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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

(Mark One)

x  Quarterly report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended June 30, 2014

or

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 001-36030

Marrone Bio Innovations, Inc.

(Exact name of registrant as specified in its charter)
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Delaware 20-5137161
(State or other jurisdiction of (LLR.S. Employer
Incorporation or organization) Identification No.)

2121 Second St. Suite A-107, Davis, CA 95618
(Address of principal executive offices and zip code)
(530) 750-2800

(Registrant s telephone number, including area code)

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 submitted electronically and posted on its corporate Web site, if any,
every Interactive Data File required to be submitted and posted 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 and
post such files). Yes x No ~

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

Large accelerated filer ~ Accelerated filer

Non-accelerated filer x (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x

Indicate the number of shares outstanding of each of the issuer s classes of common stock, as of the latest practicable
date.

Class Shares Outstanding at August 6, 2014
Common Stock, $0.00001 par value 24,399,088
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS (UNAUDITED)

MARRONE BIO INNOVATIONS, INC.
Condensed Consolidated Balance Sheets

(In Thousands, Except Par Value)

Assets

Current assets:

Cash and cash equivalents

Restricted cash, current portion
Short-term investments

Accounts receivable

Accounts receivable from related parties
Inventories, net

Prepaid expenses and other current assets

Total current assets

Property, plant and equipment, net
Restricted cash, less current portion
Other assets

Total assets

Liabilities and stockholders equity

Current liabilities:

Accounts payable

Accrued liabilities

Deferred revenue, current portion

Deferred revenue from related parties, current portion
Capital lease obligations, current portion

Debt, current portion

Total current liabilities

Deferred revenue, less current portion

Deferred revenue from related parties, less current portion
Capital lease obligations, less current portion

Debt, less current portion

Other liabilities

Table of Contents

JUNE 30,
2014
(Unaudited)

$ 57,630
3,325

249

4,110

490

12,501
1,768

80,073
18,485
1,560
899

$ 101,017

$ 5,185
3,511
537

1,836
340

11,409
1,043

886
22,090
577

DECEMBER 31,
2013

$ 24,455

13,677
6,215
903
11,666
1,737

58,653
9,420

806

$ 68,879

$ 4,460
4,380

1,209

131

1,401

157

11,738
744
628

1,134

12,280

571
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Total liabilities 36,005
Commitments and contingencies (Note 11)

Stockholders equity:

Preferred stock: $0.00001 par value; 20,000 shares authorized, no shares

issued or outstanding at June 30, 2014 and December 31, 2013

Common stock: $0.00001 par value; 250,000 shares authorized and 24,380

and 19,323 shares issued and outstanding at June 30, 2014 and

December 31, 2013, respectively

Additional paid in capital 191,079
Accumulated deficit (126,067)
Total stockholders equity 65,012
Total liabilities and stockholders equity $ 101,017

See accompanying notes.
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147,220
(105,436)
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68,879



Edgar Filing: MARRONE BIO INNOVATIONS INC - Form 10-Q

Table of Conten

MARRONE BIO INNOVATIONS, INC.
Condensed Consolidated Statements of Operations

(In Thousands, Except Per Share Amounts)

(Unaudited)
THREE MONTHS ENDED
JUNE 30,
2014 2013
Revenues:
Product $ 3414 $ 4,152
License 51 48
Related party 164 300
Total revenues 3,629 4,500
Cost of product revenues, including cost of product revenues
to related parties of $73 and $170 for the three months ended
June 30, 2014 and 2013, respectively, and $265 and $364 for
the six months ended June 30, 2014 and 2013, respectively 2,849 3,398
Gross profit 780 1,102
Operating expenses:
Research, development and patent 4,264 3,941
Selling, general and administrative 5,989 3,107
Total operating expenses 10,253 7,048
Loss from operations (9,473) (5,946)
Other income (expense):
Interest income 11
Interest expense (825) (2,285)
Change in estimated fair value of financial instruments 6,550
Gain on extinguishment of debt 49
Other income (expense), net (98) )
Total other income (expense), net 912) 4,307
Loss before income taxes (10,385) (1,639)
Income taxes
Net loss (10,385) (1,639)
Deemed dividend on convertible notes (1,378)
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SIX MONTHS
ENDED
JUNE 30,
2014 2013
$ 5511 $ 6525
96 96
812 609
6,419 7,230
4,501 5,193
1,918 2,037
8,546 7,224
12,319 5,954
20,865 13,178
(18,947)  (11,141)
21 1
(1,598) (4,270)
2,987
49
(107) (14)
(1,684) (1,247)
(20,631)  (12,388)
(20,631)  (12,388)
(1,378)
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Net loss attributable to common stockholders $ (10,385 $ (3,017) $ (20,631) $ (13,766)
Net loss per common share:

Basic $ 0500 $ (236) $ (1.02) $ (10.81)
Diluted $ (0.50) $ 2.67) $ (1.02) $ (10.81)

Weighted-average shares outstanding used in computing net

loss per common share:

Basic 20,775 1,277 20,150 1,273
Diluted 20,775 1,347 20,150 1,273

See accompanying notes.
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MARRONE BIO INNOVATIONS, INC.

Condensed Consolidated Statements of Comprehensive Loss

(In Thousands)
(Unaudited)
SIX MONTHS
THREE MONTHS ENDED ENDED
JUNE 30, JUNE 30,
2014 2013 2014 2013
Net loss $ (10,385) $ (1,639) $ (20,631) $ (12,388)
Other comprehensive loss
Comprehensive loss $ (10,385 $ (1,639 $ (20,631) $ (12,388)

See accompanying notes.
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MARRONE BIO INNOVATIONS, INC.

Condensed Consolidated Statements of Cash Flows

(In Thousands)

(Unaudited)

Cash flows from operating activities

Net loss

Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization

Loss on disposal of equipment

Share-based compensation

Non-cash interest expense

Change in estimated fair value of financial instruments

Gain on extinguishment of debt

Amortization of investment securities premiums/discounts, net
Net changes in operating assets and liabilities:

Accounts receivable

Accounts receivable from related parties

Inventories

Prepaid expenses and other assets

Accounts payable

Accrued and other liabilities

Deferred revenue

Deferred revenue from related parties

Net cash used in operating activities

Cash flows from investing activities
Purchases of property, plant and equipment
Purchase of short-term investments
Maturities of short-term investments

Net cash provided by (used in) investing activities

Cash flows from financing activities

Proceeds from public offering, net of offering costs and underwriting commissions
Proceeds from issuance of convertible notes payable

Proceeds from issuance debt, net of issuance costs

Repayment of debt

Proceeds from line of credit

Repayment of line of credit

Repayment of capital leases
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SIX MONTHS ENDED
JUNE 30,
2014 2013
$ (20,631) $ (12,388)
1,081 356
85
2,722 588
495 3,404
(2,987)
(49)
10
2,105 (804)
413 (131)
(835) (2,056)
(350) (1,633)
330 2,196
(628) (743)
(799) (96)
(333) (66)
(16,335) (14,409)
(9,425) (1,338)
(49)
13,467
3,993 (1,338)
39,959
6,529
9,621 3,700
(137) (9,303)
4,687
(4,687)
(219) (98)
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Change in restricted cash

Proceeds from exercise of stock options

Proceeds from exercise of common stock warrants

Net cash provided by financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosure of cash flow information

Cash paid for interest, net of capitalized interest of $648 and $279 for the six months
ended June 30, 2014 and 2013, respectively

Supplemental disclosure of non-cash investing and financing activities
Property, plant and equipment included in accounts payable and accrued liabilities

Equipment acquired under capital leases
Interest added to the principal of convertible notes

See accompanying notes.
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(4,885)

1,128
50

45,517
33,175
24,455

$ 57,630

$ 1,103

$ 834

$ 646

9,139
11

9,978
(5,769)
10,006

4,237

866

256

1,299
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MARRONE BIO INNOVATIONS, INC.
Notes to Condensed Consolidated Financial Statements
June 30, 2014
(Unaudited)
1. Summary of Business

Marrone Bio Innovations, Inc. (Company), formerly Marrone Organic Innovations, Inc., was incorporated under the
laws of the State of Delaware on June 15, 2006, and is located in Davis, California. In July 2012, the Company
formed a wholly-owned subsidiary, Marrone Michigan Manufacturing LLC (MMM LLC), which holds the assets of a
manufacturing plant the Company purchased in July 2012 (See Note 2). The Company makes bio-based pest
management and plant health products. The Company targets the major markets that use conventional chemical
pesticides, including certain agricultural and water markets where its bio-based products are used as substitutes for, or
in connection with, conventional chemical pesticides. The Company also targets new markets for which there are no
available conventional chemical pesticides, the use of conventional chemical pesticides may not be desirable or
permissible, or the development of pest resistance has reduced the efficacy of conventional chemical pesticides. The
Company delivers EPA-approved and registered biopesticide products and other bio-based products that address the
global demand for effective, safe and environmentally responsible products.

