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4105 E. Madison Street, Suite 320
Seattle, Washington 98112

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held on May 6, 2013

Dear Stockholder:

You are cordially invited to attend the Annual Meeting of Stockholders of Atossa Genetics Inc., a Delaware corporation (the
“Company”), which will be held on May 6, 2013, at 10:00 a.m. local time, at 1551 Eastlake Ave., East, First Floor, Seattle,
Washington 98102. Only stockholders who held stock at the close of business on the record date, April 5, 2013 (the “Record
Date”), may vote at the Annual Meeting, including any adjournment or postponement thereof.

At the Annual Meeting, you will be asked to consider and vote upon: (1) the election of two Class I directors; (2) the ratification of
the selection of KCCW Accountancy Corp. as our independent registered public accounting firm for the fiscal year ending
December 31, 2013, (3) an advisory (non-binding) vote on the Company’s executive compensation, (4) an advisory (non-binding)
vote on the frequency of future advisory votes on executive compensation, (5) to approve the material terms of the performance
goals under our 2010 Stock Option and Incentive Plan, as amended, pursuant to the performance-based compensation exemption
requirements of Section 162(m) of the Internal Revenue Code of 1986, as amended and (6) the transaction of any other business
that may properly come before the meeting or any adjournment thereof. No other items of business are expected to be considered at
the meeting and no other director nominees will be entertained, pursuant to the Company’s Bylaws.

The enclosed Proxy Statement more fully describes the details of the business to be conducted at the Annual Meeting. After careful
consideration, our Board of Directors has unanimously approved the proposals and recommends that you vote FOR each nominee
and proposal described in the Proxy Statement.

After reading the Proxy Statement, please mark, date, sign and return the enclosed proxy card in the accompanying reply envelope
to ensure receipt by our tabulator. YOUR SHARES CANNOT BE VOTED UNLESS YOU SIGN, DATE AND RETURN THE
ENCLOSED PROXY OR ATTEND THE ANNUAL MEETING IN PERSON.

A copy of the Atossa Genetics Inc. 2012 Annual Report has been mailed with this Proxy Statement to all stockholders entitled to
notice of and to vote at the Annual Meeting.

We look forward to seeing you at the Annual Meeting.

Sincerely,

Steven C. Quay, M.D., Ph.D.
Chairman of the Board, President and
Chief Executive Officer

April 12, 2013

WHETHER OR NOT YOU EXPECT TO ATTEND THE MEETING, PLEASE MARK, DATE AND
SIGN THE ENCLOSED PROXY AND RETURN IT AT YOUR EARLIEST CONVENIENCE IN

THE ENCLOSED POSTAGE-PREPAID RETURN ENVELOPE. EVEN IF YOU HAVE VOTED BY
PROXY, YOU MAY STILL VOTE IN PERSON IF YOU ATTEND THE MEETING. PLEASE

NOTE, HOWEVER, THAT IF YOUR SHARES ARE HELD OF RECORD BY A BROKER, BANK
OR OTHER NOMINEE AND YOU WISH TO VOTE AT THE MEETING, YOU MUST OBTAIN A

PROXY CARD ISSUED IN YOUR NAME FROM THAT INTERMEDIARY.
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4105 E. Madison Street, Suite 320
Seattle, Washington 98112

PROXY STATEMENT FOR
2013 ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD ON MAY 6, 2013

GENERAL INFORMATION

This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of Directors (the “Board”) of
Atossa Genetics Inc. (“Atossa” or the “Company”) for use at the Company’s 2013 annual meeting of stockholders, to be held at
1551 Eastlake Ave., East, First Floor, Seattle, Washington 98102, on May 6, 2013, at 10:00 a.m. local time. This Proxy Statement
and the accompanying form of proxy will be mailed to our stockholders on or about April 16, 2013. Unless otherwise indicated
herein, this Proxy Statement speaks as of the close of business on April 5, 2013, which is the record date for the annual meeting
(the “Record Date”).

For a proxy to be effective, it must be properly executed and received prior to the annual meeting. Each proxy properly
tendered will, unless otherwise directed by the stockholder, be voted for the proposals and nominees described in this Proxy
Statement and at the discretion of the proxy holder(s) with regard to all other matters that may properly come before the meeting.

The Company will pay all of the costs of soliciting proxies. We will provide copies of this Proxy Statement, notice of annual
meeting and accompanying materials to brokerage firms, fiduciaries and custodians for forwarding to beneficial owners and will
reimburse these persons for their costs of forwarding these materials. Our directors, officers and employees may also solicit proxies
by telephone, facsimile, or personal solicitation; however, we will not pay them additional compensation for any of these services.

Shares Outstanding and Voting Rights

Only holders of record of our common stock (“common stock”) at the close of business on the Record Date are entitled to
notice of and to vote at the annual meeting. On the Record Date, 14,542,619 shares of common stock were issued and outstanding.
Each share of common stock is entitled to one vote on all matters to be voted upon at the annual meeting. Holders of common stock
do not have the right to cumulative voting in the election of directors. The presence, in person or by proxy, of the holders of a
majority of the outstanding shares on the Record Date will constitute a quorum for the transaction of business at the annual meeting
and any adjournment thereof.

Persons who hold shares of Atossa common stock directly on the Record Date and not through a broker, bank or other financial
institution (“record holders”) must return a proxy card or attend the annual meeting in person in order to vote on the proposals.
Persons who hold shares of Atossa indirectly on the Record Date through a brokerage firm, bank or other financial institution
(“beneficial holders”) must return a voting instruction form to have their shares voted on their behalf. Brokerage firms, banks or
other financial institutions that do not receive voting instructions from beneficial holders may either vote these shares on behalf of
the beneficial holders or return a proxy leaving these shares un-voted (a “broker non-vote”).

Abstentions and broker non-votes will be counted for the purpose of determining the presence or absence of a quorum, but will
not be counted for the purpose of determining the number of votes cast on a given proposal. The required vote for each of the
proposals expected to be acted upon at the annual meeting is described below:

Proposal No. 1 — Election of directors.  Directors are elected by a plurality, with the nominees obtaining the most votes being
elected. Because there is no minimum vote required, abstentions and broker non-votes will be entirely excluded from the vote
and will have no effect on its outcome.
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Proposal No. 2 — Ratification of selection of independent registered public accounting firm.  This proposal must be approved
by a majority of the shares present in person or represented by proxy and entitled to vote on the proposal. As a result,
abstentions will have the same effect as voting against the proposal and broker non-votes will have no effect on the vote
outcome.

Proposal No. 3 — Advisory (non-binding) vote on executive compensation.  This advisory proposal will be approved if a
majority of the shares present in person or represented by proxy and entitled to vote on the proposal are voted in favor of the
resolution. As a result, abstentions will have the same effect as voting against the proposal and broker non-votes will have no
effect on the vote outcome.

Proposal No. 4 — Advisory (non-binding) vote on frequency of say-on-pay votes.  This advisory vote provides a choice among
three frequency periods for future advisory votes on executive compensation (so-called, “say-on-pay” votes). The frequency
period that receives the most votes (every one, two or three years) will be deemed to be the recommendation of the
stockholders. As a result, any shares that are not voted, whether by abstention, broker non-votes or otherwise, will not affect the
outcome of this proposal, except to the extent that the failure to vote for a particular frequency period may result in another
frequency period receiving a larger proportion of the votes cast.

Proposal No. 5 — Approval of material terms of performance goals under our 2010 Stock Option and Incentive Plan, as
amended.  This proposal must be approved by a majority of the shares present in person or represented by proxy and entitled to
vote on the proposal. As a result, abstentions will have the same effect as voting against the proposal and broker non-votes will
have no effect on the vote outcome.

We encourage you to vote by returning your proxy or voting instruction form. By voting in advance of the meeting, this ensures
that your shares will be voted and reduces the likelihood that the Company will be forced to incur additional expenses soliciting
proxies for the annual meeting. Any record holder of our common stock may attend the annual meeting in person and may revoke
the enclosed form of proxy at any time by:

• executing and delivering to the corporate secretary a later-dated proxy;

• delivering a written revocation to the corporate secretary before the meeting; or

• voting in person at the annual meeting.

Beneficial holders of our common stock who wish to change or revoke their voting instructions should contact their brokerage
firm, bank or other financial institution for information on how to do so. Beneficial holders who wish to attend the annual meeting
and vote in person should contact their brokerage firm, bank or other financial institution holding shares of Atossa on their behalf in
order to obtain a “legal proxy,” which will allow them to both attend the meeting and vote in person. Without a legal proxy,
beneficial holders cannot vote at the annual meeting because their brokerage firm, bank or other financial institution may have
already voted or returned a broker non-vote on their behalf.
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PROPOSAL NO. 1
  

ELECTION OF DIRECTORS

The Certificate of Incorporation of the Company provides that the Board is to be divided into three classes as nearly equal in
number as reasonably possible, with directors in each class serving three-year terms. The total Board size is currently fixed at six
directors. Currently, the Class I directors (whose terms expire at the 2013 annual meeting of stockholders) are Steven C. Quay,
M.D., Ph.D. and John Barnhart. The Class II directors (whose terms expire at the 2014 annual meeting of stockholders) are
Alexander D. Cross, Ph.D. and Stephen J. Galli, M.D. The Class III directors (whose terms expire at the 2015 annual meeting of
stockholders) are Shu-Chih Chen, Ph.D. and H. Lawrence Remmel, Esq. Class I directors elected at the annual meeting will hold
office until the 2016 annual meeting of stockholders and until their successors are elected and qualified, unless they resign or their
seats become vacant due to death, removal, or other cause in accordance with the Bylaws of the Company.

As described below, the Board has nominated Dr. Quay and Mr. Barnhart for reelection as Class I directors at the Annual
Meeting. Both nominees have indicated their willingness to serve if elected. Should either of the nominees become unavailable for
election at the annual meeting, the persons named on the enclosed proxy as proxy holders may vote all proxies given in response to
this solicitation for the election of a substitute nominee chosen by the Board.

Nomination of Directors

The Nominating and Governance Committee, which acts as the Company’s nominating committee, reviews and recommends to
the Board potential nominees for election to the Board. In reviewing potential nominees, the Nominating and Governance
Committee considers the qualifications of each potential nominee in light of the Board’s existing and desired mix of experience and
expertise. Specifically, the Nominating and Governance Committee considers each potential nominee’s personal and professional
ethics, integrity and values, business acumen, interest in the Company and commitment to representing the long-term interests of
the stockholders. The Nominating and Governance Committee also seeks to have a Board that encompasses a range of talents, ages,
skills, diversity, and expertise sufficient to provide sound and prudent oversight with respect to the operations and interests of the
business. These criteria are set forth in our Corporate Governance Guidelines, a copy of which is available on our website at
www.atossagenetics.com.

After reviewing the qualifications of potential Board candidates, the Nominating and Governance Committee presents its
recommendations to the Board, which selects the final director nominees. Upon the recommendation of the Nominating and
Governance Committee, the Board nominated Dr. Quay and Mr. Barnhart for reelection as Class I directors. The Company did not
pay any fees to any third parties to identify or assist in identifying or evaluating nominees for the annual meeting.

The Nominating and Governance Committee considers stockholder nominees using the same criteria set forth above.
Stockholders who wish to present a potential nominee to the Nominating and Governance Committee for consideration for election
at a future annual meeting of stockholders must provide the Nominating and Governance Committee with notice of the nomination
and certain information regarding the candidate within the time periods set forth below under the caption “Stockholder Proposals.”

