4 units consisting of, in
aggregate, Series B 6% convertible preferred sfihek"Series B Stock") and warrants to purchasewy5,000 shares of common stock at an exe
price of $3.49 per share (the "Series B Warrarits' registered direct offering (the "Series B Ficiag") of securities sold off of our existing st
registration statement on Form S-3 (File No. 3383/2). The SerieB Financing closed on March 20, 2013 (the "Serig3ld@sing”). The Series B Sta
and Series B Warrants were sold in multiples aédixxombinations, with each fixed combination cdirgisof one share of Series B Stock and a Ser
Warrant to purchase approximately 171 shares ohoomstock. Each fixed combination of Series B Stac# Series B Warrants was sold at a pri
$1,000. The Series B Stock was initially convetilsito an aggregate of 528,000 shares of commah sttoan initial conversion price of $3.05 per &
The Series B Warrants were not exercisable forrmxths from the Series B Closing, and the Seri&dgk accrued dividends at an annual rate ¢
beginning six months after the Series B Closinguasng the Series B Stock had not been convertethéilytime. Upon the Series B Closing,
received proceeds of $1.8 million, net of placemagent fees and other related paid and accrued.@aten that the effective conversion price of
Series B Stock was below the closing market prfoauo common stock at the time of the Series B i@pswve recognized a beneficial conversion fee
in the amount of $417,000. Since the Series B Steek immediately convertible into common stock, leaeficial conversion feature was treated
deemed dividend charged to retained earnings.

The Series B Warrants have & 52 year term as well as a cashless exercise provisidhe event there is no effective registratiortesteen
covering the common stock issuable upon exercisthefSeries B Warrants, and are not exercisablehforfirst six months following issuance. ~
Series B Warrants are not subject to price antitidih protection.

The Series B Investor agreed to be sulbjeatblocker that (i) would prevent its common &towvnership at any given time from exceeding 4.
(which may be increased, but not above 9.99%) ofootistanding common stock; or (ii) would preveatfrom issuing any shares of common stoc
the Series B Investor upon the conversion by sustie§$B Investor of Series B Stock if the issuaotesuch shares to the Series B Investor, \
aggregated with all other shares of common stod#t &pthe Series B Investor under the Series B lfage Agreement together with all share
common stock issued upon the conversion of Seri€sdBk, would result in the total issuance of commstock to exceed 19.99% of our outstan
common stock, without first obtaining the approwélour stockholders. We obtained stockholder apgra our June 27, 2013 Annual Stockholc
Meeting for the terms of the Series B Stock andgheance and delivery in the aggregate of thatbeuraf shares of common stock exceeding 19.9¢
the outstanding shares of common stock upon coiovers the Series B Stock. Since the Series B @fpshrough December 31, 2013, the Seri
Investor has converted all of the Series B stotk B85,392 shares of common stock. See discusgtowbregarding additional adjustments to
Series B Stock as a result of the Series C Fingnéiiso, as a result of the Series B Financing,ekercise price of the Series A Warrants issueithd
Series A First Closing automatically ratcheted ddwntheir terms from their original exercise prize$9.50 per share to an adjusted exercise pri
$3.05 per share, and the underlying shares exbteisa of the Series B Closing were automaticaitydased from 213,935 shares to 666,375 she
that time.
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Series C Convertible Preferred Stock Financing

On May 3, 2013, we entered into a securip@rchase agreement (the "Series C Purchase Agng§nwith certain accredited investors |
"Series C Investors"), pursuant to which we sold &sued 1,200 shares of our newly created Seri@&Q@onvertible preferred stock (the "Serie
Stock") to the Series C Investors at a purchasee i $1,000 per share in an initial closing thetwred on May 6, 2013 (the "Series C First Clo§i
and we sold and issued 1,200 additional sharegésSC Stock to the Series C Investors on Jun@@B3 at a purchase price of $1,000 per share
stockholder approval was obtained on June 27, 20&3'Series C Second Closing") (combined, thei&Se€ Financing”). After certain offeringlatec
costs, the net proceeds from the Series C Finaneang $2.14 million.

