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PART I 

SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS 

This Annual Report on Form 10-K contains forward-looking statements relating to future events and our 
future performance 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.  In some cases, you can identify forward-looking statements 
by terms such as "may", "will", "should", "could", "would”, “hope", "expects", "plans", "intends", "anticipates", 
"believes", "estimates", "projects", "predicts", "potential" and similar expressions intended to identify forward-
looking statements.  These forward-looking statements include, without limitation, statements relating to future 
events, future results, and future economic conditions in general and statements about: 

Our future strategy, structure, and business prospects; 
The planned commercialization of our current product; 
The size and growth of the potential markets for our product and technology; 
The adequacy of current, and the development of new distributor, reseller, and supplier relationships, 
and our efforts to expand relationships with distributors and resellers in additional countries; 
Our anticipated expansion of United States and international sales and operations; 
Our ability to obtain and protect our intellectual property and proprietary rights; 
The results of our clinical trials; 
Our plan to continue to develop and execute our conference and podium strategy to ensure visibility and 
evidence-based positioning of the TearLab® Osmolarity System among eye care professionals; 
Our anticipated sales to customers in the United States. 
Our ability to obtain reimbursement for patient testing with the TearLab System; 
Our efforts to assist our customers in obtaining their CLIA waiver or providing them with support from 
certified professionals; 
The adequacy of our funding and our forecast of the period of time through which our financial resources 
will be adequate to support our operations; and 
Use of cash, cash needs and ability to raise capital. 

These statements involve known and unknown risks, uncertainties and other factors, including the risks 
described in Part I, Item 1A.  of this Annual Report on Form 10-K, which may cause our actual results, 
performance or achievements to be materially different from any future results, performances, time frames or 
achievements expressed or implied by the forward-looking statements.  Given these risks, uncertainties and other 
factors, you should not place undue reliance on these forward-looking statements.  Information regarding market 
and industry statistics contained in this Annual Report on Form 10-K is included based on information available 
to us that we believe is accurate.  It is generally based on academic and other publications that are not produced 
for purposes of securities offerings or economic analysis.  We have not reviewed or included data from all 
sources and cannot assure you of the accuracy of the market and industry data we have included. 



Corporate Information 

ITEM 1. Business. 

Overview 

in-vitro

TearLab Research, Inc. 



Current Status and Recent Financing 



On July 18, 2012, the Company closed an underwritten registered direct financing of 2.5 million shares of 
its common stock at a price of $3.17 per share.  The Company received gross proceeds of $7,925,000, with 
associated costs of $524,000. 
 

On September 17, 2012, the Company issued 316,779 shares of restricted stock units to its management 
team as settlement of an outstanding liability for previously accrued bonuses related to achievement of CLIA 
waiver status.  The costs basis of the shares granted was $3.72, the closing price of the Company's stock on the 
date of grant, for a total value of $1,181,000.  The shares were issued in accordance with the Company's amended 
2002 Stock Incentive Plan and were fully vested on the date of grant. 

Industry

Point-of-care Testing and Dry Eye Disease, or DED 



Diagnostic Alternatives for Dry Eye Disease 

TearLab's Product 

nanoliter

®



Competition 

Principal Suppliers 

Patents and Proprietary Rights  



Government Regulation 

®



in vitro

Research and Development Expenditure 

Employees

Available Information 



ITEM 1A. RISK FACTORS 

This Annual Report contains forward-looking statements that involve risks and uncertainties that could 
cause our actual results to differ materially from those discussed in this Annual Report.  These risks and 
uncertainties include the following:

Risks Relating to our Business

Our near-term success is highly dependent on the success of the TearLab® Osmolarity System, and we 
cannot be certain that it will be successfully commercialized in the United States.

Our near-term success is highly dependent on increasing sales of the TearLab® Osmolarity System 
outside the United States, and we cannot be certain that we will successfully increase such sales.

