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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 14A
Proxy Statement Pursuant to Section 14(a) of the

Securities Exchange Act of 1934

Filed by the Registrant x Filed by a Party other than the Registrant ¨

Check the appropriate box:

¨ Preliminary Proxy Statement

¨ Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))

x Definitive Proxy Statement

¨ Definitive Additional Materials

¨ Soliciting Material Pursuant to §240.14a-12

NANOSPHERE, INC.
(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement if other than Registrant)

Payment of Filing Fee (Check the appropriate box):

x No fee required.

¨ Fee computed on table below per Exchange Act Rules 14a-6(i)(4) and 0-11.

(1) Title of each class of securities to which transaction applies:

(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the amount on
which the filing fee is calculated and state how it was determined):

(4) Proposed maximum aggregate value of transaction:

(5) Total fee paid:
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¨ Fee paid previously with preliminary materials.

¨ Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for which the offsetting
fee was paid previously. Identify the previous filing by registration statement number, or the Form or Schedule and the date of its
filing:

(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


NANOSPHERE, INC.
4088 Commercial Avenue
Northbrook, Illinois 60062

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held May 28, 2014

To the Stockholders of Nanosphere, Inc.:

The Board of Directors cordially invites you to attend our annual meeting of stockholders on May 28, 2014, at 9:00 a.m. Central Daylight
Time (the �Annual Meeting�) at The Westin Chicago North Shore, 601 North Milwaukee Avenue, Wheeling, IL 60090 for the following
purposes:

� Proposal No. 1 � to elect seven directors to serve until our next annual meeting of stockholders in 2015 and until their
successors are elected and qualified or their earlier resignation, removal, disqualification or death;

� Proposal No. 2 � to consider and vote, on an advisory basis, for the adoption of a resolution approving the compensation
of our named executive officers, as such compensation is described under the �Compensation Discussion and Analysis� and
�Executive Compensation� sections of this proxy statement;

� Proposal No. 3 � to ratify the Audit Committee�s selection of Deloitte & Touche LLP as our independent registered public
accounting firm for the fiscal year ending December 31, 2014;

� Proposal No. 4 � to consider and vote upon the adoption of our 2014 Long-Term Incentive Plan;

� Proposal No. 5 � to consider and vote upon a proposal to change the capital structure of the Company by increasing the number
of authorized shares of common stock from 100,000,000 to 150,000,000; and

� to transact such other business as may properly come before the Annual Meeting or any adjournment or postponement thereof.

Only stockholders of record at the close of business on April 8, 2014 will be entitled to notice of the Annual Meeting and to vote on
any matters which come before the meeting or any adjournment or postponement thereof. If you wish to attend the Annual Meeting in
person, please bring with you the admission ticket attached to the proxy card or other proof of your share ownership as of the record date
(examples of acceptable evidence of share ownership are described in the attached proxy statement). Whether or not you plan to attend
the Annual Meeting, it is important that your shares be represented. To ensure that your vote is counted, you are urged to vote
by proxy via mail, telephone or the Internet as described on the enclosed proxy card. Proxies or voting cards delivered to you by
or for brokers or fiduciaries should be returned as requested by them. Prompt return of proxies will save the expense involved in further
communication. Voting by mail, telephone or Internet will not limit your right to vote in person or to attend the Annual Meeting, but will
ensure your representation if you cannot attend. Your proxy is revocable at any time prior to its use.

By order of the Board of Directors,

/s/ J. Roger Moody, Jr.
J. Roger Moody, Jr.
Secretary, Nanosphere, Inc.
April 23, 2014
Northbrook, Illinois
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NANOSPHERE, INC.

PROXY STATEMENT

FOR THE ANNUAL MEETING OF STOCKHOLDERS
TO BE HELD MAY 28, 2014

The Board of Directors of Nanosphere, Inc., a Delaware corporation (�Nanosphere,� �we,� �us,� �our� or the �Company�), hereby
solicits your proxy for use at the 2014 annual meeting of stockholders to be held on May 28, 2014, at 9:00 a.m. Central Daylight Time (the
�Annual Meeting�) at The Westin Chicago North Shore, 601 North Milwaukee Avenue, Wheeling, IL 60090, and at any adjournment or
postponement thereof, for the purposes set forth in the accompanying Notice of Annual Meeting of Stockholders. This proxy statement,
notice and proxy card are first being mailed to stockholders of record as of April 8, 2014 on or about April 23, 2014.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting to be Held on May 28, 2014: This Proxy
Statement and the Company��s 2013 Annual Report to Stockholders are available online at http://www.nanosphere.us/investors/
annual-reports.

If you complete your proxy by mail, telephone or Internet, you appoint Michael K. McGarrity and J. Roger Moody, Jr., or either of
them, as your lawful attorneys-in-fact and your proxies, with full power of substitution, at the Annual Meeting and any adjournment(s)
or postponement(s) thereof, with all powers that you would possess if personally present at the Annual Meeting. Your proxies will vote
your shares as you instruct. If you sign and return your proxy, but fail to instruct how to vote your shares, Mr. McGarrity or Mr. Moody
will vote your shares in favor of the slate of directors nominated by the Board of Directors (Proposal No. 1), �for� the approval of the
compensation of our named executive officers (Proposal No. 2), �for� the ratification of Deloitte & Touche LLP as our independent
registered public accounting firm (Proposal No. 3), �for� the approval of our 2014 Long-Term Incentive Plan (Proposal No. 4), and �for�
the approval of an increase of our authorized shares of common stock from 100,000,000 to 150,000,000 (Proposal No. 5). This way your
shares will be voted whether or not you attend. We recommend that you vote by proxy in advance of the Annual Meeting even if you plan
to attend just in case your plans change and you are unable to attend. If you are the beneficial owner of your shares that are held in street
name, you must provide your broker with a properly executed proxy card and voting instructions in order for your shares to be voted in
connection with Proposal Nos. 1, 2, 4 and 5.

The Board of Directors does not know of any matters to be presented at the Annual Meeting other than those listed on the notice and
described in this proxy statement. If a matter comes up for vote that is not covered by your proxy, your proxies will vote your shares in
accordance with their judgment if you have completed your proxy card and authorized them to do so.

1
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The Board of Directors encourages you to attend the Annual Meeting in person. No matter what method you use to vote, if you decide
to change your vote, you may revoke your proxy any time before your vote is cast at the annual meeting by (i) giving written notice of
revocation to the Secretary of Nanosphere; (ii) if you voted by telephone or Internet, by submitting a new vote by telephone or Internet
(your latest telephone or Internet vote is counted); (iii) submitting a signed proxy bearing a date later than the date of the prior proxy;
or (iv) attending the Annual Meeting and voting in person. Attendance at the Annual Meeting will not, in itself, constitute revocation of
your proxy.

Our principal executive offices are located at 4088 Commercial Avenue, Northbrook, Illinois 60062, and our telephone number is
(847) 400-9000.

2
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PURPOSE OF THE MEETING

At our Annual Meeting, stockholders will be asked to consider and vote upon the following matters:

� Proposal No. 1 � to elect seven directors to serve until our next annual meeting of stockholders in 2015 and until their
successors are elected and qualified or their earlier resignation, removal, disqualification or death;

� Proposal No. 2 � to consider and vote, on an advisory basis, for the adoption of a resolution approving the compensation
of our named executive officers, as such compensation is described under the �Compensation Discussion and Analysis� and
�Executive Compensation� sections of this proxy statement;

� Proposal No. 3 � to ratify the Audit Committee�s selection of Deloitte & Touche LLP as our independent registered public
accounting firm for the fiscal year ending December 31, 2013;

� Proposal No. 4 � to consider and vote upon the adoption of our 2014 Long-Term Incentive Plan;

� Proposal No. 5 � to consider and vote upon a proposal to change the capital structure of the Company by increasing the number
of authorized shares of common stock from 100,000,000 to 150,000,000; and

� to transact such other business as may properly come before the Annual Meeting or any adjournment or postponement thereof.

INFORMATION ABOUT THE ANNUAL MEETING

Who is entitled to vote?

The record date for the Annual Meeting is April 8, 2014. Only stockholders of record at the close of business on that date are entitled
to vote at the Annual Meeting. For more information, see the description of shares eligible to vote under the heading �Voting Rights of
Common Stockholders� below.

Am I entitled to vote if my shares are held in ��street name��?

Yes, if a bank or brokerage firm holds your shares in street name for you, you are considered the �beneficial owner� of the shares. If your
shares are held in street name, these proxy materials are being forwarded to you by your bank or brokerage firm (the �record holder�),
along with a voting instruction card. As the beneficial owner, you have the right to direct the record holder how to vote your shares, and
the record holder is required to vote your shares in accordance with your instructions.

3

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


What if I do not give my bank or brokerage firm voting instructions for my shares held in ��street name��?

If you do not give instructions to your bank or brokerage firm, it will nevertheless be entitled to vote your shares in its discretion on
�routine matters.� For purposes of this Annual Meeting, the Company has determined that the ratification of the appointment of its
independent auditors (Proposal 3) is a routine matter. However, absent your instructions, the record holder will not be permitted to vote
your shares on a non-routine matter, which are referred to as �broker non-votes,� properly brought before the meeting. Broker non-votes
(shares held by brokers that do not have discretionary authority to vote on the matter and have not received voting instructions from their
clients) are not counted or deemed to be present or represented for the purpose of determining whether stockholders have approved that
proposal. Pursuant to Section 957 of the Dodd-Frank Wall Street Reform and Consumer Protection Act and SEC Rules thereunder, the
election of directors at the Annual Meeting (Proposal No. 1), the advisory vote to approve executive compensation (Proposal No. 2), the
approval of our 2014 Long-Term Incentive Plan (Proposal No. 4) and the approval of an increase in our authorized shares of common
stock (Proposal No. 5) are non-routine matters. Accordingly, you must provide voting instructions to your broker in accordance with the
voting instruction card that you will receive from your broker in order for your shares to be voted with respect to Proposal Nos. 1, 2, 4 or
5.

May I attend the annual meeting if I hold my shares in ��street name��?

As the beneficial owner of shares, you are invited to attend the Annual Meeting. If you are not a record holder, however, you may not
attend the meeting or vote your shares in person at the meeting unless you obtain a proxy, executed in your favor, from the record holder
of your shares. See �Who can attend the meeting?� below.

How many shares must be present to hold the meeting?

A quorum must be present at the meeting for any business to be conducted at the Annual Meeting. At any meeting of stockholders, the
holders of a majority in voting power of all issued and outstanding stock entitled to vote thereat, present in person or represented by
proxy, shall constitute a quorum for the transaction of business. Proxies received but marked as abstentions or treated as broker non-votes
will be included in the calculation of the number of shares considered to be present at the meeting for quorum purposes.

What if a quorum is not present at the meeting?

If a quorum is not present or represented at the Annual Meeting, then the Chairman of the meeting or the holders of a majority in voting
power of the stock entitled to vote thereat, present in person or represented by proxy, shall have power to adjourn the meeting from time
to time, without notice other than announcement at the meeting, until a quorum is present or represented. If a quorum initially is present
at the Annual Meeting, the stockholders may continue to transact business until adjournment, notwithstanding the withdrawal of enough
stockholders to leave less than a quorum, but if a quorum is not present at least initially, no business other than adjournment may be
transacted.
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The time and place of the adjourned meeting will be announced at the time the adjournment is taken, and no other notice may be given.

How do I vote if I am a registered stockholder?

1. You may vote by mail. If you are a registered stockholder (that is, if you hold your stock directly and not in street name), you may vote
by mail by completing, signing and dating the accompanying proxy card and returning it in the enclosed postage prepaid envelope. Your
proxy will then be voted at the annual meeting in accordance with your instructions.

2. You may vote in person at the meeting. If you are a registered stockholder and attend the meeting (please remember to bring your
admission ticket or other acceptable evidence of stock ownership as of the record date), you may deliver your completed proxy card in
person.

How do I vote if I hold my shares in ��street name��?

If you are a beneficial owner of shares registered in the name of your broker, bank, or other agent, you should have received a voting
card and voting instructions with these proxy materials from that organization rather than from Nanosphere. Your bank or broker may
permit you to vote your shares electronically by telephone or on the Internet. A large number of banks and brokerage firms participate
in programs that offer telephone and Internet voting options. If your shares are held in an account at a bank or brokerage firm that
participates in such a program, you may vote those shares electronically by telephone or on the Internet by following the instructions set
forth on the voting form provided to you by your bank or brokerage firm.

These Internet and telephone voting procedures, which comply with Delaware law, are designed to authenticate stockholders� identities,
allow stockholders to vote their shares and confirm that stockholders� votes have been recorded properly. Stockholders voting via
either telephone or the Internet should understand that there may be costs associated with electronic access, such as usage charges from
Internet access providers and telephone companies that must be borne by the stockholder using such services. Also, please be aware that
Nanosphere is not involved in the operation of these voting procedures and cannot take responsibility for any access, Internet or telephone
service interruptions that may occur or any inaccuracies, erroneous or incomplete information that may appear.

Who can attend the meeting?

Only stockholders eligible to vote or their authorized representatives will be admitted to the Annual Meeting. If you are a stockholder of
record and plan to attend the Annual Meeting, you must detach and bring with you the stub portion of your proxy card, which is marked
�Admission Ticket.� You must also bring a valid government-issued photo identification, such as a driver�s license or a passport.
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If your shares are held in street name and you wish to attend the meeting and/or vote in person, you must bring your broker or bank
voter instruction card and a proxy, executed in your favor, from your broker or bank. In addition, you must bring valid government-issued
photo identification, such as a driver�s license or a passport.

Security measures will be in place at the meeting and briefcases, handbags and packages are subject to inspection. No cameras or
recording devices of any kind, or signs, placards, banners or similar materials, may be brought into the meeting. Anyone who refuses to
comply with these requirements will not be admitted or, if admitted, will be required to leave.

Can I change my vote after I submit my proxy?

Yes, you may revoke your proxy and change your vote any time before your vote is cast at the meeting:

� by submitting another properly completed proxy card with a later date;

� by changing your vote submitted by telephone or on the Internet (your latest telephone or Internet vote is counted); or

� if you are a registered stockholder, by giving written notice of such revocation to the Secretary of Nanosphere prior to or
at the meeting. If notice is to be given prior to the meeting, please send it to: Nanosphere, Inc., 4088 Commercial Avenue,
Northbrook, Illinois 60062, Attention: J. Roger Moody, Jr. Your attendance at the meeting itself will not revoke your proxy
unless you give written notice of revocation to the Secretary before your proxy is voted or you vote in person at the meeting.

Who will count the votes?

Our transfer agent, American Stock Transfer & Trust Company, will tabulate and certify the votes. A representative of the transfer agent
will serve as the inspector of election.

How does the Board of Directors recommend that I vote on the proposals?

The Board of Directors recommends that you vote:

� FOR the election of the seven nominees to the Board of Directors;

� FOR the advisory approval of compensation of our named executive officers;
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� FOR the ratification of the appointment of Deloitte & Touche LLP as our independent registered public accounting firm for
the fiscal year ending December 31, 2014;

� FOR the approval of our 2014 Long-Term Incentive Plan; and

� FOR the approval of an increase in our authorized shares of common stock from 100,000,000 to 150,000,000.

What if I do not specify how my shares are to be voted?

If you submit a duly executed proxy but do not indicate any voting instructions, your shares will be voted:

� FOR the election of the seven nominees to the Board of Directors;

� FOR the advisory approval of compensation of our named executive officers;

� FOR the ratification of the appointment of Deloitte & Touche LLP as our independent registered public accounting firm for
the fiscal year ending December 31, 2014;

� FOR the approval of our 2014 Long-Term Incentive Plan; and

� FOR the approval of an increase in our authorized shares of common stock from 100,000,000 to 150,000,000.

Will any other business be conducted at the meeting?

We are not aware of any other business that will be presented at the meeting. If any other matter properly comes before the stockholders
for a vote at the meeting, however, your proxy (one of the individuals named on your proxy card) will vote your shares in accordance
with his best judgment if you so authorize.

How many votes are required to elect the director nominees (Proposal No. 1)?

At all meetings of stockholders for the election of directors at which a quorum is present, a plurality of the votes cast shall be sufficient to
elect each such director standing for election. This means that the seven nominees will be elected if they receive more affirmative votes
than any other person. If you vote �Withheld� with respect to one or more nominees, your shares will not be voted with respect to the
person or persons indicated, although they will be counted for purposes of determining whether there is a quorum.

7

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


What happens if a nominee is unable to stand for election?

If a nominee is unable to stand for election, the Board of Directors may either reduce the number of directors to be elected or select a
substitute nominee. If a substitute nominee is selected, the proxy holder will vote your shares for the substitute nominee, unless you have
withheld authority.

How many votes are required to approve, on an advisory basis, the compensation of our named executive officers (Proposal
No. 2)?

Proposal No. 2 requires the affirmative vote of the holders of a majority in voting power of the stock present in person or represented by
proxy and entitled to vote on the subject matter to approve, on an advisory basis, the compensation of our named executive officers.

How many votes are required to approve the ratification of the appointment of Deloitte & Touche LLP as Nanosphere��s
independent registered public accounting firm (Proposal 3)?

Proposal No. 3 requires the affirmative vote of the holders of a majority in voting power of the stock present in person or represented by
proxy and entitled to vote on the subject matter to approve the ratification of the appointment of Deloitte & Touche LLP as Nanosphere�s
independent registered public accounting firm.

How many votes are required to approve our 2014 Long-Term Incentive Plan (Proposal 4)?

Proposal No. 4 requires the affirmative vote of the holders of a majority in voting power of the stock present in person or represented by
proxy and entitled to vote on the subject matter to approve the 2014 Long-Term Incentive Plan.

How many votes are required to approve the increase in the number of authorized shares of our common stock (Proposal 5)?

Proposal No. 5 requires the affirmative vote of the holders of a majority of the issued and outstanding shares of our common stock to
approve the increase in the number of authorized shares of our common stock.

How will abstentions and broker non-votes be treated?

Shares voting �abstain� have no effect on the outcome of the matters covered by Proposal Nos. 1, 2, and 4. For the ratification of the
appointment of our independent registered public accounting firm (Proposal No. 3) and the approval of an increase in the number of
authorized shares of our common stock (Proposal No. 5), abstentions are treated as shares present or represented and voting, so abstaining
has the same effect as a negative vote. Broker non-votes will be treated as shares present for quorum purposes, but not entitled to vote,
and will have no effect on the outcome of the matters covered by Proposal Nos. 1, 2 and 4. Broker non-votes will have the same effect as
a negative vote against the approval of an increase in the number of authorized shares of our common stock (Proposal No. 5).
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VOTING RIGHTS OF COMMON STOCKHOLDERS

The Board of Directors has fixed the close of business on April 8, 2014 as the record date for determination of stockholders entitled to
notice of and to vote at the Annual Meeting. Holders of record of our common stock, $0.01 par value (the �Common Stock�) at the close
of business on the record date will be entitled to vote together as a single class on all matters that come before the Annual Meeting. At
the close of business on the record date, there were issued and outstanding 76,919,106 shares of Common Stock (representing 76,919,106
votes), each of which is entitled to vote at the Annual Meeting.

The presence, in person or represented by proxy, of the holders of a majority of the outstanding shares of Common Stock, as a single
class, represented in person or by proxy, constitutes a quorum for the transaction of business at the Annual Meeting.
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PROPOSAL 1

ELECTION OF DIRECTORS

Information about the Nominees

Your vote is requested in favor of seven directors to serve until the next annual meeting of stockholders and until their successors are
elected and qualified or their earlier resignation, removal, disqualification or death. The board, pursuant to the recommendation of the
Company�s corporate governance and nominating committee, has selected the seven persons listed below as nominees. The table below
sets forth the names and principal occupation of each of the nominees. A summary of the background and experience of each of these
individuals is set forth after the table.

Name Age Current Occupation

Sheli Z. Rosenberg 72 Chair of the Board

Michael K. McGarrity 51 President, Chief Executive Officer, Director

Gene Cartwright, Ph.D. 60 Director

André de Bruin 67 Director

Erik Holmlin, Ph.D. 46 Director

Lorin J. Randall 70 Director

Michael J. Ward 42 Director

Sheli Z. Rosenberg. Ms. Rosenberg served as a member of our Board of Directors from 2002 until the conclusion of her term at the 2012
annual meeting of stockholders on May 30, 2012. In February 2013, Ms. Rosenberg was re-elected to our Board of Directors and Chair
of the Board. Ms. Rosenberg is the retired chief executive officer, president and vice chairwoman of Equity Group Investments, Inc. She
joined Equity Group Investments, Inc. as General Counsel. She currently sits on the boards of four New York Stock Exchange listed
corporations, including Equity LifeStyle Properties, Inc., Strategic Hotels and Resorts, Inc., Ventas, Inc. and Spirit Realty Capital, Inc., as
well as NASDAQ listed Cellular Dynamics International, Inc. Ms. Rosenberg is a consultant to Skadden, Arps, Slate, Meagher & Flom
LLP and served as Of Counsel from May 2010 to December 31, 2013. Ms. Rosenberg received her B.A. degree from Tufts University
and her J.D. degree from Northwestern University. Based on Ms. Rosenberg�s familiarity with the Company as a long-standing member
of its Board of Directors and her extensive board and operating experience with public companies with expertise in best practices in
corporate governance, the Board of Directors concluded that Ms. Rosenberg has the requisite experience, qualifications, attributes and
skill necessary to serve as a member of the Board of Directors.
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Michael K. McGarrity. Mr. McGarrity joined Nanosphere in 2005 as Chief Marketing Officer and was appointed as the Company�s
President and Chief Executive and elected to the Board of Directors in February 2013. Mr. McGarrity, who has more than 25 years
of sales and marketing experience in the medical device industry, joined the Company after 13 years with Stryker Corporation. At
Stryker, he served in leadership roles in marketing and strategic development, most recently as vice president of marketing for Stryker
Instruments, a $700 million division of the $4.3 billion Stryker Corporation. In this position, Mr. McGarrity�s marketing and business
development acumen guided the company into markets such as post-operative pain management, waste management and interventional
pain management. McGarrity is a graduate of the University of Notre Dame and began his career in commercial banking in Chicago.
Based on Mr. McGarrity�s extensive marketing and industry experience and Company-specific knowledge and strategic perspective
possessed by Mr. McGarrity as its President and Chief Executive Officer, the Board of Directors concluded that Mr. McGarrity has the
requisite experience, qualifications, attributes and skill necessary to serve as a member of the Board of Directors.

Gene Cartwright, Ph.D. Dr. Gene Cartwright was elected to the Nanosphere Board of Directors in June 2013. In January 2014,
Dr. Cartwright was appointed chief executive officer of Guided Therapeutics, a privately held cancer diagnostics company. From March
2008 through March 2013, Dr. Carwright served as chief executive officer of Omnyx, LLC, a Joint Venture between GE Healthcare
and the University of Pittsburgh Medical Center focused on the field of digital pathology. Prior to that, he was president of Molecular
Diagnostics at GE Healthcare. He started his career at Abbott Labs in the Diagnostics Division where he worked for 24 years including
jobs as divisional vice president of US Marketing and VP/GM of Abbott Molecular Diagnostics. He graduated from Dartmouth College
and received a Ph.D. in chemistry from Stanford University. He has a Masters in Management from Northwestern University�s Kellogg
School of Management. Based on Dr. Cartwright�s background in leading diagnostics and healthcare companies, the Board of Directors
concluded that Dr. Cartwright has the requisite experience, qualifications, attributes and skill necessary to serve as a member of the Board
of Directors.

André de Bruin. Mr. de Bruin has served as member of our Board of Directors since 2005. Mr. de Bruin has more than 35 years of global
healthcare industry experience spanning the bio-pharmaceutical, medical device and diagnostics markets. Until the sale to a group of
private investors in 2012, Mr. de Bruin was the founder and chief executive officer of DuraPorts Inc., a manufacturer of steel and fabric
structures. He also serves on the board of directors of NxThera Inc., a medical device company based in St. Paul, MN, where he is
chairman of the board. Prior to his retirement in 2004 as executive chairman of Quidel Corporation�s board of directors, Mr. de Bruin
served as the company�s chief executive officer from 1998 until 2001. He was president and chief executive officer of Somatogen and
was elected chairman in 1996. Somatogen was acquired by Baxter in 1998. Prior to joining Somatogen, Mr. de Bruin was chairman,
president and chief executive officer of Boehringer Mannheim Corporation, a global healthcare concern
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subsequently acquired by Hoffman-La Roche. Past experience includes advisory services for Ferrer, Freeman and Company, LLC and
various boards of directors, including Methodist Hospital of Indianapolis prior to its merger with the IU Health System. Mr. de Bruin
graduated from the University of Potchefstroom in South Africa, where he earned a B.S. in finance, economics and business. Based on
Mr. de Bruin�s extensive experience in the bio-pharmaceutical, medical device and diagnostics industry as both a director and executive
officer, the Board of Directors concluded that Mr. de Bruin has the requisite experience, qualifications, attributes and skill necessary to
serve as a member of the Board of Directors.

Erik Holmlin, Ph.D. Dr. Erik Holmlin was elected to the Nanosphere Board of Directors in June 2013. Dr. Holmlin has two decades of
experience in the life science and health care industries. He is currently president and chief executive officer of BioNano Genomics, a
commercial stage venture-backed startup leading the introduction of a proprietary platform for genome mapping based on single molecule
detection of extremely long read lengths. Dr. Holmlin also currently serves as a director of Xagenic, a privately held molecular diagnostics
company, and Applied Proteomics, Inc., a privately held protein biomarker company. Before joining BioNano Genomics, he served
as president and chief executive officer of GenVault Corporation, a life science company bringing innovative solutions to biosample
management. He also served as an entrepreneur in residence (EIR) at Domain Associates, LLC, a leading dedicated life science venture-
capital firm. Prior to these roles, Dr. Holmlin was chief commercial officer at Exiqon A/S. In 2001, Dr. Holmlin led the formation of
GeneOhm Sciences, Inc., for which, over a span of 5 years, he was director of chemistry, senior technology director, vice president
of technology and business development, and vice president of marketing. He orchestrated GeneOhm�s acquisition in 2006 by Becton
Dickinson and then served BD as vice president of marketing and development. Dr. Holmlin holds MBA degrees from the Haas School
of Business at UC Berkeley and the Columbia University School of Business, a Ph.D. in chemistry from Caltech, and an AB degree in
chemistry from Occidental College. Based on Dr. Holmlin�s background in leading scientific and healthcare companies, the Board of
Directors concluded that Dr. Holmlin has the requisite experience, qualifications, attributes and skill necessary to serve as a member of
the Board of Directors.

Lorin J. Randall. Mr. Randall has served as a member of our Board of Directors and the chairman of the Audit Committee since
2008. Mr. Randall is a financial consultant and also serves on the boards of the following healthcare companies: Tengion, Inc.,
Athersys, Inc. and Acorda Therapeutics, Inc. Mr. Randall previously served as senior vice president-chief financial officer of Eximias
Pharmaceutical Corporation, a development stage provider of oncology therapeutics. Mr. Randall held the same position at i-STAT
Corporation, a manufacturer of medical diagnostic devices, which was acquired by Abbott Laboratories in 2004. His career also includes
senior management positions at CFM Technologies, a semiconductor manufacturing equipment company; Greenwich Pharmaceutical
Corporation, a development stage provider of immune system disease therapeutics; and Surgilase, a provider of surgical lasers to hospitals
and clinics. Mr. Randall received a B.S. in accounting from The Pennsylvania State University and an M.B.A. from Northeastern
University. Based on Mr. Randall�s background as a financial
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consultant, executive and director at diagnostic and other healthcare companies, as well as his expertise in finance, accounting, internal
controls and enterprise risk, the Board of Directors concluded that Mr. Randall has the requisite experience, qualifications, attributes and
skill necessary to serve as a member of the Board of Directors.