As a result of the Series C Second Clodimg,conversion price for the Series C Stock wa$os$2.85759 per share, or the equivalent of &34
shares of common stock issuable upon conversiaall @eries C Stock. The conversion price of theeSe€ Stock was also subject to proporti
adjustment for stock splits, stock dividends, rétedipations and the like. The Series C Stock eduéfé annual dividends.

Accrued dividends are payable seamirually, and also on the date of conversion of@eryes C Stock, in cash or, subject to certairditimms and at ot
election, in shares of common stock. If the dividieare paid in shares of common stock, the numibgrares of common stock comprising the divic
on each share of Series C Stock will be valued2fi% discount to the average of the daily voluméegited average price for the fivkay trading perio
immediately prior to the dividend payment date. &ivhat the effective conversion price of the Se@eStock was below the closing market price o
common stock at the time of both of the SeriesdSinbs, we recognized beneficial conversion featirehe amount of $1.2 million, which were limi
to and reduced the net proceeds allocated to tties3e Stock. Since the Series C Stock was immelgiabnvertible into common stock, the benefi
conversion feature was treated as a deemed divideargied to retained earnings.

Also as a result of the Series C Secondifip the exercise price of the Series A Warrasgsied in the Series A First Closing automatic
ratcheted down by their terms from their most réexercise price of $3.05 per share to an adjuskedcise price of $2.86 per share, and the unade
shares exercisable as of the Series C Second Glesre automatically increased from 441,566 shtre$70,907 shares. In addition, the convet
price of the Series B Stock automatically ratchetedn by their terms from $3.05 per share to anmstdf conversion price of $2.85759 per share
the underlying shares issuable from conversionesieS B Stock as of the Series C Second Closing wetomatically increased from 109,837 shar
117,231 shares.

In addition to the issuance of the SerieStack, we issued warrants at the Series C Firs$i@g to purchase 491,803 shares of our commork
with an exercise price of $3.77 per share, antheSeries C Second Closing, we issued additioaalants to purchase 491,803 shares of our cor
stock with an exercise price of $3.55 per sharégciively, the "Series C Warrants"). The exergisiee of the Series C Warrants issued equaled 1df
the market value (as defined by Nasdaq rules) efshrare of common stock on each closing date. €HesSC Warrants have ab2year term, were n
exercisable for the first six months following iasice and include a cashless exercise provisiorghwigionly applicable if the common stock under
the Series C Warrants was not subject to an effectigistration statement or otherwise cannot lwsithout restriction pursuant to Rule 144.

The common stock underlying the Series @&lsand Series C Warrants were initially unregestennder the Securities Act of 1933. In connes
with the Series C Financing, however, we enteréal anregistration rights agreement with the Sdtidavestors (the "Registration Rights Agreeme
The Registration Rights Agreement required usleorégistration statements with the SEC registefimngesale: (i) the shares of common stock iss
upon conversion of the Series C Stock; (ii) theashaf
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common stock issuable as dividends on the Seri&®€k; (iii) the shares of common stock issuablerupxercise of the Series C Warrants; and (iv.
additional shares of common stock issuable in cotore with any antdilution provisions associated with the Series GcBt We filed registratic
statements relating to both of the Series C clasiagd both registration statements have beenrdeckifective by the SEC. Under the terms of
Registration Rights Agreement, we are obligatesh&intain the effectiveness of the resale registnasiatements until all securities registered thede
are sold or otherwise can be sold without restmiciursuant to Rule 144. The Registration Rightse@ment includes liquidated damages provisio
the event we fail to file or maintain the effectiess of the registration statements. We do not planare we obligated, to register the SeriesdckSol
the Series C Warrants.

For the year ended December 31, 2013, éne$SC Investors have converted all of their shafeSeries C stock into 839,864 shares of con
stock.

