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This preliminary prospectus supplement relates to an effective registration statement under the Securities Act
of 1933, but is not complete and may be changed. This preliminary prospectus supplement and the
accompanying prospectus are not an offer to sell these securities and we are not soliciting offers to buy these
securities in any jurisdiction where the offer or sale is not permitted.

SUBJECT TO COMPLETION, DATED AUGUST 14, 2014
Preliminary Prospectus Supplement
(to Prospectus dated January 3, 2014)

Shares

NeoGenomics, Inc.

Common Stock

We are offering shares of our common stock pursuant to this prospectus supplement and the accompanying
prospectus.

Our common stock is traded on the NASDAQ Capital Market under the symbol NEO. On August 12, 2014, the
closing price of our common stock on the NASDAQ Capital Market was $4.97 per share.

Table of Contents



Edgar Filing: NEOGENOMICS INC - Form 424B5

Investing in our common stock involves a high degree of risk. See _Risk Factors beginning on page S-5 of this
prospectus supplement and in the documents we incorporate by reference into this prospectus supplement and
the accompanying prospectus.

Per Share Total

Public Offering Price $ $
Underwriting Discounts and Commissions! $ $
Proceeds to NeoGenomics, Inc. before expenses $ $

(1) See Underwriting for additional information regarding underwriting compensation.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of this prospectus supplement or the accompanying
prospectus. Any representation to the contrary is a criminal offense.

We have granted the underwriters an option for a period of 30 days to purchase up to an additional shares. If

the underwriters exercise the option in full, the total public offering price will be $ , the total underwriting
discounts and commissions will be $ , and the total proceeds, before expenses, to NeoGenomics, Inc. will be

$

Delivery of the shares is expected to be made on or about August , 2014.

William Blair

Craig-Hallum Capital Group

Stephens Inc. Roth Capital Sidoti & Company, Dawson James

Partners LLC Securities, Inc.

The date of this prospectus supplement is August , 2014
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You should rely only on the information contained in or incorporated by reference in this prospectus
supplement, the accompanying prospectus and in any free writing prospectus that we have authorized for use
in connection with this offering. We have not, and the underwriters have not, authorized anyone to provide you
with different information. If anyone provides you with different or inconsistent information, you should not
rely on it. We are not, and the underwriters are not, making an offer to sell these securities in any jurisdiction
where the offer or sale is not permitted. You should assume that the information appearing in this prospectus
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supplement, the accompanying prospectus, the documents incorporated by reference in this prospectus
supplement and the accompanying prospectus, and in any free writing prospectus that we have authorized for
use in connection with this offering, is accurate only as of the date of those respective documents. Our business,
financial condition, results of operations and prospects may have changed since those dates. You should read

this prospectus supplement, the accompanying prospectus, the documents incorporated by reference in this
prospectus supplement and the accompanying prospectus, and any free writing prospectus that we have
authorized for use in connection with this offering, in their entirety before making an investment decision. You
should also read and consider the information in the documents to which we have referred you in the sections

of this prospectus supplement entitled Where You Can Find More Information and Incorporation of Certain
Information by Reference.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the terms of this offering
of common stock and also adds to and updates information contained in the accompanying prospectus and the
documents incorporated by reference into this prospectus supplement and the accompanying prospectus. The second
part, the accompanying prospectus dated January 3, 2014, including the documents incorporated by reference therein,
provides more general information. Generally, when we refer to this prospectus, we are referring to both parts of this
document combined. To the extent there is a conflict between the information contained in this prospectus
supplement, on the one hand, and the information contained in the accompanying prospectus or in any document
incorporated by reference that was filed with the Securities and Exchange Commission, or SEC, before the date of this
prospectus supplement, on the other hand, you should rely on the information in this prospectus supplement. If any
statement in one of these documents is inconsistent with a statement in another document having a later date for
example, a document incorporated by reference in the accompanying prospectus the statement in the document having
the later date modifies or supersedes the earlier statement. You should assume that the information contained in this
prospectus supplement is accurate as of the date on the front cover of this prospectus supplement only and that any
information we have incorporated by reference or included in the accompanying prospectus is accurate only as of the
date given in the document incorporated by reference or as of the date of the prospectus, as applicable, regardless of
the time of delivery of this prospectus supplement or the accompanying prospectus or any sale of our common stock.
Our business, financial condition, results of operations and prospects may have changed since that date.

All references in this prospectus supplement and the accompanying prospectus to NeoGenomics, the Company, we,
us, our, or similar references refer to NeoGenomics, Inc. and its subsidiaries on a consolidated basis, except where the
context otherwise requires or as otherwise indicated.

This prospectus supplement, the accompanying prospectus and the information incorporated herein and therein by
reference includes trademarks, service marks and trade names owned by us or other companies. All trademarks,
service marks and trade names included or incorporated by reference into this prospectus supplement or the
accompanying prospectus are the property of their respective owners.
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights certain information about us, this offering and selected information contained elsewhere in
this prospectus supplement, the accompanying prospectus and the documents incorporated by reference. This
summary is not complete and does not contain all of the information that you should consider before deciding whether
to invest in our common stock. For a more complete understanding of our company and this offering, we encourage
you to read and consider carefully the more detailed information in this prospectus supplement and the accompanying
prospectus, including the information incorporated by reference in this prospectus supplement and the accompanying
prospectus, and the information included in any free writing prospectus that we have authorized for use in connection
with this offering, including the information referred to under the heading Risk Factors in this prospectus
supplement beginning on page S-5.

Our Company

We operate a network of cancer-focused testing laboratories whose mission is to improve patient care through
exceptional genetic and molecular testing services. Our vision is to become America s premier cancer testing
laboratory by delivering uncompromising quality, exceptional service and innovative products and services. We have
laboratory locations in Ft. Myers and Tampa, Florida; Irvine, Fresno and West Sacramento California; and Nashville,
Tennessee, and currently offer the following types of testing services:

Cytogenetics testing the study of normal and abnormal chromosomes and their relationship to disease.
Cytogenetic studies are often utilized to answer diagnostic, prognostic and predictive questions in the
treatment of hematological malignancies and solid tumors;

Fluorescence In-Situ Hybridization testing a branch of cancer genetics that focuses on detecting and locating
the presence or absence of specific DNA sequences and genes on chromosomes. This testing service helps
bridge abnormality detection between the chromosomal and DNA sequence levels;

Flow cytometry testing a rapid way to measure the characteristics of cell populations. Cells from peripheral
blood, bone marrow aspirate, lymph nodes and other areas are labeled with selective fluorescent antibodies
and quantified according to their surface antigens. These fluorescent antibodies bind to specific cell surface
antigens and are used to identify malignant cell populations. Flow cytometry is typically performed in
conjunction with morphology testing which looks at smears on glass slides for abnormal cell populations;

Immunohistochemistry testing the process of identifying cell proteins in a tissue section utilizing the
principle of antibodies binding specifically to antigens. Specific surface cytoplasmic or nuclear markers are
characteristic of cellular events such as proliferation or cell death (apoptosis). This testing service is also
widely used to understand the distribution and localization of differentially expressed proteins; and

Molecular testing a rapidly emerging cancer diagnostic tool focusing on the analysis of DNA and RNA, as
well as the structure and function of genes at the molecular level. Molecular testing employs multiple
technologies including bi-directional Sanger sequencing analysis, DNA fragment length analysis, real-time
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polymerase chain reaction RNA analysis and Next-Generation sequencing.
All of these testing services are widely utilized to determine the diagnosis and prognosis of various types and subtypes
of cancer and to help predict a patient s potential response to specific therapies. We offer testing services on both a
tech-only basis, where we perform the technical component of the testing (specimen set-up, staining, imaging, sorting
and categorization of cells, chromosomes, genes or DNA) and the client physician performs the related professional
interpretation component (analyzing the laboratory data, viewing the cells,
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developing the diagnosis or prognosis as well as preparing and writing the final report), as well as on a full service or
global basis where we perform both the technical component and our medical staff provides the professional
interpretation component.

Our customer targets include pathologists, hospital pathology groups, oncologist, and clinical groups. As of June 30,
2014, approximately 73% of our revenue was attributable to pathologists and hospital pathology groups,
approximately 24% of our revenue was attributable to oncologists and clinical groups, and approximately 3% of our
revenue was attributable to clinical trials and other sources.

The market size for U.S. cancer testing is estimated to be between $10 billion and $12 billion. The total testing market
for hematopoietic cancers and solid tumor cancers is estimated to be between $3-4 billion and $7-8 billion,
respectively, with approximate new annual diagnoses of hematopoietic cancers and solid tumor cancers being 150,000
and 1.45 million, respectively. For the six months ending June 30, 2014, the Company s revenue split for
hematopoietic cancer and solid tumor cancer testing was approximately 80% and approximately 20%, respectively.

Recent Developments
Acquisition of Path Logic

On July 8, 2014, we acquired through our wholly owned subsidiary, NeoGenomics Laboratories, all of the outstanding
equity ownership interests of Path Labs, LLC d/b/a Path Logic for $5.85 million, reflecting a purchase price of $6.0
million less liabilities assumed, using cash on hand and borrowings under our revolving credit facility.

