UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q/A
(Amendment No. 1)

QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2021

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
For the transition period from to

Commission file number: 001-36284

Biocept, Inc.

(Exact name of registrant as specified in its charter)

Delaware 80-0943522
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

9955 Mesa Rim Road, San Diego, California

(Address of principal executive offices)
92121
(Zip Code)
(858) 320-8200
(Registrant’s telephone number, including area code)

Not Applicable

(Former name, former address and former fiscal year, if changed since last report)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Trading Symbol(s) Name of each exchange on which registered
Common Stock, par value $.0001 per share BIOC The Nasdaq Stock Market LLC

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days. Yes X No [

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted pursuant to Rule 405 of
Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit such
files). Yes X No [

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company, or an
emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company” and “emerging growth
company” in Rule 12b-2 of the Exchange Act.

» o«

Large accelerated filer O Accelerated filer O

Non-accelerated filer Smaller reporting company
Emerging growth company O

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new

or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. [J

Indicate by check mark whether the registrant is a shell company (as defined by Rule 12b-2 of the Exchange Act). Yes L1 No

As of November 8, 2021, there were 16,842,246 shares of the Registrant’s common stock outstanding.




EXPLANATORY NOTE

Biocept, Inc (the “Company”) is filing this Amendment No. 1 on Form 10-Q/A (this “Amendment No. 1”) to amend its Quarterly Report on Form 10-Q for
the quarterly period ended September 30, 2021, filed with the Securities and Exchange Commission (the “SEC”) on November 15, 2021 (the “Original
Form 10-Q”).

Background of Restatement

This Amendment No. 1 is being filed for the sole purpose of restating certain of the financial statements included in the Original Form 10-Q (the
“Restatement™) due to the Company discovering that it failed to accrue for, and reflect in the Original Form 10-Q, certain expenses incurred during the
third quarter of 2021 in the amount of approximately $1.1 million. These additional expenses are primarily contract labor charges related to the Company’s
Community College COVID-19 testing business, and to a lesser extent, Board of Director fees. On January 31, 2022, the Company filed a Current Report
on Form 8-K disclosing that the financial statements included in the Original Form 10-Q should not be relied upon.

In this Amendment No. 1, the Company has restated its accounts payable, total liabilities, shareholders’ equity, basic and diluted earnings per share, cost of
revenues, general and administrative expenses, and net income (loss) as of and for the three and nine months ended September 30, 2021, as applicable. The
Restatement has no impact on the Company’s total assets and net cash flows from operations as reported in the Original Form 10-Q.

Internal Control Considerations

In connection with the Restatement, management has concluded that the Company had a material weakness in its internal control over financial reporting
as of September 30, 2021, as the Company’s review control over the completeness and accuracy of its accounts payable did not operate effectively,
resulting in a material error in the financial statements. For a discussion of management’s considerations of the Company’s disclosure controls and

procedures, internal control over financial reporting, and material weakness identified, refer to Controls and Procedures in Part I, Item 4.

Items Amended in this Amendment No. 1

This Amendment No. 1 sets forth the Original Form 10-Q, as modified and superseded where necessary to reflect the Restatement and the related
disclosure controls and procedures and internal control considerations. Accordingly, the following items included in the Original Form 10-Q have been
amended:

«Part I, Item 1, Financial Statements

*Part I, Item 2, Management's Discussion and Analysis of Financial Condition and Results of Operations
«Part I, Item 4, Controls and Procedures

«Part II, Item 1A, Risk Factors

Additionally, in accordance with Rule 12b-15 under the Securities Exchange Act of 1934, as amended, the Company is including with this Amendment No.
1 currently dated certifications from its President and Chief Executive Officer and its Chief Financial Officer.

Except as described above and in Note 12, Subsequent Events, this Amendment No. 1 does not amend, update or change any other disclosures in the
Original Form 10-Q. In addition, the information contained in this Amendment No. 1 does not reflect events occurring after the Original Form 10-Q and
does not modify or update the disclosures therein, except to reflect the effects of the Restatement.
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IMPORTANT NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Amendment No. 1 contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E
of the Securities Exchange Act of 1934, as amended. All statements included or incorporated by reference in this Amendment No. 1 other than statements of
historical fact, are forward-looking statements. You can identify these and other forward-looking statements by the use of words such as “may,” “will,”
“could,” “anticipate,” “expect,” “intend,” “believe,” “continue” or the negative of such terms, or other comparable terminology. Forward-looking
statements also include the assumptions underlying or relating to such statements.

» <«

Except with respect to statements in this Amendment No. 1 revised or provided to reflect the effects of the Restatement, forward-looking statements herein
are as of the Original Form 10-Q, filed with the Securities and Exchange Commission, or SEC, on November 15, 2021, unless specifically stated to be
made as of a different date, and the Company has not updated forward-looking statements or information to reflect events occurring after the Original
Form 10-Q.

Our actual results could differ materially from those anticipated in these forward-looking statements as a result of various factors, including those set forth
in our other filings with the SEC. Moreover, we operate in an evolving environment. New risk factors and uncertainties emerge from time to time and it is
not possible for us to predict all risk factors and uncertainties, nor can we assess the impact of all factors on our business or the extent to which any factor,
or combination of factors, may cause actual results to differ materially from those contained in any forward-looking statements. Readers are cautioned not
to place undue reliance on forward-looking statements. The forward-looking statements speak only as of the date on which they are made, and we
undertake no obligation to update such statements to reflect events that occur or circumstances that exist after the date on which they are made except as
required by law. Readers should, however, review the factors and risks we describe in the reports we file from time to time with the SEC. In addition,
statements that “we believe” and similar statements reflect our beliefs and opinions on the relevant subject. These statements are based upon information
available to us as of the date the statement is made, and while we believe such information forms a reasonable basis for such statements, such information
may be limited or incomplete, and our statements should not be read to indicate that we have conducted an exhaustive inquiry into, or review of, all
potentially available relevant information. These statements are inherently uncertain, and you are cautioned not to unduly rely upon these statements.



PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

Biocept, Inc.

Condensed Balance Sheets

December 31, September 30,
2020 2021
(Unaudited)
Current assets: (As Restated) (1)
Cash $ 14,367,942 $ 27,698,334
Accounts receivable, net 14,144,911 15,972,256
Inventories, net 1,929,624 2,898,325
Prepaid expenses and other current assets 2,151,527 686,330
Total current assets 32,594,004 47,255,245
Fixed assets, net 2,317,616 2,151,806
Lease right-of-use assets - operating 9,776,349 9,150,254
Lease right-of-use assets - finance 2,337,709 2,949,959
Other non-current assets 425,908 438,776
Total assets $ 47,451,586  $ 61,946,040
Current liabilities:
Accounts payable $ 8,364,858 % 7,138,835
Accrued liabilities 3,165,669 2,584,015
Current portion of lease liabilities - operating — 404,466
Current portion of lease liabilities - finance 963,726 1,119,178
Supplier financings — 209,164
Total current liabilities 12,494,253 11,455,658
Non-current portion of lease liabilities - operating 9,805,361 9,856,655
Non-current portion of lease liabilities - finance 1,459,550 1,629,793
Total liabilities 23,759,164 22,942,106
Commitments and contingencies (see Note 10)
Shareholders’ equity:
Preferred stock, $0.0001 par value, 5,000,000 authorized; 2,111 shares issued and outstanding at
December 31, 2020 and September 30, 2021. o o
Common stock, $0.0001 par value, 150,000,000 authorized; 13,397,041 issued and outstanding at
December 31, 2020; 16,668,937 issued and outstanding at September 30, 2021. 1,340 1,667
Additional paid-in capital 287,217,949 302,382,024
Accumulated deficit (263,526,867) (263,379,757)
Total shareholders’ equity 23,692,422 39,003,934
Total liabilities and shareholders’ equity $ 47,451,586 $ 61,946,040
16 See Note 13- Restatement, for discussion regarding the impacts of the Restatement.

The accompanying notes are an integral part of these unaudited condensed financial statements.



Condensed Statements of Operations and Comprehensive (Loss)/Income

Biocept, Inc.

(Unaudited)

For the three months ended September

>

For the nine months ended September 30,

2020 2021 2020 2021
(As Restated) (1) (As Restated) (1)

Net revenues $ 6,586,144 $§ 17,469,502 $ 8,950,160 $ 47,272,859
Costs and expenses:

Cost of revenues 5,859,370 11,264,960 11,323,668 27,732,636

Research and development expenses 1,087,741 1,302,893 3,989,133 3,483,232

General and administrative expenses 3,023,337 3,513,438 6,839,467 9,884,101

Sales and marketing expenses 1,434,481 1,938,415 4,232,867 5,806,348
Total costs and expenses 11,404,929 18,019,706 26,385,135 46,906,317
(Loss)/income from operations (4,818,785) (550,204) (17,434,975) 366,542
Other expense:

Interest expense (59,549) (74,499) (171,891) (219,432)

Warrant inducement expense — — (2,102,109) —
Total other expense (59,549) (74,499) (2,274,000) (219,432)

(Loss)/income before income taxes (4,878,334) (624,703) (19,708,975) 147,110

Income tax expense — — — —
Net (loss)/income and comprehensive (loss)/income $ (4,878,334) $ (624,703) $ (19,708,975) $ 147,110

Deemed dividend related to warrants down round provision — — (2,774)

Net (loss)/income attributable to common shareholders $ (4878334) $ (624,703) $ (19,711,749) $ 147,110
Weighted-average shares outstanding used in computing net
(loss)/income per share attributable to common shareholders:

Basic 13,333,427 15,384,469 11,324,289 14,089,537

Diluted 13,333,427 15,384,469 11,324,289 14,330,477
Net (loss)/income per common share:

Basic $ (0.37) $ (0.04) $ (1.74) $ 0.01

Diluted $ (0.37) $ (0.04) $ (1.74) $ 0.01

) See Note 13 - Restatement, for discussion regarding the impacts of the Restatement.

The accompanying notes are an integral part of these unaudited condensed financial statements.



Biocept, Inc.

Condensed Statements of Shareholders’ Equity

(Unaudited)
Series A
Convertible
C Stock Preferred Stock Additional Accumulated
Shares Amount Shares Amount Paid-in Capital Deficit Total
Balance at December 31, 2019 5,473,848 $ 547 2,133 % $256,917,285  $(245,717,189) $ 11,200,643
Stock-based compensation expense — — — 142,964 — 142,964
Shares issued upon exercise of common stock
warrants 696,140 70 — 2,306,638 — 2,306,708
Shares issued upon cashless exercise of
common stock warrants 608,000 61 — (61) — —
Deemed dividends related to warrants
downround provision — — — 2,774 (2,774) —
Shares issued for March 2, 2020 financing
transaction, net of issuance costs 2,300,000 230 — 8,565,270 — 8,565,500
Shares issued for March 4, 2020 financing
transaction, net of issuance costs 1,600,000 160 — 6,093,401 — 6,093,561
Shares issued for exercise of December 2019
overallotment warrants, net of issuance costs 192,750 19 — 659,939 — 659,958
Warrant inducement expense — — — 2,102,109 — 2,102,109
Net loss — — — — (8,341,338)  (8,341,338)
Balance at March 31, 2020 10,870,738  $ 1,087 2,133 % $276,790,319  $(254,061,301) $22,730,105
Stock-based compensation expense — — — 194,236 — 194,236
Shares issued upon exercise of common stock
warrants 20,584 2 — 72,606 — 72,608
Shares issued for April 2020 financing
transaction, net of issuance costs 2,230,000 223 — 9,577,074 — 9,577,297
Net loss — — — — (6,489,303)  (6,489,303)
Balance at June 30, 2020 13,121,322 1,312 2,133 286,634,235 (260,550,604) 26,084,943
Stock-based compensation expense — — — 166,730 — 166,730
Shares issued upon exercise of common stock
warrants 6,546 1 — 22,387 — 22,388
Shares issued upon cashless exercise of
common stock warrants 268,772 27 — 27) — —
Costs related to previous financings — — — (42,430) — (42,430)
Fractional shares adjustment upon one-for-ten
reverse stock split (70) — — — — —
Net loss — — — — (4,878,334)  (4,878,334)
Balance at September 30, 2020 13,396,570 $ 1,340 2,133 % $286,780,895 $(265,428,938) $21,353,297
) See Note 13 - Restatement, for discussion regarding the impacts of the Restatement.

The accompanying notes are an integral part of these unaudited condensed financial statements.



Biocept, Inc.

Condensed Statements of Shareholders’ Equity

(Unaudited)
Series A
Convertible
C Stock Preferred Stock Additional Accumulated
Shares Amount Shares Amount Paid-in Capital Deficit Total
(As Restated) (1) (As R(els)t ated)
Balance at December 31, 2020 13,397,041 $ 1,340 2,111  $ $287,217,949  $(263,526,867) $ 23,692,422
Stock-based compensation expense — — — 460,201 — 460,201
Shares issued upon exercise of common stock
‘warrants 5,304 — — 18,552 — 18,552
Shares issued upon conversion of preferred stock 23 — — — — —
Shares issued upon exercise of options 194 — — 760 — 760
Net income — — — — 2,599,292 2,599,292
Balance at March 31, 2021 13,402,562 $ 1,340 2,111 $ $287,697,462  $(260,927,575) $ 26,771,227
Stock-based compensation expense — — — 494,330 — 494,330
Shares issued for ATM transaction, net of issuance
costs 908,044 91 — 3,913,654 — 3,913,745
Net loss — — — — (1,827,479)  (1,827,479)
Balance at June 30, 2021 14,310,606 $ 1,431 2,111  $ $292,105,446  $(262,755,054) $ 29,351,823
Stock-based compensation expense — — — 700,512 — 700,512
Shares issued for ATM transaction, net of issuance
costs 2,357,988 236 — 9,575,140 — 9,575,376
Shares issued upon exercise of options 343 — — 926 — 926
Net loss — — — — (624,703) (624,703)
Balance at September 30, 2021 16,668,937 $ 1,667 2,111 $ $302,382,024  $(263,379,757) $ 39,003,934
) See Note 13 - Restatement, for discussion regarding the impacts of the Restatement.

The accompanying notes are an integral part of these unaudited condensed financial statements.



Biocept, Inc.

Condensed Statements of Cash Flows

(Unaudited)
For the nine months ended September 30,
2020 2021
(As Restated) (1)
Cash Flows from Operating Activities
Net (loss)/income $ (19,708,975) $ 147,110
Adjustments to reconcile net income/(loss) to net cash provided by/(used in) operating activities:
Depreciation and amortization 839,794 1,081,854
Amortization of right-of-use assets (105,534) 1,110,469
Change in inventory reserve 57,350 (132,721)
Stock-based compensation 503,930 1,655,043
Warrant inducement expense 2,102,109 —
(Gain)/loss on disposal of fixed assets (1,680) 3,941
Increase/(decrease) in cash resulting from changes in:
Accounts receivable, net (4,427,547) (1,827,345)
Inventory (2,605,153) (835,980)
Prepaid expenses and other current assets 165,353 2,087,137
Accounts payable 3,853,736 (568,013)
Accrued liabilities 642,516 (581,654)
Other non-current assets — (12,868)
Net cash (used in)/provided by operating activities (18,684,101) 2,126,973
Cash Flows from Investing Activities:
Purchases of fixed assets (64,331) (981,927)
Net cash used in investing activities (64,331) (981,927)
Cash Flows from Financing Activities:
Net proceeds from issuance of common stock 24,193,930 13,489,121
Proceeds from exercise of common stock warrants 2,401,704 18,552
Proceeds from exercise of stock options — 1,686
Proceeds from exercise of overallotment warrants 659,958 —
Payments on finance leases (518,190) (911,237)
Payments on supplier and other third-party financings (432,435) (412,776)
Net cash provided by financing activities 26,304,967 12,185,346
Net increase in Cash 7,556,535 13,330,392
Cash at Beginning of Period 9,301,406 14,367,942
Cash at End of Period $ 16,857,941  $ 27,698,334
Supplemental Disclosures of Cash Flow Information:
Cash paid during the period for:
Interest $ 171,891  $ 219,432
Income taxes $ — 3 —




Non-cash Investing and Financing Activities:

During the nine months ended September 30, 2020 and 2021, Biocept, Inc., or the Company, financed insurance premiums of approximately $567,000 and
$622,000, respectively, through third-party financings.

Fixed assets purchased totaling approximately $1,073,000 and $1,237,000 during the nine months ended September 30, 2020 and 2021, respectively, were
recorded as finance lease obligations and were excluded from cash purchases in the Company’s statements of cash flows (see Note 6).

The amount of unpaid fixed assets excluded from cash purchases in the Company’s statements of cash flows were approximately $173,000 at September
30, 2020 and $147,000 at September 30, 2021

In January 2020, the Company issued an aggregate of 692,725 shares of its common stock pursuant to the exercise of certain warrants issued by the
Company in February 2019 and March 2019, as part of a warrant repricing and exchange transaction. As part of the warrant repricing and exchange
transaction, the Company issued an aggregate of 692,725 new warrants in exchange for the exercise of the February 2019 and March 2019 warrants and
received net proceeds of approximately $2.3 million. As a result of the warrant repricing, the exercise price of warrants to purchase an aggregate of 89,657
shares of common stock issued by the Company in January 2018 was adjusted from $4.05 to $3.495 per share.

In June 2020, the Company entered into an amendment of its facility lease relating to its current facility in San Diego, California to extend the term of the

lease originally set to expire in July 2020 to November 2020. Pursuant to the extension of the lease term, the Company recorded an additional lease right-
of-use asset and lease liability of $482,000 (see Note 6).

10 See Note 13 - Restatement, for discussion regarding the impacts of the Restatement.

The accompanying notes are an integral part of these unaudited condensed financial statements.
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BIOCEPT, INC.
NOTES TO CONDENSED FINANCIAL STATEMENTS
(Unaudited)

1. The Company, Business Activities and Basis of Presentation
The Company and Business Activities

The Company was founded in California in May 1997 and is a molecular oncology diagnostics company that develops and commercializes proprietary
circulating tumor cell, or CTC, and circulating tumor DNA, or ctDNA, assays utilizing a standard blood sample, or liquid biopsy. The Company’s current
and planned assays are intended to provide information to aid healthcare providers to identify specific oncogenic alterations that may qualify a subset of
cancer patients for targeted therapy at diagnosis, progression or for monitoring in order to identify specific resistance mechanisms. Sometimes traditional
procedures, such as surgical tissue biopsies, result in tumor tissue that is insufficient and/or unable to provide the molecular subtype information necessary
for clinical decisions. The Company’s assays, performed on blood, have the potential to provide more contemporaneous information on the characteristics
of a patient’s disease when compared with tissue biopsy and radiographic imaging. Additionally, commencing in October 2017, the Company’s pathology
partnership program, branded as Empower TC ™, provides the unique ability for pathologists to participate in the interpretation of liquid biopsy results and
is available to pathology practices and hospital systems throughout the United States. Further, sales to laboratory supply distributors of the Company’s
proprietary blood collection tubes commenced in June 2018, which allow for the intact transport of liquid biopsy samples for research use only, or RUO,
from regions around the world.