Michael J. Ward. Mr. Ward was elected to our Board of Directors in February 2013. Mr. Ward served as vice president at Lurie
Investments, Inc. from September 2009 to January 2013 and as a director of investments from January 2013 to September 2013 where
he was responsible for managing investment activities. Prior to joining Lurie Investments, Mr. Ward gained over 15 years of investment
banking experience at Credit Suisse, Prudential Securities, Dresdner Kleinwort Wasserstein, BMO and Leerink Swann. Mr. Ward is a
member of the board of directors of CytoPherx, Inc., an acute renal failure-focused therapeutic medical device company based in Ann
Arbor, MI, and Aperion Biologics, Inc., an orthobiologics medical device company based in San Antonio, TX. Based on Mr. Ward�s
familiarity with the Company as a former member of the investment team at Lurie Investments and his investment banking experience,
the Board of Directors concluded that Mr. Ward has the requisite experience, qualifications, attributes and skill necessary to serve as a
member of the Board of Directors.

Each of the above nominees has indicated a willingness to serve. Should any nominee become unavailable prior to the Annual Meeting,
your proxy will vote your shares for the person or persons recommended by the Board of Directors to the extent you authorize. If you sign
and return your proxy (whether by mail, telephone or Internet) your shares will be voted for the director slate nominated by the Board of
Directors except to the extent that you withhold authority for any nominee(s). The affirmative vote of a plurality of the shares present in
person or represented by proxy at the meeting and entitled to vote is required to elect the seven nominees as directors.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE IN FAVOR OF THE ABOVE
NOMINEES FOR ELECTION TO THE BOARD OF DIRECTORS.
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Board of Directors; Committees

During the fiscal year ended December 31, 2013 (�Fiscal Year 2013�), the Board of Directors held a total of seven in-person or telephonic
board meetings and took action by unanimous written consent on three occasions. All of our director nominees have agreed, if elected at
the Annual Meeting, to serve from the Annual Meeting until the next annual meeting of stockholders in 2015 and until their successors
have been duly elected and qualified or their earlier resignation, removal, disqualification or death. There are no arrangements between
any director or executive officer and any other person pursuant to which the director or officer is to be selected as such. There is no family
relationship between the directors, executive officers or persons nominated or appointed by the Board of Directors to become directors or
executive officers. Current directors Sheli Z. Rosenberg, Gene Cartwright, Ph.D., André de Bruin, Erik Holmlin, Ph.D., Lorin J. Randall
and Michael J. Ward are �independent� in accordance with the rules of the NASDAQ Global Market.

Each director attended at least 75% of the aggregate of the total number of meetings of the Board of Directors and the total number of
meetings of all committees of the Board of Directors on which he or she served for Fiscal Year 2013.

The Board of Directors has an Audit Committee, a Compensation Committee and a Corporate Governance and Nominating Committee.
The function, composition, and number of meetings of each of these committees are described below.

Audit Committee

André de Bruin, Lorin J. Randall and Michael J. Ward currently serve on our Audit Committee. Mr. Randall is the chairman of our
Audit Committee. The Board of Directors has determined that each of Mr. de Bruin, Mr. Randall and Mr. Ward is �independent� pursuant
to Rule 10A-3 of the Securities Exchange Act of 1934, as amended (the �Exchange Act�). We believe that the composition of our
Audit Committee meets the requirements for independence and financial sophistication under the current requirements of the NASDAQ
Global Market and SEC rules and regulations. In addition, the Board of Directors has determined that Mr. Randall qualifies as an �audit
committee financial expert� as defined under the Exchange Act, and the applicable rules of the NASDAQ Global Market.

The Audit Committee�s responsibilities include, but are not limited to:

� appointing, approving the compensation of, and assessing the independence of our independent registered public accounting
firm;

� pre-approving auditing and permissible non-audit services, and the terms of such services, to be provided by our independent
registered public accounting firm;
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� reviewing, discussing with management and the independent registered public accounting firm and approving our annual and
quarterly financial statements and related disclosure;

� coordinating the oversight and reviewing the adequacy of our internal control over financial reporting;

� establishing policies and procedures for the receipt and retention of confidential, anonymous submissions by our employees
regarding questionable accounting, internal control, financial disclosure or auditing related complaints and concerns; and

� preparing the report of the Audit Committee required by SEC rules to be included in our annual proxy statement.

The Audit Committee held a total of five meetings in person or by written consent in Fiscal Year 2013. Our Audit Committee�s charter
can be found on our website at http://www.nanosphere.us in the �Investor Relations/Media� section under the heading �Corporate
Governance.� Any amendments to this charter shall be posted to the website promptly upon adoption by the Audit Committee.

Compensation Committee

Sheli Z. Rosenberg, André de Bruin and Gene Cartwright, Ph.D. currently serve on the Compensation Committee. Ms. Rosenberg is the
chair of our Compensation Committee. We believe that the composition of our Compensation Committee meets the requirements for
independence under the current requirements of the NASDAQ Global Market and those requirements that will be effective as of the date
of the Annual Meeting, the requirements for non-employee directors under the Exchange Act, and the requirements for outside directors
under Section 162(m) of the Internal Revenue Code of 1986, as amended (the �Code�).

The Compensation Committee�s responsibilities include, but are not limited to:

� annually reviewing and approving corporate goals and objectives relevant to compensation of our Chief Executive Officer;

� evaluating the performance of our Chief Executive Officer in light of such corporate goals and objectives and reviewing and
recommending the compensation of our Chief Executive Officer to the Board of Directors;

� annually reviewing and approving corporate goals and objectives and determining the compensation of our named executive
officers, other than the Chief Executive Officer, relevant to compensation of our other executive officers;
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� overseeing and administering our compensation, welfare, benefit and pension plans and similar plans;

� engaging, compensating and evaluating the independence of outside professional advisors to the Compensation Committee,
and assessing and resolving any conflicts of interests of any such advisors; and

� reviewing and making recommendations to the Board of Directors with respect to director compensation.

The Compensation Committee held a total of eight meetings in person or by written consent in Fiscal Year 2013. Our Compensation
Committee�s charter can be found on our website at http://www.nanosphere.us in the �Investor Relations/Media� section under the
heading �Corporate Governance.� Any amendments to this charter shall be posted to the website promptly upon adoption by the
Compensation Committee.

Corporate Governance and Nominating Committee

Michael J. Ward, Erik Holmlin, Ph.D. and Lorin J. Randall serve on the Corporate Governance and Nominating Committee. Mr. Ward is
the chair of our Corporate Governance and Nominating Committee. We believe that the composition of our Corporate Governance and
Nominating Committee meets the requirements for independence under the current requirements of the NASDAQ Global Market.

The Corporate Governance and Nominating Committee�s responsibilities include, but are not limited to:

� developing and recommending to the Board of Directors criteria for membership on the Board of Directors and its committees;

� establishing procedures for identifying and evaluating director candidates including nominees recommended by stockholders;

� identifying individuals qualified to become members of the Board of Directors;

� recommending to the Board of Directors the persons to be nominated for election as directors and to each of the committees
of the Board of Directors;

� developing and recommending to the Board of Directors a code of business conduct and ethics; and

� overseeing the evaluation of the Board of Directors and management.

The Corporate Governance and Nominating Committee will consider recommendations for director candidates submitted in good faith
by stockholders. A stockholder recommending an individual for consideration by the Corporate Governance and
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Nominating Committee must provide (i) evidence of ownership of shares of the Company�s Common Stock, (ii) the written consent of
the candidate(s) for nomination as a director, (iii) a resume or other written statement of the qualifications of the candidate(s) and (iv) all
information regarding the candidate(s) that would be required to be disclosed in a proxy statement filed with the SEC if the candidate(s)
were nominated for election to the Board of Directors, including, without limitation, name, age, business and residence address and
principal occupation or employment during the past five years. Stockholders should send the required information to the Company at
4088 Commercial Avenue, Northbrook, Illinois 60062, Attention: J. Roger Moody, Jr. In order for a stockholder�s nomination of a
candidate for nomination as a director to be valid, under the Company�s amended and restated by-laws notice of such nomination must
be received by the Corporate Governance and Nominating Committee no more than 120 days and no less than 90 days prior to the one
year anniversary of the previous year�s annual meeting date.

The Corporate Governance and Nominating Committee evaluates all candidates for nomination, whether identified by the committee or
proposed by a stockholder, by considering a number of criteria, which include the candidate�s reputation, integrity, business acumen,
diligence, experience, age, potential conflicts of interest, the ability to act in the interests of all stockholders, and the perceived need
of the Board of Directors. Although the Corporate Governance and Nominating Committee does not have a formal diversity policy,
it endeavors to comprise the Board of Directors of members with a broad mix of professional and personal backgrounds. Thus, the
Corporate Governance and Nominating Committee accords some weight to the individual professional background and experience of
each director. Further, in considering nominations, the Corporate Governance and Nominating Committee takes into account how a
candidate�s professional background would fit into the mix of experiences represented by the then-current Board of Directors. When
evaluating a nominee�s overall qualifications, the Corporate Governance and Nominating Committee does not assign specific weights to
particular criteria, and no particular criterion is necessarily required of all prospective nominees.

In Fiscal Year 2013 the Corporate Governance and Nominating Committee acted to approve the slate of nominees for election to the
Board of Directors at the Company�s annual meeting of stockholder on May 29, 2013 during a meeting of the full Board of Directors. The
Corporate Governance and Nominating Committee held five meetings in person or by written consent in Fiscal Year 2013. Our Corporate
Governance and Nominating Committee�s charter can be found on our website at http://www.nanosphere.us in the �Investor Relations/
Media� section under the heading �Corporate Governance.� Any amendments to this charter shall be posted to the website promptly
upon adoption by the Corporate Governance and Nominating Committee.
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Corporate Governance

Code of Business Conduct and Ethics

We maintain a Code of Business Conduct and Ethics and an Anti-Corruption, Bribery and Compliance Policy (collectively, our
�Ethics Policies�) applicable to all of our employees, officers and directors. Our Ethics Policies can be found on our website at
http://www.nanosphere.us in the �Investor Relations/Media� section under the heading �Corporate Governance.� Any amendments to or
waivers from our Ethics Policies shall be posted to our website within four business days in accordance with paragraph (c) of Item 5.05
of Form 8-K.

Communications with the Board of Directors

The Board of Directors has provided a procedure for stockholders or other persons to send written communications to the Board of
Directors, any of its committees or any of the directors individually, including complaints to the Audit Committee regarding accounting,
internal accounting controls, or auditing matters. Stockholders may send written communications to the board, the appropriate committee
or any of the directors by certified mail only, c/o J. Roger Moody, Jr., Nanosphere, Inc., 4088 Commercial Avenue, Northbrook, Illinois
60062. All such written communications will be compiled by the Chief Financial Officer and promptly submitted to the Board of
Directors, a committee of the Board of Directors or the individual directors, as appropriate. These communications will be retained with
Nanosphere�s corporate records.

Director Attendance at Annual Meeting of Stockholders

We do not have a formal policy regarding attendance by directors at our annual meeting of stockholders but invite and encourage all
directors to attend. All five of our then directors attended our 2013 annual meeting of stockholders on May 29, 2013. We make every
effort to schedule our annual meeting of stockholders at a time and date to permit attendance by directors, taking into account the
directors� schedules and the timing requirements of applicable law.

Board Leadership Structure

Currently, the Company has separated the roles of Chief Executive Officer and Chair of the Board, who is an independent director. The
Company believes that at this time the separation of these roles permits the Chair of the Board to focus on oversight of the Company�s
long-term corporate development goals while the Chief Executive Officer focuses on the strategic direction of the Company and oversees
the day to day performance of the other executive officers in executing the Company�s business plan. Executive sessions of the Board
of Directors consisting only of non-management directors are held periodically as determined by the non-management directors. Such
Executive sessions typically occur immediately following regularly scheduled meetings of the Board of Directors, and may occur at any
additional times and places as the non-management directors may determine.
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Pursuant to authority vested in the Audit Committee of the Board of Directors pursuant to its charter, the Audit Committee is responsible
for overseeing the Company�s financial risk exposure and assisting the Board of Directors in overseeing the Company�s risk assessment
and risk management policies and procedures. The Audit Committee discharges its risk oversight responsibilities as part of its quarterly
reviews of the Company�s quarterly and annual financial statements by discussing with management, the Company�s independent
auditors and outside legal counsel the Company�s risk profile and its financial risk exposure and assisting the Board of Directors with
respect to risk mitigation policies and procedures as determined by the Board of Directors. In addition, the Compensation Committee has
assessed the Company�s compensation programs as described under �Compensation Risk Assessment� in this Proxy Statement.

Policies and Procedures for Related Party Transactions

Our Audit Committee charter provides that our Audit Committee must review and approve in advance any related party transaction. All
of our directors, officers and employees are required to report to our Audit Committee any such related party transaction for approval
prior to its completion. In approving or rejecting a proposed related party transaction, our Audit Committee shall consider the relevant
facts and circumstances available and deemed relevant to the Audit Committee, including, but not limited to, the risks, costs and benefits
to us, the terms of the transaction and the impact on a director�s independence. Our Audit Committee shall approve only those related
party transactions that, in the light of known circumstances, are consistent with, our best interests, as our Audit Committee determines in
the good faith exercise of its discretion. A related party transaction includes any transaction, arrangement or relationship, or any series of
similar transactions, arrangements or relationships in which we were or are to be a participant, the amount involved exceeds $120,000,
and a related person had or will have a direct or indirect material interest, including, without limitation, purchases of goods or services
by or from the related person or entities in which the related person has a material interest, indebtedness, guarantees of indebtedness, and
employment by us of a related person.

In addition, any related person transaction previously approved by the Audit Committee or otherwise already existing that is ongoing in
nature will be reviewed by the Audit Committee on an ongoing basis to ensure that such related person transaction has been conducted
in accordance with the previous approval granted by the Audit Committee, if any, and that all required disclosures regarding the related
person transaction are made. No such transactions were approved during fiscal 2013.

Compensation Risk Assessment

In setting compensation, the Compensation Committee considers the risks to the Company�s stockholders and to achievement of its
goals that may be inherent in its compensation programs. The Compensation Committee conducted a risk assessment of the Company�s
compensation programs, including its executive compensation programs. The Compensation Committee reviewed and discussed its
assessment with management and outside legal counsel and concluded that the Company�s compensation programs are
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within industry standards and are designed with the appropriate balance of risk and reward to align employees� interests with those of
the Company and do not incent employees to take unnecessary or excessive risks. Although a portion of our executives� and employees�
compensation is performance-based and �at risk,� we believe our compensation plans are appropriately structured and are not reasonably
likely to result in a material adverse effect on the Company.

20

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


Information about Executive Officers and Key Employees

The table below sets forth the names and ages of our executive officers and key employees, as well as the positions and offices held by
such persons as of April 23, 2014. A summary of the background and experience of each of these individuals is set forth after the table.
For biographical information for Michael K. McGarrity please see �Election of Directors�Information about the Nominees� above.

Name Age Position with Nanosphere

Michael K. McGarrity 51 President and Chief Executive Officer

J. Roger Moody, Jr. 46 Chief Financial Officer, Vice President of Finance & Administration, Treasurer and
Secretary

Kenneth Bahk, PhD 40 Chief Strategy Officer

J. Roger Moody, Jr. Mr. Moody joined Nanosphere in 2007 as Chief Financial Officer and Vice President of Finance & Administration.
He also serves as the Company�s Treasurer and Secretary. Mr. Moody has more than 20 years of experience in leading finance, corporate
development and operations for high growth healthcare and technology companies. Previously, Mr. Moody spent six years at Medsn, a
medical education company where he began as chief financial officer and later served as chief operating officer. Mr. Moody also served
as chief financial officer and led corporate development for two private venture backed companies sold to strategic partners. Additionally,
Mr. Moody provided mergers and acquisition and strategic advisory services to technology and healthcare companies for Volpe Brown
Whelan & Company. Mr. Moody began his career at IBM. Mr. Moody received his B.S. from Syracuse University and his M.B.A. from
the University of Chicago, Graduate School of Business.

Kenneth Bahk, PhD Dr. Ken Bahk joined Nanosphere in April 2013 as Chief Strategy Officer after serving as a Director of Investments
at Lurie Investments focused on diagnostics and life sciences. He also serves as a director of Geneweave Biosciences, a privately held
molecular diagnostics company. Dr. Bahk has been active in leadership positions for the premier diagnostic and molecular diagnostic
organizations, and most recently was Chair of Strategic Opportunities for the Association for Molecular Pathology, a committee charged
with understanding key molecular diagnostic and pathology market drivers and trends. He is a member of the American Association
of Clinical Chemistry, the American Society for Microbiology and the Association for Molecular Pathology. He received a Ph.D. in
biochemistry and molecular biology and an MS in neurobiology and physiology from Northwestern University, and an MBA from the
Kellogg School of Management.
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Compensation Discussion and Analysis

Overview of Compensation Program

The Compensation Committee of the Board of Directors is responsible for establishing and implementing our compensation philosophy,
as detailed below. The Compensation Committee reviews and approves all of our compensation policies, including executive officer
salaries, bonuses and equity incentive compensation. The Compensation Committee ensures that the total compensation paid to the
executive officers is fair, reasonable, competitive, and includes incentives that are designed to appropriately drive corporate performance.

The Compensation Committee reviews and approves the annual compensation for our executive officers, other than our Chief Executive
Officer, with respect to whom the Compensation Committee reviews and recommends the compensation for approval by the Board
of Directors, which approval was obtained with respect to all 2013 compensation of our Chief Executive Officer. The Compensation
Committee may retain the services of an independent compensation consultant or research firm with respect to compensation of all
named executive officers and did so with respect to 2013 compensation. In March 2013, the Compensation Committee engaged Arnosti
Consulting, Inc. as an independent compensation consultant (the �Compensation Consultant�) to assist with reviewing the Company�s
executive compensation. In addition, the Compensation Committee considers recommendations from the Chief Executive Officer.

Overview of Compensation Philosophy and Objectives

The compensation of our executive officers is based in part on the terms of the employment agreements that we entered into with each
of our named executive officers. In addition, our �pay-for-performance� philosophy is among the fundamental tenets of our executive
compensation program. We have adopted an approach to compensation comprised of a mix of short-term and long-term components that
are designed to provide proper incentives and to reward our executive officers.

Our intent regarding the compensation of our executive officers is to provide salary levels and compensation incentives that:

� are competitive within the life sciences and medical technology industries;

� attract and retain talented and experienced executives;

� motivate our executives to manage our business to meet our short-term and long-term business objectives;

� align the interests of our executives and stockholders by motivating the executives to increase stockholder value; and

� tie executive compensation to the achievement of certain short-term and long-term corporate objectives.
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Compensation Policies and Procedures

Our Compensation Committee is responsible for administering our compensation practices. Our Compensation Committee was appointed
by our Board of Directors, and consists entirely of directors who are �outside directors� for purposes of Section 162(m) of the Code,
and non-employee directors for purposes of Rule 16b-3 under the Exchange Act. Our Compensation Committee members are Sheli
Rosenberg, André de Bruin and Gene Cartwright, Ph.D., with Ms. Rosenberg as our Compensation Committee chair. Our Compensation
Committee holds meetings as necessary throughout the year.

Within the context of the overall objectives of our executive compensation philosophy, the Compensation Committee determines the
specific types and amounts of compensation to be paid to each of our named executive officers based on a number of factors including:

� the roles and responsibilities of our executives;

� the individual experience and skills of, and expected contributions from, our executives;

� compensation levels of executive officers at peer companies in the life sciences and medical technology industries; and

� our executives� historical compensation at the Company.

In determining the appropriate amounts and mix of various types of compensation for the named executive officers, the Compensation
Committee considers the competitiveness of the Company�s overall compensation arrangements. In 2013, the Compensation Committee
considered the executive compensation practices at 22 peer companies in the life sciences and medical technology industries (the �Peer
Companies�) identified by the Compensation Consultant, consisting of the following life sciences companies with market capitalizations
between $100 million and $500 million: Affymetrix Inc., Allos Therapeutics Inc., Amag Pharmaceuticals Inc., Anika Therapeutics
Inc., Avanir Pharmaceuticals, Inc., Biocryst Pharmaceuticals Inc., Cardiovascular Systems Inc., Cell Therapeutics Inc., Cornerstone
Therapeutics Inc., Cumberland Pharmaceuticals Inc., Cytori Therapeutics, Inc., Durect Corp., Dusa Pharmaceuticals Inc., Dyax Corp.,
Fluidigm Corp., Genmark Diagnostics, Inc., Obagi Medical Products, Inc., Orasure Technologies Inc., Pernix Therapeutics Holdings,
Inc., Savient Pharmaceuticals Inc., Sequenom Inc., and Sucampo Pharmaceuticals, Inc. After reviewing compensation data in respect of
the Peer Companies, the Compensation Committee concluded that the total compensation of the Company�s named executive officers
was appropriately near the 50th percentile of total compensation paid to the named executive officers of the Peer Companies. Although
the Compensation Committee considered the allocation among the various components of compensation at the Peer Companies, it did
not identify any specific benchmarks or targets. The Compensation Committee retains complete discretion with respect to the types and
amounts of compensation awards each year.
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When discussing performance evaluations and setting new compensation levels, the Compensation Committee will review and consider
recommendations from the Chief Executive Officer regarding the performance and contributions of the other named executive officers.
In its sole discretion, the Compensation Committee may accept or reject, in whole or in part, the recommendations of the Chief Executive
Officer. For 2013, the Compensation Committee evaluated executive officer compensation levels by considering the Company�s overall
performance and that of our Chief Executive Officer, and input from our Chief Executive Officer with respect to the performance and
individual contributions of the other named executive officers. Our Chief Executive Officer does not participate in discussions about the
amount of his own compensation. With the exception of our Chief Executive Officer, the Compensation Committee has the final authority
regarding the overall compensation for the executive officers. In the case of our Chief Executive Officer, the Compensation Committee
evaluates our Chief Executive Officer�s performance and contributions and recommends compensation levels to the Board of Directors.
In its sole discretion, the Board of Directors may accept or reject, in whole or in part, the recommendations of the Compensation
Committee with respect to our Chief Executive Officer�s overall compensation. Our Chief Executive Officer, who also is a director of the
Company, does not participate in deliberations by the Board of Directors regarding his compensation. For 2013, the Board of Directors
reviewed and accepted all of the recommendations of the Compensation Committee for the compensation of the Chief Executive Officer.

Compensation Consultant

Role of the Compensation Consultant. In 2013, the Compensation Committee retained the Compensation Consultant to assist with
structuring the Company�s various compensation programs and determining appropriate levels of salary, bonus and other compensatory
awards payable to the Company�s executive officers. In 2013, the Compensation Committee retained its Compensation Consultant
to assist with respect to comparing compensation levels and practices for named executive officers and key employees at the Peer
Companies.

Independence of Compensation Consultant. The Compensation Committee recognizes that it is essential to receive objective advice
from its Compensation Consultant. The Compensation Consultant was engaged by the Company in 2013 to act as an independent
outside consultant to the Compensation Committee. The Compensation Committee closely examines the safeguards and steps that
the Compensation Consultant takes to ensure that its executive compensation consulting services are objective. The Compensation
Committee takes into consideration that:

� The Compensation Committee hired and has the authority to terminate the Compensation Consultant�s engagement for
executive compensation related services;
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� The Compensation Consultant is engaged by and reports directly to the Compensation Committee for all executive
compensation services; and

� The Compensation Consultant has direct access to members of the Compensation Committee during and between meetings.

The Compensation Consultant performed a review of executive and key employee compensation-related services for the Compensation
Committee in 2013, including allocations of equity and compensation benchmarking for executive and key employees, but did not
perform any other non-compensation services for the Company in 2013. After consideration of the independence standards for advisors
to the Compensation Committee under applicable rules of the NASDAQ Global Market and other factors deemed relevant to the
Compensation Committee regarding the Compensation Consultant, including the nature of the services provided, the amount of its fees,
its policies and procedures to prevent conflicts of interest, its business or personal relationships with our directors and executive officers,
and its stock ownership in the Company, the Compensation Committee concluded that the Compensation Consultant is independent and
the work of the Compensation Consultant has not raised any conflict of interest.

Stockholder Say-on-Pay Advisory Vote

The Compensation Committee balances the interests of stockholders, regulators, and other interested parties. In 2013, we sought a
stockholder say-on-pay advisory vote regarding executive compensation, and approximately 90% of the votes cast were in favor of our
executive compensation. The Compensation Committee viewed this vote as supportive of the Company�s overall approach to executive
compensation. Due to such strong stockholder support, we did not make any material changes to our compensation policies in 2013. In
accordance with the stockholder advisory vote at our 2011 annual meeting of stockholders, we intended to continue seeking a stockholder
say-on-pay advisory vote regarding executive compensation on an annual basis.

Elements of Compensation

The compensation of our named executive officers consists primarily of five components:

� base salary;

� annual incentive cash bonuses;

� equity-based incentives

� other benefits; and

� severance and termination protection, in the case of some, but not all of our executive officers.

In general, total compensation is geared to be sufficient to attract and retain excellent talent. In determining the adjustments to the
compensation of our executive officers for
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the fiscal year ended December 31, 2013, we relied on the experience of the members of our Compensation Committee who serve on
the boards of directors for other similar companies, and we annually take into account the performance of each executive officer, their
contributions toward the Company�s success, and the Company�s growth and stage of development.

We use a mix of short-term compensation (base salaries and cash incentive bonuses) and long-term compensation (equity incentive
compensation) to provide a total compensation structure that is designed to achieve our pay-for-performance philosophy and our
compensation objectives. We discuss each of the principal elements of our executive compensation in detail below.

Annual Cash Compensation

Base Salary

In general the base salaries are designed to provide a consistent base of income and to attract the appropriate level of talent. Our executive
base salaries reflect (1) the initial base salaries that we negotiated with each of them at the time of their initial employment or promotion
to their current positions, (2) in the case of Mr. Moffitt, the base salary reflected in his most recent employment agreements for 2012
and 2013; (3) in the case of Mr. McGarrity, an increase in his base salary based on his additional responsibilities upon his promotion
as President and Chief Executive Officer on February 8, 2013; and (4) our subsequent adjustments to these amounts, generally between
0% and 3% each year, are primarily attributable to the Company�s annual performance and any changes in our executives� roles and
responsibilities.

The following table presents base annual salaries for our named executive officers in 2013 and 2014:

2014 2013

Michael K. McGarrity, $330,000 $330,000
As Chief Commercial Officer through February 8, 2013 and as

President and Chief Executive Officer after February 8, 2013
J. Roger Moody, Jr., $310,000 $310,000

Chief Financial Officer
Kenneth Bahk, Ph.D., $310,000 $310,000

Chief Strategy Officer
William P. Moffitt, III, $� $457,885(1)

As President and Chief Executive Officer through February 8,
2013

Timothy J. Patno, $� $280,000(2)
Chief Technology Officer
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(1) Mr. Moffitt�s actual salary in 2013, prorated through the effective date of his termination as an employee of the Company on
April 14, 2013, was $132,082.

(2) Mr. Patno�s actual salary in 2013, prorated through the effective date of his termination as an employee of the Company on April 23,
2013, was $88,322.

The base salaries of our executive officers are reviewed annually. We may also increase the base salary of an executive officer at other
times if a change in the scope of the officer�s responsibilities justifies such consideration.

Annual Incentive Compensation

Annual incentive awards are designed to reward near-term operating performance and the achievement of milestones critical to our
success in both the near and the long-term. Consistent with our emphasis on pay-for-performance, we have adopted an executive incentive
bonus program. Executive officers will have an opportunity to earn bonuses based on the attainment of Company performance goals and
a subjective analysis of individual performance that contributes to the attainment of those goals. The target bonuses and our establishment
of business goals for the Company reinforces three of our compensation goals - namely, to motivate our executives toward even higher
achievement and business results, to tie our executives� goals and interests to ours and our stockholders� and to enable us to attract and
retain highly qualified individuals.

Since inception of our executive incentive bonus program in 2003, our employment offer letters to the executive officers provide for
participation in this incentive program and establish the target bonus amounts which are initially set in the employment offer letters but
are subject to adjustment by the Compensation Committee. The target bonuses merely reflect an opportunity to receive the specified
award, conditioned upon satisfaction of Company performance goals, but are not guarantees for their payout. Under our executive
incentive bonus program, we may elect to not pay all or a portion of the target bonus regardless of whether the Company performance
goals are fully or partially achieved. This was the case for 2013 when the Compensation Committee elected in early 2014 to pay no
bonuses to the executive officers for 2013 performance. The ultimate payout is determined by the Compensation Committee based on
its assessment of the Company�s performance goals in light of strategic and operational priorities of the Company. This assessment
includes a subjective analysis of individual performance that contributed to the achievement of those goals, and our Chief Executive
Officer�s recommendations with respect to the contributions and performance of the other named executive officers. In the case of our
Chief Executive Officer�s bonus, the ultimate payout is determined by the Board of Directors after reviewing the recommendation of the
Compensation Committee.