Our commitment to purchase minimum levels of product from our suppliers may result in the purchase 
of excess quantities of product if we are not able to successfully commercialize the TearLab® Osmolarity 
System. 



®

Our limited working capital and history of losses have resulted in doubts as to whether we will be able 
to continue as a going concern.

We have incurred losses since inception and anticipate that we will incur continued losses for the 
foreseeable future.

We have outstanding liabilities, which could adversely affect our ability to adjust our business to 
respond to competitive pressures and to obtain sufficient funds to satisfy our future research and development 
needs, and to defend our intellectual property.



We may not be able to raise the capital necessary to fund our operations.

We will face challenges in bringing the TearLab® Osmolarity System to market in the United States 
and may not succeed in executing our business plan.

Our business is subject to health care industry cost-containment measures that could result in reduced 
sales of our TearLab® Osmolarity System. 



If we are subject to regulatory enforcement action as a result of our failure to comply with regulatory 
requirements, our commercial operations would be harmed.

If we are unable to fully comply with federal and state "fraud and abuse laws," we could face 
substantial penalties, which may adversely affect our business, financial condition and results of operations. 

If we fail to comply with contractual obligations and applicable laws and regulations governing the 
handling of patient identifiable medical information, we could suffer material losses or be adversely affected by 
exposure to material penalties and liabilities. 



Our patents may not be valid, and we may not obtain and enforce patents to protect our proprietary 
rights from use by would-be competitors.  Companies with other patents could require us to stop using or pay 
to use required technology.



We may face future product liability claims.

We have entered into a number of related party transactions with suppliers, creditors, stockholders, 
officers and other parties, each of which may have interests which conflict with those of our public 
stockholders.

If we do not introduce new commercially successful products in a timely manner, our products may 
become obsolete over time, customers may not buy our products and our revenue and profitability may decline.

We rely on a single supplier of each of the key components of the TearLab® Osmolarity System and 
are vulnerable to fluctuations in the availability and price of our suppliers  products and services.

®



We face intense competition, and our failure to compete effectively could have a material adverse effect 
on our results of operations.

If we lose key personnel, or we do not attract and retain highly qualified personnel on a cost-effective 
basis, it would be more difficult for us to manage our existing business operations and to identify and pursue 
new growth opportunities.

If we fail to establish and maintain proper and effective internal controls, our ability to produce 
accurate financial statements on a timely basis could be impaired, which would adversely affect our 
consolidated operating results, our ability to operate our business and our stock price.



We may need to raise additional capital in the future. Such capital may not be available to us on 
reasonable terms, if at all, when or as we require additional funding. If we issue additional shares of our 
common stock or other securities that may be convertible into, or exercisable or exchangeable for, our 
common stock, our existing stockholders, would experience further dilution.  

Our financial results may vary significantly from year-to-year due to a number of factors, which may 
lead to volatility in the trading price of our common stock. 



The trading price of our common stock may be volatile.

Because we do not expect to pay dividends on our common stock, stockholders will benefit from an 
investment in our common stock only if it appreciates in value.



 Warrant holders will not be entitled to any of the rights of common stockholders, but will be subject to 
all changes made with respect thereto.

We can issue shares of preferred stock that may adversely affect the rights of holders of our common 
stock.

ITEM 2. Properties. 

ITEM 3. Legal Proceedings. 

ITEM 4. Mine Safety Disclosures. 



PART II 

ITEM 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 

Market for Common Equity 

Common Stock Prices 
Fiscal 2013 Fiscal 2012 

High Low High Low 

Dividend Policy 

Sales of Unregistered Securities 



Stock Performance Graph 
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ITEM 6. Selected Financial Data. 

Year Ended December 31,
2009 2010 2011 2012 2013

(in thousands, except per share data) 
Consolidated Statements of Comprehensive Loss Data

Per Share Data



As of December 31, 
2009 2010 2011 2012 2013

(in thousands) 
Consolidated Balance Sheet Data



ITEM 7. 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 consolidated financial statements and related notes, included in Item 8 of this Report.  
Unless otherwise specified, all dollar amounts are U.S. dollars. 