Although the Nominating and Governance Committee may consider whether nominees assist in achieving a mix of Board
members that represents a diversity of background and experience, which is not only limited to race, gender or national origin, we
have no formal policy regarding board diversity.
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Nominees and Incumbent Directors

The Nominating and Governance Committee has recommended, and the Board has nominated, Dr. Quay and Mr. Barnhart to be
reelected Class I directors at the annual meeting. The following table sets forth the following information for these nominees and
the Company’s continuing directors: the year each was first elected a director of the Company; their respective ages as of the date
of filing of this proxy statement; the positions currently held with the Company; the year their current term will expire and their
current class.     

Nominee/Director Name
and Year First Became a Director

 Age  Position(s) with the Company  Year Current
Term Expires

 Current
Director

Class
Nominees for Class I Directors:             

Steven C. Quay, M.D., Ph.D. (2009)  62  Chairman of the Board of Directors,
President and Chief Executive
Officer

 2013  I

John Barnhart (2009)  56  Director  2013  I
Continuing Directors:             

Alexander D. Cross, Ph.D. (2011)  81  Director  2014  II
Stephen J. Galli, M.D. (2011)  66  Director  2014  II
Shu-Chih Chen, Ph.D. (2009)  51  Director and Chief Scientific Officer  2015  III
H. Lawrence Remmel, Esq. (2012)  61  Director  2015  III

Class I Directors Nominated for Election

The following persons have been nominated by the Board to be elected as Class I directors at the 2013 annual meeting.

Steven C. Quay, M.D., Ph.D.  Dr. Quay has served as Chief Executive Officer and Chairman of the Board of Directors of the
Company since the Company was incorporated in April 2009. Prior to his work at the Company, Dr. Quay served as Chairman of
the Board, President and Chief Executive Officer of MDRNA, Inc., a biotechnology company focused on the development and
commercialization of RNAi-based therapeutic products, from August 2000 to May 2008, and as its Chief Scientific Officer until
November 30, 2008 (MDRNA, Inc. was formerly known as Nastech Pharmaceutical Company Inc. and is currently known as
Marina Biotech, Inc.). From December 2008 to April 2009, Dr. Quay was involved in acquiring the Company’s assets and
preparing the Company’s business plan. Dr. Quay is certified in Anatomic Pathology with the American Board of Pathology,
completed both an internship and residency in anatomic pathology at the Massachusetts General Hospital, a Harvard Medical
School teaching hospital, is a former faculty member of the Department of Pathology, Stanford University School of Medicine, and
is a named inventor on 14 U.S. and foreign patents covering the MASCT System. He oversaw the clinical testing and regulatory
filing of the MASCT device with the FDA that led to its ultimate marketing clearance. Including the patents for the MASCT
System, Dr. Quay has a total of 76 U.S. patents, 108 pending patent applications and is a named inventor on patents covering five
pharmaceutical products that have been approved by the FDA. Dr. Quay received an M.D. in 1977 and a Ph.D. in 1975 from the
University of Michigan Medical School. He also received his B.A. degree in biology, chemistry and mathematics from Western
Michigan University in 1971. Dr. Quay is a member of the American Society of Investigative Pathology, the Association of
Molecular Pathology, the Society for Laboratory Automation and Screening and the Association of Pathology Informatics. He was
selected to serve on the Company’s Board of Directors because of his role as the founder of the Company and the inventor of the
MASCT System, as well as his qualifications as a physician and the principal researcher overseeing the clinical and regulatory
development of the MASCT System.

John Barnhart.  Mr. Barnhart has served as a director of the Company since July 2009. He is the founder and has been the
Managing Director of the Visconti Group, a management consulting group in Seattle, Washington, since November 2003. He held
prior executive positions at The Walt Disney Company, Sony Pictures Entertainment, and Walt Disney Imagineering. He received a
B.S. degree in engineering from California State University, Long Beach in 1983. Mr. Barnhart was selected to serve on the
Company’s Board of Directors because of his understanding and experience with development and marketing of consumer-oriented
products and services.
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Class II Directors continuing in office until 2014

Alexander D. Cross, Ph.D.  Dr. Cross has served as a director of the Company since July 2011. Dr. Cross has served on the
board and as a member of the Audit, Compensation, and Nominating and Governance Committees of a number of public
companies, including Marina Biotech, Inc. (formerly MDRNA, Inc. and, before that, Nastech Pharmaceutical Company Inc. from
July 2005 through May 2009). Dr. Cross also served as Chairman of the Board and CEO of CytoPharm, Inc., a company engaged in
the development of light-activated drugs for the treatment of various diseases, until August 2006. Dr. Cross has been a consultant in
the fields of pharmaceuticals and biotechnology since January 1986 and has served as a principal of NDA Partners, LLC, a
consulting firm that provides strategic advisory services for the development of medical products, since 2003. Previously, Dr. Cross
served as President and CEO of Zoecon Corporation, a biotechnology company, from April 1983 to December 1985, and Executive
Vice President and Chief Operating Officer from 1979 to 1983. Dr. Cross also previously held several corporate management
positions at Syntex Corporation from 1961 through 1979. Dr. Cross holds 109 issued U.S. patents and is the author of 90 peer-
reviewed publications. Dr. Cross received his B.Sc., Ph.D. and D.Sc. degrees from the University of Nottingham, England, and is a
Fellow of the Royal Society of Chemistry. Dr. Cross has been selected to serve on the Company’s Board of Directors because of his
qualifications as a scientist, business executive and audit committee financial expert, and his prior experience as a director and
committee member of public companies.

Stephen J. Galli, M.D.  Dr. Galli has served as a director of the Company since July 2011. Dr. Galli is Chair of the Department
of Pathology, Professor of Pathology and of Microbiology & Immunology and the Mary Hewitt Loveless, M.D., Professor,
Stanford University School of Medicine, Stanford, California, and has served in these capacities since February 1999. Before
joining Stanford, he was on the faculty of Harvard Medical School. He holds 13 U.S. patents and has over 340 publications. He is
past president of the American Society for Investigative Pathology and current president of the Collegium Internationale
Allergologicum. In addition to receiving awards for his research, he was recently recognized with the 2010 Stanford University
President’s Award for Excellence Through Diversity for his recruitment and support of women and underrepresented minorities at
Stanford University. He received his B.A. degree in biology, magna cum laude, from Harvard College in 1968 and his M.D. degree
from Harvard Medical School in 1973 and completed a residency in anatomic pathology at the Massachusetts General Hospital in
1977. Dr. Galli has been selected to serve on the Company’s Board of Directors because of his qualifications as a professor and
physician, and his specialized expertise as a pathologist.

Class III Directors continuing in office until 2015

Shu-Chih Chen, Ph.D.  Dr. Chen has served as Chief Scientific Officer and director of the Company since the Company was
incorporated in April 2009. Prior to joining the Company, Dr. Chen served as President of Ensisheim beginning in 2008, was
founder and President of SC2Q Consulting Company from 2006 to 2008, and served as Head, Cell Biology, Nastech
Pharmaceuticals Company, Inc. from 2002 to 2006. During 1995 and 1996, she was an Associate Professor at National Yang Ming
University, Taipei, Taiwan, and served as the principal investigator of an NIH RO1 grant studying tumor suppression by gap
junction protein connexin 43 at the Department of Molecular Medicine at Northwest Hospital before working in the research
department at Nastech Pharmaceutical Company. She is named as an inventor on four patent applications related to cancer
therapeutics. Dr. Chen received her Ph.D. degree in microbiology and public health from Michigan State University in 1992 and
has published extensively on Molecular Oncology. She received her B.S. degree in medical technology from National Yang Ming
University, Taipei, Taiwan in 1984. Dr. Chen was selected to serve on the Company’s Board of Directors because of her
qualifications in medical technology and as a professor and researcher in the field of cancer therapeutics.

H. Lawrence Remmel, Esq.  Mr. Remmel served as a director of the Company since February 2012. He is currently a partner of
the law firm Pryor Cashman LLP, located in New York City, where he chairs the Banking and Finance practice group. Mr. Remmel
joined Pryor Cashman in 1988. His practice includes corporate and banking financings, issues relating to the Investment Company
Act of 1940, and intellectual property and licensing issues, in particular in the biotechnology and biocosmeceutical areas. He was
an associate of the law firm Reboul, MacMurray, Hewitt, Maynard & Kristol from 1984 to 1988, and began his legal career at
Carter, Ledyard & Milburn, where he was an associate from 1979 to 1984. He was admitted to the New York bar in 1980 and is a
member of the New York State Bar Association. He received his J.D. from
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the Washington & Lee University School of Law in 1979 and his B.A. from Princeton University in 1975. Mr. Remmel has been
selected to serve on the Company’s Board of Directors because of his substantial experience as a corporate attorney advising
biotechnology companies and his familiarity with the fiduciary duties and the regulatory requirements affecting publicly traded
companies.

Vote Required

The nominees who receive the greatest number of affirmative votes of the shares present in person or by proxy will be elected
as Class I directors. Any shares that are not voted, whether by abstention, broker non-votes or otherwise, will not affect the election
of directors.

Holders of proxies solicited by this Proxy Statement will vote the proxies received by them as directed on the proxy card or, if
no direction is made, then FOR the election of all nominees named in this Proxy Statement.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR”
THE NOMINEES IDENTIFIED ABOVE.
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PROPOSAL NO. 2

RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

Our Audit Committee has selected KCCW Accountancy Corp. (“KCCW”) as our independent registered public accounting firm
for the fiscal year ending December 31, 2013, and has further directed that we submit the selection of KCCW for ratification by our
stockholders at the annual meeting.

The Company is not required to submit the selection of our independent registered public accounting firm for stockholder
approval. However, if the stockholders do not ratify this selection, the Audit Committee will reconsider its selection of KCCW.
Even if the selection is ratified, our Audit Committee may direct the appointment of a different independent registered public
accounting firm at any time during the year if the Audit Committee determines that the change would be in the best interests of the
Company.

The Audit Committee reviews and pre-approves all audit and non-audit services performed by its independent registered public
accounting firm, as well as the fees charged for such services. All fees incurred in fiscal 2012 for services rendered by KCCW were
approved in accordance with these policies. In its review of non-audit service fees, the Audit Committee considers, among other
things, the possible impact of the performance of such services on the auditor’s independence. The Audit Committee has
determined that the non-audit services performed by KCCW in the fiscal year ended December 31, 2012 were compatible with
maintaining the auditor’s independence. Additional information concerning the Audit Committee and its activities can be found in
the following sections of this Proxy Statement: “Board Committees” and “Report of the Audit Committee.”

KCCW has reviewed our interim financial statements since the quarter ended March 31, 2010 and has audited our annual
financial statements since the year ended December 31, 2009. Representatives of KCCW are expected to be present at the annual
meeting in person or by telephone, will have the opportunity to make a statement if they desire to do so and will be available to
respond to appropriate stockholder questions.

Fees for Independent Registered Public Accounting Firm

The following is a summary of the fees billed to the Company by KCCW for professional services rendered for the fiscal years
ended December 31, 2012 and 2011. These fees are for work invoiced in the fiscal years indicated.  

 2012  2011
Audit Fees:           

Consists of fees billed for audit of our annual financial statements and the
review of the financial statements included in our quarterly reports on
Form 10-Q, and services that are normally provided by KCCW in
connection with statutory and regulatory filings or engagements for that
fiscal year.

