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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)
3| ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the year ended December 31, 2014
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
Commission File Number: 001-34753

GenMark Diagnostics, Inc.

(Exact name of registrant as specified in its chaetr)

Delaware 27-2053069
(State or other jurisdiction of incorporation or or ganization) (I.R.S. Employer Identification No.)
5964 La Place Court, Carlsbad, California 92008-8829
(Address of principal executive offices) (Zip code)

Registrant’s telephone number, including area code760-448-4300

Securities registered pursuant to Section 12(b) t¢fie Act

Title of Each Class: Name of Each Exchange on which Registered:

Common Stock, par value $0.0001 per share The NASDAQ Stock Market LLC
(NASDAQ Global Market)

Securities registered pursuant to Section 12(g) ¢fie Act: None

Indicate by check mark if the registrant is a vikelbwn seasoned issuer, as defined in Rule 405%edbé&turities Act of 1933, as amended. YEB  NO

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Securities Exchange Act of 198lamended. YES]
NO

Indicate by check mark whether the registrant € filed all reports required to be filed by Sectid or 15(d) of the Securities Exchange Act of4l8G8ring the preceding 12
months (or for such shorter period that the regjigtwas required to file such reports) and (2)been subject to such filing requirements for thet 88 days. Ye&l No O

Indicate by check mark whether the registrant iasnitted electronically and posted on its corpokéb site, if any, every Interactive Data File riegd to be submitted and
posted pursuant to Rule 405 of Regulation S-T (§8B2of this chapter) during the preceding 12 meiti for such shorter period that the registraas vequired to submit and
post such files). Ye&l No O

Indicate by check mark if disclosure of delinquiilers pursuant to Iltem 405 of Regulation S-K i contained herein, and will not be contained hmltest of registrant’s
knowledge, in definitive proxy or information statents incorporated by reference in Part Il of fiism 10-K or any amendment to this Form 10-Kl

Indicate by check mark whether the registrantleazge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting comp&wse definitions of “large
accelerated filer,” “accelerated filer” and “smalteporting company” in Rule 12b-2 of the ExchaAge.
Large accelerated filed Accelerated filerx] Non-accelerated fileE] Smaller reporting companiyl

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Brge Act). YesO No

As of June 30, 2014, the last business day ofdfistrant’'s most recent completed second quaheraggregate market value of the common stocktheftbn-affiliates of the



registrant was approximately $518,324,000 baseti@closing sale price for the registrant’s comrstmtk on the NASDAQ Global Market on that date ©8$3 per share. This
number is provided only for the purpose of thisortpn Form 10-K and does not represent an admigsieither the registrant or any such person ésetstatus of such person.

The number of outstanding shares of the regissaatmmon stock on February 20, 2015 was 41,8818 common stock is listed on the NASDAQ Globalrkéa (trading
symbol “GNMK?).

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive Proxy Sta@nt to be filed with the Securities and Exchangen@ission within 120 days after the close of tisedl year are
incorporated by reference into Part Ill of thisoep
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Forward-Looking Statements

This Annual Report on Form 10-K, or Annual Reppatticularly in Item 1. “Business” and Item 7. “Magement’s Discussion and
Analysis of Financial Condition and Results of Ggiems” and the documents incorporated herein by refeegniaclude forward-looking
statements within the meaning of Section 27A of#wirities Act and Section 21E of the Securitieh&nge Act of 1934, as amended, or the
Exchange Act. All statements, other than statenadtiistorical fact, are statements that could leembed to be forwa-looking statements,
including, but not limited to, statements regardmg future financial position, business strategggearch and development efforts, and plans
and objectives of management for future operati@isen used in this Annual Report, the words “beljetmay,” “could,” “will,”

“estimate,” “continue,” “intend,” “expect,” “target ,” “anticipate,” “aim,” “plan” and similar expressions, including their use in tlegative
are intended to identify forward-looking statements

" w ” . ” w ” o

These forward-looking statements are based on ntiggpectations, estimates, forecasts and projestabout our business and the
industry in which we operate and management’s fsetiad assumptions. They are not guarantees afefpierformance or development and
involve known and unknown risks, uncertainties atter factors that are in some cases beyond outrabms a result, any or all of our
forward-looking statements in this Annual Report may turhto be inaccurate. Risks and other factors thay mause such differences inclt
but are not limited to, those described under thading “Risk Factors” in ltem 1A of Part | of thilsnnual Report.

In light of these risks, uncertainties and assuongj actual results and timing of events couldediffiaterially and adversely from those
anticipated or implied in the forward-looking statents. Accordingly, readers are cautioned not sz@lundue reliance on such forward-
looking statements.

Except as required by law, we do not intend to tpdaese forward-looking statements publicly oupalate the reasons actual results
could differ materially from those anticipated hrese forward-looking statements, even if new indtion becomes available in the future.

Trademarks and Trade Names

GenMark®, eSensof, XT-8™ and ePlex™ and our other logos and tradksnare the property of GenMark Diagnostics, Indtor
subsidiaries. All other brand names or trademapi®aring in this Annual Report are the propertthefr respective holders. Our use or dis
of other partiestrademarks, trade dress or products in this AnReglort does not imply that we have a relationshth,ver the endorsement
sponsorship of, the trademark or trade dress owners

Use of External Estimates

This Annual Report includes market share and ingldsta and forecasts that we obtained from inglysiblications and surveys.
Industry publications, surveys and forecasts gédiyestate that the information contained thereis baen obtained from sources believed to b
reliable, but there can be no assurance as tacthegacy or completeness of included information. Walee not independently verified any of
data from third-party sources nor have we asceaxthihe underlying economic assumptions relied uperein. While we are not aware of any
misstatements regarding the industry and market pl&sented herein, the data involve risks andrtainges and are subject to change based
on various factors.
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PART I.

Item 1. BUSINESS

GenMark Diagnostics, Inc., or GenMark, is a molacdliagnostics company focused on developing anthwercializing our proprietary
eSensof detection technology. References herein to “wes” ‘ar “our” refer to GenMark Diagnostics, Inc. aitglwholly owned subsidiaries,
unless the context specifically requires otherwise.

Overview

Our proprietary electrochemical technology enafdst accurate and highly sensitive detection dftipia distinct biomarkers in a single
sample. Our XT8 system received 510(k) clearance from the Uriitades Food and Drug Administration, or FDA, anddsigned to support
broad range of molecular research and diagnosis with a compact and easy-to-use workstationdéspbsable test cartridges. Our XT-8
system supports up to 24 independent test cargjdgeeh of which can be run independently, resultira highly convenient and flexible
workflow for our target customers, which are priityanospitals and reference laboratories. As of &egber 31, 2014 , we had an installed bas
of 540 XT-8 analyzers, or placements, with our conrs.

We have a menu of eight tests for use with our8ystem. Four of our diagnostic tests have reddR2A clearance, our Cystic Fibro
Genotyping Test, our Warfarin Sensitivity Test, dlirombophilia Risk Test, and our Respiratory VPalnel. In addition to these four FDA
cleared tests, we have developed two hepatitisuis vor HCV, genotyping tests, a 3A4/3A5 genotydiest, and a 2C19 genotyping test,
versions of which are available for research ugg RUO).

In addition, we have recently completed the devalept stage of our ePlex system, which integratesnaated nucleic acid extraction
and amplification with our eSensbietection technology to enable operators usingFiex system to place a raw or a minimally prepared
patient sample directly into our test cartridge abthin results without any additional steps. Hample-to-answer capability is enabled by the
robust nature of our eSensaietection technology, which is not impaired by sknimpurities that we believe hinder competing tedbgies.
We have designed our ePlex system to further siynplbrkflow and provide powerful, cost-effective taoular diagnostics solutions to a
significantly expanded group of hospitals and refiee laboratories. We are currently developing s@ssays for our ePlex system: which
include gram-positive (GP) and gram-negative (G&j)sss panels, a respiratory panel (RP), a gastsiingl (Gl) pathogen panel, an HCV
genotyping test (HCVQ), a central nervous systeMSpanel and a fungal panel (ERYe intend to continue investing in our ePlex system
and its related test menu for the foreseeabledultie expect to initiate the European launch ofgstem in the middle of 2015, and launch
system in the United States in the first half o1@0

Since inception, we have incurred net losses frparations each year, and we expect to continuectar iosses for the foreseeable
future. Our losses attributable to operationslierfiscal year ended December 31, 2014 and 2018 agproximately $38.3 million and $33.6
million , respectively. As of December 31, 2014e had an accumulated deficit of $262.5 million r Operations to date have been funded
principally through sales of capital stock, borrogé and cash from operations. We expect to inaneasing expenses over the next several
years, principally to develop and commercialize @Rlex system and additional diagnostic tests,edsas to further increase o
manufacturing capabilities and domestic and intésnal commercial organization.
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Our Strategy

Our goal is to become the market leading providetubomated, multiplex molecular diagnostic testiygtems. We intend to expand the
use of our XT-8 system and diagnostic tests irl.thited States and expand our business globally thélcommercialization of the ePlex
system starting with its European launch in thedi@af 2015. To achieve these objectives, we intend

e Grow our Installed Base of CustomerdVe have identified those laboratories and hospitaswe believe will benefit from our
eSensor technology. We intend to leverage our catiad@®rganization to drive placements of our XBy&tem in the U.S. and our
ePlex system both domestically and internationdfg. anticipate that the expansion of our instafiage of customers will drive
sales of our test cartridges, from which we anéitgpgenerating the majority of our revenues forfthheseeable future.

« Increase Utilization of Test. We intend to increase the use of our diagnostis tegdeveloping and offering tools and support
tailored to our products such as accredited physieducation programs and seminars, product tgafivinour customers and
reimbursement support. These activities are dedigmaid in establishing the clinical utility of mtiplex molecular diagnostic tests,
which we believe will increase adoption of our prots.

e Launch our ePlex Syster. We have recently completed the development stageroéPlex system. We believe the ePlex syster
will be attractive to a broader range of hospitaid laboratories that lack the technical or ecosaesources to perform molecular
diagnostic testing with existing products and tedbgy. We believe the ePlex system will expand@urent target user base from
approximately 1,000 domestic customers to approtaind 2,000 potential customers globally.

« Expand our Menu of Clinical Diagnostic Product. We intend to develop a broad menu of molecularriatic tests for our
ePlex system that we believe will satisfy importargdical needs and present attractive commercg@rgnities. We are currently
developing seven assays for our ePlex system aiapate continuing to invest in expanding our gsssst menu for the foreseea
future.

« Execute International Expansion and Explore O-Licensing Opportunities  We plan to offer our molecular diagnostic prodt
in European and other international markets comingrin 2015. We intend to utilize a direct saled s&chnical support team in
certain key European countries, which we expedtheilaugmented by marketing partners and distrisutoother geographies as
we expand internationally. We also intend to explopportunities to leverage our intellectual prépeosition in detection
technologies through licensing or the establishroéptartnerships.

Revenues, net loss and total assets for the past yiears are contained in our consolidated fimdstatements in Part 1l of this Annual
Report. Substantially all revenues for the periagsrted in our consolidated financial statememt3art Il of this Annual Report were derived
from customers located within the United States.

Our Technology
Our eSensof Technology

Our proprietary eSensor technology is based optiineiples of DNA hybridization and electrochemidatection. DNA naturally forms
double-stranded structure, with each strand bindiitig high affinity, or hybridizing, only to a congmentary strand. Our technology takes
advantage of this highly specific binding by ficseating two types of single-stranded DNA, the aepprobe and the signal probe. The captur
probe and signal probe are each complementarylififeaent segment of the target DNA that is theu®of the particular diagnostic test. Using
our proprietary technology and processes, we atiaclcapture probes to a proprietary monolayeherstirface of a gold electrode within our
proprietary test cartridges. We separately attaato€ene, a proprietary label, to our signal probes

Before placing the sample into our XT-8 test cdge, the technician mixes the amplified DNA samld our signal probe. If the target
biomarker is present in the prepared patient sarapgegment of the biomarker DNA will hybridize i solution containing our signal probe.
This solution is then run past an electrode, agamsch our capture probes have been immobilizée ds-yet unbound segment of the target
biomarker binds to our capture probe, creatinggeteDNA, signal probe, capture probe complex atdtrface of the electrode. This complex
produces an electrochemical signal which is analyrel interpreted by our XT-8 system.
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With our ePlex sample-to-answer test cartridges piberator adds a patient sample directly or withinmal preparation into the sample
chamber, closes the lid, and inserts the testidgetinto the ePlex instrument. Within the instruntpéhe same steps performed by a techniciar
with the XT-8 system are performed within the eRkst cartridge, resulting in delivery of target Bidnd signal probes to the eSensor
electrodes within the ePlex cartridge. As with XTathen a complex forms as a result of a target Imalt@ complex produces an
electrochemical signal that is interpreted by tRker system.

Our XT-8 and ePlex test cartridges utilize the covation of distinct electrodes and multiple sigpedbes to detect more than 200 target
biomarkers from a single sample, enabling highlytiplex testing. Our eSensétechnology is highly specific for the target bioker, and is
not based on optical or fluorescent detection. Assalt, our diagnostic tests are less prone tgkaoontamination risk and do not require
many of the time-consuming washing and preparatieps required by competing technologies. The sapnglparation steps required before
using our XT8 test cartridges are DNA/RNA purification and dypterase chain reaction, or PCR, amplification,chhinvolves amplifying, ¢
generating billions of copies of, the target DNAlewules, followed by transfer of the sample to st cartridge and insertion of the test
cartridge into any open slot in our XT-8 systemséme tests, amplified DNA is subject to an add#icenzymatic treatment to produce a
single-stranded-DNA. In contrast, the ePlex sysgemerally requires no pre-analytic steps to beogperéd by the user, except, in limited cases
minimal up-front sample handling is required.

We believe our proprietary electrochemical sigretbdtion technology has several advantages over sifinal detection platforms,
including:

Key Advantages of eSensor Description

Our capture probes are highly target specific, cadythe binding of non-target DNA which minimizes
potential interference from components in a pasesample, such as blood, saliva or urine.

Each electrode can routinely detect approximately manomolar of target DNA, and a sensitivity of 10
High Sensitivity and Accuracy picomolar of target DNA has been achieved. Suclteotmations are readily produced from patient
samples using several commercially-validated anepliibn technologies such as PCR.

Our technology directly detects the target DNA ssgpe with highly specific signal probes and eleidro
Streamlined Sample Preparation bound capture probes without the need for manhefsashing steps typically required to remove
unbound target DNA and labels.

Each of the electrodes in our test cartridge antspendently of the others and produces a compseleen
Efficient Multiplexing and informative signal eliminating the need forraggng of multiple measurements commonly required
by competing technologies.

) _ Our eSenso? technology enables our systems to be low coshamd relatively few moving parts
Small Footprint with Low compared to competitive systems. Our XT-8 systemekample, requires no calibration and minimal
Maintenance maintenance, with a small footprint of approximgateb-by-16 inches in its standard configuration.

Robust Signal

The use of electrochemical technology allows osteys to leverage third-party advances in
microelectronics such as miniaturization and magtufing efficiencies. Many electronic components
Hssociated with our core processes are produdadgia volumes at low cost and size for use in nooer
fields. Our technology is also highly flexible whiallows us to add new diagnostic tests to our nzenu
to add new content to existing diagnostic testhout modifying the system platform.

) ) ) Our eSenso? technology has broad applicability to detect a eanfjbiomolecules including proteins &
Functionality Outside of Molecularsmall molecule drugs. This versatility opens thestility of developing mixed analyte sensors, sash
Diagnostics tests that can detect antibodies to a certain gathplus the pathogen itself.

Cost-Effective Development of Ne
Tests

Digital Microfluidics

Digital microfluidics is another technology inclutlevithin our ePlex system which we have exclusiViglgnsed within a defined field of
use from Advanced Liquid Logic Inc., or ALL, an iéffte of lllumina, Inc. Digital microfluidics is éechnique for moving small droplets of
liquid using electrowetting, a process for makinguaface hydrophobic or hydrophilic based on thgieption of a voltage to a surface. The
ePlex printed circuit board contains eSensor aldes capable of nucleic acid detection along wihtsowetting electrodes capable of digital
microfluidics. The ePlex system uses numerous dyephed digital inputs to perform the fluid mangiions associated with sample-to-
answer molecular diagnostics. Drops are dispemse@d, merged, heated, cooled, split and deliveaftdinder precise and programmable
digital control. In
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this manner, standard procedures of the molecidgndstics lab (e.g., DNA purification, polymerasgin reaction, exonuclease digestion
can be performed automatically within our ePlexridge.

Our Platforms

Our XT-8 Test Cartridges Our XT-8 test cartridges are devices specifically configifior a particular diagnostic test to be usediw
our XT-8 instrument. Each test cartridge includesiaple compartment and a plastic cover that fatmgbridization chamber. The test
cartridge is fitted with a diaphragm pump and valtkeat circulate the hybridization solution, indhgithe signal probe and prepared patient
sample, when inserted into the XT-8 system. Thecdridge also includes a printed circuit boasdsisting of an array of gold-plated
electrodes, a silver/silver chloride reference tetete, and two auxiliary electrodes. Each electisdmistomized with a proprietary monolayer
that immobilizes the DNA capture probes specificdach target of a test panel. The test cartritle@ntains an electrically erasable,

programmable read-only memory (EEPROM) componeattdtores information related to the cartridge sagln assay identifier, cartridge lot
number and expiration date.

Our XT-8 Instrument.  Our XT-8 instrument is a multiplex workstatithrat has a modular design consisting of an intedreduch
screen and up to three analyzers. Each analyzéainereight modules into which individual test dades are placed. The test cartridge slots
operate independently of each other allowing up4independent test cartridges to be loaded atiomee with the remaining slots available for
use at any future time while the system is runnifarh slot contains a test cartridge connectoreeigion-controlled heater, an air pump and
electronics. The air pumps drive the diaphragm pangbvalve system in the test cartridge, elimirgafinid contact between the system anc
cartridge. The pneumatic pumping enables recirmnaif the hybridization solution allowing the tatgDNA and the signal probes to
efficiently hybridize with the complementary capyprobes on the electrodes. The diaphragm puniitest cartridge is connected to a

pneumatic source from the XT-8 system and prowvigedirectional pumping of the hybridization mixtuteough the cartridge during
hybridization.

We believe that our XT-8 system and related diatintssts offer reference laboratories and hosptta following benefits:

Key Features & Benefits Description

Broad Test Menu E]iglitcﬁztrsd?;gir:gglt?cgn our XT-8 system includingDA cleared assays across a number of areas in

Fast Turnaround Approximately 30 minutes to reoln amplified DNA sample with minimal techniciéime needed.

Accurate Results Our Cystic Fibrosis Genotyping Test, our Wa_rfarim@'tivity Test and our_ThrombophiIia Risk Test
demonstrated 100% accuracy in clinical studies @megto DNA sequencing and other standards.

Ease of Use Minimal manual processing steps,timéuiouch-screen interface and clear result report

Random Access \I/Evﬂ(rzl?ﬂgl:/vlfp to 24 test cartridge slots can be aedessiependently resulting in a highly flexible

Minimal Maintenance No routine maintenance orhraliion required.

Multiplex Capability Detects numerous distinctmiarkers in a single sample reducing the need flaxréesting.

Our ePlex Sample-To-Answer Test Cartridges Our ePlex test cartridges are single use,-faliggrated consumables containing all
necessary reagents for a particular diagnostidadst used within our ePlex instrument. Eachdastidge includes a sample compartment
with a plastic cover into which a raw or minimagiyepared sample is placed. The test cartridge icenliguid reagents in proprietary blister
packs, optimized for long term reagent storagedatidery into the appropriate reagent reservoilge fest cartridge also contains biologic
reagents such as enzymes and oligonucleotidedjzatdlwith proprietary additives designed to sugipong term room temperature stability
and dried onto various internal surfaces where tagybe rehydrated for use during the sample-tesandiagnostic test. The ePlex test
cartridge also includes a printed circuit boardsisting of an array of gold-plated electrodes. gghe same eSensor technology contained in
XT-8 cartridges, each electrode is similarly custed with a proprietary monolayer that immobilizee DNA capture probes specific for each
target of a test panel. The ePlex test cartridge ebntains an EEPROM that stores informationedl#d the cartridge such as an assay
identifier, cartridge lot number and expirationalafhe ePlex EEPROM and associated workflow angraroming also supports positive
patient identification, helping to ensure erroreftking of the ePlex test report to the correatignt.
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Our ePlex Instrument. Our ePlex instrument is a multiplex platformatthas a modular design consisting of an integratech screen
and up to four analyzers. Each tower contains apshnto which individual ePlex sampledoaswer test cartridges are placed. The test cge
bays operate independently supporting continuondaim access. Each bay contains a test cartridgeector, several precision-controlled
heaters, a mix motor, an air pump and mechanisndigpensing liquid from blister packs and positigna small magnet. Each bay also
contains all of the necessary electronics hardaadefirmware for controlling the bay, performingi4ime monitoring, calibration testing and
generating test results. The air pump, blister/reagrechanisms and motor drive the nucleic acidaetitrn and reagent dispensing initial ph
of the sample-to-answer diagnostic tests and sl contact between the ePlex bay and the caridll subsequent steps are driven by a
proprietary electrowetting technology.

We believe our ePlex system and related diagntestis offer reference laboratories and hospit&addlowing benefits:

Key Features & Benefits Description
Broad Test Menu Seven tests are in developmentioePlex system.
Ease of Use Minimal manual processing steps,timuiouch-screen interface and clear result report

The user simply adds raw or minimally prepared dengpthe test cartridge and inserts the
cartridge into the instrument. The test cartridggelf-contained, with all required reagents store

True Sample-to-Answer in room-temperature stable formats.

Fast Turnaround Results are produced in approrimn&0-90 minutes from sample input.

Random Access Each of up to 24 test cartridge bays can be acdésdependently resulting in a highly flexible
workflow.

Minimal Routine Maintenance Minimal maintenancecalibration required.

Multiplex Capability Detects numerous distinctmiarkers in a single sample reducing the need flaxréesting.

License Agreements

California Institute of Technology. We have a license from the California Institotd echnology to patents and patent applications
related to nucleic acid-mediated electron trantfelnology. We license certain of these paten@oaxclusive basis. The license grant is
worldwide, fully paid-up, and extends until thetlafthe underlying patents expires. The agreernseaiso conditioned on us paying all
associated patent maintenance and prosecutionHgker party may terminate the license agreempanwa material breach by the other party,
subject to a cure period. We may terminate thenieeagreement for any reason upon 60 days writiBoen

Roche Molecular Systems, Inc. We have a non-exclusive license from Roche Mdbr Systems, Inc. to utilize a form of chemically
modified thermostable DNA polymerase that is a congmt in some of our commercial products. We padetime upfront fee for this
license and are obligated to pay quarterly runniyglties on net sales. The agreement remaindectaintil the last to expire of the underlyi
patents. Either party may terminate the licenseemgent upon a material breach of the license agneehby the other party, subject to a cure
period, or upon the filing for bankruptcy of théet party.

Caliper Life Sciences Inc. In March 2012, we entered into a license ageggwith Caliper Life Sciences Inc., or Caliperrquant to
which we obtained a non-exclusive license undeip@es microfluidics patent portfolio. In considéien for the license, we agreed to pay
Caliper certain up-front and sales-based milespayenents, as well as a royalty on the sale of iceptaducts. In addition, we obtained an
unconditional release from any and all claims bagsgh any alleged infringement of the licensed piaterior to the effective date of the
agreement.

Advanced Liquid Logic, Inc. (ALL) In July 2012, we entered into a development collatian and license agreement with ALL, which
was acquired by lllumina. in July 2013. Under tharts of the agreement, we established a collaberptiogram to develop in-vitro diagnostic
products incorporating ALL’s proprietary electrottveg technology in conjunction with our electroafieal detection. We paid ALL an
upfront license payment of $250,000 and agreedyoup to $1,750,000 in potential additional milestpayments. Pursuant to the agreement
the parties agreed to enter into a supply agreemating to the manufacture and supply of cergdih components. The agreement also
provides that we would, upon the occurrence ofagertvents, be obligated to pay to ALL a royaltysisting of a low- to mid-single digit
percent of net sales of designated licensed predwitaining ALL components which we manufacturarer otherwise not manufactured and
supplied by ALL.
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Market Opportunity

We believe the global market for molecular diagizssis currently approximately $5.0 billion and Makperience a growth rate of
approximately 15% per year over the course of the several years based on research publishedbintemarket research firms. Although
we believe the global market for molecular diagiwsss approximately $5.0 billion, we believe trggeegate global market for the tests we
currently offer, are actively developing on ePlexwill consider developing in the near term is @pgmately $2.3 billion and is expected to
grow by more than 20% per year for the next sewarais. Many factors are driving growth of this kedy including increased demand for
infectious disease diagnostics panels, the expamsigenetic testing for disease predisposition, @fvances in personalized medicine, such &
the tailoring of therapies to those individuals idely to respond.

Research and Development

In addition to developing our ePlex system and aspa our diagnostic test menus, our research amdldpment team is focused on the
following initiatives:

e On Market Product Support. A role of our research and development team is$tsaour manufacturing and quality assurance
teams in ensuring high product quality and thorocgimplaint handling and investigation. In additiorg work to improve quality
control methods and metrics and are active paditipin the continuous improvement processes edilizy our product
manufacturing teams.

« Improving the Clinical and Practical Utility of ourTests. Our research and development organizationhadfizs establish the
clinical utility and value of our molecular diagtiocgtests. We have previously and intend to comtitaupartner with academic and
reference laboratories to perform validation amcichl studies on our tests. Key aspects of owreffare aimed at improving
workflow in the laboratory setting, positively coarng our tests to historical or “gold standardstseand demonstrating that our
tests can help improve patient care and lower distimand medical treatment costs. We intend tdiglukhe results from these
clinical studies in peer-reviewed or trade journalgmit them to regulatory bodies and present theimdustry conferences in
support of our commercialization strategy.

« Developing New Test Capabilities. We may develop capabilities for utilizing our eSarf&echnology in protein and small
molecule detection, through research collaboratmratherwise. These capabilities may enhancewurd menu offerings or
provide us with out-licensing opportunities.

Manufacturing

We manufacture our proprietary test cartridgesanullary reagents at our headquarters in CarlsBatifornia. We perform reagent
formulation, test cartridge manufacturing and pgaka of final components and test cartridges iroagance with applicable guidelines for
medical device manufacturing. We currently leasapproximately 53,000 square foot office and mactuféng facility to support our
manufacturing operations.

We outsource manufacturing of our XT-8 instrument¢ica Biosystems Melbourne Pty Ltd., or Leica. $i&0 intend to outsource the
manufacture of our ePlex instrument. We rely ordtpiarty suppliers, including in certain instancase source suppliers, for oligonucleotide
and other raw materials used in our products anchrofithe disposable component molding and sub-omept assembly for our test
cartridges.