The Board of Directors determines the target bonus opportunity for our Chief Executive Officer after reviewing the recommendation
of the Compensation Committee, and the Compensation Committee determines the target bonus amounts for the other named executive
officers, during a given year, as further incentives to motivate our executives to meet our business objectives. For 2013, the Board of
Directors reviewed and accepted the recommendation of the Compensation Committee and set Mr. McGarrity�s target bonus
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opportunity at 100% of base salary. For 2013, the Compensation Committee considered Mr. McGarrity�s input with respect to the other
two named executive officers and set all other named executive officers� 2013 target bonus opportunity at 35% of base salary. The target
bonuses are reflective of our historical emphasis on performance-based compensation. This approach to compensation is consistent with
our overall pay-for-performance philosophy.

With respect to the Company performance goals, our Chief Executive Officer, in consultation with the other executive officers, develops
performance goals for the Company and submits the recommended goals for the approval of the Compensation Committee. In its sole
discretion, the Compensation Committee may accept or reject, in whole or in part, the Company performance goals recommended
by our Chief Executive Officer. For 2013, the Compensation Committee reviewed and accepted the Company performance goals that
Mr. McGarrity recommended. In 2013, the Company performance goals were as follows:

� Financial performance: Achieving revenue and product cost and cash management targets;

� Product development and commercialization: Submission of BC-GN and Enteric Pathogens tests; and

� International and Partnership development milestones.

All of these performance goals require the application of subjective judgment and are considered by the Compensation Committee in
the context of the Company�s overall progress with respect to its business plan, the commercialization status of its products and sales,
and the overall strategic and operational priorities of the Company. Therefore, their outcomes are substantially uncertain at the time
established. At the close of the performance period, our Chief Executive Officer assesses achievement of the Company performance
goals, discusses with the Compensation Committee both that assessment and the contributions of each of the named executive officers
toward achievement of the Company performance goals, and submits recommendations for bonus payouts for the approval of the
Compensation Committee. The Compensation Committee discusses and reviews our Chief Executive Officer�s assessment of the
achievement of the Company performance goals, his own individual achievements and the contributions and individual performance of
the other named executive officers, and in its sole discretion may accept or reject, in whole or in part, the recommendations of our Chief
Executive Officer. For 2013, the goals were not met and based on the recommendation of the Chief Executive Officer, the Compensation
Committee determined that no bonuses be paid to any named executive officers for 2013.

For our Chief Executive Officer, the Compensation Committee and Board of Directors retains the right to modify the portion of the target
bonus to be paid to our Chief Executive Officer based on the Compensation Committee�s subjective analysis of the attainment of the
Company performance goals and of the Chief Executive Officer�s contribution toward achievement of those goals. This process enables
the Compensation
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Committee to more closely align the Chief Executive Officer�s performance with the operation and strategic priorities of the Company,
which can change from year to year and even during the course of any given year. At the end of every fiscal year, the Compensation
Committee assesses the achievement of the Company performance goals and reports to the Board of Directors its assessment and bonus
recommendations with respect to the Chief Executive Officer. In its sole discretion, the Board of Directors may accept or reject, in whole
or in part, the bonus recommendations of the Compensation Committee. For 2013, the Board of Directors reviewed and accepted the
Compensation Committee�s recommendation to not pay any bonus with respect to the Chief Executive Officer.

In 2013, the target bonus amounts and actual payouts were as follows:

Annual
Target Payout

Michael K. McGarrity $330,000 $ 0
President and Chief Executive Officer

J. Roger Moody, Jr. $110,000 $ 0
Chief Financial Officer

Kenneth Bahk, Ph.D. $110,000 $ 0
Chief Strategy Officer

The Compensation Committee determined not to award any bonuses to the named executive officers for 2013 by assessing the
Company�s progress toward the achievement of the 2013 Company performance goals. The Compensation Committee noted that
achievement of goals does not automatically result in a partial or 100% payout nor does failure to achieve any goals automatically
result in no payout. However, the Compensation Committee was of the view that the Company�s near-term operational performance was
below expectation and the Company�s current stock price demonstrated the market�s disappointment with the Company�s performance
in 2013. Accordingly, the Compensation Committee determined that the Company and its named executive officers should be awarded
no bonus for 2013. The Compensation Committee retains complete and absolute discretion to differentiate among the executive officers
with respect to the portion of the target bonus paid to any executive officer based on the Compensation Committee�s subjective analysis
of performance and our Chief Executive Officer�s input with respect to the other named executive officers. For 2013 bonuses, the
Compensation Committee made its compensation determinations based the overall progress with respect to the strategic and operational
priorities of the Company, including the perception in the market that the Company did not achieve expectations in 2013. Final decision
making authority with respect to all compensation decisions for the Chief Executive Officer rests with the Board of Directors, which
takes into account the recommendations of the Compensation Committee with respect to the Chief Executive Officer.
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Equity Incentive Compensation

We grant equity incentive awards in the form of stock options and restricted stock awards to align the interests of our executive officers
with the interests of our stockholders. Our decisions regarding the amount and type of equity incentive compensation and relative
weighting of these awards among total executive compensation have been initially based on our negotiations with our executives in
connection with their initial employment or promotion by our Company.

We have typically made grants of equity incentive awards to our executive officers on a periodic basis. All such grants are reviewed and
approved by the Compensation Committee. Awards to our Chief Executive Officer are approved by the Compensation Committee and
are subject to approval by the Board of Directors. The date of grant and the fair market value of the awards are established on the date of
final approval by the Compensation Committee, or by the Board of Directors in the case of an award to our Chief Executive Officer, in
accordance with the Financial Accounting Standards Board�s Accounting Standards Codification (�ASC�) 718, �Compensation - Stock
Compensation.� Such fair market value is defined in our 2007 Long-Term Incentive Plan to mean the closing market price of a share
of our common stock on the date of the grant, as reported on the NASDAQ Global Market for periods subsequent to our initial public
offering. We do not have any program, plan or practice of setting the exercise price at a price less than fair market value of our common
stock on the grant date. We do not have any program, plan or obligation that requires us to grant equity compensation on specified dates
to our named executive officers.

In our year ended December 31, 2013, we made a grant of equity incentive awards to our executive officers, as described under �Stock
Option Awards�, �Restricted Stock Purchase Awards� and �Restricted Stock Units� below.

Stock Option Awards

Stock option awards provide our executive officers with the right to purchase shares of our common stock at a fixed exercise price
typically for a period of up to ten years, subject to continued employment with our Company. In general, we provide our executives and
all of our employees, with service-based stock options that have either gradual or cliff vesting schedules. The gradually-vesting stock
options are earned on the basis of continued service to us and generally vest over four years, 25% on each of the four anniversaries of
the date of grant. The cliff-vested stock options vest in full on the seventh anniversary of the date of grant. However, the vesting of these
stock options is subject to acceleration based on the achievement of distinct corporate milestones relating to product launch, revenues and
profit margins, which are identical for all executive officers and for all employees generally. Additionally, all stock option awards granted
have included acceleration of vesting provisions upon a change in control of the Company.

With respect to the acceleration of cliff-vested awards, if there are five milestones associated with the grant of cliff-vested stock options,
then 20% of the options granted shall immediately vest and become exercisable upon the achievement of each performance milestone.
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We have granted stock options as incentive stock options in accordance with Section 422 of the Code, subject to the volume limitations
contained in the Code, as well as non-qualified stock options. Generally, for stock options that do not qualify as incentive stock options,
we are entitled to a tax deduction in the year in which the stock options are exercised equal to the difference between the exercise price
and the fair market value, at the time of exercise, of the stock for which the stock option was exercised. The holders of the non-qualified
stock options are generally taxed on this same amount in the year of exercise. For stock options that qualify as incentive stock options, we
do not receive a tax deduction, and the holder of the stock option may receive more favorable tax treatment than he or she would for a non-
qualified stock option unless the holder makes a disqualifying disposition, generally by failing to hold the stock for the period required
by the Code. Historically, we have primarily granted incentive stock options to provide these potential tax benefits to our executives and
because of the limited expected benefits to our company of the potential tax deductions as a result of our historical net losses.

Effective March 27, 2007, we adopted, as approved by our stockholders, the 2007 Long-Term Incentive Plan, or the 2007 Plan, that
affords more flexibility to our Compensation Committee by allowing grants of a wide variety of equity awards to our key employees,
directors and consultants, including non-qualified stock options, shares of restricted stock and other awards that are valued by reference
to the fair market value of our common stock. This plan is designed to assist us in attracting, retaining, motivating and rewarding
key employees, directors and consultants and providing long-term value for our stockholders by closely aligning the interests of these
individuals with those of our stockholders. The 2007 Plan replaced our 2000 Equity Incentive Plan, or the 2000 Plan, and since the
adoption of our 2007 Plan, no grants have been or will be made under the 2000 Plan. On April 23, 2013, the Compensation Committee
awarded stock option grants to Messrs. McGarrity and Moody and Dr. Bahk covering 600,000, 200,000 and 300,000 shares, respectively.
These stock option awards vest over four years, 25% on each of the four anniversaries of the date of grant.

Restricted Stock Awards

We may grant restricted stock awards from time to time to provide our executive officers with restricted shares of our common stock. The
shares of restricted stock may have a vesting period and may be subject to mandatory repurchase by us in connection with termination
of employment. On December 17, 2013, the Compensation Committee awarded restricted stock grants to Messrs. McGarrity and Moody
and Dr. Bahk covering 400,000, 100,000 and 100,000 shares, respectively. Half of these restricted shares vest on September 17, 2014 and
half vest on June 17, 2015.

Restricted Stock Units

We may grant restricted stock units from time to time to provide our executive officers with shares of our common stock if certain
performance objectives are achieved. The
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restricted stock units result in the issuance of shares only when the performance objectives are achieved and may be subject to mandatory
repurchase by us in connection with termination of employment. On April 23, 2013, the Compensation Committee awarded restricted
stock units to Messrs. McGarrity and Moody and Dr. Bahk covering 120,000, 40,000 and 60,000 shares, respectively. The performance
objective associated with this award was the achievement of certain revenue targets in 2013 that the Company did not achieve and thus,
no shares were granted and these restricted stock units were forfeited.

Other Compensation

The Compensation Committee approved the payment of a retention bonus in the amount of $73,142 to Mr. Moody. The retention bonus
was paid on April 26, 2013.

All of our executive officers are eligible for benefits offered to employees generally, including life, health, disability and dental insurance
and participation in our 401(k) plan. We intend to continue to maintain our current benefits for our executive officers. The Compensation
Committee in its discretion may revise, amend or add to the executive officers� benefits and perquisites if it deems it advisable. We do
not believe it is necessary for the attraction or retention of executive talent to provide executive officers with a substantial amount of
compensation in the form of perquisites. In 2013, no such perquisites were provided.

Post-Employment Severance and Change in Control Benefits

Chief Executive Officer

In the event Mr. McGarrity is terminated for reasons other than for cause, he will be entitled to a lump sum severance payment equivalent
to six months� base salary plus a prorated annual bonus.

Mr. Moody

In the event Mr. Moody is terminated for reasons other than cause, he will be entitled to a lump-sum severance payment equivalent to
five months� base salary plus a prorated annual bonus. In the event the Company is acquired and his employment is terminated without
cause as a result of that acquisition or no job of similar status and compensation is offered to him, Mr. Moody will receive a lump-sum
severance payment equivalent to ten months� base salary plus a prorated annual bonus.

Dr. Bahk

Dr. Bahk does not have any special severance arrangements. Accordingly, based on our standard policy, upon a termination for cause,
without cause, in connection with a change in control or any other reason, Dr. Bahk shall receive his accrued salary, earned bonus,
unreimbursed expenses and other entitlements to the date of termination, unless we decide at that time to provide additional severance
compensation or benefits.
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The post-employment severance benefits for our executive officers are quantified in the �Estimate of Post-Employment Payments� table.

Accounting and Tax Considerations

Effective January 1, 2005, we adopted, on a prospective basis, the fair value provisions of SFAS 123(R), �Share-Based Payment,� or
SFAS 123(R). Under SFAS 123(R), the estimated fair value of options granted, net of forfeitures expected to occur during the vesting
period, is amortized as compensation expense on a straight line basis over the vesting period of the options.

We generally intend for our executive compensation program to comply with Section 162(m) of the Code, as well as Code Section 409A.
The Compensation Committee intends for all compensation paid to the named executive officers to be tax deductible to us pursuant
to Section 162(m) of the Code. Under Section 162(m) of the Code, compensation paid to the named executive officers in excess of
$1,000,000 cannot be deducted by us for federal income tax purposes, unless such amounts satisfy the performance-based exception to
the deduction disallowance.

Section 409A of the Code addresses certain non-qualified deferred compensation benefits payable to our executives and provides that if
such benefits do not comply with Section 409A, they will be taxable in the first year they are not subject to a substantial risk of forfeiture.
In such case, our executives would be subject to regular federal income tax, interest and an additional federal income tax of 20% of the
benefit includible in income. We have generally designed our executive compensation plans and agreements in a manner that complies
with Section 409A.

We have granted stock options as incentive stock options in accordance with Section 422 of the Code subject to the volume limitations
contained in the Code. Generally, the exercise of an incentive stock option does not trigger any recognition of income or gain to the
holder. If the stock is held until at least one year after the date of exercise (or two years from the date the option is granted, whichever is
later), all of the gain on the sale of the stock, when recognized for income tax purposes will be capital gain, rather than ordinary income
to the recipient. Consequently, we do not receive a tax deduction. For stock options that do not qualify as incentive stock options, we are
entitled to a tax deduction in the year in which the stock options are exercised equal to the spread between the exercise price and the fair
market value of the stock for which the stock option was exercised. The holders of the non-qualified stock options are generally taxed on
this same amount in the year of exercise.
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SUMMARY COMPENSATION TABLE

The following summary compensation table sets forth certain information with respect to compensation for the years ended December 31,
2011, 2012 and 2013 earned by or paid to our current and former Chief Executive Officer, Chief Financial Officer and our three other
most highly compensated executive officers as of December 31, 2013, who are referred to as the named executive officers.

Name and Principal Position
Fiscal
Year

Salary
$

Bonus
$

Stock
Awards

$ (3)

Option
Awards

$ (4)

All Other
Compensation

$
Total

$

Michael K. McGarrity,
President and Chief Executive Officer

2013
2012
2011

$
$
$

330,000
298,453
298,453

�
�
�

$1,186,800
�
�

$
$
1,153,072

339,447
�

�
�
�

$
$
$

2,669,872
637,900
298,453

William P. Moffitt, III
Former President and Chief Executive
Officer (1)

2013
2012
2011

$
$
$

132,082
457,885
457,885

�
�
�

�
�
� $

�
�

428,061

325,803
�
�

$
$
$

457,885
457,885
885,946

J. Roger Moody, Jr.,
Chief Financial Officer

2013
2012
2011

$
$
$

310,000
303,966
303,966

$73,142
�
�

$323,600
�
�

$
$
384,357

339,447
�

�
�
�

$
$
$

1,091,099
643,413
303,966

Kenneth Bahk, Ph.D.,
Chief Strategy Officer

2013
2012
2011

$211,039
�
�

�
�
�

$377,400
�
�

$576,536
�
�

�
�
�

$1,164,975
�
�

Timothy J. Patno,
Former Chief Technology Officer(2)

2013
2012
2011

$
$
$

88,322
278,100
278,100

�
�
�

�
�
�

$
�

339,447
�

$ 196,032
�
�

(3) $
$
$

284,354
617,547
278,100

(1) Messrs. McGarrity and Moffitt also served as directors. A director who is an employee does not receive payment for service as a
director. Mr. Moffitt was terminated as Chief Executive Officer on February 8, 2013 and his employment with the Company was
terminated on April 14, 2013.

(2) Mr. Patno was terminated effective April 23, 2013.
(3) On April 23, 2013, the Compensation Committee awarded restricted stock units to Messrs. McGarrity and Moody and Dr. Bahk

covering 120,000, 40,000 and 60,000 shares, respectively. These restricted stock units did not vest and were subsequently forfeited.
On December 17, 2013, the Compensation Committee awarded restricted stock grants to Messrs. McGarrity and Moody and
Dr. Bahk covering 400,000, 100,000 and 100,000 shares, respectively. The amounts reported in the table above reflect the grant
date fair value of these awards calculated in accordance with Financial Accounting Standards Board (�FASB�) Accounting
Standards Codification (�ASC�) Topic 718 �Stock Compensation� and do not necessarily reflect compensation actually received
or realized by the named executive officers in 2013. For a discussion of the Company�s accounting treatment of its equity
compensation awards, see Note 3: Summary of Significant Accounting Policies�Share Based Compensation, to the Company�s
financial statements on page 45 of the Company�s Annual Report on Form 10-K for the year ended December 31, 2013.

34

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


(4) On April 23, 2013, the Compensation Committee awarded stock option grants to Messrs. McGarrity and Moody and Dr. Bahk
covering 600,000, 200,000 and 300,000 shares, respectively. The amounts reported in the table above reflect the grant date fair
value of these awards calculated in accordance with ASC Topic 718 and do not necessarily reflect compensation actually received
or realized by the named executive officers in 2013. The grant date fair values of our option awards reflect their fair value upon
grant date from 2013 using the Black-Scholes option pricing model with the following assumptions:

2013

Expected dividend yield 0 %

Expected volatility 86 %

Risk free interest rate 0.92 %

Weighted average expected option life 6.0 years

Estimated weighted average fair value on the date of grant based on
the above assumptions $1.92

Estimated forfeiture rate for unvested options 0 %

Expected volatility is based on calculated stock volatilities for publicly traded companies in the same industry and general stage of
development as us for 2013. The risk-free rate is based on the U.S. Treasury yield curve in effect at the time of the grants for periods
consistent with the expected life of the option. The expected life of options granted is derived from the average of the vesting period and
the term of the option as defined in the respective incentive plans, following the guidance in SEC Staff Accounting Bulletin No. 107,
Share-Based Payment.
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Grants of Plan-Based Awards

Pursuant to our management incentive bonus program we did not grant cash awards and granted three equity awards during Fiscal Year
2013.

The following table shows information with respect to awards granted to the named executive officers during the Fiscal Year 2013 under
the management incentive bonus plan and the 2007 Plan.

Estimated Future Payouts Under Non-Equity Incentive Plan Awards:

Name
Grant
Date

Estimated Future
Payouts Under Non-

Equity Incentive Plan
Awards Target (1)

Estimated Future Payouts
Under Equity Incentive
Plan Awards Target (2)

Michael K. McGarrity 03/
28/
2013

04/
23/

2013
12/
17/

2013

$ 330,000

$
$

1,475,872
864,000

J. Roger Moody, Jr. 03/
28/
2013

04/
23/

2013
12/
17/

2013

$ 110,000

$
$

491,957
216.000

Kenneth Bahk, Ph.D. 03/
28/
2013

04/
23/

2013
12/
17/

2013

$ 110,000

$
$

737,936
216,000

(1) Amounts shown in the �Estimated Future Payouts Under Non-Equity Incentive Plan Awards Target� column reflect the cash
incentive awards payable under the management incentive bonus plan to the named executive officers, provided the executive
officer achieves certain performance-based milestones.

(2) Amounts show in the �Estimated Future Payouts Under Equity Incentive Plan Awards Target� column reflect the equity
compensation awards reported in the �Stock Awards� and �Option Awards� columns of the Summary Compensation Table.

The non-equity incentive plan compensation varies between the targets reported on the �Grants of Plan-Based Awards� table and
the �Summary Compensation Table.� The Compensation Committee established the management incentive bonus program, in which
the Compensation Committee establishes performance targets for the named executive officers for the year, the results of which are
substantially uncertain at the time they are established. The Compensation Committee retains the right to modify performance targets or
apply greater emphasis to some targets over others, in order to more closely align the executive officers� performance with the operation
and strategic priorities of the Company, which can change from year to year and even during the course of any given year. At the end
of the every fiscal year, the Compensation Committee assesses the achievement of the performance targets and reports its findings and
bonus recommendations to the Board of Directors.
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Outstanding Equity Awards at December 31, 2013

The following table sets forth certain information with respect to outstanding stock option and warrant awards of the named executive
officers for the fiscal year ended December 31, 2013.

Option/Warrant Awards Stock Awards

Name

Number of
Securities

Underlying
Unexercised

Options
Exercisable

Number of
Securities

Underlying
Unexercised

Options
Unexercisable

Option
Exercise

Price
Option Expiration

Date (1)

Equity Incentive Plan
Awards; Number of

Unearned Shares
That Have Not

Vested

Equity Incentive Plan
Awards; Market Value

of Unearned Shares That
Have Not Vested

Michael K. McGarrity 20,000 (2) � (2) $4.50 9/29/2015
30,000 (3) � (3) $4.50 9/29/2015
30,000 (3) � (3) $4.50 3/14/2016
92,000 (2) � (2) $4.50 04/03/2017
23,000 (3) 69,000 (3) $4.50 04/03/2017
11,000 (2) � (2) $4.50 02/10/2019
54,000 (3) 36,000 (3) $6.06 11/25/2019
62,500 (2) 187,500 (2) $1.78 02/14/2022
� (2) 600,000 (2) $2.69 04/23/2023

400,000 (6) $ 916,000

William P. Moffitt, III 300,000 (2) � (2) $4.50 04/03/2017 (5)
75,000 (3) � (3) $4.50 04/03/2017 (5)
100,000 (2) � (2) $12.05 01/25/2018 (5)
29,000 (2) � (2) $4.50 02/24/2019 (5)
75,000 (3) � (3) $6.06 11/25/2019 (5)
450,000 (4) � (4) $1.38 12/28/2021 (5)

� �

J. Roger Moody, Jr. 90,000 (2) � (2) $4.50 05/16/2017
22,500 (3) 67,500 (3) $4.50 05/16/2017
10,000 (2) � (2) $4.50 08/03/2017
2,500 (3) 7,500 (3) $4.50 08/03/2017
11,000 (2) � (2) $4.50 02/10/2019
67,500 (3) 45,000 (3) $6.06 11/25/2019
62,500 (2) 187,500 (2) $1.78 02/14/2022
� (2) 200,000 (2) $2.69 04/23/2023

100,000 (6) $ 229,000

Kenneth Bahk, Ph.D. � (2) 300,000 (2) $2.69 04/23/2023
100,000 (6) $ 229,000

(1) The expiration date of each incentive stock option occurs ten years after the date of grant.
(2) The incentive stock options vest in 25% increments beginning on the first anniversary of the date of grant and on each anniversary

thereafter, and are subject to accelerated vesting under certain circumstances relating to corporate performance and events.
(3) The incentive stock options cliff vest on the seventh anniversary of the date of grant. Upon our achievement of certain performance-

based milestones, vesting may be accelerated. See �Compensation Discussion and Analysis for Named Executive Officers � Stock
Options� for details regarding the milestones.

(4) The incentive stock option vested immediately upon grant; provided, however, that Mr. Moffitt may not sell any shares acquired
upon the exercise of the option until the earlier of the second anniversary of the grant date or the first anniversary of the date of
termination of Mr. Moffitt�s employment.

(5) All of Mr. Moffitt�s options cease to be exercisable and shall be cancelled on April 15, 2014.
(6) The restricted stock grants vest in 50% increments on September 17, 2014 and June 17, 2015.
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Equity Compensation Plan Information

The following table provides information as of December 31, 2013 with respect to shares of Nanosphere common stock that may
be issued under the 2007 Plan, which is the Company�s only existing equity compensation plan under which grants can be made.
Stockholders approved Nanosphere�s 2007 Plan on March 27, 2007.

Equity Compensation Plan Information

Plan Category

Number of securities to
be issued upon exercise of

outstanding awards
(a)

Weighted Average
exercise price of

outstanding awards
(b)

Number of securities
remaining available
for future issuance

under equity
compensation plans
(excluding securities

reflected in
column(a))

(c)
Equity compensation plans approved by

stockholders(1) 5,963,478 $ 3.66 418,573

Equity compensation plans not approved by
stockholders � � �

Total 5,963,478 $ 3.66 418,573

(1) This category consists solely of options.

Arrangements with Named Executive Officers

Michael K. McGarrity. We entered into an employment agreement dated September 8, 2005 with Mr. McGarrity, in connection with his
employment as our Chief Marketing Officer. The employment agreement provides an initial base salary of $235,000 per year, or such
greater amount as our Board of Directors may from time to time establish. The agreement also provides Mr. McGarrity with an initial
performance bonus opportunity of $90,000 per year. In the event we terminate Mr. McGarrity�s employment for reasons other than cause,
Mr. McGarrity will be entitled to a severance payment equal to six months� base salary plus a prorated calculation of his annual bonus.

J. Roger Moody, Jr. We entered into an employment agreement dated April 23, 2007 with Mr. Moody, in connection with his employment
as our Chief Financial Officer. The employment agreement provides an initial base salary of $235,000 per year, or such greater amount
as our Board of Directors may from time to time establish. The agreement also provides Mr. Moody with an initial performance bonus
opportunity of $90,000 per year. In the event we terminate Mr. Moody�s employment for reasons other than cause, Mr. Moody will be
entitled to a severance payment equal to five months� base salary plus a prorated calculation of his annual bonus. In the event we are
acquired and Mr. Moody
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is terminated without cause as a result of that acquisition or no job of similar status and compensation is offered to him, Mr. Moody will
be entitled to a severance payment equal to ten months� base salary plus a prorated calculation of his annual bonus.

Ken Bahk, Ph.D. We entered into an employment agreement dated April 23, 2013 with Dr. Bahk, in connection with his employment as
our Chief Strategy Officer. The employment agreement provides an initial base salary of $310,000 per year, or such greater amount as our
Board of Directors may from time to time establish. The agreement also provides Dr. Bahk with an initial performance bonus opportunity
of $110,000 per year.

Each of our executive officers has entered into our standard employment agreement, some of which contain severance benefit provisions
on which the table below is based, and which further include customary provisions relating to the handling of proprietary and confidential
information, as well as restrictions on competition and solicitation during the period of employment and for one year after termination.

Estimate of Post-Employment Payments

The following table sets forth the additional amounts that could have been realized by each named executive officer if his employment
were to have been terminated as of December 31, 2013 upon the occurrence of any of the termination events described in the table below.
Benefits payable to Messrs. Moffitt and Patno in connection with their terminations effective April 14, 2013 and April 23, 2013 were
reported on the Company�s definitive proxy statement on Schedule 14A filed with the Securities and Exchange Commission (the �SEC�)
on April 25, 2013 and is incorporated herein by reference.

Name and Termination Event Cash Value of
Severance Benefits (1)

Excise Tax and
Gross-Up

Total Termination
Benefits

Michael K. McGarrity
Without cause or good reason $ 495,000 (2) $ � $ 495,000
Disability $ � $ � $ �
Death $ � $ � $ �
Involuntary or good reason after

change in control $ 495,000 (2) $ � $ 495,000
J. Roger Moody, Jr.
Without cause or good reason $ 239,167 (3) $ � $ 239,167
Disability $ � $ � $ �
Death $ � $ � $ �
Involuntary or good reason after

change in control $ 368,333 (4) $ � $ 368,333
Ken Bahk, Ph.D.
Without cause or good reason $ � $ � $ �
Disability $ � $ � $ �
Death $ � $ � $ �
Involuntary or good reason after

change in control $ � $ � $ �

(1) Accrued salary, unreimbursed expenses and other entitlements to the date of termination, including continuation of life, health,
disability and dental insurance (collectively, the �Entitlements�).

(2) Six months� salary ($165,000), plus a prorated calculation of annual bonus ($330,000), plus Entitlements.
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(3) Five months� salary ($129,167), plus a prorated calculation of annual bonus ($110,000), plus Entitlements.
(4) Ten months� salary ($258,333), plus a prorated calculation of annual bonus ($110,000), plus Entitlements.