Path Logic is a provider of specialized anatomic pathology services to hospitals and physicians in Northern California.
Path Logic provides high-quality anatomic pathology services with significant expertise in the sub-specialties of renal
pathology, dermatopathology, women s health and gastrointestinal and genitourinary pathology. As part of the
transaction, we acquired Path Logic s main laboratory in West Sacramento, California, as well as satellite facilities in
Santa Ana and Fresno, California.

Path Logic reported revenue of $9.84 million for the year ended December 31, 2013, and employed approximately 65
people. The acquisition of Path Logic enables us to provide specialized anatomic pathology services for our clinical
trials and pathology clients across the country.

Corporate Offices
Our principal executive offices are located at 12701 Commonwealth Drive, Suite 9, Fort Myers, Florida 33913. Our
telephone number is (239) 768-0600. Our website can be accessed at www.neogenomics.com. Information found on,

or accessible through, our website is not a part of, and is not incorporated into, this prospectus supplement, and you
should not consider it part of this prospectus supplement or the accompanying prospectus.

S-2
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The Offering

The following is a brief summary of the terms of the offering. For a more complete description of our common stock,
see Description of Our Capital Stock beginning on page 6 of the accompanying prospectus.

Issuer NeoGenomics, Inc.

Shares of common stock offered by us shares (or shares if the underwriters exercise their option
to purchase additional shares in full).

Common stock to be outstanding shares (or shares if the underwriters exercise their option

immediately after this offering to purchase additional shares in full).

Option to purchase additional shares We have granted an option to the underwriters to purchase up to an
additional shares of common stock within 30 days of the date of

this prospectus supplement.

Use of proceeds We intend to use the net proceeds for working capital, capital
expenditures and other corporate purposes, including potential
acquisitions. The Company may also use proceeds to repay debt,
although at this time no decision has been made to the amount or timing
of repayment. See Use of Proceeds.

Risk factors Investing in our common stock involves a high degree of risk. See Risk
Factors beginning on page S-5 of this prospectus supplement for a
discussion of factors that you should carefully consider before deciding
to invest in shares of our common stock.

Listing and trading symbol Our common stock is listed and traded on the NASDAQ Capital Market
under the symbol NEO .

The number of shares of our common stock to be outstanding after this offering is based upon 50,003,799 shares

outstanding as of June 30, 2014. This number does not include, as of such date:

5,814,794 shares of common stock issuable upon the exercise of outstanding stock options, at a weighted
average exercise price of $1.38 per share;
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650,000 shares of common stock issuable upon the exercise of outstanding warrants, at a weighted average
exercise price of $1.48 per share; and

1,187,056 shares of common stock available for future issuance under our equity compensation plans.
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Summary Historical Financial Data

The following table sets forth a summary of our historical financial data as of the dates and for each of the periods
indicated. The historical financial data as of and for the years ended December 31, 2011, December 31, 2012 and
December 31, 2013 is derived from our audited consolidated financial statements, which are incorporated by reference
into this prospectus supplement. The historical financial data for the six months ended June 30, 2013 and June 30,
2014 and as of June 30, 2014 is derived from our unaudited consolidated financial statements, which are incorporated
by reference into this prospectus supplement. The historical financial data as of June 30, 2013 is derived from our
unaudited consolidated financial statements that are not incorporated by reference into this prospectus supplement. We
have prepared the unaudited consolidated financial statements on the same basis as the audited consolidated financial
statements and have included, in our opinion, all adjustments, consisting only of normal recurring adjustments, that
we consider necessary for a fair presentation of the financial information set forth in those statements. Our historical
results are not necessarily indicative of the results that should be expected in the future, and our interim results are not
necessarily indicative of the results that should be expected for the full year or any other period.

The following summary historical financial data should be read in conjunction with Management s Discussion and
Analysis of Financial Condition and Results of Operations and our audited consolidated financial statements and the
related notes appearing in our Annual Report on Form 10-K for the year ended December 31, 2013, and our unaudited
consolidated financial statements and related notes appearing in our Form 10-Q for the six-month period ended

June 30, 2014. See  Where You Can Find More Information.

Fiscal Year Ended Six Months Ended
December 31, June 30,
2011 2012 2013 2013 2014
(in thousands)
Operating Data:
Net revenue $43,484 $59,867 $ 66,467 $31,260 $38,852
Cost of revenue 24,056 33,031 34,730 16,857 19,904
Gross profit 19,428 26,836 31,737 14,403 18,948
Operating expenses
General and administrative 12,331 15,843 17,397 8,239 10,924
Research and development 543 2,281 2,440 1,451 1,261
Sales and marketing 6,963 7,501 8,726 3,903 5,791
Total operating expenses 19,837 25,625 28,563 13,593 17,976
Income (loss) from operations (409) 1,211 3,174 810 972
Interest and other income (expense) (768) (1,146) (989) 517) (518)
Income (loss) before taxes (1,177) 65 2,185 293 454
Income taxes 152 17 78
Net income (loss) 1,177)  $ 65 $ 2033 $ 276 $ 376
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Balance Sheet Data (at period end):
Cash and cash equivalents

Working capital

Total assets

Revolving credit line

Long-term debt, including current portion
Total stockholders equity
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$ 2,628
1,734
19,949
3,898
4,715
5,897

S-4

$ 1,868
823
30,071
8,458
5,309
9,216

$ 4,834
13,168
39,916

4,282
6,080
21,711

$ 4,636
11,107
34,459

3,193
5,517
19,440

$ 5,023
12,856
43,638

1,989
7,785
23,133
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RISK FACTORS

An investment in our common stock is subject to numerous risks. You should carefully consider these risk factors,
along with the information provided elsewhere in this prospectus supplement, the accompanying prospectus, the
documents we incorporate by reference herein and therein, and in any free writing prospectus that we have
authorized for use in connection with this offering, before investing in our common stock. If any of these risks actually
occur, our business, financial condition, results of operations or cash flow could be seriously harmed. This could
cause the trading price of our common stock to decline, resulting in a loss of all or part of your investment.

Risks Related to Our Business
We may not be able to implement our business strategies which could impair our ability to continue operations.

Implementation of our business strategies will depend in large part on our ability to (i) attract and maintain a
significant number of clients; (ii) effectively provide acceptable products and services to our clients; (iii) develop and
license new products and technologies; (iv) obtain adequate financing on favorable terms to fund our business
strategies; (v) maintain appropriate internal procedures, policies, and systems; (vi) hire, train, and retain skilled
employees and management; (vii) continue to operate despite increasing competition in the medical laboratory
industry; (viii) be paid reasonable fees by government payer s that will adequately cover our costs; (ix) establish,
develop and maintain our name recognition; and (x) establish and maintain beneficial relationships with third-party
insurance providers and other third-party payers. Our inability to obtain or maintain any or all these factors could
impair our ability to implement our business strategies successfully, which could have material adverse effects on our
results of operations and financial condition.

We may be unsuccessful in managing our growth which could prevent us from operating profitably.

Our growth has placed, and is expected to continue to place, a significant strain on our managerial, operational and
financial resources. To manage our potential growth, we must continue to implement and improve our operational,
financial and billing systems and to expand, train and manage our employee base. We may not be able to effectively
manage the expansion of our operations and our systems and our procedures or controls may not be adequate to
support our operations. Our management may not be able to achieve the rapid execution necessary to fully exploit the
market opportunity for our products and services. Any inability to manage growth could have a material adverse effect
on our business, results of operations, potential profitability and financial condition. Part of our business strategy may
be to acquire assets or other companies that will complement our existing business, such as our recent acquisition of
Path Labs, LLC. At this time, we are unable to predict whether or when any material transaction will be completed
should negotiations commence. We may not be able to effectively integrate the operations of Path Labs, LL.C, or the
acquired operations from any other transaction we may complete, with our own operations. We may also seek to
finance any future acquisition by debt financings or issuances of equity securities and such financing may not be
available on acceptable terms or at all.

We may experience discontinuation or recalls of existing testing products or failures to develop, or acquire,
licenses for new or improved testing technologies which could materially and adversely affect our revenues.

From time to time, manufacturers discontinue or recall reagents, test kits or instruments used by us to perform
laboratory testing. Such discontinuations or recalls could adversely affect our costs, testing volume and revenue.

Our industry is subject to changing technology and new product introductions. Our success will depend, in part, on
our ability to develop, acquire or license new and improved technologies on favorable terms and to

Table of Contents 13



Table of Contents

Edgar Filing: NEOGENOMICS INC - Form 424B5

S-5

14



Edgar Filing: NEOGENOMICS INC - Form 424B5

Table of Conten

obtain appropriate coverage and reimbursement for these technologies. We may not be able to negotiate acceptable
licensing arrangements and we cannot be certain that such arrangements will yield commercially successful diagnostic
tests. If we are unable to license these testing methods at competitive rates, our research and development costs may
increase as a result. In addition, if we are unable to license new or improved technologies to expand our testing
operations, our testing methods may become outdated when compared with our competition and testing volume and
revenue may be materially and adversely affected.

