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Cancer Genetics, Inc. 
First Quarter Fiscal 2013 Earnings 
Thursday, May 16, 2013 
 
 
Operator: Good day, ladies and gentlemen.  Thank you for 
standing by.  Welcome to Cancer Genetics Incorporated’s First Quarter Fiscal 
2013 Earnings Conference Call.  During today’s presentation, all parties will be in 
a listen-only mode.  Following the presentation, the conference will be opened for 
questions.  If you have a question, please press the star, followed by the one, on 
your touch-tone phone.  Please press star, zero, for Operator assistance at any 
time.  For participants using speaker equipment, it may be necessary to pick up 
your handset before making your selection.  This conference call is being 
recorded, today, May 16th, 2013.  I would now like to turn the conference over to 
Jon Cunningham, Investor Relations.  Please go ahead. 
 
Jon Cunningham: Thank you, Ian.  Thank you, everyone, for joining us 
for Cancer Genetics, Incorporated, CGIX, First Quarter 2013 Conference Call.  
On the call today are Panna Sharma, the Company's President and Chief 
Executive Officer; and Elizabeth Czerepak, our Chief Financial Officer. 
 
 Cancer Genetics issued a news release at 5pm last 
night, May 15th, detailing our first quarter 2013 financial results and business 
progress.  If you've not seen it, please go to our website at ir.cancergenetics.com 
or call 800-733-2447, and we will send it to you. 
 
 Following the Safe Harbor Statement, Panna will 
provide an overview of the business progress and trends, and Elizabeth will then 
provide a summary of our first quarter financial results.  Next, Panna will discuss 
our commercial and developmental updates before we open the call for Q&A. 
 
 Before we get underway, I'd like to ask everyone to 
take note of the Safe Harbor paragraph that appears at the end of the news 
release issued yesterday covering the Company's financial results.  This 
paragraph states that any forward-looking statements that we make speak only 
as of the date made, are subject to inherent risks and uncertainties, including 
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those described in our most recently filed quarterly report on Form 10-Q, and 
should not be unduly relied upon.  Except as otherwise required by the federal 
security laws, we disclaim any obligation or undertake no publicly release any 
updates or revisions to any forward-looking statements contained herein or 
elsewhere to reflect any change in our expectations with regard to any changes 
in events, conditions or circumstances on which any such statement is based. 
 
 It is now my pleasure to introduce our President and 
CEO, Panna Sharma.  Panna, please go ahead. 
 
Panna Sharma: Thank you, Jon.  Hello and welcome to our first 
quarterly earnings call, and thank you for taking time to hear about our progress 
and unique business in personalized oncology diagnostics.  As many of you 
know, we recently went public, where we raised 6.9 million.  The IPO closed on 
April 10th, which was after the close of the quarter.  Because of that, our CFO 
will walk you through the effects of the raise on our balance sheet during her 
discussion.  
 
 I want to share with you how our business is uniquely 
positioned in the world of genomic and DNA-based oncology diagnostics.  Since 
we have gone public only recently, I also want to highlight a brief history of some 
of the central achievements, not only over the past quarter, but also of the past 
year.  Additionally, I want to share with you the general strategy of the Company, 
the key drivers of our growth, and the crucial milestones that we plan on 
achieving both in our portfolio and in our commercial operations. 
 