Non-Employee Director Compensation Table

During Fiscal Year 2013, seven directors earned cash fees for their services on the Board of Directors. The other directors did not receive
any cash fees for their services on the Board of Directors, but were entitled to reimbursement of all reasonable out-of-pocket expenses
incurred in connection with their attendance at Board of Directors and board committee meetings. Our non-employee directors were
eligible to receive stock options under the 2007 Plan.

Name and Principal Position Year

Fees
Earned or

Paid
Option

Awards (2)
All Other

Compensation Total
Chad A. Mirkin, Ph.D. 2013 $18,333 � $ 25,000 (1) $43,333
André de Bruin 2013 $60,000 $60,002 � $120,002
Lorin J. Randall 2013 $55,000 $60,002 � $115,002
Sheli Z. Rosenberg 2013 $72,542 $78,503 � $151,045
Michael J. Ward 2013 $17,570 $43,562 � $61,132
Gene Cartwright, Ph.D. 2013 $24,861 $56,714 � $81,575
Erik Holmlin, Ph.D. 2013 $23,194 $56,714 � $79,908
Mark Slezak 2013 � � � �
William T. White, III 2013 � � � �
Roy N. Davis 2013 $18,333 � � $18,333

(1) Dr. Mirkin received fees in his capacity as a consultant. See �Transactions With Related Persons, Promoters and Certain Control
Persons.�

(2) The fair value for awards is calculated for option awards, by using the Black-Scholes option pricing model. This value does not
reflect estimated forfeitures or awards actually forfeited during the year. The actual value, if any, that will be realized upon the
exercise of an option will depend upon the difference between the exercise price of the option and the market price of the common
stock on the date the option is exercised.

On April 23, 2013, the Board of Directors granted options to Ms. Rosenberg to purchase 9,612 shares of common stock at the price
of $2.69 per share, the fair market value of the shares on the date of grant as calculated in accordance with the 2007 Plan, and vest
monthly over one year. On May 29, 2013 the Board of Directors granted options to Messrs. de Bruin and Randall and Ms. Rosenberg
to purchase 20,203 shares of common stock at the price of $4.12 per share, the fair market value of the shares on the date of grant as
calculated in accordance with the 2007 Plan, and vest monthly over one year. On June 20, 2013 the Board of Directors granted options
to Drs. Cartwright and Holmlin to purchase 21,814 shares of common stock at the price of $3.60 per share, the fair market value of the
shares on the date of grant as calculated in accordance with the 2007 Plan, and vest monthly over one three year. On September 10, 2013
the Board of Directors granted options to Mr. Ward to purchase 28,863 shares of common stock at the price of $2.14 per share, the fair
market value of the shares on the date of grant as calculated in accordance with the 2007 Plan, and vest monthly over one year.
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During 2008, the Compensation Committee recommended and the Board of Directors approved a director compensation plan. The
director compensation plan applies to independent directors; however, Mr. Slezak waived his eligibility to participate in the director
compensation plan for Fiscal Year 2013. The director compensation plan generally compensates directors for their service as a member
of the Board of Directors through an annual cash award of $40,000, payable quarterly in arrears, and the grants to each such director of
options to purchase shares of common stock having an approximate Black-Scholes value of $60,000, which vest monthly over one year.
In addition, each director receives a cash award of $7,500 for each year of service on the Compensation Committee and Audit Committee
and a cash award of $5,000 for each year of service on the Corporate Governance and Nominating Committee. Committee Chairs receive
different cash rewards for each year of service in such capacity, as follows: the Audit Committee Chair receives a cash award of $15,000
for each year of service; the Compensation Committee Chair receives a cash award of $12,500 for each year of service; and the Corporate
Governance and Nominating Committee Chair receives $10,000 for each year of service. In 2013, the Board of Directors approved that
the Chair of the Board of Directors is entitled to also receive a cash award of $30,000 per year. Additionally, directors are reimbursed for
out-of-pocket expenses incurred in connection with their service as directors.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our directors, executive officers and 10% stockholders of a registered class of equity securities
to file reports of ownership and reports of changes in ownership of our Common Stock and other equity securities with the SEC. Directors,
executive officers and 10% stockholders are required to furnish us with copies of all Section 16(a) forms they file. During the fiscal
year ended December 31, 2013 the following Section 16(a) forms were delinquent. All such forms reported transactions exempt from
Section 16(b) of the Exchange Act in accordance with Rule 16b-3.

Form Type Reporting Person Date of Event Date of Filing
Form 4 Mark Slezak 02/08/2013 02/14/2013
Form 3 Sheli Z. Rosenberg 02/08/2013 02/19/2013
Form 3 Michael J. Ward 02/08/2013 02/19/2013
Form 3 Kenneth Bahk 04/22/2013 05/13/2013
Form 4 Kenneth Bahk 04/23/2013 05/13/2013
Form 4 Michael J. Ward 09/10/2013 09/26/2013
Form 4 Sheli Z. Rosenberg 08/22/2013 08/28/2013
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Report of the Compensation Committee

The material in this report is not �solicitation material,� is not deemed filed with the SEC, and is not incorporated by reference in any
filing of the company under the Securities Act of 1933, as amended (the �Securities Act�), or the Exchange Act, whether made before or
after the date hereof and irrespective of any general incorporation language in any filing.

Our Compensation Committee is responsible for reviewing and approving corporate goals and objectives relevant to the compensation
of our Chief Executive Officer, evaluating the Chief Executive Officer�s performance in light of those goals and objectives and,
determining and approving the Chief Executive Officer�s compensation level based on this evaluation. Our Compensation Committee
is also responsible for reviewing and approving the salaries and other compensation of our other executive officers. Each member of
our Compensation Committee is independent under the NASDAQ Global Market listing requirements. The Compensation Committee�s
function is more fully described in its charter which has been approved by our Board of Directors. Our Compensation Committee�s
charter can be found on our website at http://www.nanosphere.us in the �Investor Relations/Media� section under the heading �Corporate
Governance.� Any amendments to this charter will be posted to the website promptly upon adoption by the Compensation Committee.

Our Compensation Committee has reviewed the Compensation Discussion & Analysis with senior management and, based on that review
and their discussions, recommends to the Board of Directors that it be included in this proxy statement.

Compensation Committee

Sheli Rosenberg (Chair)
Michael J. Ward
André de Bruin

Compensation Committee Interlocks and Insider Participation

None of the members of the Compensation Committee has been or is an officer or employee of ours. None of our executive officers
serves on the Board of Directors or Compensation Committee of a company that has an executive officer that serves on our board or
Compensation Committee. No member of our board is an executive officer of a company in which one of our executive officers serves as
a member of the board of directors or Compensation Committee of that company.
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Security Ownership of Certain Beneficial Owners, Directors and Management

Unless otherwise indicated, the following table sets forth, as of April 8, 2014, certain information regarding the beneficial ownership
(as defined in Rule 13d-3 under the Exchange Act) of our Common Stock based upon the most recent information available to us for
(i) each person known by us to own beneficially more than five (5%) percent of our outstanding Common Stock, (ii) each current director
and director nominee, (iii) each current executive officer and (iv) all executive officers and directors as a group. Except as otherwise
indicated, each listed stockholder directly owned his or her shares and had sole voting and investment power. Unless otherwise noted, the
address for each person listed below is Nanosphere, Inc., 4088 Commercial Avenue, Northbrook, Illinois 60062.

In computing the number of shares of Common Stock beneficially owned by a person and the percentage ownership of that person, we
have deemed outstanding shares of Common Stock subject to options held by that person that are exercisable within 60 days of April 8,
2014. We have not deemed these shares outstanding for the purpose of computing the percentage ownership of any other person.

Name and Address of Beneficial Owner

Number of Shares
of Common Stock

Beneficially Owned

Percentage of
Outstanding Shares
of Common Stock

5% Stockholders
Ann Lurie (1) 14,724,737 19.1 %
A&B Equity Holdings, LLC(1) 10,182,639 13.2 %
Ann and Bob Trust 1(1) 10,182,639 13.2 %
William Blair & Company, LLC (2) 5,559,620 7.2 %
Deerfield Mgmt, L.P. 1(3) 4,747,913 6.2 %

Directors and Named Executive Officers
Michael K. McGarrity (4) 1,079,848 1.4 %
J. Roger Moody, Jr. (5) 659,350 *
Kenneth Bahk, Ph.D. (6) 175,000 *
André de Bruin (7) 204,671 *
Gene Cartwright, Ph.D. (8) 43,198 *
Erik Holmlin, Ph.D. (9) 19,998 *
Lorin J. Randall (10) 172,671 *
Sheli Z. Rosenberg (11) 204,627 *
Michael J. Ward (12) 19,240 *

All executive officers and current directors as
a group (9 persons) (13) 2,578,603 3.3 %

* Represents less than 1% of the outstanding shares of common stock.
(1) Ann Lurie is (i) the manager of A&B Equity Holdings, LLC (�A&B Equity�); (ii) the trustee of the Ann and Bob Trust 1 (the

�AB Trust�); (iii) the president and sole director of Lurie Investments, Inc. (�LII�), which is the record owner of 74,324 shares of
Common Stock; (iv) the sole trustee of trusts owning 100% of LFT Partnership (�LFT�), which is the record owner of 1,635,904
shares of Common Stock; (v) co-trustee of AOQ Trust, which is the record owner of 2,708,979 shares of Common Stock; and (vi)
the president and director of the Ann and Robert H. Lurie Foundation (the �Foundation�), which is the record owner of 112,891
shares of Common Stock. Ms. Lurie may be deemed to indirectly beneficially own shares of the Company�s common stock that are
directly or indirectly beneficially owned by each of A&B Equity, the AB Trust, LII, LFT, AOQ Trust, and the Foundation. Ms. Lurie
disclaims beneficial ownership of the shares held by the foregoing entities, except to the extent of her pecuniary interest therein.
The address for each of the foregoing entities is c/o Lurie Investments, Inc., 440 W. Ontario Street, Chicago, Illinois 60654.
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(2) Share information is furnished in reliance on the Schedule 13G of William Blair & Company, LLC (�Blair�) filed with the SEC on
February 6, 2014, which represents holdings as of December 31, 2013. The address of Blair�s principal office is 222 W. Adams,
Chicago, IL 60606.

(3) Share information is furnished in reliance on the Schedule 13G/A of Deerfield Mgmt, L.P. (�Deerfield�) filed with the SEC on
February 14, 2014, which represents holdings as of December 31, 2013 and includes shares held by Deerfield Mgmt, L.P., Deerfield
Management Company, L.P., Deerfield Special Situations Fund, L.P., Deerfield Special Situations International Master Fund, L.P.
and James E. Flynn. The address of Deerfield�s principal office is 780 Third Avenue, 37th Floor, New York, NY 10017.

(4) Includes options to purchase 604,000 shares of common stock that are exercisable within 60 days.
(5) Includes options to purchase 446,000 shares of common stock that are exercisable within 60 days.
(6) Includes options to purchase 75,000 shares of common stock that are exercisable within 60 days.
(7) Includes options to purchase 201,671 shares of common stock that are exercisable within 60 days.
(8) Includes options to purchase 19,998 shares of common stock that are exercisable within 60 days.
(9) Includes options to purchase 19,998 shares of common stock that are exercisable within 60 days.
(10) Includes options to purchase 172,671 shares of common stock that are exercisable within 60 days.
(11) Includes options to purchase 29,815 shares of common stock exercisable within 60 days.
(12) Includes options to purchase 19,240 shares of common stock exercisable within 60 days.
(13) Includes options to purchase 1,588,393 shares of common stock exercisable within 60 days.
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Transactions With Related Persons, Promoters and Certain Control Persons

Northwestern License Agreement

We entered into a license agreement with Northwestern University dated May 10, 2000, or the Original License Agreement, pursuant to
which we received an exclusive license to all technology developed in the laboratories of Dr. Chad A. Mirkin or Dr. Robert Letsinger of
Northwestern University, to the extent that such technology relates to biological diagnostics involving nanoparticles. Dr. Mirkin was a
member of our Board of Directors from 2000 to May 2013.

We entered into a new license agreement with Northwestern University dated January 1, 2006, or the New License Agreement, which
supersedes the Original License Agreement. Under the New License Agreement, we have an exclusive license to certain patents and
patent applications owned by Northwestern that are related to (1) nanotechnology, which technology involves a particle where no single
dimension is greater than 100 nanometers, or Nanotechnology, and (2) biobarcode technology, which is analysis where oligonucleotides
act as surrogate targets or reporter molecules, or Biobarcode Technology. The license is limited to the �Biodiagnostics Field� defined
as qualitative or quantitative in vitro analysis, testing, measurement, or detection of various biodiagnostics field subjects and target
combinations.

The New License Agreement includes licenses to patents and patent applications based on existing inventions and future inventions
developed in the laboratory of Dr. Mirkin or Dr. Letsinger, by or under their direct supervision, and conceived prior to January 1, 2013
that are Nanotechnology or Biobarcode Technology referred to herein as Licensed Patents. We have an obligation to use commercially
reasonable efforts to bring the subject inventions of the Licensed Patents to market. If the parties disagree as to whether we are meeting
this diligence requirement, an arbitrator may require us to comply with a timeline for cure or convert our exclusive license to a non-
exclusive license; Northwestern does not have the right to revoke any license to the Licensed Patents already granted to us.

We also have the first right to negotiate an exclusive license to inventions developed in the laboratory of Dr. Mirkin or Dr. Letsinger,
by or under their direct supervision, and (1) conceived after January 1, 2013 that are Nanotechnology or Biobarcode Technology and
(2) that are not Nanotechnology or Biobarcode Technology, but otherwise within the Biodiagnostics Field, conceived prior to January 1,
2013. Both (1) and (2) are herein referred to as Future Inventions. If the parties cannot agree on the terms of the license for the Future
Inventions, the parties shall submit to arbitration to determine reasonable terms. For inventions conceived after January 1, 2013 that are
not Nanotechnology or Biobarcode Technology, but otherwise within the Biodiagnostics Field, we have the right to negotiate a license
if Northwestern offers such inventions to third parties. If we have a license based on Future Inventions, Northwestern has the right to
terminate the license upon any material breach that we do not cure or upon our bankruptcy. Dr. Mirkin�s retirement from our Board of
Directors had no impact on the rights and obligations of the parties under the New License Agreement.
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We have an obligation to pay Northwestern a royalty at a rate that is a percentage of the gross profits of licensed products, subject
to certain adjustments. We paid Northwestern $30,102, $27,469 and $10,408 for the years ended December 31, 2013, 2012 and 2011
respectively, in connection with the New License Agreement.

We have entered into various research subcontracting agreements with Northwestern, pursuant to which we collaborate with it on focused
research projects. We have received $0, $960 and $13,650 for the years ended December 31, 2013, 2012 and 2011 respectively from
Northwestern in connection with these agreements and products sales.

Mirkin Consulting Agreement

We entered into a Consulting and Non-Competition Agreement with Dr. Mirkin dated as of October 31, 2002, as amended as of
February 23, 2004 and June 1, 2012. Pursuant to the terms of this agreement, we engaged Dr. Mirkin (1) to provide scientific advice
and counsel to us with regard to our technology, (2) to represent and promote us and our technology at scientific meetings and other
public forums, (3) to participate, either individually or with one of our representatives, at meetings and presentations on our behalf, and
(4) to participate in capital-raising activities on our behalf. The initial term of the agreement extended through June 1, 2012. We paid
Dr. Mirkin $99,996 in each of the years ended December 31, 2011 and 2012 and $25,000 for the year ending December 31, 2013 as
compensation for his services, including $40,000 per annum that is deemed to be his cash fee for service on the Board of Directors as
a non-employee director. On March 27, 2013, the Company advised Mr. Mirkin that his consulting agreement would not be renewed
and it expired pursuant to its terms on May 31, 2013. Under the terms of the consulting agreement, subsequent to the expiration of the
agreement on May 31, 2013, Dr. Mirkin is required to provide patent prosecution support and similar services as we shall reasonably
request or as shall be required under any other agreement directly or indirectly applicable to Dr. Mirkin and as compensation therefore,
Dr. Mirkin shall be paid at such hourly market rate as we and Dr. Mirkin shall agree to in good faith and absent such agreement, at the
rate of $300.00 per hour. Dr. Mirkin is restricted from engaging in a competing business in the continental United States until May 31,
2015.
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Registration Rights

Pursuant to an agreement between us and certain of our stockholders, we have granted the following demand registration rights to AOQ
Trust, Alfa-Tech, LLC, Lurie Investment Fund, LLC, Lurie Investments, Inc. and their respective affiliates. Bain Capital Venture Fund
2005, L.P., Brookside Capital Partners Fund, L.P., and their respective affiliates and other stockholders, Sheli Z. Rosenberg, our current
Chair of the Board, Mr. William P. Moffitt, III our former Chief Executive Officer and a former member of our Board of Directors, and
Dr. Chad Mirkin, a former member of our Board of Directors, are parties to the this agreement, but do not have the right to demand
registration. At any time after the earlier to occur of (1) 120 days after the closing of our initial public offering, which occurred on
November 6, 2007, or (2) April 1, 2010:

� Long-Form Registrations. Stockholders holding at least 20% of the then outstanding shares of our common stock that are
subject to the registration rights agreement, which we refer to as registrable securities, have the right to demand that we file
a registration statement under the Securities Act on Form S-1 or any similar long-form registration covering their registrable
securities. However, we are not obligated to file a long-form registration statement on more than three occasions upon the
request of our stockholders.

� Short-Form Registrations. Stockholders holding at least 10% of the then outstanding registrable securities have the right to
demand that we file a registration statement on Form S-3 or any similar short-form registration covering their registrable
securities, provided that such short-form registration is then available to us under applicable law. Such stockholders are entitled
to request an unlimited number of short-form registrations.

If our Board of Directors believes in its reasonable good faith that any demand registration would require premature disclosure of a
proposal or plan that we intend to undertake, and such disclosure would have a material adverse effect on us, then we may delay the
registration once in any twelve month period for up to 90 days. Moreover, if the demand registration is an underwritten offering, we may
reduce the number of shares of our registrable securities to be registered upon the advice of the underwriters that such offering exceeds
the number of securities that can be sold in an orderly manner within an acceptable price range. If shares of our stock requested to be
included in a registration must be excluded pursuant to the underwriters� advice, we will generally register a pro rata portion of the shares
requested to be registered.

Under the piggyback registration provisions, if we propose to register any securities under the Securities Act, other than pursuant to a
demand registration, and the registration form to be used may be used for the registration of registrable securities, stockholders holding
such registrable securities have the right to include their shares in the registration statement. However, if the registration is an underwritten
offering, we may reduce the number of shares to be registered under the piggyback registration provisions upon the advice of the
underwriters that such offering exceeds the number of securities that can be sold in an orderly manner within an acceptable price range.
If shares of our stock requested to be included in a registration must be excluded pursuant to the underwriters� advice, we will generally
register a pro rata portion of the shares requested to be registered under the piggyback registration provisions. The piggyback registration
rights granted under the registration rights agreement have no expiration date. All of these piggyback registration rights have been waived
in connection with the filing of the registration statement of which this prospectus is a part.

Expenses of Registration. We will generally pay all registration expenses in connection with the demand and piggyback registrations
described above, including all registration and filing fees, expenses and fees of compliance with securities laws, and fees and
disbursements of all counsel, independent certified public accountants, underwriters (excluding discounts and commissions) and other
persons retained by us. We will also pay the reasonable fees and disbursements of one counsel chosen by the selling stockholders in each
demand or piggyback registration.
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Transferability. The demand and piggyback registration rights described above are generally transferable to any subsequent holder of
registrable securities.

On March 18, 2014, we entered into a common stock purchase agreement dated as of March 18, 2014 (the �Purchase Agreement�) with
Aspire Capital Fund, LLC, an Illinois limited liability company (�Aspire Capital�), which provides that, upon the terms and subject to
the conditions and limitations set forth therein, Aspire Capital is committed to purchase up to an aggregate of $30 million of shares of our
common stock over the 24-month term of the Purchase Agreement.

Concurrently with entering into the Purchase Agreement, we also entered into a registration rights agreement with Aspire Capital dated
as of March 18, 2014 (the �Registration Rights Agreement�), pursuant to which we agreed to file one or more registration statements, as
permissible and necessary to register under the Securities Act the sale of the shares of our common stock that may be issued to Aspire
Capital under the Purchase Agreement. We have filed with the SEC a prospectus supplement to our prospectus, dated November 5, 2012,
filed as part of our effective $100 million shelf registration statement on Form S-3, File No. 333-183916, registering all of the shares of
common stock that may be offered and sold to Aspire Capital from time to time.
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PROPOSAL NO. 2

NON-BINDING ADVISORY VOTE ON EXECUTIVE COMPENSATION

The following proposal gives our stockholders the opportunity to vote to approve or not approve, on an advisory basis, the compensation
of our named executive officers as disclosed in the �Compensation Discussion and Analysis� section of this proxy statement. This vote
is not intended to address any specific item of compensation, but rather the overall compensation of our named executive officers and our
compensation philosophy, policies and practices with respect to our named executive officers. We are providing this vote as required by
Section 14A of the Exchange Act. Accordingly, we are asking our stockholders to vote �FOR� the adoption of the following resolution:

�RESOLVED, that the stockholders advise that they approve the compensation of the named executive officers of the Company, as
disclosed in the �Compensation Discussion and Analysis� and �Executive Compensation� sections of this proxy statement pursuant
to the compensation disclosure rules of the SEC (which disclosure shall include the Compensation Discussion and Analysis, the
compensation tables, and any related material).�

Although the vote is non-binding, the Board of Directors and the Compensation Committee will review the voting results in connection
with their ongoing evaluation of the Company�s executive compensation program. Broker non-votes (as described under the
�Information about the Annual Meeting� section beginning on page 3 of this proxy statement) are not entitled to vote on these proposals
and will not be counted in evaluating the results of such vote.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE FOR ADVISORY APPROVAL OF
THE RESOLUTION SET FORTH ABOVE.
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PROPOSAL NO. 3

RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Our Audit Committee has appointed the firm of Deloitte & Touche LLP, an independent registered public accounting firm, to be our
independent auditors for the fiscal year ending December 31, 2014 and the Board of Directors recommends the stockholders vote for
ratification of that appointment. Deloitte & Touche LLP served in this capacity for the fiscal year ended December 31, 2013 and has been
our independent auditor since 2003.

The Audit Committee appoints our independent auditors annually and the Board of Directors subsequently requests ratification of such
appointment by the stockholders at the Company�s annual meeting. The Audit Committee reviews and approves in advance the scope
of the audit, the types of non-audit services that we will need and the estimated fees for the coming year. The Audit Committee also
reviews and approves any non-audit services provided by our independent auditors to ensure that any such services will not impair the
independence of the auditors. To the extent that our management believes that a new service or the expansion of a current service provided
by our accountants is necessary, such new or expanded service is presented to the Audit Committee or one of its members for review and
approval.

Before making its selection, the Audit Committee carefully considered Deloitte & Touche LLP�s qualifications as independent auditors,
which included a review of Deloitte & Touche LLP�s performance in prior years, as well as its reputation for integrity and competence
in the fields of accounting and auditing. The Audit Committee expressed its satisfaction with Deloitte & Touche LLP in these respects.

Stockholder ratification of the Audit Committee�s selection of Deloitte & Touche LLP as the Company�s independent auditors is not
required by law, the Company�s bylaws or otherwise. However, the Board of Directors is submitting the Audit Committee�s selection of
Deloitte & Touche LLP to the stockholders for ratification as a matter of good corporate governance. If the stockholders fail to ratify the
selection, the Audit Committee will reconsider whether or not to retain that firm. Even if the selection is ratified, the Audit Committee in
its discretion may direct the appointment of different independent auditors at any time during the year if it determines that such change
would be in the best interests of the Company and its stockholders.

Vote Required for Approval

The affirmative vote of a majority of the shares present in person or represented by proxy at the meeting and entitled to vote is required to
approve the ratification of the appointment of Deloitte & Touche LLP as the Company�s independent registered public accounting firm.
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THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS
THAT YOU VOTE FOR THE APPROVAL

OF THIS PROPOSAL NO. 3

Independent Registered Public Accounting Firm

Deloitte & Touche LLP served as our independent auditors for the fiscal years ended December 31, 2000 through December 31, 2013
and has been selected by the Audit Committee to continue for the fiscal year ending December 31, 2014. A representative of Deloitte &
Touche LLP will be present at the annual meeting, with the opportunity to make a statement should the representative desire to do so, and
be available to respond to appropriate questions.

The following table presents the aggregate fees billed for professional services rendered by Deloitte & Touche LLP in fiscal years 2012
and 2013. Other than as set forth below, no professional services were rendered or fees billed by Deloitte & Touche LLP during the years
ended December 31, 2012 or 2013.

Fiscal Year 2013 Fiscal Year 2012
Audit Fees(1) $ 400,565 $ 357,096
Audit-Related Fees(2) $ 2,000 $ 2,000
Tax Fees � �
All Other Fees � �
Total Fees $ 402,565 $ 359,096

(1) Audit Fees represent fees for professional services provided in connection with the audit of the Company�s annual financial
statements and internal control over financial reporting and review of the quarterly financial statements, including certain accounting
consultations in connection with the audit, consents, comfort letters and out-of-pocket expenses.

(2) Audit-Related Fees consist of fees billed for a subscription to the Deloitte & Touche LLP Technical Library.

All work performed by Deloitte & Touche LLP as described above has been approved by the Audit Committee prior to Deloitte & Touche
LLP�s engagement to perform such service. The Audit Committee pre-approves on an annual basis the audit, audit-related, tax and other
services to be rendered by Deloitte & Touche LLP based on historical information and anticipated requirements for the following fiscal
year. To the extent that our management believes that a new service or the expansion of a current service provided by Deloitte & Touche
LLP is necessary, such new or expanded service is presented to the Audit Committee or one of its members for review and approval.
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Report of the Audit Committee

The material in this report is not �solicitation material,� is not deemed filed with the Securities and Exchange Commission, and is not
incorporated by reference in any filing of the company under the Securities Act or the Exchange Act, whether made before or after the
date hereof and irrespective of any general incorporation language in any filing.

The members of the Audit Committee have been appointed by the Board of Directors. The Audit Committee is governed by a charter,
which has been approved and adopted by the Board of Directors and which will be reviewed and reassessed annually by the Audit
Committee. Each member of the Audit Committee is an independent director under applicable Exchange Act rules and regulations.

The Audit Committee assists the Board of Directors in fulfilling its oversight responsibilities by reviewing (i) the financial reports and
other financial information provided by the Company to any governmental body or to the public, (ii) the Company�s systems of internal
controls regarding finance, accounting, legal compliance and ethics and (iii) the Company�s auditing, accounting and financial reporting
processes.

In this context, the Audit Committee hereby reports as follows:

1. We have reviewed and discussed the audited financial statements as of and for the year ended December 31, 2013 with management
and the Company�s independent registered public accounting firm.

2. The Audit Committee discussed with its independent auditors the matters required to be discussed by Auditing Standard No. 16,
Communications with Audit Committees, as may be modified or supplemented.

3. The Audit Committee has received the written disclosures and the letter from the Company�s independent registered public accounting
firm required by applicable requirements of the Public Company Accounting Oversight Board regarding the independent registered
public accounting firm�s communications with the Audit Committee concerning independence, and has discussed with the Company�s
independent registered public accounting firm the independent registered public accounting firm�s independence from management and
the Company; and

4. Based on the review and discussions referred to in paragraphs (1) through (3) above, the Audit Committee recommended to the Board
of Directors (and the Board of Directors has approved) that the audited financial statements be included in the Company�s Annual Report
on Form 10-K for the fiscal year ended December 31, 2013, for filing with the SEC.

Respectfully submitted,

Nanosphere, Inc. Audit Committee

Lorin J. Randall (Chair)
André de Bruin
Michael J. Ward

52

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


PROPOSAL NO. 4

APPROVAL OF THE NANOSPHERE INC. 2014 LONG-TERM INCENTIVE PLAN

The Nanosphere, Inc. 2014 Long-Term Incentive Plan (the �2014 Plan�) was adopted by the Board of Directors on March 14, 2014,
subject to approval of the stockholders at the 2014 annual meeting. If approved, the 2014 Plan will replace the Nanosphere, Inc. 2000
Equity Incentive Plan (the ��2000 Plan�) and the Nanosphere, Inc. 2007 Long-Term Incentive Plan (the �2007 Plan�), and no further
grants will be made under the 2000 Plan or the 2007 Plan. However, any grants that have been previously made under the 2000 Plan
and 2007 Plan will remain outstanding in accordance with their terms. The purpose for creating the 2014 Plan is to increase the shares
available for grants, to obtain stockholder approval for grants intended to qualify as incentive based compensation for purposes of
Section 162(m) of the Code, and to make certain other administrative changes. The 2014 Plan is consistent in form with the 2007 Plan
except that it does not include the evergreen provision that expired under the 2007 Plan.