We may incur greater costs than anticipated, which could result in sustained losses.

We use reasonable efforts to assess and predict the expenses necessary to pursue our business strategies. However,
implementing our business strategies may require more employees, capital equipment, supplies or other expenditure
items than management has predicted. Similarly, the cost of compensating additional management, employees and
consultants or other operating costs may be more than we estimate, which could result in ongoing and sustained
losses.

We rely on a limited number of third parties for the manufacture and supply of certain of our critical laboratory
instruments and materials, and we may not be able to find replacement suppliers or manufacturers in a timely
manner in the event of any disruption, which could adversely affect our business.

We rely on third parties for the manufacture and supply of some of our critical laboratory instruments, equipment and
materials that we need to perform our specialized diagnostic services, and rely on a limited number of suppliers for
certain laboratory materials and some of the laboratory equipment with which we perform our diagnostic services.
Generally, we do not have long-term contracts with our suppliers and manufacturers that commit them to supply
equipment and materials to us. Because we cannot ensure the actual production or manufacture of such critical
equipment and materials, or the ability of our suppliers to comply with applicable legal and regulatory requirements,
we may be subject to significant delays caused by interruption in production or manufacturing. If any of our third
party suppliers or manufacturers were to become unwilling or unable to provide this equipment or these materials in
required quantities or on our required timelines, we would need to identify and acquire acceptable replacement
sources on a timely basis. While we have developed alternate sourcing strategies for most of the equipment and
materials we use, we cannot be certain that these strategies will be effective and even if we were to identify other
suppliers and manufacturers for the equipment and materials we need to perform our specialized diagnostic services,
there can be no assurance that we will be able to enter into agreements with such suppliers and manufacturers or
otherwise obtain such items on a timely basis or on acceptable terms, if at all. In addition, some of the reagents are
covered by patents and thus are only available from one supplier. If we encounter delays or difficulties in securing
necessary laboratory equipment or materials, including consumables, we would face an interruption in our ability to
perform our specialized diagnostic services and experience other disruptions that would adversely affect our business,
results of operations and financial condition.

We may face fluctuations in our results of operations and we are subject to seasonality in our business which could
negatively affect our business operations

Management expects that our results of operations may fluctuate significantly in the future as a result of a variety of
factors, including, but not limited to: (i) the continued rate of growth, usage and acceptance of our products and
services; (ii) demand for our products and services; (iii) the introduction and acceptance of new or enhanced products
or services by us or by competitors; (iv) our ability to anticipate and effectively adapt to developing markets and to
rapidly changing technologies; (v) our ability to attract, retain and motivate qualified personnel; (vi) the initiation,
renewal or expiration of significant contracts with our major clients; (vii) pricing changes by us, our suppliers or our
competitors; (viii) seasonality; and (ix) general economic conditions and other factors. Accordingly, future sales and
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operating results are difficult to forecast. Our expenses are based in part on our expectations as to future revenues and
to a significant extent are relatively fixed, at least in the short-term. We may not be able to adjust spending in a timely
manner to compensate for any unexpected revenue
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shortfall. Accordingly, any significant shortfall in relation to our expectations would likely have an immediate adverse
impact on our business, results of operations and financial condition. In addition, we may determine from time to time
to make certain pricing or marketing decisions or acquisitions that could have a short-term material adverse affect on
our business, results of operations and financial condition and may not result in the long-term benefits intended.
Furthermore, in Florida, currently our largest referral market for lab testing services, a meaningful percentage of the
population, returns to homes in the Northern U.S. to avoid the hot summer months. This combined with the usual
summer vacation schedules of our clients usually results in seasonality in our business. Because of all of the foregoing
factors, our operating results in future periods could be less than the expectations of investors.

We depend substantially upon third parties for payment of services, which could have a material adverse affect on
our cash flows and results of operations.

Our business consists of a clinical laboratory that provides medical testing services for doctors, hospitals, and other
laboratories on patient specimens that are sent to our laboratory. In the case of some specimen referrals that are
received for patients that are not in-patients or out-patients at a hospital or institution or otherwise sent by another
reference laboratory, we typically bill the patient s insurance company or a government program for our services. As
such we rely on the cooperation of numerous third-party payers, including but not limited to Medicare, Medicaid, and
various insurance companies, to get paid for performing services on behalf of our clients and their patients. The
amount of such third-party payments is governed by contractual relationships in cases where we are a participating
provider for a specified insurance company or by established government reimbursement rates in cases where we are
an approved provider for a government program such as Medicare or Medicaid. However, we do not have contractual
relationships with some of the insurance companies with whom we deal, nor are we necessarily able to become an
approved provider for all government programs. In such cases, we are deemed to be a non-participating provider and
there is no contractual assurance that we will be able to collect the amounts billed to such insurance companies or
government programs. Currently, we are not a participating provider with some of the insurance companies we bill for
our services. Until such time as we become a participating provider with such insurance companies, there can be no
contractual assurance that we will be paid for the services we bill to such insurance companies or patients, and such
third-parties may change their reimbursement policies for non-participating providers in a manner that may have a
material adverse effect on our cash flow or results of operations. Insurance companies may also try to steer business
away from us towards in-network providers by sending letters to physicians and even imposing financial penalties, if
they continue to send us business.

Our business is subject to rapid scientific change, which could have a material adverse effect on our business,
results of operations and financial condition.

The market for genetic and molecular testing services is characterized by rapid scientific developments, evolving
industry standards and customer demands, and frequent new product introductions and enhancements. For example,
new tests developed by our competitors may prove superior and replace our existing tests. Our future success will
depend in significant part on our ability to continually improve our offerings in response to both evolving demands of
the marketplace and competitive service offerings, and we may be unsuccessful in doing so which could have a
material adverse effect on our business, results of operations and financial condition.

The market for our services is highly competitive, which could have a material adverse affect on our business,
results of operations and financial condition.

The market for genetic and molecular testing services is highly competitive and we expect competition to continue to
increase. We compete with other commercial clinical laboratories in addition to the in-house laboratories of many

major hospitals and physician practices. Many of our existing competitors have significantly greater financial, human,
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technical and marketing resources than we do. Some physician groups and
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hospitals have made the decision to internalize testing rather than using an outsourced laboratory such as us and
therefore control the referral of their own specimens. Our competitors may develop products and services that are
superior to ours or that achieve greater market acceptance than our offerings. We may not be able to compete
successfully against current and future sources of competition and in such cases, this may have a material adverse
effect on our business, results of operations and financial condition.

We face the risk of capacity constraints, which could have a material adverse affect on our business, results of
operations and financial condition.

We compete in the market place primarily on three factors: (i) the quality and accuracy of our test results; (ii) the
speed or turn-around times of our testing services; and (iii) our ability to provide after-test support to those physicians
requesting consultation. Any unforeseen increase in the volume of clients could strain the capacity of our personnel
and systems, which could lead to inaccurate test results, unacceptable turn-around times, or customer service failures.
In addition, as the number of our clients and specimens increases, our products, services, and infrastructure may not
be able to scale accordingly. We may also not be able to hire additional licensed medical technologists that we need to
handle increased volumes. Any failure to handle higher volume of requests for our products and services could lead to
the loss of established clients and have a material adverse effect on our business, results of operations and financial
condition. If we produce inaccurate test results, our clients may choose not to use us in the future. This could severely
harm our business, results of operations and financial condition. In addition, based on the importance of the subject
matter of our tests, inaccurate results could result in improper treatment of patients, and potential liability for us.

We may fail to protect our facilities, which could have a material adverse affect on our business, results of
operations and financial condition.

Our operations are dependent in part upon our ability to protect our laboratory operations against physical damage
from explosions, fire, floods, hurricanes, earthquakes, power loss, telecommunications failures, break-ins and similar
events. We do not presently have an emergency back-up generator in place at our Nashville, Tennessee or Irvine,
California laboratory locations that would otherwise mitigate to some extent the effects of a prolonged power outage.
The occurrence of any of these events could result in interruptions, delays or cessations in service to clients, which
could have a material adverse effect on our business, results of operations and financial condition.

The steps taken by us to protect our proprietary rights may not be adequate, which could result in infringement or
misappropriation by third-parties.

We regard our copyrights, trademarks, trade secrets and similar intellectual property as critical to our success, and we
rely upon trademark and copyright law, trade secret protection and confidentiality and/or license agreements with our
employees, clients, partners and others to protect our proprietary rights. The steps taken by us to protect our
proprietary rights may not be adequate or third parties may infringe or misappropriate our copyrights, trademarks,
trade secrets and similar proprietary rights. In addition, other parties may assert infringement claims against us.

We are dependent on key personnel and need to hire additional qualified personnel in order for our business to
succeed.