 $ 57,000  $ 23,500 

Other Fees:           
Audit-Related Fees           

Consists of fees billed for services rendered in connection with our Form S-
1 and Form S-8 related to our initial public offering, accounting research
and services on transaction and proposed transaction related matters, and
out-of-pocket expenses related to the audit.

  55,586   6,619 

Tax Fees   —   — 
All Other Fees   —   — 
Total Other Fees   55,586   6,619 

Total All Fees  $ 112,586  $ 30,119 
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Vote Required

Ratification of the selection of the independent registered public accounting firm requires the affirmative vote of a majority of
the shares present in person or represented by proxy and entitled to vote on the proposal. Abstentions will have the same effect as
voting against the proposal. Because broker non-votes are not counted as votes for or against this proposal, they will have no effect
on the outcome of the vote.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” PROPOSAL NO. 2.
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PROPOSAL NO. 3
  

ADVISORY VOTE ON EXECUTIVE COMPENSATION

Background

The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) requires that stockholders have the
opportunity to cast an advisory (non-binding) vote on executive compensation commencing with our 2013 annual meeting (a so-
called “say-on-pay” vote), as well as an advisory vote with respect to whether future say-on-pay votes will be held every one, two
or three years, which is the subject of Proposal No. 4.

The advisory vote on executive compensation is a non-binding vote on the compensation of the Company’s “named executive
officers,” as described in the tabular disclosure regarding such compensation under the caption “Executive Compensation” and the
accompanying narrative disclosure set forth in this proxy statement. The advisory vote on executive compensation is not a vote on
the Company’s general compensation policies, compensation of the Company’s Board of Directors, or the Company’s
compensation policies as they relate to risk management. The Dodd-Frank Act requires the Company to hold the advisory vote on
executive compensation at least once every three years.

Our philosophy in setting compensation policies for executive officers has two fundamental objectives: (1) to attract and retain
a highly skilled team of executives and (2) to align our executives’ interests with those of our stockholders by rewarding short-term
and long-term performance and tying compensation to increases in stockholder value. The Compensation Committee believes that
executive compensation should be directly linked both to continuous improvements in corporate performance (so-called “pay for
performance”) and accomplishments that are expected to increase stockholder value.

The vote under this Proposal No. 3 is advisory, and therefore not binding on the Company, the Board or our Compensation
Committee. However, our Board, including our Compensation Committee, values the opinions of our stockholders and, to the
extent there is any significant vote against the executive officer compensation as disclosed in this proxy statement, we will consider
our stockholders’ concerns and evaluate what actions may be appropriate to address those concerns.

Stockholders will be asked at the Annual Meeting to approve the following resolution pursuant to this Proposal No. 3:

RESOLVED, that the stockholders of Atossa Genetics Inc. approve, on an advisory basis, the compensation of the Company’s
“named executive officers” (as defined in the Proxy Statement), as such compensation is described in the tabular disclosure
regarding such compensation under the caption “Executive Compensation” and the accompanying narrative disclosure, set forth in
the Company’s definitive proxy statement for the 2013 Annual Meeting of Stockholders (the “Proxy Statement”).

Recommendation

The Board of Directors recommends a vote “FOR” approval of the foregoing resolution. Proxies will be so voted unless
stockholders specify otherwise in their proxies.

Vote Required

Approval of this resolution requires the affirmative vote of a majority of the shares present in person or represented by proxy
and entitled to vote on the matter. Abstentions will have the same effect as voting against the resolution. Because broker non-votes
are not counted as votes for or against this resolution, they will have no effect on the outcome of the vote.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” PROPOSAL NO. 3.
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PROPOSAL NO. 4
  

ADVISORY VOTE ON FREQUENCY OF SAY-ON-PAY VOTE

Background

We are also required by the Dodd-Frank Act to provide stockholders with a separate advisory (non-binding) vote for the
purpose of asking stockholders to express their preference for the frequency of future say-on-pay votes. Stockholders may indicate
whether they would prefer an advisory vote on executive compensation once every one, two or three years. We are required to
solicit stockholder votes on the frequency of future say-on-pay proposals at least once every six years, although we may seek
stockholder input more frequently.

Vote Required

The frequency period that receives the most votes (every one, two or three years) will be deemed to be the recommendation of
the stockholders. However, because this vote is advisory and not binding on the Board of Directors or the Company, the Board may
decide that it is in the best interests of our stockholders and the Company to hold an advisory vote on executive compensation more
or less frequently than the option selected by a plurality of our stockholders.

The Board has not made a recommendation on this Proposal No. 4 because it has decided to first consider the views of the
Company’s stockholders before making a determination.
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PROPOSAL NO. 5

APPROVAL OF THE MATERIAL TERMS OF THE PERFORMANCE GOALS UNDER OUR 2010 STOCK OPTION
AND INCENTIVE PLAN, AS AMENDED

Background

We are seeking stockholder approval of the material terms of the performance goals under our 2010 Stock Option and Incentive
Plan, as amended, or our 2010 Plan, as determined pursuant to the performance-based compensation exemption provisions of the
regulations under Section 162(m) of the Internal Revenue Code, as amended, or Section 162(m).

Prior to our initial public offering in November 2012, our Board and our stockholders adopted and approved our 2010 Plan. Our
2010 Plan is a broad-based incentive plan that provides for the grant of incentive stock options that satisfy the requirements of
Section 422 of the Internal Revenue Code, nonqualified stock options, stock appreciation rights, restricted stock, restricted stock
units, and other stock-based awards, including performance-based awards. Our Board believes that our success and long-term
progress are dependent upon attracting and incentivizing qualified individuals who can serve as directors, officers, employees,
consultants, and advisers, and aligning the interests of such individuals with those of our stockholders. Our 2010 Plan provides our
Board and Compensation Committee the flexibility to use various forms of incentive awards as part of our overall compensation
programs.

We are seeking stockholder approval to be able to grant certain awards, including stock options, under our 2010 Plan, without
limiting the federal income tax deduction available to us with respect to compensation income realized under those awards. Section
162(m) generally imposes a $1 million limit on the deduction that we might otherwise claim for a taxable year with respect to the
compensation for the year to each of our “covered employees.” Our “covered employees” consist of our chief executive officer and
the other three most highly compensated officers of our company (excluding our chief financial officer). An exception to the
deduction limitation may be available for certain awards made during a limited period following a company’s initial public offering
under compensation plans that were in existence prior to the company becoming publicly held, as defined in the Section 162(m)
regulations. Another exception, not limited to a transition period, is available for certain so-called “performance-based”
compensation. Although we have not approached the $1 million annual compensation level for any of our covered employees, we
believe that it is in our and our stockholders’ best interests to approve the material terms of the performance goals under our 2010
Plan, as required for purposes of the performance-based compensation exemption, so that we are in a position to maximize
corporate deductibility of our equity compensation to the extent that it is practicable to do so. If our stockholders do not approve the
material terms of the performance goals under our 2010 Plan, the plan will remain in effect and we will continue to make awards
under the plan, but we would not be able to make awards under the plan that are exempt from the deduction limitations of Section
162(m) by reason of the performance-based compensation exemption.

For purposes of Section 162(m), the material terms of the performance goals under our 2010 Plan for which we seek
stockholder approval include: (i) the eligibility provisions and (ii) the performance criteria that we may use to establish
performance goals for the award. The eligibility provisions of our 2010 Plan are set forth below under 2010 Plan
Summary — Eligibility and the performance criteria are described below under 2010 Plan Summary — Performance Goals.

2010 Plan Summary

The Company’s 2010 Plan, provides for the grant of equity-based awards to employees, officers, non-employee directors and
other key persons providing services to the Company. Awards of incentive options may be granted under the 2010 Plan until
September 2020. No other awards may be granted under the 2010 Plan after the date that is 10 years from the date of stockholder
approval.

Plan Administration.  The 2010 Plan may be administered by the full Board or the Compensation Committee. It is the current
intention of the Company that the 2010 Plan be administered by the Compensation Committee. The Compensation Committee has
full power to select, from among the individuals eligible for awards, the individuals to whom awards will be granted, to make any
combination of awards to participants, and to determine the specific terms and conditions of each award, subject to the provisions
of the
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2010 Plan. The Compensation Committee may delegate to our Chief Executive Officer the authority to grant stock options to
employees who are not subject to the reporting and other provisions of Section 16 of the Exchange Act and not subject to Section
162(m) of the Code, subject to certain limitations and guidelines.

Eligibility.  Persons eligible to participate in the 2010 Plan will be those full or part-time officers, employees, non-employee
directors and other key persons (including consultants and prospective officers) of the Company and its subsidiaries as selected
from time to time by the Compensation Committee in its discretion.

Plan Limits.  Initially, the total number of shares of common stock available for issuance under the 2010 Plan is 1,000,000
shares (or 2,263,320 shares prior to the reverse stock-split on September 28, 2010). As of January 1, 2012 and each January 1
thereafter, the number of shares of common stock reserved and available for issuance under the 2010 Plan will be cumulatively
increased by 4% of the number of shares of common stock issued and outstanding on the immediately preceding December 31.
Subject to these overall limitations, the maximum aggregate number of shares of Stock that may be issued in the form of incentive
stock options or stock appreciation rights to any one individual will not exceed 50% of the initial 2010 Plan limit of 1,000,000,
cumulatively increased on January 1, 2012 and each January 1 thereafter by the lesser of (i) the 4% annual increase applicable to
the 2010 Plan for such year or (ii) 500,000 shares.

Performance Goals.  To enable certain awards granted under our 2010 Plan to a covered employee to qualify as “performance-
based” compensation under Section 162(m), our 2010 Plan provides that our Compensation Committee may require that the vesting
of such awards be conditioned on the satisfaction of objectively determinable performance criteria based on one or more of the
following goals with respect to Atossa or a unit, division, group or subsidiary of Atossa: earnings before interest, taxes,
depreciation and amortization, net income (loss) (either before or after interest, taxes, depreciation and/or amortization), changes in
the market price of the common stock, economic value-added, funds from operations or similar measure, sales or revenue,
acquisitions or strategic transactions, operating income (loss), cash flow (including, but not limited to, operating cash flow and free
cash flow), return on capital, assets, equity, or investment, stockholder returns, return on sales, gross or net profit levels,
productivity, expense, margins, operating efficiency, customer satisfaction, working capital, earnings (loss) per share of Stock, sales
or market shares and number of customers, any of which may be measured either in absolute terms or as compared to any
incremental increase or as compared to results of a peer group.

Our Compensation Committee has the authority to make adjustments to the performance goals provided that any such
adjustments do not otherwise violate Section 162(m) or the other terms of our 2010 Plan. Stock options and stock appreciation
rights can qualify for the performance-based compensation exemption under Section 162(m) without regard to these or other
vesting conditions if the exercise price is not less than the fair market value of our common stock on the date of grant.

Stock Options.  The 2010 Plan permits the granting of (i) options to purchase common stock intended to qualify as incentive
stock options under Section 422 of the Code and (ii) options that do not so qualify. Options granted under the 2010 Plan will be
non-qualified options if they fail to qualify as incentive options or exceed the annual limit on incentive stock options. Incentive
stock options may only be granted to employees of the Company and its subsidiaries. Non-qualified options may be granted to any
persons eligible to receive incentive options and to non-employee directors and key persons. The option exercise price of each
option will be determined by the Compensation Committee but may not be less than 100% of the fair market value of the common
stock on the date of grant. Fair market value for this purpose will be the last reported sale price of the shares of common stock on
the NASDAQ Capital Market on the date of grant. The exercise price of an option may not be reduced after the date of the option
grant, other than to appropriately reflect changes in our capital structure.