The 2014 Plan is substantially the same as the 2007 Plan and gives the Company the ability to grant stock options, stock appreciation
rights (�SARs�), restricted shares, restricted share units, unrestricted shares, deferred share units and performance awards (collectively,
�Awards�) to key employees, consultants, and non-employee members of the Board of Directors of the Company and its subsidiaries. The
Board of Directors believes that adoption of the 2014 Plan is in the best interests of the Company and its stockholders because the number
of remaining available for grant under the 2007 Plan is insufficient to enable the Company to grant stock options and other stock-based
awards, which is an important factor in attracting, motivating and retaining qualified and distinguished personnel with proven ability and
vision to serve as employees, officers, consultants, or members of the Board of Directors, and to chart the Company�s course towards
continued growth and financial success.

As of April 8, 2014, under all of the Company�s equity compensation plans, an aggregate of 267,162 shares remained available for future
grants, 5,418,389 shares were allocated to outstanding options and 1,033,500 unvested restricted shares and restricted share units have
been awarded under the plans. The weighted average exercise price of all options outstanding as of April 8, 2014 was $385 per share.
The Company has no outstanding SARs under any of its equity compensation plans.

Summary of the Provisions of the 2014 Plan.

The following summary briefly describes the material features of the 2014 Plan and is qualified, in its entirety, by the specific language
of the 2014 Plan, a copy of which is attached hereto as Annex A.

Shares Available. The Board of Directors has authorized, subject to stockholder approval, 5,000,000 shares of Common Stock for
issuance under the 2014 Plan, subject
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to adjustment as described below. The maximum number of Shares with respect to which Incentive Stock Options may be granted is
5,000,000. In the event of any stock-split, reverse stock-split, stock dividend, combination, recapitalization or reclassification of the
Shares, or any other increase or decrease in the number of issued Shares effected without receipt of consideration by the Company,
appropriate adjustments will be made to the shares subject to the 2014 Plan and to any outstanding Awards. Shares available for Awards
under the 2014 Plan may be either authorized and unissued shares, shares held in or acquired for the Company�s treasury or shares
purchased on the open market by the Company.

In certain circumstances, shares subject to an outstanding Award may again become available for issuance pursuant to other Awards
available under the 2014 Plan. For example, shares subject to forfeited, terminated, canceled or expired Awards under the 2014 Plan, will
again become available for future grants under the 2014 Plan. However, shares subject to an Award that are withheld by the Company to
pay the exercise price of an option, or to satisfy tax withholding obligations, or because the Compensation Committee elects to settle an
Award in cash, shall not be made available for future grants under the 2014 Plan. In the case of a SAR, the number of shares by which
the pool of available shares is reduced will be the total number of shares subject to the SAR, and not the net number actually deliver upon
exercise of the SAR. However, if an SAR is granted in tandem with an option, so that either the SAR or the option, but not both, may be
exercised, only the number of shares subject to the option will be counted.

Administration. The 2014 Plan will be administered by the Compensation Committee, or such other committee as may be appointed by
the Board of Directors to administer the 2014 Plan. With respect to any decision involving an Award intended to satisfy the requirements
of Section 162(m) of the Code, the Compensation Committee shall consist of two or more directors of the Company who are �outside
directors� within the meaning of Section 162(m) of the Code. With respect to any decision relating to an officer, director, or greater than
ten percent (10%) stockholder of the Company within the meaning of Rule 16a-2 under the Exchange Act, the Compensation Committee
shall consist of two or more Directors who are disinterested within the meaning of Rule 16b-3.

Subject to the provisions of the 2014 Plan, the Compensation Committee determines the persons to whom grants of Awards are to be
made, the number of shares of Common Stock, or cash payment, as the case may be, to be covered by each Award and all other terms
and conditions of the Award, and to approve the forms of award agreements used to document Awards. The Compensation Committee
has the responsibility to interpret the 2014 Plan and to make determinations with respect to all Awards granted under the 2014 Plan.
The Compensation Committee also has the authority to modify, cancel or waive the Company�s rights with respect to any Awards, to
adjust or to modify award agreements for changes in applicable law, and to recognize differences in foreign law, tax policies or customs,
to the extent such actions are consistent with the purposes of the 2014 Plan and do not require an amendment to the 2014 Plan. The
Compensation Committee may delegate certain of its functions to officers or employees of the Company, subject to applicable law. All
determinations of the Compensation Committee
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are final and binding on all persons having an interest in the 2014 Plan or in any award made under the 2014 Plan. The costs and expenses
of administering the 2014 Plan are borne by the Company.

Eligibility. Eligible individuals include key employees of the Company and its affiliates, which may include all or substantially all
employees (including officers and directors of the Company who are also employees), consultants to the Company or its affiliates whose
efforts, in the judgment of the Compensation Committee, are deemed worthy of encouragement to promote the growth and success of
the Company. Non-employee members of the Board of Directors are also eligible to participate in the 2014 Plan. All eligible individuals
may receive one or more Awards under the 2014 Plan, upon the terms and conditions set forth in the 2014 Plan. Currently, approximately
162 individuals are eligible to receive Awards under the 2014 Plan. Of this total, approximately 156 individuals are employees and six
individuals are non-employee directors. At this time, there are no individuals who are consultants or advisors that are eligible to receive
Awards under the 2014 Plan. There is no assurance that an otherwise eligible individual will be selected by the Compensation Committee
to receive an Award under the 2014 Plan.

The Compensation Committee also has the authority to require a participant to surrender an outstanding Award, including an Award
granted under the 2000 Plan or 2007 Plan, as a condition to receiving an Award under the 2014 Plan. The exercise of this authority is
subject to applicable laws and any stockholder approval requirements, and may not be used if the effect is the same as the repricing of an
underwater option or SAR.

Because future Awards under the 2014 Plan will be granted at the discretion of the Compensation Committee, the type, number, recipients
and other terms of such Awards cannot be determined at this time. Information regarding the Company�s recent practices with respect to
annual, long-term and stock-based compensation under other plans and stock options under such plans is presented above in this Proxy
Statement. See Compensation Discussion and Analysis herein and Note 3: Summary of Significant Accounting Policies�Share Based
Compensation, to the Company�s financial statements on page 45 of the Company�s Annual Report on Form 10-K for the year ended
December 31, 2013 that accompanies this Proxy Statement.

Stock Options and SARs. Under the 2014 Plan, the Compensation Committee is authorized to grant both stock options and SARs. Stock
options may be either designated as non-qualified stock options or incentive stock options. Incentive stock options, which are intended
to meet the requirements of Section 422 of the Code such that a participant can receive potentially favorable tax treatment, may only be
granted to employees. Therefore, any stock option granted to consultants and non-employee directors are non-qualified stock options.
The tax treatment of incentive and non-qualified stock options is generally described later in this summary. SARs may be granted either
alone or in tandem with a stock option. A SAR entitles the participant to receive the excess, if any, of the fair market value of a share on
the exercise date over the strike price of the SAR. This amount may be payable in cash or shares of Common Stock. In general, if a SAR
is
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granted in tandem with an option, the exercise of the option will cancel the SAR, and the exercise of the SAR will cancel the option. Any
shares that are canceled will not be made available for future Awards. The Compensation Committee, in its sole discretion, determines the
terms and conditions of each stock option and SAR granted under the 2014 Plan, including the grant date, option or strike price, whether
a SAR is paid in cash or shares, the term of each option or SAR, exercise conditions and restrictions, conditions of forfeitures, and any
other terms, conditions and restrictions consistent with the terms of the 2014 Plan, all of which will be evidenced in an individual Award
agreement between the participant and the Company.

No individual may receive options and SARs covering more than 5,000,000 shares of Common Stock in any twelve-month period. In
addition, no individual may receive ISOs that provide that the value of Common Stock with respect to which the ISO first vests in any
year exceeds $100,000, measured at the date of grant. To the extent any ISO exceeds this limit, the excess is treated as a non-qualified
option.

The Compensation Committee also has the authority to grant limited purpose SARs, which become exercisable only upon the occurrence
of a Change in Control or similar event. The amount payable upon such an SAR, rather than being based upon the market value of a share
of Common Stock on the date of exercise, may be based upon the average market price over a period specified in the award agreement,
that occurs within the period that begins 30 days prior and ends 30 days after the date of the Change in Control or other event, or upon
the value of the consideration paid for Common Stock pursuant to the Change in Control or other event.

Options and SARs granted under the 2014 Plan will vest and become exercisable at such times as may be specified by the Compensation
Committee. Vesting may be based upon continued employment, upon the achievement of specified performance goals, or a combination
of the two. The Compensation Committee may permit a participant to exercise an option even though it has not yet vested, in which event
the shares of Common Stock issued to the participant will remain subject to the same vesting requirements. In general, a participant must
remain employed by the Company (or be in an active consulting relationship or a member of the board) in order to exercise an option or
SAR. However, unless otherwise provided in an award agreement, a participant may exercise an option or SAR for up to 90 days after
the service relationship is terminated, or for one year in cases of death or disability, to the extent the option or SAR was vested at the time
the service relationship terminated. However, in cases of termination by the Company for cause, all outstanding options and SARs, even
if otherwise vested, are forfeited in full.

The maximum term of an option or SAR is ten years from the date of grant, and the minimum exercise price or stock price is the fair
market value of a share of Common Stock on the date the Award is made. However, in the case of an ISO granted to an employee who is
also a 10% stockholder of the Company, the maximum term is five years, and the minimum exercise price is 110% of fair market value.
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Once an option or SAR is granted, the Compensation Committee may not �reprice� the option or SAR, either by amending the award
agreement to reduce the exercise or strike price (other than in connection with an adjustment pursuant to a change in the capitalization
of the Company) or by issuing a new option or SAR with a lower exercise or strike price in exchange for the option or SAR. The
Compensation Committee can provide for outstanding options and SARs to be repurchased by the Company for their current value,
as determined using the Black-Scholes or a similar valuation methodology, but may not repurchase any option or SAR which is
�underwater� at the time of the repurchase.

Unless limited by the Compensation Committee in an Award agreement, payment for shares purchased pursuant to an option exercise
may be made (i) by cash or check(ii) subject to the Compensation Committee�s approval, in shares already owned by the participant
having a fair market value not less than the option price, (iii) through broker-assisted cashless exercise procedures, (iv) subject to the
Compensation Committee�s approval, by withholding a number of shares with a fair market value equal to the exercise price, or (v) by
any combination of these methods.

Restricted Shares, Restricted Share Units, and Unrestricted Shares. Under the 2014 Plan, the Compensation Committee is also authorized
to make Awards of restricted shares, restricted share units, and unrestricted shares. An Award of restricted shares constitutes the actual
issuance of shares of Common Stock to the participant at the time the Award is granted, who has all of the rights of a stockholder,
including the right to vote, from the date of the Award (subject to the limitations described below). However, the shares are subject to
forfeiture if the participant fails to satisfy the vesting requirements, and are not transferable until the vesting requirements are satisfied. An
Award of restricted share units, in contrast, represents the participant�s right to receive shares of Common Stock in the future, upon the
satisfaction the applicable vesting requirements. In either case, the vesting requirements are determined by the Compensation Committee
and set forth in the applicable award agreement, and may be based upon continued employment, upon the achievement of specified
performance goals, or a combination of the two. A grant of unrestricted shares constitutes an Award to a participant of shares of Common
Stock that are not subject to vesting, and may be made to a participant who either agrees to pay for such shares, or to receive such shares
in lieu of compensation otherwise earned.

To the extent that dividends are declared on the Company�s Common Stock during the period during which an Award of restricted shares
or restricted share units is subject to forfeiture, the participant will receive additional shares of Common Stock representing the value of
such dividends when and if his right to the Award vests.

Deferred Share Units. Deferred share units, like restricted share units, represent the right to receive a specified number of shares of
Common Stock on a date in the future. The difference is that deferred share units are fully vested from the date of issuance, and are
generally issued only to a participant who voluntarily elects to defer the receipt of shares of Common Stock to which he is entitled,
although the Compensation Committee also has the authority to require that a participant receive an Award in the form of deferred share
units.
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The number of shares of Common Stock represented by a participant�s deferred share units are generally distributed in five annual
installments beginning with the year following the year in which the participant�s service with the Company is terminated, unless
the participant elects a different form of distribution in accordance with procedures established by the Compensation Committee.
Unless otherwise provided in an award agreement, dividends declared with respect to shares represented by deferred share units are
accumulated and paid in the form of additional shares when the deferred shares are distributed. Under Section 409A of the Internal
Revenue Code, certain �specified employees� of the Company (generally up to the fifty most highly compensated officers) may not
receive any distribution with respect to deferred share units until six months after their termination of employment. Upon the death of a
participant, either before after distribution of his deferred share units has commenced, all remaining deferred share units are distributed
to his designated beneficiary or estate, unless the participant has elected otherwise in accordance with procedures established by the
Compensation Committee. A participant may also apply to the Compensation Committee to withdraw all or a portion of the shares
represented by his deferred share units in cases of severe financial hardship.

Performance Units and Performance Compensation Awards. The 2014 Plan allows the Compensation Committee to grant performance
units and performance compensation awards. Performance units represent a participant�s right to receive a certain specified amount,
either in shares of Common Stock or cash, upon the achievement of certain performance goals. A performance compensation award is an
award of performance units that is intended to satisfy the requirements of Section 162(m) of the Code, which provides in general that a
publicly traded corporation is not permitted to deduct more than $1,000,000 in total compensation paid to certain of its named executive
officers in any year. Certain types of �qualified performance-based compensation� are exempt from the limitation of Section 162(m), and
performance compensation awards are intended to satisfy the requirements of this exemption.

The maximum amount that a participant may receive with respect to all Awards of performance units and performance compensation
awards in any performance period shall not exceed 5,000,000 shares and $1,000,000 in cash payments.

In order for an award of performance units to qualify as a performance compensation award, payment of the award must be based upon
the achievement of one or more performance goals, during a performance period of not less than one fiscal year of the Company, which
goals are established by the Compensation Committee, and which relate to one or more of the following performance measures:

Basic, diluted, or adjusted earnings per share;

Sales or revenue;

Earnings before interest, taxes, and other adjustments (in total or on a per share basis);
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Basic or adjusted net income;

Returns on equity, assets, capital, revenue or similar measures;

Economic value added;

Working capital;

Total stockholder return;

Achievement of objective goals related to product development; product market share; research, licensing, litigation, human resources,
information services, mergers, acquisitions, or sales of assets of affiliates or business units.

Such performance goals may be based upon the performance of the Company as a whole, or an affiliate or business unit, and may be
measured in absolute or relative terms (including, without limitation, terms relative to a peer group or index). However, all performance
goals must be established not later than the end of the first 90 days of the performance period, and must be established in objective terms,
so that a third party with knowledge of all relevant facts can determine the extent to which the performance goals have been met. Each
such measure shall be, to the extent applicable, determined in accordance with generally accepted accounting principles as consistently
applied by the Company (or such other standard applied by the Compensation Committee) and may be adjusted to omit the effects of
extraordinary items, gain or loss on the disposal of a business segment, unusual or infrequently occurring events and transactions and
cumulative effects of changes in accounting principles; provided that such adjustment is included in the terms of the performance measure
at the time the measure is approved by the Compensation Committee. Before any payment can be made with respect to a performance
compensation award, the Compensation Committee must certify the extent to which the applicable performance goals have been met.
The Compensation Committee may retain the discretion to reduce, but not to increase, a performance compensation award.

A participant who receives an award of performance units or a performance compensation award may elect, with the consent of the
Compensation Committee, to defer all or any portion of the amount payable with respect to such award under the same rules applicable
to deferred share units as described above.

Fair Market Value. Under the 2014 Plan, for so long as the Common Stock is traded on the NASDAQ Global Market, fair market value
means the last sale price for a share of Common Stock on the date on which fair market value is determined (or the most recent trading
date prior to such date), or if there are not trades on such date, the mean between the closing bid and asked prices. The 2014 Plan also
provides for the method of determining fair market value if the Common Stock is not currently traded on the NASDAQ Global Market.
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Changes in Capitalization. The Compensation Committee shall equitably adjust the number of Shares covered by each outstanding
Award, and the number of shares that have been authorized for issuance under the Plan but as to which no Awards have yet been granted
or that have been returned to the Plan upon cancellation, forfeiture or expiration of an Award, as well as the price per Share covered by
each such outstanding Award, to reflect any increase or decrease in the number of issued Shares resulting from a stock-split, reverse stock-
split, stock dividend, combination, recapitalization or reclassification of the Shares, or any other increase or decrease in the number of
issued Shares effected without receipt of consideration by the Company. In the event of any such transaction or event, the Compensation
Committee may provide in substitution for any or all outstanding options and SARs under the 2014 Plan such alternative consideration
(including securities of any surviving entity) as it may in good faith determine to be equitable under the circumstances and may require in
connection therewith the surrender of all options and SARs so replaced and, in the case of an option or SAR the exercise price of which
is greater than the fair market value of a Share, as established by the terms of the transaction, may cancel such option or SAR without
payment of consideration. In any case, such substitution of securities shall not require the consent of any person who is granted options
or SARs pursuant to the Plan. Except as expressly provided herein, or in an Award Agreement, if the Company issues for consideration
shares of stock of any class or securities convertible into shares of stock of any class, the issuance shall not affect, and no adjustment by
reason thereof shall be required to be made with respect to the number or price of Shares subject to any Award.

Change in Control Provisions. In general, for purposes of the 2014 Plan, a Change in Control means any of the following: (i) a
consolidation or merger of the Company with or into another entity or entities (whether or not the Company is the surviving entity); (ii) a
sale or transfer by the Company of all or substantially all of its assets (determined either for the Company alone or with its subsidiaries
on a consolidated basis); or (iii) any sale, transfer or issuance, or series of sales, transfer and/or issuances, of shares of the Company�s
capital stock by the Company, or the holders thereof, as a result of which the holders of the Company�s outstanding capital stock
possessing the voting power (under ordinary circumstances) to elect a majority of the Board of Directors immediately prior to such sale,
transfer or issuance (or series thereof) cease to own the Company�s outstanding capital stock possessing the voting power (under ordinary
circumstances) to elect a majority of the Board of Directors of the Company. However, a �Change in Control� shall not be deemed to
have occurred by virtue of the consummation of any transaction or series of integrated transactions immediately following which the
record holders of the common stock of the Company immediately prior to such transaction or series of transactions continue to have
substantially the same proportionate ownership in an entity which owns all or substantially all of the assets of the Company immediately
following such transaction or series of transactions.

In the case of a Change in Control, the Compensation Committee may, in its discretion, take any of the following actions with the consent
of any participant: provide for Awards to be assumed by (or for substitute awards to be issued by) a successor to the Company, accelerate
the vesting of awards, provide for cash or other consideration to be paid in full
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satisfaction of Awards (including, in the case of an option or SAR the exercise price of which is greater than the fair market value of a
Share, as established by the terms of the transaction, canceling such option or SAR without payment of consideration), terminate awards
upon the consummation of the Change in Control (including providing for vesting and opportunity to exercise Awards immediately prior
to the consummation), and make such other adjustments as may be necessary or appropriate, but subject to the limitation on amendment
of Awards described below. If any Award is assumed (or a substitute Award is issued by) a successor to the Company, and, within twelve
months after the Change in Control, the participant is involuntarily terminated by the successor without Cause, or resigns within 60 days
following a material reduction in his compensation or job responsibilities, or an involuntary relocation, the Award shall be fully vested,
unless otherwise provided in the award agreement.

Transferability Restrictions. Generally and unless otherwise provided in an Award agreement, shares or rights subject to an Award
cannot be assigned or transferred other than by will or by the laws of descent and distribution and Awards may be exercised during the
participant�s lifetime only by the participant or his or her guardian or legal representative. However, a participant may, if permitted by
the Compensation Committee, in its sole discretion, transfer an Award, other than certain options, or any portion thereof, to one or more
members of the participant�s immediate family, or one or more trusts for the benefit of such family members or partnerships in which
such family members and/or trusts are the only partners, or a charitable organization or foundation selected by the participant.

Forfeiture Events. The Compensation Committee may specify in an Award agreement that the participant�s rights, payments, and
benefits with respect to an Award shall be subject to reduction, cancellation, forfeiture (including repurchase of shares of stock for
nominal consideration), or recoupment upon the occurrence of certain specified events, in addition to any otherwise applicable vesting or
performance conditions of an Award. Such events may include violation of confidentiality requirements or engaging in competition with
the Company. Awards may also be subject to mandatory repayment if the Company is required to restate its financial results, as required
to satisfy the Sarbanes-Oxley and Dodd-Frank Acts.

Termination or Amendment of the 2014 Plan. The 2014 Plan will take effect on the date that it is approved by the Company�s
stockholders, and the term will continue until the tenth anniversary of such date, unless sooner terminated by the Board of Directors. No
Awards may be granted under the 2014 Plan after it is terminated, but previously granted Awards will remain outstanding in accordance
with their terms. The Board of Directors may amend, suspend or terminate the 2014 Plan at any time, but the Board of Directors
may not amend the 2014 Plan to increase the total number of shares of Common Stock reserved for issuance of Awards, or make any
other modification to the 2014 Plan that constitutes a material amendment as defined in NASDAQ Stock Market Rule 5635I without
stockholder approval. Except as otherwise provided in the 2014 Plan, no amendment, suspension or termination may have a material
adverse effect upon Awards previously made under the 2014 Plan without the participant�s written consent.
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Summary of Federal Income Tax Consequences of the 2014 Plan

The following summary is intended only as a general guide as to the federal income tax consequences under current law with respect
to participation in the 2014 Plan and does not attempt to describe all possible federal or other tax consequences of such participation.
Furthermore, the tax consequences of awards made under the 2014 Plan are complex and subject to change, and a taxpayer�s particular
situation may be such that some variation of the described rules is applicable.

Options and SARs. There are three points in time when a participant and the Company could potentially incur federal income tax
consequences: date of grant, upon exercise and, in the case of an option or stock-settled SAR, upon disposition of the shares of stock
received upon exercise. First, when an option or a SAR is granted to a participant, the participant does not recognize any income for
federal income tax purposes on the date of grant. The Company similarly does not have any federal income tax consequences at the date
of grant. Second, depending upon the type of option, the exercise of an option may or may not result in the recognition of income for
federal income tax purposes. With respect to an incentive stock option, a participant will not recognize any ordinary income upon the
option�s exercise (except that the alternative minimum tax may apply). However, a participant will generally recognize ordinary income
upon the exercise of a non-qualified stock option. In this case, the participant will recognize income equal to the difference between the
option price and the fair market value of shares purchased pursuant to the option on the date of exercise. With respect to the exercise
of a SAR, the participant must generally recognize ordinary income equal to the cash received (or, if applicable, the value of the shares
received).

Incentive stock options are subject to certain holding requirements before a participant can dispose of the shares purchased pursuant
to the exercise of the option and receive capital gains treatment on any income realized from the exercise of the option. Satisfaction
of the holding periods determines the tax treatment of any income realized upon exercise. If a participant disposes of shares acquired
upon exercise of an incentive stock option before the end of the applicable holding periods (called a �disqualifying disposition�), the
participant must generally recognize ordinary income equal to the lesser of (i) the fair market value of the shares at the date of exercise
of the incentive stock option minus the exercise price or (ii) the amount realized upon the disposition of the shares minus the exercise
price. Any excess of the fair market value on the date of such disposition over the fair market value on the date of exercise must be
recognized as capital gains by the participant. If a participant disposes shares acquired upon the exercise of an incentive stock option
after the applicable holding periods have expired, such disposition generally will result in long-term capital gain or loss measured by the
difference between the sale price and the participant�s tax �basis� in such shares (generally, in such case, the tax �basis� is the exercise
price).

Generally, the Company will be entitled to a tax deduction in an amount equal to the amount recognized as ordinary income by the
participant in connection with the exercise
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of options and SARs. However, the Company is generally not entitled to a tax deduction relating to amounts that represent a capital
gains to a participant. Accordingly, if the participant satisfies the requisite holding period with respect to an incentive stock option before
disposition to receive the favorable tax treatment accorded incentive stock options, the Company will not be entitled to any tax deduction
with respect to an incentive stock option. In the event the participant has a disqualifying disposition with respect to an incentive stock
option, the Company will be entitled to a tax deduction in an amount equal to the amount that the participant recognized as ordinary
income.

Restricted Shares, Restricted Share Units, and Deferred Share Units. A participant will not be required to recognize any income for
federal income tax purposes upon the grant of restricted shares that are subject to vesting requirements, or the grant of restricted or
deferred share units, whether or not subject to vesting requirements. With respect to restricted share awards, the participant must generally
recognize ordinary income equal to the fair market value of the shares at the time the shares become vested, unless the participant elects,
in accordance to with Section 83(b) of the Code, to recognize income equal to the fair market value of the shares at the time of grant. If a
participant makes a Section 83(b) election, the Company will generally be entitled to a deduction equal to the income so recognized, and
the participant will not be entitled to an offsetting deduction if the restricted shares are subsequently forfeited.

The participant will realized ordinary income with respect to restricted or deferred share units when the participant receives the stock
subject to the unit, or the cash value of the stock. The Company generally will be entitled to a deduction in an amount equal to the
ordinary income recognized by the participant. Alternatively, if an Award that results in a transfer to the participant of cash, shares or
other property does not contain any restrictions as to their transferability and is not subject to a substantial risk of forfeiture, the participant
must generally recognize ordinary income equal to the cash or the fair market value of shares or other property actually received. The
Company generally will be entitled to a deduction for the same amount. Options, SARs, and grants of restricted shares will generally not
be considered deferred compensation for purposes of Section 409A of the Internal Revenue Code. Deferred share units will, and restricted
share units and performance units may, be subject to Section 409A, in which event the time at which the value of such units may be paid
to the participant may be subject to limitations.

The Company�s ability to deduct compensation paid to a participant is subject to the restrictions of Section 162(m) of the Code, which
prohibits a public corporation from deducting more than $1,000,000 in compensation paid to certain of its named executive officers in
any year, with certain exceptions, including the exception for qualified performance based compensation discussed above. Deductibility
may also be subject to other restrictions and limitations applicable to the deduction of compensation generally, including the reasonable
compensation doctrine.
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Vote Required and Board of Directors�� Recommendation

Assuming a quorum is present, the affirmative vote of a majority of the votes cast on this proposal at the Annual Meeting is required for
approval of this Proposal No. 4, provided that the total votes cast on this proposal represent over 50% in interest of all securities entitled
to vote on this proposal. For purposes of the vote on this Proposal No. 4, an abstention or a broker non-vote will have the effect of a vote
against this proposal unless the total votes cast on this proposal represent more than 50% in interest of all securities entitled to vote on
this proposal, in which event neither an abstention nor a broker non-vote will have any effect on the result of the vote.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR APPROVAL OF THE ADOPTION OF THE 2014 PLAN.
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PROPOSAL NO. 5

CHANGE THE CAPITAL STRUCTURE OF THE COMPANY BY INCREASING THE NUMBER OF AUTHORIZED
SHARES OF COMMON STOCK FROM 100,000,000 to 150,000,000

General

The Board of Directors is proposing to amend the Company�s current Second Amended and Restate Certificate of Incorporation
(the �Current Certificate�), to increase the number of the Company�s authorized shares of Common Stock from 100,000,000 to
150,000,000, as more fully described below. Other than the proposed increase in the number of shares of the Company�s authorized
Common Stock, the proposed amendment is not intended to modify the rights of existing stockholders in any material respect. The Board
of Directors approved the proposed increase in the number of authorized shares of Common Stock and recommends the approval and
adoption of Proposal No. 5 by the stockholders. The proposal regarding this increase in the number of authorized shares of Common
Stock is as follows:

PROPOSAL No. 5: To consider and vote upon a proposal to change the capital structure of the Company by increasing the
number of authorized shares of Common Stock from 100,000,000 to 150,000,000.