We have implemented a quality management systeigrosbto comply with FDA regulations and ISO staddagoverning diagnostic
medical device products. These regulations cotitembdesign, manufacture, testing and release ghdgtics products, as well as raw material
receipt and control. In 2012, our Carlsbad, Catifarfacility obtained ISO 13485 certification. Wis@have controlled methods for the
consistent manufacturing of our proprietary testriclges and reagents at our facilities. Our ketsourcing partners are regularly audited to
help ensure a continual supply of high quality comgnts.

We plan to continue to manufacture componentswieadetermine are highly proprietary or highly cusized, while outsourcing more
commodity-like components. We are likely to estsibiadditional outsourcing partnerships as we matwfa additional products.

Sales and Marketing

Our current sales and marketing strategy is toicoatto expand the placement and use of our XTs&sy and diagnostic tests in the
United States and expand our business globally thitcommercialization of the ePlex system starting
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with its European launch in the middle of 2015. @roducts are sold in the United States througbagmaphically dispersed direct sales and
technically specialized service organization, whgbupported by a centralized team of product mearsaand marketing, customer support,
technical support personnel. We intend to utiliziract sales and technical support team in cek@ynEuropean countries, which we expect
will be augmented by marketing partners and distdts in other geographies as we further exparatriationally.

Our sales representatives typically have experieanogolecular diagnostics and a network of labasatmntacts within their respective
territories. We utilize our representatives’ knosde along with market research databases to tangeualify our customers. We execute a
variety of sales campaigns and strategies to rhediuying criteria of the different customer segtaave serve. To support our expanding
molecular test menu, growth in our customer baskoam launch plans for our ePlex system, we costioumake investments in these custc
facing organizations.

Our sales cycle typically includes customer evaduatand validations of our products. Upon sucegssflidation, a customer may
generally acquire our XT-8 system and consumabldisa following ways:

* Reagent Rental: A reagent rental agreement requires a customer donemt to purchase a minimum number of test cagesd
over the term of the agreement, and a portion@ttrarge for each cartridge equates to a usaderféee equipment. Our reagent
rental agreements do not typically provide for aagicellation rights by the customer.

« Capital Purchase: The XT-8 instrument is paid for upfront and inetstirety by the customer. Customers are also &g
receive structured pricing incentives if they emtéo an optional annual minimum cartridge commitine

Customers

In 2014, no single customer represented more th&m df our total revenue. In 2013, Natural Moleculasting Corporation, or NMTC,
represented approximately 30% of our total reveNMTC filed for bankruptcy in October 2013.

Instrument placements are defined in terms of thmber of analyzers sold to or placed with a custoneflecting a direct correlation
between the reagent test revenue opportunity andumber of test cartridges that can be analyzadyabne time. As of December 31, 2014 ,
we had placed 540 XT-8 analyzers at 204 uniqueooust sites, or approximately 2.6 analyzers perocost. This compares with 413 analyzer
placements at 173 unique customer sites, or appedrly 2.4 analyzers per customer, as of Decenhe2(®BL3 .

The increase in analyzers placed and related revgenerated in 2014 over the prior year is duatimerease in the number of new
customers buying our products and growth in the ghtonsumables to existing customers.

Competition

We primarily face competition in the molecular diagtic testing markets with testing products arstesys developed by public and
private companies such as Cepheid, Siemens, Hologic Luminex Corporation, Nanosphere, Inc., ®@eg Roche Diagnostics, a division of
F. Hoffmann-La Roche Ltd., bioMerieux (which redgracquired Biofire Diagnostics, Inc.) and AbbotbMcular Diagnostics, a division of
Abbott Laboratories. Our diagnostic tests also famapetition with laboratory developed tests, ofMisDdeveloped by national and regional
reference laboratories and hospitals. We belieaedbr testing systems compete largely on the ledisiscuracy and reliability, enhanced
laboratory workflow, multiplex capability, ease-a$e and return on investment for customers.

Many of our competitors have substantially greitemcial, technical, research and other resousioéslarger, more established
marketing, sales and distribution organizations tva do. Many of our competitors also offer brogoleduct lines and have greater brand
recognition than we do. Moreover, our existing aed/ competitors may make rapid technological dguakents that may result in our
technologies and products becoming obsolete befereecover the expenses incurred to develop thelpefore they generate significant
revenue.

Intellectual Property

To establish and protect our proprietary techn@sgind products, we rely on a combination of otenga, copyrights, trademarks, and
trade secrets, as well as other intellectual ptgpéghts in our technology and business informmatiour intellectual property portfolio for our
core electrochemical technology was initially bthitough the combination of our
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acquisition of the Clinical Micro Sensors businfresn Motorola and licensing patents from the Cathifa Institute of Technology.

We believe that our patent portfolio, which incladmproximately 130 owned and exclusively liceridel and foreign patents and
approximately 25 pending applications, providesvill robust protection of our electrochemical détectechniques, chemical insulators and
attachment points on electrode surfaces and aglsnblogy that, collectively, form the staple of eSensof platform. We continue to pursue
the issuance of new patents to protect our ongasgarch, development and commercial activitietuéing with respect to our ePlex system
and related consumables. In general, patents htareneof at least 20 years from the applicaticindildate or earlier claimed priority date. A
majority of our issued and exclusively licensedepéd are scheduled to expire by 2021, with apprateiy one half of the patents expiring by
2018. Several of our pending applications haveptitential to mature into patents that may expitgvben 2028 and 2034. Our success def.
to a significant degree upon our ability to policEingement, derive licensing revenues and comtittudevelop proprietary products and
technologies without infringing the intellectuabperty rights of others.

We also rely in part on trade-secret protectionwfintellectual property. We attempt to protect tvade secrets by entering into
confidentiality agreements with third parties, eaygles and consultants. Our employees and consulitatt sign agreements requiring that
assign to us their interests in intellectual prtypesuch as patents and copyrights arising frorr therk for us. All employees sign an
agreement not to compete unfairly with us durirgjrtemployment and upon termination of their empient through the misuse of
confidential information.

We also have filed for registration, or obtainegis&ation, in the U.S. and other countries for ksarsed with our products and
technology. Our issued and pending trademark magishs in the U.S. include eSengqiGenMark®, GenMark DX®, ePlex™ and GenMark
ePlex™ among others.

Trademark protection continues in some countriega$dong as the mark is used and, in other camtfor as long as it is registered.
Registrations generally are for fixed but renewabtens.

Government Regulation

The design, development, manufacture, testing aledof our molecular diagnostic products are suligeegulation by numerous
governmental authorities, principally the FDA, awdresponding state and foreign regulatory agencies

Regulation by the FD#

In the United States, the Federal Food, Drug, ameht&tic Act, or FDCA, FDA regulations and otherdid and state statutes and
regulations govern, among other things, medicalagedlesign and development, preclinical and clirtiesting, premarket clearance or
approval, registration and listing, manufacturitadpeling, storage, advertising and promotion, satekdistribution, export and import, and
post-market surveillance. The FDA regulates thégesnanufacturing, servicing, sale and distribatad medical devices, including molecular
diagnostic test kits and instrumentation systeragufe to comply with applicable U.S. requirememisy subject a company to a variety of
administrative or judicial sanctions, such as Fl@Ausal to approve pending applications, warninggiet product recalls, product seizures, tote
or partial suspension of production or distributiorjunctions, fines, civil penalties and crimiqabsecution.Unless an exemption applies, eacl
medical device we wish to distribute commerciafiythe United States will require marketing authatian from the FDA prior to distribution.

The two primary types of FDA marketing authorizati@quired applicable to a device are premarkefication, also called 510(k)
clearance, and premarket approval, also called PMé&have obtained 510(k) clearance from the FDAHerfollowing molecular diagnostic
tests on our XT-8 system: the eSenddarfarin Sensitivity Test, the Cystic Fibrosis Giming Test, the Thrombophilia Risk Test, and the
Respiratory Viral Panel.

Proposed Regulation of Labortatoy Developed Tek3Ts). In October 2014, the FDA promulgated draft guidanbéch describes a
new proposed regulatory framework for LDTs. Basedhis proposal, clinical laboratories that devedmpl use LDTs would be required to
comply with specific regulatory requirements (eaglyerse even reporting, quality system regulafio@market submission, and FDA review)
prior to the use of LDTs for clinical diagnosticrposes. The timeline for phasing in the proposedletory requirements would begin upon
finalization of the FDA guidance document. Theralite impact of this draft guidance on our customemsains uncertain.

Regulation after FDA Clearance or Approval Any devices we manufacture or distribute punstwa clearance or approval by the F
are subject to pervasive and continuing reguldtipthe FDA and certain state agencies. We are medjtd adhere to applicable regulations
setting forth detailed GMP requirements, as sehfiorthe QSR, which includes testing, control dodumentation requirements. Non-
compliance with these standards can result in fiimgnctions, civil penalties,
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recalls or seizures of products, total or partispension of production, refusal of the governntemfrant 510(k) clearance or PMA of devices,
withdrawal of marketing approvals and criminal gragtions. We have designed and implemented qusalitiem processes within our
manufacturing facilities in order to comply with A3 GMP requirements.

Because we are a medical device manufacturer, ve¢ ago comply with FDAS medical device reporting requirements whenewereth
evidence that reasonably suggests that one ofrodupts may have caused or contributed to a deagbrmus injury. We must also report any
incident in which our product has malfunctionethéit malfunction would likely cause or contributest death or serious injury if it were to
recur.

Labeling, advertising, and promotional activities aubject to scrutiny by the FDA and, in certansumnstances, by the Federal Trade
Commission. Medical devices approved or clearethby*DA may not be promoted for unapproved or warelé uses, otherwise known as
“off-label” promotion. The FDA and other agenciesigely enforce the laws and regulations prohilgjtthe promotion of off-label uses, and a
company that is found to have improperly promottdadbel uses may be subject to significant ligiijlincluding substantial monetary
penalties and criminal prosecution. We have implaie quality system processes and advertising/ptiomad policies designed to comply
with these requirements.

Environmental Regulations We are also subject to numerous federal, staddocal laws relating to such matters as saféiwgr
conditions, manufacturing practices, environmeptatection, fire hazard control and disposal ofdndaus or potentially hazardous substar
Some of these laws require us to obtain licens@&mits to conduct our operations. We have nunsepalicies and quality system procedure:
in place to ensure compliance with these laws amdihimize the risk of occupational exposure toandeaus materials. We do not expect the
operations of our products to produce significardrgities of hazardous or toxic waste or radiati@at would require the use of extraordinary
disposal practices. Although the costs to compljwhese applicable laws and regulations have @en lonaterial, we cannot predict the impac
on our business of new or amended laws or regakatio any changes in the way existing and futuss land regulations are interpreted or
enforced, nor can we ensure we will be able toinlitamaintain any required licenses or permits.

Export of Our Products  Medical devices that are legally marketed mthS. may be exported anywhere in the world withpoior
FDA notification or approval. Devices that have heen approved or cleared in the U.S. must follosvetxport provisions of the FDCA.
Depending on which section of the FDCA we may ekpader, we may need to request an export pertidrler export certificate, or we may
need to submit a simple notification. Export cégéifes may be requested by foreign customers eigiorgovernments to provide proof of the
products’ status as regulated by the FDA. The exqatificate is prepared by FDA and contains infation about a product’s regulatory or
marketing status in the United States.

Clinical Laboratory Improvement Amendments of 1988 The use of our products is also affected byGligical Laboratory
Improvement Amendments of 1988, or CLIA, and reldedleral and state regulations, which provideégulation of laboratory testing. Any
customers using our products for clinical use anltmited States will be regulated under CLIA, whistablishes quality standards for all
laboratory testing to ensure the accuracy, reitgtahd timeliness of patient test results regaslief where the test was performed. In
particular, these regulations mandate that clifetabratories must be certified by the federal goresnt or a federally approved accreditation
agency, or must be located in a state that hasdeesmed exempt from CLIA requirements becauset#ite kas in effect laws that provide for
requirements equal to or more stringent than Cldduirements. Moreover, these laboratories must mesdity assurance, quality control and
personnel standards, and they must undergo profigitesting and inspections. The CLIA standarddiegdge to clinical laboratories are basec
on the complexity of the method of testing perfodnbg the laboratory, which range from “waived” tmdderate complexity” to “high
complexity.” We expect that most of our productd i categorized as “high complexity,” since mostlecular diagnostic tests are currently
FDA-cleared as CLIA “high complexity” devices.

Foreign Government Regulation We intend to market our products in Europeahather select international markets. The reguwator
pre-market requirements for IVD devices vary fromuiatry to country. Some countries impose prodwntdards, packaging requirements,
labeling requirements and import restrictions ovicks. Each country has its own tariff regulatiathgties and tax requirements. Failure to
comply with applicable foreign regulatory requirerteemay subject us to fines, suspension or withdrafvregulatory approvals, product
recalls, seizure of products, operating restriciand criminal prosecution.

Fraud and Abuse Regulations

We are subject to numerous federal and state healéhanti-fraud laws, including the federal ant¢kkack statute and False Claims Act
that are intended to reduce waste, fraud and dhubke health care industry. These laws are broadsabject to evolving interpretations. They
prohibit many arrangements and practices thataav&ul in industries other than health care, inahgdéertain payments for consulting and o
personal services, some discounting arrangemdetqrovision of gifts and business courtesiesfuh@shing of free supplies and services,
waivers of payments. In addition,
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many states have enacted or are considering lavértit arrangements between medical device manuifars and physicians and other healt
care providers and require significant public disare concerning permitted arrangements. Thesedsavgigorously enforced against medical
device manufacturers and have resulted in manutstpaying significant fines and penalties andidpsiubject to stringent corrective action
plans and reporting obligations. We must operatebaginess within the requirements of these lavds énve were accused of violating them,
we could be forced to expend significant resouremvestigation, remediation and monetary persltie

Patient Protection and Affordable Care A

Our operations are affected by the federal PaReotection and Affordable Care Act of 2010, as rfiediby the Health Care and
Education Reconciliation Act of 2010, which we retie@ as the Health Care Act. The Health Care Agidses a 2.3% excise tax on sales of
medical devices by manufacturers. Taxable devinglsde any medical device defined in section 20b{lihe FDCA and intended for use by
humans, with limited exclusions for devices purgtbly the general public at retail for individuakuThere is no exemption for small
companies, and we began paying the tax in JaniHy. Zhe Health Care Act also requires manufacturereport to the Department of He:
and Human Services detailed information about firerarrangements with physicians and teaching itedspThese reporting provisions
preempt state laws that require reporting of teesaformation, but not those that require repoftdifferent or additional information. Failu
to comply subjects the manufacturer to significanil monetary penalties.

Employees

As of December 31, 2014 , we had 195 employeesraxapately 105 employees were involved in researmth development, 26 in
operations, manufacturing and quality assurancé) 4ales and marketing, and 22 in general andradtrative functions. Our success will
depend in large part upon our ability to attraat eetain employees. We face competition in thisarddrom other companies, research and
academic institutions, government entities andratinganizations. None of our employees are covbyed collective bargaining agreement.

Corporate and Available Information
Our principal corporate offices are located at 5B&4lace Court, Carlsbad, California.

We make available, free of charge, our annual tepor Form 10-K, quarterly reports on Form 10-Qrexnt reports on Form 8-K and
any amendments to those reports, as soon as régspnacticable after we electronically file suclaterial with, or furnish it to, the Securities
and Exchange Commission, or the SEC. We also nie=tdocuments and certain public financial infdionaavailable on our website, whi
is www.genmarkdx.comOur SEC reports and other financial informatian be accessed through the investor relationsoseatiour website.
Some of the information found on our website ispart of this or any other report we file with airfiish to the SEC.

ltem 1A. RISK FACTORS

You should consider each of the following fact@svall as the other information in this Annual Re:fio evaluating our business and
our prospects. The risks and uncertainties desdriiidow are not the only ones we face. If any eftfiowing risks actually occur, our
business and financial results could be harmedh#t case, the trading price of our common stoaladdecline. You should also refer to the
other information set forth in this Annual Repangluding our financial statements and the relatedes.

We may not successfully commercialize our ePlexetysand its related test menu.

Our current plan for achieving positive cash flawdaur future growth projections relies upon thecassful development and
commercialization of our ePlex system and its egldest menu.We have designed our ePlex systemteigrate automated nucleic acid
extraction and amplification with our eSensor® tealogy to allow operators to place raw or minimalhgpared patient samples directly into
our test cartridges and obtain clinically releviadults. Based on extensive market research and iepeived from our customers, we believe
that our ePlex system will offer advantages ovenpetitive systems, including in respect of multqihgy capability, reduced hands-on
processing time, testing capacity and flexibilapd other factors. However, the commercial sucokePlex will depend on a number of
factors, including, but not limited to, timely matkintroduction, overall market acceptance, oulitgtid offer a broad test menu at a
competitive price, our ability to manage the risksociated with scaling up new product productioa effective management of purchase anc
supply commitments and inventory levels in linehnanticipated product demand, the availability mfducts in appropriate quantities and at
expected costs to meet anticipated demand and mhdvket adoption, and the risk that new productg nw have the level of quality in the
early stages of introduction that our customereekdf we are unsuccessful in effectively
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commercializing our ePlex system within our expddime frame, or at all, our business and futumspects may be adversely affected.
We and our key suppliers may have difficulties sngl manufacturing operations for our anticipated fure growth.

To date, we have produced our products in limiteangjties relative to the quantities necessaryctoeae our desired revenue growth.
Developing the necessary manufacturing and quatitgedures internally and in conjunction with oaylsuppliers for a significant number of
newly developed, unique products is a complex m®cé/e or our suppliers may not be prepared toymedufficient quantities of, or may
have difficulty maintaining consistency and quadityong, our products. If we or our key suppliersoemter difficulties in scaling
manufacturing operations as a result of, amongratiegs, process transfer complexities, qualitytoa and quality assurance issues, and
availability of components and raw material supplieur reputation may be harmed and we may noeweltur anticipated financial results
within the time frame we expect, or at all.

To manage our anticipated future growth effectiyalg must enhance our manufacturing and supplynatepabilities and operations,
information technology infrastructure, and finameiad accounting systems and controls. Organizakigrowth and scale-up of operations
could strain our existing managerial, operatiofiagncial and other resources. If our managememh#ble to effectively prepare for our
expected future growth, our expenses may increase than anticipated, our revenue could grow mlmelg than expected, and we may not
be able to achieve our commercialization goals. f@ilure to effectively implement the necessarygesses and procedures and otherwise
prepare for our anticipated growth could have aentadverse effect on our future financial coioeditand prospects.

Our financial results will depend on the acceptanaad increased demand among reference laboratorfesspitals and the medical
community of our molecular diagnostic technology @products.

Our future success depends on the belief by ogetaustomers and the medical community that odeoontar diagnostic products are a
reliable, medically-relevant, accurate and costetive replacement for other diagnostic testinghmeés. Medical offices and many hospitals
outsource their diagnostic testing needs to naltienegegional reference laboratories. Our busirsegsess depends on our ability to convince
these target laboratories and hospitals to pertbase tests internally with our products if theyénistorically outsourced their testing needs
or have historically used non-molecular methodseidorm such testing, or to replace their curreatarular testing platforms with our system
and its related test offerings.

Many other factors may affect the market acceptamcecommercial success of our molecular diagnésticnology and products,
including:
« the relative convenience, ease of use, accusaayability, and time-toesult of our diagnostic products over competimdpicts

» the introduction of new technologies and compeproducts that may make our technologies andygtsd less attractive solution
for our target customers;

« the breadth of our menu of available diagnostitsteslative to our competito

e our success in training reference and hospiakd laboratories in the proper use of our prag

e the acceptance in the medical community and kegiopileaders of our molecular diagnostic technolagg product:
« the extent and success of our marketing and sttasse anc

e general economic conditiol

Professional societies, government agencies, peagtanagement groups, private health/science féiondaand organizations involved
in healthcare issues may publish guidelines, recentfations or studies for the healthcare and pat@mmimunities. Recommendations of
government agencies or these other organizatioggetate to such matters as cost-effectivenessiaaaf related products. Organizations like
these have in the past made recommendations aboabmpetitors’ products, such as the need forflesgient screening tests, which could
result in reduced product sales. Moreover, theg@ien by the investment community or stockholdees recommendations, guidelines or
studies will result in decreased use of our praglaould adversely affect the prevailing marketefimr our common stock.
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Disruptions in the supply of raw materials, consutnia goods or other key product components, or issassociated with their quality fror
our single source suppliers, could result in delagsdifficulties successfully launching our ePlexstem or a significant disruption in sales
and profitability.

We must manufacture or engage third parties to faature components of our products in sufficierarmities and on a timely basis,
while maintaining product quality, acceptable maetiiring costs and complying with regulatory regoients. Our instrument systems and
certain critical components are custom-made by arfgw outside suppliers. In certain instancesanet our customers have a sole source
supply for certain key products, product componants$ ancillary items used to run our tests. If weeumable to satisfy our forecasted demand
from existing suppliers for our products, or weoar customers are unable to find alternative sepplior key product components or ancillary
items at reasonably comparable prices, it coule fzamaterial adverse effect on our financial ceoiand results of operations. Additionally,
we have entered into supply agreements with mostup$uppliers of strategic reagents and part&ljp énsure component availability and
flexible purchasing terms with respect to the pasghof such components. If our suppliers discoatpreduction of a key component for one
or more of our products, we may be unable to ifieoti secure a viable alternative on reasonablageor at all, which could limit our ability
manufacture our products.

In determining the required quantities of our pratdiand the manufacturing schedule, we must makdfisiant judgments and
estimates, based on seasonality, inventory legaftsent market trends and other related factorsaBse of the inherent nature of estimates an
our limited experience in marketing our produdteré could be significant differences between stin@tes and the actual amounts of
products we require. This can result in shortafjeifail to anticipate demand, or excess inventorg write-offs if we order more than we
need.

Reliance on third-party manufacturers entails tiskvhich we would not be subject if we manufactutteese components ourselves,
including:

< reliance on third parties for regulatory compliaace quality assuranc

e possible breaches of manufacturing agreementsebthitd parties because of factors beyond our of

e possible regulatory violations or manufacturingkpeons experienced by our suppli

e possible termination or non-renewal of agreeméptthird parties, based on their own busineswifigs, at times that are costly or
inconvenient for us;

« the potential obsolescence and/or inability of suyppliers to obtain required compone

» the potential delays and expenses of seeking ateesources of supply or manufacturing serv

« the inability to qualify alternate sources with@mpacting performance claims of our prodi

« reduced control over pricing, quality and timelyidkery due to the difficulties in switching to afteate suppliers or assemblers;
e increases in prices of raw materials and key corapts

The manufacturing operations for our test cartridgge highly technical processes involving unigueprietary techniques. In addition,
the manufacturing equipment we use would be caosthgpair or replace and could require substalg#ad time to repair or replace. Any
interruption in our operations or decrease in ttoelpction capacity of our manufacturing facilitytbe facilities of any of our suppliers
because of equipment failure, natural disasters agearthquakes, tornadoes and fires, or otherwimdd limit our ability to meet customer
demand for our products and would have a matediadime effect on our business, financial conditiod results of operations. In the event of
a disruption, we may lose customers and we maynbbla to regain those customers thereafter. Ouranse may not be sufficient to covel
of our potential losses and may not continue tav@élable to us on acceptable terms, or at all.

Our quarterly revenue and operating results may yasignificantly and we may experience constraintsiefficiencies caused by
unanticipated acceleration and deceleration of coster demand.

Revenue from our infectious disease products fatettibased upon the occurrence of related outbagmkshanges in testing
recommendations. Influenza and other respiratdgted outbreaks are usually more concentratedditst and fourth quarters of the year.
New information or the introduction of advancedatraent options with respect to a particular diseaag also affect related testing. Althot
certain infectious disease outbreaks tend to oeadh year, the timing, severity and length of thiesielents varies from one year to another
can vary across different patient populations.ddion, we may not
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accurately predict changes to infectious diseagt@terecommendations affecting our products. Assalt, we may not be able to accurately
forecast sales from our infectious disease products

Also, unanticipated changes in customer demanduoproducts may result in constraints or inefficies related to our manufacturing,
sales force and implementation resources and astmaitive infrastructure. These constraints or inefhcies may adversely affect us as a re
of delays, lost potential product sales or lossusfent or potential customers due to their dis&attion. Similarly, over-expansion or
investments in anticipation of growth that doesmaterialize, or develops more slowly than we expmauld harm our financial results and
result in overcapacity.

We face intense competition from established anavr@mpanies in the molecular diagnostics field aexipect to face increased competition
in the future.

The markets for our technologies and products fgyhcompetitive and we expect the intensity ofnpetition to increase. We compete
with many companies in the United States engagéukinlevelopment, commercialization and distributd similar products intended for
clinical molecular diagnostic applications. Categeiof our competitors include:

e companies developing and marketing multiplexanolar diagnostics systems, including: Luminex; dighere, Inc.; bioMerieux,
which recently acquired BioFire Diagnostics, Ir@iagen NV; Abbott Molecular Diagnostics, a divisiohAbbott Laboratories;
Hologic, Inc. and Cepheid;

« large hospital-based laboratories and referéaim@ratories who provide large-scale testing utiivegr own proprietary testing
methods, including Quest Diagnostics Incorporatetilaaboratory Corporation of America; and

e companies that manufacture laboratory-based &gt analyzers, including: Cepheid; Siemens; Holdgc.; Qiagen NV;
bioMérieux; Roche Diagnostics, a division of F. fiefnn-La Roche Ltd.; and Abbott Molecular Diagnosti

Our diagnostic tests also face competition fronotatory developed tests, or LDTs, developed byonatiand regional reference
laboratories and hospitals. Although the FDA hasésl draft guidance related to LDTs, LDTs may notently be subject to the same
regulatory requirements, including those requicfgical trials and FDA review and clearance orrappl that may apply to our diagnostic
products.

We anticipate that we will face increased compmiitn the future as new companies enter the mavitetnew technologies, our
competitors improve their current products and exipheir menu of diagnostic tests, and as we expandperations internationally. Many of
our current competitors, as well as many of oueptial competitors, have greater name recognitimore substantial intellectual property
portfolios, longer operating histories, signifidgrgreater resources to invest in new technologiese substantial experience in new product
development, greater regulatory expertise, and mxtensive manufacturing and distribution capaefditit is critical to our success that we
anticipate changes in technology and customer reiapgints and successfully introduce enhanced angatitime technology to meet our
customers’ and prospective customers’ needs anelytibasis.

We may be unsuccessful in expanding sales of owdurct offerings outside the United States.