 There are only a handful of commercially focused 
companies that are at the forefront of DNA-based diagnostics in the field of 
cancer.  In the specific areas of hematological and urogenital cancers, where 
Cancer Genetics is focused today, over $6 billion is spent in the U.S. and 
approximately $15 billion globally on diagnosis and treatment planning.  In both 
the hematological and urogenital cancers where there is a renaissance of new 
targeted therapeutics emerging, our portfolio is unrivaled.  The biopharma 
industry is currently in the midst of a paradigm shift, meaning that DNA-based 
cancer diagnosis and treatment is becoming widely adopted among clinicians 
and pathologists around the world.  Cancer Genetics is ideally positioned to 
capture a significant portion of the genomic-based cancer diagnosis market.  
With the development pipelines of the biopharma community being increasingly 
biomarker-based, and with accelerating adoption among clinicians and 
pathologists of genomic data, we are well positioned to capture a significant 
portion of the market as it shifts the diagnostic spending away from current 
methods towards a genomic-based assessment of these cancers.  We have 
already successfully launched our proprietary programs and microarrays for 
leukemia, lymphoma and kidney cancer, and plan on several additional product 
launches, both in the U.S. and in emerging high-growth economies, over the next 
several quarters. 
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 Our microarrays, for some of the—just some 
background, our microarrays are essentially oligo based-DNA pressed onto a 
glass slide, and this can then help us assess thousands of genetic events that we 
have validated here in our labs that are relevant in the clinical diagnosis and 
management of specific leukemias, lymphomas and urogenital cancers like 
kidney cancer.  These DNA-based genomic microarrays and other tests are 
being routinely run today in our lab in Rutherford, which is in New Jersey, under 
both CLIA and New York State licensure, to help community hospitals in places 
such as New York, New Jersey, Georgia, Iowa, Texas and other regions where 
we’re expanding into.  These tests help more effective patient management and, 
more importantly, drive costs down associated with cancer care.  These DNA-
based tests are also being used by large academic centers and by the 
biopharma companies such as Gilead and Roche to improve their clinical trials 
and gain better insight into the potential stratification and response of patients 
using the biomarker information identified by the microarray.  For the genomic-
based assessments of risk, prognosis and mapping to the right treatment option, 
our technology is ideally suited for adoption, and more importantly it has been 
clinically validated with premier institutions.  This gives us a significant advantage 
in the marketplace.  The Company today is serving thousands of tests each 
quarter through our central lab and we plan on filling our capacity as we gain 
greater market share both in the U.S. and globally.  For some of those—some of 
those of you who read through our S-1, you know that 8% of our revenue in 2012 
came outside the U.S., and we continue to expect increasing that.  Right now, 
the Company’s top priority now is driving the adoption, the usage and 
commercial success of these unique DNA-based microarray tests that have been 
both CLIA and New York State licensed. 
 
 Our Chairman and Founder, Doctor Raju Chaganti, 
spent 40 years at the forefront of cancer research, developing some of the 
seminal insights in true translational oncology at Memorial Sloan Kettering 
Cancer Center.  Our technology and approach in identifying and validating copy 
number variation and copy number change in genes is based upon his 
experience and his work which is widely recognized among cancer researchers 
and clinicians globally.  It was a combination of his research and our relentless 
focus on making genomic testing and insights more widely available that has led 
to our recent success, and more importantly in our world-class collaborations, 
licensing arrangements and clinical validation programs with institutions such as 
the National Cancer Institute, Stanford University, the Cleveland Clinic, Memorial 
Sloan Kettering, North Shore Long Island Jewish Hospital, University of Iowa 
Cancer Center and the Mayo Clinic.  These collaborations are critical since they 
supply us not only with material for clinical validations and clinical data, they drive 
acceptance among thought leaders in each of these cancer categories, and they 
provide us with essential data to help refine the functionality and algorithms that 
drive our genomic tests. 
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 For those of you that have reviewed our S1 in the 
past, you saw that Cancer Genetics had a banner year of growth in 2012 where 
we grew revenues by over 43%.  That strong performance continued for us in the 
first quarter of 2013.  I'm pleased to report that the total Company revenue 
increased 46% year-over-year, and our trailing twelve months of revenue is at 
4.7 million.  This ideally positions us for continued growth for the full year of 
2013, especially now that we have secured additional growth capital.  We 
experienced strong growth across all our customer segments in Q1, and we 
expect that to continue, in community hospitals, in large research and academic 
centers, in the biotech and pharma customers, and also in the sale of our DNA 
Probes as products outside the U.S. 
 
 Geographically we’ve started expanding outside of 
our New York / New Jersey heritage into Georgia, Texas, Iowa and the Midwest, 
and that plan has already begun paying off.  In the first quarter, several of our top 
new clients are in their top ten lists for sites outside of our traditional New York / 
New Jersey area. 
 