Series D Convertible Preferred Stock Financing

On December 20, 2013 (the "Series D Cld$inge closed an underwritten public offering (tH&eries D Offering™) and issued 12,000 unit
securities to investors, with each unit consisiifig(i) one share of Series D preferred stock (D Stock") convertible into shares of our com
stock equal to 1,000 divided by the conversiongpdt$2.06, which was 72.5% of the consolidatedinlp bid price of our common stock on the Na:
Capital Market on December 16, 2013, the date wexwbed the underwriting agreement ("UA date"); &idone warrant exercisable for 485.4:
shares of our common stock, at an exercise pricehmge equal to $3.12 ("Series D Warrants"), whiels 110% of the consolidated closing bid pric
our common stock on the Nasdaq Capital Market erltA date. The shares of common stock underlyiegSiries D Stock and Series D Warrants
registered on Form S-1 (File No. 3394221), which was declared effective by the SEMerember 16, 2013. The Series D Stock was immedy
convertible and the Series D Warrants were immebljiagxercisable for shares of common stock and latem of five years. In total, there w
5,825,243 shares of common stock issuable uponecsion of the Series D Stock and up to 5,825,248eshof common stock issuable upon exerci
the Series D Warrants. The units were sold for ehmse price equal to $1,000 per unit, resultingrioss proceeds of $12 million at the Serit
Closing. After certain offeringelated costs paid to the underwriters and othetkeaclosing and through February 2014, net prdeeeceived by
were $10.7 million. As of December 31, 2013, 9,3%hares of Series D Stock have converted into6494% shares of common stock. Subseque
December 31, 2013 and through the date of thisrtealb of the remaining Series D Stock has corectihto an additional 1,068,297 shares of conr
stock. Also as a result of the Series D Offerimg, éxercise price of the themtstanding Series A Warrants automatically raethetown by their tern
from their original exercise price of $2.86 per rgh@o an adjusted exercise price of $2.06 per stamd the underlying shares exercisable
automatically increased by 81,910 shares. A regfisti statement on Form3has been filed in order to register these shaseger the terms of ¢
original Series A offering documents.
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Warrants

Outstanding warrants to purchase our comstock are as follows:

Shares of Commor
Stock Issuable
from Warrants

Outstanding as of

December 31, Exercise
2013 2012 Price Expiration
Liability-classified warrants:

October 201: 292,81 213,94! $2.06(1) April 2018
December 201 — 724,82! $2.36 June 201¢
292,81 938,77

Equity-classified warrants:
December 201 5,825,24. — $3.12 December 201
June 201: 491,80: — $3.55 December 201
May 2013 491,80: — $3.77 November 201!
March 2012 275,00( = $3.49 September 201
April 2011 131,04 131,04 $21.40 April 2016
October 200¢ 3,00( 3,00( $77.80 October 201¢
May 2009 2,967 2,967 $75.00-$90.00 May 2014- July 201¢
May 2009 109,99 109,99 $90.00 May 2014
July 2008 — 33,69¢ $118.7C- $136.5( July 2013
Total 7,330,86! 280,70¢

Total—all warrants 7,623,67 1,219,47

Q) Prior to the antdilution adjustments which occurred on March 20120June 28, 2013 and December 20, 2013, theseants

had an initial exercise price of $9.50 per sh

11. STOCK OPTIONS

Our employees participate in the CombiMa@brporation 2006 Stock Incentive Plan (the "Cdviettirix Plan"), which was approved by our bc
of directors in 2006. In addition, during 2005, theard of directors of our wholly owned subsidia@pmbiMatrix Molecular Diagnostics, Inc., appro
the CombiMatrix Molecular Diagnostics 2005 Stock @wa Plan (the "CMDX Plan"). Our board of directdrslieves that granting employees stock-
based awards from the CombiMatrix Plan is in thet lierest of our Company and our stockholdersaiNards have been granted to the CMDX

since 2010, and it is no longer being utilized.

CombiMatrix Corporation 2006 Stock Incentive Plan

The CombiMatrix Plan is administered by @empensation Committee (the "Committee") of ouaBloof Directors. The Committee determi
which eligible individuals are to receive optioragts or stock issuances under the CombiMatrix Rlentime or times when the grants or issuance
to be made, the number of shares subject to each gr issuance, the status of any granted optagither an
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incentive stock option or a nastatutory stock option under the federal tax laWs,vesting schedule to be in effect for the opgcant or stock issuan
and the maximum term for which any granted opt®toiremain outstanding.