Our performance is substantially dependent on the performance of our senior management and key technical
personnel. In particular, our success depends substantially on the continued efforts of our senior management team,
which currently is composed of a small number of individuals. The loss of the services of any of our executive
officers, our medical staff, our laboratory directors or other key employees could have a material adverse effect on our
business, results of operations and our financial condition. Our future success also depends on our continuing ability
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may not be able to attract and retain additional highly qualified managerial and technical personnel in the future. The
inability to attract and retain the necessary managerial and technical personnel could have a material adverse effect
upon our business, results of operations and financial condition.

The failure to obtain necessary additional capital to finance growth and capital requirements, could adversely
affect our business, financial condition and results of operations.

We may seek to exploit business opportunities that require more capital than we have currently available. We may not
be able to raise such capital on favorable terms or at all. If we are unable to obtain such additional capital, we may be
required to reduce the scope of our anticipated expansion, which could adversely affect our business, financial
condition and results of operations.

As of June 30, 2014, we had cash and cash equivalents of $5.0 million and had $8.0 million of availability under our
credit facility with CapitalSource. We used approximately $3.0 million in cash and borrowed approximately $3.0
million on our credit facility, to finance the purchase of PathLogic on July 8, 2014.

Even if we are able to access the full amount available under our credit facility with CapitalSource, we may still need
additional capital to fully implement our business, operating and development plans. Should the financing we require
to sustain our working capital needs be unavailable or prohibitively expensive when we require it, there could be a

material adverse effect on our long-term business, rate of growth, operating results, financial condition and prospects.

Proposed government regulation of laboratory developed tests may result in delays to launching certain laboratory
tests and increase our costs to implement new tests.

We frequently develop testing procedures to provide diagnostic results to clients that cannot currently be provided
using test kits approved by the U.S. Food and Drug Administration, or FDA. The FDA has been considering changes
to the way that it regulates these Laboratory Developed Tests, or LDTs. Currently all LDTs are conducted and offered
in accordance with Clinical Laboratory Improvements Amendments, or CLIAs, and individual state licensing
procedures. The FDA is considering requiring FDA clearance or approval of a subset of LDTs, as well as a modified
approach that may require FDA oversight short of the full approval process. There are currently no formal definitions
or regulations on how such approvals would be requested and granted, but there is a risk that such a process could
delay the offering of certain tests and result in additional validation costs and fees. There is also an associated risk for
us that some tests currently offered might become subject to the prior approval of the FDA. This FDA approval
process would be time-consuming and costly, with no guarantee of ultimate approval success.

On July 31, 2014 the FDA issued a notification to Congress of the Anticipated Details of the Draft Guidance for
Industry, Food and Drug Administration Staff, and Clinical Laboratories: Framework for Regulatory Oversight of
Laboratory Developed Tests (LDTs). As described in this notification, FDA plans to provide draft guidance to clinical
laboratories that develop their own LDTs regarding how FDA intends to regulate such laboratories under the Federal
Food, Drug, and Cosmetic Act. The anticipated regulatory framework would use a risk-based approach to enforce the
FDA s premarket review requirements, and for high-risk tests, the framework may require laboratories to use
FDA-approved tests, if available, rather than LDTs. If implemented, the framework may also require us to obtain
premarket clearance or approval for certain of our LDTs. Implementation of this framework would include a lengthy
phase-in period ranging from two to nine years depending on the risk assessment rating of each particular test. Once
the draft guidance is issued, the FDA will provide an opportunity for public comment before the guidance is finalized.
We anticipate the Agency will receive numerous comments on this issue, and the regulatory framework ultimately
implemented by the FDA may differ substantially from the framework described in the notification to Congress.
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In March of 2010, health care reform legislation known as the Patient Protection and Affordable Care Act, as amended
by the Health Care and Education Reconciliation Act of 2010, or commonly referred to collectively
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as the Affordable Care Act, was passed into law. The Affordable Care Act contains several provisions that seek to
limit Medicare spending in the future. One key provision is the establishment of Accountable Care Organizations
under which hospitals and physicians will be able to share savings that result from cost control efforts. We cannot
predict what the final business models will be, nor can we predict with certainty the future impact on our business.
There is the possibility that these organizations will seek to lower reimbursement for the services we provide and
some may potentially restrict access to our services. We may not be able to gain access into certain Accountable Care
Organizations. These changes could have an adverse and material impact on our operations. In furtherance of health
care reform and the reduction in health care expenditures, the Affordable Care Act contains numerous provisions to be
implemented through 2018. Other significant measures contained in the Affordable Care Act include, for example,
coordination and promotion of research on comparative clinical effectiveness of different technologies and
procedures, initiatives to revise Medicare payment methodologies, such as bundling of payments across the continuum
of care by providers and physicians, and initiatives to promote quality indicators in payment methodologies. There can
be no assurance at this time that the implementation of these provisions will not have a material adverse effect on our
business.

In addition, other legislative changes have been proposed and adopted in the United States since the Affordable Care
Act was enacted. On August 2, 2011, the Budget Control Act of 2011 among other things, created measures for
spending reductions by Congress. A Joint Select Committee on Deficit Reduction, tasked with recommending a
targeted deficit reduction of at least $1.2 trillion for the years 2013 through 2021, was unable to reach required goals,
thereby triggering the legislation s automatic reduction to several government programs. This includes aggregate
reductions of Medicare payments to providers up to 2% per fiscal year, which went into effect on April 1, 2013 and
will remain in effect through 2024 unless additional Congressional action is taken. On January 2, 2013, President
Obama signed into law the American Taxpayer Relief Act of 2012, or the ATRA, which, among other things,
increased the period for the government to recover overpayments from providers from three to five years.

We expect that additional state and federal healthcare reform measures will be adopted in the future, any of which
could limit the amounts that federal and state governments will pay for healthcare products and services, which could
result in reduced demand for our services or additional pricing pressures.

Steps taken by government payers, such as Medicare and Medicaid to control the utilization and reimbursement of
healthcare services, including esoteric testing may diminish our net revenue.

We face efforts by government payers to reduce utilization as well as reimbursement for laboratory testing services.
Changes in governmental reimbursement may result from statutory and regulatory changes, retroactive rate
adjustments, administrative rulings and other policy changes.

From time to time, legislative freezes and updates affect some of our tests that are reimbursed by the Medicare
program under the Medicare Physician Fee Schedule or Clinical Laboratory Fee Schedule. The Medicare Physician
Fee Schedule, which is updated on an annual basis using a prescribed statutory formula, is subject to significant
reductions in reimbursement unless Congress intervenes. In the past, when the application of the statutory formula
resulted in lower payments, Congress has passed interim legislation to prevent the reductions. The most recent
legislative intervention passed was Protecting Access to Medicare Act of 2014, or PAMA, which provided for a 0.5%
update from 2013 MPFS payment rates through 2014 and a 0% update from January 1 until April 1, 2015. If Congress
fails to intervene to prevent the negative update factor in future years, the resulting decrease in payment may
adversely affect our revenue, business, operating results, financial condition and prospects.

In addition, recent laws make changes to Medicare reimbursement for our tests that are reimbursed under the Clinical
Laboratory Fee Schedule, or CLFS, many of which have already gone into effect. The Affordable Care Act includes a
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CPI-U by 1.75% for the years 2011 through 2015. The Affordable Care Act also imposes a multifactor productivity
adjustment in addition to the CPI-U, which may further reduce payment rates. Further, in February 2012, the Middle
Class Tax Relief and Job Creation Act of 2012 was passed, which, among other things, reduced the update to the
CLFS by an additional 2% for CY 2013, and rebased payments at the reduced rate for subsequent years. Overall,
when adding this 2% reduction to the Affordable Care Act s adjustments, the payment rates under the CLFS declined
by 2.95% and 0.75% for 2013 and 2014, respectively. This reduction does not include the additional sequestration
adjustment.

Most recently, on April 1, 2014, PAMA was signed to law, which, among other things, is expected to significantly
alter the current payment methodology under the CLFS. Under the new law, starting January 1, 2016 and every three
years thereafter (or annually in the case of advanced diagnostic lab tests), clinical laboratories must report laboratory
test payment data for each Medicare-covered clinical diagnostic lab test that it furnishes during a time period to be
defined by future regulations. The reported data must include the payment rate (reflecting all discounts, rebates,
coupons and other price concessions) and the volume of each test that was paid by each private payer (including
health insurance issuers, group health plans, Medicare Advantage plans and Medicaid managed care organizations).
Beginning in 2017, the Medicare payment rate for each clinical diagnostic lab test will be equal to the weighted
median amount for the test from the most recent data collection period. The payment rate will apply to laboratory tests
furnished by a hospital laboratory if the test is separately paid under the hospital outpatient prospective payment
system. It is too early to predict the impact on reimbursement for our tests reimbursed under the CLFS.

Also under PAMA, the Centers for Medicare & Medicaid Services, or CMS, is required to adopt temporary billing
codes to identify new tests and new advanced diagnostic laboratory tests that have been cleared or approved by the
FDA. For an existing test that is cleared or approved by the FDA and for which Medicare payment is made as of
April 1, 2014, CMS is required to assign a unique billing code if one has not already been assigned by the agency. In
addition to assigning the code, CMS must publicly report payment for the tests no later than January 1, 2016. We
cannot determine at this time the full impact of the new law on our business, financial condition and results of
operations.