Assuming we receive the applicable regulatory apgisy we plan to offer our molecular diagnosticdurats in European and other
international markets in the near future. We intemdtilize a direct sales and technical suppamtrtén certain key European countries, which
we expect will be augmented by marketing partnedsdistributors in other strategic areas as we mxjr@ernationally. We have introduced
our XT-8 system to key opinion leader sites ina@ertountries as we establish our technology andioetests within these markets in
preparation for the international launch of oureeRhstrument system. If we are unable to estalfistinfrastructure or recruit highly qualified
personnel to support our direct sales and suppganization, or if we are unsuccessful in develg@mwareness and acceptance of our produc
and technology internationally, our future finangarformance would be adversely affected. Furtleeemany distributors we establish may
commit the necessary resources to market andwefiroducts to meet our expectations. If distrilbsito not perform adequately or in
compliance with applicable laws and regulationpanticular geographic areas, or if we are unabledate distributors in particular geographic
areas, our ability to realize revenue growth basedales outside the United States would be harmed.

In order to market our products in the Europearod@nd many other foreign jurisdictions, we, or digtributors or partners, may be
required to meet and/or comply with numerous angling regulatory requirements before selling owdarcts in such jurisdiction, including
safety and efficacy and governing, among othegthiclinical studies and commercial sales andidigion of our products. The approval
procedure varies among countries and can involdé@iadal testing. The regulatory approval procesgtsiole the United States may include all
of the risks associated with obtaining FDA approeaal
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well as additional risks. We may not obtain appte¥@m regulatory authorities outside the Unitddt&s on a timely basis, if at all, which
could harm our ability to expand into markets algdihe United States.

The regulatory clearance or approval process forteén products is expensive, time consuming and ent&in, and the failure to obtain and
maintain required clearances or approvals could peat us from commercializing our products.

We are investing significantly in the research dadelopment of our ePlex instrument and its relatetecular diagnostic tests to
expand our future product offerings. Our molecdiagnostic products, including our ePlex systentl, iquire 510(k) clearance or pre-market
approval by the FDA prior to their marketing fomamercial use in the United States. For internationenmercialization, the classification of,
and the regulatory pre-market requirements for,,oolecular diagnostic products vary from countrgoointry. There are a number of potentia
risks associated with the regulatory review proesder our products in development. For examplgulegory authorities may require that we
conduct additional studies that could impact th&t essociated with product development and couterpially delay commercial launch of the
product. In addition, we may be unsuccessful iriliig regulatory clearance for all of our desim#&nded uses for our products or product
approval or clearance within certain jurisdictions.

The regulatory environment is constantly evolviRgr example, the FDA conducted a review of therpegket clearance process in
response to internal and external concerns regatba510(k) program and, in January 2011, annau@beaction items designed to make the
process more rigorous and transparent. Some dof fhreposals, if enacted, could impose additiorgllegory requirements for device
manufacturers which could delay our ability to abtaew 510(k) clearances, increase the costs optiante or restrict our ability to maintain
our current clearances. Similarly, the Europearobnor EU, is proposing to update the Europeandire 98/79/EC onin vitro diagnostic
medical device, or IVD Directive (IVDD), that coulchpact the classification of our molecular diagioproducts and result in additional
regulatory requirements, which could delay ourigbib CE Mark our products. Delays in receipt@f failure to obtain, clearances or
approvals for future products, including our eRlestrument and products that are currently in desigdevelopment, would result in delayed,
or no, realization of revenues from such produntsia substantial additional costs, which couldrdase our profitability.

We must also comply with the applicable FDA andeign regulatory agency post-market requirementgy. failure to maintain post-
market compliance with FDA or foreign regulatorgu@ements could harm our business, operationgpafidancial condition.

We derive revenues from the sale of research uye @nRUO, tests, which are not intended for diagfit purposes. Clinical
laboratories are regulated under the Clinical Latmy Improvement Amendments of 1988, or CLIA, amaly validate the clinical diagnostic
use of a laboratory developed test, or LDT, spealify for use in their laboratory using any labepedducts. FDA has traditionally practiced
enforcement discretion regarding the use of the $ BT clinical diagnostic purposes. However, theARas recently promulgated draft
guidance which outlines stringent regulatory reguients for CLIA labs in order to use LDTs for dtiali diagnostic application. These
proposed requirements, if implemented, may reaudt significant reduction in the sale of our RU©@darcts, which could reduce our revenues
and adversely affect our operations and/or findrogiadition.

Our products could infringe patent rights of othergshich may require costly litigation and, if we amot successful, could cause us to pay
substantial damages or limit our ability to comméatize our products

Our commercial success depends on our ability telde, manufacture and market our systems anddesitsise our proprietary
technology without infringing the patents and othesprietary rights of third parties. As the mollewiagnostic industry expands and more
patents are issued, the risk increases that thayebe patents issued to third parties that retatait products and technology of which we are
not aware or that we must challenge to continueoperations as currently contemplated. Our produetg infringe or may be alleged to
infringe these patents.

The patent positions of medical device companiasbeshighly uncertain and involve complex legal &éaatual questions for which
important legal principles remain unresolved. Nagistent policy regarding the breadth of claimewaéld in patents in these fields has eme
to date in the United States or in many foreigisjlictions. Both the U.S. Supreme Court and therCafuAppeals for the Federal Circuit have
made, and will likely continue to make, changebdw the patent laws of the U.S. are interpreted.example, three recent Supreme Court
cases, Association for Molecular Pathology et aMyriad Genetics, Inc., et al., Mayo Collaboratiservices v. Prometheus Laboratories and
Alice v. CLS Bank, have introduced additional qums regarding the patentability of isolated natyraccurring genes and gene fragments,
proteins, peptides, natural products, and relai@ghdstic and therapeutic methods which are likelye resolved only through continued
litigation. The overall impact of these decisiomsl @thers on the molecular diagnostics industryaiesmuncertain and our interpretation of the
scope of these rulings on existing or future patemy be inaccurate.
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There is a significant amount of uncertainty regagdhe extent of patent protection and infringem@ompanies may have filed
pending patent applications that cover technologieéncorporate in our products. As a result, weld¢de subjected to substantial damages fc
past infringement or be required to modify our pratd or stop selling them if it is ultimately deteéned that our products infringe a third
party’s proprietary rights. Even if we are succeksf defending against potential intellectual pedy infringement claims, we could incur
substantial costs in doing so. Any litigation rethto such claims could consume our resourceseautitd significant damages, royalty
payments or an injunction on the sale of certaodpcts. Any additional licenses to patented teabmyoktould obligate us to pay substantial
additional royalties, which could adversely impawt product costs and harm our business.

If our customers are not adequately reimbursed @ntpensated for the use of our products we may hdiiculty selling our products.

Our ability to sell our products depends in partlmextent to which reimbursement related to periiog tests using our products is
available from governmental authorities, such aglivire and other governmental programs, privaterarsce plans, managed care
organizations and other organizations. There ageiog efforts by governmental and third-party paytercontain or reduce the costs of
healthcare coverage. In addition, efforts to reftimmhealthcare delivery system in the United Stated Europe has increased pressure on
healthcare providers to reduce costs, which hasyim increased pressure on medical device manuas to decrease prices charged for thei
products. If purchasers or users of our produasat able to obtain adequate reimbursement focdkeof using our products, either directly
or indirectly, they may forego or reduce their fhase and use of our products.

Obtaining coverage and reimbursement approval fopduct from each government or third-party paga time consuming and costly
process that could require us to provide supposaigntific, clinical and cost-effectiveness datathe use of our product to each government
or thirdparty payor. We may not be able to provide datéiceifit to gain acceptance with respect to coveaygkreimbursement. For examj
Medicare and Medicaid generally do not reimburs®igiers who use our Warfarin Sensitivity Test. tldiéion, eligibility for coverage does r
imply that any product will be covered and reimlearén all cases or reimbursed at a rate that almwsotential customers to make a profit or
even cover their costs. Further, third-party payoay choose to reimburse our customers per testlmsindividual biomarker detection,
rather than on the basis of the number of resifengby the test. This may result in reference tatmries, public health institutions and
hospitals electing to use separate tests to séoe@ach disease or condition so that they caniveceimbursement for each test they conduct.
In that event, these entities may purchase sep@siefor each disease, rather than products,asiohirs, that can be used to return highly
multiplexed test results.

Our credit facility requires that we satisfy certaimilestones in order to access funding and conwiestrictions that limit our flexibility in
operating our business.

In January 2015, we entered into a loan and sgcgiteement with General Electric Capital Corporatind certain other lenders.
Pursuant to the agreement, we may borrow up tan§illion by March 31, 2015 and up to an addition2b$nillion if we timely satisfy certain
regulatory requirements related to our ePlex systeraddition, we have access to up to $5 millioder a revolving credit facility, subject to
certain conditions and a defined borrowing basedffail to satisfy the conditions to funding unadeir credit facility, including, but not limite
to, as a result of the failure to timely achieve ithentified regulatory milestones, we may not hidneeability to borrow certain amounts under
our credit facility.

In addition, we must comply with certain affirmatiand negative covenants under our credit faciligluding covenants that limit or
restrict our ability to, among other things:

e incur additional indebtedness or issue certaingorefl share

e pay dividends on, repurchase or make distributinmespect of, our capital stock or make othenrietsd payment
* make certain investments or acquisitit

» sell certain asse

» create liens, (

» enter into certain transactions with our affilia

If we default under the agreement, because of arav breach or otherwise, the outstanding amdhetsunder could become
immediately due and payable and the lenders ceuidibate all commitments to extend further finagcin
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If we are unable to obtain, maintain and enforcetwllectual property protection covering our prodggtothers may be able to make, use or
sell products substantially the same as ours, whictuld adversely affect our ability to compete hetmarket.

Our commercial success is dependent in part onrohgg maintaining and enforcing intellectual prageights, including our patents
and other intellectual property rights. If we areble to obtain, maintain and enforce intellecpraperty protection covering our products,
others may be able to make, use or sell produatsatie substantially the same as ours without iimgythe sizeable development and licensing
costs that we have incurred, which would advera#lsct our ability to compete in the market.

We seek to obtain and maintain patents and otheliéntual property rights to restrict the abildf/others to market products that
compete with our products. Currently, our patentfpbo is comprised on a worldwide basis of appneately 130 owned and exclusively
licensed patents and approximately 25 additionatjpe applications. In general, patents have a tdrat least 20 years from the application
filing date or earlier claimed priority date. A maty of our issued and exclusively licensed paere scheduled to expire by 2021, with
approximately one half of the patents expiring By& Several of our pending applications have titergial to mature into patents that may
expire between 2028 and 2034. However, not alhefending or future patent applications ownedricensed to us are guaranteed to me
into patents, and, moreover, issued patents owned licensed to us now or in the future may benfibby a court to be invalid or otherwise
unenforceable. Also, even if our patents are deterthby a court to be valid and enforceable, thay mot be sufficiently broad to prevent
others from marketing products similar to ours esigning around our patents, despite our patehtsjgor provide us with freedom to operate
unimpeded by the patent rights of others.

We also rely on trade-secret protection to pradeictinterests in proprietary knoew and for processes for which patents are diffio
obtain or enforce. We may not be able to protecti@made secrets adequately. We have limited cootret the protection of trade secrets used
by our licensors, collaborators and suppliers. éutih we use reasonable efforts to protect our tsadeets, our employees, consultants,
contractors, outside scientific collaborators attteoadvisors may unintentionally or willfully disse our information to competitors.
Enforcing a claim that a third party illegally oltad and is using any of our trade secrets is esiperand time consuming, and the outcome is
unpredictable. In addition, courts outside the EhiStates are sometimes less willing to protedetsecrets. We rely, in part, on ndisclosure
and confidentiality agreements with our employeessultants and other parties to protect our tsedeets and other proprietary technology.
These agreements may be breached and we may reoataguate remedies for any breach. Moreover,othay independently develop
equivalent proprietary information, and third pestmay otherwise gain access to our trade secréfgraprietary knowledge. Any disclosure
confidential data into the public domain or to thiarties could allow our competitors to learn wade secrets and use the information in
competition against us.

We are subject to various federal and state lawdgiaing to health care fraud and abuse, includinanti-kickback, selfreferral, false claims
and fraud laws, and any violations by us of suctwis could result in fines or other penalties.

Our commercial, research and other financial refetnips with healthcare providers and institutiaressubject to various federal and
state laws intended to prevent health care fraddadse. The federal anti-kickback statute prohidhie knowing offer, receipt or payment of
remuneration in exchange for or to induce the refaf patients or the use of products or servibas would be paid for in whole or part by
Medicare, Medicaid or other federal health carggpams. Remuneration has been broadly defined tada@anything of value, including cash,
improper discounts, and free or reduced price itentsservices. Many states have similar laws thillyato their state health care programs as
well as private payors. Violations of the anti-kielck laws can result in exclusion from federal theedre programs and substantial civil and
criminal penalties.

The federal False Claims Act, or the FCA, imposasility on persons who, among other things, presercause to be presented false ol
fraudulent claims for payment by a federal headtteqorogram. The FCA has been used to prosecuenzesubmitting claims for payment t
are inaccurate or fraudulent, that are for servit#grovided as claimed, or for services thatrertemedically necessary. We have impleme
procedures designed to ensure our compliance eligwvant legal requirements. Nevertheless, if ouketing, sales or other arrangements,
including our reagent rental arrangements, wererdehed to violate anti-kickback or related lawssluding the FCA, then our revenues could
be adversely affected, which would likely harm business, financial condition and results of openat

The Patient Protection and Affordable Care Actam&nded by the Health Care and Education Recaimilidct, or the PPACA, also
imposes new reporting and disclosure requiremantiewice manufacturers for payments to healthcareigiers and ownership of their stock
by healthcare providers. Further, the PPACA, amathgr things, amends the intent requirement oféderal anti-kickback and criminal
healthcare fraud statutes. A person or entity @am Ime found guilty under the PPACA without actuabwledge of the statute or specific intent
to violate it. In addition, the PPACA provides tlila¢ government
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may assert that a claim including items or serviesslting from a violation of the federal antikimck statute constitutes a false or fraudulen
claim for purposes of the false claims statutes:dhruary 2013, CMS released the final rule impleting the federal Physician Payments
Sunshine Act, or the Sunshine Act. The law requiertain pharmaceutical, biologic, and medical devhanufacturers to annually report to
CMS payments or other transfers of value they &irid physicians and teaching hospitals. Theseraparting requirements took effect on
August 1, 2013. Failure to submit required inforimatmay result in significant civil monetary penedt We expect compliance with the
PPACA and Sunshine Act to impose significant adstiative and financial burdens on us.

In addition, there has been a recent trend of aszré federal and state regulation of payments negpleysicians for marketing. Some
states, such as California, Massachusetts and \feymandate implementation of corporate compligmmograms, along with the tracking and
reporting of gifts, compensation and other remut@nao physicians. The shifting commercial compdea environment and the need to build
and maintain robust and expandable systems to gowifii different compliance and/or reporting re@mirents in multiple jurisdictions
increase the possibility that a healthcare compaay run afoul of one or more of the requirements.

State and federal authorities have aggressivefjetad medical device companies for alleged viatatiof these anti-fraud statutes, base
on improper research or consulting contracts witttars, certain marketing arrangements that relyauame-based pricing, off-label
marketing schemes and other improper promotioredtimes. Companies targeted in such prosecutiores pid substantial fines in the
hundreds of millions of dollars or more, have b&®ned to implement extensive corrective actiomplaand have often become subject to
consent decrees severely restricting the mannghich they conduct their business. If we becomedhget of such an investigation or
prosecution based on our contractual relationshitisproviders or institutions, or our marketingdgoromotional practices, we could face
similar sanctions which would materially harm ousimess.

Once we commence commercial operations outsid&tited States, we will be subject to the U.S. FgmeCorrupt Practices Act, or
the FCPA, and other countries’ anti-corruption/dmtbery regimes, such as the U.K. Bribery Act. H@PA prohibits improper payments or
offers of payments to foreign governments and tb#icials for the purpose of obtaining or retaigibusiness. Safeguards we implement to
discourage improper payments or offers of paymeytsur employees, consultants, sales agents oibdigirs may be ineffective, and
violations of the FCPA and similar laws may resulsevere criminal or civil sanctions, or othebildies or proceedings against us, any of
which would likely harm our reputation, businessahcial condition and results of operations.

We are currently reliant on the commercial succaxfsour XT-8 system and its related test menu totly fund our current operations and
development programs.

We currently market our XT-8 instrument system fmd FDA-cleared diagnostic tests. In addition, lvéere several diagnostic tests in
the research, development or design stage. Weprawarily placed our XT8 systems with customers at no initial charge thhoteagent rent
agreements, under which customers generally cotorpirchase minimum quantities of test cartridge$ r@agents (consumables) over a
typical period of one to three years, with a cormgrurof the cartridge and reagent price allocate@¢over the instrument price. We also offer
our XT-8 systems for sale. We intend to continudedicate a significant portion of our resourcegtocommercialization of our XT-8 system
and its related test menu, while also dedicatiggiicant resources to the commercialization of eBlex system and the development of its
related test menu. As a result, to the extentdbaiXT-8 system and our existing and future diagpo@nd research products are not
commercially successful or are withdrawn from therket for any reason, our operating results, firdrondition and critical development
programs would be harmed and we may be requiredédk additional funding to support our ongoing afiens.

In addition, we have limited marketing, sales arstridhution experience and capabilities. Our apild achieve profitability depends on
attracting customers for our products and buildirend loyalty. To successfully perform sales, mtinkg distribution and customer support
functions ourselves, we face a number of riskduhing:

* our ability to attract and retain the skillegport team, marketing staff and sales force necgssaommercialize and gain market
acceptance for our technology and our products;

» the ability of our sales and marketing teanmdenitify and penetrate the potential customer askiding hospitals and national and
regional reference laboratories; and

« the difficulty of establishing brand recognitiondaloyalty for our product

Some hospital-based and reference laboratoriesnmiagonsider adopting our XT-8 system unless weratfbroader menu of diagnostic
tests or may choose not to convert from competjtigelucts unless and until we are able to offexragse-
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to-answer instrument solution, such as our ePlstxument. In addition, in order to commercializeé products, we are required to undertake
time consuming and costly development activitiesluding clinical studies for which the outcomaiigertain. Products that appear promising
during early development and preclinical studiey manetheless, fail to demonstrate the resultdextéo support regulatory approval or, if
approved, may not generate the demand we expeet. éfre unable to effectively compete with our X$y8tem and its related test menu, our
revenues and our ability to achieve profitabilitijl Wwe significantly impaired.

Legislative or regulatory healthcare reforms mayVea material adverse effect on our business anslitts of operations

Federal and state governments in the United Séméegndertaking efforts to control growing healtineccosts through legislation,
regulation and voluntary agreements with mediced gaoviders and third-party payors. In March 20@06ngress enacted the PPACA. While
the PPACA involves expanding coverage to more iddizlis, it includes new regulatory mandates andratireasures designed to constrain
medical costs. Among other requirements, the PPAQ#oses a 2.3% excise tax on sales of medical devig manufacturers that is expected
to cost the medical device industry up to $20dmillover the decade following its effectiveness.abde& devices include any medical device
defined in Section 201(h) of the FDCA and intenfl#duse by humans, with limited exclusions for dea purchased by the general public at
retail for individual use. There is no exemption $mall companies, and we began paying the taR182Complying with PPACA may
significantly increase our tax liabilities and cswhich could adversely affect our business amartial condition.

In August 2011, President Obama signed into lavBiidget Control Act of 2011, which among other fsncreated automatic
reductions to several government programs, inctydijgregate reductions to Medicare payments toigheoy of up to 2% per fiscal year. In
January 2013, the American Taxpayer Relief Act@f2 or the ATRA, delayed for another two montreslindget cuts mandated by these
sequestration provisions of the Budget Control &@011. In March 2013, President Obama signedkanuive order implementing
sequestration, and in April 2013, the 2% Medicargmpent reductions went into effect. The ATRA aBmong other things, reduced Medicare
payments to several providers, including hospiiaisaging centers and cancer treatment centerspaneased the statute of limitations period
for the government to recover overpayments to jgieng from three to five years. We expect that amtthd state and federal healthcare reform
measures will be adopted in the future, any of Witiculd limit the amounts that federal and stateegoments will pay for healthcare products
and services, which could result in reduced denfi@andur products or additional pricing pressure.

We have a history of net losses, and we may nechieve or maintain profitability.

We have a history of significant net losses arichédd history commercializing our molecular diagtio products. We obtained FDA
clearance for our first generation molecular diagieesystem in 2006, and commenced a limited mengetffort for this system. We initially
offered our XT-8 system and our Warfarin Sensiiviest in July 2008, our Cystic Fibrosis Genotypiregst in July 2009, our Thrombophilia
Risk Test in April 2010, and our Respiratory ViRdnel in September 2012. Our net losses were appaiely $38.3 million and $33.6 million
for the years ended December 31, 2014 and 20Epecédvely. As of December 31, 2014 , we had anractated deficit of $262.5 million .
We expect to continue to incur significant experfseshe foreseeable future in connection with ongoing operations, primarily related to
commercial organization (sales and marketing),ax$eand development and regulatory activitiesnta@iing our existing intellectual
property portfolio, obtaining additional intelleetiyproperty rights and investing in corporate isfracture. We cannot provide any assurance
that we will achieve profitability and, even if vaehieve profitability, that we will be able to saist or increase profitability on a quarterly or
annual basis. Further, because of our limited comialézation history and the rapidly evolving natwf our target market, we have limited
insight into the trends that may emerge and affactbusiness. We may make errors in predictingraadting to relevant business trends, w
could harm our business and financial condition.

We may need to raise additional funds in the futuand such funds may not be available on a timegsis, or at all.

Until such time, if ever, as we can generate pasitiash flows from operations, we will be requitedinance our operations with our
cash resources. We may need to raise additiondbsfiumthe future to support our operations. We oaibe certain that additional capital will
available as needed, on acceptable terms, or. dt @k require additional capital at a time whaméstment in our company, in molecular
diagnostics companies, or the marketplace in géiselieited, we may not be able to raise such fuatlithe time that we desire, or at all. If we
do raise additional funds through the issuancegaftg or convertible securities, the percentage enship of holders of our common stock
could be significantly diluted. In addition, newlsued securities may have rights, preferencesivilgges senior to those of holders of our
common stock. If we raise additional funds throaghHaborations and licensing arrangements, we cbelcequired to relinquish significant
rights to our technologies and products, or graehlkses on terms that are not favorable to us.
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If we are unable to retain key employees or hired#tbnal skilled employees, we may be unable toiaek our goals

Our performance is substantially dependent on énBppmance of our senior management. Competitiondfe management personnel is
intense and we may not be able to recruit andrréle personnel we need. Our senior managers oaingge their relationship with us at any
time. The loss of services of any of these keyguers| could significantly reduce our operationd¢etiveness and investor confidence and ou
stock price could decline. We do not maintain kegnrtife insurance on any of our employees.

In addition, our product development and marketfigrts could be delayed or curtailed if we arehlado attract, train and retain hig
skilled technical employees and scientific advisdisexpand our research, product development amanercial efforts, we will need to retain
additional people skilled in areas such as eleb#otcal and molecular science, information techggleananufacturing, sales, marketing and
technical support. Because of the complex and teahnature of our systems and the dynamic markeitich we compete, any failure to
attract and retain a sufficient number of qualifeedployees could materially harm our ability to eley and commercialize our technology.
may not be successful in hiring or retaining qirdifpersonnel, and any failure to do so could fear®terial adverse effect on our business,
financial condition and results of operations.

We and our suppliers, contract manufacturers andstamers are subject to various governmental regigdas, and we may incur significant
expenses to comply with, and experience delaysuinmoduct commercialization as a result of, thessgulations.

Our manufacturing processes and facilities andetlidsome of our contract manufacturers must comjtly the federal Quality System
Regulation, or QSR, which covers the proceduresdaedmentation of the design, testing, productbmmtrol, quality assurance, labeling,
packaging, sterilization, storage and shippingwfdevices. The FDA enforces the QSR through pariadnounced and/or unannounced
inspections of manufacturing facilities. We and oontract manufacturers have been, and anticipateeifuture being, subject to such
inspections, as well as to inspections by otheer@dand state regulatory agencies.

We must also file reports of device corrections erdovals and adhere to the FDA'’s rules on labedimgj promotion. The FDA and
other agencies actively enforce the laws and réigukaprohibiting the promotion of off-label usesid a company that is found to have
improperly promoted off-label uses may be subjedignificant liability, including substantial mdiaey penalties and criminal prosecution.

Failure to comply with applicable FDA requiremerds)ater discovery of previously unknown problewith our products or
manufacturing processes, including our failureherfailure of one of our contract manufacturersai@ satisfactory corrective action in
response to an adverse QSR inspection, can rasaltnong other things:

e administrative or judicially imposed sanctic

e injunctions or the imposition of civil penalti

< recall or seizure of our produc

« total or partial suspension of production or disition;

< withdrawal or suspension of marketing clearancespprovals
e clinical holds

e warning letters

» refusal to permit the import or export of our protiy ant

e criminal prosecutiol

Any of these actions, in combination or alone, dquievent us from marketing, distributing or seliour products and would likely
harm our business.

In addition, a product defect or regulatory viadaticould lead to a government-mandated or volunmgegll by us. We believe that the
FDA would request that we initiate a voluntary fleifa product was defective or presented a riskjury or gross deception. Regulatory
agencies in other countries have similar authaadtecall devices because of material deficiencredefects in design or manufacture that c
endanger health. Any recall would divert manageraéention and financial resources, could causetite of our shares of common stock to
decline and expose us to product liability or ottlaims,
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including contractual claims from parties to whom sold products, and harm our reputation with qusts. A recall involving our XT-8
system or our diagnostic tests would be particylaarmful to our business and financial results.

The use of our diagnostic products by our custornseastso affected by CLIA and related federal atadesregulations that provide for
regulation of laboratory testing. CLIA is intendidensure the quality and reliability of clinicabloratories in the United States by mandating
specific standards in the areas of personnel deatiibns, administration, participation in profioy testing, patient test management, quality
assurance, quality control and inspections. Cuweffuiture CLIA requirements or the promulgatioraditional regulations affecting
laboratory testing may prevent some laboratoriesfusing some or all of our diagnostic products.

If our products do not perform as expected or thdiability of the technology on which our productse based is questioned, our operati
results and business would suffer.

Our success depends on the magetinfidence that we can provide reliable, highligyanolecular diagnostic products. We believet
customers in our target markets are likely to b#iadarly sensitive to product defects and errés a result, our reputation and the public
image of our products and technologies will be iiigantly impaired if our products fail to perforas expected. Although our diagnostic
systems are designed to be user friendly, the immethey perform are complex and our products deelop or contain undetected defects ol
errors.