 Our head of clinical sales now has plans to continue 
hiring two to three additional experienced, effective oncology sales professionals 
each quarter for the remainder of 2013.  Of course, if we find well qualified, 
ideally suited people, we will of course exceed that plan.  His mission is really to 
put together a world-class team that is not only deeply committed to 
personalizing cancer treatment but also making sure that our brand values of 
knowledge, innovation and collaboration are carried into the field and into our 
customer and clinician sites. 
 
 While all of our testing has contributed to this 
excellent growth in Q1 and put us in a great place for the remainder of the year, 
our proprietary microarray products helped to drive differentiation and customer 
acceptance in key sites, and we have launched several customer trials for our 
lead product MatBA® and UroGenRA™.  These microarrays are designed to 
diagnose earlier and more accurately, and give critical genomic information about 
risk and survivability for a patient; and this is the information that then drives 
therapeutic decision-making, and more importantly, for therapeutic decision-
making in some of the more complex cancers such as B-cell cancers. 
 
 As many of you know, B cells are an essential group 
of white blood cells that drive and regulate immune response; and diagnosing 
among the sub-types of B-cell disease can be very challenging since the disease 
represents itself very heterogeneously and patients can vary from one extreme of 
living decades without serious health issues to others that can pass away within 
a couple of years.  This genomic heterogeneity is very complex to fully capture, 
and this is what our tools do today.  More importantly, this genomic assessment 
is critical to improving survivability, mapping to more appropriate therapy options 
and managing the health-care spend more efficiently. 
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 We are the only company commercially—we are the 
only commercial company, globally, that has launched a clinically validated DNA-
based microarray for the improved characterization and stratification of complex 
blood-borne cancers in chronic lymphocytic leukemia, small lymphocytic 
leukemia, diffuse large B-cell lymphoma, and our next launch is planned in the 
area of mantle cell lymphoma.  For CGI, the B-cell category of cancers 
represents nearly 500,000 tests in North America alone that need to be 
performed annually on either new patients or patients that need to be monitored 
or tested for more effective treatments due to lack of response.  Due to an aging 
population, environmental exposure and lifestyle issues, the number of cases is 
rising in the U.S. and in several other mature economies, and this number is 
projected to double in the next 20 to 25 years by the NCI. 
 
 As many of you probably saw in April, we launched 
our UroGenital cancer franchise with our very first array, which we call 
UroGenRA-Renal.  It is for the diagnosis, staging and treatment selections in 
kidney cancer.  UroGenRA-Renal was developed at CGI and validated with 
Memorial Sloan Kettering and Cleveland Clinic to assist in the diagnosis of both 
needle biopsy and resected specimens.  For many cases, surgeries are 
recommended after diagnosis and this test really drives proper therapy selection 
based on tumor genomic profiling for kidney patients without the need for 
invasive surgery.  It’s this unique ability to help pathologists and clinicians make 
decisions based on fine needle biopsy that is unique, differentiated, improves 
personalized care and reduces healthcare cost by avoiding additional hospital 
visits, invasive surgery and expensive ongoing image-based assessments.  
Results from our research collaboration between CGI and Memorial Sloan-
Kettering’s Cancer Center were done with Doctor Jonathan Coleman, based on 
the use of fine needle biopsy specimens.  We also presented the results of this at 
the 2013 ASCO GU Symposium that was held in February of this year.  In our 
estimate there are nearly 200,000 to 240,000 cases, again just in the U.S, that 
need assessment annually for kidney cancer.  It’s a growing disease in the 
United States; it strikes approximately 56,000 to 60,000 new Americans each 
year, and there is a significant amount of money spent today on trying to 
diagnose and subtype this disease. 
 