The Company operates a clinical laboratory that is CLIA-certified (under the Clinical Laboratory Improvement Amendment of 1988) and CAP-accredited
(by the College of American Pathologists), and manufactures cell enrichment and extraction microfluidic channels, related equipment and certain reagents
to perform the Company’s diagnostic assays in a facility located in San Diego, California. CLIA certification and accreditation are required before any
clinical laboratory may perform testing on human specimens for the purpose of obtaining information for the diagnosis, prevention, treatment of disease, or
assessment of health. The assays the Company offers are classified as laboratory developed tests under the CLIA regulations.

In July 2013, the Company effected a reincorporation to Delaware by merging itself with and into Biocept, Inc., a Delaware corporation, which had been
formed to be and was a wholly owned subsidiary of the Company since July 23, 2013.

The COVID-19 pandemic continues to evolve, and the extent to which COVID-19 may impact the Company’s business will depend on future
developments, which are highly uncertain and cannot be predicted with confidence, such as the ultimate geographic spread of the disease, the duration of
the pandemic, the emergence and impact of variants, vaccinations, travel restrictions and social distancing in the United States and other countries, business
closures or business disruptions, and the effectiveness of actions taken in the United States and other countries to contain and treat the disease. While the
Company experienced increased revenue levels in 2020 and the first three quarters of 2021 related to its COVID-19 testing business and attained net
income for the first time in its operating history in the fourth quarter in 2020, and again in the first and third quarters of 2021, these results are not expected
to be indicative of future results.

Basis of Presentation

The accompanying unaudited condensed financial statements and notes are prepared in accordance with accounting principles generally accepted in the
United States of America, or GAAP, and on the basis that the Company will continue as a going concern (see Note 2). The accompanying unaudited
condensed financial statements and notes do not include any adjustments to reflect the possible future effects on the recoverability and classification of
assets or the amounts and classification of liabilities that may result from the possible inability of the Company to continue as a going concern.

The unaudited condensed financial statements included in this Form 10-Q have been prepared in accordance with the U.S. Securities and Exchange
Commission, or SEC, instructions for Quarterly Reports on Form 10-Q. Accordingly, the condensed financial statements are unaudited and do not contain
all the information required by GAAP to be included in a full set of financial statements. The balance sheet at December 31, 2020 has been derived from
the audited financial statements at that date but does not include all of the information and footnotes required by GAAP for a complete set of financial
statements. The audited financial statements for the year ended December 31, 2020, filed with the U.S. Securities and Exchange Commission, or SEC, with
our Annual Report on Form 10-K on March 31, 2021 include a summary of our significant accounting policies and should be read in conjunction with this
Form 10-Q. In the opinion of management, all material adjustments necessary to present fairly the results of operations for such periods have been included
in this Form 10-Q. All such adjustments are of a normal recurring nature. The results of operations for interim periods are not necessarily indicative of the
results of operations for the entire year.
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On September 3, 2020, pursuant to the approval of the Company’s board of directors, the Company filed a Certificate of Amendment to its Amended and
Restated Certificate of Incorporation to effect a reverse stock split of the Company’s outstanding common stock using a ratio of one-for-ten. As such, all
references to share and per share amounts in these financial statements and accompanying notes have been retroactively restated to reflect the one-for-ten
reverse stock split, except for the authorized number of shares of the Company’s common stock of 150,000,000 shares, which was not affected by the one-
for-ten reverse stock split.

A novel strain of coronavirus, or COVID-19, continues to spread and severely impact the economy of the United States and other countries around the
world. Since March 2020, federal, state and local governmental policies and initiatives designed to reduce the transmission of COVID-19 have resulted in,
among other things, a significant reduction in physician office visits, the cancellation of elective medical procedures, customers closing or severely
curtailing their operations (voluntarily or in response to government orders), and the adoption of work-from-home policies, all of which have had, and the
Company believes will continue to have, an impact on the Company’s results of operations, financial position, and cash flows. Additionally, beginning
during the second quarter of 2020, the Company experienced growing demand for COVID-19 molecular and antibody testing services and has expanded its
capacity in order to satisfy such demand. As a result, operating results for the three and nine months ended September 30, 2021 may not be indicative of the
results that may be expected for the full year or in the future.

Significant Accounting Policies

During the three and nine months ended September 30, 2021, there were no changes to our significant accounting policies as described in our Annual
Report on Form 10-K for the fiscal year ended December 31, 2020.

Revenue Recognition and Accounts Receivable

The Company's commercial revenues are generated from diagnostic services provided to patient’s physicians and billed to third-party insurance payers such
as managed care organizations, Medicare and Medicaid and patients for any deductibles, coinsurance or copayments that may be due. The Company
recognizes revenue in accordance with ASC 606, Revenue from Contracts with Customers, which requires that an entity recognize revenue when it
transfers promised goods or services to customers in an amount that reflects the consideration to which the entity expects to be entitled to in exchange for
those goods or services.

Contracts

For its commercial revenues, while the Company markets directly to physicians and other healthcare providers, the Company provides services that benefit
the patient. Patients do not typically enter into direct agreements with the Company, however, a patient’s insurance coverage requirements would dictate
whether or not any portion of the cost of the tests would be patient responsibility. Accordingly, the Company establishes contracts with commercial insurers
in accordance with customary business practices, as follows:

. Approval of a contract is established via the order and accession, which are submitted by the patient’s physician.

. The Company is obligated to perform its diagnostic services upon receipt of a sample from a physician, and the patient and/or applicable
payer are obligated to reimburse the Company for services rendered based on the patient’s insurance benefits.

. Payment terms are a function of a patient’s existing insurance benefits, including the impact of coverage decisions with the Centers for
Medicare & Medicaid Services, or CMS, and applicable reimbursement contracts established between the Company and payers, unless the
patient is a self-pay patient, whereby the Company bills the patient directly after the services are provided.

. Once the Company delivers a patient’s assay result to the ordering physician, the contract with a patient has commercial substance, as the
Company is legally able to collect payment and bill an insurer and/or patient, regardless of payer contract status or patient insurance benefit
status.

. Consideration associated with commercial revenues is considered variable and constrained until fully adjudicated, with net revenues recorded

to the extent that it is probable that a significant reversal will not occur.
The Company’s development services revenues are supported by contractual agreements and generated from assay development services provided to
entities, such as pharma or biotech organizations, as well as certain other diagnostic services provided to physicians, and revenues are recognized upon
delivery of the performance obligations in the contract.
Performance Obligations
A performance obligation is a promise in a contract to transfer a distinct good or service, or a bundle of goods or services, to the customer. For its

commercial and development services revenues, the Company’s contracts have a single performance obligation, which
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is satisfied upon rendering of services, which culminates in the delivery of a patient’s assay result(s) to the ordering physician or entity. The duration of
time between accession receipt and delivery of a valid assay result to the ordering physician or entity is typically less than two weeks, and for our RT-PCR
COVID-19 testing, typically 48 hours or less. Accordingly, the Company elected the practical expedient and therefore, does not disclose the value of
unsatisfied performance obligations.

Transaction Price

The transaction price is the amount of consideration that the Company expects to collect in exchange for transferring promised goods or services to a
customer, excluding amounts collected on behalf of third parties, such as sales taxes. The consideration expected from a contract with a customer may
include fixed amounts, variable amounts, or both. The Company’s gross commercial revenues billed, and corresponding gross accounts receivable, are
subject to estimated deductions for such allowances and reserves to arrive at reported net revenues, which relate to differences between amounts billed and
corresponding amounts estimated to be subsequently collected, and is deemed to be variable although the variability is not explicitly stated in any contract.
Rather, the implied variability is due to several factors, such as the payment history or lack thereof for third-party payers, reimbursement rate changes for
contracted and non-contracted payers, any patient co-payments, deductibles or compliance incentives, the existence of secondary payers and claim
denials. The Company estimates the amount of variable consideration using the most likely amount approach to estimating variable consideration for third-
party payers, including direct patient bills, whereby the estimated reimbursement for services are established by payment histories on CPT codes for each
payer, or similar payer types. When no payment history is available, the value of the account is estimated at Medicare rates, with additional other payer-
specific reserves taken as appropriate. Collection periods for billings on commercial revenues range from less than 30 days to several months, depending on
the contracted or non-contracted nature of the payer, among other variables. The estimates of amounts that will ultimately be realized from commercial
diagnostic services for non-contracted payers require significant judgment by management.

The Company limits the amount of variable consideration included in the transaction price to the unconstrained portion of such consideration. Revenue is
recognized up to the amount of variable consideration that is not subject to a significant reversal until additional information is obtained or the uncertainty
associated with the additional payments or refunds is subsequently resolved. Differences between original estimates and subsequent revisions, including
final settlements, represent changes in the estimate of variable consideration and are included in the period in which such revisions are made. The Company
monitors its estimates of transaction price to depict conditions that exist at each reporting date. If the Company subsequently determines that it will collect
more consideration than it originally estimated for a contract with a customer, it will account for the change as an increase in the estimate of the transaction
price in the period identified as an increase to revenue. Similarly, if the Company subsequently determines that the amount it expects to collect from a
customer is less than it originally estimated, it will generally account for the change as a decrease in the estimate of the transaction price as a decrease to
revenue, provided that such downward adjustment does not result in a significant reversal of cumulative revenue recognized. Further, although the
Company believes that its estimate for contractual allowances and other reserves is appropriate, it is possible that the Company will experience an impact
on cash collections as a result of the impact of the COVID-19 pandemic.

Allocate Transaction Price

For the Company’s commercial revenues, the entire transaction price is allocated to the single performance obligation contained in a contract with a
customer. For the Company’s development services revenues, the contracted transaction price is allocated to each single performance obligation contained
in a contract with a customer as performed.

Point-in-time Recognition

The Company’s single performance obligation is satisfied at a point in time, and that point in time is defined as the date a patient’s successful assay result is
delivered to the patient’s ordering physician or entity. The Company considers this date to be the time at which the patient obtains control of the promised
diagnostic assay service.

Contract Balances

The timing of revenue recognition, billings and cash collections results in accounts receivable recorded in the Company’s condensed balance
sheets. Generally, billing occurs subsequent to delivery of a patient’s test result to the ordering physician or entity, resulting in an account receivable.

Practical Expedients
The Company does not adjust the transaction price for the effects of a significant financing component, as at contract inception, the Company expects the

collection cycle to be one year or less.
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The Company expenses sales commissions when incurred because the amortization period is one year or less, which are recorded within sales and
marketing expenses.

The Company incurs certain other costs that are incurred regardless of whether a contract is obtained. Such costs are primarily related to legal services and
patient communications. These costs are expensed as incurred and recorded within general and administrative expenses.

Disaggregation of Revenue and Concentration of Risk

The composition of the Company’s net revenues recognized during the three and nine months ended September 30, 2020 and 2021, disaggregated by
source and nature, are as follows:

For the three months ended September 30, For the nine months ended September 30,
2020 2021 2020 2021
Net revenues from contracted payers* $ 3,219,233 $ 11,280,152  $ 3,981,041 $ 24,514,351
Net revenues from non-contracted payers 3,166,101 6,084,183 4,562,909 22,484,286
Development services revenues 46,500 34,091 145,282 106,806
igz;;lstlood Collection Tubes (BCT) and other 154,310 71,076 260,928 167,416
Total net revenues $ 6,586,144 $ 17,469,502 $ 8,950,160 $ 47,272,859

*Includes Medicare, Medicare Advantage and CARES Act as reimbursement amounts are fixed.

Revenues for the three and nine months ended September 30, 2021 included $17.5 million and $47.2 million, respectively, in commercial test revenues,
including $16.5 million and $45.5 million of revenues attributable to RT-PCR COVID-19 testing. In addition, during the nine months ended September 30,
2021, the Company recorded approximately $1.1 million in additional reserves related to aged account receivable balances, which is reflected as a
reduction to net revenues.

For the three months ended September 30, For the nine months ended September 30,
2020 2021 2020 2021
Net commercial revenues recognized upon delivery $ 6,385,334 $ 17,364,335 $ 8,543,950 $ 46,998,637
Development services revenues recognized upon

. 46,500 34,091 145,282 106,806
delivery
Kits and Blood Collection Tubes (BCT) and other 154,310 71,076 260,928 167,416
revenues
Total net revenues $ 6,586,144 $ 17,469,502 $ 8,950,160 $ 47,272,859

At December 31, 2020 and September 30, 2021, unbilled account receivables total approximately $4.5 million and $4.6 million, respectively.

Concentrations of credit risk with respect to revenues are primarily limited to geographies to which the Company provides a significant volume of its
services, and to specific third-party payers of the Company’s services such as Medicare, insurance companies, and other third-party payers. The Company’s
client base consists of many geographically dispersed clients diversified across various customer types.

The Company's third-party payers that represent more than 10% of total net revenues in any period presented, as well as their related net revenue amount as
a percentage of total net revenues, during the three and nine months ended September 30, 2020 and 2021 were as follows:

For the three months ended September 30, For the nine months ended September 30,
2020 2021 2020 2021
IAA;dlcare and Medicare Advantage/CARES 32% 62% 329 51%
Blue Cross Blue Shield 42% 10% 38% 21%
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The Company's third-party payers that represent more than 10% of total net accounts receivable, and their related net accounts receivable balance as a
percentage of total net accounts receivable, at December 31, 2020 and September 30, 2021 were as follows:

December 31, 2020 September 30, 2021
Medicare and Medicare Advantage/CARES Act 35% 28%
Blue Cross Blue Shield 24% 20%

Recent Accounting Pronouncements

In June 2016, the FASB issued ASU 2016-13, “Credit Losses (Topic 326).” ASU 2016-13 requires that financial assets measured at amortized cost, such as
trade receivables and investments, be represented net of expected credit losses, which may be estimated based on relevant information such as historical
experience, current conditions, and future expectation for each pool of similar financial asset. The new guidance requires enhanced disclosures related to
trade receivables and associated credit losses. In May 2019, the FASB issued ASU No. 2019-05, “Financial Instruments—Credit Losses (Topic 326)
Targeted Transition Relief,” which allows for a transition election on certain instruments. The guidance is effective for Small Reporting Companies for
fiscal years beginning after December 15, 2022 and interim periods in those fiscal years. In November 2019, the FASB issued ASU No. 2019-11 which
amends certain aspects of ASU No. 2016-13, including transition relief for trouble debt restructuring, among other topics. The Company is currently
evaluating the impact of this pronouncement on its financial statements.

2. Liquidity

As of September 30, 2021, cash totaled $27.7 million and the Company had an accumulated deficit of $263.4 million. For the year ended December 31,
2020 and the nine months ended September 30, 2021, the Company incurred a net loss and net income of $17.8 million and $0.1 million, respectively, and
had negative cash flows and cash generated from operations of $19.8 million and $2.1 million, respectively. At September 30, 2021, the Company had
aggregate net interest-bearing indebtedness of $3.0 million, of which $1.3 million was due within one year, in addition to $2.6 million of other non-interest-
bearing current liabilities. The Company has historically funded its operations through sales of its equity securities.

The COVID-19 testing revenue during 2020 and through the third quarter of 2021, has provided the Company with increased levels of cash inflows from
operations, and it is expected to continue, albeit at lower and declining levels, throughout at least the next twelve months. As a result, the Company
believes that based on its current and planned cash usage, along with current COVID-19 testing revenues, its cash balances will support operations through
the fourth quarter of 2022. As such, the Company determined that it is not probable based on projected cash flows that substantial doubt about the
Company’s ability to continue as a going concern exists for the one-year period following the date that the financial statements for the three and nine
months ended September 30, 2021 were issued. The Company’s determination was based on estimates regarding expected COVID-19 testing volumes,
which are uncertain and subject to change as more individuals are expected to be vaccinated and as the pandemic subsides. The Company used all
information currently available to make this determination.

Historically, the Company’s principal sources of cash have included proceeds from the issuance of common and preferred stock, proceeds from the exercise
of warrants to purchase common stock, proceeds from the issuance of debt, and revenues from laboratory services. The Company’s principal uses of cash
have included cash used in operations, payments relating to purchases of property and equipment and repayments of borrowings. The Company expects
that the principal uses of cash in the future will be for continuing operations, hiring of sales and marketing personnel and increased sales and marketing
activities, funding of research and development, capital expenditures, and general working capital requirements. The Company expects that, as revenues
grow, sales and marketing and research and development expenses will continue to grow, albeit at a slower rate and, as a result, the Company will need to
generate significant growth in net revenues to achieve and sustain income from operations.

In order to meet its long-term operating requirements beyond the next twelve months, the Company will need, among other things, additional capital
resources. Until the Company can generate significant cash from operations, including assay revenues, management’s plans to obtain such resources for the
Company include proceeds from offerings of the Company’s equity securities or debt, cash received from the exercise of outstanding common stock
warrants, or transactions involving product development, technology licensing or collaboration. The Company cannot provide any assurances that such
additional funds will be available on reasonable terms, or at all.

During the nine months ended September 30, 2021, the Company received net cash proceeds of approximately $13.5 million from the sales of 3,266,032
shares of common stock at a weighted average sale price of $4.32 per share, using the Company’s at-the-market equity facility initiated in May 2021.
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3. Sales of Equity Securities

In January 2020, the Company issued an aggregate of 692,725 shares of its common stock pursuant to the exercise of certain warrants issued by the
Company in February 2019 and March 2019, as part of a warrant repricing and exchange transaction. As part of the warrant repricing and exchange
transaction, the Company issued an aggregate of 692,725 new warrants in exchange for the exercise of the February 2019 and March 2019 warrants and
received net proceeds of approximately $2.3 million. As a result of the warrant repricing, the exercise price of warrants to purchase an aggregate of 89,657
shares of common stock issued by the Company in January 2018 was adjusted from $4.05 to $3.495 per share. In January 2020, the Company issued
192,750 shares of common stock pursuant to the partial exercise of the underwriters’ overallotment option from the Company’s December 2019 public
offering. The net proceeds to the Company from the overallotment closing, was approximately $700,000. The warrants issued in connection with the
warrant repricing and exchange transaction were considered inducement warrants and are classified in equity. In addition, the modification expense
associated with the change in fair value due to the repricing of February and March 2019 warrants is recorded as inducement expense, which was
approximately $191,000. The fair value of the warrants issued was approximately $1.9 million. The fair value of the inducement warrants and warrant
modification of $2.1 million was expensed as warrant inducement expense in the accompanying condensed statements of operations for the nine months
ended September 30, 2020.

On March 2, 2020, the Company sold and issued 2,300,000 shares of its common stock at a negotiated purchase price of $4.00 per share in a registered
direct offering and received net cash proceeds of approximately $8.6 million after deducting placement agent fees and other expenses.

On March 4, 2020, the Company sold and issued 1,600,000 shares of its common stock at a negotiated purchase price of $4.10 per share in a registered
direct offering and received net cash proceeds of approximately $6.1 million after deducting placement agent fees and other expenses.

On April 16, 2020, the Company sold and issued 2,230,000 shares of its common stock at a negotiated purchase price of $4.60 per share in a registered
direct offering and received net cash proceeds of approximately $9.6 million after deducting placement agent fees and other expenses.