CMS also adopts policies, from time to time, limiting or excluding coverage for certain of the tests that we perform.
Likewise, many state governments are under budget pressures and are also considering reductions to their Medicaid
fees. Further, Medicare, Medicaid and other third party payers audit for overutilization of billed services. Even though
all tests performed by us are ordered by our clients, who are responsible for establishing the medical necessity for the
tests ordered, we may be subject to recoupment of payments, as the recipient of the payments for such tests, in the
event that a third party payer such as CMS determines that the tests failed to meet all applicable criteria for payment.
When third party payers like CMS revise their coverage policies, our costs generally increase due to the complexity of
complying with additional administrative requirements. Furthermore, Medicaid reimbursement and regulations vary
by state. Accordingly, we are subject to varying administrative and billing regulations, which also increase the
complexity of servicing such programs and our administrative costs. Finally, state budget pressures have encouraged
states to consider several courses that may impact our business, such as delaying payments, restricting coverage
eligibility, service coverage restrictions and imposing taxes on our services.

In certain jurisdictions, Palmetto GBA, a Medicare administrative contractor, administers the Molecular Diagnostic
Services Program, or MolDX, and establishes coverage and reimbursement for certain molecular diagnostic tests,
including many of our tests. To obtain coverage for an established molecular diagnostic test or LDT, laboratories must
apply for and obtain a unique test identifier. For newly developed tests or for established tests that have not been
validated for clinical and analytical validity and clinical utility, laboratories must submit a detailed dossier of clinical
data to substantiate that the test meets Medicare s requirements for coverage. We have received favorable coverage for
many of our molecular tests, however we have also received non-coverage determination for many newer tests. The
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field of molecular diagnostics is evolving very rapidly, and clinical studies on many new tests are still underway. We
cannot be assured that some of our molecular tests will ever be covered services by Medicare, nor can we determine
when the medical literature will meet the standard for coverage that Palmetto GBA has set.
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In recent years, Medicare has encouraged beneficiaries to participate in managed care programs, known as Medicare
Advantage programs, and has encouraged beneficiaries from the traditional fee-for- service Medicare program to
switch to Medicare Advantage programs. This has resulted in rapid growth of health insurance and managed care
plans offering Medicare Advantage programs and growth in Medicare beneficiary enrollment in these programs. Also
in recent years, many states have increasingly mandated that Medicaid beneficiaries enroll in managed care
arrangements. If these efforts continue to be successful, we may experience a further shift of traditional Medicare and
Medicaid fee-for-service beneficiaries to managed care programs. As a result, we would be required to contract with
those private managed care programs in order to be reimbursed for services to their Medicare and Medicaid members.
There can be no assurance that we will be successful in entering into agreements with these managed care programs at
rates of payment similar to those we realize from our non-managed care lines of business.

CMS has, as part of its regulatory structure, developed the National Correct Coding Initiative, or NCCI to promote
national correct coding methodologies and to control improper coding leading to inappropriate payment in Medicare
Part B claims. The most recent NCCI Coding Policy Manual resulted in changes in how we bill both FISH and
immunohistochemistry testing. The language relates to what NCCI considers bundled services, and will impact the
quantity of certain tests that are billed. NCCI limits the number of units we may bill for certain test codes which
lowers the overall reimbursement we receive for that test. While many in the laboratory industry are not in agreement
with the determination, there can be no assurance that CMS will make any modifications to the existing language.

We expect the initiatives described above to continue and, if they do, to reduce reimbursements for clinical laboratory
services, to impose more stringent cost controls on clinical laboratory services and to reduce utilization of clinical
laboratory services. These efforts, including changes in law or regulations that may occur in the future, may each
individually or collectively have a material adverse impact on our business, operating results, financial condition and
prospects.

Our net revenue will be diminished if payers do not adequately cover or reimburse our services.

There has been and will continue to be significant efforts by both federal and state agencies to reduce costs in
government healthcare programs and otherwise implement government control of healthcare costs. In addition,
increasing emphasis on managed care in the United States may continue to put pressure on the pricing of healthcare
services. Uncertainty exists as to the coverage and reimbursement status of new applications or services. Third party
payers, including governmental payers such as Medicare and private payers, are scrutinizing new medical products
and services and may not cover or may limit coverage and the level of reimbursement for our services. Third party
insurance coverage may not be available to patients for any of our existing tests or for tests we discover and develop.
In addition, a substantial portion of the testing for which we bill our hospital and laboratory clients is ultimately paid
by third party payers. Any pricing pressure exerted by these third party payers on our clients may, in turn, be exerted
by our clients on us. If government and other third party payers do not provide adequate coverage and reimbursement
for our tests, our operating results, cash flows or financial condition may decline.

Third party billing is extremely complicated and results in significant additional costs to us.

Billing for laboratory services is extremely complicated. Depending on the billing arrangement and applicable law, we
must bill various payers, such as patients, insurance companies, Medicare, Medicaid, doctors and employer groups,
hospitals and other laboratories, all of which have different billing requirements. Additionally, our billing
relationships require us to undertake internal audits to evaluate compliance with applicable laws and regulations as
well as internal compliance policies and procedures. Insurance companies also impose routine external audits to
evaluate payments made, which adds further complexity to the billing process.
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changes in carrier rules;

disputes with payers as to the party who is responsible for payment; and

disparity in coverage and documentation requirements among various carriers.
We incur significant additional costs as a result of our participation in the Medicare and Medicaid programs, as billing
and reimbursement for clinical laboratory services are subject to considerable and complex federal and state
regulations. The additional costs we expect to incur include those related to: (i) complexity added to our billing
processes and systems; (ii) training and education of our employees and clients; (iii) implementing compliance
procedures and oversight; (iv) collections and legal costs; and (v) costs associated with, among other factors,
challenging coverage and payment denials and providing patients with information regarding claims processing and
services, such as advance beneficiary notices.

Our operations are subject to strict laws prohibiting fraudulent billing and other abuse, and our failure to comply
with such laws could result in substantial penalties.

Of particular importance to our operations are federal and state laws prohibiting fraudulent billing and providing for
the recovery of non-fraudulent overpayments. Government investigations of clinical laboratories have been ongoing
for a number of years and are expected to continue in the future. A large number of laboratories have entered into
substantial settlements with federal and state governments under these laws. Private payers have also brought civil
actions against laboratories which have resulted in substantial judgments.

In particular, if an entity is determined to have violated the federal False Claims Act, it may be required to pay up to
three times the actual damages sustained by the government, plus civil penalties of between $5,500 to $11,000 for
each separate false claim. There are many potential bases for liability under the federal False Claims Act. Liability
arises, when an entity submits, or causes another to submit, a claim for reimbursement to the federal government for a
service which was not provided or which did not qualify for reimbursement. Submitting a claim with reckless
disregard or deliberate ignorance of its truth or falsity could also result in substantial civil liability. In addition, the
False Claims Act s whistleblower or quitam provisions are being used with more frequency to challenge the
reimbursement practices of providers and suppliers. Those provisions allow a private individual to bring an action on
behalf of the government alleging that the defendant has submitted false claims for payment to the federal
government. The government must decide whether to intervene in the lawsuit and whether to prosecute the case. If it
declines to do so, the individual may pursue the case alone, although the government must be kept apprised of the
progress of the lawsuit. Whether or not the federal government intervenes in the case, it will receive the majority of
any recovery. The successful qui tam relator who brought the case is entitled to a portion of the proceeds and its
attorneys fees and costs. In addition, various states have enacted laws modeled after the federal False Claims Act ,
which apply to items and services reimbursed under Medicaid and other state programs, or, in several states, apply
regardless of the payer. If the government or qui tam relator were to allege or determine that we were violating these
false claims laws, we could be subject to substantial fines and penalties, which could adversely affect our operations.

The failure to comply with significant government regulation and laboratory operations may subject us to liability,
penalties or limitation of operations.

We are subject to extensive state and federal regulatory oversight. Upon periodic inspection, our laboratory locations

may be out of compliance with CLIA or with any applicable licensure or certification laws. The sanctions for failure
to comply with CLIA or state licensure requirements could include the suspension or revocation of the right to
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perform clinical laboratory services, or the suspension, revocation or limitation of the laboratory s CLIA certificate or
state license, as well as civil or criminal penalties or administrative fines. In addition, any new legislation or regulation
or the application of existing laws and regulations in ways that we have not anticipated could have a material adverse
effect on our business, results of operations and financial condition.
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Existing federal laws governing Medicare and Medicaid, as well as some other state and federal laws, also regulate

certain aspects of the relationship between healthcare providers, including clinical laboratories, and their referral

sources, including physicians, hospitals and other laboratories. Certain provisions of these laws, known as the
anti-kickback laws and the Stark Law , contain extremely broad proscriptions. Violation of these laws may result in

criminal penalties, exclusion from participation in the Medicare and Medicaid programs, and significant civil

monetary penalties. We seek to structure our arrangements with physicians and other clients to be in compliance with

the anti-kickback laws, Stark Law and comparable state laws, and to keep up-to-date on developments concerning

their application by various means, including consultation with legal counsel. However, we are unable to predict how

these laws will be applied in the future and the arrangements into which we enter may become subject to scrutiny

thereunder.