 This investment that we continue making in innovative 
state-of-the-art genomic tests, the validations required to bring them into routine 
care, and more importantly, driving the successful adoption of these programs 
among clinics and cancer centers is the cornerstone of our commercialization 
strategy, one that is dually focused on improving patient outcomes while 
recognizing the need for improved healthcare cost.  The adoption of genomics 
is—in a clinically meaningful manner for oncology will drive improved economics 
for our healthcare system and be central in the move towards outcome-based 
accountable care.  
 



6 
  

 Being a company that is disease-focused and a driver 
of both innovation and accountable state of the art care is central to the CGI 
brand, and to our growth. I believe that we’ve just started into a long-range, high-
growth cycle of providing state of the art genomic testing in underserved cancers 
by leveraging our unique genomic insights into the identification, sub-typing, and 
management of these cancers. Our progress as a business is accelerating and 
we are well positioned to drive even more growth in the future. 
 
 I will now let Elizabeth, our CFO, to comment on our 
recent quarter and share our Q1 results with you.  Elizabeth? 
 
Elizabeth Czerepak: Thanks, Panna.  As Panna has already mentioned, 
we’ve made a lot of progress during the first quarter.  We experienced strong 
revenue growth year-over-year, and our first quarter revenue was up 46% over 
the same quarter last year, growing from 835,000 to 1.22 million.  Our trailing 
twelve months revenue comes in at 4.69 million. 
 
 We continued to see very strong growth in clinical test 
volume in the first quarter with 1,911 tests, compared to 1,610 tests for the first 
quarter of 2012, representing a growth of 19% year-over-year.  The average 
revenue per test increased to $615, from $502 in the first quarter of 2012, driven 
by an increase in direct bill revenue and increasing volume in our proprietary 
programs, including MatBA®. 
 
 Likewise, gross profit improved to 149,000 in first 
quarter, up from 12,000 in the same period last year.  Our gross profit margin 
improved significantly to 12%, compared to 1% in the first quarter 2012, and 9% 
for the full year 2012.  We continue to pursue initiatives to improve our gross 
profit trend. 
 
 As adjusted for a one-time write-off of $618,000 in 
IPO-related costs, our operating expenses were unchanged at 1.8 million in the 
first quarter, compared to the same period last year.  R&D expense remained 
relatively flat at 491,000, compared to 524,000 in the first quarter of 2012.  
During the first quarter, we continued to increase our Sales and Marketing 
investments, which grew by 16% to 396,000, from 340,000 in the year-ago 
period. 
 
 Adjusted for a one-time write-off of IPO-related costs, 
our loss from operations in the first quarter would be 1.7 million, compared to 1.8 
million for the same period last year. 
 
 Net income for the quarter was 2.4 million, or $1.75 
per share, compared to a net loss of 1.1 million or $0.81 loss per share for first 
quarter 2012.  This increase in income was primarily the result of non-cash 
income related to a 5.3 million decrease in the fair value of derivative warrant 
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liability, plus an income tax benefit of 664,000 from the sale of certain net 
operating losses in the state of New Jersey. 
 
 Our interest expense increased from 865,000 in first 
quarter of 2012 to 1.29 million in the first quarter of 2013.  As of our initial public 
offering in April, 9.6 million of debt was converted to common shares at the IPO 
price.  This debt reduction will significantly reduce our interest expense going 
forward. 
 
 In April, we completed a 690,000 share initial public 
offering at $10 a share.  That included the 90,000 share over-allotment for which 
we received gross proceeds of 6.9 million.  After deducting transaction fees and 
offering-related expenses that were not previously paid, we netted approximately 
$5 million. 
 
 Prior to the Offering, as of March 31st, our cash on 
hand was 217,000, compared to 820,000 at December 31st, 2012.  Cash used in 
operations in the first quarter of 2013 was 560,000, which is net of 664,000 that 
we received in the first quarter of 2013 from the sale of the certain state tax 
NOLs.  Cash used in first quarter of 2012 operations was 3.2 million and that 
included 2.1 million in one-time payments. 
 
 I’ll now turn the call back over to Panna to discuss our 
business strategy in further detail and to cover some of the milestones that we’re 
looking forward to achieving in the months and quarters ahead. 
 