Overview 

in vitro

83861; Microfluidic analysis utilizing an integrated collection and analysis device, tear osmolarity (For 
microfluidic tear osmolarity of both eyes, report 83861 twice)



RESULTS OF OPERATIONS 

Revenues, Cost of Goods Sold and Gross Margin 

2013 Change 2012 Change 2011

Revenues 



Cost of Goods Sold 

Gross Margin 

Operating Expenses 

2013 Change 2012 Change 2011

Amortization of Intangible Assets 

General and Administrative Expenses 



Clinical, Regulatory and Research and Development  

Sales and Marketing Expenses 



Other Income (Expense), Net 

2013 Change 2012 Change 2011

— —
— —

— —

Interest Income 

Changes in Fair Value of Warrant Obligation 



Interest Expense 

Amortization of Deferred Finance Charges and Beneficial Conversion Features 

Other Income (Expense) 

Liquidity and Capital Resources 

2013 2012



Financial Condition 

®

Ongoing Sources and Uses of Cash 



Changes in Cash Flows 

2013 Change 2012 Change 2011

Cash Used in Operating Activities 

in thousands

2013 2012 2011

—

—

®



Cash used in Investing Activities 

Cash Provided by Financing Activities 

in thousands

Payments Due by Period 

Total
Less than 

1 year 
1 to 3 
years 

More than 
3 years 

—

Off-Balance-Sheet Arrangements 

Critical Accounting Policies and Estimates 



Revenue recognition 

®



Accounts receivable and allowance for doubtful accounts 

Inventory valuation and reserves 

Valuation of intangible and other long-lived assets. 



®

Stock-based compensation  

Warrant liabilities



Income taxes  

ITEM 7A. Quantitative and Qualitative Disclosures about Market Risk.

Currency Fluctuations and Exchange Risk 

Interest Rate Risk 



ITEM 8. Financial Statements and Supplementary Data.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 



TearLab Corp. 

CONSOLIDATED BALANCE SHEETS 
in thousands, except share and per share data  

As of December 31,
2013 2012

ASSETS
Current assets

Total current assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities 

Total current liabilities

Stockholders' equity

Total stockholders' equity
Total liabilities and stockholders' equity



TearLab Corp. 

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS 
(in thousands, except per share data)

Years ended December 31, 
2013 2012 2011

Gross profit 

Operating expenses 

Loss from operations 
Other income (expenses)

Net loss and comprehensive loss 
Weighted average number of shares outstanding –

basic and diluted
Net loss per common share – basic and diluted



TearLab Corp. 

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY 
(in thousands, except share data)

Common stock 

Additional 
paid-in
capital

Accumulated 
deficit 

Stockholders' 
equity

Shares Amount

Balance, December 31, 2010  14,775,366 $           15 $    386,588 $    (378,726 $         7,877    

Balance, December 31, 2011  20,414,993 $             20 $     393,035 $    (387,535) $         5,520    

Balance, December 31, 2012   28,741,653 $             29 $    421,662 $   (406,847) $        14,844    

Balance, December 31, 2013 33,288,701 $             33 $     477,172 $  (435,837) $         41,368



TearLab Corp. 

CONSOLIDATED STATEMENTS OF CASH FLOWS 
(in thousands)

Years ended December 31, 
2013 2012 2011

OPERATING ACTIVITIES 

Cash used in operating activities .............................................................................
INVESTING ACTIVITIES 

Cash used in investing activities ...............................................................................
FINANCING ACTIVITIES 

Cash provided by financing activities .....................................................................
Net increase in cash and cash equivalents during the year.................................

Cash and cash equivalents, end of year ..................................................................



TearLab Corp. 