We currently manufacture our proprietary test édgts at our Carlsbad, California manufacturinglitgc We outsource manufacturing
of our XT-8 system and much of the disposable carepbmolding for our test cartridges. In 2012, werfalized our relationship with Leica
Biosystems Melbourne Pty Ltd., or Leica, the cacttraanufacturer of our XT-8 instrument system. bepecializes in manufacturing of
electronic and electromechanical devices for medisa. While we work closely with Leica to ensuomtinuity of supply while maintaining
high quality and reliability, we cannot guaranteattthese efforts will be successful. We curreatiicipate manufacturing the proprietary test
cartridges for our ePlex system, and outsourcieghtanufacture of our ePlex system to a third padypufacturing partner.

If we experience a material defect or error in ahgur current or future products, it could resalthe loss or delay of revenues,
increased costs, delayed or reduced market acaeptdamaged reputation, diversion of developmeditraanagement resources, legal and/or
regulatory claims, recalls, increased insurancésamsincreased service and warranty costs, amhath could materially harm our business,
financial condition and results of operations.

We also face the risk of product liability expostetated to the sale of our products. We currecdlyy product liability insurance that
covers us against specific product liability claivée also carry a separate general liability andhnetia policy that covers us against certain
claims but excludes coverage for product liabil&ypy claim in excess of our insurance coveragdoowhich we do not have insurance
coverage, would need to be paid out of our castrves, which would harm our financial condition. Wémnot assure you that we have
obtained sufficient insurance or broad enough @yeto cover potential claims. Also, we cannot isgau that we can or will maintain our
insurance policies on commercially acceptable teonat all. A product liability claim could sigmifintly harm our business, financial
condition and results of operations.

We may not be able to correctly estimate or contvat future operating expenses, which could leaddash shortfalls.

Our operating expenses may fluctuate significaintihe future as a result of a variety of factongny of which may be outside of our
control. These factors include, but are not limited

» the time and resources required to developcanduct clinical studies and obtain regulatory ideaes for, additional diagnostic
tests;

« the expenses we incur for research and developragquired to maintain and improve our technolaggluding developing our
ePlex system;

» the costs of preparing, filing, prosecuting,atefing and enforcing patent claims and other patdated costs, including litigation
costs and the results of such litigation;

* the expenses we incur in connection with commezeiibn activities, including product marketinglesaand distribution expens
» the expenses we incur in licensing technologies fiioird parties to expand the menu of diagnoséssstwe plan to offe

e our sales strategy and whether the revenuesdades of our test cartridges or X8Tsystem will be sufficient to offset our expen
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e the costs to attract and retain personnel wittsHilés required for effective operations; i
« the costs associated with being a public comj

Our budgeted expense levels are based in partroexpectations concerning future revenues fromssafl®ur XT-8 system and its
related test menu, as well our assessment of theefinvestments needed to expand our commeragahization and support research and
development activities in connection with our eRdgstem. We may be unable to reduce our expenditnra timely manner to compensate for
any unexpected events or a shortfall in revenueoAtingly, a shortfall in demand for our productother unexpected events could have an
immediate and material impact on our business enaah¢ial condition.

We incur costs and demands upon management as alte$ complying with the laws and regulations afféng public companies in the
United States, and failure to comply with these kwaould harm our business and the price of our commstock.

As a public company listed in the United Statesjmnear significant legal, accounting and other exges. In addition, changing laws,
regulations and standards relating to corporategmnce and public disclosure, including regulatiomplemented by the SEC, the Public
Company Accounting Oversight Board (PCAOB), and WA DAQ Global Market, may increase our legal ainérficial compliance costs a
make some activities more time consuming. Thess,laggulations and standards are subject to vaigtegoretations and, as a result, their
application in practice may evolve over time as igeidance is provided by regulatory and governiadiés. We intend to invest resources to
comply with evolving laws, regulations and standaahd this investment may result in increased rg¢éia@d administrative expenses and a
diversion of management’s time and attention frerenue-generating activities to compliance acésitif we nevertheless fail to comply with
new laws, regulations and standards, regulatofyaaities may initiate legal proceedings againsamng our business may be harmed.

Economic conditions and an uncertain economic outlbomay adversely impact our business, results ofragions, financial condition ot
liquidity.

Global economic conditions may remain challengingd ancertain for the foreseeable future. Theseitiond not only limit our access
to capital but also make it extremely difficult four customers, our vendors and us to accuratedgést and plan future business activities,
they could cause U.S. and foreign businesses amilinters to slow spending on our products and ssyiehich would delay and lengthen
sales cycles. Some of our customers rely on govenhnesearch grants to fund technology purchasesghtive trends in the economy affect
the government’s allocation of funds to researcbre may be less grant funding available for ceréiour customers to purchase technologie
from us. Certain of our customers may face chaltergaining timely access to sufficient credit oyratherwise be faced with budget
constraints, which could result in decreased pwesaf our products or in an impairment of theilitglto make timely payments to us. If our
customers do not make timely payments to us, welmagquired to assume greater credit risk relatirthose customers, increase our
allowance for doubtful accounts, and our days salgstanding would be negatively impacted. Althoughmaintain allowances for doubtful
accounts for estimated losses resulting from thbility of our customers to make required paymentsmay not continue to experience the
same loss rates that we have in the past. Additjgrihese economic conditions and market turbudemay also impact our suppliers, causing
them to be unable to supply in a timely mannerisigfiit quantities of customized components, theigipairing our ability to manufacture on
schedule and at commercially reasonable costs.

We are exposed to risks associated with long-liged intangible assets that may become impaired agsllt in an impairment charge.

The carrying amounts of long-lived and intangitdsets are affected whenever events or changeximttances indicate that the
carrying amount of any asset may not be recoverdblese events or changes might include an inaldisuccessfully deliver an instrument to
the marketplace and attain customer acceptandgrage in the rights or use of licensed intellecpraperty, adjustments to our depreciation
assumptions, or other matters. Adverse eventsanggs in circumstances may affect the estimatedaiiged future cash flows expected to be
derived from long-lived and intangible assetstlamy time we determine that an impairment has weduwe will be required to reflect the
impaired value as a charge, resulting in a redndtiearnings in the quarter such impairment isfified and a corresponding reduction in our
net asset value. In the past we have incurrediratigk future we may incur, impairment charges. &ample, during the year ended
December 31, 2013, we recorded an impairment ctar§i2.6 million related to previously capitalizedyments made under the terms of a
license agreement, which we terminated in Decer®®&8. A material reduction in earnings resultirmpirsuch a charge could cause us to fail
meet the expectations of investors and securitiafyats, which could cause the price of our stocltecline.
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Providing XT-8 systems to our customers through reagent remg#teements may harm our liquidity.

The majority of our XT-8 systems are provided tgtomers via “reagent rental” agreements, under hwtistomers are afforded the
right to use the XT-8 system in return for a conmaitt to purchase minimum quantities of reagentstestccartridges over a period of time.
Accordingly, we must either incur the expense ohufacturing XT-8 systems well in advance of reaggvsufficient revenues from test
cartridges to recover our expenses or obtain fhartly financing sources for the purchase of our8X3ystems. The amount of capital required
to provide these systems to customers dependsamuthber of systems placed. Our ability to generapétal to cover these costs depends on
the amount of our revenues from sales of reagemntdest cartridges sold through our reagent remgedements. We do not currently sell
enough reagents and test cartridges to recovef allr fixed expenses, and therefore we curreraieha net loss. If we cannot sell a sufficient
number of reagents and test cartridges to offsefixed expenses, our liquidity will continue to bdversely affected.

We use hazardous chemicals, biological materialglanfectious agents in our business. Any claimsatéhg to improper handling, storage
or disposal of these materials could be time consugrand costly.

Our research, product development and manufactpriocesses involve the controlled use of hazardutsrials, including chemicals,
biological materials and infectious disease agédis.operations produce hazardous waste produasafinot eliminate the risk of accidental
contamination or discharge and any resulting infuoyn these materials. We may be sued for anyynjurcontamination that results from our
use or the use by third parties of these mate@aid,our liability may exceed our insurance coveragd our total assets. Federal, state and
laws and regulations govern the use, manufacttosgge, handling and disposal of these hazardotsrigia and specified waste products, as
well as the discharge of pollutants into the envinent and human health and safety matters. Ountipes are regulated and may require that
environmental permits and approvals be issued plicagble government agencies. Compliance with emvirental laws and regulations may
expensive and may impair our research, developarahproduction efforts. If we fail to comply withdse requirements, we could incur
substantial costs, including civil or criminal fsnand penalties, clean-up costs or capital expamditfor control equipment or operational
changes necessary to achieve and maintain comeligmeddition, we cannot predict the impact onlmusiness of new or amended
environmental laws or regulations or any changekenwvay existing and future laws and regulatiaesigterpreted and enforced.

Our ability to use our net operating loss carryfoands may be limited.

As of December 31, 2014, we had net operating twsNOL, carryforwards available of approximately28.4 million million for U.S.
federal income tax purposes. These loss carryfatsvaill expire in varying amounts through 2034. {8et382 of the U.S. Internal Revenue
Code of 1986, as amended, or the Code, genergligses an annual limitation on the amount of NOlLyfarwards that may be used to offset
taxable income when a corporation has undergoméfisignt changes in stock ownership. We have ddtexdththat we have experienced
multiple ownership changes under Section 382 ofltbde. Our ability to use the current NOL carryfards may also be limited by the
issuance of common stock in the future. To theregxtar use of NOL carryforwards is limited, our@mee may be subject to corporate income
tax earlier than it would if we were able to uselNearryforwards. We have recorded a full valuatidiowance against our net deferred tax
assets.

We also had non-U.S. NOL carryforwards as of Decan3i, 2014. As a result of the liquidation of Oseeé plc in the fourth quarter of
2013, our expectation is that the non-U.S. NOLydarwards will not be utilized and, therefore, weevk not accounted for them as a deferred
tax asset.

Information technology systems implementation issum security threats could disrupt our internal epations and adversely affect o
financial results.

Portions of our information technology infrastrugtumay experience interruptions, delays or cessaiti service or produce errors in
connection with ongoing systems implementation warlparticular, we have implemented an entergpéseurce planning software system.
more fully realize the potential of this system, ave continually reassessing and upgrading prosessgthis may be more expensive, time
consuming and resource intensive than planned.disryptions that may occur in the operation of #lyistem or any future systems or any
unauthorized access to our information systemsdciogrease our expenses and adversely affect dlity &b report in an accurate and timely
manner the results of our consolidated operatiomsfinancial position and cash flows and to othieenoperate our business in a secure
environment, all of which could adversely affect énancial results, stock price and reputation
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Provisions of our certificate of incorporation, oupylaws and Delaware law could make an acquisitioihour Company, which may b
beneficial to our stockholders, more difficult anthay prevent attempts by our stockholders to replaceemove the current members of our
board and management.

Certain provisions of our certificate of incorpaoatand bylaws could discourage, delay or prevanegger, acquisition or other change
of control that stockholders may consider favoraisleluding transactions in which you might othese/receive a premium for your shares.
Furthermore, these provisions could prevent ottfatis attempts by our stockholders to replace mioke members of our Board of Directors.
These provisions also could limit the price thatkistors might be willing to pay in the future farraaommon stock, thereby depressing the
market price of our common stock. Stockholders wigh to participate in these transactions may aetththe opportunity to do so. These
provisions:

« allow the authorized number of directors to be geahonly by resolution of our Board of Direct
* provide that our stockholders may remove our dineconly for caus
» establish a classified board of directors, suchrbaall members of the Board of Directors mayelseted at one tim

« authorize our Board of Directors to issue withstockholder approval up to 100,000,000 sharemofmon stock, that, if issued,
would dilute our stock ownership and could opeest@ “poison pill” to dilute the stock ownershipaopotential hostile acquirer to
prevent an acquisition that is not approved byRaerd of Directors;

e authorize our Board of Directors to issue withstockholder approval up to 5,000,000 shares @fiepred stock, the rights of which
will be determined at the discretion of the Boaf®wectors that, if issued, could operate as aspo pill” to dilute the stock
ownership of a potential hostile acquirer to prenamacquisition that is not approved by our BazfrBirectors;

e require that stockholder actions must be effectedduly called stockholder meeting or by unanimatigen consen

« establish advance notice requirements for stolddn nominations to our Board of Directors or $twckholder proposals that can be
acted on at stockholder meetings;

e limit who may call stockholder meetings; :

e require the approval of the holders of 80% ef dlutstanding shares of our capital stock entttbegbte in order to amend certain
provisions of our certificate of incorporation amglaws.

In addition, we are governed by the provisions @ftidn 203 of the Delaware General Corporation Lahich may, unless certain
criteria are met, prohibit large stockholders, antigular those owning 15% or more of the votirghts on our common stock, from merging or
combining with us for a prescribed period of time.

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

We currently operate from a facility located in [Shad, California. We do not own any real propemyf-ebruary 2010, we entered into a
lease for an approximately 31,000 square footifgdit Carlsbad, California, the term of which ariglly ran through September 2017. The
facility is part of a three-building office and ezsch and development project located at 5964 aeeRCourt, Carlsbad, California. In January
2012, we signed a lease amendment which expandezkeautive and administrative office, research @exklopment, and manufacturing
space by approximately an additional 22,000 sqfesteand extended the term of the lease through 2081. We believe that our current
leased facilities are adequate to meet our needhddoreseeable future.

Item 3. LEGAL PROCEEDINGS
We are from time to time subject to various claansl legal actions in the ordinary course of ouiiriess. We believe that there are

currently no claims or legal actions that woulds@zably be expected to have a material adversetffieour results of operations or financial
condition.
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Item 4. MINE SAFETY DISCLOSURES
Not applicable.

PART II.

Item 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Information

Our common stock has been quoted on The NASDAQ & lelarket under the symbol “GNMK” since May 28, 20Prior to that time,
our stock traded under the ticker symbol “OMH” bie London Stock Exchange. The following table &t for the indicated periods the
high and low sales prices per share of our comntmekss reported on The NASDAQ Global Market.

High Low

Year Ended Year Ended December 31, 2014

First Quarter $ 1418 $ 9.2¢
Second Quarter $ 13.6: $ 8.4¢
Third Quarter $ 13.87 $ 8.6
Fourth Quarter $ 14.1¢  $ 8.62
Year Ended Year Ended December 31, 2013

First Quarter $ 13.0: $ 8.8¢
Second Quarter $ 16.00 $ 9.2t
Third Quarter $ 125¢ % 8.7t
Fourth Quarter $ 1337 % 10.7¢

Stock Performance Graph

The graph below compares the cumulative total $tolcker returns on our common stock for the pematidated with the cumulative to
stockholder returns on the NASDAQ Composite Indea the NASDAQ Biotechnology Index for the same @eriThe graph assumes that
$100 was invested on May 28, 2010 in our commocksémd in each index and that all dividends weievested. No cash dividends have b
declared on our common stock. Stockholder retuves the indicated period should not be considemditative of future stockholder returns.
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Compare Cumulative Total Returns Among GenMark,
NASDAQ Composite Index, and NASDAQ Biotechnology
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Stockholders

The last reported sale price of common stock omigedp 20, 2015 as reported on the NASDAQ Globalkdawas $13.22. As of
February 20, 2015, there were 2,770 holders ofrdecbour common stock.

Dividend Policy

We have never declared or paid any cash dividenasiocommon stock and do not expect to pay angelids for the foreseeable
future. In addition, our loan agreement with GehEtactric Capital Corporation contains a negategenant which may limit our ability to p
dividends. We currently intend to retain any futaegnings to fund the operation, development apad®sion of our business. Any future
determination to pay dividends will be at the ddikeretion of our Board of Directors and will dedarpon a number of factors, including our
results of operations, capital requirements, fimgreondition, future prospects, contractual areangnts, restrictions imposed by applicable
law, any limitations on payments of dividends prése our current and future debt arrangements,adielr factors our Board of Directors may
deem relevant.

Item 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial datlates to GenMark Diagnostics, Inc. and its cadatéd subsidiaries. The selected
consolidated statement of comprehensive loss datepted below of GenMark Diagnostics, Inc. forythars ended December 31, 2014 ,
2013, and 2012 and the selected consolidated dmkireet data of GenMark Diagnostics, Inc. as aebBer 31, 2014 , and 2013 have been
derived from the audited consolidated financialesteents of GenMark Diagnostics, Inc., which haverbgrepared in accordance with
generally accepted accounting principles in thetdé¢hBtates, or U.S. GAAP, included elsewhere is Arinual Report. The selected
consolidated statement of comprehensive loss datepted for the years ended December 31, 2012Gf@and the selected consolidated
balance sheet data as of December 31, 2012, 20d 2040 have been derived from the audited findstéements not included in this Anni
Report.

The results for the periods shown below are noéssarily indicative of the results to be expectedahy future periods. The selected
consolidated financial data should be read togetlfithrthe “Management’s Discussion and Analysi§wfancial Condition and Results of
Operations” section and with the consolidated foiarstatements and condensed consolidated
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financial statements of GenMark Diagnostics, Imal eelated notes included elsewhere in this AnRegdort.

FIVE YEAR SELECTED FINANCIAL DATA

Years ended December 31,

2014 2013 2012 2011 2010

Consolidated Statements of
Comprehensive Loss Data: (In thousands, except per share data)
Revenue

Product revenue $ 30,32¢ $ 27,20¢ $ 20,21: $ 4,70( 2,341

License and other revenue 26€ 20C 25¢ 30¢ 22%
Total revenue 30,59 27,40¢ 20,46¢ 5,00¢ 2,56¢

Cost of revenue(1) 13,127 15,57( 11,64( 6,20¢ 3,97¢
Gross profit (loss) 17,467 11,83¢ 8,82¢ (1,197 (1,415
Operating expenses

Sales and marketing 12,62¢ 12,81¢ 6,37¢ 4,96¢ 4,55t

General and administrative (1) 12,06¢ 11,83¢ 10,80¢ 8,96( 7,41t

Research and development 31,82 22,06( 13,53¢ 8,73 6,64¢
Total operating expenses 56,52 46,71« 30,72( 22,66¢ 18,61¢
Loss from operations (39,05/) (34,880 (21,89)) (23,869) (20,03
Other income (expense):

Interest income (expense), net (2) 224 384 (48) (74) —

Therapeutic discovery credit — — — — 1,64¢

Other income (expenses) (2) (6) 897 (1€) 19 D
Total other income (expense) 21¢ 1,281 (64) (55) 1,64:
Loss before income taxes (38,83¢) (33,599 (21,959 (23,919 (18,38¢)

Income tax expense (benefit) (579 44 14¢ 52 15
Net loss $ (38,269 $ (33,649 $ (22,109 $ (23,970 (18,409
Net loss per share, basic and diluted $ (099 $ (0.95 $ (0.8 $ (1.45) (1.8¢)
Weighted average number of shares
outstanding, basic and diluted 41,34¢ 35,25! 26,21¢ 16,57: 9,797
As of December 31,
2014 2013 2012 2011 2010
(In thousands)

Consolidated Balance Sheet Data:
Cash and cash equivalents and
marketable securities(3)(4)(5)(6) $ 70,50¢ $ 105,58¢ $ 51,25( $ 30,32( 18,32¢
Total assets 91,97( 121,75: 68,01¢ 38,18¢ 26,31«
Long-term liabilities 1,65 2,34¢ 2,39 1,171 1,307
Total liabilities 13,94¢ 12,58t¢ 11,56¢ 7,552 5,247
Accumulated deficit (262,477) (224,209 (190,56¢) (168,467 (144,49)
Total stockholders’ equity (3)(4)(5)(6) 78,02« 109,16¢ 56,45( 30,63 21,06"

(1) Certain 2013 costs, totaling $324,000, presfipueported as Cost of sales have been reclassifi€seneral and administrative expenses t
better align those costs with the functional atbas benefit from those expenditures.

(2) Certain amounts included in other income axmkase in 2013 of $314,000 were reclassified interest income (expense) to better align

the true nature of the expenses.

(3) In August 2013, we issued approximately 8.Hion shares of common stock at a price of $9.84gbare. We raised approximately $81.0

million in net proceeds.

(4) In June 2012, we issued approximately 11.fanikhares of common stock at a price of $4.20spare. We raised approximately $45.1

million in net proceeds.
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(5) InJune 2011, we issued approximately 8.lionmlshares of common stock at a price of $4.25pare. We raised approximately $31.7
million in net proceeds.

(6) In June 2010, we closed our initial publicesfig, in which we sold approximately 4.6 milliomases of common stock at a price to the
public of $6.00 per share. We raised approxime#e®.6 million in net proceeds.

Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS

You should read the following in conjunction witle ' Selected Consolidated Financial Data” and thanesolidated financial statements
of GenMark and the related notes thereto that appésewhere in this Annual Report. In addition tstorical information, the following
discussion and analysis includes forward lookinf@imation that involves risks, uncertainties andwsaptions. Actual results and the timing
events could differ materially from those anticgrhby these forward looking statements as a re$ultany factors, including those discussed
under the heading “Risk Factors” included elsewhgaré¢his Annual Report. See also “Forward Lookirtgt8ments’included elsewhere in th
filing.

Overview

GenMark was formed by Osmetech as a Delaware catiporin February 2010. GenMark had no operatioits fo its initial public
offering, which was completed in June 2010. Immigdyaprior to the closing of the initial public effing, GenMark acquired all of the
outstanding ordinary shares of Osmetech in a reizgton under the applicable laws of the Uniteddtom. As a result of the reorganization,
all of the issued ordinary shares in Osmetech waneelled in consideration of: (i) the issuanceahmon stock of GenMark to the former
shareholders of Osmetech; and (i) the issuancewfshares in Osmetech to GenMark. Following tbeganization, Osmetech became a
wholly-owned subsidiary controlled by GenMark, dahd former shareholders of Osmetech received ski@snMark. Once the
reorganization became effective, all stock optigranted under the Osmetech plc 2003 U.S. Equity gamsation Plan, long term incentive
awards and all warrants issued by Osmetech weteeged for options and warrants exercisable foctilemon stock of the GenMark. Any
historical discussion of GenMark relates to Osntetewd its consolidated subsidiaries prior to tlegganization. In September 2012, GenMark
placed Osmetech into liquidation to simplify itgporate structure. The liquidation of Osmetech w@speted in the fourth quarter of 2013.

We are a molecular diagnostics company focusecewaldping and commercializing our proprietary eSefisletection technology. Our
proprietary electrochemical technology enables tasturate and highly sensitive detection of mldtigtistinct biomarkers (e.g. up to 80) in a
single sample. Our XT-8 system received 510(k)releee from the United States Food and Drug Adnriigin, or FDA, and is designed to
support a broad range of molecular diagnostic te@#lsa compact and easy-to-use workstation angbdble test cartridges. Our XT-8 systemnr
supports up to 24 independent test cartridges, efaahich can be run independently, resulting mghly convenient and flexible workflow fi
our target customers, which are primarily hospitald reference laboratories. As of December 314 20de had an installed base of 540 XT-8
analyzers, or placements, with our customers.

Since inception, we have incurred net losses frperations each year, and we expect to continugctar iosses for the foreseeable
future. Our losses attributable to operationslieryears ended December 31, 2014 , 2013, andwé&k2approximately $38.3 million , $33.6
million , and $22.1 million , respectively. As oePember 31, 2014 , we had an accumulated defi§262.5 million . Our operations to date
have been funded principally through sales of eapibck, borrowings and cash from operations. Weet to incur increasing expenses over
the next several years, principally to develop emthmercialize our ePlex™ system and additionajmiatic tests, as well as to further
increase our spending to manufacture, sell and ebark products.

Our Products and Technology

We have a menu of eight tests for use with our X8ys®tem. Four of our diagnostic tests have recdil2dl clearance, including our
Cystic Fibrosis Genotyping Test, our Warfarin Sewisy Test, our Thrombophilia Risk Test, and owedRiratory Viral Panel. In addition to
these four FDA cleared tests, we have developedegpatitis C virus, or HCV, genotyping tests, a B8%& genotyping test, and a 2C19
genotyping test, versions of which are availabterésearch use only (RUO).

In addition, we have recently completed the devalept stage of our ePlex system, which integratesnaated nucleic acid extraction
and amplification with our eSensadetection technology to enable operators usingEiex system to place a raw or a minimally prepared
patient sample directly into our test cartridge abthin results without any additional steps. Hample-to-answer capability is enabled by the
robust nature of our eSensaletection technology, which is not impaired by skmmpurities that we believe hinder competing tealhgies.
We have designed our ePlex system to further siynpli

29




Table of Contents

workflow and provide powerful, cost-effective maldar diagnostics solutions to a significantly exge group of hospitals and reference
laboratories. We are currently developing seveayas®r our ePlex system, which include gram-pesiGP) and gram-negative (GN) sepsis
panels, a respiratory panel (RP), a gastrointdgi@iy pathogen panel, an HCV genotyping test (HE\&gcentral nervous system (CNS) panel
and a fungal panel (FPWe intend to continue investing in our ePlex system its related test menu for the foreseeableduitye expect to
initiate the European launch of the system in tligddfae of 2015, and launch the system in the Un@&ates in the first half of 2016.

Revenue

Revenue from operations includes product salescipally of our diagnostic tests for use with our-8 system. We primarily place our
XT-8 system with customers through a reagent regedement, under which we retain title to therumsent and customers commit to
purchasing minimum quantities of reagents anddadtidges over a period of one to three yearsalde offer our XT-8 system for sale.

Revenue also includes licensing revenue from thdicensing of our electrochemical detection tedbgg. We may enter into additional
sub-licenses of our technology generating additiomzenue, but do not anticipate that this willyide a significant portion of our future
revenue.

Cost of Revenues

Cost of revenues includes the cost of materiatectliabor and manufacturing overhead costs us#teimanufacture of our consumable
test kits for our XT-8 system, including royaltiess product sales. Cost of revenues also includesedmtion on revenue generating systems
that have been placed with our customers undexgerg rental agreement, cost of systems sold tommess, amortization of licenses related tc
our products and other costs such as warranty|tyogaad customer technical support. We manufaaturetest cartridges in our facility and
have recently invested in significant capacitydgpansion. This potential underutilized capacitymesult in a high cost of revenues relativ
revenue, if manufacturing volumes are not ablaitly fabsorb operating costs. Our X8Tsystems are procured from a contract manufactune
are generally capitalized as fixed assets and digeel on a straight line basis over their uséfelds a charge to cost of revenues. We expect
our cost of revenues to increase as we place additXT-8 systems and manufacture and sell ana&sing menu of accompanying diagnostic
tests; however, we expect our gross margins retatedr XT-8 system to increase as manufacturifigiefcies, improved procurement
practices, instrument reliability increases andebimprovements decrease costs as a percentagkesf s

Sales and Marketing Expense¢

Sales and marketing expenses include costs assevith our direct sales force, sales managemearketing, technical support and
business development activities. These expensesply consist of salaries, commissions, beneditsck-based compensation, travel,
advertising, promotions, samples and trade shovese¥pect sales and marketing costs to increase asaledp our domestic and internatio
commercial efforts to expand our customer base.