A failure to comply with governmental payer regulations could result in our being excluded from participation in
Medicare, Medicaid or other governmental payer programs, which would decrease our revenues and adversely
affect our results of operations and financial condition

Tests which are reimbursable from Medicare and other government payers (State Medicaid programs) accounted for
approximately 25%, 36% and 43% of our revenues for the years ended December 31, 2013, 2012 and 2011,
respectively. The Medicare program imposes extensive and detailed requirements on diagnostic service providers,
including, but not limited to, rules that govern how we structure our relationships with physicians, how and when we
submit claims for reimbursement and how we provide specialized diagnostic laboratory services. Our failure to
comply with applicable Medicare, Medicaid and other governmental payer rules could result in our inability to
participate in a governmental payer program, an obligation to repay funds already paid to us for services performed,
civil monetary penalties, criminal penalties and/or limitations on the operational function of our laboratory. If we were
unable to receive reimbursement under a governmental payer program, a substantial portion of our revenues would be
lost, which would adversely affect our results of operations and financial condition.

Failure to comply with the HIPAA security and privacy regulations may increase our operational costs.

The Health Insurance Portability and Accountability Act of 1996, or HIPAA, as amended by the Health Information
Technology for Economic and Clinical Health Act, or HITECH Act, and similar state privacy and security laws
contain provisions that affect the handling of claims and other patient information that are, or have been, transmitted
electronically and regulate the general disclosure of patient records and protected health information, or PHI. These
provisions, which address security and confidentiality of patient information as well as the administrative aspects of
claims handling, have very broad applicability and they specifically apply to healthcare providers, which include
physicians and clinical laboratories.

The HIPAA privacy and security regulations establish comprehensive federal standards with respect to the uses and
disclosures of PHI by health plans and healthcare providers, in addition to setting standards to protect the
confidentiality, integrity and availability of electronic PHI. The regulations establish a complex regulatory framework
on a variety of subjects, including, for example, the circumstances under which uses and disclosures of PHI are
permitted or required without a specific authorization by the patient, a patient s right to access, amend and receive an
accounting of certain disclosures of PHI; the content of notices of privacy practices for PHI, and administrative,
technical and physical safeguards required of entities that use or receive PHI electronically. We have implemented
policies and procedures related to compliance with the HIPAA privacy and security laws regulations, as required by
law. The privacy regulations establish a uniform federal standard and do not supersede state laws that may be more
stringent. Therefore, we are required to comply with both federal privacy regulations and varying state privacy laws
and regulations. The federal privacy regulations restrict our ability to use or disclose individually identifiable patient
health information, without patient authorization, for purposes other than payment, treatment or healthcare operations
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disclosure of PHI. Although the HIPAA statute and regulations do not expressly provide for a private right of action
for damages, we could incur damages under state laws to private parties for the wrongful use or disclosure of
confidential health information or other private personal information. Additionally, the recent amendments to HIPAA
provide that the state Attorneys General may bring an action against a covered entity, such as us, for a violation of
HIPAA. We insure some of our risk with respect to HIPAA security breaches although there could be operational
costs associated with HIPAA breaches above our insured limits.

Changes in regulations, payer policies or contracting arrangements with payers or changes in other laws,
regulations or policies may adversely affect coverage or reimbursement for our specialized diagnostic services,
which may decrease our revenues and adversely affect our results of operations and financial condition.

Governmental payers, as well as private insurers and private payers, have implemented and will continue to
implement measures to control the cost, utilization and delivery of healthcare services, including clinical laboratory
and pathology services. Congress has considered, from time to time and has implemented changes to laws and
regulations governing healthcare service providers, including specialized diagnostic service providers. These changes
have adversely affected and may in the future adversely affect coverage for our services. We also believe that
healthcare professionals will not use our services if third party payers do not provide adequate coverage and
reimbursement for them. These changes in federal, state, local and third party payer regulations or policies may
decrease our revenues and adversely affect our results of operations and financial condition. We will continue to be a
non-contracting provider until such time as we enter into contracts with third party payers with whom we are not
currently contracted. Because a portion of our revenues is from third-party payers with whom we are not currently
contracted, it is likely that we will be required to make positive or negative adjustments to accounting estimates with
respect to contractual allowances in the future, which may adversely affect our results of operations, our credibility
with financial analysts and investors, and our stock price.

We are subject to security risks which could harm our operations.

The HITECH Act imposed restrictions and penalties on covered entities and their business associates to deter breaches
of security. As a result, the remedial actions required, the reporting requirements, and sanctions for a breach are more
stringent, especially if the security of the covered entity s electronic health records system does not conform to certain
security standards. Our electronic health records system is periodically modified to meet applicable security standards.
Despite the implementation of various security measures by us, our infrastructure may be vulnerable to computer
viruses, break-ins and similar disruptive problems caused by our clients or others, any of which could lead to
interruption, delays or cessation in service to our clients. Further, such break-ins, whether electronic or physical could
also potentially jeopardize the security of confidential information, including PHI stored in our computer systems as it
relates to clients, patients, and other parties connected through us, which may deter potential clients and give rise to
uncertain liability to parties whose security or privacy has been infringed. A significant security breach could result in
fines, loss of clients, damage to our reputation, direct damages, costs of repair and detection, costs to remedy the
breach, and other expenses. We insure some of our risk with respect to security breaches but the occurrence of any of
the foregoing events could have a material adverse effect on our business, results of operations and financial
condition.

We must hire and retain qualified sales representatives to grow our sales, if not, our existing business and our
results of operations and financial condition will likely suffer.

Our ability to retain existing clients for our specialized diagnostic services and attract new clients is dependent upon

retaining existing sales representatives and hiring and training new sales representatives, which is an expensive and
time-consuming process. We face intense competition for qualified sales personnel and our inability to hire or retain
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an adequate number of sales representatives could limit our ability to maintain or expand our business and increase
sales. Even if we are able to increase our sales force, our new sales personnel may not commit the necessary resources
or provide sufficient high quality service and attention to effectively market and sell our services. If we are unable to
maintain and expand our marketing and sales networks or if our
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sales personnel do not perform to our standards, we may be unable to maintain or grow our existing business and our
results of operations and financial condition will likely suffer accordingly. If a sales representative ceases
employment, we risk the loss of client goodwill based on the impairment of relationships developed between the sales
representative and the healthcare professionals for whom the sales representative was responsible. This is particularly
a risk if the representative goes to work for a competitor, as the healthcare professionals that are our clients may
choose to use a competitor s services based on their relationship with our former sales representative.

Performance issues, service interruptions or price increases by our shipping carrier could adversely affect our
business, results of operations and financial condition, and harm our reputation and ability to provide our
specialized diagnostic services on a timely basis.

Expedited, reliable shipping is essential to our operations. One of our marketing strategies entails highlighting the
reliability of our point-to-point transport of patient samples. We rely heavily on a single provider of transport services,
which we refer to as the Carrier, for reliable and secure point-to-point transport of patient samples to our laboratory
and enhanced tracking of these patient samples. Should the Carrier encounter delivery performance issues such as
loss, damage or destruction of a sample, it may be difficult to replace our patient samples in a timely manner and such
occurrences may damage our reputation and lead to decreased demand for our services and increased cost and expense
to our business. In addition, any significant increase in shipping rates could adversely affect our operating margins and
results of operations. Similarly, strikes, severe weather, natural disasters or other service interruptions by delivery
services we use would adversely affect our ability to receive and process patient samples on a timely basis. If the
Carrier or we were to terminate our relationship, we would be required to find another party to provide expedited,
reliable point-to-point transport of our patient samples. There are only a few other providers of such nationwide
transport services, and there can be no assurance that we will be able to enter into arrangements with such other
providers on acceptable terms, if at all. Finding a new provider of transport services would be time-consuming and
costly and result in delays in our ability to provide our specialized diagnostic services. Even if we were to enter into
an arrangement with such provider, there can be no assurance that they will provide the same level of quality in
transport services currently provided to us by the Carrier. If the new provider does not provide the required quality
and reliable transport services, it could adversely affect our business, reputation, results of operations and financial
condition.

We use biological and hazardous materials that require considerable expertise and expense for handling, storage
or disposal and may result in claims against us.

We work with hazardous materials, including chemicals, biological agents and compounds, blood samples and other
human tissue that could be dangerous to human health and safety or the environment. Our operations also produce
hazardous and biohazardous waste products. Federal, state and local laws and regulations govern the use, generation,
manufacture, storage, handling and disposal of these materials and wastes. Compliance with applicable environmental
laws and regulations may be expensive, and current or future environmental laws and regulations may impair business
efforts. If we do not comply with applicable regulations, we may be subject to fines and penalties. In addition, we
cannot entirely eliminate the risk of accidental injury or contamination from these materials or wastes. Our general
liability insurance and/or workers compensation insurance policy may not cover damages and fines arising from
biological or hazardous waste exposure or contamination. Accordingly, in the event of contamination or injury, we
could be held liable for damages or penalized with fines in an amount exceeding our resources, and our operations
could be suspended or otherwise adversely affected.