Notes to Consolidated Financial Statements 
(expressed in U.S. dollars except as otherwise noted) 

1.  Basis of Presentation 

TearLab Corp.

2.  SIGNIFICANT ACCOUNTING POLICIES 

Use of estimates 

Concentrations and risk

Credit risk 

®

Years ended December 31, 
             2013              2012                2011 

Less than 10% for period presented



Fair value of financial instruments 

Cash and cash equivalents 

Accounts receivable and allowance for doubtful accounts 

Inventory 

Fixed assets 

Impairment of long-lived assets 



Patents and trademarks 

Intangible Assets 

Product Warranties 

Years ended December 31, 
2013 2012 2011

Income Taxes 

Revenue recognition 



Cost of goods sold 

Clinical, regulatory and research & development costs 

Stock-based compensation 



Advertising Costs 

Warrant liabilities

Foreign currency transactions 

Geographic information 

in
thousands

United States Canada Rest of World Total

December 31, 2013 

Comprehensive loss 



Net loss per share 

December 31, 
 2013 2012 2011

Recent accounting pronouncements 

3.  BALANCE SHEET DETAILS 

Accounts receivable 

December 31, 
 2013 2012



Inventory 

December 31, 
 2013 2012

Prepaid expenses 

December 31, 
 2013 2012

Fixed Assets

) December 31, 
 2013 2012

Patents and trademarks 

) December 31, 
 2013 2012



Accrued liabilities 

) December 31, 
 2013 2012

4.  INTANGIBLE ASSETS 

December 31, 2013 December 31, 2012 

Cost 
Accumulated
Amortization Cost 

Accumulated
Amortization 

Amortization of 
intangible assets



5.  RELATED PARTY TRANSACTIONS 

6.  INCOME TAXES 

December 31, 
2013 2012 2011



December 31, 
2013 2012

Deferred tax assets 

Deferred tax asset
Deferred tax liability 

Deferred tax liability
Deferred taxes, net

in thousands

December 31, 
2013 2012 2011

Loss for the year before income taxes

Total recovery of income taxes



7. CONVERTIBLE NOTES PAYABLE AND ACCRUED INTEREST



8.  COMMITMENTS AND CONTINGENCIES 

Commitments 





Contingencies

9.  FAIR VALUE MEASUREMENTS 

                                                         



10.  CAPITAL STOCK 

(a)  Authorized share capital 

 (b)  Common stock 

On July 18, 2012, the Company closed an underwritten registered direct financing of 2.5 million 
shares of its common stock at a price of $3.17 per share. The Company received gross proceeds of 
$7,925,000, with associated costs of $524,000. 
 

On September 17, 2012 the Company issued 316,779 shares of restricted stock units to its 
management team as settlement of an outstanding liability for previously accrued bonuses related to 
achievement of CLIA waiver status.  The costs basis of the shares granted was $3.72, the closing price of the 
Company's stock on the date of grant, for a total value of $1,182,000.  The shares were issued in accordance 
with the Company's amended 2002 Stock Incentive Plan and were fully vested on the date of grant. 

(c)  Stock Option Plan 



Year ended December 31, 
2013 2012 2011

Year ended December 31, 
2013 2012 2011



Number of 
Options

Outstanding 

Weighted
Average

Exercise Price 

Weighted
Average

Remaining
Contractual 
Life (years) 

Aggregate
Intrinsic Value 

Outstanding, December 31, 2013 ......................  
Vested or expected to vest, December 31, 

2013 .................................................................  
Exercisable, December 31, 2013 .......................  

 (d)  Warrants 



'

 
required to 

record the outstanding warrants at fair value at the time of exercise, before moving the fair value into 
additional paid-in capital, resulting in an adjustment to the warrant obligations, with any gain or loss recorded 
in earnings of the applicable reporting period.  The Company, therefore, estimated the fair value of the 
exercised 2011 Warrants at their  respective exercise dates to be $13,297,000

 increase was recorded as an expense in other income (expense) 
in the consolidated statement of operations and comprehensive loss for the year ended December 31, 2013.   
  