Research and Development Expen:

Research and development expenses primarily ina@wgenses related to the development of our eRitsuiment and related test menu.
These expenses also include certain clinical sexgenses incurred in preparation for FDA cleardocéhese products, intellectual property
prosecution and maintenance costs, and quality@ssel expenses. The expenses primarily consisteglarfes, benefits, stock-based
compensation costs, outside design and consukingces, laboratory supplies, contract researchraegtion expenses, clinical study supplies
and facility costs. We expense all research anéldpwment costs in the periods in which they arerires.

General and Administrative Expenses

Our general and administrative expenses includeresgs related to our executive, accounting anddgmacompliance, information
technology, legal, facilities, human resource, adstiative and investor relations activities. Thegpenses consist primarily of salaries,
benefits, stock-based compensation costs, indepeadditor costs, legal fees, consultants, tramelrance, and public company expenses,
such as stock transfer agent fees and listingfledSASDAQ. For the year ended December 2013, grairment charge of $1.6 million relat
to previously capitalized license payments wasuidet! in generl and administrative expenses asuét ifghe termination of a license
agreement.

Foreign Exchange Gains and Losses
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Transactions in currencies other than our functionerency are translated at the prevailing ratethe dates of the applicable transac
Foreign exchange gains and losses arise from difters in exchange rates during the period betweeddte a transaction denominated in a
foreign currency is consummated and the date oonhwihis settled or translated. Prior to our idipablic offering in 2010, exchange gains and
losses included those arising on cash balancedlgelikmetech denominated in currencies other tisamnctional currency, the British Pound.
Since the initial public offering, the functionalrcency of GenMark has been the U.S. dollar. Sthednitial public offering, foreign exchange
gains and losses have been primarily related taiatsalue under a single license agreement, whica denominated in Euros. In connection
with the liquidation of Osmetech plc in the foudharter of 2013, we realized a translation los$4%H0,000 to eliminate accumulated other
comprehensive loss.

Interest Income and Interest Expen:

Interest income includes interest earned on our aad cash equivalents and investments. Inter@stinse represents interest incurred or
our loan payable and on other liabilities.

Provision for Income Taxe:

We make certain estimates and judgments in detergnincome tax expense for financial statement pseg. These estimates and
judgments occur in the calculation of certain tageds and liabilities, which arise from differenaethe timing of recognition of revenue a
expense for tax and financial statement purposes.

We assess the likelihood that we will be able tmver our deferred tax assets. We consider allablaievidence, both positive and
negative, including historical levels of incomepegtations and risks associated with estimatestofd taxable income, and ongoing prudent
and feasible tax planning strategies in asseskmgéed for the valuation allowance. If it is mitkely than not that we will not recover our
deferred tax assets, we will increase our provigionncome taxes by recording a valuation alloweangainst the deferred tax assets that we
estimate will not ultimately be recoverable.

Our income tax returns are based on calculatiodsasasumptions that are subject to examination éyrtternal Revenue Service and
other tax authorities. In addition, the calculatadrour tax liabilities involves dealing with untainties in the application of complex tax
regulations. We recognize liabilities for uncerttn positions based on a two-step process. Tsesfiep is to evaluate the tax position for
recognition by determining if the weight of avaiklevidence indicates that it is more likely thar that the position will be sustained on au
including resolution of related appeals or litigatiprocesses, if any. The second step is to me#tstax benefit as the largest amount that is
more than 50% likely of being realized upon setdaimWhile we believe we have appropriate supporttfe positions taken on our tax retu
we regularly assess the potential outcomes of enations by tax authorities in determining the a@deguof our provision for income taxes. \
continually assess the likelihood and amount oépiil adjustments and adjust the income tax pi@mvishcome taxes payable and deferred
taxes in the period in which the facts that giwe tio a revision become known.

Critical Accounting Policies and Significant Judgmeats and Estimates
Revenue

We recognize revenue from product sales and cdoabarrangements, net of discounts and salestketakes. We recognize revenue
from product sales when there is persuasive eveldrat an arrangement exists, delivery has occutiedprice is fixed or determinable and
collectability is reasonably assured. Where appleaall revenue is stated net of sales taxes rale discounts.

We offer customers the choice to either purchagestem outright or to receive possession of a syfitee of charge in exchange for a
commitment to purchase an annual minimum amountalécular diagnostic test cartridges.

When a system is sold, revenue is generally reeegnipon shipment of the unit consistent with attterms. When a system is placed
free of charge under a "reagent rental" agreementgetain title to the equipment and it remainstediped on our balance sheet under propert
and equipment. Under our reagent rental agreemamtgustomers pay a system usage fee, whichlisded in the price of each test cartridge
purchased. Our reagents and diagnostic test agggiftonsumables) are priced to include the exparsestem usage and maintenance of the
system and are included in product revenue in onsalidated financial statements.

We sell our durable systems and disposable tesidzgs through a direct sales force in the Un8ates. The system price is not
dependent upon the purchase of any amount of dibpm$est cartridges. Revenue on system and tegtige sales is generally recognized
upon shipment consistent with contract terms, wigalihen title and the risk of loss and rewardswhership have been transferred to the
customer and there are no other post-shipmentaitdius.
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Revenue related to royalties received from licemnsgenerally recognized evenly over the contrdqigaod to which the license relates.

In those cases where we bill shipping and handlosis to customers, the amounts billed are claslsifs other revenue.
Allowance for Doubtful Accounts Receivable

We maintain an allowance for doubtful accountsefstiimated losses resulting from the inability of oustomers to make required
payments. Our allowance for doubtful accounts &edaon our assessment of the collectability of iipexuistomer accounts, the aging of
accounts receivable, and the general conditiohettonomy. Changes to the allowance for doubtithants are charged to sales and
marketing expense.

Inventory

We value inventories at the lower of cost or madket part-bypart basis and provide an inventory reserve fometéd obsolescence ¢
excess inventory based upon historical turnoveramstimptions about future demand for our produdsnaarket conditions. We determine
excess and obsolete inventories based on an estohtte future demand for our products within ecified time horizon, generally 12 mont
The estimates we use for demand are also usee#&orterm capacity planning and inventory purchasimg are consistent with our revenue
forecasts. If our actual demand is less than awchst demand, we may be required to take additextass inventory charges, which would
decrease gross margin and adversely impact neatipgresults in the future.

Property and Equipmen— net

Property, equipment and leasehold improvementsea@ded at cost and depreciated using the strhightnethod over the assets’
estimated useful lives, which are noted below. \Wieegally capitalize our XB-instruments, and provide these to customersdaharge. Eac
category of property and equipment is analyzeceterthine its useful life. We look at the manufaetar estimates of useful life and adjust
these for actual experience in our operating enwirent. Useful lives are reviewed periodically aedasionally changed as circumstances
dictate.

Machinery and laboratory equipment 3 -5years

XT-8 Instruments 4 years

Office equipment 5 years

Leasehold improvements over the shorter of theahaimg life of the lease or the useful economie bf the asset

Repair and maintenance costs are expensed asadcuring 2014, we disposed of certain assetemger in use with a net book value
of $102,000, recorded in operations. During 2018 recorded a one-time impairment charge of $302;6la¢ed to production equipment
which had been built for NMTC.

Impairment of Lon¢-Lived Assets

We assess the recoverability of long-lived assetfiding intangible assets and systems at custémoations by periodically evaluating
the carrying value of such assets whenever evemisamges in circumstances indicate that the aagrgmount of these assets may not be
recoverable. If impairment is indicated, we writeach the carrying value of the asset to the estichfi value. During the year ended
December 31, 2013, we recorded an impairment char§&,624,000 related to previously capitalizegirppants made under a license
agreement, which we terminated in December 2013.

Stock-Based Compensation

We grant stock options with an exercise price etp#te closing price of our common stock on theS\RAQ Global Market on each
grant date. We use the Black-Scholes option-prigioglel as the method for determining the estimégizd/alue of stock options and we use
the grant date fair value of our common stock faluing restricted stock awards. The estimatedvidine of stock-based awards exchanged fo
employee and non-employee director services areresqul over the requisite service period. The shasled compensation expense related to
shares issued under our 2013 Employee Stock PeréHans is also estimated using the Black-Schol&smopricing model. The Black-Scholes
model requires the use of highly subjective andmemassumptions which determine the fair valustotk-based awards, including the stock
option’s expected term and the price volatilitytteé underlying stock. These assumptions include:
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« Expected Tern The expected term represents the period thattook-based awards are expected to be outstandihés
determined by using the simplified method.

« Expected Volatilit, Expected volatility represents the volatilityour stock price expected over the expected tdrthe stock
option.

e Expected Dividen. The Black-Scholes option-pricing model cadis & single expected dividend yield as an input.ad&imed no
dividends as we have never paid dividends and haygans to do so.

« RiskFree Interest Rate The risk-free interest rate used in the Bl&ckwoles option-pricing model is based on published
government rates in effect at the time of granfpferiods corresponding with the expected term efaption.

Income Taxes

Our income tax expense, deferred tax assets dritities and reserves for unrecognized tax benediiect management’s best
assessment of estimated future taxes to be paicgré/eurrently subject to income taxes only inlimited States but have been subject to
income taxes in both the United States and theedriingdom in previous years. Significant judgmearid estimates are required in
determining our consolidated income tax expense.

We believe that it is more likely than not that tenefit from our deferred tax assets will not éalized. In recognition of this risk, we
have provided a full valuation allowance on thedeferred tax assets relating to our net operadtisg carryforwards and other deferred tax
assets. If our assumptions change and we detethaheve will be able to realize our deferred taseas, the tax benefits relating to any reve
of the valuation allowance on deferred tax assdtde accounted for as a reduction of income tgxemse.

Changes in tax laws and rates could also affecrded deferred tax assets and liabilities in thereu Management is not aware of any
such changes that would have a material effectuomesults of operations, cash flows or financi@gipon.

We recoghnize tax liabilities in accordance with AB@pic 740 and we adjust these liabilities whenjadgment changes as a result of
evaluation of new information not previously avhla Due to the complexity of some of these unaatitss, the ultimate resolution may result
in a payment that is materially different from @urrrent estimate of the tax liabilities. Theseealiénces will be reflected as increases or
decreases to income tax expense in the period ichvthey are determined.

Recent Accounting Pronouncements

From time to time, new accounting pronouncemereggsaued by the Financial Accounting Standard Baarrthe FASB, or other
standard setting bodies that the Company adopittag specified effective date. The Company beliethat the impact of recently issued
standards that are not yet effective will not haveaterial impact on its financial position or riésof operations upon adoption.

In May 2014, the FASB issued Accounting Standargdddte (ASU) 2014-09, Revenue from Contracts witkt@uers. The new
standard is based on the principle that revenuelghxe recognized to depict the transfer of prochigeods or services to customers in an
amount that reflects the consideration to whichehtity expects to be entitled in exchange for ¢hgsods or services. ASU 2014-09 will be
effective for the Company beginning in the firsager of fiscal 2017 and allows for a full retrosfree or a modified retrospective adoption
approach. The Company is currently evaluating ithgeict of ASU 2014-09 on its consolidated finanstatements.

Comparison of Years Ended December 31, 2014 , 2048d 2012 (in thousands):

Years ended December 31, 2014 vs 2013 2013 vs 2012
2014 2013 2012 $ Change % Change $ Change % Change
Revenue $ 3059 $ 27,40¢ $ 20,46¢ $ 3,19( 12% $ 6,93t 34%

Our revenue consists primarily of revenue fromgale of test cartridges and reagents (consumabittsa small component from our
sale of instruments and other revenue.

A former customer, Natural Molecular Testing Cogt@n, or NMTC, filed for bankruptcy during 2013ufing the year ended Decem
31, 2013, revenue from this former customer, NMiv@s $8,162,000. Our base business excludes revénisdsrmer customer.
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For the year ended December 31, 2014, excludisgehmer customer our base business grew 59%,18%3,000, compared to the
same period of 2013. Consumables revenue fromase business during the year ended December 34 i2€reased by 71% to $29,235,000
compared to $17,123,000 in the prior year peridds Thcrease in consumable revenue was primanledrby increases in purchases of our
infectious disease assays and a 31% increase inuthber of XT-8 analyzers installed at customeatimns to 540 at December 31, 2014 from
413 as of December 31, 2013. Pricing changes ditlane an impact on revenue during the currenbgeri

During the year ended December 31, 20&8r base business grew 120% to approximately282P9000 compared with $8,756,000 for
same period ended December 31, 2012. Consumallersuefrom our base business during the year ebdedmber 31, 2013 increased by
117% to $17,123,000 compared to $7,906,000 inaheeperiod of 2012. This increase in consumableme® was primarily driven by a 39%
increase in the number of XT-8 analyzers instadiedustomer locations to 413 at December 31, 2@ 297 as of December 31, 2012 . The
increase in consumables revenue was not attrilutaldny one assay. Pricing changes did not haimaarct on revenue. In addition to the
increase in reagent revenue, higher instrumens skileng the twelve months ended December 31, B8diiited in an additional $1,124,000 of
revenue over the same period in 2012.

Years ended December 31, 2014 vs 2013 2013 vs 2012
2014 2013 2012 $ Change % Change $ Change % Change
Cost of Revenue $ 13,127 $ 15,57( 11,64 $ (2,449 (16)% $ 3,93( 34%
Gross Profit $ 17,467 $ 11,83¢ 8,82¢ $ 5,63 48% $ 3,00t 34%

The decrease in cost of revenue for the twelve hzoahded December 31, 2014 compared to the twedvehs ended December 31,
2013 was primarily related to the one-time invept@serve expense recorded in 2013, of $1,192 @@aed to the NMTC bankruptcy, in
addition to a $748,000 decrease in personnel tetaists and a $404,000 decrease in amortizationlgmeciation expense. These decreases
were partially offset by increased royalties exgens$227,000. The improvement to gross profitmiyithe year ended December 31, 2014,
compared to December 31, 2013, was due to reduamesdeand obsolete expense related to the NMTCOrijaialy, increased sales of higher
margin products and a reduction in manufacturingqenel costs.

The increase in cost of revenue for the year efismember 31, 2013 compared to the year ended Dexe8tb2012 was primarily the
result of the increase in consumable revenuesifi@dly a $2,097,000 increase in standard prodwsts and the one-time inventory reserve
expense recorded in 2013, of $1,192,000 relat®&MdC. The increase was also due to higher facditd depreciation expenses of $832,000
due to our expanded production infrastructure amghirment of production equipment related to NMirCaddition to increased royalties and
license amortization expense of $564,000 and instni depreciation, warranty and repair of $365,008.also incurred higher personnel
related costs of $361,000 to support our increas@aufacturing volumes, all of which were partiafyset by higher absorption and
manufacturing efficiencies of $187,000. The improeat to gross profit during the year ended DecerBheR013 compared to the year ended
December 31, 2012 was primarily due to increasts selumes and manufacturing and absorption effities.

Years ended December 31, 2014 vs 2013 2013 vs 2012
2014 2013 2012 $ Change % Change $ Change % Change
Sales and Marketing $ 12,62¢ $ 12,81¢ 6,37¢ $ (189 D% $ 6,44( 101%

The decrease in sales and marketing expense fgedreended December 31, 2014, compared to theeyelmd December 31, 2013, was
primarily driven by a onéime charge to bad debt expense of $2,702,00Crktatamounts owed by NMTC which was recorded it32@hick
was offset by an increase in salaries and emplmlated expenses of $2,187,000, including increasek-based compensation expense of
$625,000, an increase in marketing communicatiodsteade show expenses of $323,000 and travel eggesf $207,000, in each case
incurred in connection with expanding our domestid international organization.

The increase in sales and marketing expense forelieended December 31, 2013 , compared to theepeled December 31, 2012 ,
was primarily driven by a one-time charge to babt@xpense of $2,702,000, related to amounts owedIMT C which was recorded in 2013.
A significant portion of the additional increaseexpense was related to our commitment to exparmlinglomestic and international
organization, including, an increase in salary espeof $1,326,000, an increase in commissions andsexpense of $548,000, additional
stock-based compensation of $623,000, higher sanagleense of $153,000 for new customers, consudtipgnse of $482,000, and travel
expenses of $166,000.
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Years ended December 31, 2014 vs 2013 2013 vs 2012
2014 2013 2012 $ Change % Change $ Change % Change
General and Administrative $ 12,06¢ $ 11,83¢ 10,80¢ $ 233 2% $ 1,03( 10%

The increase in general and administrative expfardbe year ended December 31, 2014 comparectpalr ended December 31, 20132
was primarily due to employee related expensed (F&4,000, including increased stock-based compiensaxpense of $786,000, in addition
to increased bank and payroll fees of $221,000bariding lease and utilities expenditures of $208,(artially offset by a $1,622,000
decrease in license expense resulting from a omeithpairment charge from the termination of arlE@agreement in 2013.

The increase from December 31, 2013 , comparedtktgdar ended December 31, 2012, was primariltaltiee one-time impairment
charge of $1,624,000 noted above and a medicatel¢ak due to new legislation of $324,000, whicls wartially offset by lower professional
services of $439,000, lower consulting fees of $20@ and lower legal fees $158,000.

Years ended December 31, 2014 vs 2013 2013 vs 2012
2014 2013 2012 $ Change % Change $ Change % Change
Research and Development $ 31,821 $ 22,06( 1353¢ $ 9,76 44% $ 8,52« 63%

The increase in research and development expensigefgear ended December 31, 2014 , comparecktgethr ended December 31,
2013, was primarily due to an increase in cosse@ated with the development of our ePlex syste#6d.09,000 and an increase in ePlex
assay development costs of $3,556,000, comprisgdiyaof employee related expenses, outside sexénd prototype materials.

The increase in research and development expensigefgear ended December 31, 2013 , comparecttgethr ended December 31,
2012, was primarily due to an increase in coste@ated with the development of our ePlex systei$50476,000 and an increase in ePlex
assay development costs of $2,894,000, largelyrasudt of increases in research and developmesopeel.

Years ended December 31, 2014 vs 2013 2013 vs 2012
2014 2013 2012 $ Change % Change $ Change % Change
Other Income (Expense) $ 21¢ $ 1,281 64 $ (1,069 (83)% $ 1,34t (2,109%

The change in other income (expense) for the yedead December 31, 2014 , compared to the samedpafribe prior year, was due
primarily to the sale of our preferred stock inwesht in Advanced Liquid Logic, Inc., or ALL, in coaction with ALL's acquisition by
lllumina, Inc. resulting in a $1,392,000 realizeadrgin 2013 and an increase in amortization of puem on marketable securities of $388,000,
partially offset by the absence of the $450,008 leslized upon liquidation of our U.K. subsidi@gmetech in the fourth quarter of 2013.

The change for the year ended December 31, 20di8pared to the year ended December 31, 2012, waariy due to the sale of our
preferred stock investment in ALL resulting in 3382,000 realized gain in 2013, and an increagetémest income earned on investments of
$722,000. These gains were partially offset by aizetion of premiums on marketable securities 4800 and $450,000 of accumulated
other comprehensive loss, which was realized upetiquidation of our U.K. subsidiary Osmetechhe fourth quarter of 2013.

Years ended December 31, 2014 vs 2013 2013 vs 2012
2014 2013 2012 $ Change % Change $ Change % Change
Income Tax Expense (Benefit) $ (573 $ 44 146 $ (617) (1,409)% $ (104 (70)%

Due to net losses incurred, we have only recordegbtovisions associated with uncertain tax pas#tjignterest on uncertain tax positic
and minimum tax payments. The decrease in incomexpense for the year ended December 31, 201dnisiply due to a reduction in the
unrecognized tax benefits associated with uncetéaimpositions of $610,000, as a result of the retjoin of applicable statutes of limitations.

Liquidity and Capital Resources
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To date we have funded our operations primarilynftbe sale of our common stock, borrowings and éash operations. We have
incurred net losses from operations each year and hot yet achieved profitability. At December 3Q14 , we had $65,814,000 of working
capital, including $70,506,000 in cash, cash edenta, and marketable securities.

Cash Flows

The following table shows cash flow information fbe years ended December 31, 2014 , 2013 and:2012

Years Ended December 31,

2014 2013 2012
Cash used in operating activities $ (29,57) $ (23,799 $ (16,249
Cash provided by (used in) investing activities 29,41" (72,569 (2,140
Cash provided by financing activities 1,28i 80,83 44,31¢
Net increase (decrease) in cash and cash equivalent $ 1,132 $ (15,527 $ 25,93(

Cash flows used in operating activities

In 2014, net cash used in operating activities $28572,000 , primarily driven by a net loss 0f8$283,000 , adjusted for non-cash
charges of $ 9,789,000 and changes in operatirgsaand liabilities resulting in a net decreaseaish of $ 1,098,000 during the period. The
non-cash charges in operating activities, the milgpneomprised of stock-based compensation of $6,J00 an increase from prior year due to
increases in personnel, depreciation and amouizati $ 3,358,000 as a result of increases in ptppad equipment and intangible licenses
and accretion of premiums on investments of $ T2,0rhe decrease in cash due to changes in ampesdsets and liabilities was primarily
attributable to a $ 2,030,00fcrease in accounts receivable resulting fromnsgeo fourth quarter revenues in the current yearpared to prio
year, an increase in other liabilities 0537,000 and an increase in inventories of $ 229t600eet increasing demands, partially offset By a
1,797,000 increase in accrued compensation.

Cash flows used in investing activities

Net cash provided by investing activities of $ 29,400 was primarily due to the maturity of markdé¢asecurities of $ 56,050,000 and
proceeds from the sale of marketable securiti€s®#97,000 . These cash inflows were partiallgetfby $ 28,054,000 in purchases of
marketable securities and $ 5,726,000 in propetant and equipment acquired in the year ended ibkee31, 2014.

Cash flows provided by financing activities

Net cash provided by financing of $ 1,287,000 e twelve months ended December 31, 2014 , wasaphnaue to proceeds from the
issuance of stock under our employee stock purghlaseof $812,000 , and proceeds from the exedfisenployee stock options of $ 531,000

We have prepared cash flow forecasts which indjdetsed on our current cash resources availalaiews will have sufficient resources
to fund our business for at least the next 12 neontfe expect capital outlays and operating expereditto increase over the next several yeal
as we grow our customer base and revenues, andéxpa research and development, commercializatiehmanufacturing activities. Fact:
that could affect our capital requirements, in &ddito those previously identified, include, bu¢ aot limited to:

« the level of revenues and the rate of our revemoentt;
e change in demand from our custom
« the level of expenses required to expand our Uh&irsternational commercial (sales and marketimgjyiies;

« the level of research and development investmamtired to and develop and commercialize ouneffstem and related test menu
and maintain our XT-8 system;

* our need to acquire or license complementary tdolgres
« the costs of filing, prosecuting, defending andoecihg patent claims and other intellectual propeghts
« competing technological and market developmentd,

« changes in regulatory policies or laws that afteatoperation:
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In September 2012, we entered into a term loan Béthc of California, consisting of the following dvioans.

1) We increased the letter of credit provideduolandlord of our Carlsbad, California facility $758,000 from the previous letter of
credit of $500,000. The increase in the letterreflit was required by our landlord pursuant tosegond and third amendments to the
lease for our Carlsbad, California location, in mwection with our lease of additional space atfddlity. This letter of credit was
secured with $758,000 of restricted cash at Dece3ibe2014 .

2) We obtained a variable rate term loan from BainCalifornia in the amount of $836,000 with aftial interest rate of 3.75%. This
term loan replaced the Square 1 equipment loahneo$ame amount with an interest rate of 6.75%. &@aid all outstanding amounts
under this loan in the third quarter of 2013.

On August 19, 2013, we completed the public ofigin 8,765,000 shares of our common stock at & wic$9.84 per share and raised
approximately $80,672,000 in net proceeds.

In January 2015, we entered into a loan agreemiimi@eneral Electric Capital Corporation and cerféancial institutions, as lenders.
Pursuant to the agreement, the lenders have atgrgedvide us with (a) up to $35,000,000 in a sedkterm loans and (b) a revolving loan in
the maximum amount of $5,000,000, each of whidulgect to certain terms and conditions as seh farthe agreement.

Although we do not currently anticipate requirirdgdional capital, if additional capital is requitewe cannot be certain that it will be
available when needed or that our actual cash remeints will not be greater than anticipated. Ifraise additional funds through the issuance
of equity or convertible debt securities, the patage ownership of our stockholders could be sicanitly diluted, and these newly issued
securities may have rights, preferences or prietegenior to those of existing stockholders. Ifraise additional funds through collaborations
and licensing arrangements, we might be requiredlioquish significant rights to our technolog@sproducts, or grant licenses on terms that
are not favorable to us.

Contractual Obligations

As of December 31, 2014 , we had the following cactual obligations (in thousands):

Payments due by period

Less than 1-3 4-5 After 5

Total 1 Year Years Years Years
Operating lease obligations (1) $ 752: $ 1,08 $ 2,23¢ % 2,34¢ % 1,85:
Licensing payment obligation 1,44¢ 1,20C 16€ 8C —
Instrument purchase obligations 66¢ 66¢ — — —
Total obligations $ 9,637 $ 2,95: % 2,40t $ 2,42¢ $ 1,85:%

(1) We enter into operating leases in the ordinary s®of business with respect to facilities. Ourdeagreements have fixed payment te
based on the passage of time. Certain facilitydeasquire payment of maintenance and real esteds.tOur future operating lease
obligations could change if we terminate certaintcacts or if we enter into additional operatingdes.

In February 2011, we entered into a 36-month opegdtase for office equipment with total leaserpants of $85,000. In conjunction
with the lease, the lessor paid us approximateR;CkKI0 to payoff previous contracts for similar guuoent leased from a different vendor.

In January 2012, we entered into a lease amendmgnthe landlord of our Carlsbad, California fatgilto rent an additional 22,000
square feet. The lease amendment required an@uiecurity deposit of $22,000 and an increasmiirstandby letter of credit to $758,000 .
We took possession of the additional space on Jady2013, at which time the rent increased byraxmately $35,000 per month, subject to
annual increases of between 3% and 4%. The tethedéase was also extended to June 30, 2021.

In August 2012, we entered into a three year supghgement with Leica for the purchase of our Xinsdrument. Amounts reported in
the table above reflect minimum purchase commitmantler this supply agreement which we can satisbugh instrument purchases or the
payment of a designated fee for each instrumerfaivto purchase under the prescribed minimum artmwubject to certain permitted
exclusions.
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Impact of Inflation
The effect of inflation and changing prices on operations was not significant during the periodsspnted.
Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements. Wepgravaled a $758,000 standby letter of credit tolandlord as security for future
rent in connection the lease of our Carlsbad, @aii& facility, which is recorded as restrictedtcas the balance sheet.