The CombiMatrix Plan is divided into threeparate equity incentive programs: a discretiog@tjon grant / stock appreciation right prograt
stock issuance program, and an automatic optiamt gragram for outside directors. To date, therdisonary option grant program has been the pri
program used in awarding stock-based compensdtinder the discretionary option grant program, tloen@ittee may grant nostatutory options 1
purchase shares of CombiMatrix stock to eligibl@ividuals in our employ (including employees, remployee board members and consultants)
exercise price not less than 100% of the fair markbie of those shares on the grant date, andiiveestock options to purchase shares of Combil/
stock to eligible employees at an exercise priceless than 100% of the fair market value of thekares on the grant date. Options are gen
exercisable over a three- or foygar vesting term following the date of grant argdiee ten years after the grant date. The authdnmenber of shares
common stock subject to the CombiMatrix Plan insesaby 3% of the total number of CombiMatrix comnstack outstanding at the end of €
calendar year. At December 31, 2013, there wereoappately 856,000 authorized shares available utiitkee CombiMatrix Plan, with approximat
203,000 shares available for grant.

The following is a summary of the stockioptactivities under the CombiMatrix Plan for 204:3d 2012:

Weighted  Aggregate
Weighted Contractual Intrinsic

Average Value
Shares Price Term ('000s)
Balance at December 31, 20 223,24; $ 48.6¢ 7.8years $ 6
Granted 60,000 $ 10.0C
Exercisec — $ —
Forfeited (52,93) $ 22.4%
Cancellec (66,37) $ 67.91
Balance at December 31, 20 163,93 $ 35.21 7.3years $ 23
Granted 502,58t $ 3.2¢
Exercisec — $ —
Forfeited (13,750 $ 9.6¢
Cancellec (13,750 $ 28.9¢
Balance at December 31, 20 639,01¢ $ 10.7¢ 8.7years $ 1
Exercisable at December 31, 2( 86,33t $ 53.4¢ 5.7years $ —
Exercisable at December 31, 2( 98,25¢ $ 47.7¢ 6.0years $ —
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Information related to options granted urntie CombiMatrix Plan for 2013 and 2012 is asdab:

December 31
2013 2012
Weighted average fair values of options grai $ 23¢ $ 6.2¢
Options granted with exercise pric
Greater than market price on the grant ( — —
Equal to market price on the grant d 502,58¢ 60,00(
Less than market price on the grant c — —

There were no option exercises during 20¥13012. The aggregate fair value of options vedtgihg the years ended December 31, 2013 and
was $279,000 and $600,000, respectively. As of Bépee 31, 2013, the total unrecognized compensatiqense related to namsted stock optic
awards was $1.2 million, which is expected to lmogmized over a weighted average term of approxip&5 years.

CombiMatrix Molecular Diagnostics 2005 Stock Aw&idn

Our wholly owned subsidiary, CMDX, executdee CMDX Plan, with plan provisions and terms &mito that of the CombiMatrix Plan
described above. At December 31, 2013, there wérendlion authorized shares available under theB2¢/Plan, with approximately 3.7 million sha
available for grant. However, our Board of Direstbis no intention of utilizing this plan in theute.

The following is a summary of stock optiactivities for the CMDX Plan for 2013 and 2012:

Weighted  Aggregate
Weighted Contractual Intrinsic

Average Value
Shares Price Term ('000s)
Balance at December 31, 20 411,000 $ 0.3¢ 42years $ 60
Granted — $ —
Exercisec — $ —
Cancellec (120,000 $ 0.4¢
Balance at December 31, 20 291,000 $ 0.34 3.lyears $ 51
Granted — $ —
Exercisec — $ —
Cancellec — $ —
Balance at December 31, 20 291,00( $ 0.34 21years $ 51
Exercisable at December 31, 2C 241,000 $ 0.3C 3.0years $ 50
Exercisable at December 31, 2C 241,000 $ 0.3C 21years $ 50

There were no option grants during 2012@#2 under the CMDX Plan. The fair value of optieested during the years ended December 31,
and 2012 was not significant. As of December 31,32@he total unrecognized compensation expenaterktto nonsested stock option awards was
significant.
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Stock Option Awards Granted to Non-Employees

Stock option expense reflected in the chdated statements of operations related to stgtloos issued to our naemployee scientific advisc
board members and consultants are recognized ravdhie using the Black-Scholes optiprieing model with weighted average assumptior
disclosed in Note 2 under "Stock-Based Compensdtieor the years ended December 31, 2013 and 2@drcash charges recognized from si
option awards granted to non-employees was noifisignt.