In June 2014, the Company completed a public offering of 4,575,000 shares of its common stock (inclusive of

675,000 shares of common stock sold upon the exercise of the underwriters option to purchase additional shares). The
public offering price of the shares sold in the offering was $9.50 per share. The total gross proceeds from the offering
to the Company were $43,463,000, and after deducting underwriting discounts and commissions and offering

expenses payable by the Company, the aggregate net proceeds received by the Company totaled $39,959,000.

The Company is an early stage company with a limited operating history and has only recently begun
commercializing its products. As of June 30, 2014, the Company had an accumulated deficit of $126,067,000 and
expects to continue to incur losses for the foreseeable future. Until the Company s initial public offering (IPO) in
August 2013, the Company had funded operations primarily with the net proceeds from the private placements of
convertible preferred stock, convertible notes, promissory notes, and term loans, as well as proceeds from the sale of
its products and payments under strategic collaboration agreements and government grants. The Company will need to
generate significant revenue to achieve and maintain profitability. As of June 30, 2014, the Company had working
capital of $65,339,000 and cash, cash equivalents and short-term investments of $57,879,000.

In August 2013, the Company amended and restated its certificate of incorporation to effect a reverse split of shares of
its common stock at a 1-for-3.138458 ratio (See Note 2).

The Company participates in a heavily regulated and highly competitive crop protection industry and believes that
adverse changes in any of the following areas could have a material effect on the Company s future financial position,
results of operations, comprehensive loss or cash flows: inability to obtain regulatory approvals, increased competition
in the pesticide market, market acceptance of the Company s products, weather and other seasonal factors beyond the
Company s control, the Company s ability to support increased growth and litigation or claims against the Company
based on intellectual property, patent, product, regulatory or other factors.

2. Significant Accounting Policies

Table of Contents 11
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Basis of Presentation

The condensed consolidated financial statements include the accounts of the Company and its wholly-owned
subsidiary. All significant intercompany balances and transactions have been eliminated in consolidation.

The accompanying financial information as of June 30, 2014 and for the three and six months ended June 30, 2014
and 2013 have been prepared by the Company, without audit, in accordance with generally accepted accounting
principles in the United States (GAAP) and applicable rules and regulations of the Securities and Exchange
Commission regarding interim financial reporting. Certain information and note disclosures normally included in the
financial statements prepared in accordance with GAAP have been condensed or omitted pursuant to such rules and
regulations. However, the Company believes that the disclosures are adequate to make the information presented not
misleading. The information included in this quarterly report on Form 10-Q should be read in connection with the
consolidated financial statements and accompanying notes included in our Annual Report on Form 10-K for the fiscal
year ended December 31, 2013.

In the opinion of management, the condensed consolidated financial statements as of June 30, 2014 and for the three
and six months ended June 30, 2014 and 2013 reflect all adjustments, which are normal recurring adjustments,
necessary to present a fair statement of financial position, results of operations, comprehensive loss and cash flows.
The results of operations for the three and six months ended June 30, 2014 are not necessarily indicative of the
operating results for the full fiscal year or any future periods.

Table of Contents 12
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Use of Estimates

Conformity with GAAP requires the use of estimates and judgments that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. These estimates are based on management s knowledge
about current events and expectations about actions we may undertake in the future. Actual results could differ
materially from those estimates.

Reclassifications

Certain prior period amounts have been reclassified to conform to the current year presentation. These
reclassifications have no effect on previously reported net income.

Cash and Cash Equivalents

The Company considers all highly liquid financial instruments purchased with a maturity of three months or less to be
cash equivalents. Cash and cash equivalents consist of cash on deposit, money market funds and certificates of deposit
accounts (CDs) with U.S. financial institutions. The Company is exposed to credit risk in the event of default by
financial institutions to the extent that cash and cash equivalents balances with financial institutions are in excess of
amounts that are insured by the Federal Deposit Insurance Corporation. The Company has not experienced any losses
on these deposits.

Restricted Cash

The Company s restricted cash consists of cash that the Company is contractually obligated as of June 30, 2014 to
maintain on deposit at a bank in accordance with the promissory note entered into in June 2014. See Note 9 for further
discussion.