Panna Sharma: Thank you Elizabeth.  I want to share with you the five 
main elements of our growth strategy and set the stage for what we are doing in 
each and what to expect in each of the main strategy elements. 
 
 First, increasing geographic coverage; increase the 
penetration into attractive geographic segments.  We have seen already that 
there is significant need to partner with community hospitals and community 
oncologists and cancer centers to drive more effective, unique, state-of the-art 
testing for these complex cancers.  They want to keep patients locally.  They 
want to drive more value to their patients.  When I came to the Company in 2010, 
community hospitals and centers accounted for about 14% of our volume; that 
number is nearly 50% today and projected to continue increasing.  This is a 
critical element in our growth.  There are over 4,000 community hospitals and 
thousands of local oncologists that need a partner for genomic assessment and 
improved disease management for their patients.  We will continue to make 
selective strategic hires in the Midwest and East Coast for the remainder of the 
year. 
 
 Second, partnering with biopharma.  Our program 
SelectOne, which we formally launched in Q1 of 2012, continues to grow quarter-
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over-quarter, especially as a result of our partnerships with companies such as 
Gilead, which we announced in March.  The biopharma community is 
aggressively moving toward biomarker-based therapeutics, and due to our 
development programs in the areas of hematological and urogenital cancers, we 
are really seeing a renaissance of therapeutics come out that are biomarker-
based.  We are in an ideal position to partner to help drive the changes that are 
needed for biotechs and pharmas in the clinical trial programs, in developing 
companion diagnostics and in theranostics.  When we launched this offering 
called SelectOne in Q1 of 2012, we had a couple hundred thousand in contracts 
that we started with.  Today our backlog in this area is nearly $7.5 million that we 
expect to work through over the next two to two and a half years.  And again it 
continues to grow very aggressively.  This strategy has made us—has given us 
the added feature of making us a valued partner to biopharma companies where 
we can accelerate their development and help them manage the key issue of 
genetic-based patient stratification.  You will continue to see additional 
announcements over the coming quarters on our progress in this strategic area. 
 
 Third, focusing on payers and on reimbursement 
strategy.  There is a lot of movement toward more accountable care, changing in 
reimbursement, and we believe that ensuring that healthcare providers and 
organizations see the added value in our testing and in our proprietary services is 
central to our long-term value.  We’ve started making investments in generating 
dialogue and exposure with payers, with cost management organizations and 
with insurance providers to demonstrate the effectiveness of our approach and 
our capability in the genomic assessment of these complex tumor systems.  Our 
complete focus on specific oncology categories has significant appeal for payers 
and also for providers since we can ensure that a comprehensive diagnosis can 
be provided and an answer can be given while maintaining or decreasing costs, 
and this is very central for managing the care associated with cancer.  Over the 
next several months we expect to make announcements regarding agreements 
with providers and groups that are critical in increasing the number of covered 
lives that Cancer Genetics has access to, and als,o we will be launching health 
economic studies in some of these very focused areas that demonstrate the 
financial impact of our specific genomic tests in leukemia, lymphoma, renal and 
cervical cancer. 
 
 Fourth, our joint venture—launching our joint venture 
with Mayo.  As many of you know, next generation sequencing is a approach that 
will change the future of healthcare.  It’s what has driven tremendous growth in 
companies such as Illumina, which has driven Illumina to acquire Verinata, but its 
more complex disease categories like oncology.  As the technology matures, as 
prices decrease and as standards emerge, CGI and our shareholders will 
emerge as uniquely positioned to capture value in this area.  Mayo has agreed to 
form a joint venture with us.  In the coming quarter we will be announcing more 
details about this newco, the areas that it will focus on and how our 50% 
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ownership in this cutting-edge company will benefit our shareholders and also 
impact the oncology ecosystem. 
 