The term of each option will be fixed by the Compensation Committee and may not exceed 10 years from the date of grant. The
Compensation Committee will determine at what time or times each option may be exercised. Options may be made exercisable in
installments and the exercisability of options may be accelerated by the Compensation Committee. In general, unless otherwise
permitted by the Compensation Committee, no option granted under the 2010 Plan is transferable by the optionee other than by will
or by the
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laws of descent and distribution, and options may be exercised during the optionee’s lifetime only by the optionee, or by the
optionee’s legal representative or guardian in the case of the optionee’s incapacity.

Upon exercise of options, the option exercise price must be paid in full either in cash, by certified or bank check or other
instrument acceptable to the Compensation Committee or by delivery (or attestation to the ownership) of shares of common stock
that are beneficially owned by the optionee for at least six months or were purchased in the open market. Subject to applicable law,
the exercise price may also be delivered to the Company by a broker pursuant to irrevocable instructions to the broker from the
optionee. In addition, the Compensation Committee may permit non-qualified options to be exercised using a net exercise feature
which reduces the number of shares issued to the optionee by the number of shares with a fair market value equal to the exercise
price.

To qualify as incentive options, options must meet additional federal tax requirements, including a $100,000 limit on the value
of shares subject to incentive options that first become exercisable by a participant in any one calendar year.

Stock Appreciation Rights.  The Compensation Committee may award stock appreciation rights subject to such conditions and
restrictions as the Compensation Committee may determine. Stock appreciation rights entitle the recipient to shares of common
stock equal to the value of the appreciation in the stock price over the exercise price. The exercise price is the fair market value of
the common stock on the date of grant. The term of a stock appreciation right will be fixed by the Compensation Committee and
may not exceed 10 years.

Restricted Stock.  The Compensation Committee may award shares of common stock to participants subject to such conditions
and restrictions as the Compensation Committee may determine. These conditions and restrictions may include the achievement of
certain performance goals and/or continued employment with us through a specified restricted period.

Restricted Stock shares.  The Compensation Committee may award restricted stock shares to any participants. Restricted stock
shares are generally payable in the form of shares of common stock, although restricted stock shares granted to the chief executive
officer may be settled in cash. These shares may be subject to such conditions and restrictions as the Compensation Committee may
determine. These conditions and restrictions may include the achievement of certain performance goals (as summarized above)
and/or continued employment with the Company through a specified vesting period. In the Compensation Committee’s sole
discretion, it may permit a participant to make an advance election to receive a portion of his or her future cash compensation
otherwise due in the form of a restricted stock unit award, subject to the participant’s compliance with the procedures established
by the Compensation Committee and requirements of Section 409A of the Code. During the deferral period, the deferred stock
awards may be credited with dividend equivalent rights.

Adjustments for Stock Dividends, Stock Splits, Etc.  The 2010 Plan requires the Compensation Committee to make appropriate
adjustments to the number of shares of common stock that are subject to the 2010 Plan, to certain limits in the 2010 Plan, and to
any outstanding awards to reflect stock dividends, stock splits, extraordinary cash dividends and similar events.

Tax Withholding.  Participants in the 2010 Plan are responsible for the payment of any federal, state or local taxes that the
Company is required by law to withhold upon the exercise of options or stock appreciation rights or vesting of other awards.
Subject to approval by the Compensation Committee, participants may elect to have the minimum tax withholding obligations
satisfied by authorizing the Company to withhold shares of common stock to be issued pursuant to the exercise or vesting.

Amendments and Termination.  The Board of Directors of the Company may at any time amend or discontinue the 2010 Plan
and the Compensation Committee may at any time amend or cancel any outstanding award for the purpose of satisfying changes in
the law or for any other lawful purpose. However, no such action may adversely affect any rights under any outstanding award
without the holder’s consent. To the extent required under the NASDAQ Capital Market rules, any amendments that materially
change the terms of the 2010 Plan will be subject to approval by our stockholders. Without approval by our stockholders, the
Compensation Committee may not reduce the exercise price of options or stock appreciation rights or effect repricing through
cancellation or re-grants, including any cancellation in exchange for cash.
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Amendments shall also be subject to approval by our stockholders if and to the extent determined by the Compensation Committee
to be required by the Code to preserve the qualified status of incentive options or to ensure that compensation earned under the
2010 Plan qualifies as performance-based compensation under Section 162(m) of the Code.

New Plan Benefits

The terms of awards under the 2010 Plan are to be determined based upon the discretion of the Compensation Committee.
Because no such determinations have yet been made and because the actual value of future awards will be based upon our future
performance, the benefits or amounts that will be received by or allocated to eligible employees cannot be determined at this time.

U.S. Federal Income Tax Consequences of Options Granted under our 2010 Plan

The following is a general summary of the material U.S. federal income tax consequences, under the current provisions of the
Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”) and regulations, to participants who are either U.S.
citizens or residents of certain transactions with respect to options granted under our 2010 Plan. Changes to these laws could alter
the tax consequences described below. This summary assumes that all options granted under our 2010 Plan are exempt from, or
comply with, the rules under Section 409A of the Internal Revenue Code related to non-qualified deferred compensation.

Incentive Stock Options.  Incentive stock options are intended to qualify for treatment under Section 422 of the Internal
Revenue Code. An employee is not required to recognize for regular U.S. federal income tax purposes any taxable income as a
result of the grant or as a result of the employee’s exercise of an option that is treated for tax purposes as an incentive stock option;
however, the difference between the exercise price and the fair market value of the shares at the time of exercise constitutes
alternative minimum taxable income and may require payment of an alternative minimum tax. On a sale of the shares acquired
through exercise of an incentive stock option, provided such sale does not occur (a) within two years of the date of grant of the
option or (b) within one year after the date of exercise, any recognized gain (or loss) will be taxed as long term capital gain (or loss)
and our company will not be entitled to any deduction in connection with the sale (or the grant or exercise) of the incentive stock
option. With respect to a sale of shares that occurs after the later of two years from the date of grant and one year after the date of
exercise, the tax basis of the shares for the purpose of a subsequent sale generally includes the option price paid for the shares.

However, if the employee disposes of the shares acquired upon exercise of an incentive stock option before the later of (a) two
years from the date of grant and (b) one year after the date of exercise, the employee will be treated as having received, at the time
of disposition, compensation taxable as ordinary income, and a corresponding deduction will be available to our company. The
amount treated as compensation income is, in general, the excess of the fair market value of the shares at the time of exercise over
the exercise price, and if the disposition is a taxable sale any additional gain recognized in the sale would be a capital gain, long or
short term depending on how long such shares were held. With limited exceptions, if the disposition is a sale or exchange at a price
less than the value of the shares at time of exercise, any ordinary income resulting from the disposition would be limited to the
excess, if any, of the sale price over the exercise price. For purposes of determining capital gain or loss on a sale of shares acquired
upon exercise of an incentive stock option, where the sale occurs before the later of two years from the date of grant and one year
after the date of exercise, the tax basis of the shares generally includes the option price paid for the shares and the compensation
income resulting from the sale of the shares.

Nonqualified Stock Options.  Upon the grant of a nonqualified stock option to purchase shares of our common stock under our
2010 Plan, the recipient will not be required to recognize any U.S. federal taxable income as a result of the grant. However, the
recipient (or its transferee, if the recipient has transferred its award) will be required to recognize ordinary income on the date the
recipient (or its transferee) exercises the nonqualified stock option. Generally, the measure of the income will be equal to the
difference between the fair market value of the shares on the date of exercise and the option price. The tax basis of the shares
acquired on exercise of a nonqualified stock option for the purpose of determining gain or loss on a subsequent sale generally
includes the option price paid and the ordinary income resulting from exercise of the nonqualified stock option. The income on
exercise of a nonqualified stock option awarded to an employee
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is subject to federal tax withholding. Generally, our company will be entitled to a deduction in the amount reported as income on
the exercise of a nonqualified stock option.

Compensation Deduction Limitation.  Under Section 162(m), our company’s federal income tax deductions for certain
compensation paid to covered employees is limited to $1 million per year. Section 162(m) provides an exception to this limitation
for certain “performance-based” compensation approved by a committee consisting solely of at least two “outside directors.”
Section 162(m) also provides transition relief from its limitations for certain awards made pursuant to a compensation plan that was
in existence before a company becomes publicly held, as defined in the Section 162(m) regulations. If our stockholders approve the
material terms of the performance goals under our 2010 Plan, and subject to our complying with other requirements, we would
expect to be able to use our 2010 Plan to grant awards that qualify for the performance-based compensation exemption. Whether
awards not relying on the performance-based compensation exemption would fail to be deductible by reason of Section 162(m) will
depend on the particular facts surrounding the award, including the possible availability of the previously described transition-
period relief.

Recommendation

The Board of Directors recommends a vote “FOR” approval of the foregoing proposal. Proxies will be so voted unless
stockholders specify otherwise in their proxies.

Vote Required

Approval of this proposal requires the affirmative vote of a majority of the shares present in person or represented by proxy and
entitled to vote on the matter. Abstentions will have the same effect as voting against the resolution. Because broker non-votes are
not counted as votes for or against this resolution, they will have no effect on the outcome of the vote.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” PROPOSAL NO. 5.
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CORPORATE GOVERNANCE

Director Independence

We believe that the Company benefits from having a strong and independent Board. For a director to be considered
independent, the Board must determine that the director does not have any direct or indirect material relationship with the Company
that would affect his or her exercise of independent judgment. On an annual basis, the Board reviews the independence of all
directors under guidelines established by NASDAQ and in light of each director’s affiliations with the Company and members of
management, as well as significant holdings of Company securities. This review considers all known relevant facts and
circumstances in making an independence determination. Based on this review, the Board has made an affirmative determination
that all directors, other than Drs. Quay and Chen, are independent. It was determined that Dr. Quay lacks independence because of
his status as the Company’s President and Chief Executive Officer and that Dr. Chen lacks independence because of her status as
the Company’s Chief Scientific Officer.

Corporate Code of Business Conduct and Ethics

We believe that our Board and committees, led by a group of strong and independent directors, provide the necessary
leadership, wisdom and experience that the Company needs in making sound business decisions. Our Corporate Code of Business
Conduct and Ethics helps clarify the operating standards and ethics that we expect of all of our officers, directors and employees in
making and implementing those decisions. Waivers of our Corporate Code of Business Conduct and Ethics may only be granted by
the Board or the Audit Committee and will be publicly announced promptly on our website. In furthering our commitment to these
principles, we invite you to review our Corporate Code of Business Conduct and Ethics located on our website at
www.atossagenetics.com.

Stockholder Communications

Generally, stockholders who have questions or concerns regarding the Company should contact our Investor Relations
representative at (212) 710-9686. However, any stockholders who wish to address questions regarding the business or affairs of the
Company directly with the Board, or any individual director, should direct his or her questions in writing to the Chairman of the
Board, Atossa Genetics Inc., 4105 E. Madison Street, Suite 320, Seattle, Washington 98112. Upon receipt of any such
communications, the correspondence will be directed to the appropriate person, including individual directors.

BOARD OF DIRECTORS AND COMMITTEES

During fiscal 2012, our Board met eight times. Each director attended at least 75% of the aggregate of the meetings of the
Board and meetings of the committees of which he or she was a member in our last fiscal year. During fiscal 2012, our Board had
an Audit Committee, a Compensation Committee and a Nominating and Governance Committee. All members of the Audit,
Compensation and Nominating and Governance Committees are non-employee directors who are deemed independent.