On May 12, 2021, the Company entered into a Controlled Equity OfferingSM Sales Agreement (the “Sales Agreement”) with Cantor Fitzgerald & Co. (the
“Sales Agent”), under which the Company may issue and sell from time to time up to $25,000,000 of its common stock through or to the Sales Agent, as
sales agent or principal. The issuance and sale of these shares under the Sales Agreement, if any, is subject to the continued effectiveness of the Company’s
shelf registration statement on Form S-3, filed with the Securities and Exchange Commission on April 24, 2020. Sales of the Company’s common stock,
under the Sales Agreement are made at market prices by any method that is deemed to be an “at the market offering” as defined in Rule 415(a)(4) under the
Securities Act of 1933, as amended. Each time the Company wishes to issue and sell common stock under the Sales Agreement, it notifies the Sales Agent
of the number of shares to be issued, the dates on which such sales are anticipated to be made and any minimum price below which sales may not be made.
Once the Company has so instructed the Sales Agent, unless the Sales Agent declines to accept the terms of the notice, the Sales Agent has agreed to use its
commercially reasonable efforts consistent with its normal trading and sales practices to sell such shares up to the amount specified on such terms. The
obligations of the Sales Agent under the Sales Agreement to sell the Company’s common stock are subject to a number of conditions that the Company
must meet. The offering of common stock pursuant to the Sales Agreement will terminate upon the earlier of (1) the sale of all common stock subject to
the Sales Agreement and (2) termination of the Sales Agreement as permitted therein. The Sales Agreement may be terminated by the Company at any time
upon ten days’ notice. The Sales Agent may terminate the Sales Agreement at any time upon ten days’ prior notice. The Sales Agent is entitled to
compensation from the Company at a fixed commission rate equal to 3.0% of the gross sales price per share of any common stock sold under the Sales
Agreement. During the nine months ended September 30, 2021, the Company sold and issued 3,266,032 shares of its common stock at a weighted average
purchase price of $4.32 under the Sales Agreement and received net cash proceeds of approximately $13.5 million after deducting sales agent commissions
and other offering costs.

4. Fair Value Measurement

The estimated nonrecurring fair value measurements associated with fixed asset purchases recorded as right-of-use asset finance lease obligations totaling
approximately $1,237,000 during the nine months ended September 30, 2021 were calculated as the present value of the lease payments based on
contractual payment amounts and estimated market rates. Upon adoption of guidance in ASC Topic 842 Leases, the estimated fair value of the right-of-use
operating lease asset was recorded based on the present value of future lease payments based on contractual payment amounts and estimated market rates in
effect.
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Other Fair Value Measurements

As of the closing of the Company’s January 2020 warrant repricing and exchange transaction, the estimated grant date fair value of approximately $2.80
per share associated with the warrants to purchase up to 692,725 shares of common stock issued in the transaction, or a total of approximately $1.9 million,
was recorded as a warrant inducement expense with an offset to additional paid-in capital. All warrants issued in this warrant inducement transaction have

an exercise price of $3.495 per share, became exercisable beginning 6 months from issuance and expire 5.5 years from the date of issuance. The fair value

of the warrants was estimated using a Black-Scholes model with the following assumptions:

Beginning stock price

Exercise price

Expected dividend yield

Discount rate-bond equivalent yield
Expected life (in years)

Expected volatility

3.00

3.495
0.00%
1.66%

5.50
150.33%

In addition to the inducement warrants issued in the Company’s January 2020 warrant repricing and exchange transaction, the Company adjusted the
exercise prices of the February 2019 and March 2019 warrants from $12.00 and $12.50, respectively, to $3.495 to induce exercise of these warrants. This
price modification triggered the requirement for modification accounting of these warrants. Based on the applicable guidance, the modification required the
Company to value the modified February 2019 and March 2019 warrants immediately prior to the modification of the exercise price and immediately
following the modification and record the difference between the resulting two values as warrant inducement expense.

The estimated fair value prior to modification of the February 2019 and March 2019 warrants was approximately $2.70 per share, whereas the estimated
fair value of the February 2019 warrants increased to $2.90 due to the adjustment of the exercise price, and the estimated fair value of the March 2019
warrants increased to $3.00 per share. There were 216,725 February 2019 warrants and 476,000 March 2019 warrants eligible for this price modification
and the resulting modification expense recorded as warrant inducement expenses were $60,000 and $130,000, respectively.

5. Balance Sheet Details

The following provides certain balance sheet details:

September 30,
2021

2,102,132
769,302
26,891

2,898,325

3,051,018
160,542
2,806,961
543,987
38,229

6,600,737
(4,448,931)

2,151,806

267,610
972,817
900,902
170,000
272,686

December 31,
2020
Inventories
Raw materials 1,235,620
Subassemblies 691,126
Finished goods 2,878
$ 1,929,624
Fixed Assets
Machinery and equipment $ 2,974,320
Furniture and office equipment 156,987
Computer equipment and software 2,428,211
Leasehold improvements 570,173
Construction in process 761,221
Total fixed assets, gross 6,890,912
Less a.ccu.rnulated depreciation and (4,573,296)
amortization
Total fixed assets, net $ 2,317,616
Accrued Liabilities
Accrued payroll 452,118
Accrued vacation 868,557
Accrued bonuses 1,022,421
Accrued sales commissions 456,526
Accrued other 366,047
Total accrued liabilities $ 3,165,669

2,584,015
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6. Leases

Effective January 1, 2019, the Company adopted US GAAP accounting rules in ASC Topic 842, Leases (ASC 842), using the modified retrospective
method. The Company elected to follow the package of practical expedients provided under the transition guidance within ASC 842, and accordingly, did
not reassess whether any expired or existing contracts are or contain leases, did not reassess expired or existing leases, and did not reassess initial direct
costs for any existing leases. Upon adoption, the Company recorded an operating lease right-of-use asset and an operating lease liability on the balance
sheet. In addition, assets under equipment leases previously classified as capital leases within Fixed Assets on the Company’s balance sheet were
reclassified to finance lease right-of-use assets upon adoption of the guidance. Right-of-use assets and obligations were recognized based on the present
value of remaining lease payments over the lease term. As the Company’s operating lease does not provide an implicit rate, an estimated incremental
borrowing rate was used based on the information available at the adoption date in determining the present value of lease payments. Operating lease
expense is recognized on a straight-line basis over the lease term. Variable lease costs such as common area costs and other operating costs are expensed as
incurred. Leases with an initial term of 12 months or less are not recorded on the balance sheet.

Finance Leases

The Company leases certain laboratory equipment under arrangements previously accounted for as capital leases, classified on the Company’s balance
sheet as fixed assets and related lease liabilities and depreciated on a straight-line basis over the lease term. Upon adoption of ASC 842, leased equipment
previously classified as fixed assets totaling $1.4 million in net book value were reclassified to lease right-of-use assets in accordance with the guidance.
The equipment under finance leases is depreciated on a straight-line basis over periods ranging from approximately 3 to 7 years. The total gross value of
equipment capitalized under such lease arrangements was approximately $4,639,000 and $5,876,000 at December 31, 2020 and September 30, 2021,
respectively. Total accumulated depreciation related to equipment under finance leases was approximately $2,302,000 and $2,927,000 at December 31,
2020 and September 30, 2021, respectively. Total depreciation expense related to equipment under finance leases during the three months ended September
30, 2020 and 2021 was approximately $267,000 and $243,000, respectively, and during the nine months ended September 30, 2020 and 2021 was
approximately $541,000 and $625,000, respectively.

During the nine months ended September 30, 2020, the Company entered into finance leases for a total capitalized amount of $1,072,000 for laboratory
equipment and software. Under the terms of the financing agreements, which were accounted for as finance lease transactions, the principal balance plus
interest for the equipment are to be paid in installments ranging from 12 to 60 monthly installments of approximately $36,322 totaling approximately
$1,360,000 through July 2025.

During the nine months ended September 30, 2021, the Company entered into finance leases for a total capitalized amount of $1,237,000 for seven pieces
of equipment. Under the terms of the financing agreements, which were accounted for as finance lease transactions, the principal balance plus interest for
the equipment are to be paid in installments ranging from 36 to 60 monthly installments of $31,544 totaling approximately $1,453,000 through March
2026.

Operating Lease

The Company leases its primary laboratory and office facilities in San Diego, California. In accordance with the ASC 842 guidance, the facility lease is
classified as an operating lease. From its inception until December 2020, the Company’s primary facilities were located at 5810 Nancy Ridge Road in San
Diego, California (Nancy Ridge Facility) and subject to a lease agreement dated March 31, 2004. The average monthly cash payment for the operating
lease was approximately $120,000 per month, and the lease term expired on July 31, 2020, but was extended as stated below. The Company recorded a
lease right-of-use asset and lease liability of $1,930,000 and $2,201,000, respectively, as of January 1, 2019, based on present value of payments and an
incremental borrowing rate of 4.5%.

On June 5, 2020, the Company entered into a fifth amendment (the “Amendment”) to its lease agreement relating to the Nancy Ridge Facility. Pursuant to
the Amendment, the expiration date of the lease was extended from July 31, 2020 to November 30, 2020. The monthly base rent during the extended term
was the then-current monthly rate paid by the Company. The Company agreed to pay additional rent and all other charges as set forth in the lease through
the expiration date. Pursuant to the extension of the expiration date of the lease, the Company recorded an additional lease right-of-use asset and lease
liability of $482,000. In order to allow the Company adequate time to move its operations to its new facility, the Company entered into an additional
extension related to the facility extending the lease until December 11, 2020 at the prorated amount of the then-current rent.

On June 1, 2020, the Company entered into a lease for a 39,000 square foot headquarters, manufacturing and laboratory facility at 9955 Mesa Rim Road in
San Diego, California. The lease commenced on December 1, 2020 and is for a term of 127 months from the commencement date. The lease includes a
rent abatement period of seven months, from January 2021 through July of 2021, during which period the Company is exempted from paying the amount
of base rent of $111,000. In addition, the lease stipulates an additional two
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months of lease abatement period in the event that the property is sold within the first six months of the initial lease period. In March 2021, the Company
was notified that the original landlord has sold the building, hence the Company is eligible for an additional two months of rent abatement period. In
addition, the landlord agreed to pay for certain preapproved leasehold improvement costs through a one-time leasehold improvement allowance of
approximately $1,586,000, and an additional leasehold improvement allowance of approximately $1,586,000. The amount of additional leasehold
improvement allowance of approximately $1,586,000 is to be paid back to the landlord during the term of the lease by the Company, amortized at an agreed
upon annual rate of 7% as an additional rent payment of approximately $18,000 per month. The average monthly cash payment including payment for the
additional leasehold improvement allowance for the lease is approximately $140,000 per month with initial monthly lease payments of $128,000 per
month. The Company recorded a lease right-of-use asset and lease liability of $9,776,000 and $9,805,000, respectively, as of December 31, 2020, based on
the present value of payments and an incremental borrowing rate of 12%. As the Company’s lease did not provide an implicit rate, the Company estimated
the incremental borrowing rate based on the credit quality of the Company and by comparing interest rates available in the market for similar
borrowings. The Company recorded $1,631,000 in other current assets related to reimbursable leasehold improvement costs incurred as of December 31,
2020. All reimbursable leasehold improvement costs were reimbursed by the landlord as of September 30, 2021.

In addition, the Company reviews agreements at inception to determine if they include a lease, and when they do, uses its incremental borrowing rate or
implicit interest rate to determine the present value of the future lease payments.

The following schedule sets forth the components of right-of-use lease assets as of December 31, 2020 and September 30, 2021 as follows:

December 31, September 30,
2020 2021
Lease right-of-use assets:
Operating $ 9,776,349 $ 9,150,254
Finance 2,337,709 2,949,959
Total $ 12,114,058 $ 12,100,213

The following schedule sets forth the current portion of operating and finance lease liabilities as of December 31, 2020 and September 30, 2021:

December 31, September 30,
2020 2021
Current portion of lease liability:
Operating $ — 404,466
Finance 963,726 1,119,178
Total $ 963,726 $ 1,523,644

The following schedule sets forth the long-term portion of operating and finance lease liabilities as of December 31, 2020 and September 30, 2021:

December 31, September 30,
2020 2021
Long-term portion of lease liability:
Operating $ 9,805,361 $ 9,856,655
Finance 1,459,550 1,629,793
Total $ 11,264,911 $ 11,486,448
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The following schedule represents the components of lease expense for the three and nine months ended September 30, 2020 and 2021:

For the three months ended September 30, For the nine months ended September 30,
2020 2021 2020 2021
Lease cost
Finance lease cost
Amortization of right-of-use assets $ 266,747 $ 243,176  $ 540,853 $ 624,682
Interest on lease liabilities 56,372 71,397 164,044 211,389
Operating lease cost 357,914 414,384 993,924 1,243,570
Total $ 681,033 $ 728,957 $ 1,698,821 $ 2,079,641

The following schedule sets forth the remaining future minimum lease payments outstanding under finance and operating leases, as well as corresponding
remaining sales tax and maintenance obligation payments that are expensed as incurred and due within each respective year ending December 31, as well
as the present value of the total amount of the remaining minimum lease payments, as of September 30, 2021:

Finance Operating
Minimum Maintenance and Minimum
Lease Sales Tax Obligation Lease
Payments Payments Payments
2021 (remaining) $ 307,921 29,477 389,317
2022 1,143,530 111,077 1,586,210
2023 996,396 94,926 1,629,025
2024 538,635 61,564 1,671,841
Thereafter 209,368 16,184 11,995,434
Total payments 3,195,850 313,228 17,271,827
Less amount representing interest (446,879) — (7,010,706)
Present value of payments $ 2,748971  $ 313,228  $ 10,261,121

The following schedule sets forth supplemental cash flow information related to operating and finance leases as of September 30, 2021:

For the nine months ended September 30,

2020 2021
Other information
Operating cash flows from financing leases $ 164,044 $ 211,389
Operating cash flows from operating leases $ 1,099,460 $ 159,409
Financing cash flows from finance leases $ 518,190 $ 911,237

The aggregate weighted average remaining lease term was 2.91 years on finance leases and 9.67 years on operating leases as of September 30, 2021. The
aggregate weighted average discount rate was 18.21% on finance leases and 12.0% on operating leases as of September 30, 2021. During the nine months
ended September 30, 2021, the Company added $1,237,000 of right of use assets in exchange for finance lease liabilities.

7. Stock-Based Compensation
Equity Incentive Plans

The Company maintains the Biocept, Inc. Amended and Restated 2013 Equity Incentive Plan, which is a successor to the 2007 Equity Incentive Plan, or
the 2007 Plan.

At the Company’s annual meeting of stockholders held on July 16, 2021, the Company’s stockholders approved amendments to the 2013 Plan, which
included an increase in the number of non-inducement shares of common stock authorized for issuance under the 2013 Plan by 1,300,000 shares. As of
September 30, 2021, 762,421 shares of the Company’s common stock were authorized exclusively for the issuance of stock awards to employees who have
not previously been an employee or director of the Company, except following a bona fide period of non-employment, as an inducement material to the
individual’s entering into employment with the Company, as defined under applicable Nasdaq Listing Rules.
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As of September 30, 2021, under all plans, a total of 2,336,409 non-inducement shares were authorized for issuance, 1,903,706 shares had been issued with
1,935,820 non-inducement stock options and restricted stock units, or RSUs, underlying outstanding awards, and 354,090 non-inducement shares were
available for grant. As of September 30, 2021, 761,836 inducement shares were authorized for issuance, 634,262 inducement shares had been issued under
the 2013 Plan, with 597,342 inducement stock options and RSUs underlying outstanding awards and 164,410 inducement shares available for grant under
the 2013 Plan.

Stock Options

A summary of stock option activity for the nine months ended September 30, 2021 is as follows:

Weighted
Average
Weighted Remaining
Number of Average Exercise Contractual
Shares Price Per Share Term in Years
Outstanding at December 31, 2020 1,078,704  $ 11.64 9.36
Granted 1,558,510 $ 3.96
Exercised (537) $ 3.14
Cancelled/forfeited/expired (103,515) $ 12.46
Outstanding at September 30, 2021 2,533,162 $ 6.90 9.39
Vested and unvested expected to vest at September 30, 2021 2,466,880 $ 6.98 9.39

The intrinsic values of options outstanding, options exercisable, and options vested and unvested expected to vest at December 31, 2020 and September 30,
2021 were each $4,714 and $11,074, respectively.

The assumptions used in the Black-Scholes pricing model for stock options granted during the nine months ended September 30, 2021 were as follows:

Stock and exercise prices $3.62 - $6.03
Expected dividend yield 0.00%
Discount rate-bond equivalent yield 0.52% — 1.15%
Expected life (in years) 5.00 - 5.98
Expected volatility 163.1% - 173.9%

Restricted Stock

A summary of RSU activity for the nine months ended September 30, 2021 is as follows:

Weighted

Number of Average Grant

Shares Date Fair Value
Outstanding at December 31, 2020 36 $ 4,158
Granted — —
Vested and issued — —
Forfeited — —
Outstanding at September 30, 2021 36 $ 4,158
Vested and unvested expected to vest at September 30, 2021 36 $ 4,158

At September 30, 2021, the intrinsic values of RSUs outstanding and RSUs unvested and expected to vest were each approximately $144. Of the 36 RSUs
outstanding at September 30, 2021, all were fully vested.
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Stock-based Compensation Expense

The following table presents the effects of stock-based compensation related to equity awards to employees and nonemployees on the unaudited condensed
statements of operations and comprehensive loss during the periods presented:

For the three months ended For the nine months ended
September 30, September 30,

2020 2021 2020 2021
Stock Options
Cost of revenues $ 25,352 $ 184,469 $ 78,917 $ 391,324
Research and development expenses 25,397 67,539 78,914 161,626
General and administrative expenses 92,472 343,940 290,231 865,753
Sales and marketing expenses 23,509 104,564 55,868 236,340
Total expenses related to stock options $ 166,730 $ 700,512 $ 503,930 $ 1,655,043

As of September 30, 2021, total unrecognized share-based compensation expense related to unvested stock options and RSUs, adjusted for estimated
forfeitures, was $8,368,879 and is expected to be recognized over a weighted-average period of approximately 2.71 years.

8. Common Stock Warrants Outstanding

A summary of equity-classified common stock warrant activity for the nine months ended September 30, 2021 is as follows:

Average
Weighted Remaining
Number of Average Exercise Contractual
Shares Price Per Share Term in Years
Outstanding at December 31, 2020 997,167  $ 35.48 3.3
Issued — —
Exercised (5,304) 3.50
Expired (3,877) 1,170.00
Outstanding at September 30, 2021 987,986 $ 31.20 2.6

All warrants outstanding at December 31, 2020 and September 30, 2021 are exercisable.

Warrants issued in the February 2019 financing transaction have an expiration date of February 12, 2024, warrants issued in the March 2019 transaction
have an expiration date of September 19, 2024, warrants issued in the May 2019 inducement offering have an expiration date of December 2, 2024,
warrants issued in December 2019 have an expiration date of December 11, 2024, and warrants issued in the January 2020 inducement offering have an
expiration date of July 10, 2025.

During the nine months ended September 30, 2020, holders exercised their warrants in cashless exercise transactions for 876,772 shares of the Company’s
common stock. The intrinsic value of equity-classified common stock warrants outstanding at December 31, 2020 and September 30, 2021 was $243,000
and $128,000, respectively.