The proposed amendment to the Current Certificate (the �Authorized Capital Amendment�) under this Proposal No. 5 is set
forth in Annex B to this Proxy Statement. If approved, Proposal No. 5 will become effective upon the filing of the Authorized Capital
Amendment with the Secretary of State of the State of Delaware, which the Company would process promptly after the Annual Meeting.
If Proposal No. 5 is not approved, the Authorized Capital Amendment would not be filed, and the Current Certificate would remain in
effect. A copy of the Current Certificate is available as Exhibit 3.1 to Amendment No. 2 to the Company�s Registration Statement on
Form S-1 File No. 333-145356, as field with the SEC on October 17, 2007. The following general description of the Authorized Capital
Amendment and the effect of Proposal No. 5 on the Current Certificate are qualified in their entirety by reference to the text of the
Authorized Capital Amendment set forth in Annex B.

Background of Proposed Increase in the Number of Authorized Shares of Common Stock

Under Delaware law, the Company may only issue shares of its capital stock to the extent such shares have been authorized for
issuance under our Current Certificate. The Current Certificate authorizes the issuance of up to 100,000,000 shares of Common Stock
and up to 10,000,000 shares of preferred stock, having a par value of $0.01 per share. As of April 8, 2014, 76,919,106 shares of Common
Stock were issued and outstanding, 5,418,389 unissued shares of Common Stock were reserved for issuance upon exercise of outstanding
options under our 2007 Plan, 267,162 unissued shares of Common Stock were reserved for future issuance under our 2007 Plan,
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15,368,333 shares of Common Stock were reserved for future issuance to Aspire Capital Fund, LLC (�Aspire�) pursuant to our common
stock purchase agreement with Aspire dated March 18, 2014, 136,019 unissued shares of Common Stock were reserved for issuance upon
the future exercise of outstanding warrants to purchase shares of our Common Stock, leaving approximately 1,890,991 shares of Common
Stock unissued and unreserved. If Proposal No. 4 is approved at the annual meeting, an additional 5,000,000 shares of our Common Stock
would be reserved for issuance under the 2014 Plan and no shares of Common Stock would remain unissued and unreserved under the
Current Charter. In addition, 10,000,000 undesignated shares of preferred stock are authorized under the Current Charter but no shares of
preferred stock have been issued. In order to ensure sufficient shares of Common Stock will be available for issuance by the Company, the
Board of Directors has approved, subject to stockholder approval, the Authorized Capital Amendment to increase the number of shares
of such Common Stock authorized for issuance from 100,000,000 to 150,000,000.

Purpose and Effect of the Authorized Capital Amendment

The Board of Directors believes it desirable to increase the authorized number of shares of Common Stock in order to provide
the Company with adequate flexibility in corporate planning and strategies. The availability of additional shares of Common Stock
for issuance could be used for a number of purposes, including corporate financing, public or private offerings of Common Stock,
future acquisitions, stock dividends, stock splits, strategic relationships with corporate partners, stock options, and other stock-based
compensation. The availability of additional shares of Common Stock is particularly important in the event that the Board of Directors
needs to undertake any of the foregoing actions on an expedited basis and thus to avoid the time and expense of seeking stockholder
approval in connection with the contemplated issuance of Common Stock. Except for issuances and sales of Common Stock pursuant
to our common stock purchase agreement with Aspire, there are currently no other plans, agreements or understandings regarding the
issuance of any of the additional shares of Common Stock that would be available if this proposal is approved. Such additional authorized
shares may be issued for such purposes and for such consideration as the Board of Directors may determine without further stockholder
approval, unless such action is required by applicable law or the rules of the NASDAQ Global Market or any stock exchange on which
the Company�s securities may be listed.

The increase in authorized Common Stock will not have any immediate effect on the rights of existing stockholders. The additional
shares of Common Stock for which authorization is sought would be part of the existing class of Common Stock. There will be no
change in voting rights, dividend rights, liquidation rights, preemptive rights or any other stockholder rights as a result of the Authorized
Capital Amendment. However, the Board of Directors will have the authority to issue authorized Common Stock without requiring future
stockholder approval of such issuances, except as may be required by applicable law or the rules of the NASDAQ Global Market or any
stock exchange on which the Company�s securities may be listed. To the extent that additional authorized
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shares are issued in the future, they may decrease the existing stockholders� percentage equity ownership and, depending on the price at
which they are issued, could be dilutive to the existing stockholders. The holders of Common Stock have no preemptive rights and the
Board of Directors has no plans to grant such rights with respect to any such shares.

The increase in the Company�s authorized but unissued shares of Common Stock that would result from adoption of the Authorized
Capital Amendment could have a potential anti-takeover effect with respect to the Company, although management is not presenting the
proposal for this reason and does not presently anticipate using the increased authorized shares for such a purpose. The potential anti-
takeover effect of the Authorized Capital Amendment arises because it would enable the Company to issue additional shares of Common
Stock up to the total authorized number with the effect that stockholdings and related voting rights of then existing stockholders would
be diluted to an extent proportionate to the number of additional shares of Common Stock issued. In addition, if the Company were the
subject of a hostile takeover attempt, it could try to impede the takeover by issuing shares of Common Stock, thereby diluting the voting
power of the other outstanding shares and increasing the potential cost of the takeover. The availability of this defensive strategy to the
Company could discourage unsolicited takeover attempts, thereby limiting the opportunity for the Company�s stockholders to realize
a higher price for their shares than is generally available in the public markets. The Board of Directors is not aware of any attempt or
contemplated attempt to acquire control of the Company, and this proposal is not being presented with the intent that it be utilized as a
type of anti-takeover device.

Vote Required and Board of Directors Recommendation

Assuming a quorum is present, the affirmative vote of the holders of a majority of the issued and outstanding shares of Common
Stock is required for the approval of Proposal No. 5. Abstentions and broker non-votes will be counted as present for purposes of
determining if a quorum is present, but will have the same effect as a negative vote on the outcome of this proposal. No appraisal rights
are available under Delaware Law or under the Current Certificate or the Company�s Amended and Restate Bylaws to any stockholder
who dissents from this proposal.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT STOCKHOLDERS VOTE ��FOR�� PROPOSAL
NO. 5.
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Annual Report and Financial Statements

A copy of our annual report on Form 10-K for the fiscal year ended December 31, 2013, including audited financial statements,
accompanies this notice of annual meeting and proxy statement. No portion of the annual report on Form 10-K is incorporated herein or
is considered to be proxy-soliciting material.

We will provide without charge additional copies of our Annual Report on Form 10-K for the fiscal year ended December 31,
2013, to any stockholder upon written request. Requests should be directed to Nanosphere, Inc., 4088 Commercial Avenue,
Northbrook, Illinois 60062, Attention: J. Roger Moody, Jr. In addition, copies of all of our filings with the SEC can be found on our
website at http://www.nanosphere.us in the �Investor Relations/Media� section under the heading �SEC Filings.�

Solicitation of Proxies

Our officers, directors and employees may solicit proxies from stockholders. We pay no additional compensation to our officers, directors
or employees for such solicitation. Solicitations may be made personally, or by mail, facsimile or other electronic means, telephone, or
messenger. We may reimburse brokers and other persons holding shares in their names or in the names of nominees for expenses in
sending proxy materials to beneficial owners and obtaining proxies from such owners.

Householding of Proxy Materials

The SEC has adopted rules that permit companies and intermediaries (e.g., brokers) to satisfy the delivery requirements for proxy
statements and annual reports with respect to two or more stockholders sharing the same address by delivering a single proxy statement
addressed to those stockholders. This process, which is commonly referred to as �householding,� potentially means extra convenience
for stockholders and cost savings for companies.

This year, a number of brokers with account holders who are Nanosphere stockholders will be �householding� our proxy materials. A
single proxy statement may be delivered to multiple stockholders sharing an address unless contrary instructions have been received
from the affected stockholders. Once you have received notice from your broker that it will be �householding� communications to
your address, �householding� will continue until you are notified otherwise or until you notify your broker or the Company that
you no longer wish to participate in �householding.� If, at any time, you no longer wish to participate in �householding� and would
prefer to receive a separate proxy statement and annual report in the future you may (1) notify your broker, (2) direct your written
request to: Secretary, Nanosphere, Inc., 4088 Commercial Avenue, Northbrook, Illinois 60062 or (3) contact J. Roger Moody, Jr., at
(847) 400-9000. Upon a written or oral request to the address or telephone number above, Nanosphere will promptly deliver a separate
copy of the annual report and proxy statement to a stockholder at a shared address to which a single copy of the documents was delivered.
Stockholders who currently receive multiple copies of the proxy statement at their address and would like to request �householding� of
their communications should contact their broker.
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Other Matters

The Board of Directors does not intend to bring any other business before the meeting, and the Board of Directors is not currently aware
of any other matters to be voted on at the annual meeting except as disclosed in the notice of annual meeting of stockholders. However,
if any other matters are properly presented at the annual meeting, those proxies granting such authority will be voted in respect thereof in
accordance with the judgment of stockholders� your proxy (one of the individuals named on your proxy card).

Stockholder Proposals for Next Annual Meeting

Any proposals of stockholders intended to be included in the proxy statement for the annual meeting of stockholders to be held in 2015
pursuant to Rule 14a-8 under the Exchange Act must be received by us not later than December 24, 2014 and must otherwise comply
with applicable requirements and laws. However, if Nanosphere changes the date of the 2015 annual meeting of stockholders by more
than 30 days from the anniversary of the date of the Annual Meeting (i.e., May 28, 2015), then stockholders will have a reasonable time
before Nanosphere begins to print and mail its proxy materials for the 2015 annual meeting of stockholders to submit a proposal pursuant
to Rule 14a-8. All notices or proposals, whether or not to be included in our proxy materials, must be sent to our principal executive
offices at 4088 Commercial Avenue, Northbrook, Illinois 60062, Attention: J. Roger Moody, Jr.

If a stockholder intends to submit a proposal at the annual meeting of stockholders to be held in 2015, which proposal is not intended to
be included in Nanosphere�s proxy statement and form of proxy relating to that meeting, the stockholder must give appropriate notice to
the Secretary of Nanosphere at the address in the preceding paragraph not later than February 27, 2015 and no earlier than January 28,
2015.

Stockholders may contact Nanosphere�s Secretary for requirements for making stockholder proposals and nominating director
candidates.

Stockholders are urged to complete, sign, date and mail the proxy in the enclosed envelope, postage for which has been provided for
mailing in the United States. Your prompt response is appreciated.
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ANNEX A

NANOSPHERE, INC.
2014 LONG-TERM INCENTIVE PLAN

PLAN DOCUMENT

1. Establishment, Purpose, and Types of Awards

Nanosphere, Inc. (the �Company�) hereby establishes this equity-based incentive compensation plan to be known as the �Nanosphere,
Inc. 2014 Long-Term Incentive Plan� (hereinafter referred to as the �Plan�), in order to provide incentives and awards to select
employees, directors, consultants and advisors of the Company and its Affiliates. The Plan permits grants of the following types of awards
(�Awards�), according to the referenced Sections of the Plan:

Section 6 Options
Section 7 Share Appreciation Rights
Section 8 Restricted Shares, Restricted Share Units and Unrestricted Shares
Section 9 Deferred Share Units
Section 10 Performance Awards

The Plan is not intended to affect, and shall not affect, any stock option, equity-based compensation or other benefit that the Company or
its Affiliates may have provided pursuant to the Nanosphere, Inc. 2000 Equity Incentive Plan (the ��2000 Plan��) or the Nanosphere, Inc.
2007 Long-Term Incentive Plan (the �2007 Plan�), or may separately provide in the future, pursuant to any agreement, plan or program
that is independent of this Plan. Effective as of the date of approval of this Plan by the stockholders pursuant to Section 20, and subject
to such approval, no additional awards shall be granted pursuant to the 2000 Plan or the 2007 Plan.

2. Defined Terms

Terms herein that begin with an initial capital letter have the defined meaning set forth in Appendix A, unless defined elsewhere in this
Plan or the context of their use clearly indicates a different meaning.

3. Shares Subject to the Plan

Subject to the provisions of Section 13 hereof, the maximum number of Shares that the Company may issue for all Awards is 5,000,000
Shares. For all Awards, the Shares issued pursuant to the Plan may be authorized but unissued Shares, or Shares that the Company has
reacquired or otherwise holds in treasury. Of this amount, 5,000,000 Shares will be available for ISO Awards.

Shares that are subject to an Award granted under this Plan that for any reason expires, is forfeited, is cancelled or becomes unexercisable
shall again, except to the extent prohibited by Applicable Law, be available for subsequent Awards under the Plan. Shares that are
withheld for the payment of the exercise price of an Option, to satisfy tax withholding obligations, or because the Committee elects to
settle an award in cash, shall not become available for subsequent Awards. In the case of an SAR that may be settled in Shares, the number
of Shares counted against the number of available Shares shall be equal to the full number of SARs granted, and not the net number of
Shares (or cash equivalent) actually delivered; provided that when an SAR
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is related to an Option, so that only the Option or the SAR may be exercised, the issuance of the SAR shall not further reduce the number
of Shares available. Notwithstanding the foregoing, but subject to adjustments pursuant to Section 13 hereof, the number of Shares that
are available for ISO Awards shall be determined, to the extent required under applicable tax laws, by reducing the number of Shares
designated in the preceding paragraph by the number of Shares issued pursuant to Awards.

4. Administration

(a) General. The Committee shall administer the Plan in accordance with its terms, provided that the Board may act in lieu of the
Committee on any matter. The Committee shall hold meetings at such times and places as it may determine and shall make such rules and
regulations for the conduct of its business as it deems advisable. In the absence of a duly appointed Committee, or if the Board otherwise
chooses to act in lieu of the Committee, the Board shall function as the Committee for all purposes of the Plan.

(b) Committee Composition. The Board shall appoint the members of the Committee. To the extent permitted by Applicable Law, the
Committee may authorize one or more executive officers (or Reporting Persons if the Shares are registered under the Exchange Act)
to make Awards to Eligible Persons who are not Reporting Persons (or other executive officers whom the Committee has specifically
authorized to make Awards). The Board may, at any time, appoint additional members to the Committee, remove and replace members
of the Committee with or without Cause, and fill vacancies on the Committee however caused.

(c) Powers of the Committee. Subject to the other provisions of the Plan, the Committee shall have the authority, in its sole discretion:

(i) to determine Eligible Persons to whom Awards shall be granted from time to time and the number of Shares, units or SARs to be
covered by each Award;

(ii) to determine, from time to time, the Fair Market Value of Shares;

(iii) to determine, and to set forth in Award Agreements, the terms and conditions of all Awards, including, without limitation, any
applicable exercise or purchase price, the installments and conditions under which an Award shall become vested (which may be based
on performance), terminated, expired, cancelled or replaced, and the circumstances for vesting acceleration or waiver of forfeiture
restrictions, and other restrictions and limitations;

(iv) to approve the forms of Award Agreements and all other documents, notices and certificates in connection therewith which need not
be identical either as to type of Award or among Participants;

(v) to construe and interpret the terms of the Plan and any Award Agreement, to determine the meaning of their terms, and to prescribe,
amend and rescind rules and procedures relating to the Plan and its administration; and

(vi) in order to fulfill the purposes of the Plan and without amending the Plan, modify, cancel or waive the Company�s rights with respect
to any Awards, to adjust or to modify Award Agreements for changes in Applicable Law, and to recognize differences in foreign law, tax
policies or customs; and
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(vii) to make all other interpretations and to take all other actions that the Committee may consider necessary or advisable to administer
the Plan or to effectuate its purposes.

Subject to Applicable Law and the restrictions set forth in the Plan, the Committee may delegate administrative functions to individuals
who are Reporting Persons, officers or Employees of the Company or its Affiliates.

(d) Deference to Committee Determinations. The Committee shall have the discretion to interpret or construe ambiguous, unclear or
implied (but omitted) terms in any fashion it deems to be appropriate in its sole discretion, and to make any findings of fact needed in
the administration of the Plan or Award Agreements. The Committee�s prior exercise of its discretionary authority shall not obligate it
to exercise its authority in a like fashion thereafter. The Committee�s interpretation and construction of any provision of the Plan, or of
any Award or Award Agreement, shall be final, binding and conclusive. The validity of any such interpretation, construction, decision or
finding of fact shall not be given de novo review if challenged in court, by arbitration, or in any other forum, and shall be upheld unless
clearly made in bad faith or materially affected by fraud.

(e) No Liability; Indemnification. Neither the Board nor any Committee member, nor any Person acting at the direction of the Board or
the Committee, shall be liable for any act, omission, interpretation, construction or determination made in good faith with respect to the
Plan, any Award or any Award Agreement. The Company and its Affiliates shall pay or reimburse any member of the Committee, as
well as any Director, Employee or Consultant who takes action in connection with the Plan, for all expenses incurred with respect to the
Plan, and to the full extent allowable under Applicable Law shall indemnify each and every one of them for any claims, liabilities and
costs (including reasonable attorney�s fees) arising out of their good-faith performance of duties under the Plan. The Company and its
Affiliates may obtain liability insurance for this purpose.

5. Eligibility

(a) General Rule. The Committee may grant ISOs only to Employees (including officers who are Employees) of the Company or an
Affiliate that is a �parent corporation� or �subsidiary corporation� within the meaning of Section 424 of the Code, and may grant all
other Awards to any Eligible Person. A Participant who has been granted an Award may be granted an additional Award or Awards if the
Committee shall so determine, if such person is otherwise an Eligible Person and if otherwise in accordance with the terms of the Plan.

(b) Grant of Awards. Subject to the express provisions of the Plan, the Committee shall determine from the class of Eligible Persons
those individuals to whom Awards under the Plan may be granted, the number of Shares subject to each Award, the price (if any) to
be paid for the Shares or the Award and, in the case of Performance Awards, in addition to the matters addressed in Section 10 below,
the specific objectives, goals and performance criteria that further define the Performance Award. Each Award shall be evidenced by an
Award Agreement signed
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by the Company and, if required by the Committee, by the Participant. The Award Agreement shall set forth the material terms and
conditions of the Award established by the Committee, and each Award shall be subject to the terms and conditions set forth in Sections
23, 24 and 25, unless otherwise specifically provided in an Award Agreement.

(c) Limits on Awards. No Participant may receive Options and SARs that relate to more than 5,000,000 Shares during any twelve month
period. The Committee will adjust this limitation pursuant to Section 13 hereof.

(d) Replacement Awards. Subject to Applicable Law (including any associated Stockholder approval requirements), and to Sections 6(j)
and 7(h), the Committee may, in its sole discretion and upon such terms as it deems appropriate, require as a condition of the grant of
an Award to a Participant that the Participant surrender for cancellation some or all of the Awards that have previously been granted to
the Participant under this Plan or under the 2000 Plan or the 2007 Plan. An Award that is conditioned upon such surrender may or may
not be the same type of Award, may cover the same (or a lesser or greater) number of Shares as such surrendered Award, may have other
terms that are determined without regard to the terms or conditions of such surrendered Award, and may contain any other terms that the
Committee deems appropriate.

6. Option Awards

(a) Types; Documentation. Subject to Section 5(a), the Committee may in its discretion grant Options pursuant to Award Agreements that
are delivered to Participants. Each Option shall be designated in the Award Agreement as an ISO or a Non-ISO, and the same Award
Agreement may grant both types of Options. At the sole discretion of the Committee, any Option may be exercisable, in whole or in part,
immediately upon the grant thereof, or only after the occurrence of a specified event, or only in installments, which installments may
vary. Options granted under the Plan may contain such terms and provisions not inconsistent with the Plan that the Committee shall deem
advisable in its sole and absolute discretion.

(b) ISO $100,000 Limitation. To the extent that the aggregate Fair Market Value of Shares with respect to which Options designated
as ISOs first become exercisable by a Participant in any calendar year (under this Plan and any other plan of the Company or any
Affiliate) exceeds $100,000, such excess Options shall be treated as Non-ISOs. For purposes of determining whether the $100,000
limit is exceeded, the Fair Market Value of the Shares subject to an ISO shall be determined as of the Grant Date. In reducing the
number of Options treated as ISOs to meet the $100,000 limit, the most recently granted Options shall be reduced first. In the event
that Section 422 of the Code is amended to alter the limitation set forth therein, the limitation of this Section 6(b) shall be automatically
adjusted accordingly.

(c) Term of Options. Each Award Agreement shall specify a term at the end of which the Option automatically expires, subject to earlier
termination provisions contained in Section 6(h) hereof; provided, that, the term of any Option may in no event exceed ten (10) years
from the Grant Date. In the case of an ISO granted to an Employee who is a Ten Percent Holder on the Grant Date, the term of the ISO
shall in no event exceed five (5) years from the Grant Date.
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(d) Exercise Price. The exercise price of an Option shall be determined by the Committee in its sole discretion and shall be set forth in
the Award Agreement, provided that �

(i) if an ISO is granted to an Employee who on the Grant Date is a Ten Percent Holder, the per Share exercise price shall not be less than
110% of the Fair Market Value per Share on the Grant Date, and

(ii) for all other Options, such per Share exercise price shall not be less than 100% of the Fair Market Value per Share on the Grant Date.

Neither the Company nor the Committee shall, without stockholder approval, allow for a repricing within the meaning of NASDAQ
Listing Rules or any interpretation thereof.

(e) Exercise of Option. The times, circumstances and conditions under which an Option shall be exercisable shall be determined by the
Committee in its sole discretion and set forth in the Award Agreement. The Committee shall have the discretion to determine whether
and to what extent the vesting of Options shall be tolled during any unpaid leave of absence; provided, however, that in the absence of
such determination, vesting of Options shall be tolled during any such leave approved by the Company.

(f) Minimum Exercise Requirements. An Option may not be exercised for a fraction of a Share. The Committee may require in an Award
Agreement that an Option be exercised as to a minimum number of Shares, provided that such requirement shall not prevent a Participant
from purchasing the full number of Shares as to which the Option is then exercisable.

(g) Methods of Exercise. Prior to its expiration pursuant to the terms of the applicable Award Agreement, and subject to the times,
circumstances and conditions for exercise contained in the applicable Award Agreement, each Option may be exercised, in whole or
in part (provided that the Company shall not be required to issue fractional shares), by delivery of written notice of exercise to the
secretary of the Company accompanied by the full exercise price of the Shares being purchased. In the case of an ISO, the Committee
shall determine the acceptable methods of payment on the Grant Date and it shall be included in the applicable Award Agreement. The
methods of payment that the Committee may in its discretion accept or commit to accept in an Award Agreement include:

(i) cash or check payable to the Company (in U.S. dollars);

(ii) other Shares that (A) are owned by the Participant who is purchasing Shares pursuant to an Option, (B) have a Fair Market Value on
the date of surrender equal to the aggregate exercise price of the Shares as to which the Option is being exercised, (C) were not acquired
by such Participant pursuant to the exercise of an Option, unless such Shares have been owned by such Participant for at least six months
or such other period as the Committee may determine, (D) are all, at the time of such surrender, free and clear of any and all claims,
pledges, liens and encumbrances, or any restrictions which would in any manner restrict the transfer of such shares to or by the Company
(other than such restrictions as may have existed prior to an issuance of such Shares by the Company to such Participant), and (E) are
duly endorsed for transfer to the Company;
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(iii) a cashless exercise program that the Committee may approve, from time to time in its discretion, pursuant to which a Participant
may concurrently provide irrevocable instructions (A) to such Participant�s broker or dealer to effect the immediate sale of the purchased
Shares and remit to the Company, out of the sale proceeds available on the settlement date, sufficient funds to cover the exercise price
of the Option plus all applicable taxes required to be withheld by the Company by reason of such exercise, and (B) to the Company to
deliver the certificates for the purchased Shares directly to such broker or dealer in order to complete the sale;

(iv) withholding from the number of purchased Shares a number of Shares that has a Fair Market Value equal to the exercise price; or

(v) any combination of the foregoing methods of payment.

The Company shall not be required to deliver Shares pursuant to the exercise of an Option until payment of the full exercise price
therefore is received by the Company.

(h) Termination of Continuous Service. The Committee may establish and set forth in the applicable Award Agreement the terms and
conditions on which an Option shall remain exercisable, if at all, following termination of a Participant�s Continuous Service. The
Committee may waive or modify these provisions at any time. To the extent that a Participant is not entitled to exercise an Option at the
date of his or her termination of Continuous Service, or if the Participant (or other person entitled to exercise the Option) does not exercise
the Option to the extent so entitled within the time specified in the Award Agreement or below (as applicable), the Option shall terminate
and the Shares underlying the unexercised portion of the Option shall revert to the Plan and become available for future Awards. In no
event may any Option be exercised after the expiration of the Option term as set forth in the Award Agreement.

The following provisions shall apply to the extent an Award Agreement does not specify the terms and conditions upon which an Option
shall terminate when there is a termination of a Participant�s Continuous Service:

(i) Termination other than Upon Disability or Death or for Cause. In the event of termination of a Participant�s Continuous Service (other
than as a result of Participant�s death, disability, or termination for Cause), the Participant shall have the right to exercise an Option at
any time within 90 days following such termination to the extent the Participant was entitled to exercise such Option at the date of such
termination.

(ii) Disability. In the event of termination of a Participant�s Continuous Service as a result of his or her being Disabled, the Participant
shall have the right to exercise an Option at any time within one year following such termination to the extent the Participant was entitled
to exercise such Option at the date of such termination.

(iii) Death. In the event of the death of a Participant during the period of Continuous Service since the Grant Date of an Option, or within
thirty days following termination of the Participant�s Continuous Service, the Option may be exercised, at any time within one year
following the date of the Participant�s death, by the Participant�s estate or by a person who acquired the right to exercise the Option by
bequest or inheritance, but only to the extent the right to exercise the Option had vested at the date of death or, if earlier, the date the
Participant�s Continuous Service terminated.
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(iv) Cause. If the Committee determines that a Participant�s Continuous Service terminated due to Cause, the Participant shall
immediately forfeit the right to exercise any Option, and it shall be considered immediately null and void.

(i) Reverse Vesting. The Committee in its sole discretion may allow a Participant to exercise unvested Options, in which case the Shares
then issued shall be Restricted Shares having analogous vesting restrictions to the unvested Options.

(j) Buyout Provision. The Committee may at any time offer to buy out an Option, in exchange for a payment in cash or Shares, based
on such terms and conditions as the Committee shall establish and communicate to the Participant at the time that such offer is made;
provided that at the time of such exchange the exercise price of the Option does not exceed the Fair Market Value of a Share.

7. Share Appreciation Rights (SARs)

(a) Grants. The Committee may in its discretion grant Share Appreciation Rights to any Eligible Person pursuant to Award Agreements,
in any of the following forms:

(i) SARs related to Options. The Committee may grant SARs either concurrently with the grant of an Option or with respect to an
outstanding Option, in which case the SAR shall extend to all or a portion of the Shares covered by the related Option. A SAR shall
entitle the Participant who holds the related Option, upon exercise of the SAR and surrender of the related Option, or portion thereof,
to the extent the SAR and related Option each were previously unexercised, to receive payment of an amount determined pursuant to
Section 7(e) below. Any SAR granted in connection with an ISO will contain such terms as may be required to comply with the provisions
of Section 422 of the Code and the regulations promulgated thereunder.

(ii) SARs Independent of Options. The Committee may grant SARs which are independent of any Option subject to such conditions as
the Committee may in its discretion determine, which conditions will be set forth in the applicable Award Agreement.

(iii) Limited SARs. The Committee may grant SARs exercisable only upon or in respect of a Change in Control or any other specified
event, and such limited SARs may relate to or operate in tandem or combination with or substitution for Options or other SARs, or on a
stand-alone basis, and may be payable in cash or Shares based on the spread between the exercise price of the SAR, and (A) a price equal
to the average selling price of Shares during a specified period that is within the period that begins thirty days before, and ends thirty days
after, the date of such event, which period is specified in the Award Agreement (or an amendment to the Award Agreement entered into
prior to such period), or (B) a price related to consideration payable to Company�s stockholders generally in connection with the event;
provided that in any event the amount paid with respect to an SAR shall not exceed the spread between the exercise price of the SAR and
the value of a Share on the date of exercise determined in accordance with the requirements of Section 409A of the Code.
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(b) Exercise Price. The per Share exercise price of a SAR shall be determined in the sole discretion of the Committee, shall be set forth
in the applicable Award Agreement, and shall be no less than 100% of the Fair Market Value of one Share. The exercise price of a SAR
related to an Option shall be the same as the exercise price of the related Option. Neither the Company nor the Committee shall, without
stockholder approval, allow for a repricing within the meaning of NASDAQ Listing Rules or any interpretation thereof.