 During the year ended December 31, 2012,  
 The Company estimated the 

fair value of the exercised 2011 Warrants at their respective exercise dates to be $4,014,000

This increase was recorded as an 
expense in other income (expense) in the consolidated statement of operations and comprehensive loss for the 
year ended December 31, 2012.  There were no similar warrant exercises for the year ended December 31, 
2011. 

 
The Company is also required to record the outstanding warrants at fair value at the end of each 

reporting period, resulting in an adjustment to the warrant obligations, with any gain or loss recorded in 
earnings of the applicable reporting period.  The Company, therefore, estimated the fair value of the 
remaining warrants as of December 31, 2013 to be $4,046,000, an increase of $2,485,000 from the previous 
value at December 31, 2012.  This amount was recorded as a charge to other income (expense) in the 
consolidated statement of operations and comprehensive loss for the year ended December 31, 2013. 

On June 13, 2011, in connection with the conversion of the notes payable and accrued interest (see 
Note 6), the Company issued warrants with a life of five years to purchase 109,375 shares of common stock.  
The exercise price of these warrants is $1.60 per common share representing the price per share equal to the 
closing bid price per share of the Company's common stock on the NASDAQ stock market on July 15, 2009.  
The Company recorded $163,000 representing the fair value of the warrants, calculated using the Black-
Scholes Merton option pricing model, at the date of the Financing in additional paid-in capital. The value of 
the warrants was accreted over the term of the Notes until their conversion in June 2011. During the years 
ended December 31, 2013 and 2012 certain holders of these warrants exercised 12,813 and 22,500 warrants, 
with $18,000 and $6,000 in proceeds received from these exercised warrants, respectively.  As the estimated 
fair value of these warrants had been previously accreted over the term on the related Notes, no further 
accounting of these warrants is required.  There were no similar warrant exercises for the year ended 
December 31, 2011. 

Number of 
warrants

outstanding 

Weighted
average

exercise price 

Outstanding, December 31, 2013



11.  CONSOLIDATED STATEMENTS OF CASH FLOWS 

in thousands

Years ended December 31, 
2013 2012 2011

in
thousands

Years ended December 31, 
2013 2012 2011

Employee Retirement Plan

12.  SUBSEQUENT EVENTS 



13.  QUARTERLY FINANCIAL DATA (UNAUDITED)  

Fiscal 2013 Quarter Ended ($ 000's) 
March 31 June 30 September 30 December 31 

Fiscal 2012 Quarter Ended ($ 000’s) 
March 31 June 30 September 30 December 31 

ITEM 9. Changes in and Disagreements With Accountants on Accounting and Financial 
Disclosure. 

ITEM 9A. Controls and Procedures. 

Evaluation of Disclosure Controls and Procedures 





MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

Internal Control—Integrated Framework 

Changes in Internal Control over Financial Reporting 



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 



ITEM 9B. Other Information. 



PART III 

ITEM 10. Directors, Executive Officers and Corporate Governance. 

ITEM 11. Executive Compensation. 

ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related 
Stockholder Matters. 

ITEM 13. Certain Relationships and Related Transactions, and Director Independence. 

ITEM 14. Principal Accountant Fees and Services. 



PART IV 

ITEM 15. Exhibits and Financial Statement Schedules. 

Included in PART II of this report: Page

SCHEDULE II -- VALUATION AND QUALIFYING ACCOUNTS  

(in thousands

Exhibit

Number Exhibit Description Incorporated by Reference 



Exhibit

Number Exhibit Description Incorporated by Reference 



Exhibit

Number Exhibit Description Incorporated by Reference 



Exhibit

Number Exhibit Description Incorporated by Reference 



POWER OF ATTORNEY 



SIGNATURES
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