9. Net Income (Loss) per Common Share

Basic and diluted net income (loss) per common share is determined by dividing net loss applicable to common shareholders by the weighted-average
common shares outstanding during the period. Because there is a net loss attributable to common shareholders for the three and nine months ended
September 30, 2020 and the three months ended September 30, 2021, the outstanding RSUs, warrants, and common stock options have been excluded from
the calculation of diluted loss per common share because their effect would be anti-dilutive. For the nine months ended September 30, 2021, there is net
income attributable to common shareholders and, as a result, 247,761 warrants and 27,762 options in the money were included in the calculation of dilutive
weighted average shares. As these shares were in the money at September 30, 2021, an additional 240,940 shares were included in the calculation of
diluted net income per share for the nine months ended September 30, 2021.
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The following potentially dilutive securities have been excluded from the computations of diluted weighted-average shares outstanding for the periods
presented, as they would be anti-dilutive:

For the three months ended For the nine months ended
September 30, September 30,
2020 2021 2020 2021

Common warrants outstanding 997,171 987,986 997,171 772,046
RSUs outstanding 36 36 36 36
Convertible preferred stock outstanding (number of
common

stock equivalents) 47,139 46,651 47,139 46,651
Common options outstanding 254,356 2,533,162 254,356 2,508,162
Total anti-dilutive common share equivalents 1,298,702 3,567,835 1,298,702 3,326,895

10. Commitments and Contingencies

In the normal course of business, the Company may be involved in legal proceedings or threatened legal proceedings. The Company is not party to any
legal proceedings or aware of any threatened legal proceedings that are expected to have a material adverse effect on its financial condition, results of
operations or liquidity.

We are currently in discussions with a former employee and certain current employees regarding disputed claims for certain sales commissions. We are not
in agreement with their interpretations or claims and are unable to predict the outcome of this matter. In addition, at this time we cannot reasonably estimate
any amount or range of potential expense associated with this matter.

During the three months ended September 30, 2020 and 2021, total expense recorded in the Company’s unaudited condensed statements of operations and
comprehensive income/loss for sales tax and maintenance obligations associated with equipment financing arrangements was approximately $29,000 and
$41,000, respectively, with approximately $111,000 and $127,000 recorded during the nine months ended September 30, 2020 and 2021, respectively. At
December 31, 2020 and September 30, 2021, approximately $75,000 and $80,000, respectively, of such sales tax and maintenance obligations incurred but
not paid were recorded in accrued other liabilities in the Company’s balance sheet (see Note 5). Future amounts totaling $313,228 for sales tax and
maintenance obligations associated with financed equipment were due under equipment financing arrangements at September 30, 2021, which will be
expensed as incurred (see Note 6).

11. Related Party Transactions

A member of the Company’s management is the controlling person of Aegea Biotechnologies, Inc., or Aegea. On September 2, 2012, the Company entered
into an Assignment and Exclusive Cross-License Agreement, or the Cross-License Agreement, with Aegea. The Company received payments totaling
approximately $26,000 and $36,000 during the years ended December 31, 2019 and 2020, respectively, from Aegea as reimbursements for shared patent
costs under the Cross-License Agreement. On December 11, 2019, the Company entered into a First Amendment to Assignment and Exclusive Cross-
License Agreement with Aegea pursuant to which the Company obtained a royalty bearing license for a certain patent. The Company agreed to pay Aegea,
effective January 1, 2019, a royalty of 10% on the Company’s sale of research use only, or RUO, and import research use only reagents and kits in the field
of oncology, where the sample types are tissue, whole blood, bone marrow, cerebrospinal fluid or derivatives of any of the foregoing. As of December 31,
2020 and September 30, 2021, the Company has accrued approximately $2,900 and $2,900 for royalty expenses, respectively, related to this arrangement.
On June 3, 2020, the Company entered into a development agreement with Aegea focused on the co-development by Biocept and Aegea of a highly
sensitive PCR-based assay designed by Aegea for detecting the COVID-19 virus. Pursuant to the agreement, the Company will receive compensation for
development services performed based on time and materials expended. During the three and nine months ended September 30, 2021, the Company
recorded development service revenues of approximately $7,500 and $67,000, respectively, and had approximately $7,500 accounts receivable due from
Aegea as of September 30, 2021, related to this agreement. In February 2021, the Company entered into a supply agreement with Aegea for a new PCR-
based COVID-19 assay kit designed by Aegea and co-developed by Aegea and the Company. Under the agreement, Aegea will supply the COVID-19
assay kit to the Company for validation in its CLIA-certified, CAP-accredited high-complexity molecular lab and subsequent commercialization of a
laboratory developed test (LDT). In August 2021, the Company entered into a manufacturing agreement with Aegea. Under the agreement, the Company
will manufacture PCR-based molecular assay reagent kits designed by Aegea for detecting the COVID-19 virus. In the three and nine months ended

September 30, 2021, there has been no amounts exchanged under either the supply or manufacturing agreements.
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12. Subsequent Events

From September 30, 2021 through the issuance of the financial statements, the Company sold 162,648 shares of its common stock at a weighted average
purchase price of $4.09 under the Sales Agreement and received net cash proceeds of approximately $646,000 after deducting sales agent

commissions.

13. Restatement

The Company filed the Original Form 10-Q on November 15, 2021. Subsequent to the filing of the Original Form 10-Q, the financial statements are being
restated to accrue for certain expenses incurred during the third quarter in the amount of approximately $1.1 million. These additional expenses are
primarily contract labor charges related to the Company’s Community College COVID-19 testing business, and to a lesser extent, Board of Director fees.

The table below presents the impact of the Restatement within certain liability and equity accounts as of September 30, 2021. The values as previously

reported were derived from the Original Form 10-Q.

Balance sheet accounts
Accounts Payable

Total liabilities

Shareholders’ equity accounts
Accumulated deficit

Total shareholders’ equity

September 30, 2021

As Previously Restatement
Reported Impacts As Restated
$ 6,087,085 $ 1,051,750 $ 7,138,835
$ 21,890,356  $ 1,051,750 $ 22,942,106
$  (262,328,007) $ (1,051,750) $  (263,379,757)
$ 40,055,684 $ (1,051,750) $ 39,003,934

The following table presents the impact of the Restatement on certain of the Company's previously reported Condensed Results of Operations and
Condensed Comprehensive (Loss)/Income accounts as applicable, for the quarter-to-date and year-to-date periods ended September 30, 2021.

Cost of revenues
General and administrative expenses
Net income (loss) from operations

Net income (loss) attributable to common shareholders

Net income (loss) per common share:
Basic

Diluted

Weighted-average shares outstanding:
Basic

Diluted

Quarter-To-Date September 30, 2021

Year-To-Date September 30, 2021

As As

Previously Restatement As Previously Restatement As
Reported Impacts Restated Reported Impacts Restated
$10,292,299 $ 972,661 $11,264,960 $26,759,975 $ 972,661 $27,732,636
$ 3,434,349 $ 79,089 $ 3,513,438 $ 9,805,012 $ 79,089 $ 9,884,101
$ 501,546 $(1,051,750) $ (550,204) $ 1418292 $(1,051,750) $ 366,542
$ 427,047 $(1,051,750) $ (624,703) $ 1,198,860 $(1,051,750) $ 147,110
$ 003 $ (0.07) $ 0.04) $ 009 $ (0.07) $ 0.01
$ 003 $ (0.07) $ (0.04) $ 0.08 $ (0.07) $ 0.01
15,384,469 — 15,384,469 14,089,537 — 14,089,537
15,625,409 (240,940) 15,384,469 14,330,477 — 14,330,477
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in conjunction with our unaudited condensed
financial statements and related notes included in this Amendment No. 1 and the audited financial statements and notes thereto as of and for the year ended
December 31, 2020 and the related Management’s Discussion and Analysis of Financial Condition and Results of Operations, both of which are contained
in our Annual Report on Form 10-K for the year ended December 31, 2020, filed with the SEC on March 31, 2021. Past operating results are not
necessarily indicative of results that may occur in future periods.

Restatement

As discussed in the Explanatory Note to this Amendment No. 1 and Note 13-Restatement, included in the interim financial statements, the Company has
restated certain information contained in its previously issued unaudited interim condensed financial statements for the three and nine month periods ended
September 30, 2021, related to the failure to accrue for certain expenses incurred during the third quarter of 2021 which increased accounts payable in the
amount of approximately $1.1 million. These additional expenses are primarily contract labor charges related to the Company’s Community College
COVID-19 testing business and, to a lesser extent, Board of Director fees. In this Amendment No. 1, the Company has restated its accounts payable, total
liabilities, shareholders’ equity, basic and diluted earnings per share, cost of revenues, general and administrative expenses, and net income (loss) per share
as of and for the three and nine months ended September 30, 2021, as applicable. The corrections have no impact on the Company’s total assets or net cash
flows from operations. Refer to Note 13 - Restatement, for further discussion regarding the Restatement impacts. In addition, for further information
regarding the matters leading to the Restatement and related findings with respect to the Company’s disclosure controls and procedures and internal control
over financial reporting, refer to Item 4. Controls and Procedures in Part I of this Amendment No. 1.

Company Overview

We are a molecular oncology diagnostics company that develops and commercializes proprietary clinical diagnostic laboratory assays designed to identify
rare tumor cells and cell-free tumor DNA from either blood or cerebrospinal fluid (CSF). The identification of circulating tumor cells, or CTCs, and
circulating tumor nucleic acid including circulating tumor DNA, or ctDNA, and circulating tumor RNA, or ctRNA, deriving from solid tumors such as
breast cancer or lung cancer using a standard blood sample has been described as a “liquid biopsy.”

Effective January 2020, we also adapted and validated this technology for commercial use in cerebrospinal fluid, or CSF, to identify tumor cells that have
metastasized to the central nervous system, or CNS, in patients with advanced lung cancer or breast cancer. In April 2021, we rebranded our CSF version of
the cell-based Target SelectorT™™ assay as CNSide™. As the blood and CSF compartments are distinct and separate, to distinguish tumor cells derived from
these sample types we often refer to tumor cells in CSF as CSF-TCs rather than CTCs.

In June 2020, to respond to a national public health emergency precipitated by the COVID-19 pandemic, we introduced molecular testing for SARS-CoV2,
the virus responsible for COVID-19, using a United States Food and Drug Administration, or FDA, Emergency Use Authorization, or EUA, based “RT-
PCR” method developed by Thermo-Fisher.

In June 2020, we entered into a development agreement with Aegea Biotechnologies, Inc., or Aegea, focused on the co-development by us and Aegea of a
highly sensitive PCR-based assay designed by Aegea for detecting the COVID-19 virus. Pursuant to the development agreement, we receive compensation
for development services performed based on time and materials expended. In February 2021, we entered into a supply agreement with Aegea for the PCR-
based COVID-19 assay kit. Under the supply agreement, Aegea will supply the COVID-19 assay kit to us for validation in our high-complexity molecular
clinical laboratory that is certified under the Clinical Laboratory Improvement Amendments of 1988, or CLIA, and licensed by the California Department
of Public Health, and accredited by the College of American Pathologists, or CAP, and subsequent commercialization of a laboratory developed test, or
LDT.

Our current and planned blood and CSF assays are intended to provide information to aid healthcare providers by identifying tumor cells associated with
progression or metastasis, and identifying specific oncogenic alterations that may qualify a subset of cancer patients for targeted therapy. These assays may
also be used for monitoring response to treatment or to identify specific resistance mechanisms.

“Liquid biopsies™ are intended to supplement or replace the need for additional invasive surgical tissue biopsies or repeated lumbar punctures to find tumor
material (intact cells or tumor derived nucleic acid known as ctDNA and ctRNA) in blood or CSF. Our molecular assays are also designed to help find
molecular alterations in situations where tumor tissue or CSF cytology samples are insufficient and/or unable to provide the molecular subtype information
necessary for clinical decisions.
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Our assays have the potential to provide faster, more contemporaneous information regarding therapy response or the characteristics of a patient’s disease
when compared with surgical tissue biopsies which must be scheduled or radiographic imaging which may take a month or more to illustrate progression.

Our current assays and our planned future assays focus on key solid tumor indications utilizing our Target-SelectorT™ liquid biopsy technology platform
for the biomarker analysis of CTCs and ctDNA from a standard blood sample or CSF-TCs and cell-free tumor DNA and RNA from a CSF sample. Our
patented Target-Selector™ tumor cell platform assays are based on an internally developed microfluidics-based cell capture and analysis platform, with
features that enable quantitative tumor cell counts and molecular assays related to these tumor cells, informing clinicians of changes in response to
treatment and biomarkers in tumor cells that can inform physician treatment decisions, particularly as the tumor characteristics may change over time with
clinical progression or metastasis.

In addition, our patented Target-Selector™ molecular technology enables detection of mutations and genome alterations with enhanced sensitivity and
specificity, and is applicable to a broad range of diagnostic applications including detection of tumor-derived cell-free nucleic acid (ctDNA/RNA), and
could potentially be validated for other sample types such as bone marrow, or tissue (surgical resections and/or biopsies).

In January 2019, we began offering research use only, or RUO, liquid biopsy kits containing our patented and proprietary ctDNA Target SelectorT™
molecular (PCR-based) testing for certain specific cancer genes to laboratories and researchers worldwide. In March 2020 we released an update for our
RUO EGFR Target SelectorT™ Kit which expanded the sample types validated to include both blood and formalin-fixed paraffin-embedded, or FFPE. In
March 2020 we also released a RUO BRAF Target SelectorT™ validated for both ctDNA and FFPE.

At our corporate headquarters facility located in San Diego, California, we operate a clinical laboratory that is certified under CLIA, licensed by the
California Department of Public Health, and accredited by CAP. At this facility we perform our current assays, and we continue to perform research and
development for our planned future assays. In addition, we currently manufacture our microfluidic channels and various chemistries used in our testing
process, however, we have identified and have been working with a manufacturer to outsource certain manufacturing activities in the near term to reduce
costs and improve efficiency.

The assays we offer and intend to offer are classified as CLIA laboratory developed tests or “LDTs” under CLIA regulations. CLIA certification, and state
licensure in California and certain other states under the supervision of a qualified laboratory medical director is required before any clinical laboratory,
including ours, may perform testing on human specimens for the purpose of obtaining information for the diagnosis, prevention, or treatment of disease or
the assessment of health. In addition, we participate in and have received CAP accreditation, which includes rigorous bi-annual laboratory inspections and
requires adherence to specific quality standards.

Our primary sales strategy is to engage medical oncologists and other physicians in the United States at private and group practices, hospitals, laboratories
and cancer centers. In addition, we market our clinical trial and research services to pharmaceutical and biopharmaceutical companies and clinical research
organizations. We also market and sell molecular assay kits which enable laboratories other than Biocept to perform our testing in house. Sales of these kits
began in the first quarter of 2019. Further, sales to laboratory supply distributors of our proprietary blood collection tubes, or BCTs, commenced in June
2018, which allow for the intact transport of liquid biopsy samples for research use only from regions around the world.

Our revenue generating efforts are focused in three areas:

. providing laboratory services to medical oncologists, neuro-oncologists, and other physicians or healthcare providers treating patients with
cancer or COVID-19 who use the biomarker information we provide in order to determine the best treatment plan for their patients;

. providing laboratory services using both our CTC and ctDNA and ctRNA assays in order to help pharmaceutical and biopharmaceutical
companies run clinical studies establishing the use of novel drug therapies used to treat cancer; and

. licensing our proprietary technology and selling our distributed products, including our BCTs and assay kits, to partners in the United States
and abroad.

We plan to grow our business by directly offering our CNSideTM and Target-Selector™ liquid biopsy CTC and molecular assays to medical oncologists,
neuro-oncologists, and other physicians or heath care providers who treat patients with cancer. Based on our product development data, as well as
discussions with our key collaborators, we believe that our planned future assays, particularly those related to CSF, should provide important information
and clinical value to physicians.

Following the full commercial launch of our CSF assay, CNSide™, we submitted an initial application for Breakthrough Device Designation to the U.S.

Food and Drug Administration (“FDA”). While the initial submission in early 2021 was denied, we continue to pursue options related to a future
Breakthrough Device Designation for CNSide™ , including pursuit of larger clinical trials that would
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provide more clinically detailed data to support an FDA filing. The test is currently marketed as a Lab Developed Test in the Company’s CLIA certified
and CAP accredited lab. CNSide™ is designed to improve the clinical management of patients with suspected metastatic cancer involving the central
nervous system. By comparison, the current “standard of care” diagnostic triad of cytology, radiology and clinical examination has significant limitations
of both sensitivity and specificity for identifying brain metastasis and response to therapy.

Furthermore, using our CNSide and Target-Selector assays, cells in CSF or blood can be further interrogated to find various molecular alterations or
“biomarkers” that can deliver important, actionable information used for better treatment decisions. These molecular alterations, such as HER2
amplification, are not readily provided by other clinical tools unless patients undergo a surgical brain biopsy or biopsy of other metastatic tumor sites, while
other competing “liquid biopsy” techniques are also limited. For example, the now historic FDA approved CellSearch® test which provides CTC
enumeration in blood, is not approved for use in CSF or to perform biomarker analysis in blood or CSF. Other ctDNA based methods may not reliably
capture certain molecular alterations such as copy number variations, including for example HER2 amplification, found in rare tumor cells.

We believe our ability to rapidly translate insights about the utility of cytogenetic, immunocytochemical and molecular biomarkers to provide information
to medical oncologists, neuro-oncologists, and other physicians for treatment decisions in the clinical setting will improve patient treatment and
management, and that these assays will become a key component of the standard of care for personalized cancer treatment.

Assays, Products and Services

We currently offer and conduct our commercialized diagnostic assays and offer our clinical trial services at our CLIA-certified, CAP-accredited and state-
licensed laboratory. We have commercialized our Target-Selector™ assays for a number of solid tumor indications such as: breast cancer, NSCLC, gastric
cancer, colorectal cancer, prostate cancer, pancreaticobiliary cancer, and ovarian cancer. These assays utilize our dual CTC and ctDNA technology
platforms and provide biomarker analysis from a patient’s blood sample. In addition, to assist with the United States’ urgent need for widespread COVID-
19 testing, we launched our RT-PCR COVID-19 testing at our laboratory during the second quarter of 2020.

Our current assays and clinical trial services include:

. CTC and ctDNA and ctRNA Testing. Our current assays and our other planned cancer diagnostic assays are based on our Target-Selector™
technologies. After completing testing, we or our partners provide our customers with an easy to understand report that describes the results of
the analyses performed, which is designed to help medical oncologists, neuro-oncologists, surgical oncologists, urologists, pulmonologists,
pathologists and other physicians make better decisions about the treatment of their patients.

. Clinical Trial Services. We plan to utilize our clinical laboratory and translational research capabilities to provide clinical trial and research
services to pharmaceutical and biopharmaceutical companies and clinical research organizations to improve the efficiency and economic
viability of their clinical studies. Our clinical studies and translational research services could leverage our knowledge of CTCs and ctDNA
and ctRNA and our ability to develop and implement new cytogenetic, immunocytochemical and molecular diagnostic assays. Our current
assays can, and our other planned cancer diagnostic assays and biomarker assays are anticipated to be able to, help optimize clinical trial
patient selection and/or monitor cancer drivers during the course of treatment or disease progression. Demonstration of clinical utility of our
assays would more easily enable these tests to be adopted in standard clinical practice, helping physicians select the most appropriate therapy
for their patients.

. RT-PCR COVID-19 Testing. We are currently performing RT-PCR testing for COVID-19 and have received more than 640,000 samples for
processing to date. We believe that our RT-PCR COVID-19 testing will be an important aspect of our business until the COVID-19 pandemic
subsides.