Short-Term Investments

The Company s short-term investments consist of CDs with original maturities less than one year but greater than three
months which are classified as held-to-maturity. CDs are stated at their amortized cost with realized gains or losses, if
any, reported as other income or expense in the condensed consolidated statements of operations. The Company
routinely evaluates the realizability of its short-term investments and recognizes an impairment charge when a decline
in the estimated fair value of a short-term investment is below the amortized cost and determined to be
other-than-temporary. The Company considers various factors in determining whether to recognize an impairment
charge, including the duration of time and the severity to which the fair value has been less than amortized cost, any
adverse changes in the investee s financial condition and the Company s intent and ability to hold the short-term
investment for a period of time sufficient to allow for any anticipated recovery in market value. To date, the Company
has not recognized any losses on its short-term investments.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash,
cash equivalents, short-term investments, accounts receivable and debt. The Company deposits its cash, cash
equivalents and short-term investments with high credit quality domestic financial institutions with locations in the
U.S. Such deposits may exceed federal deposit insurance limits. The Company believes the financial risks associated
with these financial instruments are minimal.

Table of Contents 13
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The Company s customer base is dispersed across many different geographic areas, and currently most customers are
pest management distributors in the U.S. Generally, receivables are due up to 120 days from the invoice date and are
considered past due after this date, although the Company may offer extended terms from time to time.

For the three months ended June 30, 2014 and 2013, 4% and 6%, respectively, of the Company s revenues were
generated from international customers. For the six months ended June 30, 2014 and 2013, 4% and 8%, respectively,
of the Company s revenues were generated from international customers.

The Company s principal sources of revenues are its Regalia and Grandevo product lines. For the three months ended
June 30, 2014 and 2013, these two product lines accounted for 87% and 98%, respectively, of the Company s
revenues. For the six months ended June 30, 2014 and 2013, these two product lines accounted for 87% and 98%,
respectively, of the Company s revenues.
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Customers with 10% or more of the Company s total revenues consist of the following:

CUSTOMER CUSTOMER CUSTOMER

A B C
For the three months ended June 30,
2014 28% 18% 11%
2013 60% * *
For the six months ended June 30,
2014 23% 10% 11%
2013 43% * *

*  Represents less than 10% of total revenues
Customers with 10% or more of the Company s outstanding accounts receivable consist of the following:

CUSTOMER CUSTOMER CUSTOMER CUSTOMER CUSTOMER CUSTOMER

A B C D® E F
June 30, 2014 28% 16% 11% 11% < <
December 31, 2013 11% * * 13% 19% 12%

(1) Represents accounts receivable from related parties. See Note 12 for further discussion.
*  Represents less than 10% of total accounts receivable
Inventories

Inventories are stated at the lower of cost or market value (net realizable value or replacement cost) and include the
cost of material, external labor and manufacturing costs, direct labor and manufacturing overhead. Cost is determined
on the first-in, first-out basis. The Company provides for inventory reserves when conditions indicate that the selling
price may be less than cost due to physical deterioration, obsolescence, changes in price levels or other factors.
Additionally, the Company provides reserves for excess and slow-moving inventory on-hand that is not expected to be
sold to reduce the carrying amount of excess slow-moving inventory to its estimated net realizable value. The reserves
are based upon estimates about future demand from the Company s customers and distributors and market conditions.
As of June 30, 2014 and December 31, 2013, the Company had $280,000 and $45,000, respectively, in reserves
against its inventories.

Deferred Cost of Product Revenues

Deferred cost of product revenues are stated at the lower of cost or net realizable value and include product sold where
title has transferred but the criteria for revenue recognition have not been met. As of June 30, 2014 and December 31,
2013, the Company had $290,000 and $418,000, respectively, of current deferred cost of product revenues, which is

included in prepaid expenses and other current assets in the condensed consolidated balance sheets.

Acquisition
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On July 19, 2012 (Acquisition Date), the Company purchased land, a building and equipment (Manufacturing Plant)
for $1,459,000, including $341,000 of transaction costs. The Manufacturing Plant is located in Bangor, Michigan.
Prior to the acquisition, the Manufacturing Plant was owned by a bank and sold in a foreclosure auction. Accordingly,
the purchase price for the Manufacturing Plant was less than the estimated fair value of the assets acquired by
$257,000. The excess of fair value of the assets acquired over the purchase price was allocated on a relative fair value
basis to all assets acquired. The acquisition of the Manufacturing Plant will allow the Company to manufacture certain
products internally and improve the overall operating efficiencies and margins of the business as the production of
these products historically has been outsourced.