Although the Company has no formal policies regarding director attendance at annual meetings, it does expect that all members
of the Board will attend the 2013 Annual Meeting.

Board Leadership Structure and Risk Oversight

The Board currently combines the role of Chairman of the Board with the role of Chief Executive Officer. The Board believes
this leadership model, together with four of the other five Board members being independent, all key committees of the Board
being comprised solely of, and chaired by, independent directors, and the Company’s established governance guidelines, provides
an effective leadership structure for the Company. Combining the Chairman and Chief Executive Officer roles fosters clear
accountability, effective decision-making, and aligns corporate strategy with the Company’s day-to-day operations. In addition, to
ensure effective independent oversight of the Company, the Board holds meetings of the independent directors of the Board at
every meeting.

Dr. Quay has served as Chairman and Chief Executive Officer since the Company was incorporated in April 2009. The
independent directors believe that because Dr. Quay manages the Company on a day-to-day
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basis as Chief Executive Officer, his direct involvement in the Company’s operations makes him uniquely qualified to lead the
Board in effective decision-making and to efficiently align the Company’s day-to-day operations with the Board’s objectives.

The Board has overall responsibility for the oversight of the Company’s risk management process, which is designed to support
the achievement of organizational objectives, including strategic objectives, to improve long-term organizational performance and
enhance shareholder value. Risk management includes not only understanding company-specific risks and the steps management
implements to manage those risks, but also what level of risk is acceptable and appropriate for the Company. Management is
responsible for establishing our business strategy, identifying and assessing the related risks and implementing appropriate risk
management practices. The Board periodically reviews our business strategy and management’s assessment of the related risk, and
discusses with management the appropriate level of risk for the Company. The Board also delegates oversight to Board committees
to oversee selected elements of risk as set forth below.

Board Committees

Audit Committee.  As of the Record Date, the Audit Committee was comprised of Dr. Cross (Chairman) and Messrs. Barnhart
and Remmel. The Audit Committee selects the Company’s independent registered public accounting firm, approves its
compensation, oversees and evaluates the performance of the independent registered public accounting firm, oversees the
accounting and financial reporting policies and internal control systems of the Company, reviews the Company’s interim and
annual financial statements, independent registered public accounting firm reports and management letters, and performs other
duties, as specified in the Audit Committee Charter, a copy of which is available on the Company’s website at
www.atossagenetics.com. Additionally, the Audit Committee is involved in the oversight of the Company’s risk management
through its review of policies relating to risk assessment and management. The Audit Committee met five times in fiscal 2012. All
members of the Audit Committee satisfy the current independence standards promulgated by NASDAQ and the SEC and the Board
has determined that Dr. Cross qualifies as an “audit committee financial expert,” as the SEC has defined that term in Item 407 of
Regulation S-K.

Compensation Committee.  As of the Record Date, the Compensation Committee was comprised of Mr. Barnhart (Chairman)
and Drs. Cross and Galli. The Compensation Committee reviews and recommends the compensation arrangements for
management, or approves such arrangements if so directed by the Board, establishes and reviews general compensation policies,
administers the Company’s equity compensation plans and reviews and recommends to the Board the compensation paid to non-
employee directors for their service on the Board. Our Chief Executive Officer makes recommendations to the Compensation
Committee regarding the corporate and individual performance goals and objectives relevant to executive compensation and
executives’ performance in light of such goals and objectives, and recommends other executives’ compensation levels to the
Compensation Committee based on such evaluations. The Compensation Committee considers these recommendations and then
makes an independent decision regarding officer compensation levels and awards. The Compensation Committee met two times in
fiscal 2012. A copy of the Compensation Committee charter is available on the Company’s website at www.atossagenetics.com. All
members of the Compensation Committee satisfy the current NASDAQ independence standards.

Nominating and Governance Committee.  As of the Record Date, the Nominating and Governance Committee was comprised
of Dr. Galli (Chairman) and Messrs. Barnhart and Remmel. The Nominating and Governance Committee identifies and nominates
candidates for election to the Board, establishes policies under which stockholders may recommend a candidate for consideration
for nomination as a director, annually reviews and evaluates the performance, operations, size and composition of the Board and
periodically assesses and reviews the Company’s Corporate Governance Guidelines and recommends any appropriate changes
thereto. The Nominating and Governance Committee did not meet in fiscal 2012. A copy of the Corporate Governance Committee
charter is available on our website at www.atossagenetics.com. All members of the Corporate Governance Committee satisfy the
current NASDAQ independence standards.
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EXECUTIVE OFFICERS

Our current executive officers and key employees and their respective ages and positions as of the Record Date are set forth in
the following table. Biographical information regarding each executive officer and key employee who is not also a director is set
forth following the table. Biographical information for Drs. Quay and Chen is set forth above under Proposal No. 1 (Election of
Directors).   

Name  Age  Position
Steven C. Quay, M.D., Ph.D.  62  Chairman of the Board, President and Chief Executive Officer
Kyle Guse  49  Chief Financial Officer, General Counsel and Secretary
Shu-Chih Chen, Ph.D.  51  Director, Chief Scientific Officer

Kyle Guse, Esq., CPA.  Mr. Guse has served as Chief Financial Officer, General Counsel and Secretary since January 2013. His
experience includes more than 20 years of counseling life sciences and other rapid growth companies through all aspects of finance,
corporate governance, securities laws and commercialization. Mr. Guse has practiced law at several of the largest international law
firms, including from January 2012 through January 2013 as a partner at Baker Botts LLP and, prior to that, from October 2007 to
January 2012, as a partner at McDermott Will & Emery LLP. Before working at McDermott Will & Emery, Mr. Guse previously
served as a partner at Heller Ehrman LLP. Mr. Guse began his career as an accountant at Deloitte & Touche and he is a licensed
Certified Public Accountant in the state of California. Mr. Guse earned a B.S. in Business Administration and an M.B.A. from
California State University, Sacramento, and a J.D. from Santa Clara University School of Law.

CERTAIN RELATIONSHIPS AND RELATED-PARTY TRANSACTIONS

Transactions with Related Parties

Other than compensation arrangements described below under the captions “Executive Compensation” and “Director
Compensation,” we are not a party to any transactions between us and certain “related parties,” which are generally considered to
be our directors and executive officers, nominees for director, holders of 5% or more of our outstanding common stock and
members of their immediate families.

Related-Party Transaction Review and Approval

Related party transactions that the Company is required to disclose publicly under the federal securities laws will require prior
approval of the Company’s independent directors without the participation of any director who may have a direct or indirect
interest in the transaction in question. Related parties include directors, nominees for director, principal stockholders, executive
officers and members of their immediate families. For these purposes, a “transaction” will include all financial transactions,
arrangements or relationships, ranging from extending credit to the provision of goods and services for value and will include any
transaction with a company in which a director, executive officer immediate family member of a director or executive officer, or
principal stockholder (that is, any person who beneficially owns five percent or more of any class of the Company’s voting
securities) has an interest by virtue of a 10% or greater equity interest. The Company’s policies and procedures regarding related
party transactions are not expected to be a part of a formal written policy, but rather, will represent a course of practice determined
to be appropriate by the Board of Directors of the Company.

SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Exchange Act requires our executive officers and directors, and persons who own more than 10% of a
registered class of our equity securities, to file reports of beneficial ownership and changes in beneficial ownership with the SEC.
Executive officers, directors and greater-than-10% stockholders are required by SEC regulations to furnish us with copies of all
reports filed under Section 16(a). To the Company’s knowledge, based solely on the review of copies of the reports filed with the
SEC, all reports required to be filed by our executive officers, directors and greater-than-10% stockholders were timely filed in
fiscal 2012.
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EQUITY COMPENSATION PLAN INFORMATION

The following table sets forth certain information, as of December 31, 2012, regarding the Company’s 2010 Stock Option and
Incentive Plan, as well as other stock options and warrants previously issued by the Company as compensation for services.   

Plan category  Number of
Securities to be

Issued Upon
Exercise of

Outstanding
Options, Warrants

and Rights

 Weighted-Average
Exercise Price of

Outstanding
Options, Warrants

and Rights

 Number of Securities
Remaining Available for
Future Issuance Under
Equity Compensation

Plans (Excluding
Securities Reflected in

First Column)(1)

Equity compensation plans approved by security
holders

  852,137  $ 1.53   598,137 

Equity compensation plans not approved by
security holders

  —  $ —   — 

Total   852,137  $ 1.53   598,137 

(1) Excludes shares that may be added after December 31, 2012 pursuant to the “evergreen” feature under the 2010 Stock Option
and Incentive Plan. For example, on January 1, 2013, 500,000 shares were automatically added to the 2010 Stock Option and
Incentive Plan under the evergreen feature.

SECURITY OWNERSHIP OF CERTAIN
BENEFICIAL OWNERS AND MANAGEMENT

Based on information available to us and filings with the SEC, the following table sets forth certain information regarding the
beneficial ownership (as defined by Rule 13d-3 under the Securities Exchange Act of 1934) of our outstanding common stock for
(i) each of our directors, (ii) each of our “named executive officers,” as defined in Executive Compensation below, (iii) all of our
directors and executive officers as a group, and (iv) persons known to us to beneficially hold more than 5% of our outstanding
common stock. The following information is presented as of March 31, 2013 or such other date as may be reflected below.

Beneficial ownership and percentage ownership are determined in accordance with the rules of the SEC and include voting or
investment power with respect to shares of stock. This information does not necessarily indicate beneficial ownership for any other
purpose. Under these rules, shares of common stock issuable under stock options or warrants that are exercisable within 60 days of
March 31, 2013 are deemed outstanding for the purpose of computing the percentage ownership of the person holding the options
or warrant(s), but are not deemed outstanding for the purpose of computing the percentage ownership of any other person.

Unless otherwise indicated below, the address of each person listed on the table is c/o Atossa Genetics Inc., 4105 E. Madison
Street, Suite 320, Seattle, Washington 98112.   

 Shares Beneficially Owned
Name of Beneficial Owner  Number  Percent of

Class(1)

Steven C. Quay, M.D., Ph.D.(2)   5,107,442   34.6% 
Shu-Chih Chen, Ph.D.(3)   4,383,346   30.0% 
John Barnhart(4)   185,342   1.3% 
Kyle Guse   —   — 
Stephen J. Galli, M.D.(5)   63,601   * 
Alexander D. Cross, Ph.D.(6)   134,293   * 
H. Lawrence Remmel, Esq.(7)   2,000   * 
All current executive officers and directors as a group (7 persons)   5,600,444   37.1% 
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* Less than one percent.

(1) Based on 14,508,019 shares of common stock issued and outstanding as of March 31, 2013.

(2) Consists of (i) 584,543 shares of common stock directly owned by Dr. Quay, (ii) 4,275,580 shares of common stock owned by
Ensisheim and (iii) 247,319 shares of common stock issuable upon the exercise of stock options held by Dr. Quay and
exercisable within 60 days after March 31, 2013. Drs. Quay and Chen share voting and investment power over the securities
held by Ensisheim. Ensisheim is solely owned and controlled by Drs. Quay and Chen, and, as a result, Drs. Quay and Chen are
deemed to be beneficial owners of the shares held by this entity.

(3) Consists of (i) 4,275,580 shares of common stock owned by Ensisheim and (ii) 107,766 shares of common stock issuable upon
the exercise of stock options held by Dr. Chen and exercisable within 60 days after March 31, 2013. Drs. Quay and Chen share
voting and investment power over the securities held by Ensisheim. Ensisheim is solely owned and controlled by Drs. Quay and
Chen, and, as a result, Drs. Quay and Chen are deemed to be beneficial owners of the shares held by this entity.