12. SUBSEQUENT EVENT

From January 1, 2014 through the date isfréport, certain investors have exercised Séi®garrants to purchase 124,111 shares of our cor
stock, resulting in net proceeds of $256,000 to us.
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Amended and Restated Certificate of Incorporatip

Certificate of Amendment to Amended and Restatetificate of Incorporation(2
Certificate of Amendment to Amendment and Rest&edificate of Incorporation(=
Second Amended and Restated Bylaw

Certificate of Designation of Preferences, Righmid himitations of Series A 6% Convertible
Preferred Stock(t

Certificate of Designation of Preferences, Righmd himitations of Series B 6% Convertible
Preferred Stock(27

Certificate of Designation of Preferences, Rigimd kimitations of Series C 6% Convertible
Preferred Stock(3:

Certificate of Designation of Preferences, Rigimd kimitations of Series D Convertible Preferred
Stock(40)

Restated Executive Change in Control Severancg®)!

Amendment No. 3 to Lease dated as of January 11(2}

Amendment No. 4 to the Lease effective as of Oct@lte2012(8’

2006 Stock Incentive Plan, as amende:

Form of Stock Incentive Plan Agreement(:

Employment Agreement for Mark McDonough(’

Form of Amended and Restated Indemnification Agreet(i2)

Form of Securities Purchase Agreement dated apof A 2011(13]

Form of Investors Rights Agreement dated as of |Alpr2011(14;

HLM Rights Agreement dated as of April 1, 2011(

Form of Warrant to Purchase Common Stock issuedipoit 7, 2011(16)
Form of Indemnity Agreement(1’

Form of Securities Purchase Agreement dated asmkSiber 28, 2012(1!
Form of Warrant to Purchase Common Stock

Form of Registration Rights Agreement dated asepit&nber 28, 2012(2!
Form of Locl-Up Agreement dated as of September 28, 201:

Form of Voting Agreement dated as of Septembef282(22)

Consent and Waiver executed on December 4, 201

Employment Agreement for Richard Hockett, M.D.(;

Amendment to CombiMatrix 2006 Stock Incentive P2)|



10.2¢ Form of Amendment No. 1 to Common Stock Purchaseaiadated February 26, 2013(:
10.27 Form of Warrant to Purchase Common Stock

10.2¢ Form of Securities Purchase Agreement dated asaoiM19, 2013(2¢




Table of Contents

Exhibit
Number

Description

10.2¢

10.3(

10.31

10.32°

10.3¢

10.3¢

10.3¢

10.3¢

10.37"
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10.51-
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211

23.1

31.1

31.2

32.1

32.2

101.C

Placement Agent Agreement, dated July 13, 20d4fvden the Company and C. K. Cooper &
Company(30

Addendum to Placement Agent Agreement, dated Sépeth®, 2012, between the Company and
C. K. Cooper & Company(3:

Addendum to Placement Agent Agreement, dated Mid¢l2013, between the Company and C.
K. Cooper & Company(3z

Mark McDonough Compensation Arrangement(

Form of Waiver Regarding HLM Rights Agreement dafgutil 5, 2013(47)
Form of Securities Purchase Agreement dated asagf3/12013(34

Form of Warrant to Purchase Common Stock

Form of Registration Rights Agreement dated as ay 18, 2013(36

Form of Voting Agreement dated as of May 3, 2013

Form of Stock Incentive Plan Agreement for Perfanoe-Based Options(4:
Letter Agreement dated June 27, 2013 regarding MeRonough's bonus arrangement(
Amendment No. 5 to Lease effective as of July 13,3¢39)