Our ability to comply with the financial covenants in our credit agreements depends primarily on our ability to
generate substantial operating cash flow.
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Our ability to comply with the financial covenants under our credit agreement with CapitalSource will depend
primarily on our success in generating substantial operating cash flow. Our credit agreement contains numerous
financial and other restrictive covenants, including restrictions on purchasing and selling assets, paying dividends to
our shareholders, and incurring additional indebtedness. Our failure to meet these covenants could
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result in a default and acceleration of repayment of the indebtedness under our credit facility. If the maturity of our
indebtedness were accelerated, we may not have sufficient funds to pay such indebtedness. In such event, our lenders
would be entitled to proceed against the collateral securing the indebtedness, which includes all of our entire accounts
receivable, to the extent permitted by our credit agreements and applicable law.

Risks Related to Our Common Stock
We do not intend to pay dividends on our common stock for the foreseeable future.

We do not anticipate paying dividends on our common stock in the foreseeable future. Rather, we plan to retain
earnings, if any, for the operation and expansion of our business. Also our credit agreement limits our ability to pay
dividends.

We may become involved in securities class action litigation that could divert management s attention and harm
our business.

The stock markets have from time to time experienced significant price and volume fluctuations that have affected the
market prices for the common stock of diagnostic companies. These broad market fluctuations may cause the market
price of our common stock to decline. In the past, securities class action litigation has often been brought against a
company following a decline in the market price of its securities. This risk is especially relevant for us because
clinical laboratory service companies have experienced significant stock price volatility in recent years. We may
become involved in this type of litigation in the future. Litigation often is expensive and diverts management s
attention and resources, which could adversely affect our business.

If any securities analyst downgrades our common stock or our sector, the price of our common stock could be
negatively affected.

Securities analysts may publish reports about us or our industry containing information about us that may affect the
trading price of our common stock. If a securities or industry analyst downgrades the outlook for our common stock or
one of our competitors stocks or chooses to terminate coverage of our common stock, the trading price of our common
stock may be negatively affected.

The price of our common stock may fluctuate significantly.

The price of our common stock has been, and is likely to continue to be, volatile, which means that it could decline
substantially within a short period of time. For example, the per share price of our common stock traded on the

NASDAQ Capital Market ranged from $2.05 to $4.20 for the period from January 1, 2013 to December 31, 2013. The
price of our common stock could fluctuate significantly for many reasons, including the following:

future announcements concerning us or our COfanﬁtOI‘S;

regulatory developments and enforcement actions bearing on advertising, marketing or sales;
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reports and recommendations of analysts and whether or not we meet the milestones and metrics set forth in
such reports;

gaining or losing large customers or managed care plans;

introduction of new products or services;

acquisition or loss of significant manufacturers, distributors or suppliers or an inability to obtain sufficient
quantities of materials needed to provide our services;

quarterly variations in operating results, which we have experienced in the past and expect to experience in
the future;
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business acquisitions or divestitures;

changes in governmental or third-party reimbursement practices; and

fluctuations in the economy, world political events or general market conditions.
In addition, stock markets in general and the market for shares of health care stocks in particular, have experienced
extreme price and volume fluctuations in recent years, fluctuations that frequently have been unrelated to the
operating performance of the affected companies. These broad market fluctuations may adversely affect the market
price of our common stock. The market price of our common stock could decline below its current price and the
market price of our shares may fluctuate significantly in the future. These fluctuations may be unrelated to our
performance.

Actual operating results may differ significantly from our guidance.

From time to time, we release guidance regarding our future performance or the expected future performance of
companies or businesses that we have agreed to acquire. Any such guidance represents our management s estimates as
of the date of release. This guidance, which consists of forward-looking statements, is prepared by our management
and is qualified by, and subject to, the assumptions and the other information contained or referred to in such release
and the factors described under Forward-Looking Statements in this prospectus supplement. Our guidance is not
prepared with a view toward compliance with published guidelines of the American Institute of Certified Public
Accountants, and neither our independent registered public accounting firms nor any other independent expert or
outside party compiles or examines the guidance and, accordingly, no such person expresses any opinion or any other
form of assurance with respect thereto.

Guidance is based upon a number of assumptions and estimates that, while presented with numerical specificity, are
inherently subject to business, economic and competitive uncertainties and contingencies, many of which are beyond
our control and are based upon specific assumptions with respect to future business decisions, some of which will
change. We generally state possible outcomes as high and low ranges which are intended to provide a sensitivity
analysis as variables are changed but are not intended to represent that actual results could not fall outside of the
suggested ranges. The principal reason that we release this data is to provide a basis for our management to discuss
our business outlook with analysts and investors. We do not accept any responsibility for any projections or reports
published by any such persons.

Guidance is necessarily speculative in nature, and it can be expected that some or all of the assumptions of the
guidance furnished by us will not materialize or will vary significantly from actual results. Accordingly, our guidance
is only an estimate of what management believes is realizable as of the date of release. Actual results will vary from
the guidance. Investors should also recognize that the reliability of any forecasted financial data diminishes the farther
in the future that the data is forecast. In light of the foregoing, investors are urged to put the guidance in context and
not to place undue reliance on it. Any failure to successfully implement our operating strategy or the occurrence of
any of the events or circumstances set forth in, or incorporated by reference into, this prospectus supplement could
result in the actual operating results being different than the guidance, and such differences may be adverse and
material.

Risks Related to this Offering
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We may allocate the net proceeds from this offering in ways that you may not approve and the proceeds may not be
used effectively.

We intend to use the net proceeds from this offering for general corporate and working capital purposes. In general,

our management will have broad discretion in the application of the net proceeds from this offering and could spend
the net proceeds in ways that do not necessarily improve our operating results or enhance the value of our common

stock.
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You may experience future dilution as a result of future equity offerings and other issuances of our common stock
or other securities. In addition, this offering and future equity offerings and other issuances of our common stock
or other securities may adversely affect our common stock price.

In order to raise additional capital, we may in the future offer additional shares of our common stock or other
securities convertible into or exchangeable for our common stock at prices that may not be the same as the price per
share in this offering. We cannot assure you that we will be able to sell shares or other securities in any other offering
at a price per share that is equal to or greater than the price per share paid by investors in this offering, and investors
purchasing shares or other securities in the future could have rights superior to existing stockholders. The price per
share at which we sell additional shares of our common stock or securities convertible into common stock in future
transactions may be higher or lower than the price per share in this offering.

As of June 30, 2014, 5,814,794 shares of common stock were reserved for issuance upon the exercise of outstanding
stock options, 650,000 shares of common stock were reserved for issuance upon the exercise of outstanding warrants
and 1,187,056 shares of common stock were reserved for future issuance under our equity compensation plans. You
will incur dilution upon exercise of any outstanding stock options or warrants, or upon the issuance of shares of
common stock under our equity incentive programs.

In addition, the sale of shares in this offering and any future sales of a substantial number of shares of our common
stock in the public market, or the perception that such sales may occur, could adversely affect the price of our

common stock. We cannot predict the effect, if any, that market sales of those shares of common stock or the
availability of those shares of common stock for sale will have on the market price of our common stock.
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FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus, the documents that are incorporated by reference and any

free writing prospectus that we have authorized for use in connection with this offering contain forward-looking

statements and information within the meaning of Section 27A of the Securities Act of 1933, as amended, or the

Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange Act, which are

subject to the safe harbor created by those sections. These forward-looking statements include, but are not limited to,

statements concerning our strategy, future operations, future financial position, future revenues, projected costs,

prospects and plans and objectives of management. The words anticipates, believes, estimates, expects, intends,
plans, projects, will, would and similar expressions are intended to identify forward-looking statements, although n

all forward-looking statements contain these identifying words. We may not actually achieve the plans, intentions or

expectations disclosed in our forward-looking statements and you should not place undue reliance on our

forward-looking statements. These forward-looking statements involve known and unknown risks and uncertainties

that could cause our actual results, performance or achievements to differ materially from those expressed or implied

by the forward-looking statements, including, without limitation, the risks set forth in Risk Factors beginning on page

S-5.