(4) Consists of (i) 39,765 shares of common stock held by Mr. Barnhart (ii) 17,674 shares of common stock held by certain family
members and for which Mr. Barnhart is the beneficial owner and (iii) 127,903 shares of common stock issuable upon the
exercise of stock options held by Mr. Barnhart and exercisable within 60 days of March 31, 2013.

(5) Consists of 17,674 shares of common stock held by Dr. Galli and 45,927 shares of common stock issuable upon the exercise of
stock options held by Dr. Galli and exercisable within 60 days of March 31, 2013.

(6) Consists of 88,366 shares of common stock held by the Alexander D. Cross Family Trust (Mr. Alexander D. Cross has sole
voting and investment power over the securities held by the trust and as such, is deemed to be the beneficial owner of the shares
held by this entity) and 45,927 shares of common stock issuable upon the exercise of stock options held by Dr. Cross and
exercisable within 60 days of March 31, 2013.

(7) Consists of 2,000 shares of common stock held by Mr. Remmel.
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EXECUTIVE COMPENSATION

Remuneration of Officers

Our Compensation Committee is responsible for reviewing and evaluating key executive employee base salaries, setting goals
and objectives for executive bonuses and administering benefit plans. The Compensation Committee provides advice and
recommendations to our Board of Directors on such matters. See “Committees of the Board of Directors — Compensation
Committee” for further details on the role of the Compensation Committee.

Summary Compensation Table

The following table sets forth the compensation earned by our Chief Executive Officer, Chief Scientific Officer and Chief
Financial Officer (collectively, the “Named Executive Officers”) for fiscal years 2011 and 2012:    

Name and Position  Year  Salary  Bonus(1)  Total
Steven C. Quay, M.D., Ph.D.
President and Chief Executive Officer

  2012   $ 250,000  $ 72,590  $ 322,590 
  2011   $ 250,000  $ 61,905  $ 311,905 

Christopher Benjamin(2)

Chief Financial Officer
  2012   $ 109,300  $ —  $ 109,300 
  2011   $ 38,968  $ —  $ 38,968 

Shu-Chih Chen, Ph.D.
Chief Scientific Officer

  2012   $ 200,000  $ 43,554  $ 243,554 
  2011   $ 200,000  $ 37,143  $ 237,143 

(1) No options were granted to the Named Executive Officers in 2012. The bonuses payable to Drs. Quay and Chen for 2012 were
paid on March 11, 2013 in the form of fully-vested options with Dr. Quay receiving an option to purchase 44,194 shares of
common stock at $6.57 per share, the fair market value of our common stock on the date of grant, and Dr. Chen receiving an
option to purchase 26,516 shares at $6.57 per share, the fair market value of our common stock on the date of grant. See
“Employment Agreements” below for a further description of the compensation arrangements with these officers.

(2) Mr. Benjamin served as a part-time employee and was compensated pursuant to a consulting agreement, as described below. Mr.
Benjamin served as our interim Chief Financial Officer through January 3, 2013. Kyle Guse was appointed as our Chief
Financial Officer, General Counsel and Secretary on January 4, 2013.

Outstanding Equity Awards at Fiscal Year-End

The following table shows information regarding our outstanding equity awards at December 31, 2012 for the Named
Executive Officers:     

Name  Number of
Securities

Underlying
Unexercised

Options
(#)

Exercisable

 Number of
Securities

Underlying
Unexercised

Options
(#)

Unexercisable

 Option
Exercise

Price

 Option
Expiration

Date

Steven C. Quay, M.D., Ph.D.(1)   187,500   62,500  $ 5.00   7/22/2015 
Christopher Benjamin   —   —   —   — 
Shu-Chih Chen, Ph.D.(2)   75,000   25,000  $ 5.00   7/22/2015 

(1) Dr. Quay received an option to purchase up to 250,000 shares of common stock at an exercise price of $5.00 per share, the fair
market value of the common stock on the date of grant, as determined by the Board of Directors. One quarter of the shares of
common stock underlying the option, or 62,500 shares, vested on December 31, 2010, and the remaining 75%, or 187,500
shares, vest in equal quarterly installments over the next three years, so long as Dr. Quay remains employed with us.

(2) Dr. Chen received an option to purchase up to 100,000 shares of common stock at an exercise price of $5.00 per share, the fair
market value of the common stock on the date of grant, as determined by the Board of Directors. One quarter of the shares of
common stock underlying the option, or 25,000 shares, vested on December 31, 2010, and the remaining 75%, or 75,000 shares,
vest in equal quarterly installments over the next three years, so long as Dr. Chen remains employed with us.
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Employment Agreements

Employment Agreement with Steven Quay, M.D., Ph.D.

The Company has entered into an employment agreement with Dr. Quay to act as the Company’s Chief Executive Officer. The
agreement provides for an initial base salary of $250,000 per year and an annual target bonus of up to 40% of Dr. Quay’s then-
current base salary, payable upon the achievement of performance goals to be established annually by the Compensation
Committee. These salary and bonus levels continued for 2012.

The goals for fiscal 2012 included completion of a financing transaction, national launch of ForeCYTE and ArgusCYTE, field
test launch of FullCYTE, regulatory filings for NextCYTE and intraductal treatment, identify an additional product, evaluate
potential modifications to the ArgusCYTE test, recruit and retain additional personnel, establish business model for foreign markets
and manage the company through the IPO process. In February 2013, the Compensation Committee reviewed the performance of
Dr. Quay for 2012 against these goals and determined that his bonus for 2012 would be $72,590. In lieu of receiving a cash bonus,
Dr. Quay received a fully-vested option to purchase 44,194 shares of common stock at $6.57 per share, the fair market value of the
Company’s common stock on the date of grant.

Under his employment agreement, Dr. Quay received an option to purchase up to 250,000 shares of common stock at an
exercise price of $5.00 per share, the fair market value of the common stock on the date of grant, as determined by the Board of
Directors. One-quarter of the shares of common stock underlying the option, or 62,500 shares, vested on December 31, 2010, and
the remaining 75%, or 187,500 shares, vest in equal quarterly installments over the next three years, so long as Dr. Quay remains
employed with the Company.

During the employment term, the Company will make available to Dr. Quay employee benefits provided to other key
employees and officers of the Company. To the extent these benefits are based on length of service with the Company, Dr. Quay
will receive full credit for prior service with the Company. Participation in health, hospitalization, disability, dental and other
insurance plans that the Company may have in effect for other executives, all of which shall be paid for by the Company with
contribution by Dr. Quay as set for the other executives, as and if appropriate.

Dr. Quay will be entitled to six weeks of paid vacation per year for each full year of employment, pro-rated for each partial
year. Vacation time not taken during a calendar year will not be accrued to the next calendar year.

Dr. Quay has also agreed that, for the period commencing on the date of his employment agreement with the Company and
during the term of his employment and for a period of 12 months following voluntary termination of his employment with the
Company that he will not compete with the Company in the United States. The employment agreement also contains provisions
relating to confidential information and assignment of inventions, which require Dr. Quay to refrain from disclosing any proprietary
information and to assign to the Company any inventions which directly concern the MASCT System, Oxy-MASCT System, or
future products, research, or development, or which result from work they perform for the Company or using its facilities.

Consulting Agreement with Christopher Benjamin.

The Company has entered into an agreement with Christopher Benjamin to act as the Company’s interim Chief Financial
Officer during 2011 and 2012. The agreement provided a monthly retainer fee of $2,250 for up to 25 hours of work per month and
$100 per hour beyond that level. The agreement was terminated on January 3, 2013 in connection with Mr. Benjamin’s departure as
the interim Chief Financial Officer.

Employment Agreement with Shu-Chih Chen, Ph.D.

The Company has entered into an employment agreement with Dr. Chen to act as the Company’s Chief Scientific Officer. The
agreement provides for an initial base salary of $200,000 per year and an annual target bonus of up to 30% of Dr. Chen’s then-
current base salary, payable upon the achievement of performance goals to be established annually by the Compensation
Committee. These base salary and bonus levels continued for 2012.
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The goals for fiscal 2012 included completion of a financing transaction, national launch of ForeCYTE and ArgusCYTE, field
test launch of FullCYTE, regulatory filings for NextCYTE and intraductal treatment, identify an additional product, evaluate
potential modifications to the ArgusCYTE test, recruit and retain additional personnel, establish business model for foreign markets
and manage the company through the IPO process. In February 2013, the Compensation Committee reviewed the performance of
Dr. Chen for 2012 against these goals and determined that her bonus for 2012 would be $43,554. In lieu of receiving a cash bonus,
Dr. Chen received a fully-vested option to purchase 26,516 shares at $6.57 per share, the fair market value of the Company’s
common stock on the date of grant.

Under her employment agreement, Dr. Chen received an option to purchase up to 100,000 shares of common stock at an
exercise price of $5.00 per share, the fair market value of the common stock on the date of grant, as determined by the Board of
Directors. One quarter of the shares of common stock underlying the option, or 25,000 shares, vested on December 31, 2010, and
the remaining 75%, or 75,000 shares, vest in equal quarterly installments over the next three years, so long as Dr. Chen remains
employed with the Company.

During the employment term, the Company will make available to Dr. Chen employee benefits provided to other key
employees and officers of the Company. To the extent these benefits are based on length of service with the Company, Dr. Chen
will receive full credit for prior service with the Company. Participation in health, hospitalization, disability, dental and other
insurance plans that the Company may have in effect for other executives, all of which shall be paid for by the Company with
contribution by Dr. Chen as set for the other executives, as and if appropriate.

Dr. Chen will be entitled to six weeks of paid vacation per year for each full year of employment, pro rated for each partial year.
Vacation time not taken during a calendar year will not be accrued to the next calendar year.

Dr. Chen has also agreed that, for the period commencing on the date of her employment agreement with the Company and
during the term of her employment and for a period of 12 months following voluntary termination of her employment with the
Company that she will not compete with the Company in the United States. The employment agreement also contains provisions
relating to confidential information and assignment of inventions, which require Dr. Chen to refrain from disclosing any proprietary
information and to assign to the Company any inventions that directly concern the MASCT System, Oxy-MASCT System, or
future products, research, or development, or that result from work she performs for the Company or using its facilities.

Severance Benefits and Change in Control Arrangements

The Company has agreed to provide the severance benefits and change in control arrangements described below to its named
executive officers.

Dr. Steven Quay

Pursuant to his employment agreement, if (i) the Company terminates the employment of Dr. Quay without cause, or (ii) Dr.
Quay terminates his employment for good reason, then Dr. Quay will be entitled to receive all accrued but unpaid compensation,
plus a severance payment equal to 12 months of base salary. In addition, upon such event, the vesting of all shares of common stock
underlying options then held by Dr. Quay will accelerate, and the options will remain exercisable for the remainder of their terms.
The cash severance payment is required to be paid in substantially equal installments over a period of six months beginning on the
Company’s first payroll date that occurs following the 30th day after the effective date of termination of Dr. Quay’s employment,
subject to certain conditions. The Company will not be required, however, to pay any severance pay for any period following the
termination date if Dr. Quay materially violates certain provisions of his employment agreement and the violation is not cured
within 30 days following receipt of written notice from the Company containing a description of the violation and a demand for
immediate cure.