(c) Exercise of SARs. Unless the Award Agreement otherwise provides, a SAR related to an Option will be exercisable at such time or
times, and to the extent, that the related Option will be exercisable; provided that the Award Agreement shall not, without the approval
of the stockholders of the Company, provide for a vesting period for the exercise of the SAR that is more favorable to the Participant
than the exercise period for the related Option. A SAR may not have a term exceeding ten years from its Grant Date. A SAR granted
independently of any other Award will be exercisable pursuant to the terms of the Award Agreement. Whether a SAR is related to an
Option or is granted independently, the SAR may only be exercised when the Fair Market Value of the Shares underlying the SAR exceeds
the exercise price of the SAR.

(d) Effect on Available Shares. All SARs that may be settled in shares of the Company�s stock shall be counted in full against the number
of shares available for award under the Plan, regardless of the number of shares actually issued upon settlement of the SARs.

(e) Payment. Upon exercise of a SAR related to an Option and the attendant surrender of an exercisable portion of any related Award, the
Participant will be entitled to receive payment of an amount determined by multiplying �

(i) the excess of the Fair Market Value of a Share on the date of exercise of the SAR over the exercise price per Share of the SAR, by

(ii) the number of Shares with respect to which the SAR has been exercised.

Notwithstanding the foregoing, a SAR granted independently of an Option (i) may limit the amount payable to the Participant to a
percentage, specified in the Award Agreement but not exceeding one-hundred percent (100%), of the amount determined pursuant to
the preceding sentence, and (ii) shall be subject to any payment or other restrictions that the Committee may at any time impose in its
discretion, including restrictions intended to conform the SARs with Section 409A of the Code.

(f) Form and Terms of Payment. Subject to Applicable Law, the Committee may, in its sole discretion, settle the amount determined under
Section 7(e) above solely in cash, solely in Shares (valued at their Fair Market Value on the date of exercise of the SAR), or partly in
cash and partly in Shares, with cash paid in lieu of fractional shares. Unless otherwise provided in an Award Agreement, all SARs shall
be settled in Shares as soon as practicable after exercise.

(g) Termination of Employment or Consulting Relationship. The Committee shall establish and set forth in the applicable Award
Agreement the terms and conditions on which a SAR shall remain exercisable, if at all, following termination of a Participant�s
Continuous Service. The provisions of Section 6(h) above shall apply to the extent an Award Agreement does not specify the terms and
conditions upon which a SAR shall terminate when there is a termination of a Participant�s Continuous Service.
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(h) Buy-out. The Committee has the same discretion to buy-out SARs as it has to take such actions with respect to Options pursuant to
Section 6(j) above, provided that the strike price of the SAR does not exceed the Fair Market Value of a Share at the time of the exchange.

8. Restricted Shares, Restricted Share Units and Unrestricted Shares

(a) Grants. The Committee may in its sole discretion grant restricted shares (�Restricted Shares�) to any Eligible Person and shall
evidence such grant in an Award Agreement that is delivered to the Participant and that sets forth the number of Restricted Shares, the
purchase price for such Restricted Shares (if any), and the terms upon which the Restricted Shares may become vested. In addition,
the Company may in its discretion grant to any Eligible Person the right to receive Shares after certain vesting requirements are met
(�Restricted Share Units�), and shall evidence such grant in an Award Agreement that is delivered to the Participant and that sets forth
the number of Shares (or formula, that may be based on future performance or conditions, for determining the number of Shares) that the
Participant shall be entitled to receive upon vesting and the terms upon which the Shares subject to a Restricted Share Unit may become
vested. The Committee may condition any Award of Restricted Shares or Restricted Share Units to a Participant on receiving from the
Participant such further assurances and documents as the Committee may require to enforce the restrictions. In addition, the Committee
may grant Awards hereunder in the form of unrestricted shares (�Unrestricted Shares�), which shall vest in full upon the date of grant or
such other date as the Committee may determine or which the Committee may issue pursuant to any program under which one or more
Eligible Persons (selected by the Committee in its sole discretion) elect to pay for such Shares or to receive Unrestricted Shares in lieu of
cash bonuses that would otherwise be paid.

(b) Vesting and Forfeiture. The Committee shall set forth in an Award Agreement granting Restricted Shares or Restricted Share Units,
the terms and conditions under which the Participant�s interest in the Restricted Shares or the Shares subject to Restricted Share Units
will become vested and non-forfeitable. Except as set forth in the applicable Award Agreement or the Committee otherwise determines,
upon termination of a Participant�s Continuous Service for any other reason, the Participant shall forfeit his or her Restricted Shares and
Restricted Share Units; provided that if a Participant purchases the Restricted Shares and forfeits them for any reason, the Company shall
return the purchase price to the Participant only if and to the extent set forth in an Award Agreement.

(c) Issuance of Restricted Shares Prior to Vesting. The Company shall issue stock certificates that evidence Restricted Shares pending
the lapse of applicable restrictions, and that bear a legend making appropriate reference to such restrictions. Except as set forth in the
applicable Award Agreement or the Committee otherwise determines, the Company or a third party that the Company designates shall
hold such Restricted Shares and any dividends that accrue with respect to Restricted Shares pursuant to Section 8(e) below.

(d) Issuance of Shares upon Vesting. As soon as practicable after vesting of a Participant�s Restricted Shares (or Shares underlying
Restricted Share Units) and the Participant�s satisfaction
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of applicable tax withholding requirements, the Company shall release to the Participant, free from the vesting restrictions, one Share for
each vested Restricted Share (or issue one Share free of the vesting restriction for each vested Restricted Share Unit), unless an Award
Agreement provides otherwise. No fractional shares shall be distributed, and cash shall be paid in lieu thereof.

(e) Dividends Payable on Vesting. Unless otherwise provided in an Award Agreement, whenever unrestricted Shares are issued to a
Participant pursuant to Section 8(d) above, the Participant shall also receive, with respect to each Share issued, (i) a number of Shares
equal to the stock dividends which were declared and paid to the holders of Shares between the Grant Date and the date such Share is
issued, and (ii) a number of Shares having a Fair Market Value equal to any cash dividends that were paid to the holders of Shares based
on a record date between the Grant Date and the date such Share is issued.

(f) Section 83(b) Elections. A Participant may make an election under Section 83(b) of the Code (the �Section 83(b) Election�) with
respect to Restricted Shares. The Participant may then make a Section 83(b) Election with respect to those Restricted Shares. Shares with
respect to which a Participant makes a Section 83(b) Election shall not be eligible for deferral pursuant to Section 9 below.

(g) Deferral Elections. At any time either prior to, or within the thirty-day (30) period after, the date on which a Participant receives an
Award of Restricted Share Units (but in no event less than twelve months before the earliest date on which any portion of the Award can
vest), the Committee, in its discretion, may permit a Participant who is a member of a select group of management or highly compensated
employees (within the meaning of the Employee Retirement Income Security Act of 1974) to irrevocably elect, on a form provided by and
acceptable to the Committee, to defer the receipt of all or a percentage of the Shares that would otherwise be transferred to the Participant
upon the vesting of such Award. If the Participant makes this election, the Shares subject to the election, and any associated dividends
and interest, shall be credited to an account established pursuant to Section 9 hereof on the date such Shares would otherwise have been
released or issued to the Participant pursuant to Section 8(d) above.

9. Deferred Share Units

(a) Elections to Defer. The Committee may permit any Eligible Person who is a Director, Consultant or member of a select group
of management or highly compensated employees (within the meaning of the Employee Retirement Income Security Act of 1974) to
irrevocably elect, on a form provided by and acceptable to the Committee (the �Election Form�), to forego the receipt of cash or other
compensation (including the Shares deliverable pursuant to any Award other than an Option, an SAR, or Restricted Shares), and in lieu
thereof to have the Company credit to an internal Plan account (the �Account�) a number of deferred share units (�Deferred Share
Units�) having a Fair Market Value equal to the Shares and other compensation deferred. These credits will be made at the end of each
calendar month during which compensation is deferred. Each Election Form shall take effect on the first day of the next calendar year (or
on the first day of the next calendar month in the case of an initial election by a Participant who first becomes eligible to defer hereunder,
or under any other deferred compensation arrangement that must be aggregated with this Plan pursuant to Section 409A of
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the Code) after its delivery to the Company, subject to Section 8(g) regarding deferral of Restricted Share Units and to Section 10(e)
regarding deferral of Performance Awards, unless the Company sends the Participant a written notice explaining why the Election Form
is invalid within five (5) business days after the Company receives it. Notwithstanding the foregoing sentence: (i) Election Forms shall be
ineffective with respect to any compensation that a Participant earns before the date on which the Company receives the Election Form,
and (ii) the Committee may unilaterally make awards in the form of Deferred Share Units, regardless of whether or not the Participant
foregoes other compensation.

(b) Vesting. Unless an Award Agreement expressly provides otherwise, each Participant shall be 100% vested at all times in any Shares
subject to Deferred Share Units.

(c) Issuances of Shares. The Company shall provide a Participant with one Share for each Deferred Share Unit in five substantially equal
annual installments that are issued before the last day of each of the five calendar years that end after the date on which the Participant�s
Continuous Service terminates, unless:

(i) the Participant has properly elected a different form of distribution, on a form approved by the Committee, that permits the Participant
to select any combination of a lump sum and annual installments that are completed within ten years following termination of the
Participant�s Continuous Service; and

(ii) the Company received the Participant�s distribution election form at the time the Participant elects to defer the receipt of cash or other
compensation pursuant to Section 9(a), provided that such election may be changed through any subsequent election that (i) is delivered
to the Company at least one year before the date on which the Participant�s Continuous Service terminates (and, if the Participant�s
Continuous Service ends less than one year after such subsequent election is delivered, the subsequent election shall be null and void),
and (ii) defers the commencement of distributions by at least five years from the originally scheduled commencement date.

Fractional shares shall not be issued, and instead shall be paid out in cash.

(d) Crediting of Dividends. Unless otherwise provided in an Award Agreement, whenever Shares are issued to a Participant pursuant
to Section 9(c) above, the Participant shall also receive, with respect to each Share issued, (i) a number of Shares equal to any stock
dividends which were declared and paid to the holders of Shares between the Grant Date and the date such Share is issued, and (ii) a
number of Shares having a Fair Market Value equal to any cash dividends that were paid to the holders of Shares based on a record date
between the Grant Date and the date such Share is issued.

(e) Emergency Withdrawals. In the event a Participant suffers an unforeseeable emergency within the contemplation of this Section and
Section 409A of the Code, the Participant may apply to the Company for an immediate distribution of all or a portion of the Participant�s
Deferred Share Units. The unforeseeable emergency must result from a sudden and unexpected illness or accident of the Participant,
the Participant�s spouse, or a dependent (within the meaning of Section 152(a) of the Code) of the Participant, casualty loss of the
Participant�s
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property, or other similar extraordinary and unforeseeable conditions beyond the control of the Participant. Examples of purposes which
are not considered unforeseeable emergencies include post-secondary school expenses or the desire to purchase a residence. In no event
will a distribution be made to the extent the unforeseeable emergency could be relieved through reimbursement or compensation by
insurance or otherwise, or by liquidation of the Participant�s nonessential assets to the extent such liquidation would not itself cause a
severe financial hardship. The amount of any distribution hereunder shall be limited to the amount necessary to relieve the Participant�s
unforeseeable emergency plus amounts necessary to pay taxes reasonably anticipated as a result of the distribution. The Committee shall
determine whether a Participant has a qualifying unforeseeable emergency and the amount which qualifies for distribution, if any. The
Committee may require evidence of the purpose and amount of the need, and may establish such application or other procedures as it
deems appropriate.

(f) Unsecured Rights to Deferred Compensation. A Participant�s right to Deferred Share Units shall at all times constitute an unsecured
promise of the Company to pay benefits as they come due. The right of the Participant or the Participant�s duly-authorized transferee
to receive benefits hereunder shall be solely an unsecured claim against the general assets of the Company. Neither the Participant nor
the Participant�s duly-authorized transferee shall have any claim against or rights in any specific assets, shares, or other funds of the
Company.

(g) Death of Participant. If a Participant dies before his Deferred Share Units have been distributed in full, whether before or after
distribution has begun, then, unless otherwise provided in the election form, all of the Participant�s remaining Deferred Share Units shall
be distributed to his designated beneficiary (or in the absence of a designated beneficiary, his estate) not more than 90 days after the date
of death.

10. Performance Awards

(a) Performance Units. Subject to the limitations set forth in paragraph (c) hereof, the Committee may in its discretion grant Performance
Units to any Eligible Person and shall evidence such grant in an Award Agreement that is delivered to the Participant which sets forth the
terms and conditions of the Award.

(b) Performance Compensation Awards. Subject to the limitations set forth in paragraph (c) hereof, the Committee may, at the time of
grant of a Performance Unit, designate such Award as a �Performance Compensation Award� (payable in cash or Shares) in order that
such Award constitutes �qualified performance-based compensation� under Code Section 162(m), in which event the Committee shall
have the power to grant such Performance Compensation Award upon terms and conditions that qualify it as �qualified performance-
based compensation� within the meaning of Code Section 162(m). With respect to each such Performance Compensation Award, the
Committee shall establish, in writing within the time required under Code Section 162(m), a �Performance Period,� �Performance
Measure(s)�, and �Performance Formula(e)� (each such term being hereinafter defined).

A Participant shall be eligible to receive payment in respect of a Performance Compensation Award only to the extent that the
Performance Measure(s) for such Award is achieved and the Performance Formula(e) as applied against such Performance Measure(s)
determines that all or
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some portion of such Participant�s Award has been earned for the Performance Period. As soon as practicable after the close of each
Performance Period, the Committee shall review and certify in writing whether, and to what extent, the Performance Measure(s) for the
Performance Period have been achieved and, if so, determine and certify in writing the amount of the Performance Compensation Award
to be paid to the Participant and, in so doing, may use negative discretion to decrease, but not increase, the amount of the Award otherwise
payable to the Participant based upon such performance.

(c) Limitations on Awards. The maximum Performance Unit Award and the maximum Performance Compensation Award that any one
Participant may receive for any one Performance Period shall not together exceed 5,000,000 Shares and $1,000,000 in cash.

(d) Definitions.

(i) �Performance Formula�means, for a Performance Period, one or more objective formulas or standards established by the Committee
for purposes of determining whether or the extent to which an Award has been earned based on the level of performance attained or to be
attained with respect to one or more Performance Measure(s). Performance Formulae may vary from Performance Period to Performance
Period and from Participant to Participant and may be established on a stand-alone basis, in tandem or in the alternative.

(ii) �Performance Measure� means one or more of the following selected by the Committee to measure Company, Affiliate, and/or
business unit performance for a Performance Period, whether in absolute or relative terms (including, without limitation, terms relative
to a peer group or index): basic, diluted, or adjusted earnings per share; sales or revenue; earnings before interest, taxes, and other
adjustments (in total or on a per share basis); basic or adjusted net income; returns on equity, assets, capital, revenue or similar measure;
economic value added; working capital; total stockholder return; and product development, product market share, research, licensing,
litigation, human resources, information services, mergers, acquisitions, sales of assets of Affiliates or business units. Each such measure
shall be, to the extent applicable, determined in accordance with generally accepted accounting principles as consistently applied by the
Company (or such other standard applied by the Committee) and, if so determined by the Committee, and in the case of a Performance
Compensation Award, to the extent permitted under Code Section 162(m), adjusted to omit the effects of extraordinary items, gain or
loss on the disposal of a business segment, unusual or infrequently occurring events and transactions and cumulative effects of changes
in accounting principles; provided that such adjustment is included in the terms of the Performance Measure at the time approved by the
Committee. Performance Measures may vary from Performance Period to Performance Period and from Participant to Participant, and
may be established on a stand-alone basis, in tandem or in the alternative, to the extent permitted by Code Section 162(m).

(iii) �Performance Period� means one or more periods of time (of not less than one fiscal year of the Company), as the Committee
may designate, over which the attainment of one or more Performance Measure(s) will be measured for the purpose of determining a
Participant�s rights in respect of an Award.
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(e) Deferral Elections. At any time prior to the date that is at least six months before the close of a Performance Period (or longer period
that the Committee selects) with respect to an Award of either Performance Units or Performance Compensation, the Committee may
permit a Participant who is a member of a select group of management or highly compensated employees (within the meaning of the
Employee Retirement Income Security Act of 1974) to irrevocably elect, on a form provided by and acceptable to the Committee, to defer
the receipt of all or a percentage of the cash or Shares that would otherwise be transferred to the Participant upon the vesting of such
Award. If the Participant makes this election, the cash or Shares subject to the election, and any associated interest and dividends, shall
be credited to an account established pursuant to Section 9 hereof on the date such cash or Shares would otherwise have been released or
issued to the Participant pursuant to Section 10(a) or Section 10(b) above, and shall be paid or issued in accordance with the requirements
of Section 9.

11. Taxes

(a) General. As a condition to the issuance or distribution of Shares pursuant to the Plan, the Participant (or in the case of the Participant�s
death, the person who succeeds to the Participant�s rights) shall make such arrangements as the Company may require for the satisfaction
of any applicable federal, state, local or foreign withholding tax obligations that may arise in connection with the Award and the issuance
of Shares. The Company shall not be required to issue any Shares until such obligations are satisfied. If the Committee allows the
withholding or surrender of Shares to satisfy a Participant�s tax withholding obligations, the Committee shall not allow Shares to be
withheld in an amount that exceeds the minimum statutory withholding rates for federal and state tax purposes, including payroll taxes.

(b) Default Rule for Employees. In the absence of any other arrangement, an Employee shall be deemed to have directed the Company to
withhold or collect from his or her cash compensation an amount sufficient to satisfy such tax obligations from the next payroll payment
otherwise payable after the date of the exercise of an Award.

(c) Special Rules. In the case of a Participant other than an Employee (or in the case of an Employee where the next payroll payment is
not sufficient to satisfy such tax obligations, with respect to any remaining tax obligations), in the absence of any other arrangement and
to the extent permitted under Applicable Law, the Participant shall be deemed to have elected to have the Company withhold from the
Shares or cash to be issued pursuant to an Award that number of Shares having a Fair Market Value determined as of the applicable Tax
Date (as defined below) or cash equal to the amount required to be withheld. For purposes of this Section 11, the Fair Market Value of
the Shares to be withheld shall be determined on the date that the amount of tax to be withheld is to be determined under the Applicable
Law (the �Tax Date�).

(d) Surrender of Shares. If permitted by the Committee, in its discretion, a Participant may satisfy the minimum applicable tax
withholding and employment tax obligations associated with an Award by surrendering Shares to the Company (including Shares that
would otherwise be issued pursuant to the Award) that have a Fair Market Value determined as of the applicable Tax Date equal to the
amount required to be withheld. In the case of Shares previously acquired from the Company that are surrendered under this Section 11,
such Shares must have been owned by the Participant for more than six months on the date of surrender (or such longer period of time
the Company may in its discretion require).
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(e) Income Taxes and Deferred Compensation. Participants are solely responsible and liable for the satisfaction of all taxes and penalties
that may arise in connection with Awards (including any taxes arising under Section 409A of the Code), and the Company shall not
have any obligation to indemnify or otherwise hold any Participant harmless from any or all of such taxes. The Committee shall have
the discretion to organize any deferral program, to require deferral election forms, and to grant or to unilaterally modify any Award in
a manner that (i) conforms with the requirements of Section 409A of the Code, (ii) that voids any Participant election to the extent it
would violate Section 409A of the Code, and (iii) for any distribution election that would violate Section 409A of the Code, to make
distributions pursuant to the Award at the earliest to occur of a distribution event that is allowable under Section 409A of the Code
or any distribution event that is both allowable under Section 409A of the Code and is elected by the Participant, subject to any valid
second election to defer, provided that the Committee permits second elections to defer in accordance with Section 409A(a)(4)(C). The
Committee shall have the sole discretion to interpret the requirements of the Code, including Section 409A, for purposes of the Plan and
all Awards. Without limiting the generality of the foregoing, any Deferred Share Units, any amount that a Participant has elected to defer
pursuant to Section 9(g) or 10(e), any Restricted Share Unit the terms of which provide that Shares may be delivered later than March 15
after the year in which the Participant�s right to the Shares is no longer subject to a substantial risk of forfeiture, and any other Award that
the Committee determines to be subject to Section 409A of the Code (�Deferred Compensation�), shall be subject to the following. For
purposes of determining when any Deferred Compensation becomes payable, a Participant�s Continuous Service shall not be considered
to have terminated until he has incurred a separation from service as defined in Section 409A of the Code, and the Continuous Service
of a Participant shall be treated as having terminated on the date on which he incurs a separation from service as so defined, even if his
Continuous Service continues to be credited for other purposes. If a Participant is a �specified employee� as defined in Section 409A on
the date on which he incurs a separation from service, then no payment of Deferred Compensation shall be made to such Participant until
the first day of the seventh month following the month in which his separation from service occurs (or if earlier the date of his death). If
payment of such Deferred Compensation is to be made to such Participant in installments, such delay shall apply only to any installment
that would otherwise have been made prior to such date, and the timing of future installments shall not be affected.

12. Non-Transferability of Awards

(a) General. Except as set forth in this Section 12, or as otherwise approved by the Committee, Awards may not be sold, pledged,
assigned, hypothecated, transferred or disposed of in any manner other than by will or by the laws of descent or distribution, or in the
case of an option other than an ISO, pursuant to a domestic relations order as defined under Rule 16a-12 under the Exchange Act. The
designation of a beneficiary by a Participant will not constitute a transfer. An Award may be exercised, during the lifetime of the holder
of an Award, only by such holder, the duly-authorized legal representative of a Participant who is Disabled, a transferee permitted by this
Section 12, or except as would cause an ISO to lose such status, by a bankruptcy trustee.
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(b) Limited Transferability Rights. Notwithstanding anything else in this Section 12, the Committee may in its discretion provide in an
Award Agreement that an Award relating to non-ISOs, SARs settled only in Shares, Restricted Shares, or Performance Shares may be
transferred, on such terms and conditions as the Committee deems appropriate, either (i) by instrument to the Participant�s �Immediate
Family� (as defined below), (ii) by instrument to an inter vivos or testamentary trust (or other entity) in which the Award is to be passed
to the Participant�s designated beneficiaries, or (iii) by gift to charitable institutions. Restricted Shares shall be non-transferable until
such share becomes non-forfeitable. Any transferee of the Participant�s rights shall succeed and be subject to all of the terms of the
applicable Award Agreement and the Plan. �Immediate Family� means any child, stepchild, grandchild, parent, stepparent, grandparent,
spouse, former spouse, sibling, niece, nephew, mother-in-law, father-in-law, son-in-law, daughter-in-law, brother-in-law, or sister-in-law,
and shall include adoptive relationships.

13. Adjustments Upon Changes in Capitalization, Merger or Certain Other Transactions

(a) Changes in Capitalization. The Committee shall equitably adjust the number of Shares covered by each outstanding Award, and the
number of Shares that have been authorized for issuance under the Plan but as to which no Awards have yet been granted or that have
been returned to the Plan upon cancellation, forfeiture or expiration of an Award, as well as the price per Share covered by each such
outstanding Award, to reflect any increase or decrease in the number of issued Shares resulting from a stock-split, reverse stock-split,
stock dividend, combination, recapitalization or reclassification of the Shares, or any other increase or decrease in the number of issued
Shares effected without receipt of consideration by the Company. In the event of any such transaction or event, the Committee may
provide in substitution for any or all outstanding Options and SARs under the Plan such alternative consideration (including securities of
any surviving entity) as it may in good faith determine to be equitable under the circumstances and may require in connection therewith
the surrender of all Options and SARs so replaced and, in the case of an Option or SAR the exercise price of which is greater than
the Fair Market Value of a Share, as established by the terms of the transaction, may cancel such Option or SAR without payment of
consideration. In any case, such substitution of securities shall not require the consent of any person who is granted Options or SARs
pursuant to the Plan. Except as expressly provided herein, or in an Award Agreement, if the Company issues for consideration shares of
stock of any class or securities convertible into shares of stock of any class, the issuance shall not affect, and no adjustment by reason
thereof shall be required to be made with respect to the number or price of Shares subject to any Award.

(b) Dissolution or Liquidation. In the event of the dissolution or liquidation of the Company other than as part of a Change of Control,
each Award will terminate immediately prior to the consummation of such action, subject to the ability of the Committee to exercise any
discretion authorized in the case of a Change in Control.
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(c) Change in Control. In the event of a Change in Control, the Committee may in its sole and absolute discretion and authority, without
obtaining the approval or consent of the Company�s stockholders or any Participant with respect to his or her outstanding Awards, take
one or more of the following actions:

(i) arrange for or otherwise provide that each outstanding Award shall be assumed or a substantially similar award shall be substituted by
a successor corporation or a parent or subsidiary of such successor corporation (the �Successor Corporation�);

(ii) accelerate the vesting of Awards so that Awards shall vest (and, to the extent applicable, become exercisable) as to the Shares that
otherwise would have been unvested and provide that repurchase rights of the Company with respect to Shares issued upon exercise of
an Award shall lapse as to the Shares subject to such repurchase right;

(iii) arrange or otherwise provide for the payment of cash or other consideration to Participants in exchange for the satisfaction and
cancellation of outstanding Awards, and, in the case of an Option or SAR the exercise price of which is greater than the Fair Market Value
of a Share, as established by the terms of the transaction, cancel such Option or SAR without payment of consideration;

(iv) terminate Awards upon the consummation of the Change in Control transaction, provided that the Committee may, in its sole and
absolute discretion, provide for vesting of all or some outstanding Awards in full as of a date immediately prior to consummation of the
Change of Control. To the extent that an Award is not exercised prior to consummation of a transaction in which the Award is not being
assumed or substituted, such Award shall terminate upon such consummation; or

(v) make such other modifications, adjustments or amendments to outstanding Awards or this Plan as the Committee deems necessary or
appropriate, subject however to the terms of Section 15(a) below.

Notwithstanding the above, in the event a Participant holding an Award assumed or substituted by the Successor Corporation in a Change
in Control is Involuntarily Terminated by the Successor Corporation in connection with, or within 12 months following consummation
of, the Change in Control, then any assumed or substituted Award held by the terminated Participant at the time of termination shall
accelerate and become fully vested (and exercisable in full in the case of Options and SARs), and any repurchase right applicable to any
Shares shall lapse in full, unless an Award Agreement provides for a more restrictive acceleration or vesting schedule or more restrictive
limitations on the lapse of repurchase rights or otherwise places additional restrictions, limitations and conditions on an Award. The
acceleration of vesting and lapse of repurchase rights provided for in the previous sentence shall occur immediately prior to the effective
date of the Participant�s termination, unless an Award Agreement provides otherwise.

(d) Certain Distributions. In the event of any distribution to the Company�s stockholders of securities of any other entity or other assets
(other than dividends payable in cash or stock of the Company) without receipt of consideration by the Company, the Committee may, in
its discretion, appropriately adjust the price per Share covered by each outstanding Award to reflect the effect of such distribution.

14. Time of Granting Awards.

The date of grant (�Grant Date�) of an Award shall be the date on which the Committee makes the determination granting such Award
or such other date as is determined by the Committee and

A-17

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


set forth in the Award Agreement, provided that in the case of an ISO, the Grant Date shall be the later of the date on which the
Committee makes the determination granting such ISO or the date of commencement of the Participant�s employment relationship with
the Company.