 Fifth, and this is very importantly, is continued 
investment in our portfolio.  As we discussed earlier, we’ve built this Company on 
a foundation of tremendous genetic knowledge.  We’ve launched very recently 
two very compelling microarray-based tests: one for diffuse large B-cell 
lymphoma, which is a very aggressive lymphoma subtype; and in renal cancer, 
which is a high-growth category of kidney cancer.  We expect to continue 
launching our tests in other urogenital and hematological areas, once they’re 
approved by CLIA and New York State, and we’ve become very good at that.  
And more importantly, we’re going to continue investing in the existing products, 
improving their performance and sensitivity, refining the algorithms and continue 
driving the value and usage of the services that we’ve already launched. 
 
 Executing on these five pillars will be central to driving 
growth for our shareholders and for our Company while remaining on the leading 
edge of genomic-based care in oncology. The healthcare industry right now is 
going through a significant paradigm shift, moving away from traditional 
approaches toward more comprehensive genomic assessment of these complex 
tumors.  The Company today is ideally positioned, at the right time, with the right 
type of portfolio and at the right team to execute it on. 
 
 We’ve built a strong foundation that’s already bearing 
fruit and has positioned us for continued growth and performance this year and 
beyond, and this is what’s really driving groups such as Mayo Clinic, Sloan-
Kettering, Cleveland Clinic and other premier institutions in cancer to partner and 
develop clinical validation programs with us.  It is because our technology and 
approach works well, delivers information that’s required to personalize 
treatment.  With the industry in the midst of this paradigm shift, we believe that 
DNA-based cancer diagnosis and treatment is becoming widely adopted among 
clinicians and pathologists around the world, and the use of our tools are going to 
be central to ultimately help physicians better predict outcome, better understand 
patient stratification and drive cost-effective care for their patients. 
 
 I’d like to now open the line for questions. 
 
Operator: Thank you.  As a reminder, if you would like to ask a 
question on today’s call, please press the star, followed by the one, on your 
phone.  If you’d like to withdraw your question, please press star, two.  If you are 
using speaker equipment, please lift the handset before making your selection.  
Once again, star, one, if you have a question.  Just a moment for our first 
question. 
 
 And our first question is from the line of Kevin 
Degeeter with Landenberg.  Please go ahead. 
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Kevin Degeeter: Hey, good morning, Panna.  How are you? 
 
Panna Sharma: Good, Kevin, how are you doing? 
 
Kevin Degeeter: Doing well.  Congratulations, nice results here.  Given 
this is, I guess, kind of your first public earnings conference call, could you just 
kind of walk us through on sort of a top line basis here, which areas of the 
Company, be they R&D or sales and marketing, that, with the recent infusion of 
capital from the IPO, you hope to be able to invest in more aggressively and 
accelerate over the next six to nine months?  And then maybe I have one or two 
quick follow-up questions. 
 
Panna Sharma: Yes, that’s a good question, Kevin.  The initial—the 
proceeds from the IPO are really focused on driving the commercial side of the 
organization.  We’ve got a tremendous portfolio that we’ve launched successfully 
into the market, and the IPO proceeds are—have been squarely focused largely 
on the sales and marketing and clinical validations.  It’s really commercial growth 
at this point.  And so we really project accelerated commercial growth across all 
our business segments now that we closed the IPO in early Q2. 
 
Kevin Degeeter: Okay, great.  So we should think of R&D as sort of 
staying in this, kind of call it half million dollars a quarter kind of range, and the 
operating leverage coming from sales and marketing in incremental sales and 
gross margin uptick? 
 
Panna Sharma: Absolutely.  We project an acceleration in our plan on 
the gross profit as we drive higher capacity and utilization.  And, although we’ll 
constantly be looking at R&D opportunities, we really are much more in the 
commercialization phase.  I don’t expect R&D to change significantly from where 
it’s at today. 
 
Kevin Degeeter: Okay.  And on a very high level, can you kind of help 
us appreciate how product mix will impact gross margin for the Company going 
forward, specifically some of the relationships with pharma, should we think of 
those as being incrementally sort of higher or lower gross margin relative to 
some of the other direct sales, down to more of the community oncology 
pathologist level, the relative gross margin there? 
 