The acquisition was accounted for as an asset acquisition in accordance with ASC 805, Business Combinations (ASC
805). The assets acquired under the Manufacturing Plant acquisition have been included in the Company s condensed
consolidated financial statements from the Acquisition Date. The purchase price was allocated to assets acquired as of
the Acquisition Date.

Prior to the allocation of the excess of fair value of the assets acquired over the purchase price, the assets acquired are
first measured at their fair values. The Company engaged a third-party valuation firm to assist with its estimated fair
value of the assets acquired. The following methods and assumptions are used to estimate the fair value of each class
of asset acquired:

Land Market approach based on similar, but not identical, transactions in the market. Adjustments to comparable sales
are based on both quantitative and qualitative data.
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Building The cost approach, market approach and income approach were used to assess fair value. Cost approach is
based on replacement cost new less depreciation adjusted for physical deterioration, functional obsolescence and
external/economic obsolescence, as applicable. The market approach is based on similar, but not identical,
transactions in the market using both quantitative and qualitative data. The income approach is based on the direct
capitalization method using similar but not identical lease rates and making an assessment of net operating income.

Equipment Both the cost approach and the market approach were used to assess fair value. Cost approach is based on
replacement cost new less depreciation adjusted for physical deterioration, functional obsolescence and
external/economic obsolescence, as applicable. The market approach is based on similar, but not identical,
transactions in the market using both quantitative and qualitative data.

The following table summarizes the estimated fair value of the assets acquired as of the Acquisition Date, which were
determined using Level 2 and 3 inputs as described above (in thousands):

JULY 19,

2012
Land $ 1
Building 314
Equipment 1,144
Assets acquired $ 1,459

In May 2014, portions of the Manufacturing Plant were placed into service as the initial phase of construction was
completed and were recorded as building or equipment as a component of property, plant and equipment in the
accompanying condensed consolidated balances sheets at historical cost, including capitalized interest, and are being
depreciated over their estimated useful lives. The portions not yet placed into full service as of June 30, 2014 were
recorded as construction in progress as a component of property, plant and equipment in the accompanying condensed
consolidated balance sheets as of June 30, 2014 and December 31, 2013. Interest expense in the amount of $1,449,000
was capitalized over the period of construction through June 30, 2014.

Reverse Stock Split

On August 1, 2013, the Company amended and restated its certificate of incorporation to effect the conversion of its
outstanding convertible preferred stock into common stock on a 1-for-1 basis followed immediately by a reverse split
of shares of its common stock (including the common stock issued upon conversion of the convertible preferred stock)
ata 1-for-3.138458 ratio (the Reverse Stock Split ). The amendment also increased the number of shares of common
stock authorized for issuance to 250,000,000 shares and the number of shares of preferred stock authorized for
issuance to 20,000,000. The par value of the common stock and preferred stock was not adjusted as a result of the
Reverse Stock Split.

All issued and outstanding common stock, preferred stock and warrants for common stock or preferred stock, and the
related per share amounts contained in the condensed consolidated financial statements, have been retroactively

adjusted to give effect to this Reverse Stock Split for all periods presented.

Revenue Recognition
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The Company recognizes revenues when persuasive evidence of an arrangement exists, delivery and transfer of title
has occurred or services have been rendered, the price is fixed or determinable and collectability is reasonably
assured, unless contractual obligations, acceptance provisions or other contingencies exist. If such obligations or
provisions exist, revenue is recognized after such obligations or provisions are fulfilled or expire.

Product revenues consist of revenues generated from sales to distributors and from sales of the Company s products to
direct customers, net of rebates and cash discounts. For sales of products made to distributors, the Company considers
a number of factors in determining whether revenue is recognized upon transfer of title to the distributor, or when
payment is received. These factors include, but are not limited to, whether the payment terms offered to the distributor
in comparison to the Company s historical terms are considered to be longer than normal payment terms, the
distributor history of adhering to the terms of its contractual arrangements with the Company, whether the Company
has a pattern of granting concessions for the benefit of the distributor and whether there are other conditions that may
indicate that the sale to the distributor is not substantive. When the Company offers payment terms that are

10

Table of Contents 18



Edgar Filing: MARRONE BIO INNOVATIONS INC - Form 10-Q

Table of Conten

considered to be extended in comparison to the Company s historical terms, the Company considers the arrangement
not to be fixed or determinable, and accordingly, revenue is deferred until payment is due. The costs associated with
such deferral are also deferred and classified in prepaid expenses and other current assets in the condensed
consolidated balance sheets. The Company currently recognizes revenue primarily on the sell-in method with its
distributors. Distributors generally do not have price protection or return rights.