15. Modification of Awards and Substitution of Options.

(a) Modification, Extension, and Renewal of Awards. Within the limitations of the Plan, the Committee may modify an Award to
accelerate the rate at which an Option or SAR may be exercised (including without limitation permitting an Option or SAR to be exercised
in full without regard to the installment or vesting provisions of the applicable Award Agreement or whether the Option or SAR is at
the time exercisable, to the extent it has not previously been exercised), to accelerate the vesting of any Award, to extend or renew
outstanding Awards or to accept the cancellation of outstanding Awards to the extent not previously exercised. However, the Committee
may not (i) cancel an outstanding Option that is �underwater� for the purpose of reissuing the Option to the participant at a lower exercise
price or granting a replacement award of a different type, or (ii) extend the term of an Option or SAR, provided that the Committee may
extend the period during which an Option or SAR may be exercised following a termination of Continuous Service, but not beyond the
end of the original term of the Option or SAR. Notwithstanding the foregoing provision, no modification of an outstanding Award shall
materially and adversely affect such Participant�s rights thereunder, unless either the Participant provides written consent or there is an
express Plan provision permitting the Committee to act unilaterally to make the modification or the Committee reasonably concludes that
the modification is not materially adverse to the Participant.

(b) Substitution of Options. Notwithstanding any inconsistent provisions or limits under the Plan, in the event the Company or an Affiliate
acquires (whether by purchase, merger or otherwise) all or substantially all of outstanding capital stock or assets of another corporation
or in the event of any reorganization or other transaction qualifying under Section 424 of the Code, the Committee may, in accordance
with the provisions of that Section, substitute Options for options under the plan of the acquired company provided (i) the excess of the
aggregate fair market value of the shares subject to an option immediately after the substitution over the aggregate option price of such
shares is not more than the similar excess immediately before such substitution and (ii) the new option does not give persons additional
benefits, including any extension of the exercise period.

16. Term of Plan.

The Plan shall continue in effect for a term of ten (10) years from its effective date as determined under Section 20 below, unless the
Plan is sooner terminated under Section 17 below. Notwithstanding the foregoing, the authority of the Committee to grant Performance
Compensation Awards that are intended to constitute qualified performance-based compensation for purposes of Section 162(m) of the
Code shall expire unless the Performance Measures listed in Section 10(d)(ii) are reapproved by a vote of the stockholders not later
than the first meeting of stockholders that occurs in the fifth year after the year that includes the effective date, but the failure of
the stockholders to reapprove the Performance Measures shall not affect the authority of the Committee to grant Awards, including
Performance Units, that are not intended to comply with Section 162(m) of the Code.
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17. Amendment and Termination of the Plan.

(a) Authority to Amend or Terminate. Subject to Applicable Laws, the Board may from time to time amend, alter, suspend, discontinue
or terminate the Plan; provided that the Board may not amend the Plan to increase the total number of Shares reserved for issuance of
Awards, or make any other modification to the Plan that constitutes a material amendment as defined in NASDAQ Listing Rule 5635(c),
without stockholder approval.

(b) Effect of Amendment or Termination. No amendment, suspension, or termination of the Plan shall materially and adversely affect
Awards already granted unless either it relates to an adjustment pursuant to Section 13 above, or it is otherwise mutually agreed between
the Participant and the Committee, which agreement must be in writing and signed by the Participant and the Company. Notwithstanding
the foregoing, the Committee may amend the Plan to eliminate provisions which are no longer necessary as a result of changes in tax or
securities laws or regulations, or in the interpretation thereof.

18. Conditions Upon Issuance of Shares.

Notwithstanding any other provision of the Plan or any agreement entered into by the Company pursuant to the Plan, the Company shall
not be obligated, and shall have no liability for failure, to issue or deliver any Shares under the Plan unless such issuance or delivery
would comply with Applicable Law, with such compliance determined by the Company in consultation with its legal counsel.

19. Reservation of Shares.

The Company, during the term of this Plan, will at all times reserve and keep available such number of Shares as shall be sufficient to
satisfy the requirements of the Plan.

20. Effective Date.

This Plan shall become effective on the date of its approval by the Board; provided that this Plan shall be submitted to the Company�s
stockholders for approval, and if not approved by the stockholders in accordance with Applicable Laws (as determined by the Committee
in its sole discretion) within one (1) year from the date of approval by the Board, this Plan and any Awards shall be null, void and of
no force and effect. Awards granted under this Plan before approval of this Plan by the stockholders shall be granted subject to such
approval, and no Shares shall be distributed before such approval.

21. Controlling Law.

All disputes relating to or arising from the Plan shall be governed by the internal substantive laws (and not the laws of conflicts of laws) of
the State of Illinois, to the extent not preempted by United States federal law. If any provision of this Plan is held by a court of competent
jurisdiction to be invalid and unenforceable, the remaining provisions shall continue to be fully effective.
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22. Laws And Regulations.

(a) U.S. Securities Laws. This Plan, the grant of Awards, and the exercise of Options and SARs under this Plan, and the obligation of
the Company to sell or deliver any of its securities (including, without limitation, Options, Restricted Shares, Restricted Share Units,
Deferred Share Units, and Shares) under this Plan shall be subject to all Applicable Law. In the event that the Shares are not registered
under the Securities Act of 1933, as amended (the �Act�), or any applicable state securities laws prior to the delivery of such Shares,
the Company may require, as a condition to the issuance thereof, that the persons to whom Shares are to be issued represent and warrant
in writing to the Company that such Shares are being acquired by him or her for investment for his or her own account and not with a
view to, for resale in connection with, or with an intent of participating directly or indirectly in, any distribution of such Shares within the
meaning of the Act, and a legend to that effect may be placed on the certificates representing the Shares.

(b) Other Jurisdictions. To facilitate the making of any grant of an Award under this Plan, the Committee may provide for such special
terms for Awards to Participants who are foreign nationals or who are employed by the Company or any Affiliate outside of the United
States of America as the Committee may consider necessary or appropriate to accommodate differences in local law, tax policy or custom.
The Company may adopt rules and procedures relating to the operation and administration of this Plan to accommodate the specific
requirements of local laws and procedures of particular countries. Without limiting the foregoing, the Company is specifically authorized
to adopt rules and procedures regarding the conversion of local currency, taxes, withholding procedures and handling of stock certificates
which vary with the customs and requirements of particular countries. The Company may adopt sub-plans and establish escrow accounts
and trusts as may be appropriate or applicable to particular locations and countries.

23. No Stockholder Rights. Neither a Participant nor any transferee of a Participant shall have any rights as a stockholder of the
Company with respect to any Shares underlying any Award until the date of issuance of a share certificate to a Participant or a transferee
of a Participant for such Shares in accordance with the Company�s governing instruments and Applicable Law. Prior to the issuance of
Shares pursuant to an Award, a Participant shall not have the right to vote or to receive dividends or any other rights as a stockholder with
respect to the Shares underlying the Award, notwithstanding its exercise in the case of Options and SARs. No adjustment will be made
for a dividend or other right that is determined based on a record date prior to the date the stock certificate is issued, except as otherwise
specifically provided for in this Plan.

24. No Employment Rights. The Plan shall not confer upon any Participant any right to continue an employment, service or consulting
relationship with the Company, nor shall it affect in any way a Participant�s right or the Company�s right to terminate the Participant�s
employment, service, or consulting relationship at any time, with or without Cause.

25. Termination, Rescission and Recapture of Awards.

(a) Each Award under the Plan is intended to align the Participant�s long-term interest with those of the Company. If the Participant
engages in certain activities discussed below, either during employment or after employment with the Company terminates for any reason,
the Participant is acting contrary to the long-term interests of the Company. Accordingly, but only to
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the extent as otherwise expressly provided in the Award Agreement, the Company may terminate any outstanding, unexercised,
unexpired, unpaid, or deferred Awards (�Termination�), rescind any exercise, payment or delivery pursuant to the Award (�Rescission�),
or recapture any Common Stock (whether restricted or unrestricted) or proceeds from the Participant�s sale of Shares issued pursuant
to the Award (�Recapture�), if the Participant does not comply with the conditions of subsections (b) and (c) hereof (collectively, the
�Conditions�).

(b) A Participant shall not, without the Company�s prior written authorization, disclose to anyone outside the Company, or use in other
than the Company�s business, any proprietary or confidential information or material, as those or other similar terms are used in any
applicable patent, confidentiality, inventions, secrecy, or other agreement between the Participant and the Company with regard to any
such proprietary or confidential information or material.

(c) Pursuant to any agreement between the Participant and the Company with regard to intellectual property (including but not limited
to patents, trademarks, copyrights, trade secrets, inventions, developments, improvements, proprietary information, confidential business
and personnel information), a Participant shall promptly disclose and assign to the Company or its designee all right, title, and interest in
such intellectual property, and shall take all reasonable steps necessary to enable the Company to secure all right, title and interest in such
intellectual property in the United States and in any foreign country.

(d) Upon exercise, payment, or delivery of cash or Common Stock pursuant to an Award, the Participant shall certify on a form acceptable
to the Company that he or she is in compliance with the terms and conditions of the Plan and, if a severance of Continuous Service has
occurred for any reason, shall state the name and address of the Participant�s then-current employer or any entity for which the Participant
performs business services and the Participant�s title, and shall identify any organization or business in which the Participant owns a
greater-than-five-percent equity interest.

(e) If the Company determines, in its sole and absolute discretion, that (i) a Participant has violated any of the Conditions or (ii) during
his or her Continuous Service, or within [two] years after his or her termination for any reason, a Participant (a) has rendered services to,
or otherwise directly or indirectly engaged in or assisted, any organization or business that, in the judgment of the Company, in its sole
and absolute discretion, is or is working to become competitive with the Company; (b) has solicited any non-administrative employee
of the Company to terminate employment with the Company; or (c) has engaged in activities which are materially prejudicial to or in
conflict with the interests of the Company, including any breaches of fiduciary duty or the duty of loyalty, then the Company may, in its
sole and absolute discretion, impose a Termination, Rescission, and/or Recapture with respect to any or all of the Participant�s relevant
Awards, Shares and the proceeds thereof.

(f) Within ten (10) days after receiving notice from the Company of any such activity, the Participant shall deliver to the Company the
Shares acquired pursuant to the Award, or, if Participant has sold the Shares, the gain realized, or payment received as a result of the
rescinded exercise, payment, or delivery; provided, that if the Participant returns Shares that the Participant purchased pursuant to the
exercise of an Option (or the gains realized from the sale of such Common Stock), the Company shall promptly refund the exercise price,
without earnings, that
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the Participant paid for the Shares. Any payment by the Participant to the Company pursuant to this Section 21 shall be made either
in cash or by returning to the Company the number of Shares that the Participant received in connection with the rescinded exercise,
payment, or delivery. It shall not be a basis for Termination, Rescission or Recapture if after termination of a Participant�s Continuous
Service, the Participant purchases, as an investment or otherwise, stock or other securities of such an organization or business, so long
as (i) such stock or other securities are listed upon a recognized securities exchange or traded over-the-counter, and (ii) such investment
does not represent more than a five percent (5%) equity interest in the organization or business.

(g) Notwithstanding the foregoing provisions of this Section, the Company has sole and absolute discretion not to require Termination,
Rescission and/or Recapture, and its determination not to require Termination, Rescission and/or Recapture with respect to any particular
act by a particular Participant or Award shall not in any way reduce or eliminate the Company�s authority to require Termination,
Rescission and/or Recapture with respect to any other act or Participant or Award. Nothing in this Section shall be construed to impose
obligations on the Participant to refrain from engaging in lawful competition with the Company after the termination of employment
that does not violate subsections (b) or (c) of this Section, other than any obligations that are part of any separate agreement between the
Company and the Participant or that arise under applicable law.

(h) All administrative and discretionary authority given to the Company under this Section shall be exercised by the most senior human
resources executive of the Company or such other person or committee (including without limitation the Committee) as the Committee
may designate from time to time.

(i) Notwithstanding any provision of this Section, if any provision of this Section is determined to be unenforceable or invalid under any
applicable law, such provision will be applied to the maximum extent permitted by applicable law, and shall automatically be deemed
amended in a manner consistent with its objectives to the extent necessary to conform to any limitations required under applicable law.
Furthermore, if any provision of this Section is illegal under any applicable law, such provision shall be null and void to the extent
necessary to comply with applicable law.

(j) To the extent that any policy adopted by the Company in order to comply with regulations issued pursuant to Section 10D of the
Exchange Act, as required by Section 954 of the Dodd-Frank Wall Street Reform and Consumer Protection Act, requires any Participant
to forfeit any Award, or repay any amount paid with respect to any Award, such policy shall be deemed incorporated into all outstanding
Awards to the extent required by such regulations, and all Participants subject to such regulations, by accepting any Award, shall be
deemed to have consented to the inclusion of provisions in their Award Agreement as determined by the Committee to be necessary or
appropriate to comply with such regulations.
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NANOSPHERE, INC.
2014 LONG-TERM INCENTIVE PLAN

Appendix A: Definitions

As used in the Plan, the following definitions shall apply:

��Affiliate�� means, with respect to any Person (as defined below), any other Person that directly or indirectly controls or is controlled by
or under common control with such Person. For the purposes of this definition, �control,� when used with respect to any Person, means
the possession, direct or indirect, of the power to direct or cause the direction of the management and policies of such Person or the power
to elect directors, whether through the ownership of voting securities, by contract or otherwise; and the terms �affiliated,� �controlling�
and �controlled� have meanings correlative to the foregoing.

��Applicable Law�� means the legal requirements relating to the administration of options and share-based plans under applicable U.S.
federal and state laws, the Code, any applicable stock exchange or automated quotation system rules or regulations, and the applicable
laws of any other country or jurisdiction where Awards are granted, as such laws, rules, regulations and requirements shall be in place
from time to time.

��Award�� means any award made pursuant to the Plan, including awards made in the form of an Option, a SAR, a Restricted Share, a
Restricted Share Unit, an Unrestricted Share, a Deferred Share Unit, and a Performance Award, or any combination thereof, whether
alternative or cumulative, authorized by and granted under this Plan.

��Award Agreement�� means any written document setting forth the terms of an Award that has been authorized by the Committee. The
Committee shall determine the form or forms of documents to be used, and may change them from time to time for any reason.

��Board��means the Board of Directors of the Company.

��Cause�� for termination of a Participant�s Continuous Service will have the meaning set forth in any unexpired employment agreement
between the Company and the Participant. In the absence of such an agreement, �Cause� will exist if the Participant is terminated from
employment or other service with the Company or an Affiliate for any of the following reasons: (i) the Participant�s willful failure
to substantially perform his or her duties and responsibilities to the Company or deliberate violation of a material Company policy;
(ii) the Participant�s commission of any material act or acts of fraud, embezzlement, dishonesty, or other willful misconduct; (iii) the
Participant�s material unauthorized use or disclosure of any proprietary information or trade secrets of the Company or any other party
to whom the Participant owes an obligation of nondisclosure as a result of his or her relationship with the Company; or (iv) Participant�s
willful and material breach of any of his or her obligations under any written agreement or covenant with the Company.
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The Committee shall in its discretion determine whether or not a Participant is being terminated for Cause. The Committee�s
determination shall, unless arbitrary and capricious, be final and binding on the Participant, the Company, and all other affected persons.
The foregoing definition does not in any way limit the Company�s ability to terminate a Participant�s employment or consulting
relationship at any time, and the term �Company� will be interpreted herein to include any Affiliate or successor thereto, if appropriate.

�Change in Control� means any of the following: (i) a consolidation or merger of the Company with or into another entity or entities
(whether or not the Company is the surviving entity); (ii) a sale or transfer by the Company of all or substantially all of its assets
(determined either for the Company alone or with its subsidiaries on a consolidated basis); or (iii) any sale, transfer or issuance, or series
of sales, transfer and/or issuances, of shares of the Company�s capital stock by the Company, or the holders thereof, as a result of which
the holders of the Company�s outstanding capital stock possessing the voting power (under ordinary circumstances) to elect a majority of
the Board of Directors of the Company immediately prior to such sale, transfer or issuance (or series thereof) cease to own the Company�s
outstanding capital stock possessing the voting power (under ordinary circumstances) to elect a majority of the Board of Directors of the
Company.

Notwithstanding the foregoing, a �Change in Control� shall not be deemed to have occurred by virtue of the consummation of any
transaction or series of integrated transactions immediately following which the record holders of the common stock of the Company
immediately prior to such transaction or series of transactions continue to have substantially the same proportionate ownership in an
entity which owns all or substantially all of the assets of the Company immediately following such transaction or series of transactions.

��Code��means the U.S. Internal Revenue Code of 1986, as amended.

��Committee��means one or more committees or subcommittees of the Board appointed by the Board to administer the Plan in accordance
with Section 4 above. With respect to any decision involving an Award intended to satisfy the requirements of Section 162(m) of
the Code, the Committee shall consist of two or more Directors of the Company who are �outside directors� within the meaning of
Section 162(m) of the Code. With respect to any decision relating to a Reporting Person, the Committee shall consist of two or more
Directors who are disinterested within the meaning of Rule 16b-3.

�Common Stock� means the Common Stock of the Company, par value $0.01 per share.

��Company�� means Nanosphere, Inc., a Delaware corporation; provided, however, that in the event the Company reincorporates to
another jurisdiction, all references to the term �Company� shall refer to the Company in such new jurisdiction.
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��Consultant�� means any person, including an advisor, who is engaged by the Company or any Affiliate to render services and is
compensated for such services.

��Continuous Service�� means the absence of any interruption or termination of service as an Employee, Director, or Consultant.
Continuous Service shall not be considered interrupted in the case of: (i) sick leave; (ii) military leave; (iii) any other leave of absence
approved by the Committee, provided that such leave is for a period of not more than 90 days, unless reemployment upon the expiration
of such leave is guaranteed by contract or statute, or unless provided otherwise pursuant to Company policy adopted from time to
time; (iv) changes in status from Director to advisory director or emeritus status; or (iv) in the case of transfers between locations of
the Company or between the Company, its Affiliates or their respective successors. Changes in status between service as an Employee,
Director, and a Consultant will not constitute an interruption of Continuous Service.

��Deferred Share Units��mean Awards pursuant to Section 9 of the Plan.

��Director��means a member of the Board, or a member of the Board of Directors of an Affiliate.

��Disabled��means a condition under which a Participant:

(a) is unable to engage in any substantial gainful activity by reason of any medically determinable physical or mental impairment which
can be expected to result in death or can be expected to last for a continuous period of not less than 12 months, or

(b) is, by reason of any medically determinable physical or mental impairment which can be expected to result in death or can be expected
to last for a continuous period of not less than 12 months, received income replacement benefits for a period of not less than 3 months
under an accident or health plan covering employees of the Company.

��Eligible Person��means any Consultant, Director or Employee and includes non-Employees to whom an offer of employment has been
extended.

��Employee�� means any person whom the Company or any Affiliate classifies as an employee (including an officer) for employment tax
purposes, whether or not that classification is correct. The payment by the Company of a director�s fee to a Director shall not be sufficient
to constitute �employment� of such Director by the Company.

��Exchange Act��means the Securities Exchange Act of 1934, as amended.

��Fair Market Value�� means, as of any date (the �Determination Date�) means: (i) the closing price of a Share on the New York Stock
Exchange or the American Stock Exchange (collectively, the �Exchange�), on the Determination Date, or, if shares were not traded on
the Determination Date, then on the nearest preceding trading day during which a sale occurred; or (ii) if such stock is not traded on
the Exchange but is quoted on NASDAQ or a successor quotation system, (A) the last sales price (if the stock is then listed as a Global
Market Issue under The Nasdaq National Market System) or (B) the

A-25

Copyright © 2013 www.secdatabase.com. All Rights Reserved.
Please Consider the Environment Before Printing This Document

http://www.secdatabase.com


mean between the closing representative bid and asked prices (in all other cases) for the stock on the Determination Date as reported by
NASDAQ or such successor quotation system; or (iii) if such stock is not traded on the Exchange or quoted on NASDAQ but is otherwise
traded in the over-the-counter, the mean between the representative bid and asked prices on the Determination Date; or (iv) if subsections
(i)-(iii) do not apply, the fair market value established in good faith by the Board.

��Grant Date�� has the meaning set forth in Section 14 of the Plan.

��Incentive Share Option or ISO�� hereinafter means an Option intended to qualify as an incentive stock option within the meaning of
Section 422 of the Code, as designated in the applicable Award Agreement.

��Involuntary Termination�� means termination of a Participant�s Continuous Service under the following circumstances occurring on
or after a Change in Control: (i) termination without Cause by the Company or an Affiliate or successor thereto, as appropriate; or
(ii) voluntary termination by the Participant within 60 days following (A) a material reduction in the Participant�s job responsibilities,
provided that neither a mere change in title alone nor reassignment to a substantially similar position shall constitute a material reduction
in job responsibilities; (B) an involuntary relocation of the Participant�s work site to a facility or location more than 50 miles from the
Participant�s principal work site at the time of the Change in Control; or (C) a material reduction in Participant�s total compensation
other than as part of an reduction by the same percentage amount in the compensation of all other similarly-situated Employees, Directors
or Consultants.

��Non-ISO��means an Option not intended to qualify as an ISO, as designated in the applicable Award Agreement.

��Option��means any stock option granted pursuant to Section 6 of the Plan.

��Participant��means any holder of one or more Awards, or the Shares issuable or issued upon exercise of such Awards, under the Plan.

�Performance Awards��mean Performance Units and Performance Compensation Awards granted pursuant to Section 10.

��Performance Compensation Awards��mean Awards granted pursuant to Section 10(b) of the Plan.

��Performance Unit�� means Awards granted pursuant to Section 10(a) of the Plan which may be paid in cash, in Shares, or such
combination of cash and Shares as the Committee in its sole discretion shall determine.

��Person�� means any natural person, association, trust, business trust, cooperative, corporation, general partnership, joint venture, joint-
stock company, limited partnership, limited liability company, real estate investment trust, regulatory body, governmental agency or
instrumentality, unincorporated organization or organizational entity.
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��Plan��means this Nanosphere, Inc. 2014 Long-Term Incentive Plan.

��Reporting Person�� means an officer, Director, or greater than ten percent (10%) stockholder of the Company within the meaning of
Rule 16a-2 under the Exchange Act, who is required to file reports pursuant to Rule 16a-3 under the Exchange Act.

��Restricted Shares��mean Shares subject to restrictions imposed pursuant to Section 8 of the Plan.

��Restricted Share Units��mean Awards pursuant to Section 8 of the Plan.

��Rule 16b-3��means Rule 16b-3 promulgated under the Exchange Act, as amended from time to time, or any successor provision.

��SAR�� or ��Share Appreciation Right��means Awards granted pursuant to Section 7 of the Plan.

��Share��means a share of Common Stock, as adjusted in accordance with Section 13 of the Plan.

��Ten Percent Holder�� means a person who owns stock representing more than ten percent (10%) of the combined voting power of all
classes of stock of the Company or any Affiliate.

��Unrestricted Shares��mean Shares awarded pursuant to Section 8 of the Plan.
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ANNEX B

CERTIFICATE OF AMENDMENT
OF

CERTIFICATE OF INCORPORATION
OF

NANOSPHERE, INC.

The undersigned, being the duly elected President and Chief Executive Officer of Nanosphere, Inc., a corporation organized
and existing under and by virtue of the General Corporation Law of the State of Delaware,

DOES HEREBY CERTIFY:

FIRST: That Article Four, Section A of the Second Amended and Restated Certificate of Incorporation be, and it hereby
is, amended to read as follows:

�The total number of shares of capital stock which the Corporation shall have the authority to issue is 160,000,000 shares, such
shares being divided into 150,000,000 shares of common stock, par value $0.01 per share (the �Common Stock�), and 10,000,000
shares of preferred stock, par value $0.01 per share (the �Preferred Stock�).

The following is a statement of the designations, preferences, privileges, qualifications, limitations, restrictions and the special or
relative rights granted to or imposed upon the shares of each class.�

SECOND: That the amendment was duly adopted in accordance with the provisions of Sections 242 of the General
Corporation Law of the State of Delaware by the Board of Directors and the stockholders of the corporation.

THIRD: That this Certificate of Amendment shall be effective on , 2014.

[signature page to follow]
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IN WITNESS WHEREOF, the undersigned has signed this Certificate of Amendment as of this day of ,
2014.

NANOSPHERE, INC.

By:
Name: Michael K. McGarrity
Title: President and Chief Executive Officer
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NANOSPHERE, INC.
4088 COMMERCIAL AVENUE
NORTHBROOK, IL 60062

VOTE BY INTERNET - www.proxyvote.com
Use the Internet to transmit your voting instructions and for electronic delivery of information up until 11:59 P.M.
Eastern Time the day before the cut-off date or meeting date. Have your proxy card in hand when you access the
web site and follow the instructions to obtain your records and to create an electronic voting instruction form.

ELECTRONIC DELIVERY OF FUTURE PROXY MATERIALS
If you would like to reduce the costs incurred by our company in mailing proxy materials, you can consent to
receiving all future proxy statements, proxy cards and annual reports electronically via e-mail or the Internet. To
sign up for electronic delivery, please follow the instructions above to vote using the Internet and, when prompted,
indicate that you agree to receive or access proxy materials electronically in future years.

VOTE BY PHONE - 1-800-690-6903
Use any touch-tone telephone to transmit your voting instructions up until 11:59 P.M. Eastern Time the day before
the cut-off date or meeting date. Have your proxy card in hand when you call and then follow the instructions.

VOTE BY MAIL
Mark, sign and date your proxy card and return it in the postage-paid envelope we have provided or return it to
Vote Processing, c/o Broadridge, 51 Mercedes Way, Edgewood, NY 11717.

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS FOLLOWS:

THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED.

NANOSPHERE, INC.

The Board of Directors recommends you vote
FOR the following:

For
All

Withhold
All

For
All

Except

To withhold authority to vote for any individual
nominee(s), mark �For All Except� and write the
number(s) of the nominee(s) on the line below.

1. Election of Directors ¨ ¨ ¨

Nominees:

01) Sheli Z. Rosenberg
02) Michael K. McGarrity
03) Gene Cartwright, Ph.D.

04) André de Bruin

05) Erik Holmlin, Ph.D.
06) Lorin J. Randall
07) Michael J. Ward

The Board of Directors recommends you vote FOR proposals 2, 3, 4 and 5. For Against Abstain

2. To consider and vote, on an advisory basis, for the adoption of a resolution approving the compensation of our named executive
officers, as such compensation is described under the �Compensation Discussion and Analysis� and �Executive Compensation�
sections of the accompanying proxy statement.

¨ ¨ ¨

3. To ratify the audit committee�s selection of Deloitte & Touche LLP as our independent registered public accounting firm for the
fiscal year ending December 31, 2014.

¨ ¨ ¨

4. To consider and vote upon the adoption of our 2014 Long-Term Incentive Plan. ¨ ¨ ¨

5. To consider and vote upon a proposal to change the capital structure of the Company by increasing the number of authorized shares
of common stock from 100,000,0000 to 150,000,000.

¨ ¨ ¨

NOTE: Such other business as may properly come before the meeting or any adjournment thereof.

For address change/comments, mark here
(see reverse for instructions) ¨

Please sign exactly as your name(s) appear(s) hereon. When signing as attorney, executor, administrator, or other fiduciary, please give full title as such. Joint
owners should each sign personally. All holders must sign. If a corporation or partnership, please sign in full corporate or partnership name by authorized officer.

Signature [PLEASE SIGN WITHIN BOX] Date Signature (Joint Owners) Date
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Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting:
The Notice and Proxy Statement and Annual Report are available at www.proxyvote.com.

NANOSPHERE, INC.
ANNUAL MEETING PROXY CARD

THIS PROXY IS SOLICITED BY THE BOARD OF DIRECTORS OF NANOSPHERE,
INC.

FOR THE ANNUAL MEETING OF STOCKHOLDERS TO BE HELD ON MAY 28,
2014

The undersigned hereby appoints Michael K. McGarrity and J. Roger Moody, Jr. and each of them, with power to act without
the other and with power of substitution, as proxies and attorneys-in-fact and hereby authorizes them to represent and vote as
provided on the other side, all the shares of Nanosphere, Inc. (�Nanosphere�) common stock that the undersigned is entitled to
vote at Nanosphere�s Annual Meeting of Stockholders on May 28, 2014, at 9:00 a.m. (Central Daylight Time) at The Westin
Chicago North Shore, 601 North Milwaukee Avenue, Wheeling, IL 60090 and at any adjournment or postponement thereof.

Address Change/
Comments:

(If you noted any Address Changes and/or Comments above, please mark corresponding box on the reverse side.)

Continued and to be signed on reverse side
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