In addition, under the terms of his employment agreement, in the event of a “change in control” of the Company (as defined in
the employment agreement) during Dr. Quay’s employment term, Dr. Quay will be
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entitled to receive a one-time payment equal to 2.9 times his base salary, and the vesting of all outstanding equity awards then held
by Dr. Quay will accelerate such that they are fully vested as of the date of the change in control.

Dr. Shu-Chih Chen

Pursuant to her employment agreement, if (i) the Company terminates the employment of Dr. Chen without cause, or (ii) Dr.
Chen terminates her employment for good reason, then Dr. Chen will be entitled to receive all accrued but unpaid compensation,
plus a severance payment equal to 12 months of base salary. In addition, upon such event, the vesting of all shares of common stock
underlying options then held by Dr. Chen will accelerate, and the options will remain exercisable for the remainder of their terms.
The cash severance payment is required to be paid in substantially equal installments over a period of six months beginning on the
Company’s first payroll date that occurs following the 30th day after the effective date of termination of Dr. Chen’s employment,
subject to certain conditions. The Company will not be required, however, to pay any severance pay for any period following the
termination date if Dr. Chen materially violates certain provisions of her employment agreement and the violation is not cured
within 30 days following receipt of written notice from the Company containing a description of the violation and a demand for
immediate cure.

In addition, under the terms of her employment agreement, in the event of a “change in control” of the Company (as defined in
the employment agreement) during Dr. Chen’s employment term, Dr. Chen will be entitled to receive a one-time payment equal to
2.9 times her base salary, and the vesting of all outstanding equity awards then held by Dr. Chen will accelerate such that they are
fully vested as of the date of the change in control.

2010 Stock Option and Incentive Plan

The Company’s 2010 Stock Option and Incentive Plan, or the 2010 Plan, provides for the grant of equity-based awards to
employees, officers, non-employee directors and other key persons providing services to the Company. Awards of incentive options
may be granted under the 2010 Plan until September 2020. No other awards may be granted under the 2010 Plan after the date that
is 10 years from the date of stockholder approval.

Plan Administration.  The 2010 Plan may be administered by the full board or the Compensation Committee. It is the current
intention of the Company that the 2010 Plan be administered by the Compensation Committee. The Compensation Committee has
full power to select, from among the individuals eligible for awards, the individuals to whom awards will be granted, to make any
combination of awards to participants, and to determine the specific terms and conditions of each award, subject to the provisions
of the 2010 Plan. The Compensation Committee may delegate to our Chief Executive Officer the authority to grant stock options to
employees who are not subject to the reporting and other provisions of Section 16 of the Exchange Act and not subject to Section
162(m) of the Code, subject to certain limitations and guidelines.

Eligibility.  Persons eligible to participate in the 2010 Plan will be those full or part-time officers, employees, non-employee
directors and other key persons (including consultants and prospective officers) of the Company and its subsidiaries as selected
from time to time by the Compensation Committee in its discretion.

Plan Limits.  Initially, the total number of shares of common stock available for issuance under the 2010 Plan is 1,000,000
shares (or 2,263,320 shares prior to the reverse stock-split on September 28, 2010). As of January 1, 2012 and each January 1
thereafter, the number of shares of common stock reserved and available for issuance under the 2010 Plan will be cumulatively
increased by 4% of the number of shares of common stock issued and outstanding on the immediately preceding December 31.
Subject to these overall limitations, the maximum aggregate number of shares of Stock that may be issued in the form of incentive
stock options or stock appreciation rights to any one individual will not exceed 50% of the initial 2010 Plan limit of 1,000,000,
cumulatively increased on January 1, 2012 and each January 1 thereafter by the lesser of (i) the 4% annual increase applicable to
the 2010 Plan for such year or (ii) 500,000 shares.
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Stock Options.  The 2010 Plan permits the granting of (i) options to purchase common stock intended to qualify as incentive
stock options under Section 422 of the Code and (ii) options that do not so qualify. Options granted under the 2010 Plan will be
non-qualified options if they fail to qualify as incentive options or exceed the annual limit on incentive stock options. Incentive
stock options may only be granted to employees of the Company and its subsidiaries. Non-qualified options may be granted to any
persons eligible to receive incentive options and to non-employee directors and key persons. The option exercise price of each
option will be determined by the Compensation Committee but may not be less than 100% of the fair market value of the common
stock on the date of grant. Fair market value for this purpose will be the last reported sale price of the shares of common stock on
the NASDAQ Capital Market on the date of grant. The exercise price of an option may not be reduced after the date of the option
grant, other than to appropriately reflect changes in our capital structure.

The term of each option will be fixed by the Compensation Committee and may not exceed 10 years from the date of grant. The
Compensation Committee will determine at what time or times each option may be exercised. Options may be made exercisable in
installments and the exercisability of options may be accelerated by the Compensation Committee. In general, unless otherwise
permitted by the Compensation Committee, no option granted under the 2010 Plan is transferable by the optionee other than by will
or by the laws of descent and distribution, and options may be exercised during the optionee’s lifetime only by the optionee, or by
the optionee’s legal representative or guardian in the case of the optionee’s incapacity.

Upon exercise of options, the option exercise price must be paid in full either in cash, by certified or bank check or other
instrument acceptable to the Compensation Committee or by delivery (or attestation to the ownership) of shares of common stock
that are beneficially owned by the optionee for at least six months or were purchased in the open market. Subject to applicable law,
the exercise price may also be delivered to the Company by a broker pursuant to irrevocable instructions to the broker from the
optionee. In addition, the Compensation Committee may permit non-qualified options to be exercised using a net exercise feature
which reduces the number of shares issued to the optionee by the number of shares with a fair market value equal to the exercise
price.

To qualify as incentive options, options must meet additional federal tax requirements, including a $100,000 limit on the value
of shares subject to incentive options that first become exercisable by a participant in any one calendar year.

Stock Appreciation Rights.  The Compensation Committee may award stock appreciation rights subject to such conditions and
restrictions as the Compensation Committee may determine. Stock appreciation rights entitle the recipient to shares of common
stock equal to the value of the appreciation in the stock price over the exercise price. The exercise price is the fair market value of
the common stock on the date of grant. The term of a stock appreciation right will be fixed by the Compensation Committee and
may not exceed 10 years.

Restricted Stock.  The Compensation Committee may award shares of common stock to participants subject to such conditions
and restrictions as the Compensation Committee may determine. These conditions and restrictions may include the achievement of
certain performance goals and/or continued employment with us through a specified restricted period.

Restricted Stock shares.  The Compensation Committee may award restricted stock shares to any participants. Restricted stock
shares are generally payable in the form of shares of common stock, although restricted stock shares granted to the chief executive
officer may be settled in cash. These shares may be subject to such conditions and restrictions as the Compensation Committee may
determine. These conditions and restrictions may include the achievement of certain performance goals (as summarized above)
and/or continued employment with the Company through a specified vesting period. In the Compensation Committee’s sole
discretion, it may permit a participant to make an advance election to receive a portion of his or her future cash compensation
otherwise due in the form of a restricted stock unit award, subject to the participant’s compliance with the procedures established
by the Compensation Committee and requirements of Section 409A of the Code. During the deferral period, the deferred stock
awards may be credited with dividend equivalent rights.

25

 



 

TABLE OF CONTENTS

Adjustments for Stock Dividends, Stock Splits, Etc.  The 2010 Plan requires the Compensation Committee to make appropriate
adjustments to the number of shares of common stock that are subject to the 2010 Plan, to certain limits in the 2010 Plan, and to
any outstanding awards to reflect stock dividends, stock splits, extraordinary cash dividends and similar events.

Tax Withholding.  Participants in the 2010 Plan are responsible for the payment of any federal, state or local taxes that the
Company is required by law to withhold upon the exercise of options or stock appreciation rights or vesting of other awards.
Subject to approval by the Compensation Committee, participants may elect to have the minimum tax withholding obligations
satisfied by authorizing the Company to withhold shares of common stock to be issued pursuant to the exercise or vesting.

Amendments and Termination.  The Board of Directors of the Company may at any time amend or discontinue the 2010 Plan
and the Compensation Committee may at any time amend or cancel any outstanding award for the purpose of satisfying changes in
the law or for any other lawful purpose. However, no such action may adversely affect any rights under any outstanding award
without the holder’s consent. To the extent required under the NASDAQ Capital Market rules, any amendments that materially
change the terms of the 2010 Plan will be subject to approval by our stockholders. Without approval by our stockholders, the
Compensation Committee may not reduce the exercise price of options or stock appreciation rights or effect repricing through
cancellation or re-grants, including any cancellation in exchange for cash. Amendments shall also be subject to approval by our
stockholders if and to the extent determined by the Compensation Committee to be required by the Code to preserve the qualified
status of incentive options or to ensure that compensation earned under the 2010 Plan qualifies as performance-based compensation
under Section 162(m) of the Code.

Other Benefits

The Company offers health, dental, disability, and life insurance to its full-time employees. All employees pay a portion of
health, dental, and disability insurance premiums and pay all life insurance premiums.
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DIRECTOR COMPENSATION

The non-employee directors of the Company receive the following:

• upon joining the Board, an initial director compensation fee of $50,000, paid in shares of the Company’s common stock and
that vests ratably over one year from the date of grant;

• an annual director retainer of $50,000, paid in shares of the Company’s common stock and/or options to purchase common
stock and that vests ratably over one year; and

• a fee of $2,000 for the chairperson for each Board or committee meeting attended in person, a fee of $1,500 for the
members for each Board or committee meeting attended in person, a fee of $1,500 for the chairperson for each Board or
committee meeting attended via telephone and a fee of $1,000 for the members for each Board or committee meeting
attended via telephone.

In addition to the above, annual compensation for service on the Audit Committee is $12,000 for the Chair and $8,000 for each
member, paid in fully vested shares of the Company’s common stock and/or options to purchase common stock, payable in arrears;
and annual compensation for service on the Compensation Committee and Nominating/Governance Committee is $10,000 for the
Chair and $6,000 for each member, paid in fully vested shares of the Company’s common stock and/or options to purchase
common stock, payable in arrears.

The employee directors receive no compensation for their board service. Pursuant to the policies of Pryor Cashman, the law
firm of which Mr. Remmel is a partner, the compensation Mr. Remmel receives for his services as a director (other than expense
reimbursement) is paid to the firm directly. All directors receive reimbursement for reasonable travel expenses. The following table
sets forth information regarding compensation earned by our non-employee directors during the fiscal year ended December 31,
2012:   

Name  Fees Earned or
Paid in Cash(6)

 Total

John Barnhart(1)(5)  $ 88,500  $ 88,500 
Stephen Galli, M.D.(2)(5)  $ 73,000  $ 73,000 
Alexander Cross, Ph.D.(3)(5)  $ 85,500  $ 85,500 
H. Lawrence Remmel, Esq.(4)(5)  $ 77,500  $ 77,500 

(1) Fees earned or paid in cash consists of (a) $14,500 in meeting attendance fees; (b) $8,000 paid in fully vested options, payable
in arrears, for service as a member of the Audit Committee; (c) $10,000 paid in fully vested options, payable in arrears, for
service as chairperson of the Compensation Committee; (d) $6,000 paid in fully vested options, payable in arrears, for service as
a member of the Nominating/Governance Committee; and (e) $50,000 paid in shares of common stock and/or options to
purchase shares of common stock for 2012 annual director fees. Excludes the grant of an option to purchase 7,903 shares of
common stock at $6.00 per share granted on April 30, 2012 for service as a board member prior to 2012.