Form of Warrant to Purchase Common Stock

2014 Executive Performance Bonus Plan, as amerde

Form of Restricted Stock Unit Award Agreement unitier Company's 2006 Stock Incentive Plan
(45)

Employment Agreement for R. Weslie Tyson, M.D.(
Subsidiaries of the Registrant|
Consent of Haskell & White LLP(*

Certification of Chief Executive Officer pursuantgection 302 of the Sarbanes-Oxley Act of 2002
)

Certification of Chief Financial Officer pursuantgection 302 of the Sarbanes-Oxley Act of 2002
)

Certification of Chief Executive Officer pursuantgection 906 of the Sarbanes-Oxley Act of 2002
(Furnished herewitr

Certification of Chief Financial Officer pursuantgection 906 of the Sarbanes-Oxley Act of 2002
(Furnished herewitr

The following materials from CombiMatrix Corporatis Annual Report on Form 10-K for the
year ended December 31, 2013, formatted in XBRLi¢aXible Business Reporting Language):

(i) Consolidated Balance Sheets as of Decembe2@13 and 2012; (ii) Consolidated Statemen
Operations for the years ended December 31, 20d2@h2; (iii) Consolidated Statements of
Comprehensive Loss for the years ended Decemb@038B, and 2012; (iv) Consolidated
Statements of Stockholders' Equity (Deficit) foe grears ended December 31, 2013 and 2012;
(v) Consolidated Statements of Cash Flows for #ery ended December 31, 2013 and 2012; and
(vi) Notes to Consolidated Financial Statements

*) Included herewith
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Denotes management contract or compensatory plarramgement.

Incorporated by reference to Exhibit 3.1 to the @any's Registration Statement on Form S-1 (SECNile333139679), filet
with the SEC on December 26, 2006.

Incorporated by reference to Exhibit 3.1A to then@®any's Quarterly Report on Form 10-Q filed Audl#t2008.

Incorporated by reference to Exhibit 3.1 to the @any's Current Report on Form 8-K (File No. BB523) filed with the SEC «
December 4, 2012.

Incorporated by reference to Exhibit 3.2 to the @any's Annual Report on Form 10-K (File No. (88523) filed with the SE
on March 18, 2010.

Incorporated by reference to Exhibit 3.1 to the @any's Current Report on Form 8-K (File No. BB523) filed with the SEC «
October 1, 2012.

Incorporated by reference to Exhibit 10.2 to thempany's Quarterly Report on Form 10-Q (File No.-83523) filed with th
SEC on August 16, 2010.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on January 15, 2010.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on October 25, 2012.

Incorporated by reference to Exhibit 10.11 to tlmmPany's Quarterly Report on Form 10-Q (File NdL-88523) filed with th
SEC on August 9, 2013.

Incorporated by reference to the Company'gigRation Statement on Form S-1 (SEC File No. 339679), which becar
effective June 8, 2007.

Incorporated by reference to Exhibit 10.1tHe Company's Quarterly Report on Form 10-Q (Fite 00133523) filed with th
SEC on November 13, 2012.

Incorporated by reference to Exhibit 10.1tHe Company's Quarterly Report on Form 10-Q (Fite 00133523) filed with th
SEC on August 12, 2011.

Incorporated by reference to Exhibit 10.2ie Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on April 7, 2011.

Incorporated by reference to Exhibit 10.2ite Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on April 7, 2011.

Incorporated by reference to Exhibit 10.3 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on April 7, 2011.

Incorporated by reference to Exhibit 10.4 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on April 7, 2011.

Incorporated by reference to Exhibit 10.5 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on April 7, 2011.

Incorporated by reference to Exhibit 10.1 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on October 1, 2012.

Incorporated by reference to Exhibit 10.2 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on October 1, 2012.

Incorporated by reference to Exhibit 10.3 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on October 1, 2012.

Incorporated by reference to Exhibit 10.4 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on October 1, 201:
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(39)

(36)

(37)
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(39)

(40)

(41)

(42)

Incorporated by reference to Exhibit 10.5 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on October 1, 2012.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on December 7, 2012.