Forward-looking statements include, but are not limited to, statements about:

Our ability to implement our business strategy;

The expected reimbursement levels from governmental payers and private insurers and proposed changes to
those levels;

The application, to our business and the services we provide, of existing laws, rules and regulations,
including without limitation, Medicare laws, anti-kickback laws, Health Insurance Portability and
Accountability Act of 1996 regulations, state medical privacy laws, federal and state false claims laws and
corporate practice of medicine laws;

Regulatory developments in the United States including increasing downward pressure on health care
reimbursement;

Our ability to maintain our license under the Clinical Laboratory Improvement Amendments of 1988;

Our ability to expand our operations and increase our market share;

Our ability to expand our service offerings by adding new testing capabilities;

Our ability to meet our future capital requirements;
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Our ability to integrate acquired businesses;

The impact of internalization of testing by customers;

Our ability to compete with other diagnostic laboratories;

Our ability to hire and retain sufficient managerial, sales, clinical and other personnel to meet our needs;

Our ability to successfully scale our business, including expanding our facilities, our backup systems and
infrastructure;

Our ability to generate sufficient cash flow from our license agreement with Health Discovery Corporation
to support its fair value; and

The accuracy of our estimates regarding reimbursement, expenses, future revenues and capital requirements.
These forward-looking statements represent our management s beliefs and assumptions only as of the date of this
prospectus supplement. You should read this prospectus supplement, the accompanying prospects, the
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documented that are incorporated by reference and any free writing prospectus that we have authorized for use in
connection with this offering completely and with the understanding that our actual future results may be materially
different from what we expect. We qualify all of the forward-looking statements in the foregoing documents by these
cautionary statements.

Except as required by law, we assume no obligation to update these forward-looking statements to reflect events or
circumstances after the date of this prospectus supplement, or to update the reasons actual results could differ

materially from those anticipated in these forward-looking statements, even if new information becomes available in
the future.
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MARKET PRICE DATA AND DIVIDEND INFORMATION
Market Information
Our common stock is listed on the NASDAQ Capital Market under the symbol NEO . The following table sets forth,

for the quarters indicated, the high and low sale per share sales prices of our common stock as reported by the
NASDAQ Capital Market.

High Low
Fiscal Year 2014
Third Quarter through August 12, 2014 $5.77 $3.34
Second Quarter 3.80 2.95
First Quarter 4.69 3.17
Fiscal Year 2013
Fourth Quarter 4.15 2.70
Third Quarter 4.05 2.05
Second Quarter 4.20 3.45
First Quarter 4.02 2.40
Fiscal Year 2012
Fourth Quarter 3.10 2.31
Third Quarter 3.20 1.55
Second Quarter 1.78 1.50
First Quarter 1.84 1.40

The closing price of our common stock on the NASDAQ Global Market on August 12, 2014 was $4.97 per share. As
of August 12, 2014 there were 586 stockholders of record of our common stock. The number of record holders does
not include beneficial owners of common stock whose shares are held in the names of banks, brokers, nominees or
other fiduciaries.

Dividends
We have never declared or paid cash dividends on our common stock. We intend to retain all future earnings to

finance future growth and therefore we do not anticipate paying any cash dividends in the foreseeable future. In
addition, certain of our financing agreements may limit our ability to pay dividends in the future.

S-22

Table of Contents 45



Edgar Filing: NEOGENOMICS INC - Form 424B5

Table of Conten
USE OF PROCEEDS

We estimate that we will receive net proceeds from this offering of approximately $ million, after deducting the
estimated underwriting discounts and commissions and estimated offering expenses payable by us. If the underwriters
exercise in full their option to purchase additional shares, we estimate that our net proceeds from this offering will be
approximately $ million, after deducting the estimated underwriting discounts and commissions and estimated
offering expenses payable by us.

We intend to use the net proceeds for working capital, capital expenditures and other corporate purposes, including
potential acquisitions. The Company may also use proceeds to repay debt, although at this time no decision has been
made to the amount or timing of repayment. As of the date of this prospectus supplement, we cannot specify with
certainty all of the particular uses of the proceeds from this offering. Accordingly, we will retain broad discretion over
the use of such proceeds.

Pending specific use of the net proceeds, we intend to invest the net proceeds from this offering in a variety of capital
preservation investments, including short-term, investment-grade and interest-bearing instruments.
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CAPITALIZATION

The following table sets forth our cash and cash equivalents and capitalization as of June 30, 2014 as follows:

on an actual basis; and

on an as adjusted basis to reflect our issuance and sale in this offering of shares of our common
stock, at a public offering price of $ per share, after deducting estimated underwriting discounts and
commissions and estimated offering expenses payable by us.
You should read this table together with the section of this prospectus supplement entitled Use of Proceeds and with
the financial statements and related notes and the other information that we incorporated by reference into this
prospectus supplement and the accompanying prospectus, including our Annual Report on Form 10-K and Quarterly
Reports on Form 10-Q that we file from time to time.

June 30, 2014
As

Actual Adjusted

(dollars in thousands)
Cash and cash equivalents $ 5,023 $
Long-term debt, including current portion 7,785 7,785
Stockholders equity:
Preferred stock , $0.01 par value; 10,000,000 shares authorized; no shares
issued or outstanding
Common stock, $.001 par value; 100,000,000 shares authorized;
50,003,799 shares issued and outstanding, actual; shares issued and
outstanding, as adjusted 50
Additional paid-in capital 43,244
Accumulated deficit (20,161) (20,161)
Total stockholders equity 23,133
Total capitalization $ 30918 $

*  The table above does not reflect the Company s recent acquisition of Path Labs, LLC on July 8, 2014.
The table above excludes as of June 30, 2014:
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5,814,794 shares of common stock issuable upon the exercise of outstanding stock options, at a weighted
average exercise price of $1.38 per share;

650,000 shares of common stock issuable upon the exercise of outstanding warrants, at a weighted average
exercise price of $1.48 per share; and

1,187,056 shares of common stock available for future issuance under our equity compensation plans.
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SELECTED FINANCIAL AND OTHER ANNUAL AND QUARTERLY DATA

The tables and charts set forth below provide selected financial and other annual and quarterly data which reflect
results obtained by the Company during the periods covered by each respective chart. The results reflected in the
tables and charts below are not necessarily indicative of the results that should be expected in the future. Furthermore,
interim results are not necessarily indicative of the results that should be expected for the full year or any other period.

Adjusted EBITDA is defined by NeoGenomics as net income from continuing operations before (i) interest expense,
(i1) tax expense and therapeutic discovery tax grants, (iii) depreciation and amortization expense, (iv) non-cash
stock-based compensation and warrant amortization expense and (v) other extraordinary or non-recurring charges,
such as the costs related to moving our California facility. NeoGenomics believes that Adjusted EBITDA provides a
more consistent measurement of operating performance and trends across reporting periods by excluding these cash
and non-cash items of expense not directly related to ongoing operations from income. Adjusted EBITDA also assists
investors in performing analysis that is consistent with financial models developed by research analysts.

Adjusted EBITDA as defined by NeoGenomics is not a measurement under GAAP and may differ from non-GAAP
measures used by other companies. There are limitations inherent in non-GAAP financial measures such as Adjusted
EBITDA because they exclude a variety of charges and credits that are required to be included in a GAAP
presentation, and do not therefore present the full measure of NeoGenomics recorded costs against its net revenue.
Accordingly, investors should consider non-GAAP results together with GAAP results in analyzing NeoGenomics
financial performance.

The tables below provide our annual results for fiscal years ended December 31, 2009 through 2013 and a non-GAAP
reconciliation of net income (loss) to EBITDA.

Annual Results

Fiscal Year Ended
2009 2010 2011 2012 2013
(in thousands)

Revenue 29,469 34,371 43,484 59,867 66,467
Cost of Revenue 14,254 18,588 24,056 33,031 34,730
Gross Profit 15,215 15,783 19,428 26,836 31,737
Operating Expenses:

General & Administrative 10,057 11,267 12,331 15,843 17,397
Sales & Marketing 6,886 7,479 6,963 7,501 8,726
Research & Development 0 0 543 2,281 2,440
Total Operating Expenses 16,943 18,746 19,837 25,625 28,563
Income (Loss) from Operations (1,728) (2,963) (409) 1,211 3,174
Other Income (expense), net (515) (340) (768) (1,146) (989)
Income Taxes 0 0 0 0 152
Net Income (Loss) (2,243) (3,303) (1,177) 65 2,033
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Adjusted EBITDA Reconciliation:
Net Income (loss) (per GAAP)
Adjustments to Net Income (loss)
Interest expense (income), net
Amortization of Intangibles

Income Tax Expense

Therapeutic Discovery Tax Grant
Depreciation

EBITDA (non-GAAP)

Further Adjustments to EBITDA:
Non-Recurring Costs*

Non-Cash Based Stock Compensation

Adjusted EBITDA (non-GAAP)

Fiscal Year Ended
2009 2010 2011 2012
(in thousands)

(2,243)  (3,303) (1,177) 65
516 700 768 1,146
0 0 0 182
0 15 0 0
0 (374) 0 0
1,184 1,780 2,086 3,637
(543) (1,182) 1,677 5,030
0 0 0 170
440 616 457 798
(103) (566) 2,134 5,998

* Costs related to moving the Irvine, California laboratory in September of 2012.
The following tables provide the Company s results for selected fiscal quarters and a non-GAAP reconciliation of net

income (loss) to EBITDA:

Revenue
Cost of Revenue
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Quarterly Results

For the Quarter Ended
Q12013 Q22013 Q32013 Q42013 Q12014 Q22014
(in thousands)

15,657
8,411

15,603
8,446

16,884
8,713

18,323
9,160

18,182
9,473

2013

2,033
989
223
152

4,189

7,586

929

8,515

20,670
10,431
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