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
Quantitative and Qualitative Disclosures about Marlet Risk

Our exposure to market risk is limited to our casl cash equivalents, all of which have maturibidess than three months, and
marketable securities, which have maturities of than one year. The goals of our investment palieypreservation of capital, fulfilment of
liquidity needs and fiduciary control of cash andastments. We also seek to maximize income fromnwestments without assuming
significant risk. To achieve our goals, we mayha future maintain a portfolio of cash equivalearisl investments in a variety of securities
management believes to be of high credit qualitg. &rrently do not hedge interest rate exposurease of the short-term maturities of our
cash equivalents and short-term investments, watibelieve that an increase in market rates wbalc a material negative impact on the
value of our portfolio.

Interest Rate Risk

As of December 31, 2014 , based on current inteaés$ and total borrowings outstanding, a hypatak100 basis point increase or
decrease in interest rates would have an insigmfipre-tax impact on our results of operations.

Foreign Currency Exchange Risks

All of our operating facilities are located withilne United States. We are a U.S. entity and owtional currency is the U.S. dollar.
Virtually all of our revenues are based in the EdiStates. We currently have no material operatiotside of the United States, which
significantly diminishes the extent of any foreigurrency exchange risk we currently face.
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Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
REPORT OF ERNST & YOUNG LLP, INDEPENDENT REGISTEREWBLIC ACCOUNTING FIRM
The Board of Directors and Stockholders of GenMaidgnostics, Inc.

We have audited the accompanying consolidated balsimeet of GenMark Diagnostics, Inc. as of Decer@be2014 and 2013, and the rels
consolidated statements of comprehensive lossklsdtaers' equity and cash flows for the years #athed. These financial statements are the
responsibility of the Company's management. Oysamrsibility is to express an opinion on these frahstatements based on our audit.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and digs in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenewnielhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢onsolidated financial position of GenMark
Diagnostics, Inc. at December 31, 2014 and 2013 tls consolidated results of its operations asddsh flows for the years then ended, in
conformity with U.S. generally accepted accountnigciples.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), GenMark
Diagnostics, Inc.'s internal control over financigporting as of December 31, 2014, based on exigstablished in Internal Control-Integrated
Framework issued by the Committee of Sponsoringa@mgtions of the Treadway Commission (2013 frantkjvand our report dated
February 24, 2015 expressed an unqualified opitfiereon.

/sl Ernst & Young LLP

San Diego, California
February 24, 2015
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
GenMark Diagnostics, Inc.
Carlsbad, California

We have audited the accompanying consolidatednséates of comprehensive loss, stockholders’ eqaitg, cash flows for the year ended
December 31, 2012 of GenMark Diagnostics, Inc. arusidiaries (the “Company”) (formerly Osmetechaid subsidiaries). These
consolidated financial statements are the respiibgitXy the Company’s management. Our respongibi$ to express an opinion on these
consolidated financial statements based on out.audi

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti8d&/nited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether the finastaieiments are free of material
misstatement. An audit includes examining, on Blasis, evidence supporting the amounts and digds in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenenelaas evaluating the overall financial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tbasolidated results of GenMark Diagnostics,
Inc. and subsidiaries’ operations and its cashdgléw the year ended December 31, 2012, in confgmwith accounting principles generally
accepted in the United States of America.

/s/ DELOITTE & TOUCHE LLP

San Diego, California
March 14, 2013
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GENMARK DIAGNOSTICS, INC.
CONSOLIDATED BALANCE SHEETS
(In thousands, except par value)

As of December 31,

2014 2013
Current assets
Cash and cash equivalents $ 36,85¢ $ 35,72¢
Marketable securities 33,65 69,86¢
Accounts receivable, net of allowances of $2,702 %2736, respectively 4,88¢ 2,85¢
Inventories 2,13 2,102
Prepaid expenses and other current assets 57t 552
Total current assets 78,10° 111,10:
Property and equipment, net 11,05: 8,591
Intangible assets, net 1,87(C 1,19
Restricted cash 75€ 75€
Other long-term assets 182 10€
Total assets $ 91,97C $ 121,75¢
Current liabilities
Accounts payable $ 3,46¢ 3 3,86:
Accrued compensation 5,172 3,37t
Loan payable — 37
Other current liabilities 3,65:% 2,96:
Total current liabilities 12,29 10,237
Long-term liabilities
Deferred rent 1,44¢ 1,601
Other non-current liabilities 20¢ 74¢
Total liabilities 13,94¢ 12,58¢
Commitments and contingencies—See note 7
Stockholders’ equity
Preferred stock, $0.0001 par value; 5,000 authdrizene issued — —
Common stock, $0.0001 par value; 100,000 authori4e@59 and 41,520 shares issued and outsta
as of December 31, 2014 and December 31, 2013 cteeply 4 4
Additional paid-in capital 340,50: 333,36:
Accumulated deficit (262,477 (224,209
Accumulated other comprehensive income (loss) (10) 1C
Total stockholders’ equity 78,02 109,16¢
Total liabilities and stockholders’ equity $ 91,97C $ 121,75

See accompanying notes to consolidated finan@&stents.
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GENMARK DIAGNOSTICS, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In thousands, except per share data)

Years ended December 31,

2014 2013 2012
Revenue
Product revenue $ 30,32¢ $ 27,20¢ % 20,21:
License and other revenue 26€ 20C 25¢
Total revenue 30,59¢ 27,40¢ 20,46¢
Cost of revenue 13,12% 15,57( 11,64(
Gross profit 17,467 11,83 8,82¢
Operating expenses
Sales and marketing 12,62¢ 12,81¢ 6,37¢
General and administrative 12,06¢ 11,83¢ 10,80¢
Research and development 31,82 22,06( 13,53¢
Total operating expenses 56,52 46,71« 30,72(
Loss from operations (39,059 (34,88() (21,89)
Other income (expense)
Interest income 244 40:< 42
Interest expense (20 (19 (90)
Other income (expense) (6) 897 (16)
Total other income (expense) 21¢ 1,281 (64)
Loss before provision for income taxes (38,83¢) (33,599 (21,95%)
Income tax expense (benefit) (579 44 14¢
Net loss $ (38,269 % (33,64) $ (22,109
Net loss per share, basic and diluted $ (0,99 $ (0.95 $ (0.89
Weighted average number of shares outstanding basidiluted 41,34¢ 35,25 26,21*
Other comprehensive loss
Net loss $ (38,269 % (33,64) $ (22,109
Net unrealized losses on marketable securitiesyfrtaix (20 (4) —
Comprehensive loss $ (38,289 % (33,64) $ (22,109

See accompanying notes to consolidated finan@&stents.
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GENMARK DIAGNOSTICS, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(In thousands)

Common Stock Additional paid- Total
in Accumulated other  Accumulated stockholders'
Shares Par Value capital comprehensive los: deficit equity
Balance—December 31, 2011 20,47¢ 3 2 % 199,53 $ (43€) $ (168,46) $ 30,63«
Issuance of stock in lieu of accrued
bonuses 93 — 25¢ — — 25¢
Stock-based compensation expense — — 2,35z — — 2,352
Shares issued under stock-based
compensation plans, net of cancellations 682 — 22¢ — — 227
Issuance of common stock, net of offeril
expenses 11,50( 1 45,08¢ — — 45,08¢
Net loss — — — — (22,109 (22,109
Balance—December 31, 2012 32,75 3 247,44¢ (43€) (190,56¢) 56,45(
Issuance of stock in lieu of accrued
bonuses — — 653 — — 652
Stock-based compensation expense — — 3,89z — — 3,89:
Issuance of employee stock purchase plan
shares 33 — 30¢ — — 30C
Restricted stock awards issued, net of
cancellations (122) — — — — —
Shares issued under stock-based
compensation plans 91 — 39¢€ — — 39¢

Issuance of common stock, net of offerir
U2 8,76¢ 1 80,67: — — 80,67:

Elimination of cumulative foreign curren:
translation adjustments upon liquidation of

foreign subsidiary — — — 45C — 45(C
Net loss — — — — (33,649 (33,649
Unrealized loss on marketable securities — — — 4) — 4
Balance—December 31, 2013 41,52( 4 333,36: 10 (224,209 109,16¢
Stock-based compensation expense — — 5,79¢ — — 5,79¢
Issuance of employee stock purchase p

shares 89 — 812 — — 812
Restricted stock awards issued, net of

cancellations 14¢ — — — — —
Shares issued under stock-based

compensation plans 101 — 531 — — 531
Net loss — — — — (38,267) (38,26
Unrealized loss on marketable securitie: — — — (20 — (20
Balance—December 31, 2014 41,85¢ % 4 $ 340,50. % (10) $ (262,47) $ 78,02

See accompanying notes to consolidated financsgistents.
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GENMARK DIAGNOSTICS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Years ended December 31,

2014 2013 2012
Operating activities:
Net loss $ (38,269 $ (33,64) $ (22,109
Adjustments to reconcile net loss to net cash usegerating activities:
Depreciation and amortization 2,65¢ 2,53( 1,19¢
Amortization of premiums on marketable securities 702 314 —
Stock-based compensation 5,79¢ 3,89: 2,35:
Provision for bad debt — 2,721 (29
Non-cash inventory adjustments 45C 1,77¢ (482)
Gain on sale of investment in preferred stock — (1,399 —
Elimination of cumulative foreign currency trangbat adjustments upon liquidation of
foreign subsidiary — 45C —
Impairment of intangible asset — 1,62¢ —
Other non-cash adjustments 18t — —
Changes in operating assets and liabilities:
Accounts receivable (2,030 (2,390 (2,069
Inventories (229 (1,319 88C
Prepaid expenses and other assets (184) (119 68
Accounts payable 85 1,34: 72¢
Accrued compensation 1,797 951 1,811
Other liabilities (537) (5449) 1,39
Net cash used in operating activities (29,579 (23,79¢ (16,249
Investing activities
Change in restricted cash — 58t (1,349
Payments for intellectual property licenses (350 (882) (1,329
Purchases of property and equipment (5,726 (4,270 (3,476
Purchases of marketable securities (28,059 (76,190 (2,000
Proceeds from sales of marketable securities 7,491 6,64: —
Maturities of marketable securities 56,05( 1,55(C 5,00(
Net cash provided by (used in) investing activities 29,41° (72,564 (2,146
Financing activities
Proceeds from issuance of common stock 812 86,547 48,30(
Costs incurred in conjunction with public offering . (5,510 (3,219
Principal repayment of borrowings (56) (766) (1,989
Proceeds from borrowings — 16€ 991
Proceeds from stock option exercises 531 39¢€ 22¢
Net cash provided by financing activities 1,287 80,83: 44,31¢
Net increase (decrease) in cash and cash equivakent 1,132 (15,527 25,93(
Cash and cash equivalents at beginning of year 35,72 51,25( 25,32(
Cash and cash equivalents at end of year $ 36,85 % 35,720 % 51,25(
Non-cash investing and financing activities:
Property and equipment purchased with capital lease $ — 3 — ¢ 10¢
Transfer of systems from property and equipmeiat imeentory $ 25¢ $ 57t % 22¢
Property and equipment costs incurred but not ipaidided in accounts payable $ 124 $ 60z $ 592
Leasehold improvements related to lease incentives $ — 3 — 3 1,35¢
Intellectual property acquisition included in acauexpenses $ 55C $ 45C % —
Offerina costs incurred but not paid included ihentliabilities $ — % 65 $ —



Supplemental cash flow information:
Cash paid for interest
Cash received for interest
Cash paid for income taxes, net

$
$
$

See accompanying notes to consolidated financgtsients.
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GENMARK DIAGNOSTICS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and basis of presentation
Organization

GenMark Diagnostics, Inc., the Company or GenMa#ks formed by Osmetech plc, or Osmetech, as a Redagorporation in
February 2010, and had no operations prior tanit&l public offering, or the IPO, which was corafdd in June 2010. Immediately prior to the
closing of the IPO, GenMark acquired all of thestamding ordinary shares of Osmetech in a reorgtioizunder the applicable laws of the
United Kingdom. As a result of the reorganizatialh of the issued ordinary shares in Osmetech waneelled in consideration of (i) the
issuance of common stock of GenMark to the forrhareholders of Osmetech and (ii) the issuance wfgi@res in Osmetech to GenMark.
Following the reorganization, Osmetech became aigdigny controlled by GenMark, and the former shatders of Osmetech received shares
of GenMark. Any historical discussion of GenMarkates to Osmetech and its consolidated subsidipriesto the reorganization. In
September 2012, GenMark placed Osmetech into kdqiaid to simplify its corporate structure. The lidation of Osmetech was completed in
the fourth quarter of 2013.

As the reorganization was deemed to be a transagtider common control, GenMark accounted for 8agganization in a manner
similar to a pooling-of-interests. Once the reoigation became effective, all stock options grantader the Osmetech plc 2003 U.S. Equity
Compensation Plan, long term incentive awards #ndaarants issued were exchanged for options aadamts exercisable for the common
stock of the Company.

Corporate Reorganization

During the quarter ended June 30, 2011, the Compadgrwent a corporate reorganization intendeéhtpldy its U.S. entity structure.
As part of the reorganization, Osmetech Technofgdie. merged into Clinical Micro Sensors, Ine.GMS, with CMS surviving.
Additionally, Osmetech plc converted to a U.K. lied company for U.K. legal and tax purposes, andeta@n entity classification election ta
treated as an entity disregarded from GenMark Datjcs, Inc. for U.S. federal income tax purpodé reorganization did not trigger any
material U.S. federal or U.K. income tax expensadifionally, the post-reorganization structure aial GenMark Diagnostics, Inc. to elect to
file a consolidated U.S. federal income tax retwith its remaining U.S. subsidiaries, CMS and Osulef Inc. The liquidation of Osmetech
was competed in the fourth quarter of 2013.

Segment Reportin

The Company currently operates in one reportabdinkess segment, which encompasses the developmamtfacturing, sales and
support of instruments and molecular tests basedts gmoprietary eSens6éidetection technology. Substantially all of the Camys operation
and assets are in the United States of America.

Use of Estimates

The preparation of consolidated financial stateméntonformity with accounting principles geneyalccepted in the United States of
America requires management to make estimatessmunimgptions that affect the amounts reported iriitlacial statements and the notes
thereto. The Company’s significant estimates inetuth the preparation of the financial statemerggelated to accounts receivable,
inventories, property and equipment, intangibleesssemployee related compensation accruals, wgriiahilities, tax valuation accounts and
share-based compensation. Actual results couldrdifbm those estimates.

Basis of Presentatiol

The accompanying financial statements have begraprd on a going-concern basis, which contempthgesealization of assets and the
satisfaction of liabilities in the normal courselafsiness. The Company has incurred net lossesdparations since its inception and has an
accumulated deficit of $262,472,000 at Decembe814 . Management expects operating losses tincenthrough the foreseeable future.
The Company's ability to transition to attainingfitable operations is dependent upon achievirayallof revenues adequate to support its
structure through expanding its product offeringd aonsequently increasing its product revenueshQaash equivalents, restricted cash, and
investments at December 31, 2014 totaled $70,506,06e Company has prepared cash flow forecasthwimdicate, based on the
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Company’s current cash resources available, tea€thmpany will have sufficient resources to furscbitisiness for at least the next 12 months

The accompanying consolidated financial statemieade been prepared in accordance with United Sgatesrally accepted accounting
principles, or U.S. GAAP, and applicable regulasiafi the Securities and Exchange Commission, oSH#@.

Principles of Consolidatior

The consolidated financial statements include tuwants of the Company and its wholly owned subsiels. All intercompany accounts
and transactions have been eliminated in consadiulat

Reclassifications

Certain costs previously reported as cbstwenue, in 2013 totaling $324,000 , have beelassified as general and administrative
expenses to better align those costs with the ifumat areas that benefit from those expenditureaddition, the Company also reclassified
certain amounts included in other income and exp@n2013 of $314,000 into interest income to bedtign the true nature of the expenses.
Reclassifications of prior year financial inforntatihave been made to conform to the current yesepttation. None of the changes impacts
the Company'’s previously reported consolidated@etnue, earnings from operations, net earninggebearnings per share.

2. Summary of Significant Accounting Policies and ig§nificant Accounts
Cash and Cash Equivalents and Marketable Securities

Cash and cash equivalents consist of cash on depidsibanks, money market instruments and cediéis of deposit with original
maturities of three months or less at the datauothmse. Marketable securities consist of certdic@f deposits that mature in greater tthaae
months . Marketable securities are accountedsdagailable-for-sale" with the carrying amountsaged in the balance sheets stated at cost
which approximates their fair market value, withreadized gains and losses, if any, reported aparate component of stockholders' equity
and included in comprehensive loss.

Restricted Casl

Restricted cash represents amounts designateddsrather than current operations and includes,8@8&t December 31, 2014 held as
security for the Company’s letter of credit withrigaof California.

Fair Value of Financial Instruments

The Company uses a fair value hierarchy with tiegels of inputs, of which the first two are coresied observable and the last
unobservable, to measure fair value:

* Level 1 —Quoted prices in active markets for identical assetiabilities

* Level 2 — Inputs, other than Level 1, that aoservable, either directly or indirectly, such astgd prices for similar assets or
liabilities; quoted prices in markets that are adtive; or other inputs that are observable ortEanorroborated by observable
market data for substantially the full term of Hesets or liabilities.

e Level 3— Unobservable inputs that are suppadbtetittie or no market activity and that are siggant to the fair value of the assets
or liabilities.

The carrying amounts of financial instruments sastaccounts receivable, prepaid expenses andaitirent assets, accounts payable,
and accrued liabilities approximate the relatedvalues due to the short-term maturities of thastuments.

Receivable:

Accounts receivable consist of amounts due to thmgany for sales to customers and are recordeaf et allowance for doubtful
accounts. The allowance for doubtful accounts terd@ned based on an assessment of the colletyadiilspecific customer accounts, the
aging of accounts receivable, and a reserve fononvk items based upon the Company’s historical esipee.

The allowance for doubtful accounts as of Decen3ief014 , is as follows (in thousands):
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Allowance for doubtful accounts

Balance December 31, 2012 $ 30
Provision for doubtful accounts 2,721
Write-off and recoveries, net (15)

Balance December 31, 2013 $ 2,73¢
Provision for doubtful accounts —
Write-off and recoveries, net (39

Balance December 31, 2014 $ 2,702

The Company has included $2,702,000 in the alloedocdoubtful accounts as of December 31, 2014&st due amounts from former
customer, Natural Molecular Testing CorporationNMTC.

Inventories

Inventories are stated at the lower of cost (finsfirst-out) or market and include direct laboraterials, and manufacturing overhead.
The Company periodically reviews inventory for eande of slow-moving or obsolete parts, and writeemntory down to market value, as
needed. This write down is based on managementisweof inventories on hand, compared to estiméitate usage and sales, shelf-life
assumptions, and assumptions about the likelihdathsolescence. If actual market conditions are fagorable than those projected by the
Company, additional inventory wridewns may be required. Inventory impairment chaggablish a new cost basis for inventory and &%
are not reversed subsequently to income, evercifitistances later suggest that increased carryiogiats are recoverable.

Property and Equipmer-net

Property, equipment and leasehold improvementsea@ded at cost and depreciated using the strlightnethod over the estimated
useful lives of the assets, which are:

Machinery and laboratory equipment 3 -5 years

XT-8 Instruments 4 years

Office equipment 5 years

Leasehold improvements over the shorter of theahaimg life of the lease or the useful economie bf the asset

Property and equipment includes diagnostic instntenased for sales demonstrations or placed witoowers under several types of
arrangements, including performance evaluationnamg, or PEPs, and rentals. PEPs are placed watbroers for evaluation periods of up to
six months . The customer is generally requireguiechase a minimum quantity of reagents and, ag¢iideof the evaluation period, must
purchase or return the instrument or sign a reagenal agreement. Maintenance and repair costsxg@ensed as incurred. During the year
ended December 31, 2013 the Company recorded airimgnt charge included in depreciation expensk86£,000 related to production
equipment which had been built for NMTC.

Intangible Asset:

Intangible assets are comprised of licenses oicartdes to technology covered by patents ownedily parties, and are amortized on a
straight-line basis over the expected useful Inkethese assets, which is generally 10 years. Aradion of licenses typically begins upon the
Company obtaining access to the licensed technaagyis recorded in cost of revenues for licenspparting commercialized products. The
amortization of licenses to technology supportingdpicts in development is recorded in researchdanelopment expenses.

Impairment of Lon¢-Lived Assets

The Company assesses the recoverability of loreglassets, including intangible assets, by peftigievaluating the carrying value
whenever events or changes in circumstances irdibat the carrying amount may not be recoverdbimpairment is indicated, the Compa
writes down the carrying value of the asset te#tsmated fair value. This fair value is primardgtermined based on estimated discounted ca
flows. During 2013, the Company recorded an impairththarge of
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$1,624,000 to general and administrative experedated to previously capitalized payments made uadieense agreement, which the
Company terminated in December 2013. The Compayracorded an impairment charge of $302,000 etlat@roduction equipment built
for NMTC during 2013. The Company did not recograpg impairment charges during the years endedrbleee31, 2014 and 2012.

Revenue Recognitio

The Company recognizes revenue from product salkgsantract arrangements, net of discounts ang sellated taxes. The Company
recognizes revenue from product sales when thgrergiasive evidence that an arrangement exidigedehas occurred, the price is fixed or
determinable and collectability is reasonably aesgur

The Company offers customers the choice to eitbehase a system outright or to receive a systeendf charge in exchange for an
annual minimum purchase commitment for diagnosst tartridges. When a system is sold, the Comgangrally recognizes revenue upon
shipment of the unit, however, if the end userayehas the instrument being purchased installéd kication, revenue is recognized whern
revenue recognition terms other than delivery Haaen satisfied. When a system is placed free afyehander a “reagent rental” agreement,
the Company retains title to the equipment andritains capitalized on the balance sheet under gyogred equipment. Under reagent rental
agreements, the Company’s customers pay an adalisgatem rental fee for each test cartridge pwethavhich varies based on the monthly
volume of test cartridges purchased. The systemalrése and diagnostic test cartridges are receghnds contingent rental payments and are
included in product revenue in the Company’s cadatéd financial statements.

The Company has not had significant product retantkis not contractually obligated to accept retumless such returns are related to
warranty provisions. The Company does not acceygart product returns, mainly due to FDA regulatj@and does not offer volume rebates
or provide price protection.

The Company enters into performance evaluationrprogor PEP, agreements pursuant to which a syisterstalled on the premises of
a pre-qualified customer for the purpose of allapine customer to evaluate the system’s functignalier an extended trial period. The
customer generally agrees to purchase a startat #hie time of installation and agrees to purcl@asenimum volume of reagents over the life
of the trial period.

Revenues related to royalties received from licemse recognized evenly over the contractual pedadhich the license relates.
In those cases where the Company bills shippinghandling costs to customers, the amounts billedrarluded in product revenue.
Product Warranties

The Company generally offers a one -year warramtyt$ systems sold to customers and up to a sixgywarranty for reagents and
provides for the estimated cost of the product arasr at the time the system sale is recognizedoFathat affect the Company’s warranty
reserves include the number of units sold, hissband anticipated rates of warranty repairs apcttist per repair. The Company periodically
assesses the adequacy of the warranty reservelprstissthe amount as necessary.

Product warranty reserve activity for the yearseshDecember 31, 2014 , 2013 and 2012 is as fol{owthousands):

2014 2013 2012
Beginning balance $ 22¢  $ 217 $ 92
Warranty expenses incurred (60¢) (649) (30%)
Provisions 577 65¢ 43C
Ending balance $ 198§ 22¢ % 217

Research and Development Co

The Company expenses all research and developroststio the periods in which they are incurred sskbere is alternative future use
that supports the capitalization of an asset.
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Income Taxes

Current income tax expense is the amount of incaxes expected to be payable for the current yedeferred income tax liability or
asset is established for the expected future tagempences resulting from the differences in firdmeporting and tax bases of assets and
liabilities. A valuation allowance is provided ffis more likely than not that some or all of trefatred tax assets will not be realized. A full
valuation allowance has been recorded against dingp@ny’s net deferred tax assets due to the umegrgurrounding the Company'’s ability
to utilize these assets in the future. The Compmunyides for uncertain tax positions when suchp@asitions do not meet the recognition
thresholds or measurement standards prescribdtelguthoritative guidance on income taxes. Amofartancertain tax positions are adjusted
in periods when new information becomes availablelten positions are effectively settled. The Conypaecognizes accrued interest related
to uncertain tax positions as a component of inctarexpense.

A tax position that is more likely than not to lealized is measured at the largest amount of tagflighat is greater than 50% likely of
being realized upon settlement with the taxing axityr that has full knowledge of all relevant infioation. Measurement of a tax position that
meets the more likely than not threshold consitle@samounts and probabilities of the outcomesdbald be realized upon settlement using
facts, circumstances and information availabldatreporting date.

Stock-Based Compensation

The Company recognizes stock-based compensati@nsepelated to stock options, shares purchasest thel Company's 2013
Employee Stock Purchase Plan, or ESPP, restritbell awards, and restricted stock units grantezhiployees and directors in exchange for
services. The compensation expense is based daithvalue of the applicable award utilizing varsoassumptions regarding the underlying
attributes of the award. The stock-based compensatipense is recorded in cost of revenues, satemarketing, research and development,
and general and administrative expenses basecc@niployee's respective function.

The estimated fair value of stock options granted,of forfeitures expected to occur during thetmgsperiod, is amortized as
compensation expense on a straight-line basidlecteresting as it occurs. The expense is derfvaah the Black-Scholes Option Pricing
Model that uses several judgment-based variablealtwlate the expense. The inputs include the@gdderm of the stock option, the
expected volatility and other factors.

* Expected TernExpected term represents the period that the dtaskd awards are expected to be outstanding aedeignined by
using the simplified method.

« Expected Volatilit, Expected volatility represents the volatiliythe Company’s stock price expected over the ebgoeterm of
the option and is determined by review of the Comyfsaand similar companies’ historical experience.

« Expected Dividen. The Black-Scholes Option Pricing Model cafis & single expected dividend yield as an inpue Tompany
assumed no dividends as it has never paid dividand$as no current plans to do so.

« Risk-Free Interest Rate. The risk-free interest rate used in the Blackebes Option Pricing Model is based on publishes.U
Treasury rates in effect at the time of grant ferigds corresponding with the expected term obfbtéon.

The compensation expense related to the granstfaied stock awards or units is calculated agdhanarket value of the stock on the
grant date as further adjusted to reflect expeitidditures.

Foreign Currency Translation

In 2010, the Company changed its functional culydrmm the British Pound to the U.S. Dollar andeassand liabilities of the
Company’s entities outside of the U.S. were traadlanto U.S. dollars based on foreign currencyharge rates in effect at the end of each
period, and revenues and expenses were translatetighted average exchange rates during the per@dins or losses resulting from these
foreign currency translations of the Company’s &sard liabilities were recorded in accumulatedottomprehensive loss in the consolidatec
balance sheets. Upon the liquidation of Osmetectharfourth quarter of 2013, $450,000 of accumudlather comprehensive loss was realizec
in other expense during 2013.