In the case of our breast and gastric cancer offerings, biomarker analysis involves fluorescence in situ hybridization, or FISH, for the detection and
quantitation of the human epidermal growth factor receptor 2, or HER2, gene copy number as well as immunocytochemical, or ICC, analysis of estrogen
receptor, or ER, protein, progesterone receptor, or PR, protein, in breast cancer and androgen receptor, or AR, protein in prostate cancer; all of these tests
are currently available commercially. We have also validated and offer a Next Generation sequencing assay for use in breast cancer. A patient’s HER2
status provides the physician with information about the appropriateness of therapies such as Herceptin® or Tykerb®. ER and PR status provides the
physician with information about the appropriateness of endocrine therapies such as tamoxifen and aromatase inhibitors.

Our lung cancer biomarker analysis offering currently includes FISH testing for ALK, ROS1, RET, MET and FGFRI1 gene rearrangements, as well as
analysis for the T790M, Deletion 19, and L858R mutations of the epidermal growth factor receptor, or EGFR gene, as well as BRAF and KRAS. The
L858R mutation of the EGFR gene and Exon 19 deletions as activators of EGFR kinase activity. For lung cancer, we also offer a resistance profile assay
consisting of the biomarkers MET, HER2 (both of which we perform using our technology for
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CTCGCs), KRAS, and T790M (both of which are performed using ctDNA in plasma). These assays can be used by physicians to identify the mechanism
causing disease progression for patients with NSCLC who are being treated with tyrosine kinase inhibitor, or TKI, therapy and therefore may qualify
patients for inclusion in a clinical trial. We have also validated and offer a Next Generation sequencing assay for use in NSCLC.

Fibroblast growth receptor 1, or FGFR1, amplification is offered using our CTC technology. FGFRI1 is present in several tumor types, including both
NSCLC and small cell lung cancer, or SCLC, and has been shown to be a prognostic indicator of progression. FGFRI1 is also a key target for several drugs
undergoing clinical development.

We analytically validated PD-L1 testing utilizing our CTC technology in 2016. PD-L1 is a biomarker that is informative for immuno-oncology therapies
currently marketed for lung cancer and melanoma, as well as therapies in development for other tumor types. We collaborated with David Rimm, M.D.,
Ph.D., a pathologist at Yale Medical School and a scientific advisor to us, on the analytical development of this assay.

In August 2017, we announced that we had executed a distribution agreement for our proprietary blood collection tubes with VWR International, LLC
which can preserve intact cells (such as CTCs) for up to 96 hours and ctDNA for up to 8 days, allowing for the intact transport of RUO liquid biopsy
samples from regions around the world.

We intend to continue to commercialize cancer diagnostic assays in the United States as LDTs performed in our CLIA-certified, CAP-accredited, and state-
licensed laboratory. We plan to evaluate potential opportunities for the commercialization of our products in other countries. We believe the Target-
Selector™ technology can be used for molecular biomarker screening, marked as RUO test kits.

We launched the first of our RUO Target Selector kit products, ctDNA EGFR, in January 2019. Additionally, we plan to evaluate opportunities for
licensing of our products and proprietary technologies to partners in the United States and abroad.

In December 2018, we entered into a Software License and Laboratory Data Supply Agreement with Prognos, Inc., an innovator in predicting disease by
applying artificial intelligence, or Al, to clinical laboratory diagnostics. Under the agreement, we will supply de-identified data from its liquid biopsy
testing to Prognos, which will leverage its Al capabilities to help its pharmaceutical clients ensure that the right patients receive the right therapies. This
agreement could provide revenue sharing opportunities in future periods.

In May 2019, we announced the launch of the Target-Selector™ NGS lung cancer panel. We are working to gain payment for our assay with Palmetto
MolDx, who is contracted by CMS to vet new technologies and assays. This means that they must determine that our test is reasonable and necessary for
the care of patients diagnosed with late-stage Non-Small Cell Lung Cancer. This is the first step in gaining reimbursement for a proprietary test, and we are
in the process of negotiating coding and pricing. Once that is finalized, Noridian (the Medicare carrier for our region) must review and accept the
recommendation for payment from Palmetto. If they agree with the recommendation from Palmetto MolDx, then Noridian will adopt the payment and
reimbursement recommendation or develop their own, and we can then receive payment from Medicare for our lung cancer panel.

In June 2019, we announced launch of the Target-Selector™ NGS breast cancer panel, a multi-gene liquid biopsy panel specifically developed for breast
cancer. This panel is being marketed to physicians and cancer researchers for the detection and monitoring of actionable genomic biomarkers associated
with breast cancer.

In November 2019, we announced launch of our liquid biopsy test to detect TRK biomarkers in the blood of patients diagnosed with cancer. Identification
of TRK protein enables physicians to rapidly and cost-effectively identify the potential presence of NTRK fusions used to inform on treatment options.

In April 2020, we announced the availability of RUO kits that can allow molecular laboratories around the world to utilize Biocept’s Target-Selector™
molecular assay kits to detect key oncogene mutations through the analysis of both Formalin-Fixed Paraffin-Embedded (FFPE) tissue gained from surgical
biopsies as well as circulating tumor DNA (ctDNA) gained from blood-based liquid biopsies. In addition, we announced the award of CE (Conformité
Européene)-IVD Mark for our Target-Selector™ molecular assay EGFR Kkit.

In May 2020, we announced the availability of a Target-Selector™ molecular assay RUO kit for the detection of BRAF mutations in ctDNA and FFPE
samples.
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We launched our RT-PCR COVID-19 testing business during the second quarter of 2020. We have received more than 640,000 samples for processing
through our RT-PCR technology at our laboratory through the date of filing and we believe that performing highly accurate RT-PCR testing for COVID-19
will be an important aspect of our business until the COVID-19 pandemic subsides.

We also expanded our prostate panel offerings as a key element for growing the demand for our testing among urologists, including the AR-V7 assay which
helps physicians determine if a patient should stay on hormone therapy or switch to chemotherapy, as well as PTEN, MET, MYC, and EGFR FISH assays
which provide valuable prognostic information as to the aggressiveness of a patient’s prostate cancer.

In April 2021, we announced full commercial launch of our CNSide™ cerebrospinal fluid assay to address unmet needs of patients with metastatic brain
cancer. The CNSide™ cerebrospinal fluid assay is designed to better detect and manage treatment of metastatic cancers involving the central nervous
system (CNS).

In June 2021, we announced a collaboration with Quest Diagnostics to provide laboratory testing services to Quest patients using our Target SelectorTM
NGS-based liquid biopsy targeted lung cancer panel. Quest Diagnostics is the leading provider of diagnostic information services, including advanced
diagnostics.

In July 2021, we received a positive final Local Coverage Determination (LCD) that expands Medicare coverage for use of our Target SelectorTM assay to
identify the HER2 biomarker from circulating tumor cells (CTCs). This coverage determination from the Centers for Medicare & Medicaid Services
(CMS) Molecular Diagnostics Program (MolDx) was effective July 4, 2021.

Pharmaceutical, Research and Health Economic Collaborations

We continue to execute on our strategies intended to expand our business globally, as well as to engage with pharmaceutical companies on clinical trials
and assay development. We have preferred provider agreements in place in Mexico with Quest Diagnostics to support testing for Astra Zeneca.

As a follow up to the CTC findings published in Cancer Medicine, we were involved in a clinical study led by investigators at the Dana-Farber Cancer
Institute. Study enrollment was completed. During the screening phase of this study, our CLIA-certified, CAP accredited laboratory tested blood samples
from a cohort of patients with HER2 negative tissue status, with the aim to identify individuals with HER2 amplified CTCs. These patients were then
assigned to chemotherapy plus Herceptin®. Additional CTC testing with HER2 FISH biomarker analyses were performed at subsequent time points. At the
December 2014 San Antonio Breast Cancer Symposium, we presented findings of 311 patients tested with HER2 negative tissue status, where 22% had
CTCs with HER2 gene amplification at disease progression. HER2 gene amplification subsequently categorized these patients as potential candidates for
anti-HER?2 therapy as the cancer evolved. Moreover, our multi-antibody CTC capture method identified a substantial subset of patients who would not
likely have had detectable CTCs with commonly used CTC capture technologies. This added 10% (included in the 22%) to the number of women who
were candidates for this highly specific targeted therapy.

With our cooperation, researchers at Columbia University published a study in the journal Clinical and Translational Oncology in January 2015. The study
demonstrated the high correlation (79%) of circulating tumor cells, primary tumor tissue biopsy and metastatic tumor tissue biopsy in the determination of
hormone receptor status, or ER/PR, of breast cancer patients. The investigators also found that this high correlation was strongest when comparing
metastatic tissue biopsy to CTCs (83%). The conclusion of the study was that determining ER/PR status in CTCs using our platform is feasible, with high
concordance in ER/PR between tumor tissue (as determined with immunohistochemistry, or IHC) and CTCs (as determined with immunocytochemistry, or
ICC). The authors suggest a larger trial to determine the prognostic significance of these findings.

In September 2015, we presented the clinical validation data of our ctDNA assay in collaboration with the University of California, San Diego. The results
demonstrated a very high level of concordance to tissue results (88%), together with >95% analytical sensitivity and 99% analytical specificity, supporting
our offering of a validated, robust non-invasive solution for mutation identification and monitoring in patients with lung cancer. Subsequent FDA approval
of Tagrisso®, a third-generation tyrosine kinase inhibitor, presented an opportunity for patients to be monitored using a ctDNA and ctRNA assay.

In April 2016, we announced a study collaboration with Dr. Giuseppe Giaccone at the MedStar Georgetown University Hospital to assess resistance
biomarkers in non-small cell lung cancer, or NSCLC, patients treated with EGFR inhibitors or chemotherapy. Later in 2016, we announced another
collaboration involving a study presented at the European Society for Medical Oncology, or ESMO, Annual Congress in October 2016, evaluating the
detection of EGFR alterations (del19, L858R and T790M) by our Target-Selector™ liquid biopsy. Subsequent to this study, we have earned business in
both Mexico and Columbia for EGFR gene mutation testing in blood to qualify patients for a pharmaceutical company’s targeted therapy. The relationship
also resulted in a study initiated during the following year that includes peripheral blood CTC assessment of PD-L1 protein expression in patients
undergoing chemotherapy as a monotherapy or in combination with a checkpoint inhibitor.
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In December 2016, we announced a clinical study agreement with Columbia University Medical Center to evaluate the clinical utility of our Target-
Selector™ platform to diagnose leptomeningeal metastases, or LM, in breast cancer patients. This work was expanded in the fourth quarter of 2018 to
include patients with other primary solid tumor types. Dr. Kevin Kalinsky leads this study to test CTCs in cerebrospinal fluid and blood, where CTC
analysis will be compared to standard methods for confirming LM diagnosis. In September 2020, Dr. Kalinsky moved to Emory University in Atlanta, but
his work with Columbia University on this project continues.

In May 2017, we entered into a clinical study agreement with the University of Texas Southwestern Medical Center. Led by recognized oncologist and
ALK alteration researcher, Dr. Saad Khan, the study is designed to evaluate the clinical utility of our Target-Selector™ platform for patients diagnosed with
ALK-positive NSCLC and treated with ALK-inhibitor therapy. A second arm of the study evaluated patients with rare cancers such as anaplastic thyroid
cancer to determine if genetic drivers such as ALK gene rearrangements can be identified and treated with targeted therapy to improve patient outcomes.

Two complementary posters on the highly sensitive Target Selector ctDNA assays were presented in 2018. The first poster entitled “Biocept Study Shows
Incorporation of Thermo Fisher QuantStudio 5 PCR Instrument into Target Selector Platform Improves Sensitivity and Specificity in Detection of Lung
Cancer Biomarkers” was presented in January 2018 at the Fifth AACR-IASLC International Joint Conference: Lung Cancer Translational Science from the
Bench to the Clinic. The related poster, entitled “Validation of highly sensitive TargetSelector™ ctDNA assays for EGFR, BRAF, and KRAS mutations”
was presented at the April 2018 American Association for Cancer Research annual meeting. Together, these posters highlight improvements to the Target
Selector ctDNA platform, enabling more sensitive mutation detection down to a single copy, thereby increasing the likelihood of identifying actionable
molecular drivers towards guiding targeted therapy decisions and better management of a patient’s cancer.

In collaboration with Dr. Shilpa Gupta from the Masonic Cancer Center at the University of Minnesota, a poster was presented at the April 2018 American
Association for Cancer Research annual meeting. The results demonstrated proof-of-concept use of our Target-Selector™ CTC platform, correlating CTC
count with clinical responses in refractory testicular cancer patients undergoing therapy. This work is part of a Phase 2 clinical trial of brentuximab
vedontin (an anti-CD-30 antibody) with bevacizumab in refractory CD-30 + germ cell tumors. The capability for our Target-Selector™ CTC platform to
monitor this rare cancer type presents the potential for a precision medicine-based approach to guide treatment decisions for these patients.

During the first half of 2018, three key case studies were published in peer-reviewed journals. In April, the 2018 Spring issue of Oncology & Hematology
Review featured a case report demonstrating the clinical utility of our CTC platform whereby identification of an ALK rearrangement enabled sequential
targeted therapy and improved quality of life in a patient with NSCLC. This case illustrated the use of our technology to monitor therapeutic response and
early detection of drug resistance to manage patient disease through the course of treatment with various ALK inhibitors. A Letter to the Editor in the May
2018 issue of Journal of Thoracic Oncology described the identification of a ROS1 rearrangement by Biocept CTC analysis using FISH (fluorescent in situ
hybridization). The ROS1 translocation was concordant with tissue biopsy. In contrast, next-generation sequencing analysis of plasma by another vendor
failed to detect the genetic alteration in the patient with lung cancer. Also, in May 2018, a case report describing the application of our CTC technology in
the management of metastatic breast cancer was published in Clinics in Oncology. This work described a patient with recurrent breast cancer where
numerous tissue-based evaluations of the individual’s bone-only metastases had repeated challenges or inclusive results. HER2 amplification detected in
CTCs from blood provided crucial information towards changing treatment strategies to include anti-HER therapy, consequently extending and improving
the patient’s quality of life. Each of the three published cases provide real-life examples in lung and breast cancer towards establishing the importance of
liquid biopsy to identify and monitor clinically actionable biomarkers to improve outcomes of patients with cancer.

In July 2018, we announced a collaboration involving two studies with the University of California, San Diego. Each of the two studies will enroll 100
patients with solid tumors, for a total of 200 patients. One study will assess the feasibility of using our CTC and ctDNA methodologies to predict post-
resection disease recurrence in patients with Stage II or III cancer, and the other study will use our technology to predict response to therapy in patients
with metastatic disease. Dr. Rebecca Shatsky and Dr. Razelle Kurzrock are the investigators key to both studies.

In August 2018, we announced a Quality Improvement Initiative with Highmark Health to help improve molecular testing rates of NCCN Category I
Guidelines for NSCLC. The Initiative aims to improve health outcomes by using liquid biopsy to more rapidly assess a patient's actionable biomarker status
towards selecting appropriate therapy, while reducing the overall cost of care. The project will evaluate at least 100 patients in the Highmark Health-
affiliated Allegheny Health Network, or AHN, Cancer Institute. Patients will receive our CTC and ctDNA testing in addition to tissue biopsy with the goal
of obtaining biomarker status results for a higher percentage of patients compared to standard testing.

Two scientific posters featuring the Target Selector™ CTC and ctDNA platforms were presented in September 2018 at the International Association for the
Study of Lung Cancer, or IASLC, 19th World Conference on Lung Cancer. Data from these clinical studies demonstrate the ability of our technology to
detect and monitor CTC counts and actionable biomarkers in both blood and cerebrospinal fluid, or CSF, of patients with advanced NSCLC. The first
poster described interim results of a collaboration with Dr. Janakiraman
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Subramanian at the Saint Luke’s Cancer Institute in Kansas City, Missouri. This study evaluates CTC enumeration in advanced stage NSCLC patients
before and during the course of chemotherapy. Interim data suggest that CTC counts may have prognostic and predictive potential to assess therapeutic
benefit. The second poster was in collaboration with Kadmon Corporation, featuring CTC and ctDNA analyses and monitoring in the CSF of NSCLC
patients with LM who were treated with tesevatib in Kadmon’s clinical trial KD019-206. In this study, alterations detected in the CSF of patients were
concordant with original tissue biopsies, and serial monitoring of CTCs and ctDNA biomarkers in CSF were consistent with the overall clinical.

A case series was published in the January 2019 issue of the peer reviewed journal, Clinics in Oncology. The work highlights the clinical utility of liquid
biopsy to stratify patients who may benefit from targeted therapy, describing three patients with metastatic NSCLC for whom tissue biopsy was insufficient
for molecular profiling. In all three cases, our ctDNA liquid biopsy analyses detected an activating EGFR mutation. EGFR tyrosine kinase inhibitor therapy
subsequently was initiated. Complete response lasting approximately two years was observed in one patient. For two patients, our ctDNA testing was
performed at signs of clinical progression and Osimertinib was administered upon our liquid biopsy identification of the EGFR T790M resistance marker.
In sum, patient survival was dramatically extended in all cases presented where targeted therapies were prescribed based on liquid biopsy results.

In April 2019, we presented a poster at the annual meeting of the American Association for Cancer Research. The work describes analytical validation of
Target Selector ESR1 Next Generation Sequencing, or NGS, ctDNA assays with single copy mutant detection. The assays have a limit of detection, or
LOD, 0.03% or better, with >99% sensitivity for mutant allele fractions, or MAF, ranging from greater than 5% down to 0.03%. ESRI1 gene mutations are
associated with acquired drug resistance in up to 55% of patients with estrogen receptor, or ER, positive metastatic breast cancer, or mBC, who received
anti-estrogen treatment. Detection of ESRI mutations may enable the prediction of treatment failure and disease progression in these patients. As new
therapies are developed that antagonize ER activity by mechanisms that differ from current drug treatments, ESR1 mutation testing can be a helpful tool to
identify patients who may benefit from these alternative agents.

In October 2019, we announced the publication of a peer-reviewed journal article featuring the analytical validation results demonstrating the high
sensitivity of our Target SelectorT™ testing for EGFR, BRAF, and KRAS mutation in plasma circulating tumor DNA (ctDNA). The article was published
in the journal, PLOS ONE, Volume 14, October 2019, and will also be included as part of a special collection of topical articles, entitled Targeted
Anticancer Therapies and Precision Medicine In Cancer.

In November 2019, we presented clinical data highlighting performance of our Target SelectorT™ tests and kits for detecting actionable oncology
biomarkers at the 2019 Association for Molecular Pathology, or AMP, Annual Meeting held at the Baltimore Convention Center, in Baltimore, MD. The
content of our posters will be published in The Journal of Molecular Diagnostics.

In December 2019, we presented clinical data supporting the use of our Target Selector TM CTC platform as an aid in the monitoring and treatment of
breast cancer in a poster session at the 2019 San Antonio Breast Cancer Symposium, or SABS. The data demonstrated the Target SelectorTM platform’s
ability to accurately detect, enumerate, and interrogate CTCs in a cohort of over 1,500 patients, representing various clinical and treatment stages of breast
cancer.

In March 2020, we announced publication of clinical data in the peer-reviewed Journal of Clinical Pathology that further validates the Company's Target
Selector™ gPCR Assay using "Switch Blocker" technology to identify cancer-related mutations in liquid biopsy samples. The study examined 127 clinical
assays for mutations commonly associated with cancer found in the EGFR, BRAF and KRAS genes. Each Target Selector™ assay in the study
demonstrated extremely high accuracy, sensitivity and specificity when compared to results obtained from tissue samples, showing a 93%-96%
concordance to blinded tissue samples across all assays.