Panna Sharma: Okay, that is great questions.  So we had a couple of 
questions.  I’m going to try to take each one for you.  I think the first question is 
really about—you’re asking an important question, is our SelectOne business 
higher margin?  And that is the case today.  Our SelectOne business with the 
biotech and pharma community is higher margin.  They seem to be a little bit 
more demanding in the type of services and they will pay for those.  So that is a 
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good thing for us, because it’s—you know, we’re one of the few providers for a 
lot of those tests. 
 
 On the other side, though, if we compare, and we 
have done some comparisons now that we’re getting additional uptick in our 
proprietary arrays, we’re beginning to see many payers, and we’ve seen this 
trend especially in the last quarter or so, now that we’re getting routinely paid for 
MatBA, we’re seeing many of the payers such—not the third-party payers, pay 
quite nicely for MatBA, and I think that trend, as it matures and continue will start 
reporting on it.  And they tend to report—sorry, they tend to pay at a higher 
margin than some of the biotechs and pharmas as well. 
 
 So there’s—because of the size of our revenue, 
there’s no—any quarter, any variation, things can swing quite a bit.  But the 
general things to think about that are driving gross profit and driving increase in 
the average price per test are more volume in our proprietary products, a greater 
acceptance by the insurance companies to pay for them now that we’re getting 
more clinical traction and validity, and then third, as the SelectOne business 
becomes an increasing part of our overall volume mix, that tends to also drive it.  
So for the remainder of the year we see those three continuing to drive higher 
margin, and more importantly higher average price per test. 
 
Kevin Degeeter: Okay.  Terrific.  And maybe one just last question 
from me, though, and I’ll jump back in the queue.  Can you remind me, how 
should we think about new product introductions for the remainder of 2013?  I 
know you’ve sort of done some re-acceleration with regard to some of the work 
on the FISH probes, and of that portfolio side of the business, but also continuing 
to move forward with the development of additional new arrays as well.  How 
should we think about the key new product introduction for the remainder of the 
calendar year? 
 
Panna Sharma: We have—Our goal is to try to get a majority of the 
product introductions done during the first part of the year; and we’re well 
positioned to do that.  We’ve launched our diffuse large B-cell lymphoma array.  
We upgraded our chronic lymphocytic leukemia array to the fourth generation of 
the algorithm, which has been fantastic.  We’ve launched our renal cancer array, 
and we are—plan on launching the next array in our blood-borne franchise, the 
MatBA franchise, for mantle cell.  So we expect to make an announcement in 
that category.  We also expect to make another announcement in the urogenital 
category this year, and we also— 
 
 So we have at least two more additional products that 
we think will enter, and that we can give guidance on.  So I think over the next 
couple of months you’ll be hearing about both categories. 
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Kevin Degeeter: Terrific.  Well, I want to congratulate you and the team 
for successfully completing the IPO, and thanks for the update. 
 
Panna Sharma: Thank you, Kevin. 
 
Operator: Thank you.  Our next question is from the line of Ben 
Haynor with Feltl and Company.  Please go ahead. 
 
Ben Haynor: Good morning, Panna.  Good morning, Elizabeth. 
 
Panna Sharma: Hi, Ben, how are you? 
 
Ben Haynor: Good!  So, great overview on the business and 
opportunities you are able to offer.  I was wondering if you could provide any 
color on how the test volumes are coming through here in Q2, any particular 
areas that are exceptionally strong? 
 
Panna Sharma: It’s a good question, yes, so we’ll give you some 
qualitative, that’s a great question.  We’re halfway through the quarter and just 
for giving you some guideposts on this, April was the—First quarter, April was the 
busiest month we have seen in the Company, ever, by a long shot, so.  And that 
trend is continuing in May.  So we have—as we projected, we’ve accelerated the 
growth in the Company post IPO, significantly.  Part of that has been some of the 
investments we have been making in the last six months; part of that is, I think, 
more acceptance of our brand; and part of that is the deal that we announced 
with Gilead.  So all three things hit us, in a great way, in April and they continue 
in May and June.  So we’re very excited right now.  We’ve got probably one of 
the—a pretty spectacular quarter shaping up. 
 