Incorporated by reference to Exhibit 10.1 to thempany's Quarterly Report on Form 10-Q (File No.-83523) filed with th
SEC on May 11, 2012.

Incorporated by reference to Exhibit 10.8 to thempany's Quarterly Report on Form 10-Q (File No.-83523) filed with th
SEC on November 13, 2012.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on February 26, 2013.

Incorporated by reference to Exhibit 4.1He Company's Current Report on Form 8-K (File N3iL-83523) filed with the SEC ¢
March 20, 2013.

Incorporated by reference to Exhibit 4.3te Company's Current Report on Form 8-K (File N3iL-83523) filed with the SEC ¢
March 20, 2013.

Incorporated by reference to Exhibit 10.2ie Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on March 20, 2013.

Incorporated by reference to Exhibit 10.2ite Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on March 20, 2013.

Incorporated by reference to Exhibit 10.3ite Company's Current Report on Form 8-K (File 0lail-33523) filed with the SE
on March 20, 2013.

Incorporated by reference to Exhibit 10.4 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on March 20, 2013.

Incorporated by reference to Exhibit 3.1 to the @any's Current Report on Form 8-K (File No. BB523) filed with the SEC «
May 6, 2013.

Incorporated by reference to Exhibit 10.1 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on May 6, 2013.

Incorporated by reference to Exhibit 10.2 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on May 6, 2013.

Incorporated by reference to Exhibit 10.3 to thempany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on May 6, 2013.

Incorporated by reference to Exhibit 10.4 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on May 6, 2013.

Incorporated by reference to Exhibit 10.1 to themPany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on July 1, 2013.

Incorporated by reference to Exhibit 10.2te Company's Current Report on Form 8-K (File 0f21-33523) filed with the SE
on July 19, 2013.

Incorporated by reference to Exhibit 3.1ite €Company's Current Report on Form 8-K (File Ni1-83523) filed with the SEC «
December 23, 2013.

Incorporated by reference to Exhibit 4.3he Company's Registration Statement on Form S-Eilé No. 333191211) filed witl
the SEC on December 16, 2013.

Incorporated by reference to Exhibit 10.2ite Company's Current Report on Form 8-K (File 0f21-33523) filed with the SE
on April 3, 2013,
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Incorporated by reference to Exhibit 10.11 to tlemPany's Quarterly Report on Form 10-Q (File NdL.-88523) filed with th
SEC on May 13, 2013.

Incorporated by reference to Exhibit 10.2 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on March 10, 2014.

Incorporated by reference to Exhibit 10.2 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on February 24, 2014.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on March 10, 2014.

Incorporated by reference to Exhibit 10.1 to thenpany's Current Report on Form 8-K (File No. BBb23) filed with the SE
on April 8, 2013,
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EXHIBIT 21.1

SUBSIDIARIES OF THE REGISTRANT
The following is a listing of the subsidés of CombiMatrix Corporation:

Jurisdiction of

Incorporation
CombiMatrix Molecular Diagnostics, Inc California
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EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by refeeemt Registration Statement Nos. 333-192897, 33219 and 333-139679 on FormlSand ir
Registration Statement Nos. 333-193148, 333-189333,;188682, 333-187945, 333-185585, 333-184358,13%372, 333-152483, 333-152970, 333-
153434 and 333-151075 on Form S-3 and in Registrafitatement Nos. 333-190534, 333-193302 and 333 on Form & of CombiMatri
Corporation of our report dated March 24, 2014panaudit of the consolidated financial statemeft€ombiMatrix Corporation as of and for eacl
the years ended December 31, 2013 and 2012.