In October 2020, we announced results from a prospective study comparing our Target Selector™ CSF testing to conventional cytology in patients with
non-small cell lung cancer, or NSCLS, and LM showing that our Target Selector™ CSF testing may provide a more robust method for detecting lung
cancer metastasis in CSF than the current standard of cytology analysis.

In November 2020, we announced results of a study analyzing CSF samples in patients with primary lung or breast cancer with either brain or LM disease.
The findings indicate that Target Selector™ CSF assays are a viable and sensitive platform for CTC detection and molecular analysis compared to the
current standard of care, CSF cytology, which is typically used to establish or confirm LM disease when cytology imaging findings are suspicious or
equivocal.

In December 2020, we announced results from a prospective study showing Target Selector™ was highly accurate in monitoring HER2 alterations in
patients with metastatic breast cancer. The results were featured in a poster presentation at the virtual 2020 San Antonio Breast Cancer Symposium.
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In February 2021, we presented data at the Molecular Med Tri-Con Virtual Conference, showing that our Target Selector™ molecular assay kit detects
mutations in up to 50% of tissue biopsy specimens, from patients diagnosed with non-small cell lung cancer, that were deemed quantity not sufficient
(QNS) by conventional methods.

In February 2021, we announced establishing a research collaboration with Protean BioDiagnostics, Inc. to research the ability of our Target Selector™
molecular assay to determine EGFR status in non-small lung cancer (NSCLC) patients.

In August 2021, we presented data at the Society of NeuroOncology (SNO) Brain Metastasis conference related to our CNSide experience on several non-
small cell lung cancer (NSCLC) cases from one institution, the University of Utah. Recently, we had other abstracts accepted for poster presentation at the
upcoming annual November meeting of the Society of Neuro-Oncology (SNO) in Boston and the annual San Antonio Breast Cancer Symposium in
December.

Provider Agreements

In January 2017, we announced that we had secured an in-network provider agreement with Blue Cross Blue Shield of Texas, the largest provider of health
benefits in Texas. In addition, we entered into a national master business agreement with the Blue Cross Blue Shield Association, a not-for-profit trade
association that provides multiple services for its 38-member Blue Cross and Blue Shield health plan companies across the U.S., including forming national
strategic vendor partnerships. We were selected by the Blue Cross Blue Shield Association based on a rigorous request-for-proposal progress. This
agreement establishes pricing for our Target-Selector™ liquid biopsy testing service through the Blue Cross Blue Shield Association’s group purchasing
organization, CareSourcing Workgroup. The pricing offered by the CareSourcing Workgroup group purchasing organization is available to those Blue
Cross and Blue Shield member health plans that have, or may seek, in-network agreements with us.

In June 2017, we entered into a participating provider agreement with MediNcrease Health Plans, LL.C and a preferred provider agreement with Scripps
Health Plan Services, Inc., both establishing pricing for our Target-Selector™ liquid biopsy testing service.

In December 2017, we signed an agreement with Wellmark, Inc., the largest health insurer in Iowa and South Dakota. The agreement marks our third Blue
Cross Blue Shield contract and enables patients diagnosed with cancer the ability to access our proprietary testing services in-network under their Wellmark
health plan.

In August 2018, we entered into a quality initiative program with Highmark and Alleghany Health Network as a result of the Caresourcing Workgroup. The
focus is to improve access to molecular testing to members with a diagnosis of lung cancer. Enrollment began in August 2018 and has been steadily
increasing.

In July 2019, we announced that we entered into a Laboratory Services Provider Agreement with Beacon Laboratory Benefit Solutions, Inc., a nationally
recognized premier provider of laboratory benefit management technology solutions to health and managed care companies in the United States.

In February 2020, we announced that we entered into an agreement with a California-based independent physician association, or IPA, to provide our liquid
biopsy testing services to physicians and patients in their network. Our Target SelectorTM offering includes the choice of individual biomarker tests or a
larger liquid biopsy panel, enabling physicians to select the best approach for each patient.

In June 2020, we announced that we entered into a managed care provider agreement with Medical Cost Containment Professional LLC (MCCP), to
process out-of-network claims for Biocept’s Target SelectorT™ liquid biopsy testing. MCCP is a reference-based pricing insurance network that includes
more than 150,000 providers nationwide.

In August 2020, we announced the expansion of our agreement with MultiPlan, Inc. to include COVID-19 testing services at a pre-negotiated price per
test. MultiPlan is a healthcare cost management company offering payment integrity, network-based and analytics-based services. With the expanded
agreement, our RT-PCR COVID-19 testing, in addition to our liquid biopsy oncology testing services, are now accessible to consumers who have access to
the PHCS and MultiPlan Networks, MultiPlan’s national primary and complementary networks. More than 1 million healthcare providers participate in
MultiPlan’s networks and 60 million health plan members have access to the company’s services.

In addition, in August 2020, we entered into an agreement with a healthcare group to provide RT-PCR COVID-19 testing to skilled nursing facilities. The
group operates and supports more than 50 facilities in multiple states, with most located in California, the state with one of the most stringent COVID-19

testing regulations in the United States.

In September 2020, we announced that Highmark, America’s fourth largest Blue Cross Blue Shield affiliate, has made a positive coverage determination
that our Target SelectorT™ liquid biopsy assay has been accepted for medical coverage for use in the diagnosis and
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treatment of patients with NSCLC. In addition, we announced that we entered into an agreement with Health Net Federal Services LLC to be an in-network
provider for Target Selector™ liquid biopsy oncology platform testing for cancer patients in the TRICARE West (TriWest) region network. TriWest
provides healthcare services to approximately three million members of the U.S. military and their families.

In December 2020, we announced entering into laboratory services agreements with two Southern California regional independent physician associations
(IPAs) providing physicians and patients in-network access to our full array of Target Selector™ liquid biopsy assays and services. Both IPAs are
headquartered in San Diego and combined they serve more than 70,000 covered lives in the Southern California region.

We are currently contracted with nine preferred provider organization networks, three large health plans, and five regional independent physician
associations, and expect to continue to gain contracts to be considered as an “in-network” provider with additional plans.

Patents and Technology

The proprietary nature of, and protection for, our products, services, processes, and know-how are important to our business. Our success depends in part
on our ability to protect the proprietary nature of our products, services, technology, and know-how, to operate without infringing on the proprietary rights
of others, and to prevent others from infringing our proprietary rights. We seek patent protection in the United States and internationally for our products,
services and other technology. Our policy is to patent or in-license the technology, inventions and improvements that we consider important to the
development of our business.

We also rely on trade secrets, know-how, and continuing innovation to develop and maintain our competitive position. We cannot be certain that patents
will be granted with respect to any of our pending patent applications or with respect to any patent applications filed by us in the future, nor can we be sure
that any of our existing patents or any patents granted to us in the future will be commercially useful in protecting our technology.

Our success depends on an intellectual property portfolio that supports our future revenue streams and erects barriers to our competitors. We are
maintaining and building our patent portfolio through filing new patent applications, prosecuting existing applications, and licensing and acquiring new
patents and patent applications.

We have issued patents with broad claims covering our blood collection tube, antibody cocktail approach, microchannel, CTC detection methodologies,
and ctDNA analysis. In addition to issued patents in the U.S., we have patents for our proprietary microchannel in China, South Korea, Europe, Hong
Kong, Canada and Japan, and for our antibody cocktail in Australia, Europe, Canada, China, Hong Kong and Japan. Our patent estate continues to evolve,
and in addition to the broad patent estate around our CTC platform, we also have issued patents in the U.S., Australia, Brazil, Europe, Hong Kong, Japan,
China and South Korea for our novel switch blocker technology, solidifying our proprietary enrichment methodology for detecting ctDNA with very high
sensitivity. We also have recently issued patents in the U.S. Australia, Japan, and Korea for a unique primer switch technology which can be used for
detecting rare genetic alterations, and for improving the performance of PCR based amplification assays. Our CTC platform patents were filed from 2005
through 2012, and we expect to have patent protection into the 2030s. Our CTC patents and applications cover not only cancer as a target, but also prenatal
and other rare cells of interest. Recently granted patents in the U.S. cover the capture of any target of interest on any solid surface using our antibody
capture approach. The patent for our proprietary specimen collection tubes expires in 2031, and the patents for our ctDNA technology expire in the early
2030s.

As of September 30, 2021, we owned 53 issued patents and have nine patent applications pending related to our core business. Of these, 13 were issued
U.S. patents and three were pending patent applications in the U.S., while 40 were issued patents in non-U.S. territories and six were pending patent
applications in non-U.S. territories.

Coronavirus (COVID-19) Pandemic

The COVID-19 pandemic continues to evolve, and the extent to which COVID-19 may impact our business will depend on future
developments, which are highly uncertain and cannot be predicted with confidence, such as the ultimate geographic spread of the
disease, the duration of the pandemic, the emergence and impact of variants, vaccinations, travel restrictions and social distancing
in the United States and other countries, business closures or business disruptions, and the effectiveness of actions taken in the

United States and other countries to contain and treat the disease. We estimate that the COVID-19 pandemic led to an approximate 15 to 25%
decline in commercial volume from current customers for the year ended December 31, 2020, and has also impacted opportunities for us to gain new

customers with the closing of many physician offices and labs. We are continuing to vigilantly monitor the situation with our primary focus
on the health and safety of our employees and clients.
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In April 2020, we announced that we verified a COVID-19 molecular diagnostic test and that we would begin accepting physician-ordered testing
requests. The testing volume was initially limited by the national shortage of specimen collection kits. On June 22, 2020, we announced the availability of
10,000 specimen collection kits for COVID-19 testing for physician ordering. Collected specimens are shipped to our high-complexity, CLIA-certified,
CAP-accredited and BSL-2 safety level laboratory in San Diego with results returned to ordering physicians in an estimated 24 to 48 hours. We have
received more than 640,000 samples for processing through our RT-PCR technology at our laboratory to date and we believe that performing highly
accurate RT-PCR testing for COVID-19 will be an important aspect of our business until the COVID-19 pandemic subsides.

On June 3, 2020, we entered into a development agreement with Aegea focused on the co-development by us and Aegea of a highly sensitive PCR-based
assay designed by Aegea for detecting the COVID-19 virus. In February 2021, we entered into a supply agreement with Aegea for a new PCR-based
COVID-19 assay kit designed by Aegea and co-developed by Aegea and us. Under the supply agreement, Aegea will supply the COVID-19 assay kit to us
for validation in our CLIA-certified, CAP-accredited high-complexity molecular lab and subsequent commercialization of a laboratory developed test
(LDT).

In January 2021, we signed an agreement with the Foundation for California Community Colleges to make COVID-19 testing available to the 116
California community colleges and their more than 2.1 million students. Through the Foundation’s CollegeBuys program, our PCR-based COVID-19 test

is now available for community colleges to purchase for students, faculty and staff.

In June 2021, we announced a collaboration with CLEARED4, a market leader in pandemic health and safety solutions, to develop a system for tracking
and managing COVID-19 testing requirements and test results for our customers.

Results of Operations
Three Months Ended September 30, 2020 and 2021

The following table sets forth certain information concerning our results of operations for the periods shown (dollars in thousands):

Three months ended September 30, Change
2020 2021 $ %
Net revenues $ 6,586 $ 17,470  $ 10,884 165%
Cost of revenues 5,859 11,265 5,406 92%
Research and development expenses 1,088 1,303 215 20%
General and administrative expenses 3,023 3,513 490 16%
Sales and marketing expenses 1,434 1,938 504 35%
(Loss)/income from operations (4,818) (549) 4,269 (89%)
Interest expense (60) (74) (14) 23%
(Loss)/income before income taxes (4,878) (623) 4,255 (87%)
Income tax expense — — — 0%
Net (loss)/income $ (4,878) $ (623) $ 4,255 (87%)

Net Revenues

Net revenues were approximately $17.5 million for the three months ended September 30, 2021, compared with approximately $6.6 million for the same
period in 2020, with the increase attributable primarily to RT-PCR COVID-19 testing. Revenues for the three months ended September 30, 2021 included
$17.4 million in commercial revenues, with $16.5 million attributable to RT-PCR COVID-19 testing, $34,000 in development services test revenue and
$71,000 in revenue for distributed products, Target Selector™ RUO kits, CEE-Sure® blood collection tubes and payments from Aegea for services
associated with the development of a COVID-19 assay. Revenues for the three months ended September 30, 2020 included $6.4 million in commercial test
revenue, which includes $5.7 million attributable to RT-PCR COVID-19 testing, $47,000 in development services test revenue and $154,000 in revenue for
distributed products, Target Selector™ RUO kits, CEE-Sure® blood collection tubes and payments from Aegea Bioscience for services associated with the
development of a COVID-19 assay. The increase in net revenues is due to an increase in overall accession volumes, which is attributable to the COVID-19
testing business, which was launched during the second quarter of 2020, resulting in approximately 47,000 and 152,000 delivered accessions during the
quarter ended September 30, 2020 and 2021, respectively.

The net estimated revenue per commercial accession delivered during the three months ended September 30, 2021 was $114, based on 152,796 commercial
accessions delivered, while during the three months ended September 30, 2020 it was approximately $133, based on 48,109 commercial accessions
delivered. The decrease in net revenue per commercial accessions delivered was primarily due to lower payor reimbursement rates recorded on our
COVID-19 testing business.
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The following table sets forth certain information regarding commercial accessions received during the three months ended September 30, 2020 and 2021:

Three months ended September 30, Change
2020 2021 #/$ %
# Commercial accessions delivered 48,109 152,796 104,687 218%
$ Value estimated per commercial accession delivered — $ 133§ 114  $ (19) (14%)

Additionally, overall development revenues stayed relatively flat as compared to the same period in the prior year. The net revenue per accession decreased
primarily due to the lower average number of biomarkers ordered per test during period as compared to the same period in the prior year as follows:

Three months ended September 30, Change
2020 2021 #/$ %
# Development services accessions delivered 113 120 7 6%
$ Value per development services accession delivered ~ $ 412 $ 284 $ (128) (31%)

Costs and Expenses

Cost of Revenues. Cost of revenues was approximately $11,265,000 for the three months ended September 30, 2021, compared with approximately
$5,859,000 for the same period in 2020 representing an increase of $5,406,000, or 92% primarily resulting from increased revenues related to our RT-PCR
COVID-19 testing business. As we continue to leverage the fixed components of our costs, our cost of revenues as a percentage of net revenues decreased
by approximately 30% for the three months ended September 30, 2021 as compared to the same period in the prior year. Cost of revenues are comprised of,
but not limited to, expenses related to personnel costs, materials, shipping and other direct costs, as well as equipment depreciation and software
amortization expenses.

Research and Development Expenses. Research and development expenses were approximately $1,303,000 for the three months ended September 30,
2021, compared with approximately $1,088,000 for the same period in 2020, an increase of $215,000, or 20%. The increase is primarily due to higher
material and supply costs in the three months ended September 30, 2021 related to materials used in our laboratory to advance our research programs costs
as compared to the same period in the prior year. Research and development expenses are comprised of, but not limited to, personnel costs, material,
shipping and other direct costs, computer and laboratory equipment maintenance and facility related costs.

General and Administrative Expenses. General and administrative expenses were approximately $3,513,000 for the three months ended September 30,
2021, compared with approximately $3,023,000 during the same period in 2020, an increase of $490,000, or 16%. The increase was primarily due to
headcount additions and other costs related to COVID-19 testing. General and administrative expenses are comprised of, but not limited to, personnel costs,
facilities, depreciation, repairs and maintenance costs, stock-based compensation expenses, patent and legal costs, accounting and audit fees, as well as
insurance, office and other expenses.

Sales and Marketing Expenses. Sales and marketing expenses were approximately $1,938,000 for the three months ended September 30, 2021, compared
with approximately $1,434,000 for the same period in 2020, an increase of $504,000, or 35%. The increase was primarily attributable to higher sales
commissions due to higher revenues during the current period. Sales and marketing expenses are comprised of, but not limited to, personnel costs, which
include commissions, trade show and other marketing related expenses, as well as office and other costs.

Interest Expenses. Interest expenses were approximately $74,000 for the three months ended September 30, 2021 compared with approximately $60,000
for the same period in 2020, an increase of $14,000 or 23% reflecting interest recognized on leases initiated since the same period in the prior year.

Income Tax Expense
Over the past several years we have generated operating losses in all jurisdictions in which we may be subject to income taxes. As a result, we have
accumulated significant net operating losses and other deferred tax assets. Because of our history of losses and the uncertainty as to the realization of those

deferred tax assets, a full valuation allowance has been recognized. We do not expect to report a provision for income taxes until we have a history of
earnings, if ever, that would support the realization of our deferred tax assets.
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We have not completed a study to assess whether an ownership change has occurred or whether there have been multiple ownership changes since our
formation, due to the complexity and cost associated with such a study, and the fact that there may be additional ownership changes in the future, however,
we believe multiple ownership changes likely occurred. As a result, we have estimated that the use of our net operating loss is limited and the remaining net
operating loss carryforwards and research and development credits we estimate can be used in the future remain fully offset by a valuation allowance to
reduce the net asset to zero.

Results of Operations
Nine Months Ended September 30, 2020 and 2021

The following table sets forth certain information concerning our results of operations for the periods shown (dollars in thousands):

Nine months ended September 30, Change
2020 2021 $ %
Net revenues $ 8,950 $ 47273  $ 38,323 428%
Cost of revenues 11,324 27,733 16,409 145%
Research and development expenses 3,989 3,483 (506) (13%)
General and administrative expenses 6,839 9,884 3,045 45%
Sales and marketing expenses 4,233 5,806 1,573 37%
(Loss)/income from operations (17,435) 367 17,802 (102%)
Interest expense 172) (219) 47) 27%
Warrant inducement and other expenses (2,102) — 2,102 (100%)
(Loss)/income before income taxes (19,709) 148 19,857 (101%)
Income tax expense — — — 0%
Net (loss)/income $ (19,709) $ 148  $ 19,857 (101%)

Net Revenues

Net revenues were approximately $47.3 million for the nine months ended September 30, 2021 compared with approximately $9.0 million for the same
period in 2020, with the increase being attributable to significant RT-PCR COVID-19 testing volumes during the nine months ended September 30, 2021.

Revenues for the nine months ended September 30, 2021 included $47.0 million in commercial test revenue, which includes $45.5 million attributable to
RT-PCR COVID-19 testing, $107,000 in development services test revenue and $167,000 in revenue for Target Selector™ RUQ kits, CEE-Sure blood
collection tubes and payments from Aegea Bioscience for services associated with the development of a COVID-19 assay. Commercial revenues for the
nine months ended September 30, 2021 were reduced by $1.1 million as a result of an increase in reserves for aged accounts receivable balances. Revenues
for the nine months ended September 30, 2020 included $8.5 million in commercial test revenue, which included $5.7 million attributable to RT-PCR
COVID-19 testing, $145,000 in development services test revenue and $261,000 in revenue for Target Selector™ RUO kits, CEE-Sure blood collection
tubes and payments from Aegea Bioscience for services associated with the development of a COVID-19 assay. The increase in net revenues is due to an
increase in overall accession volumes, which is attributable to the COVID-19 testing business which was launched by the Company during the second
quarter of 2020, which resulted in 47,000 and 395,000 billed accessions from RT-PCR COVID-19 testing during the nine months ended September 30,
2020 and 2021, respectively.