(2) Fees earned or paid in cash consists of (a) $7,000 in meeting attendance fees; (b) $6,000 paid in fully vested options, payable in
arrears, for service as a member of the Compensation Committee; (c) $10,000 paid in fully vested options, payable in arrears,
for service as chairperson of the Nominating/Governance Committee; and (d) $50,000 paid in shares of common stock and/or
options to purchase shares of common stock for 2012 annual director fees. Excludes the grant of an option to purchase 5,927
shares of common stock at $6.00 per share granted on April 30, 2012 for service as a board member prior to 2012.

(3) Fees earned or paid in cash consists of (a) $17,500 in meeting attendance fees; (b) $12,000 paid in fully vested options, payable
in arrears, for service as chairperson of the Audit Committee; (c) $6,000 paid in fully vested options, payable in arrears, for
service as a member of the Compensation Committee; and (d) $50,000 paid in shares of Common stock and/or options to
purchase shares of common stock for 2012 annual director fees. Excludes the grant of an option to purchase 5,927 shares of
common stock at $6.00 per share granted on April 30, 2012 for service as a board member prior to 2012.

(4) Fees earned or paid in cash consists of (a) $13,500 in meeting attendance fees; (b) $8,000 paid in fully vested options, payable
in arrears, for service as a member of the Audit Committee; (c) $6,000 paid in fully vested options, payable in arrears, for
service as a member of the Nominating/Governance
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Committee; and (d) $50,000 paid in shares of common stock and/or options to purchase shares of common stock for 2012
annual director fees.

(5) Fees that were payable in stock and/or options for 2012 service on the board will be granted on or before the 2013 annual
meeting of stockholders.

(6) Includes the dollar value of fees payable for service on the Board of Directors and for service as a member or Chairman of the
committees of the Board which will be paid in common stock and/or options to purchase common stock, the amounts and
exercise prices of which will be determined on or before the 2013 annual meeting of stockholders.
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee evaluates auditor performance, manages relations with the Company’s independent registered public
accounting firm, and evaluates policies and procedures relating to internal control systems. The Audit Committee operates under a
written Audit Committee Charter that has been adopted by the Board, a copy of which is available on the Company’s website at
www.atossagenetics.com. All members of the Audit Committee currently meet the independence and qualification standards for
Audit Committee membership set forth in the listing standards provided by NASDAQ and the SEC.

No member of the Audit Committee is a professional accountant or auditor. The members’ functions are not intended to
duplicate or to certify the activities of management and the independent registered public accounting firm. The Audit Committee
serves a board-level oversight role in which it provides advice, counsel and direction to management and the auditors on the basis
of the information it receives, discussions with management and the auditors, and the experience of the Audit Committee’s
members in business, financial and accounting matters.

The Audit Committee oversees the Company’s financial reporting process on behalf of the Board. The Company’s management
has the primary responsibility for the financial statements and reporting process, including the Company’s system of internal
controls. In fulfilling its oversight responsibilities, the Audit Committee reviewed with management the audited financial
statements included in the Annual Report on Form 10-K for the fiscal year ended December 31, 2012. This review included a
discussion of the quality and the acceptability of the Company’s financial reporting, including the nature and extent of disclosures
in the financial statements and the accompanying notes. The Audit Committee also reviewed the progress and results of the testing
of the design and effectiveness of its internal controls over financial reporting pursuant to Section 404 of the Sarbanes-Oxley Act of
2002. The Audit Committee also reviewed with the Company’s independent registered public accounting firm, which is responsible
for expressing an opinion on the conformity of the audited financial statements with accounting principles generally accepted in the
United States of America, their judgments as to the quality and the acceptability of the Company’s financial reporting and such
other matters as are required to be discussed with the Committee under generally accepted auditing standards, including Statement
on Auditing Standards No. 61, as amended (AICPA, Professional Standards, Vol. 1. AU section 380), as adopted by the Public
Company Accounting Oversight Board in Rule 3200T. The Audit Committee has received the written disclosures and the letter
from the independent registered public accounting firm required by the Public Company Accounting Oversight Board. The Audit
Committee discussed with the independent registered public accounting firm their independence from management and the
Company, including the matters required by the applicable rules of the Public Company Accounting Oversight Board.

In addition to the matters specified above, the Audit Committee discussed with the Company’s independent registered public
accounting firm the overall scope, plans and estimated costs of their audit. The Committee met with the independent registered
public accounting firm periodically, with and without management present, to discuss the results of the independent registered
public accounting firm’s examinations, the overall quality of the Company’s financial reporting and the independent registered
public accounting firm’s reviews of the quarterly financial statements, and drafts of the quarterly and annual reports.

In reliance on the reviews and discussions referred to above, the Audit Committee recommended to the Board of Directors that
the Company’s audited financial statements should be included in the Company’s Annual Report on Form 10-K for the fiscal year
ended December 31, 2012.

Submitted by the Audit Committee of the Board of Directors
 
Alexander D. Cross, Ph.D., Chairman
John Barnhart
H. Lawrence Remmel, Esq
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OTHER BUSINESS

We know of no other matters to be submitted to a vote of stockholders at the annual meeting. If any other matter is properly
brought before the annual meeting or any adjournment thereof, it is the intention of the persons named in the enclosed proxy to vote
the shares they represent in accordance with their judgment. In order for any stockholder to nominate a candidate or to submit a
proposal for other business to be acted upon at a given annual meeting, he or she must provide timely written notice to our
corporate secretary in the form prescribed by our Bylaws, as described below.

STOCKHOLDER PROPOSALS

Stockholder proposals intended to be included in the 2014 annual meeting proxy materials must be received by the Secretary of
the Company no later than December 17, 2013, or otherwise as permitted by applicable law (the “Proxy Deadline”). The form and
substance of these proposals must satisfy the requirements established by the Company’s Bylaws and the SEC, and the timing for
the submission of any such proposals may be subject to change as a result of changes in SEC rules and regulations.

Additionally, stockholders who intend to present a stockholder proposal at the 2014 annual meeting must provide the Secretary
of the Company with written notice of the proposal between 90 and 120 days prior to the one-year anniversary date of the 2013
annual meeting; provided, however, that if the 2014 annual meeting date is advanced by more than 30 days before or delayed by
more than 60 days after the one-year anniversary date of the 2013 annual meeting, then stockholders must provide notice within
time periods specified in our Bylaws. Notice must be tendered in the proper form prescribed by our Bylaws. Proposals not meeting
the requirements set forth in our Bylaws will not be entertained at the meeting.

Additionally, any stockholder seeking to recommend a director candidate or any director candidate who wishes to be considered
by the Nominating and Governance Committee, the committee that recommends a slate of nominees to the Board for election at
each annual meeting, must provide the Secretary of the Company with all information relating to such nominee that is required to
be disclosed in proxy statements pursuant to Regulation 14A under the Exchange Act (including such person’s written consent to
being named in the proxy statement as a nominee and to serving as a director if elected). The Nominating and Governance
Committee will consider all director candidates who comply with these requirements and will evaluate these candidates using the
criteria described above under the caption, “Nomination of Directors.” Director candidates who are then approved by the Board
will be included in the Company’s proxy statement for that annual meeting.

DELIVERY OF PROXY MATERIALS

Our annual report to stockholders for the fiscal year ended December 31, 2012, including audited financial statements,
accompanies this Proxy Statement. Copies of our Annual Report on Form 10-K for fiscal 2012 are available from the Company
without charge upon written request of a stockholder. Copies of these materials are also available online through the Securities and
Exchange Commission at www.sec.gov. The Company may satisfy SEC rules regarding delivery of proxy statements and annual
reports by delivering a single proxy statement and annual report to an address shared by two or more Company stockholders. This
delivery method can result in meaningful cost savings for the Company. In order to take advantage of this opportunity, the
Company may deliver only one proxy statement and annual report to multiple stockholders who share an address, unless contrary
instructions are received prior to the mailing date. Similarly, if you share an address with another stockholder and have received
multiple copies of our proxy materials, you may write or call us at the address and phone number below to request delivery of a
single copy of these materials in the future. We undertake to deliver promptly upon written or oral request a separate copy of the
proxy statement and/or annual report, as requested, to a stockholder at a shared address to which a single copy of these documents
was delivered. If you hold stock as a record stockholder and prefer to receive separate copies of a proxy statement or annual report
either now or in the future, please contact the Company’s Secretary at 1616 Eastlake Ave. East, Suite 510, Seattle, Washington
98102 or by telephone at (800) 351-3902. If your stock is held through a brokerage firm or bank and you prefer to receive separate
copies of a proxy statement or annual report either now or in the future, please contact your brokerage firm or bank.

EACH STOCKHOLDER IS URGED TO COMPLETE, DATE, SIGN AND PROMPTLY RETURN THE ENCLOSED
PROXY.

30

 



 

TABLE OF CONTENTS

EACH SHAREHOLDER IS URGED TO COMPLETE, DATE, SIGN AND PROMPTLY
RETURN THE ENCLOSED PROXY.

ATOSSA GENETICS INC.

4105 E. Madison Street, Suite 320
Seattle, Washington 98112

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby constitutes and appoints Steven C. Quay, M.D., Ph.D. and Kyle Guse, Esq., and each of them, his or
her true and lawful agents and proxies with full power of substitution in each, to represent the undersigned at the Annual Meeting
of Stockholders of Atossa Genetics Inc. to be held at 1551 Eastlake Ave., East, First Floor, Seattle, Washington 98102, on Monday,
May 6, 2013, at 10:00 a.m. local time, and at any adjournments thereof, and to vote as designated.

This proxy, when properly executed, will be voted in the manner you direct. If no direction is made, your proxy will be voted
FOR the proposals and nominees described in the enclosed proxy statement and in the discretion of the proxy holders on all other
matters that may come before the meeting.

PLEASE MARK, SIGN, DATE AND RETURN THIS PROXY CARD PROMPTLY
USING THE ENCLOSED ENVELOPE.

YOUR VOTE IS IMPORTANT! PLEASE VOTE.

(Continued and to be signed on the reverse side)
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Proposal 1  Elect Directors to Class I  
º For All Nominees  º Withhold Authority

For All Nominees
 º For All Except

(see instructions below)
Class I Nominees:  Steven C. Quay, M.D., Ph.D.

John Barnhart
   

INSTRUCTIONS:  To withhold authority to vote for any individual nominee(s), mark “For All Except” and write the
name(s) for which you wish to withhold authority below.

Proposal 2  Ratify KCCW Accountancy Corp. as independent registered public accounting firm for the fiscal year ending
December 31, 2013   

º Vote For  º Vote Against  º Abstain

Proposal 3  Advisory (non-binding) vote on the Company’s executive compensation  
º Vote For  º Vote Against  º Abstain

Proposal 4  Advisory (non-binding) vote on the frequency of future advisory votes on executive compensation   
º One Year  º Two Years  º Three Years  º Abstain

Proposal 5  Approve the material terms of the performance goals under the 2010 Stock Option and Incentive Plan, as
amended, pursuant to the performance-based compensation exemption requirements of Section 162(m) of the Internal
Revenue Code of 1986, as amended  

º Vote For  º Vote Against  º Abstain

and to vote on such other business as may properly come before the meeting

Date:  
Signature of Shareholder(s)  Signature of Shareholder(s)

This proxy must be signed exactly as the name appears herein. When shares are held jointly, each holder should sign. When signing
as executor, administrator, attorney, trustee or guardian, please give full title as such. If the signer is a corporation, please sign full
corporate name by duly authorized officer, giving full title as such. If signer is a partnership, please sign in partnership name by
authorized person.

THANK YOU FOR VOTING