[SIHASKELL & WHITE LLP

Irvine, California
March 24, 2014
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EXHIBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Mark McDonough, certify that:
1. I have reviewed this Annual Report on Form 16fkCombiMatrix Corporation;
2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistede a material fact necessar

make the statements made, in light of the circuntgts under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgtfe periods presented in this report;

4. The registrant's other certifying officer(s) andrke responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢t)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

a. Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregh

b. Designed such internal control over financial réipgr; or caused such internal control over finahoigporting to be design
under our supervision, to provide reasonable assaraiegarding the reliability of financial repogirand the preparation
financial statements for external purposes in ataoece with generally accepted accounting princjples

C. Evaluated the effectiveness of the registrant'slaksire controls and procedures and presentedsimgport our conclusions abi
the effectiveness of the disclosure controls armuteuniures, as of the end of the period covered lsyréport based on st
evaluation; and

d. Disclosed in this report any change in the regmanternal control over financial reporting tletcurred during the registrat
most recent fiscal quarter (the registrant's fodigbal quarter in the case of an annual repod} ttas materially affected, or
reasonably likely to materially affect, the regastt's internal control over financial reportinggan

5. The registrant's other certifying officer(s) andidve disclosed, based on our most recent evaluafionternal control over financi
reporting, to the registrant's auditors and theitac@mmmittee of the registrant's board of direct(ws persons performing the equival
functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which a
reasonably likely to adversely affect the regidteaability to record, process, summarize and refrmancial information; and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the registran
internal control over financial reporting.

Dated: March 24, 2014 /sl MARK MCDONOUGH

Mark McDonough
President and Chief Executive Offic
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EXHIBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Scott R. Burell, certify that:
1. I have reviewed this Annual Report on Form 16fkCombiMatrix Corporation;
2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistede a material fact necessar

make the statements made, in light of the circuntgts under which such statements were made, nigadisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgtfe periods presented in this report;

4. The registrant's other certifying officer(s) andrke responsible for establishing and maintainirsgldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢t)) and internal control over financial repagtifas defined in Exchange /
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

a. Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregh

b. Designed such internal control over financial réipgr; or caused such internal control over finahoigporting to be design
under our supervision, to provide reasonable assaraiegarding the reliability of financial repogirand the preparation
financial statements for external purposes in ataoece with generally accepted accounting princjples

C. Evaluated the effectiveness of the registrant'slaksire controls and procedures and presentedsimgport our conclusions abi
the effectiveness of the disclosure controls armuteuniures, as of the end of the period covered lsyréport based on st
evaluation; and

d. Disclosedin this report any change in the registrant's mdecontrol over financial reporting that occurihating the registran
most recent fiscal quarter (the registrant's fodigbal quarter in the case of an annual repod} ttas materially affected, or
reasonably likely to materially affect, the regastt's internal control over financial reportinggan

5. The registrant's other certifying officer(s) andidve disclosed, based on our most recent evaluafionternal control over financi
reporting, to the registrant's auditors and theitac@mmmittee of the registrant's board of direct(ws persons performing the equival
functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which a
reasonably likely to adversely affect the regidteaability to record, process, summarize and refrmancial information; and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the registran
internal control over financial reporting.

Dated: March 24, 2014 /s SCOTT R. BURELL

Scott R. Burell
Chief Financial Office
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EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of GoMatrix Corporation (the "Company") on Form KOfor the annual period ended December 31,
as filed with the Securities and Exchange Commissio March 24, 2014 (the "Report"), based on myKkadge, I, Mark McDonough, President i
Chief Executive Officer of the Company, certify,rpuant to 18 U.S.C. Section 1350, as adopted porsaeSection 906 of the Sarban@sley Act of
2002, that:

1. The Report fully complies with trejuirements of Section 13(a) or 15(d) of the SéiesrExchange Act of 1934, as amended; and

2. The information contained in the Bepfairly presents, in all material respects, fimancial condition and results of operations oé
Company.

By: /sl MARK MCDONOUGH

Mark McDonough
President and Chief Executive Officer
March 24, 201«
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EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of GoMatrix Corporation (the "Company") on Form KOfor the annual period ended December 31, 2
as filed with the Securities and Exchange Commissio March 24, 2014, (the "Report"), based on mgvidedge, |, Scott R. Burell, Chief Financ
Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002, that:

1. The Report fully complies with trejuirements of Section 13(a) or 15(d) of the Sé&iesrExchange Act of 1934, as amended; and

2. The information contained in the Bepfairly presents, in all material respects, fimancial condition and results of operations oé
Company.

By: /s/ SCOTT R. BURELL

Scott R. Burell
Chief Financial Officer
March 24, 201«
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