As of June 30, 2014 and December 31, 2013, the Company had current deferred product revenues of $313,000 and
$1,016,000, respectively.

From time to time, the Company offers certain product rebates, which are recorded as reductions to product revenues.
An accrued liability for these product rebates is recorded at the time the revenues are recorded.

The Company recognizes license revenues pursuant to strategic collaboration and distribution agreements under which
the Company receives payments for the achievement of testing validation, regulatory progress and commercialization
events. As these activities and payments are associated with exclusive rights that the Company provides in connection
with strategic collaboration and distribution agreements over the term of the agreements, revenues related to the
payments received are deferred and recognized over the term of the exclusive distribution period of the respective
agreement. No payments were received under these agreements during the three and six months ended June 30, 2014
and 2013. For the three months ended June 30, 2014 and 2013, the Company recognized $51,000 and $48,000,
respectively, as license revenues in the accompanying condensed consolidated statements of operations. For both the
six months ended June 30, 2014 and 2013, the Company recognized $96,000 as license revenues in the accompanying
condensed consolidated statements of operations.

The Company has strategic collaboration and distribution agreements with Syngenta, an affiliate of Syngenta Ventures
Pte. LTD (Syngenta Ventures). Prior to the Company s public offering in June 2014, Syngenta Ventures was one of the
Company s 5% stockholders, and as such, the Company included license revenues recognized under these agreements
in related party revenues and recorded the current and non-current deferred revenues related to payments received
under these agreements in current and non-current deferred revenues from related parties. In connection with the
public offering, Syngenta Ventures sold 600,000 common shares and is no longer a 5% stockholder. As such,
beginning in June 2014, the Company included license revenues recognized under these agreements in license
revenues and no longer has a separate financial statement line item for current and non-current deferred revenues from
related parties as only current and non-current deferred revenues related to the agreements with Syngenta were
included in this line item historically. For the three months ended June 30, 2014 and 2013, the Company recognized
$5,000 and $33,000, respectively, of related party revenues under these agreements. For the six months ended June 30,
2014 and 2013, the Company recognized $333,000 and $66,000, respectively, of related party revenues under these
agreements, of which, $292,000 was recognized during the six months ended June 30, 2014 upon the termination of
one of these agreements. At June 30, 2014, the Company recorded current and non-current deferred revenues of
$224,000 and $1,043,000, respectively, related to payments received under these agreements. At December 31, 2013,
the Company recorded current and non-current deferred revenues of $324,000 and $1,372,000, respectively, related to
payments received under these agreements, of which $131,000 and $628,000, respectively, related to deferred
revenues from related parties based on the terms of the Company s agreements with Syngenta.

Research, Development and Patent Expenses

Research and development expenditures, which primarily consist of payroll-related expenses, toxicology costs,
regulatory costs, consulting costs and lab costs, and patent expenses, which primarily consist of legal costs relating to
the patents and patent filing costs, are expensed to operations as incurred. For the three months ended June 30, 2014

and 2013, research and development expenses totaled $4,055,000 and $3,742,000, respectively, and patent expenses
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totaled $209,000 and $199,000, respectively. For the six months ended June 30, 2014 and 2013, research and
development expenses totaled $8,040,000 and $6,807,000, respectively, and patent expenses totaled $506,000 and
$417,000, respectively.

Recently Issued Accounting Pronouncements

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (ASU 2014-09). ASU
2014-09 provides a framework, through a five-step process, for recognizing revenue from customers, improves
comparability and consistency of recognizing revenue across entities, industries, jurisdictions and capital markets, and
requires enhanced disclosures. Certain contracts with customers are specifically excluded from the scope of ASU
2014-09, including amongst others, insurance contracts accounted for under Accounting Standard Codification 944,
Financial Services - Insurance. The standard will replace most existing revenue recognition guidance under GAAP
when it becomes effective. The new standard is effective for the Company on January 1, 2017. Early application is not
permitted. The standard permits the use of either the retrospective or cumulative effect transition method. The
Company is evaluating the effect that ASU 2014-09 will have on its consolidated financial statements and related
disclosures. The Company has not yet selected a transition method nor has the Company determined the effect of the
standard on its ongoing financial reporting.