Transactions in foreign currencies were recogniradg the rate of exchange prevailing at the dbtkeotransaction. Foreign exchange
gain (loss), which is included in the accompanyingsolidated statements of operations, totaledd®09$19,000 and $6,000 for the years
ended December 31, 2014 , 2013 and 2012 , respBgtand relate primarily to transactions denonmgdadh U.S. dollars which were paid in
Euros.
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Net Loss per Common Shau

Basic net loss per share is calculated by divitiisg available to stockholders of our common s{tlo& numerator) by the weighted
average number of shares of the Company's commok stitstanding during the period (the denomina®inares issued during the period anc
shares reacquired during the period are weighteth&portion of the period that they were outstagdDiluted loss per share is calculated in ¢
similar way to basic loss per share except that#mminator is increased to include the numbeadditional shares that would have been
outstanding if the dilutive potential shares hadrbissued unless the effect would be anti-dilutive.

The computations of diluted net loss per shardiferyears ended December 31, 2014 , 2013 and 201®dinclude the effects of the

following stock options to acquire stock which wergstanding as of the end of each year becaudadiusion of these securities would have
been anti-dilutive (in thousands).

Year Ended December 31,

2014 2013 2012
Options outstanding to purchase common stock 2,47¢ 1,821 1,53¢
Unvested restricted stock 91€ 97¢ 96¢€
Unvested performance stock 32 — —
Total 3,427 2,791 2,50¢

Concentration of Risk

Sales to individual customers representing grehtar 10% of the total revenues for the years eimrmber 31, 2014, 2013 and 2012
were as follows:

Year Ended December 31,
2014 2013 2012
Natural Molecular Testing Corporation —% 30% 58%
Companion Dx Reference Labs, LLC — —% 10%

Comprehensive Loss

The Company has the option to present the totebofprehensive income, the components of net incanetthe components of other
comprehensive income either in a single continga®ment of comprehensive income or in two sepdmatt consecutive statements. The
Company’s comprehensive loss is comprised of resel®, unrealized gains and losses on availabgafersecurities and foreign currency
translation.

Recent Accounting Pronouncemen

From time to time, new accounting pronouncemergssaued by the Financial Accounting Standard Baarthe FASB, or other
standard setting bodies that the Company adopiftas specified effective date. The Company beléethat the impact of recently issued
standards that are not yet effective will not haveaterial impact on its financial position or lésof operations upon adoption.

In May 2014, the FASB issued Accounting Standargddte (ASU) 2014-09, Revenue from Contracts witet@uers. The new
standard is based on the principle that revenuelghie recognized to depict the transfer of prothigeods or services to customers in an
amount that reflects the consideration to whichehtity expects to be entitled in exchange for ¢hgsods or services. ASU 2014-09 will be
effective for the Company beginning in the firstager of fiscal 2017 and allows for a full retrosgree or a modified retrospective adoption
approach. The Company is currently evaluating tygeict of ASU 2014-09 on its consolidated finanstatements.

3. Intangible Assets, net

Intangible assets as of December 31, 2014 and @dsted of the following (in thousands):
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December 31, 2014 December 31, 2013
Gross Net Gross Net
carrying Accumulated carrying carrying Accumulated carrying
amount amortization amount amount amortization amount
Licensed intellectual property $ 2,75C $ (880) $ 1,87C $ 2,40¢ $ (1,212) $ 1,19

In March 2012, the Company entered into a licelggeeanent with Caliper Life Sciences Inc., or Calipairsuant to which the Company
obtained a non-exclusive license under Caliper@ofiuidics patent portfolio. In consideration fiie license, the Company agreed to pay
Caliper $400,000 in up-front payments recordednaigtangible asset on the Company’s balance sltegtcprtain sales-based milestone
payments, as well as a royalty on the sale of ikepi@ducts. As part of the agreement, the Compmédntgined an unconditional release from
and all claims based upon any alleged infringeroéttie licensed patents prior to the effective ddtthe agreement. The Company met sales
based milestones in March 2013 and March 2014drigg a payment of $450,000 and $550,000 , resfgtiwhich were made after the
fiscal year during which the respective milestorssachieved.

In July 2012, the Company entered into a developmaiaboration and license agreement with Advarldgdid Logic, Inc., or ALL,
which was acquired by lllumina, Inc. in July 20LBder the terms of the agreement, the Companylestat a collaborative program to
develop in-vitro diagnostic products incorporatilglL’s proprietary electro-wetting technology in ganction with the Company’s
electrochemical detection. The Company paid ALlupfront license payment of $250,000 and agreecyoup to $1,750,000 in potential
additional milestone payments. Pursuant to theesgest, the parties agreed to enter into a suppbeagent relating to the manufacture and
supply of certain ALL components. The agreemerd ptevides that the Company would, upon the ocouweef certain events, be obligatet
pay to ALL a royalty consisting of a low- to midagile digit percent of net sales of designated Beermproducts containing ALL components
which the Company manufactures or are otherwisenastufactured and supplied by ALL. The Company ceetain milestones in August
2013 and June 2014 resulting in payment of $200e0@0$350,000 , respectively.

In October 2010, the Company entered into an extallal property license agreement under which tragany previously made license
fee payments totaling $ 2.1 million to the licenstdne Company terminated this license agreemebetember 2013 and recorded an
impairment charge to general and administrativeeagps for the remaining net book value of $ 1.6ianikt that time.

Intellectual property licenses had a weighted ayeramaining amortization period of 7.36 yearsfd3exember 31, 2014 . Amortization
expense for intangible assets amounted to $227,$862,000 and $200,000 for the years ended DeaeBih@014 , 2013 and 2012 ,
respectively. Estimated future amortization expdnseéhese licenses is as follows (in thousands):

Years Ending December 31, Future Amortization Expense

2015 $ 257
2016 254
2017 254
2018 254
2019 254
Thereafter 597
Total $ 1,87(C

4. Stockholders’ Equity
Follow-on Stock Offering

In August 2013, the Company completed a publiofetbn stock offering of 8,765,000 shares of its owon stock which generated net
cash proceeds of approximately $80,672,000 .

5. Stock-Based Compensation
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In 2010, the Company adopted the 2010 Equity Iricermlan, or the 2010 Plan, which provides forghant of incentive and
nonstatutory stock options, restricted stock, stmgreciation rights, restricted stock units, iettd stock bonuses and other stock-based
awards. Employee participation in the 2010 Plaat ithe discretion of the compensation committetnefboard of directors of the Company.
All options granted under the 2010 Plan are exabtésat a price equal to the closing quoted markiee of the Company’s shares on the
NASDAQ Global Market on the date of grant and gatgwvest over a period of betweone and four years.

Options are generally exercisable for a periodoupQt years after grant and are forfeited if emplegtris terminated before the options
vest. As of December 31, 2014 , there were 437sh2res available for future grant of awards unider2010 Plan.

The following table summarizes stock option acyivdtiring the year ended December 31, 2014 :

Weighted
Number of average
shares exercise price

Outstanding December 31, 2013 1,821,211 $ 6.8¢
Granted 946,91t $ 11.8¢
Exercised (101,40) $ 5.3C
Forfeitures (187,299 $ 9.57
Outstanding December 31, 2014 2,479,443 & 8.6¢€
Vested and expected to vest at December 31, 2013 2,269,311 % 6.2t
Exercisable at December 31, 2014 1,282,63 ¢ 6.2E

The weighted average fair value of options grawdiigthg the years ended December 31, 2014 , 2012@1H2 was $7.45 , $7.30 and
$3.80 per share, respectively. Options that weeeagsable as of December 31, 2014 had a remaing@ighted average contractual term of 5.9¢
years and an aggregate intrinsic valu$9,466,000 . As of December 31, 2014 , there wa&l$7000 of unrecognized compensation cost
related to stock options. That cost is expectduetoecognized over a weighted average-period of&a®s. The intrinsic value of options
exercised during the years ended December 31, 22043 and 2012 was $584,000 , $730,000 and $207 @&pectively. As ddecember 3]
2014 , there were 2,479,435 stock options outstanavhich had a remaining weighted average contehteérm of 7.37 years and an aggregat
intrinsic value of $12,320,000 .

Valuation of Stock-Based Awards

The assumptions used in the valuation of stockébaseards for the years ended December 31, 20143 &0d 2012 , are summarized in
the following table:

Years Ended December 31,

2014 2013 2012
Expected volatility (%) 69% 74% 75%
Expected life (years) 6.0¢ 6.0¢ 5.92
Risk free rate (%) 1.82% 1.17% 0.97%
Expected dividend yield (%) —% —% —%

The Company is required to estimate potential farfes of restricted stock grants and adjust corsgion cost recorded accordingly.
The estimate of forfeitures is based on histofficekiture experience and will be adjusted overrdguisite service period to the extent that
actual forfeitures differ, or are expected to diffeom such estimates. Changes in estimated farfes will be recognized through a cumulative
catch-up adjustment in the period of evaluationailidalso impact the amount of stock compensag®pense to be recognized in future
periods.

Share Warrants

During 2009, the Company issued warrants to pueeB8s317 of Osmetech’s ordinary shares with anoeseprice of £6.90 per share to
a director for services to the Company in connectiith a stock offering completed in 2009. Pursuarthe terms of the warrant, this warrant
was converted in connection with the Company’sganization into a warrant to purchase
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88,317 shares of the Company’s common stock akartise price of $9.98 . These warrants were fudlsted and exercisable upon issuance,
and expired unexercised on June 30, 2012.

Restricted Stock Awards and Uni

In March 2013, the Company transitioned to grantegjricted stock units under the 2010 Plan in diEgranting restricted stock
awards. The Company'’s restricted stock activitytfar year ended December 31, 2014 was as follows:

Restricted Stock Awards Restricted Stock Units

Weighted Weighted

Number Average Number Average

of Grant Date of Grant Date

shares Fair Value shares Fair Value
Unvested at December 31, 2013 508,60t $ 4,54 474,84 $ 11.517
Granted — 3 — 548,56¢ $ 11.62
Vested (295,23) $ 4.3€ (189,199 $ 11.9¢
Forfeitures (39,76) % 5.717 (92,23) $ 11.7¢
Unvested as December 31, 2014 173,61 ¢ 4.5€ 741,99 ¢ 11.4¢

Restricted stock awards or units may be grantéideadiscretion of the compensation committee ofatbard of directors under the 2010
Plan in connection with the hiring or retentionpefsonnel and are subject to certain conditionstrR&ons expire at certain dates after the
grant date in accordance with specific provisionthe applicable award agreement.

As of December 31, 2014 , there was $695@0inrecognized compensation cost related to otstristock awards. That cost is expe!
to be recognized over a weighted average-peridda¥ years. The total fair value of restricted ktawards that vested during the years endec
December 31, 2014 , 2013 and 2012 was $3,466,$0201,000 and $724,000 , respectively.

As of December 31, 2014 , there was $6,404,000#fangnized compensation cost related to restretimek units. That cost is expected
to be recognized over a weighted average peri@d7®f years. The total fair value of restricted ktonits that vested during the years ended
December 31, 2014 , 2013 and 2012 was $2,121 $0®,000 and zero , respectively.

The Company granted 43,200 performance-basedatestistock units in March 2014 with a grant datevialue of $12.30 . The vesting
and issuance of Company stock pursuant to thesedawlapends on obtaining regulatory clearance iwéws products within a defined time.
Stock-based compensation expense for performarsedizavards is recognized when it is probable tieaapplicable performance criteria will
be satisfied. The probability of achieving the valet performance criteria is evaluated on a quigrbarsis. On December 31, 2014 , 10,800
units were earned and vested with a total faire@f$147,000 . As of December 31, 2014 , there$2&9,000 in unrecognized stock-based
compensation expense related to the remaining tetv@svards.

Stock-Based Compensation Expense Recognition

Stock-based compensation was recognized in theolidated statements of comprehensive loss as fell@gmwthousands):

Years Ended December 31,

2014 2013 2012
Cost of revenue $ 72 % 16z $ 12t
Sales and marketing 1,84¢ 1,22 55¢
Research and development 1,194 613 50¢
General and administrative 2,681 1,89¢ 1,16(
Stock-based compensation expense $ 579 $ 3,89: $ 2,352

No stock-based compensation was capitalized ddinegeriods presented, and there was no unrecabt@zxébenefit related to stock-
based compensation for the years ended Decemb2034,, 2013 and 2012 , respectively.

Employee Stock Purchase Ple
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Following the adoption of the ESPP by the Compabyard of directors in March 2013, the Companysldiolders approved the ESPP
in May 2013 at the Company's Annual Meeting of Bhmdders. A total of 650,000 shares of the Compsuegmmon stock are reserved for
issuance under the ESPP, which permits eligiblel@yaps to purchase common stock at a discount ghrpayroll deductions.

The price at which stock is purchased under theFEISRRqual to 85% of the fair market value of tbenmon stock on the first or the last
day of the offering period, whichever is lower. @glly, each offering under the ESPP will be faresiod of six months as determined by the
Company's board of directors; provided that noraftgperiod may exceed 27 months . Employees magsirup to 10% of their gross
compensation through payroll deductions. In no eweay an employee purchase more than 1,500 shicesnonon stock during any six-
month offering period. As of December 31, 2014er¢hwere 528,142 shares of common stock availablisguance under the ESPP. As the
ESPP is a compensatory plan as defined by the idtatiivee guidance for stock compensation, stockedasompensation expense, calculated
using the Black-Scholes model at the beginningashesix-month offering period, related to the ESIBR been recorded during the year endec
December 31, 2014 .

A summary of ESPP activity for the year ended Ddmem31, 2014 and 2013 is as follows (in thousaexisept share, and per share d:

Year Ended December 31,

2014 2013

Shares issued 88,41¢ 33,43¢
Weighted average fair value of shares issued $ 11.2C $ 11.9(
Employee purchases $ 81z $ 29¢

6. Income Taxes
For the years ended December 31, 2014 , 20132@h2, all pretax earnings and losses were genkiratbe United States.

The components of income tax expense (benefit) agrfellows for the years ended December 31, 2@D43 , and 2012 , respectively
(in thousands):

Years Ended December 31,

2014 2013 2012
Current expense:
U.S. federal $ — 8 — % —
State (579 44 10¢
Foreign (non-U.S. entities) — — 45
Total current expense (benefit) $ (573 % 44 % 14¢

The components of net deferred income taxes ceasdtthe following at December 31, 2014 and 20E3pectively (in thousands):
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As of December 31,

2014 2013
Deferred income tax assets (liabilities):
NOL and credit carryforwards $ 44,76¢ $ 31,89
Compensation accruals 3,07¢ 1,91z
Accruals and reserves 2,551 2,39¢
State tax provision 8 5
Federal benefit of state UTP — 17z
Inventory adjustments 513 53¢
Intangible assets 35E 1,31¢
Mark to market of marketable securities — 111
Other 10 —
Subtotal: Deferred tax assets 51,28 38,34:
Depreciation (635) (499
Valuation allowance (50,649 (37,847
Net deferred income taxes $ — % —

A reconciliation of income tax expense to the am@amputed by applying the statutory federal incaenerate to the loss from
operations is summarized for the years ended Deee8ih 2014 , 2013, and 2012 , respectively, bevis:

Years Ended December 31,

2014 2013 2012
U.S. Federal statutory income tax rate 34.C% 34.C% 34.C%
Permanent differences (0.9% (0.6)% (0.9%
State taxes 2.€% (1.0% 5.2%
Executive compensation limitation (0.7% (0.9% — %
Stock-based compensation (1.59% (0.9% — %
Effect of non-U.S. operations — % — % (0.2%
Other 0.2% (0.99% (0.2)%
Valuation allowance (32.9% (30.9% (38.9%
Total tax provision 1.£% (0.2)% (0.9%

The Company had federal net operating loss (NOtryt@wards available of approximately $128,400,@800f December 31, 205dter
consideration of limitations under Section 382t tnternal Revenue Code, or Section 382, as fudiscribed below. Additionally, the
Company had state NOL carryforwards available @&2$400,000 as of December 31, 2014 . These fedrdastate NOLs may be used to
offset future taxable income and will begin to egpn 2025 and 2016, respectively.

Of the $128,400,000 and $122,400,000 of federalstag NOL carryforwards at December 31, 2014781000 represents excess tax
benefits related to equity compensation which vedult in an increase in equity if and when suatess benefits are ultimately realized.

The future utilization of the Company’s NOL carrgfi@rds to offset future taxable income may be stthifea substantial annual
limitation as a result of changes in ownership toglksholders that hold 5% or more of the Compangisimon stock . An assessment of such
ownership changes under Section 382 was completedgh December 31, 2014. As a result of this assest, the Company determined that
it experienced multiple ownership changes througit2which will limit the future utilization of NOlcarryforwards. The Company has
reduced its deferred tax assets related to NOlyoaers that are anticipated to expire unused asultrof ownership changes. These tax
attributes have been excluded from deferred tagtasgith a corresponding reduction of the valuatibowance with no net effect on income
tax expense or the effective tax rate. Additiondilyure ownership changes may further impact tiization of existing NOLs.

The Company has established a full valuation altmedor its deferred tax assets due to uncertaithiat preclude it from determining
that it is more likely than not that the Companyl v able to generate sufficient taxable incomeetiize
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such assets. Management assesses the availalilegoasd negative evidence to estimate if suffitfeture taxable income will be generate
utilize the existing deferred tax assets. A sigaifit piece of objective negative evidence evaluatesithe cumulative loss incurred over the
three year period ended December 31, 2014 . Syebtoke evidence limits the ability to consider etisubjective evidence such as the
Company's projections for future growth. Basedtos évaluation, as of December 31, 2014 , a valoallowance of $50,648,000 has been
recorded in order to measure only the portion efdlferred tax asset that more likely than notlvélrealized. The amount of the deferred tax
asset considered realizable, however, could bestat]uf objective negative evidence in the forntafulative losses is no longer present and
additional weight may be given to subjective evitlersuch as estimates of future taxable incomengwarryforward periods and the
Company's projections for growth.

The Company applies the two-step approach to réziognand measuring uncertain tax positions. Trst fitep is to evaluate the tax
position for recognition by determining if the whigf available evidence indicates it is more fkgdan not that the position will be sustained
on audit, including resolution of related appeal$itmation processes, if any. The second stdp imeasure the tax benefit as the largest
amount, which is more than 50% likely of being iz&d upon ultimate settlement. Income tax positimust meet a more likely than not
recognition threshold at the effective date todmognized upon the adoption of ASC 740 and in syesg periods. This interpretation also
provides guidance on measurement, derecognitiassification, interest and penalties, accountinigtierim periods, disclosure and transition.

The following table summarizes the changes to wyeized tax benefits for the years ended Decembe2(@L4 , 2013 and 2012 ,
respectively (in thousands):

Years Ended December 31,

2014 2013 2012
Beginning balance of unrecognized tax benefits 382 382 382
Lapses in the statute of limitations (382)
Ending balance of unrecognized tax benefits = 382 382

At December 31, 2014 and December 31, 2013 , tlep@ay has accrued interest and penalties of zet&228,000 , respectively. The
Company does not anticipate that there will begaiicant change in the amount of unrecognizedoixefits over the next twelve months. The
Company recognizes interest and penalties relateddertain tax positions in income tax expense.

Prior to 2013, the Company was subject to taxatidhe United Kingdom, the United States and vagistates jurisdictions. After 2013,
the Company is subject to taxation in the Uniteatédt and various state jurisdictions. As of Decartie2014 , the Company’s tax years from
2010 through 2012 are subject to examination byuthiged Kingdom tax authorities. Except for net gtimg losses generated in prior years
carrying forward to the current year, as of Decenftie 2014 , the Company is no longer subject ®. federal, state, local or foreign
examinations by tax authorities for years beforé®0

7. Commitments and Contingencies
Leases

The Company has lease agreements for its officapyfaaturing, warehousing and laboratory space andffice equipment. Rent and
operating expenses charged were $1,147,000 , $0@2tand $1,323,000 for the years ended Decemh&034 , 2013, and 2012 ,
respectively. Pursuant to the Company’s lease agrpts, a portion of the monthly rental has beeerdedi. The balance deferred at
December 31, 2014 and 2013 was $1,601,000 and%00@, respectively.

Annual future minimum obligations for leases a®etember 31, 2014 are as follows (in thousands):
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Years Ending December 31, Amount

2015 $ 1,08¢
2016 1,11¢
2017 1,12
2018 1,15¢
2019 1,191
Thereafter 1,85:
Total minimum lease payments $ 7,52

Legal Proceeding:

From time to time, the Company is party to litigatiand other legal proceedings in the ordinary ssuand incidental to the conduct of
its business. While the results of any litigatiorother legal proceedings are uncertain, the Compaes not believe the ultimate resolution of
any pending legal matters is likely to have a makeffect on its financial position or resultsagerations.

8. Inventories

Inventory on hand as of December 31, 2014 and 2@3comprised of the following (in thousands):

December 31,

2014 2013

Raw materials $ 59 $ 7iE
Work-in-process 66C 437
Finished goods 884 952
$ 2,137 $ 2,10z

9. Property and Equipment, net

Property and equipment comprised of the followisgphDecember 31, 2014 and 2013 (in thousands):

December 31,

2014 2013

Property and equipment—at cost:
Plant and machinery $ 6,737 $ 3,26(
XT-8 Instruments 6,611 7,01
Office equipment 1,441 1,32t
Leasehold improvements 4,05( 3,75¢
Total property and equipment—at cost 18,83¢ 15,35:
Less accumulated depreciation (7,787 (6,762)
Property and equipment, net $ 11,05 $ 8,591

Depreciation expense was $2,429,000 , $2,187,00$898,000 for the years ended December 31, 22043 and 2012 , respectively.
During the year ended December 31, 2014, the Coyngiaposed of certain assets no longer in use avitet book value of $102,000ecorde!
in operations. During the year ended December @13 2he Company recorded an impairment chargededun depreciation expense of
$302,000 related to production equipment which leeh built for NMTC.

10. Loan payable

In September 2012, the Company entered into a esw Iban with Banc of California, consisting of flelowing two loans.
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1) The Company increased the letter of credit gledito its landlord of its Carlsbad, Californiaifiag to $758,000 from the previous
letter of credit of $500,000 . The increase inlgtter of credit was required by the Company’s lardlin connection with the Company’s lease
of additional space at this facility. The letteedit was secured with $758,000 of restricted cagbeaember 31, 2014 .

2) The Company obtained a variable rate term loam Banc of California in the amount of $836,00@hvan initial interest rate of
3.75% that expired in July 2013 . This term logplaeed the Square 1 Bank equipment loan of the sanwaint with an interest rate of 6.75% .
As of December 31, 2014 , the Company had rephmligdtanding amounts under this loan.

Pursuant to the terms of the Banc of Californiafess loan agreement, the Company was requireciatamn restricted cash, honor
certain representations and warranties (includingnot limited to, organization, financial infortran and taxes), affirmative covenants
(including, but not limited to, financial recordasurance and environmental compliance and reparégjative covenants (including, but not
limited to, indebtedness and liens, continuity pé@tions and loans, acquisitions and guarantrespther provisions; however, the Company
was not required to maintain liquidity ratios, regive covenants or other limitations, to whiclwias subject under the Square 1 Bank loan an
security agreement.

Principal repayment obligations under the Loan &grent as of December 31, 2014 was $0

In January 2015, the Company entered into a lodrsanurity agreement with General Electric Capd@aiporation. See Footnote 16,
Subsequent eventfor more information.

11. Employee benefit plan

The Company has a 401(k) tax-deferred savings plaareby eligible employees may contribute a paeganof their eligible
compensation. The Company may make matching cemiwitts under the 401(k) plan; however, the Comgsas/not made any such
contributions to date.

12. Other current liabilities

Other current liabilities as of December 31, 20td 2013 consisted of the following (in thousands):

December 31,

2014 2013
Accrued royalties $ 1,21C % 1,02(
Outside services and consulting 1,02¢ 907
Accrued warranties 19t 22¢€
Other accrued liabilities 1,21¢ 80¢
Total $ 3,65: % 2,96:

13. Fair value of financial instruments

The following table presents the financial instrumtisemeasured at fair value on a recurring basthefinancial statements of the
Company and the valuation approach applied to ekads of financial instruments at December 31, 2041d2013 , respectively, (in
thousands):
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Money market funds (cash equivalents)
Corporate notes and bonds
U.S. government and agency securities

Money market funds (cash equivalents)
Corporate notes and bonds

U.S. government and agency securities
Commercial paper

At December 31, 2014 , the carrying value of tinafficial instruments measured and classified withivel 1 was based on quoted prices

December 31, 2014

Quotes Prices

in Active Significant
Markets for Other
Identical Observable Significant
Assets Inputs Unobservable
(Level 1) (Level 2) Inputs (Level 3) Total
$ 31,41: $ — % — % 31,41:
— 18,38’ — 18,38’
— 15,26¢ — 15,26¢
$ 31,41: $ 33,65. $ — % 65,06!
December 31, 2013
Quotes Prices
in Active Significant
Markets for Other
Identical Observable Significant
Assets Inputs Unobservable
(Level 1) (Level 2) Inputs (Level 3) Total
$ 1991( % — % — % 19,91(
22,95¢ 22,95¢
43,11°¢ 43,11°¢
— 3,79 — 3,791
$ 19,91( $ 69,86¢ $ — % 89,77¢

and marked to market. Level 2 inputs for the vaduret are limited to quoted prices for similar asgmtliabilities in active markets and inputs
other than quoted prices that are observable toasiset or liability.

14. Investments

The following table summarizes the Company’s atddldor-sale investments at December 31, 2014h@usands) :

Corporate notes and bonds
U.S. government and agency securities
Total

Gross Unrealized Gross Unrealized Estimated Fair
Amortized Cost Gains Losses Value
$ 18,40t $ 1 $ 22) $ 18,38
15,26" 2 (5) 15,26¢
$ 33,67F $ 3 $ 27) $ 33,65

During 2013, the Company sold its preferred stoslestment in Advanced Liquid Logic, Inc., or ALIn, ¢connection with ALL's
acquisition by Illlumina, Inc., resulting in a $18000 realized gain.

The following table summarizes the maturities & @ompany’s available-for-sale securities at Deam3ii, 2014 (in thousands):

Amortized Cost Estimated Fair Value

Due in one year or less $ 31,42 % 31,40:
Due after one year through two years 2,25( 2,24¢
Total $ 33,67 $ 33,65
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15. Quarterly financial data (unaudited)

Year Ended December 31, 2014
(In thousands, except per share data)

First Quarter Second Quarter Third Quarter Fourth Quarter
Total revenue $ 791: $ 6,555 $ 6,30 $ 9,82¢
Gross profit $ 4,32: $ 3458 $ 3,691 $ 5,99¢
Loss from operations $ (8,860) $ (11,265 $ (10,277) $ (8,657
Net loss $ (8,789 $ (11,210 $ (9,65¢) $ (8,617)
Per share data:
Net loss per common share—basic and diluted $ (0.22) $ 0.27) $ 029 $ (0.2

Year Ended December 31, 2013
(In thousands, except per share data)

First Quarter Second Quarter Third Quarter Fourth Quarter
Total revenue $ 11,10 $ 521t $ 4,637 $ 6,451
Gross profit $ 6,18¢ $ 2,062 % 55 $ 3,03:
Loss from operations $ (4,230) $ (8,087) $ (12,29) $ (10,27
Net loss $ 4,175 $ (8,019 $ (10,817) $ (10,637
Per share data:
Net loss per common share—basic and diluted $ (0.19) % (0.2 $ (0.30) $ (0.2¢)

16. Subsequent events

The Company has completed an evaluation of allequeEnt events through the issuance date of thassolidated Financial Statements
and the following represents subsequent eventdigatosure.