The net estimated revenue per commercial accession delivered during the nine months ended September 30, 2021 was $118, based on 398,197 commercial
accessions delivered, while during the nine months ended September 30, 2020 it was approximately $170, based on 50,140 commercial accessions

delivered.

The following table sets forth certain information regarding commercial accessions delivered during the nine months ended September 30, 2020 and 2021.

Nine months ended September 30, Change
2020 2021 #/$ %
# Commercial accessions delivered 50,140 398,197 348,057 694 %
$ Value estimated per commercial accession delivered  $ 170  $ 118 $ (52) (31%)
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Additionally, overall development revenues stayed relatively flat as compared to the same period in the prior year. The net revenue per development
services accession decreased primarily due to the lower average number of biomarkers ordered per test during period as compared to the same period in the
prior year as follows.

Nine months ended September 30, Change
2020 2021 #/$ %
# Development services cases delivered 353 355 2 1%
$ Value per development services accession delivered — $ 412 $ 301 $ (111) (27%)

Costs and Expenses

Cost of Revenues. Cost of revenues was approximately $27,733,000 for the nine months ended September 30, 2021, compared with approximately
$11,324,000 for the same period in 2020 representing an increase of $16,409,000, or 145%, primarily resulting from increased revenues related to our RT-
PCR COVID-19 testing business. As we continue to leverage the fixed components of our costs, our cost of revenues as a percentage of net revenues
decreased by approximately 70% for the nine months ended September 30, 2021 as compared to the same period in the prior year. Cost of revenues are
comprised of, but not limited to, expenses related to personnel costs, materials, shipping and other direct costs, as well as equipment depreciation and
software amortization expenses.

Research and Development Expenses. Research and development expenses were approximately $3,483,000 for the nine months ended September 30, 2021,
compared with approximately $3,989,000 for the same period in 2020, a decrease of $506,000, or 13%. The decrease was primarily attributable to lower
facilities and cost of revenue allocations to research of development during the nine months ended September 30, 2021. Research and development
expenses are comprised of, but not limited to, personnel costs, material, shipping and other direct costs, computer and laboratory equipment maintenance
and facility related costs.

General and Administrative Expenses. General and administrative expenses were approximately $9,884,000 for the nine months ended September 30,
2021, compared with approximately $6,839,000 during the same period in 2020, an increase of $3,045,000, or 45%. The increase was primarily due to
headcount additions and other costs related to COVID-19 testing. General and administrative expenses are comprised of, but not limited to, personnel costs,
facilities, depreciation, repairs and maintenance costs, stock-based compensation expenses, patent and legal costs, accounting and audit fees, as well as
insurance, office and other expenses.

Sales and Marketing Expenses. Sales and marketing expenses were approximately $5,806,000 for the nine months ended September 30, 2021 compared
with approximately $4,233,000 for the same period in 2020, an increase of $1,573,000, or 37%. The increase was primarily attributable to higher sales
commissions due to higher revenues during the current period. Sales and marketing expenses are comprised of, but not limited to, personnel costs, which
include commissions, trade show and other marketing related expenses, as well as office and other costs.

Interest Expenses. Interest expenses were approximately $219,000 for the nine months ended September 30, 2021, compared with approximately $172,000
for the same period in 2020, an increase of $47,000, or 27%, primarily reflecting interest recognized on leases initiated since the same period in the prior
year.

Warrant Inducement and Other Expenses. There was no warrant inducement expense recognized in the nine months ended September 30, 2021 compared
to approximately $2,102,000 for the same period in 2020. Warrant inducement expense was recognized in the first quarter of 2020 related to the fair value
of the inducement warrants issued in January 2020 and warrant modification costs.

Income Tax Expense

Over the past several years we have generated operating losses in all jurisdictions in which we may be subject to income taxes. As a result, we have
accumulated significant net operating losses and other deferred tax assets. Because of our history of losses and the uncertainty as to the realization of those
deferred tax assets, a full valuation allowance has been recognized. We do not expect to report a provision for income taxes until we have a history of
earnings, if ever, that would support the realization of our deferred tax assets.

We have not completed a study to assess whether an ownership change has occurred or whether there have been multiple ownership changes since our
formation, due to the complexity and cost associated with such a study, and the fact that there may be additional ownership changes in the future, however,
we believe multiple ownership changes likely occurred. As a result, we have estimated that the use of our net operating losses is limited and the remaining
net operating loss carryforwards and research and development credits we estimate can be used in the future remain fully offset by a valuation allowance to
reduce the net asset to zero.
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Liquidity and Capital Resources
Cash Flows
Our net cash flow from operating, investing and financing activities for the periods below were as follows (dollars in thousands):

Nine months ended September 30,

2020 2021
Cash provided by/ (used in):
Operating activities $ (18,684) $ 2,127
Investing activities (64) (982)
Financing activities 26,305 12,185
Net increase in cash $ 7,557  $ 13,330

Cash Used in Operating Activities. Net cash provided by operating activities was $2.1 million for the nine months ended September 30, 2021, compared to
net cash used in operating activities of $18.7 million for the same period in 2020. The net decrease in cash used was primarily related to revenues generated
from our COVID-19 testing business during the nine months ended September 30, 2021.

Cash Used in Investing Activities. Net cash used in investing activities of approximately $982,000 and $64,000 during the nine months ended September
30, 2021 and 2020, respectively, was related to purchases of fixed assets used in our laboratory operations.

Cash Provided by Financing Activities. Net cash provided by financing activities was $12.2 million for the nine months ended September 30, 2021,
compared to net cash provided by financing activities of $26.3 million for the same period in 2020. Our primary sources of cash from financing activities
during the nine months ended September 30, 2021 consisted of $13.5 million in net proceeds from our sale of common stock through our at-the-market
equity facility, partially offset by $911,000 of payments related to finance leases for equipment used in our laboratory operations, and $412,000 of
payments related to supplier and other third-party financing transactions. Our primary sources of cash from financing activities during the nine months
ended September 30, 2020 consisted of $660,000 in net proceeds from exercise of overallotment warrants from the December 2019 warrants in January
2020, net proceeds of $24.2 million from our sale of common stock in three equity financing transactions in March and April 2020, and $2.4 million in
proceeds from exercise of common stock warrants. Net proceeds from financing transactions were partially offset by $0.5 million of principal payments
made on finance leases and indebtedness.

Liquidity, Capital Resources and Expenditure Requirements

We expect to continue to incur substantial operating losses in the future. We expect that we will use the net proceeds from our sale of equity securities, if
any, cash received from the licensing of our technology, if any, and our revenues from operations to hire sales and marketing personnel, support increased
sales and marketing activities, fund further research and development, clinical utility studies and future enhancements of our assays, acquire equipment,
implement automation and scale our capabilities to prepare for significant assay volume, for general corporate purposes and to fund ongoing operations and
the expansion of our business, including the increased costs associated with expanded commercial activities. We may also use the net proceeds from our
sale of equity securities, if any, cash received from the licensing of our technology, if any, and our revenues from operations to acquire or invest in
businesses, technologies, services or products, although we do not have any current plans to do so.

During the nine months ended September 30, 2021, we received net cash proceeds of approximately $13.5 million from the sales of 3,266,032 shares of our
common stock at a weighted average sale price of $4.32 per share, using the Company’s at-the-market equity facility initiated in May 2021.

As of September 30, 2021, our cash totaled $27.7 million. The COVID-19 testing revenue during 2020 and through the third quarter of 2021, has provided
us with increased levels of cash inflows from operations, and it is expected to continue, albeit at lower and declining levels, throughout at least the next
twelve months. As a result, we believe that based on our current and planned cash usage, along with current COVID-19 testing revenues, our cash balances
will support our operations through the fourth quarter of 2022. As such, we determined that it is not probable based on projected cash flows that substantial
doubt about our ability to continue as a going concern exists for the one-year period following the date that the financial statements for the three and nine
months ended September 30, 2021 were issued. The COVID-19 pandemic continues to evolve, and the extent to which COVID-19 may impact the
Company’s business will depend on future developments, which are highly uncertain and cannot be predicted with confidence, such as the ultimate
geographic spread of the disease, the duration of the outbreak, travel restrictions and social distancing in the United States and other countries, business
closures or business disruptions, and the effectiveness of actions taken in the United States and other countries to contain and treat the disease. While the
Company experienced increased revenue levels in 2020 and 2021 related to its COVID-19 testing business
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and attained net income for the first time in its operating history in the fourth quarter in 2020, and then again in the first and third quarter in 2021, these
results are not expected to be indicative of future results as the COVID-19 pandemic subsides.

In May 2020, the SEC declared effective a shelf registration statement filed by us. The shelf registration statement allows us to issue any combination of
our common stock, preferred stock, debt securities and warrants from time to time for an aggregate initial offering price of up to $100.0 million.

In May 2021, we entered into a Controlled Equity OfferingSM Sales Agreement (the “Sales Agreement”) with Cantor Fitzgerald & Co. (the “Sales Agent”),
under which we may issue and sell from time to time up to $25,000,000 of our common stock through or to the Sales Agent, as sales agent or principal.
Any sale of shares of our common stock under the Sales Agreement will be made under our shelf registration statement on Form S-3, which was declared
effective by the SEC in May 2020. Sales of our common stock under the Sales Agreement are made at market prices by any method that is deemed to be an
“at the market offering” as defined in Rule 415(a)(4) under the Securities Act of 1933, as amended. Each time we wish to issue and sell common stock
under the Sales Agreement, we notify the Sales Agent of the number of shares to be issued, the dates on which such sales are anticipated to be made and
any minimum price below which sales may not be made. Once we have so instructed the Sales Agent, unless the Sales Agent declines to accept the terms
of the notice, the Sales Agent has agreed to use its commercially reasonable efforts consistent with its normal trading and sales practices to sell such shares
up to the amount specified on such terms. The obligations of the Sales Agent under the Sales Agreement to sell our common stock are subject to a number
of conditions that we must meet. The Sales Agent is entitled to compensation from us at a fixed commission rate equal to 3.0% of the gross sales price per
share of any common stock sold under the Sales Agreement. During the nine months ended September 30, 2021, we sold and issued 3,266,032 shares of
our common stock at a weighted average purchase price of $4.32 under the Sales Agreement and received net cash proceeds of approximately $13.5
million after deducting sales agent commissions. As of September 30, 2021, $10.9 million of our common stock remained available for sale under the Sales
Agreement.

We expect that we will need additional financing to execute on our current or future business strategies beyond the next twelve months. Until we can
generate significant cash from operations, including assay revenues, we expect to continue to fund operations with the proceeds from offerings of our
equity securities or debt, or transactions involving product development, technology licensing or collaboration. For example, we have an effective shelf
registration statement on file with the SEC which allows us to issue any combination of our common stock, preferred stock, debt securities and warrants
from time to time until expiration in May 2023. The specific terms of additional future offerings, if any, under this shelf registration statement would be
established at the time of such offerings. We can provide no assurances that any sources of a sufficient amount of financing will be available to us on
favorable terms, if at all. If we are unable to raise a sufficient amount of financing in a timely manner, we would likely need to scale back our general and
administrative activities and certain of our research and development activities. Our forecast pertaining to our current financial resources and the costs to
support our general and administrative and research and development activities are forward-looking statements and involve risks and uncertainties. Actual
results could vary materially and negatively as a result of a number of factors, including:

. the impact of the COVID-19 pandemic on our business;

. our ability to secure financing and the amount thereof;

. the costs of operating and enhancing our laboratory facilities;

. the costs of developing our anticipated internal sales and marketing capabilities;

. the scope, progress and results of our research and development programs, including clinical utility studies;

. the scope, progress, results, costs, timing and outcomes of the clinical utility studies for our diagnostic assays;

. our ability to manage the costs for manufacturing our microfluidic channels;

. the costs of maintaining, expanding and protecting our intellectual property portfolio, including potential litigation costs and liabilities;

. our ability to obtain adequate reimbursement from governmental and other third-party payers for our assays and services;

. the costs of additional general and administrative personnel, including accounting and finance, legal and human resources, as a result of

becoming a public company;
. our ability to collect revenues; and
. other risks discussed in our other filings with the SEC.
We may raise additional capital to fund our current operations and to fund expansion of our business to meet our long-term business objectives through
public or private equity offerings, debt financings, borrowings or strategic partnerships coupled with an investment in our company or a combination

thereof. If we raise additional funds through the issuance of convertible debt securities, or other debt securities, these securities could be secured and could
have rights senior to those of our common stock. In addition, any new debt incurred

39



by us could impose covenants that restrict our operations. The issuance of any new equity securities will also dilute the interest of our current stockholders.
Given the risks associated with our business, including our unprofitable operating history and our ability or inability to develop additional assays,
additional capital may not be available when needed on acceptable terms, or at all. If adequate funds are not available, we will need to curb our expansion
plans or limit our research and development activities, which would have a material adverse impact on our business prospects and results of operations.

Off-Balance Sheet Arrangements
We have not engaged in any off-balance sheet arrangements as defined in Item 303(a)(4) of Regulation S-K.
Critical Accounting Policies and Significant Judgments and Estimates

For a discussion of accounting policies that we consider critical to our business operations and understanding of our results of operations, and that affect the
more significant judgments and estimates used in the preparation of our financial statements, please see the information listed in Part II, Item 7,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical Accounting Policies and Significant Judgments and
Estimates” contained in our Annual Report on Form 10-K for the year ended December 31, 2020. There have been no material changes to our critical
accounting policies and estimates from the information provided in our Annual Report on Form 10-K for the year ended December 31, 2020.

Item 3. Quantitative and Qualitative Disclosures about Market Risk
Not applicable.
Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures that are designed to ensure that information required to be disclosed in our periodic and current reports that
we file with the SEC is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms, and that such
information is accumulated and communicated to our management, including our principal executive officer and principal financial officer, as appropriate,
to allow timely decisions regarding required disclosure. In designing and evaluating the disclosure controls and procedures, management recognized that
any controls and procedures, no matter how well designed and operated, can provide only reasonable and not absolute assurance of achieving the desired
control objectives. In reaching a reasonable level of assurance, management necessarily was required to apply its judgment in evaluating the cost-benefit
relationship of possible controls and procedures. In addition, the design of any system of controls also is based in part upon certain assumptions about the
likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future conditions;
over time, control may become inadequate because of changes in conditions, or the degree of compliance with policies or procedures may deteriorate.
Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and not be detected.

We carried out an evaluation, under the supervision and with the participation of our management, including our principal executive officer and principal
financial officer, of the effectiveness of the design and operation of our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e)
under the Exchange Act, as of September 30, 2021. Based on this evaluation, our principal executive officer and principal financial officer concluded that
our disclosure controls and procedures were not effective at the reasonable assurance level as of September 30, 2021 due to the material weakness in
internal control over financial reporting described below.

Changes in Internal Control Over Financial Reporting

An evaluation was also performed under the supervision and with the participation of our management, including our principal executive officer and
principal financial officer, of any change in our internal control over financial reporting that occurred during our last fiscal quarter and that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting. That evaluation did not identify any changes in our
internal control over financial reporting that occurred during the three months ended September 30, 2021 that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.
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Material Weakness in Internal Control Over Financial Reporting

A material weakness, as defined in Rule 12b-2 under the Exchange Act, is a deficiency, or a combination of deficiencies, in internal control over financial
reporting, such that there is a reasonable possibility that a material misstatement of a company’s annual or interim financial statements will not be
prevented or detected on a timely basis.

As discussed in Note 13 to this Amendment No. 1, we determined that our review control over the completeness and accuracy of our accounts payable did
not operate effectively, resulting in a material error in the financial statements. We determined the errors were the result of the following deficiency in
internal control over financial reporting:

1. The operating effectiveness of our internal controls to timely identify and report all of our outstanding invoices and potential unrecorded
liabilities.

We assessed whether there was a reasonable possibility that a material misstatement would not have been prevented or detected on a timely basis as a result
of the above control deficiency. The control deficiency resulted in a material error in our accounts payable and in the calculation of net income/(loss)
previously disclosed in the Original Form 10-Q. Based on these factors, we concluded that the deficiency noted above rises to the level of a material
weakness.

Remediation of Material Weakness

Management has engaged a “Big Four” accounting firm under an advisory engagement to be conducted under the AICPA Standards for Consulting
Services to assist management with their internal controls review.

We are committed to maintaining a strong internal control environment and implementing measures to ensure that the control deficiency identified above is
remediated as soon as possible. Management is in the process of implementing a remediation plan, which includes steps to design and implement new
controls and expand the review of any potential unrecorded liabilities. The remediation actions are being monitored by the Audit Committee of our Board
of Directors.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

None.

Item 1A. Risk Factors

RISK FACTOR SUMMARY

Below is a summary of the material factors that make an investment in our common stock speculative or risky. This summary does not address all of the
risks that we face. Additional discussion of the risks summarized in this risk factor summary, and other risks that we face, can be found below under the
heading “Risk Factors” and should be carefully considered, together with other information in this Amendment No. 1 and our other filings with the SEC
before making investment decisions regarding our common stock.

We are an early-stage molecular oncology diagnostics company with a history of net losses; we expect to incur net losses in the future, and we
may never achieve sustained profitability.

We need to raise additional capital to continue as a going concern.

If we are unable to increase sales of our current products, assays and services or successfully develop and commercialize other products,
assays and services, our revenues will be insufficient for us to achieve profitability.

If we cannot develop products, assays and services to keep pace with rapid advances in technology, medicine and science, our operating
results and competitive position could be harmed.

If our sole laboratory facility becomes damaged or inoperable, or we are required to vacate the facility, our ability to sell and provide our
products and diagnostic assays and pursue our research and development efforts may be jeopardized.

Our business is subject to risks arising from pandemic and epidemic diseases, such as the COVID-19 pandemic.

We expect to continue to incur significant expenses to develop and market products and diagnostic assays, which could make it difficult for us
to achieve and sustain profitability.

Clinical utility studies are important in demonstrating to both customers and payers an assay’s clinical relevance and value. If we are unable to
identify collaborators willing to work with us to conduct clinical utility studies, or the results of those studies do not demonstrate that an assay
provides clinically meaningful information and value, commercial adoption of such assay may be slow, which would negatively impact our
business.

The loss of key members of our executive management team could adversely affect our business.

Our failure to continue to attract, hire and retain a sufficient number of qualified sales professionals would hamper our ability to increase
demand for our products and diagnostic assays, to expand geographically and to successfully commercialize any other products or assays we
may develop.

We depend on third parties for the supply of blood samples and other biological materials that we use in our research and development efforts.
If the costs of such samples and materials increase or our third-party suppliers terminate their relationship with us, our business may be
materially harmed.

We currently rely on third-party suppliers for our BCTs, shipping kits, and critical materials needed to perform our current assays, as well as
our planned future products, assays and services, and any problems experienced by them could result in a delay or interruption of their supply
to us.

Our commercial success could be compromised if hospitals or other clients do not pay our invoices or if third-party payers, including
managed care organizations and Medicare, do not provide coverage and reimbursement, breach, rescind or modify their contracts or
reimbursement policies or delay payments for our current assays and our planned future assays.

We expect to depend on Medicare and a limited number of private payers for a significant portion of our revenues and if these or other payers
stop providing reimbursement or decrease the amount of reimbursement for our current assays and our planned future assays, our revenues
could decline.