11
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3. Fair Value Measurements

ASC 820, Fair Value Measurements (ASC 820), clarifies that fair value is an exit price, representing the amount that
would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants.
As such, fair value is a market-based measurement that should be determined based on assumptions that market
participants would use in pricing an asset or liability.

ASC 820 requires that the valuation techniques used to measure fair value must maximize the use of observable inputs
and minimize the use of unobservable inputs. ASC 820 establishes a three tier value hierarchy, which prioritizes
inputs that may be used to measure fair value as follows:

Level 1 Quoted prices in active markets for identical assets or liabilities.

Level 2 Observable inputs other than quoted prices in active markets for identical assets and liabilities,
quoted prices for identical or similar assets or liabilities in inactive markets, or other inputs that are
observable or can be corroborated by observable market data for substantially the full term of the assets or
liabilities.

Level 3 Inputs that are generally unobservable and typically reflect management s estimate of assumptions
that market participants would use in pricing the asset or liability.
The following table presents the Company s financial assets and liabilities measured at fair value on a recurring basis
as of June 30, 2014 and December 31, 2013 (in thousands):

JUNE 30, 2014

TOTAL LEVEL 1 LEVEL 2 LEVEL 3
Assets
Money market funds $46,776 $ 46,776 $ $

DECEMBER 31, 2013

TOTAL LEVEL 1 LEVEL 2 LEVEL 3
Assets
Money market funds $16,268 $ 16,268 $ $

The money market funds held as of June 30, 2014, and December 31, 2013, were in active markets and, therefore, are
measured based on the Level 1 valuation hierarchy.

4. Short-Term Investments
The amortized cost and estimated fair values of short-term investments are summarized in the following table (in

thousands):
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Securities Held-to-Maturity
Certificates of deposit, with

maturities less than 1 year

Securities Held-to-Maturity
Certificates of deposit, with

maturities less than 1 year
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JUNE 30, 2014

GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED ESTIMATED
COST GAINS LOSSES FAIR VALUE
$ 249 $ $ $ 249
DECEMBER 31, 2013
GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED ESTIMATED
COST GAINS LOSSES FAIR VALUE
$13,677 $ $ 4 $ 13,673
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The short-term investments as of June 30, 2014 and December 31, 2013 were in inactive markets and, therefore, the
estimated fair value is measured based on the Level 2 valuation hierarchy.

5. Inventories

Inventories, net consist of the following (in thousands):

JUNE 30, DECEMBER 31,

2014 2013
Raw materials $ 6,014 $ 5,355
Work in progress 1,673 2,917
Finished goods 4,814 3,394
$ 12,501 $ 11,666

6. Net Loss Per Share

Basic net loss per share, which excludes dilution, is computed by dividing the net loss attributable to common
stockholders by the weighted-average number of shares of common stock outstanding during the period. Diluted net
loss per share reflects the potential dilution that could occur if securities or other contracts to issue common stock,
such as stock options, convertible notes, convertible preferred stock and warrants, result in the issuance of common
stock which share in the losses of the Company.

The following table sets forth the potential shares of common stock that are not included in the calculation of diluted
net loss per share because to do so would be anti-dilutive as of the end of each period presented (in thousands). Such
potentially dilutive shares are excluded when the effect would be to reduce the loss per share. The treasury stock
method has been applied to determine the dilutive effect of warrants.

JUNE 30,
2014 2013
Convertible preferred stock 8,504
Convertible notes (D
Stock options outstanding 2,871 2,062
Warrants to purchase convertible preferred stock
Warrants to purchase common stock (2 145

(M As of June 30, 2013, the Company had approximately $48,234,000 in contingently convertible notes payable and
related accrued interest for which the contingencies related to conversion had not been met until the IPO in
August 2013. Therefore, it would have no dilutive or anti-dilutive impact until the contingency had been met in
August 2013.

2 In October 2012, the Company issued warrants to purchase a number of shares of common stock equal to 15% of
the funded principal amount of the October 2012 Junior Secured Promissory Notes as defined in Note 9, divided
by 70% of the value of common stock in a sale of the Company or a qualified initial public offering (Qualified
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IPO), with an exercise price of 70% of the value of common stock in a sale of the Company 