On January 12, 2015, the Company entered into a bod Security Agreement with General Electric @dyorporation, or GECC,
pursuant to which the Company obtained (a) up ®®&®,000 in a series of term loans and (b) a wvglloan in the maximum amount of
$5,000,000 .

The term loans will accrue interest at a rate etpua)) the greater of 1.00% or the/@ar treasury rate in effect at the time of fundipigs
(b) an applicable margin between 4.95% and 5.908&peum . The Company is only required to make é@stepayments on amounts borrowec
pursuant to the term loans from the applicable fugpdate until March 1, 2017 (the “Interest OnlyiBd”). Following the Interest Only Perio
monthly installments of principal and interest unttes term loans will be due until the originalrripal amount and applicable interest is fully
repaid by January 12, 2019 (the “Maturity Date”).

Borrowings under the agreement may be used tdys#tis Company’s future working capital needs, ulihg funding the commercial
launch of the Company’s ePlex system internatigreaid domestically. The Company has not yet bortbarey amounts under the agreement.

Borrowings under the revolving loan will accruedirgst at a rate equal to (a) the greater of 1.288apnum or GECC's base rate as
determined by a three-month LIBOR-based formulas |¢b) an applicable margin between 2.95% and 3.9&8éd on certain criteria as set
forth in the agreement . All principal and intereatstanding under the Revolving Loan is due angliplg on the Maturity Date. Following the
revolving credit facility activation date, the Coamny would be required to pay GECC a commitmentfpeal to 0.75% per annum of the
amounts made available but unborrowed under thelRieg Loan.

As of December 31, 2014, the Company capitalizestsoeelated to securing the debt of $90,000 whieheveapitalized and will be
amortized over the life of the loans. The Companseguired to pay GECC an annual management feghw¥iil be expensed.

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

None.
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Item 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and proceduresydesii to provide reasonable assurance that infoomagiquired to be disclosed in
reports we file under the Exchange Act is recorgedgcessed, summarized and reported within thefsgebtime periods and accumulated and
communicated to management, including our Chiefchtee Officer and Chief Financial Officer, as appriate, to allow timely decisions
regarding required disclosure. The design of arsyesy of controls is based in part upon certainrapsions about the likelihood of future
events, and there can be no assurance that amndeiflisucceed in achieving its stated goals uradlgpotential future conditions; over time,
controls may become inadequate because of chamgesdlitions, or the degree of compliance withgie or procedures may deteriorate.
Because of the inherent limitations in a cost-affeccontrol system, misstatements due to errdraard may occur and not be detected.

As of the end of the period covered by this AnriR@port on Form 10-K, we carried out an evaluatiorder the supervision and with the
participation of our management, including our €Eirecutive Officer and Chief Financial Officer, thfe effectiveness of our disclosure
controls and procedures, as defined in Rules 18a}Hnd 15d-15(e) under the Exchange Act. Basatisrevaluation, our management, with
the participation of our Chief Executive Officerda@hief Financial Officer, concluded that, as otcBeber 31, 2014 , our disclosure controls
and procedures were effective.

Changes in Internal Control Over Financial Reporting

There has been no change in our internal contret fimancial reporting that occurred in the quagieded December 31, 2014 that
materially affected, or is reasonably likely to evélly affect, our internal control over financigporting.

Management’s Report on Internal Control over Finandal Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting (as defined in Rule 13a-
15(f) of the Exchange Act). Internal control ovieraincial reporting is a process designed to proxédsonable assurance regarding the
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with accounting principles
generally accepted in the United States and inslticlese policies and procedures that:

e pertain to the maintenance of records that&seeable detail accurately and fairly reflect ta@s$actions and dispositions of our
assets;

* provide reasonable assurance that transactienreeorded as necessary to permit preparatioinafdial statements in accordance
with generally accepted accounting principles, #rad our receipts and expenditures are being malydrmaccordance with
authorizations of our management and directors; and

e provide reasonable assurance regarding preveatitimely detection of unauthorized acquisitiose or disposition of our assets
that could have a material effect on the finansiatements.

Because of inherent limitations, internal contretiofinancial reporting may not prevent or detetstatements. Projections of any
evaluation of effectiveness to future periods agjet to the risks that controls may become inadegibecause of changes in conditions o
the degree of compliance with policies or procesunay deteriorate.

Under the supervision and with the participatiomof management, including our Chief Executive €ffiand Chief Financial Officer,
we conducted an evaluation of the effectivenessuofinternal control over financial reporting asDEcember 31, 201dased on the framewc
in Internal Control — Integrated Frameworikssued by the Committee of Sponsoring Organizatidriee Treadway Commission (2013
framework) (COSO). Based on our evaluation undisrftamework, our management concluded that oermai control over financial
reporting was effective as of December 31, 2014 .

Management’s assessment of the effectiveness ahtauinal control over financial reporting as ofd@eber 31, 2014 has been audited
by Ernst & Young LLP, an independent registeredipudxcounting firm, as stated in their report whis included herein.
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We have audited GenMark Diagnostics, Inc.’s intecoatrol over financial reporting as of Decembér 3014, based on criteria established in
Internal Control-Integrated Framework issued byG@enmittee of Sponsoring Organizations of the TneadCommission (2013 framework)
(the COSO criteria). GenMark Diagnostics, Inc.’snagement is responsible for maintaining effectivterinal control over financial reporting,
and for its assessment of the effectiveness offriatecontrol over financial reporting included lretaccompanying Management’s Report on
Internal Control over Financial Reporting. Our r@sgibility is to express an opinion on the compargternal control over financial reporting
based on our audit.

We conducted our audit in accordance with the staigdof the Public Company Accounting OversightriBq&nited States). Those standards
require that we plan and perform the audit to obtagasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal coraxe@r financial reporting, assessing the risk
that a material weakness exists, testing and etinagutihe design and operating effectiveness ofiiralecontrol based on the assessed risk, anc
performing such other procedures as we considezedssary in the circumstances. We believe thaawdit provides a reasonable basis for ou
opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonablesmesuregarding the reliability of financial
reporting and the preparation of financial statet:iéor external purposes in accordance with gelyesatepted accounting principles. A
company’s internal control over financial reportingludes those policies and procedures that (ftajmeto the maintenance of records that, in
reasonable detail, accurately and fairly refleettitansactions and dispositions of the assetsafdmpany; (2) provide reasonable assurance
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expenditureh®ttbmpany are being made only in accordance witioaizations of management and
directors of the company; and (3) provide reasanabsurance regarding prevention or timely detecfainauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢tmisstatements. Also, projections of any
evaluation of effectiveness to future periods agject to the risk that controls may become inadegibecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, GenMark Diagnostics, Inc. maintaina all material respects, effective internalttohover financial reporting as of December
31, 2014, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the 2014
consolidated financial statements of GenMark Diagjes, Inc. and our report dated February 24, 26dfessed an unqualified opinion
thereon.

/sl Ernst & Young LLP
San Diego, California

February 24, 2015
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Iltem 9B. OTHER INFORMATION
None.
PART IlI.
Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

The information required by this Item is incorp@ein this Annual Report by reference from the iinfation under the captions “Board
of Directors Information,” “Executive Officers” arf&ection 16(a) Beneficial Ownership Reporting Cdiance” contained in the Proxy
Statement to be filed in connection with our 20ItAal Meeting of Stockholders, or the Proxy Stataime

Code of Business Conduct and Ethics

We have adopted a code of business conduct aras dtiniour directors, officers and employees, wiigchvailable on our website at
www.genmarkdx.com in the Investor Relations sectinder “Corporate Governance.” If we make any sriste amendments to the code of
business conduct and ethics or grant any waiven figrovision of the code of business conduct dnideto any executive officer or director,
we will promptly disclose the nature of the amendbw@ waiver on our website. The information ontlwat can be accessed from, our website
is not incorporated by reference into this Annuapgrt.

Item 11. EXECUTIVE COMPENSATION

The information required by this Item is incorp@cin this Annual Report by reference from the iinfation under the captions
“Executive Compensation,” “Compensation Committetedlocks and Insider Participation” and “Reportltéd Compensation Committee”
contained in the Proxy Statement.

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

The information required by this Item is incorpacin this Annual Report by reference from the linfation under the captionSé&curity
Ownership of Certain Beneficial Owners and Managgfrend “Equity Compensation Plan Information” caimied in the Proxy Statement.

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

The information required by this Item is incorp@cin this Annual Report by reference from the iinfation under the captions “Certain
Relationships and Related Transactions,” and “Bo&idirectors Information” contained in the Proxtaément.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item is incorp@cin this Annual Report by reference from the iinfation under the captions
“Principal Accountant Fees and Services” and “Repbthe Audit Committee” contained in the Proxatgment.
Item 15. EXHIBITS, FINANCIAL STATEMENTS AND SCHEDULES

(@) Documents filed as part of this Annual Rep

1. The following financial statements of GenMara@nostics, Inc. and Report of Independent Regidt@ublic Accounting Firm, are
included in this report:

Report of Ernst & Young LLP, Independent RegistePetblic Accounting Firm
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Report of Deloitte & Touche LLP, Independent Regjistl Public Accounting Firm
Consolidated Balance Sheets at December 31, 2Ql2Gi8
Consolidated Statements of Comprehensive Loshiéye¢ars ended December 31, 2014 , 2013 and 2012
Consolidated Statements of Stockholders’ Equitytlieryears ended December 31, 2014 , 2013 and 2012
Consolidated Statements of Cash Flows for the yeaded December 31, 2014 , 2013 and 2012

Notes to Consolidated Financial Statements

2. List of financial statement schedules. All shiles are omitted because they are not applicatifeeaequired information is shown
in the financial statements or notes thereto.
3.
4, List of Exhibits required by Item 601 of Redida SK. See Item 15(b) belo
(b) Exhibits.

The exhibits listed in the accompanying “Exhibitiéx” are filed, furnished or incorporated by refere as part of this Annual
Report, as indicated.
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SIGNATURES

Pursuant to the requirements of the Section 1%@)Iof the Securities Exchange Act of 1934, asrated, the Registrant has duly
caused this Report to be signed on its behalf bytidersigned, thereunto duly authorized, on Fepi24, 2015 .

GENMARK DIAGNOSTICS, INC.

By: /sl HANY M ASSARANY
Name: Hany Massarany
Title: Chief Executive Officer, President and Director

(principal executive officer)

February 24, 2015

By: /s/ SCOTT MENDEL
Name: Scott Mendel
Title: Chief Financial Officer

(principal financial and accounting officer)
February 24, 2015
POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose signhature appears below constitutes anargpfHany
Massarany and Scott Mendel, jointly and severdily attorneys-in-fact, each with the power of siton, for him or her in any and all
capacities, to sign any amendments to this ReppoRasm 10-K, and to file the same, with exhibitsréto and other documents in connection
therewith with the Securities and Exchange Commisdiereby ratifying and confirming all that eadlsaid attorneys-in-fact, or his substitute
or substitutes may do or cause to be done by virtweof.

Pursuant to the requirements of the Securities &xgl Act of 1934, this Annual Report on Form 104as been signed below by the
following persons on behalf of the registrant ia ttapacities and on the dates indicated.

Signature Title Date
/ s/ HANY M ASSARANY President, Chief Executive Officer and Directaiiripipal executive officer) 2/24/2015

Hany Massarany

/S/ SCOTT MENDEL Chief Financial Officer (principal financial andaunting officer) 2/24/2015
Scott Mendel

/ s/ JAMES Fox Chairman of the Board 2/24/2015
James Fox
/ s/ D ARYL J. FAULKNER Director 2/24/2015

Daryl J. Faulkner

/s/ KEVIN C. O'BOYLE Director 2/24/2015
Kevin C. O'Boyle

/ s/ MICHAEL S. KAGNOFF Director 2/24/2015
Michael S. Kagnoff

Lisa M. Giles Director

INDEX TO EXHIBITS
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Exhibit

3.1

3.2

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

Description

Certificate of Incorporation (incorporatedreference to our Registration Statement on Forn(l8#& No. 333-165562)
filed with the Commission on March 19, 2010).

Amended and Restated By-Laws (incorporatedkfiarence to our Current Report on 8-K filed onabetr 31, 2014).

Lease between The Campus Carlsbad, LLC an@&t&lMicro Sensors, Inc. dba Osmetech Moleculegnostics, dated
February 8, 2010 (incorporated by reference toRegistration Statement on Form S-1 (File No. 3335B2) filed with the
Commission on March 19, 2010).

Settlement and Release Agreement and Firenllment to Lease between The Campus Carlsbad, hdChnical Micro
Sensors, Inc., dated July 1, 2010 (incorporatecefgrence herein form our Form 10-K as filed whk SEC on March 14,
2013).

Settlement and Release Agreement and Secmetidment to Lease, dated January 19, 2012, byetactbn the Campus
Carlsbad, LLC and Clinical Micro Sensors, Inc. d.lisenMark Diagnostics, Inc. (incorporated by reffiee to our Annual
Report on Form 10-K filed with the Commission onrkfa21, 2012).

Third Amendment to Lease agreement dated #(28) 2012, by and between The Campus Carlsbad,drid Clinical
Micro Sensors, Inc. dba GenMark Diagnostics, Imzdrporated by reference herein from our Form 1&8sQ@iled with the
SEC on November 8, 2012).

Second Amendment to License Agreement dateel 20, 2000 by and between California Institut& ethnology and
Clinical Micro Sensors, Inc. (incorporated by refece herein form our Form 10-K/A as filed with SEC on April 18,
2013). t

Amended and Restated Chemically Modified Emey Kit Patent License Agreement by and betweem&Mvlecular
Systems, Inc., F. Hoffman-La Roche Ltd., and Chhidicro Sensors, Inc. dba Osmetech Molecular Diggjns, dated
February 27, 2008 (incorporated by reference taRmgistration Statement on Form S-1 (File No. 3835b62) filed with
the Commission on May 21, 2010).

Non-Exclusive License Agreement by and betw@iénical Micro Sensors, Inc. d.b.a. GenMark Diagtics, Inc. and
Caliper Life Sciences Inc. dated effective as of¢ha27, 2012 (incorporated by reference herein foumForm 10-Q as
filed with the SEC on May 10, 2012).

Development Collaboration and License Agregndated July 26, 2012, by and between AdvanceqdidiLogic, Inc. and
Clinical Micro Sensors, Inc. dba GenMark Diagnastinic. (incorporated by reference herein fromearm 10Q/A as filed
with the SEC on March 22, 2013). T

GenMark Diagnostics, Inc. 2010 Equity IncemfPlan, as amended (incorporated by referencert®efinitive Proxy
Statement on Schedule 14A filed with the SEC onilApt, 2014).*
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Exhibit

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

Description

Form of Stock Option Agreement (incorpordigdeference to our Registration Statement on Févin(File No. 333-
165562) filed with the Commission on April 20, 20X0

Form of Restricted Stock Agreement (incoayext by reference herein to our Form 10-Q as filiéd the SEC on November
9, 2010).*

Form of Restricted Stock Units Grant Notoel Agreement (incorporated by reference heregutd-orm 8-K as filed with
the SEC on March 12, 2013).*

Form of Amendment of Restricted Stock, Retstl Stock Unit and/or Stock Option Agreement(s)dirporated by reference
herein to our Form 10-Q as filed with the SEC oryNda2014).*

The GenMark Diagnostics, Inc. 2014 Bonus Filecorporated by reference herein to our Form &sKiled with the SEC on
March 11, 2014).*

GenMark Diagnostics, Inc. 2013 Employee ISRurchase Plan (incorporated by reference to adinDive Proxy
Statement on Schedule 14A filed with the Commissioipril 5, 2013).*

Form of Director and Officer Indemnificatiigreement (incorporated by reference to our Reggish Statement on Form
S-1 (File No. 333-165562) filed with the CommissmmMarch 19, 2010).*

Executive Employment Agreement, dated Jgnlig2010, by and between Osmetech Technologyaimt.Jon Faiz
Kayyem, Ph.D. (incorporated by reference to ourifeagion Statement on Form S-1 (File No. 333-1&55#ed with the
Commission on March 19, 2010).*

Executive Employment Agreement, dated aspof 5, 2011, by and between GenMark Diagnosties, and Hany
Massarany (incorporated by reference herein fromFoum 10-Q as filed with the SEC on May 13, 2011).

Employment Offer Letter effective May 7, 20dy and between GenMark Diagnostics, Inc. andt3dendel (incorporated
by reference to our Current Report on Form 8-Kdfikgth the SEC on May 12, 2014).*

GenMark Diagnostics, Inc. Non-Plan Stock Option@gment with Scott Mendel (incorporated by referegnasur
Registration Statement on Form S-8 (File No. 3339P9) filed with the SEC on May 13, 2014).*

GenMark Diagnostics, Inc. Non-Plan Restricted Stdokts Agreement with Scott Mendel (incorporatedréference to our
Registration Statement on Form S-8 (File No. 333929) filed with the SEC on May 13, 2014).*

Separation Agreement and General Release date®Mei4 by and between GenMark Diagnostics, Ind.Richard
Slansky (incorporated by reference to our Form 1filegd with the SEC on August 11, 2014).*

Executive Employment Agreement dated Marc010, by and between Clinical Micro Sensors, thb.a. GenMark
Diagnostics, Inc. and Jeffrey Hawkins (incorporabgdeference herein from our Form 10-Q as filethwlihe SEC on May
13, 2011).*

Executive Employment Agreement dated A@jl2010 by and between Osmetech Molecular Diage®atid Jennifer
Williams (incorporated by reference herein from Borm 10-K as filed with the SEC on March 14, 2013)

Employment Offer Letter dated April 1, 2d#8and between Clinical Micro Sensors, Inc., d.&anMark Diagnostics and
Ingo Chakravarty (incorporated by reference fromarm 10-Q filed on May 6, 2014).*

XT-8 Instrument Supply Agreement, dated August®,2 by and between Lelca Biosystems Melbournd.Rtyand

AlhiniAaal MiAavAa CAancAva lna AlhAa M AanMAvl, NiaAanAtleoe~ (inAaAviaAvA tnd s vAafAarAanAan havain fram MAnmans 1 NN A~ filAA



with the SEC on March 22, 2013).t

21.1 List of Subsidiarieg’
23.1 Consent of Deloitte & Touche LLP, Independeagistered Public Accounting Firi
23.2 Consent of Ernst & Young LLP, Independent Registé?ablic Accounting Firnv’
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24.1

31.1

31.2

32.1

32.2

101

101

101

101
101

101

Description

Power of Attorney (included on the signature pageto).v’

Certification of principal executive officearsuant to Rule 13a-14(a) and 15d-14(a) of then®exs Exchange Act of 1934,
as amended/

Certification of principal financial officgrursuant to Rule 13a-14(a) and 15d-14(a) of then®texs Exchange Act of 1934,
as amended/

Certification of the principal executive a#r pursuant to Rule 13a-14(b) of the SecuritieshBrge Act of 1934, as
amended, and 18 U.S.C. section 1350.

Certification of the principal financial afér pursuant to Rule 13a-14(b) of the SecuritieshBrge Act of 1934, as
amended, and 18 U.S.C. section 1350.

XBRL Instance Document
XBRL Taxonomy Extension Schema Document
XBRL Taxonomy Calculation Document

XBRL Taxonomy Definition Linkbase Document
XBRL Taxonomy Label Linkbase Document

XBRL Taxonomy Presentation Linkbase Document

*

v

T

Indicates a management contract or compensalaryor arrangement in which any director or namegcutive officer participates.

Included in this filing.

Confidential treatment has been granted withaessto certain portions of this exhibit.
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EXHIBIT 21.1
SUBSIDIARIES OF THE REGISRANT

Set forth below is a list of subsidiaries of thegR&ant. Unless otherwise indicated, all of thessdiaries listed below are wholly owned
subsidiaries of GenMark Diagnostics, Inc. and avaeed directly by either GenMark Diagnostics, Incbg wholly owned subsidiaries of
GenMark Diagnostics, Inc.

Subsidiary Jurisdiction of Formation
Clinical Micro Sensors, Inc. Delaware
Osmetech Inc. Delaware
GenMark Diagnostics Europe GmbH Switzerland
GenMark Diagnostics Germany GmbH Germany
GenMark Diagnostics UK Limited United Kingdom

GenMark Diagnostics France SAS France



23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference ini®egion No. 333-187371 on Form S-3 and Registra8tatement Nos. 333-1837393, 333-
189348, 333-168892 and 333-182268 on Forghdd-our report dated March 14, 2013, relating® ¢onsolidated statements of compreher
loss, stockholders’ equity, and cash flows foryhar ended December 31, 2012 of GenMark Diagngsticsand subsidiaries (the

“Company”) (formerly Osmetech plc and subsidiari@gpearing in this Annual Report on Form 10-Khef Company for the year ended
December 31, 2014.

/s/ DELOITTE & TOUCHE LLP
San Diego, California
February 24, 2015



23.2
CONSENT OF ERNST & YOUNG LLP, INDEPENDENT REGISTERFPUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference iféllewing Registration Statements:

(1) Registration Statement (Form S-3 No. 333-1878f GenMark Diagnostics, Inc.,

(2) Registration Statement (Form S-8 No. 333-189®48taining to the 2013 Employee Stock Purchaae Bf GenMark Diagnostics,
Inc.,

(3) Registration Statement (Form S-8 Nos. 333-1848383-187393, 333-182268, and 333-168892) pengitd the 2010 Equity
Incentive Plan of GenMark Diagnostics, Inc., and

(4) Registration Statement (Form S-8 No. 333-19%924taining to the GenMark Diagnostics, Inc. NdarPStock Option Agreement
with Scott Mendel and GenMark Diagnostics, Inc. Ntlan Restricted Stock Units Agreement with Scognidiel;

of our reports dated February 24, 2015 , with resfzethe consolidated financial statements of GarkMDiagnostics, Inc. and the effectivenes:
of internal control over financial reporting of Gdark Diagnostics, Inc. included in this Annual Rep@orm 10-K) of GenMark Diagnostics,
Inc. for the year ended December 31, 2014 .

/sl Ernst & Young LLP

San Diego, California
February 24, 2015



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER PURSW TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Hany Massarany, certify that:

1.

2.

Date:

| have reviewed this Annual Report on FormKLOf GenMark Diagnostics, Int

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

€) Designed such disclosure controls and proesgjor caused such disclosure controls and proesdarbe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

(b) Designed such internal control over finanogdorting, or caused such internal control oveairfirial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princijples

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséantbis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; and

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

The registrant’s other certifying officer antdve disclosed, based on our most recent evafuatimternal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal oboirer financial reporting
which are reasonably likely to adversely affectriagistrant’s ability to record, process, summasiad report financial
information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aismmtifole in the
registrant’s internal control over financial repogt

2/24/2015 By: /s/ Hany Massarany
Hany Massarany
President and Chief Executive Officer




Exhibit 31.

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER PURSUNT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Scott Mendel, certify that:

1.

2.

| have reviewed this Annual Report on FormKLOf GenMark Diagnostics, Int

Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary t

make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the

period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag defined in Exchange Act

Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

€) Designed such disclosure controls and proesgjor caused such disclosure controls and proesdarbe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

(b) Designed such internal control over finanogdorting, or caused such internal control oveairfirial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuoce with generally accepted accounting princijples

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséantbis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; and

(d) Disclosed in this report any change in thastegnt’s internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

The registrant’s other certifying officer antdve disclosed, based on our most recent evafuatimternal control over financial

reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thevaden!

functions):

(a) All significant deficiencies and material weakses in the design or operation of internal oboirer financial reporting
which are reasonably likely to adversely affectriagistrant’s ability to record, process, summasiad report financial
information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aismmtifole in the
registrant’s internal control over financial repogt

Date:2/24/2015 By: /s/ Scott Mendel

Scott Mendel
Chief Financial Officer



Exhibit 32.1
CERTIFICATION 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 GenMark @iastics, Inc. (the “Company”) on Form 10-K for fisral year ended December 31,
2014 (the “Report”), as filed with the SecuritiexlédExchange Commission on or about the date hdrddény Massarany, President and Chief
Executive Officer of the Company, certify, pursuanil8 U.S.C. Section 1350, as adopted pursua®édstion 906 of the Sarban@sdey Act of
2002, that to the best of my knowledge:

0] the Report fully complies with the requiremeiof Section 13(a) or Section 15(d) of the Seasifixchange Act of 1934, as
amended; and

(i) the information contained in the Report fairly gmets, in all material respects, the financial cbadiand results of operatio
of the Company.

Date:2/24/2015 By: /s/ Hany Massarany
Hany Massarany
President and Chief Executive Officer

This certification accompanies the FormHK@e which it relates, is not deemed filed with tBecurities and Exchange Commission and is r
be incorporated by reference into any filing of Gkamk Diagnostics, Inc. under the Securities Ac1883, as amended, or the Securities
Exchange Act of 1934, as amended (whether madeebefafter the date of the Form KJ-irrespective of any general incorporation laage
contained in such filing.



Exhibit 32.Z
CERTIFICATION 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 GenMark @iastics, Inc. (the “Company”) on Form 10-K for fisral year ended December 31,
2014 (the “Report”), as filed with the SecuritieglédExchange Commission on or about the date hdregdéptt Mendel, Chief Financial Officer
of the Company, certify, pursuant to 18 U.S.C. 8ect350, as adopted pursuant to Section 906 ob#ibanes-Oxley Act of 2002, that to the
best of my knowledge:

0] the Report fully complies with the requiremeiof Section 13(a) or Section 15(d) of the Seasifixchange Act of 1934, as
amended; and

(i) the information contained in the Report fairly gmets, in all material respects, the financial cbadiand results of operatio
of the Company.

Date:2/24/2015 By: /s/ Scott Mendel
Scott Mendel
Chief Financial Officer

This certification accompanies the FormHK@e which it relates, is not deemed filed with tBecurities and Exchange Commission and is r
be incorporated by reference into any filing of Gkamk Diagnostics, Inc. under the Securities Ac1883, as amended, or the Securities
Exchange Act of 1934, as amended (whether madeebefafter the date of the Form KJ-irrespective of any general incorporation laage
contained in such filing.