Because of certain Medicare billing policies, we may not receive complete reimbursement for assays provided to Medicare patients. Medicare
reimbursement revenues are an important component of our business model, and private payers sometimes look to Medicare determinations
when making their own payment determinations; therefore, incomplete or inadequate reimbursement from Medicare would negatively affect
our business.
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. Long payment cycles of Medicare, Medicaid and/or other third-party payers, or other payment delays, could hurt our cash flows and increase
our need for working capital.

. If we were required to conduct additional clinical studies or trials before continuing to offer assays that we have developed or may develop as
LDTs, those studies or trials could lead to delays or failure to obtain necessary regulatory approval, which could cause significant delays in
commercializing any future products and harm our ability to achieve sustained profitability.

. If we are unable to maintain effective proprietary rights for our products or services, we may not be able to compete effectively in our
markets.
. If we fail to maintain proper and effective internal control over financial reporting, our ability to produce accurate financial statements on a

timely basis could be impaired and our public reporting may be unreliable.

RISK FACTORS

An investment in shares of our common stock involves a high degree of risk. You should carefully consider the following risk factors, as well as the other
information contained elsewhere in this report, before deciding whether to purchase, hold or sell shares of our common stock. The occurrence of any of the
following risks could harm our business, financial condition, results of operations and/or growth prospects or cause our actual results to differ materially
from those contained in forward-looking statements we have made in this report and those we may make from time to time. You should consider all of the
risk factors described when evaluating our business. We have marked with an asterisk (*) those risk factors that reflect changes from the risk factors
included in our Annual Report on Form 10-K for the year ended December 31, 2020 filed with the Securities and Exchange Commission on March 31,
2021.

Risks Relating to Our Financial Condition and Capital Requirements

*We are an early-stage molecular oncology diagnostics company with a history of net losses; we expect to incur net losses in the future, and we may
never achieve sustained profitability.

We have historically incurred substantial net losses, including a net loss of $17.8 million for the year ended December 31, 2020. While for the first time in
our operating history we have generated net income in the fourth quarter of 2020 and also had net income in the first quarter of 2021, both from our
revenues from COVID-19 testing, it is expected that once the COVID-19 pandemic subsides, that we will continue to incur net losses and negative cash
flows from operations for the foreseeable future. At September 30, 2021, our accumulated deficit was approximately $263.4 million. Before 2008, we were
pursuing a business plan relating to fetal genetic disorders and other fields, all of which were unrelated to cancer diagnostics. The portion of our
accumulated deficit that relates to the period from inception through December 31, 2007 is approximately $66.5 million.

We expect our losses to continue as a result of costs relating to our laboratory operations as well as increased sales and marketing costs and ongoing
research and development expenses. These losses have had, and will continue to have, an adverse effect on our working capital, total assets and
stockholders’ equity. Because of the numerous risks and uncertainties associated with our commercialization efforts, we are unable to predict when we will
become profitable, and we may never become profitable. Even if we do achieve profitability, we may not be able to sustain or increase profitability on a
quarterly or annual basis. Our inability to achieve and then maintain profitability would negatively affect our business, financial condition, results of
operations and cash flows.

*We need to raise additional capital to continue as a going concern.

We expect to continue to incur losses for the foreseeable future and will have to raise additional capital to fund our planned operations and to meet our
long-term business objectives. However, the COVID-19 testing revenue during 2020 and through the third quarter of 2021, has provided the Company with
increased levels of cash inflows from operations, and it is expected to continue, albeit at lower and declining levels, throughout at least the next twelve
months. Until we can generate significant cash from operations, including product and assay revenues, we expect to continue to fund our operations with
the proceeds from offerings of our equity securities or debt, or transactions involving product development, technology licensing or collaboration. We can
provide no assurances that any sources of a sufficient amount of financing will be available to us on favorable terms, if at all. General market conditions
resulting from ongoing issues arising from the COVID-19 pandemic, as well as market conditions affecting companies in the life sciences industry in
general, may make it difficult for us to obtain financing from the capital markets on attractive terms, or at all. Failure to raise additional capital in sufficient
amounts would significantly impact our ability to continue as a going concern. The actual amount of funds that we will need and the timing of any such
investment will be determined by many factors, some of which are beyond our control.
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Risks Relating to Our Business and Strategy

If we are unable to increase sales of our current products, assays and services or successfully develop and commercialize other products, assays and
services, our revenues will be insufficient for us to achieve profitability.

We currently derive substantially all of our revenues from sales of diagnostic assays. We began offering our assays through our Clinical Laboratory
Improvement Amendments of 1988, or CLIA, certified, College of American Pathologists, or CAP accredited, and state-licensed laboratory in 2014.
Additionally, the sale of our proprietary blood collection tubes, or BCTs commenced in June 2018, which allow for the intact transport of liquid biopsy
samples for research use only, or RUO, from regions around the world. We are in varying stages of research and development for other products and
diagnostic assays that we may offer. If we are unable to increase sales of our existing products and diagnostic assays or successfully develop and
commercialize other products and diagnostic assays, we will not produce sufficient revenues to become profitable.

If we are unable to execute our sales and marketing strategy for our products and diagnostic assays and are unable to gain acceptance in the market,
we may be unable to generate sufficient revenue to sustain our business.

We are an early-stage molecular oncology diagnostics company and have engaged in only limited sales and marketing activities for the diagnostic assays
we currently offer through our CLIA-certified, CAP accredited, and state-licensed laboratory. To date, our revenue has been insufficient to fund operations.

Although we believe that our current assays and our planned future assays, our molecular kits as well as our blood and viral collection tube product,
represent a promising commercial opportunity, our products or assays may never gain significant acceptance in the marketplace and therefore may never
generate substantial revenue or profits for us. We will need to establish a market for our products and diagnostic assays and build that market through
physician education, awareness programs and the publication of clinical trial results. Gaining acceptance in medical communities requires, among other
things, publications in leading peer-reviewed journals of results from studies using our current products, assays and services and/or our planned future
products, assays and services. The process of publication in leading medical journals is subject to a peer review process and peer reviewers may not
consider the results of our studies sufficiently novel or worthy of publication. Failure to have our studies published in peer-reviewed journals would limit
the adoption of our current products, assays and services and our planned future products, assays and services.

Our ability to successfully market the products and diagnostic assays that we have developed, and may develop in the future, will depend on numerous
factors, including:

. conducting clinical utility studies of such assays in collaboration with key thought leaders to demonstrate their use and value in important
medical decisions such as treatment selection;

. whether our current or future partners, vigorously support our offerings;

. the success of our sales force;

. whether healthcare providers believe such diagnostic assays provide clinical utility;

. whether the medical community accepts that such diagnostic assays are sufficiently sensitive and specific to be meaningful in-patient care and

treatment decisions;

. our ability to continually source raw materials, BCTs, shipping kits and other products that we sell or consume in our manufacturing process
that are of sufficient quality and supply;

. our ability to continue to fund planned sales and marketing activities; and
. whether private health insurers, government health programs and other third-party payers will adopt liquid biopsy-based assays in their

guidelines, or cover such diagnostic assays and, if so, whether they will adequately reimburse us.

The COVID-19 pandemic may also increase the risk of certain of the events described above and delay our development timelines. Failure to achieve
widespread market acceptance of our current products, assays and services, as well as our planned future products, assays and services, would materially
harm our business, financial condition and results of operations.

If we cannot develop products, assays and services to keep pace with rapid advances in technology, medicine and science, our operating results and
competitive position could be harmed.

In recent years, there have been numerous advances in technologies relating to the diagnosis and treatment of cancer. Several new cancer drugs have been
approved, and a number of new drugs in clinical development may increase patient survival time. There have
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also been advances in methods used to identify patients likely to benefit from these drugs based on analysis of biomarkers. We must continuously develop
new products and diagnostic assays and enhance any existing products, assays and services to keep pace with evolving standards of care. Our current
products, assays and services and our planned future products, assays and services could become obsolete unless we continually innovate and expand them
to demonstrate benefit in the diagnosis, monitoring or prognosis of patients with cancer. New cancer therapies typically have only a few years of clinical
data associated with them, which limits our ability to develop products and diagnostic assays based on, for example, biomarker analysis related to the
appearance or development of resistance to those therapies. If we cannot adequately demonstrate the applicability of our current products, assays and
services and our planned future products, assays and services to new treatments, by incorporating important biomarker analysis, sales of our products,
assays and services could decline, which would have a material adverse effect on our business, financial condition and results of operations. The COVID-
19 pandemic may also increase the risk of certain of the events described above and delay our development timelines.

If our current products, assays and services and our planned future products, assays and services do not continue to perform as expected, our operating
results, reputation and business will suffer.

Our success depends on the market’s confidence that we can continue to provide reliable, high-quality products and assay results. We believe that our
customers are likely to be particularly sensitive to product or assay defects and errors. As a result, the failure of our current or planned future products or
assays to perform as expected, including with respect to our ability to maintain the sensitivity, specificity, concordance or reproducibility of such assays,
would significantly impair our reputation and the public image of our products and cancer assays, and we may be subject to legal claims arising from any
defects or errors. This could also impact our ability to get paid or the amount we are paid.

If our sole laboratory facility becomes damaged or inoperable, or we are required to vacate the facility, our ability to sell and provide our products and
diagnostic assays and pursue our research and development efforts may be jeopardized.

We currently derive our revenues from our diagnostic assays conducted in our CLIA-certified, CAP accredited, and state-licensed laboratory. We do not
have any clinical reference laboratory facilities other than our facility in San Diego, California. We completed the process of moving our operations and
equipment to our new laboratory facility in San Diego in December 2020. Our new facilities and equipment could be harmed or rendered inoperable by
natural or man-made disasters, including fire, earthquake, flooding and power outages, which may render it difficult or impossible for us to sell our
products or perform our diagnostic assays for some period of time. The inability to sell our current or planned future products, or to perform our current
assays and our planned future assays, or the backlog of assays that could develop if our facility is inoperable for even a short period of time, may result in
the loss of customers or harm to our reputation or relationships with scientific or clinical collaborators, and we may be unable to regain those customers or
repair our reputation in the future. Furthermore, our facilities and the equipment we use to perform our research and development work could be costly and
time-consuming to repair or replace.

The San Diego area periodically experiences serious fires and power outages and is considered to lie in an area with earthquake risk.

Additionally, a key component of our research and development process involves using biological samples as the basis for our diagnostic assay
development. In some cases, these samples are difficult to obtain. If the parts of our current or future laboratory facility where we store these biological
samples were damaged or compromised, our ability to pursue our research and development projects, as well as our reputation, could be jeopardized. We
carry insurance for damage to our property and the disruption of our business, but this insurance may not be sufficient to cover all of our potential losses
and may not continue to be available to us on acceptable terms, if at all.

Further, if our current or future CLIA-certified, CAP accredited, and state-licensed laboratory becomes inoperable or unqualified in any way we may not be
able to license or transfer our technology to another facility with the necessary qualifications, including state licensure and CLIA certification, under the
scope of which our current assays and our planned future assays could be performed. Even if we find a facility with such qualifications to perform our
assays, it may not be available to us on commercially reasonable terms.

*Qur business is subject to risks arising from pandemic and epidemic diseases, such as the COVID-19 pandemic.

A pandemic, including COVID-19 or other public health epidemic, poses the risk that we or our employees, contractors, suppliers, courier delivery services
and other partners may be prevented from conducting business activities for an indefinite period of time, including due to spread of the disease within these
groups or due to shutdowns that may be requested or mandated by governmental authorities. The continued spread of COVID-19 and the measures taken
by state and local governments could disrupt the supply chain of material needed for our assays, interrupt our ability to receive samples, impair our ability
to perform or deliver the results from our tests, impede patient movement or interrupt healthcare services causing a decrease in test volumes, delay
coverage decisions from Medicare and third party payers, delay ongoing and planned clinical trials involving our tests and have a material adverse effect on
our business, financial condition and results of operations. We estimate that the COVID-19 pandemic led to an approximate 15 to 25%
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decline in oncology commercial volume from current customers for the year ended December 31, 2020, and also impacted opportunities for us to gain new
customers due to the temporary closing of many physician offices and labs. Beginning the week of March 16, 2020, much of our workforce began working
from home either all or substantially all of the time, except for staff in our clinical laboratory and manufacturing operations. The ongoing COVID-19
pandemic has resulted in a number of restrictions to reduce the spread of the disease, including executive orders in California, and several other state and
local orders across the country, which, among other things, directed individuals to shelter at their places of residence, directed schools, businesses and
governmental agencies to cease non-essential operations at physical locations, prohibited certain non-essential gatherings, and ordered cessation of non-
essential travel. In some places, these orders have been lifted whereas other locations continue to be subject to restrictions. The emergence of new variants
of the SARS-CoV-2 virus raises the possibility that recurring cycles of restrictions will be imposed in the future, notwithstanding vaccination efforts. The
effects of state and local stay-at-home orders and our work-from-home policies may negatively impact productivity, disrupt our business and delay our
development programs and regulatory timelines and negatively impact our commercial activities, the magnitude of which will depend, in part, on the length
and severity of the restrictions and other limitations on our ability to conduct our business in the ordinary course. These and similar, and perhaps more
severe, disruptions in our operations due to the COVID-19 pandemic could negatively impact our business, operating results and financial condition.

The spread of COVID-19, which has caused a broad impact globally, may materially affect us economically. While the potential economic impact brought
by, and the duration of, the COVID-19 pandemic may be difficult to assess or predict, the pandemic continues to have the potential for disruption of global
financial markets. This disruption, if sustained or recurrent, could make it more difficult for us to access capital, which could negatively affect our liquidity.
In addition, a recession or market correction resulting from the spread of COVID-19 could materially affect our business and the value of our common
stock.

We are still in the midst of the COVID-19 pandemic. The ultimate impact of the COVID-19 pandemic or a similar health pandemic or epidemic is highly
uncertain and subject to change. We do not yet know the full extent of potential delays or impacts on our business, commercialization efforts, healthcare
systems or to the global economy as a whole. These effects could have a material impact on our financial condition and operations. We will continue to
monitor the COVID-19 situation closely.

*The successful development of a vaccine for COVID-19 may harm our RT-PCR COVID-19 testing business.

We launched our RT-PCR COVID-19 testing business during the second quarter of 2020. We have received more than 640,000 samples for processing
through our RT-PCR technology at our laboratory to date and we believe that performing highly accurate RT-PCR testing for COVID-19 will be an
important aspect of our business until the COVID-19 pandemic subsides. During the year ended December 31, 2020 and the first nine months of 2021, we
saw a significant increase in our net revenues due to our substantial COVID-19 testing volumes during that time. In early 2021, the FDA approved multiple
COVID-19 vaccines for administration to the public. As of the fourth quarter of 2021, children five and older are also eligible to receive a COVID-19
vaccine. The continued vaccination efforts and increase in immunization levels throughout the U.S. population will likely impact revenues generated by our
RT-PCR COVID-19 testing business, and we will lose much of the revenue generated related to COVID-19 testing once demand for such testing declines.
Our RT-PCR COVID-19 testing is done pursuant to an Emergency Use Authorization which will be revoked when the public health emergency is no longer
in effect, and we will no longer be able to offer the test under the EUA after such revocation.

*If we cannot compete successfully with our competitors, we may be unable to increase or sustain our revenues or achieve and sustain profitability.

Our principal competition comes from established molecular diagnostic clinical testing services and products, used by medical oncologists, neuro-
oncologists, surgical oncologists, urologists, pulmonologists, pathologists and other physicians, which are based on tumor tissue analysis. It may be
difficult to change established clinical practices and behavior of medical oncologists, neuro-oncologists, surgical oncologists, urologists, pulmonologists,
pathologists and other physicians to get them to adopt the use of our blood-based CTC and ctDNA assays, in their practices in conjunction with or instead
of molecular diagnostic tests from tissue biopsies.

Blood or liquid biopsy molecular tests based on CTC and ctDNA assays for oncology applications represent a new area of science and medicine and we

cannot predict what products or assays others will develop that may compete with or provide results similar or superior to the results we are able to achieve
with the products or assays we develop.
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We face competition from specialty oncology diagnostic companies that are conducting research and development to develop proprietary CTC or ctDNA
based assays and assay test panels for use in genomic profiling and monitoring solid tumor cancers. Competitors developing ctDNA bases assays and assay
panels include but are not limited to companies such as Guardant Health, Foundation Medicine, Tempus Laboratories, NeoGenomics, Invitae, Natera,
Inivata and Biodesix. EPIC Sciences, Menarini Silicon Biosystems and Angle PLC offer CTC-based assays. These companies, in addition to operating
research and development laboratories, have established CLIA-certified testing laboratories and have developed LDT (lab developed tests) that they
market directly to oncologists and pathologists. A few of these companies, like Guardant Health, have achieved FDA clearance for their proprietary
laboratory tests.

There are a number of national and regional specialty diagnostic companies, such as Caris Life Sciences and CSI, which are focused on the oncology
diagnostic market, who while not currently offering CTC or ctDNA assays are selling to oncologists and pathologists and could develop or offer ctDNA or
CTC or assays. In addition large laboratory services companies such as Quest and LabCorp which provide a broad array of cancer diagnostic assays and
testing services could also offer CTC or ctDNA based clinical testing services. In June 2021, we announced a collaboration with Quest Diagnostics to
provide laboratory testing services to Quest patients for our Target Selector NGS-based liquid biopsy targeted lung cancer panel. However, this
collaboration does not prevent Quest from offering or providing testing services that are competitive with our panel.

Another new area of science and medicine is CTC and ctDNA assays performed from cerebrospinal fluid (CSF) samples for neuro-oncology applications
and there is currently limited competition for our CSF-based CTC and ctDNA assays. There are no known specialty oncology diagnostic companies or
large laboratory services companies that offer CSF-based CTC and ctDNA tests for neuro-oncology applications as a standard commercial clinical testing
service. A few academic based pathology labs such as Memorial Sloan Kettering Cancer Center offer CSF-based testing mainly for research purposes.

There are a number of companies which are focused on the oncology diagnostic market, who while not currently offering CTC or ctDNA assays are selling
to the medical oncologists and pathologists and could develop or offer CTC or ctDNA assays. Large laboratory services companies such as Quest and
LabCorp provide more generalized cancer diagnostic assays and testing but could also offer a CTC or ctDNA assay service. Companies like Abbott,
Danaher and others could develop equipment or reagents in the future as well. Currently, companies like Streck, Roche and Exact Sciences offer BCTs, and
in the future, companies like Covidien, Beckton Dickinson, Thermo Fisher, and other large medical device companies may develop BCTs as well.

There are a number of life science technology companies that are focused on the oncology diagnostic market, such as Thermo Fisher Scientific, Illumina,
Abbott Molecular, Bio-Rad, Sysmex, Qiagen, and Roche Diagnostics, that are selling equipment and reagents kits for ctDNA assays and assay panels.
These companies compete with our ctDNA assay kit products and blood collection tubes. Menarini Silicon Biosystems sells equipment and reagents kits
for CTC assays. These companies market their products to specialty laboratories that offer molecular based testing for oncology applications, including
national reference laboratory, regional laboratories and pathology laboratories that are part of academic medical centers and hospital systems. These
laboratories may purchase these products and developed ctDNA and CTC based laboratory developed tests that are marketed to medical oncologists and
pathologists that compete with ou