Ben Haynor: Excellent.  Now, on the couple of new—or new 
microarrays you’ve launched here recently for diffuse large B-cell and kidney 
cancer, how has the response been there so far?  Are tests rolling in the door?  
Anything you can comment on there? 
 
Panna Sharma: I think, as you know, the—we expect tests to start 
rolling in the door in a quarter or two; initially after bringing a product out, you 
start the trials with a couple of sites who want to try it out.  Obviously since we 
validated with Sloan-Kettering and the Cleveland Clinic there’s a lot of interest, 
and we have a lot of people now beginning to try both diffuse large B-cell as well 
as Renal.  And we typically expect a quarter or so post introduction or post 
launch, people getting comfortable with the tests, using existing methodologies of 
diagnosis in conjunction with the array, and then beginning to make decisions.  
So I think we expect greater pickup latter half of this quarter and Q3 and Q4. 
 
Ben Haynor: Okay.  That makes sense.  Then a couple more quick 
ones.  You have the Nikon probe distribution partnership announced here 
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recently.  Are there any other potential distributors that you have queued up for 
other geographies or maybe are in negotiations with at the moment? 
 
Panna Sharma: Yes.  We’ve been very active, just to give you and 
everyone a kind of a highlight of how we think about that business.  For me last 
year 2012 was a very important year to get the cost structure of that business in 
a way that we can compete globally.  And it’s a—the DNA Probe business is not 
going to go anywhere long-term, especially in emerging economies.  We had a 
great portfolio of intellectual property and knowledge, thanks to the hard work of 
Doctor Chaganti and his team, but we were not well positioned to drive it 
because of the cost situation.  In 2012 we made major efforts to drive the 
manufacturing cost and increase operational flexibility in that business, and we 
did so without really increasing any of our operating expenses.  So we were—it 
was a major effort to drive that down.  We’re very happy now with both the quality 
and flexibility of our probe manufacturing operation in India, and so now what 
we’re putting in place in 2013 is global distribution with major big players.  So 
we—I can—we’re in discussions with three or four players right now, and I expect 
two of them will cross the finish line; these are both be—major global billion-
dollar type life science tools and distribution companies.  So I expect these to be 
done over the next several months.  But negotiations with some of these players, 
as you know they can take longer sometimes than you’d want.  But this year is 
really to put the global distribution with top tier players in place, and I expect one 
or two more of those in short order.  And then I think significant ramp in 2014 and 
2015. 
 
Ben Haynor: Okay.  Excellent.  And then on Gilead, it sure seems 
like they’re—they like what you guys are doing; it appears that they keep sending 
you additional testing, giving you more.  Do you think there’s even more 
additional work to come out of Gilead down the road?  And then also, does 
seeing the Gilead partnering up with you bring other players in the door, get other 
guys interested in your testing platform? 
 
Panna Sharma: I’ll kind of take each question on there.  As I 
mentioned, we have a lot of work already in the queue, due to the contracts that 
we signed.  Many of them are fairly large international trials.  You know, we are 
under a confidentiality agreement regarding the nature and type of work that we 
do in most of these biotech and pharma relationships, but I can comment 
generally.  The pipeline there is as robust as ever.  We have players from Japan 
and Europe and New Jersey, all over, major biotechs and pharmas that have big 
programs in blood-borne and urogenital cancer, in discussions with us.  So I think 
that’s going to be great exposure for our Company long term.  So the pipeline 
looks fantastic.  Specifically in Gilead, because of the nature of that relationship I 
can’t comment, but we’ve got a lot of work in queue.  And, as in most 
relationships that are positive and productive, we continue to look for 
opportunities to strengthen that relationship through additional work, contracts or 
collaborations. 
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Ben Haynor: Excellent.  That’s all I had. 
 
Panna Sharma: Thanks. 
 
Operator: Thank you.  Our next question is from the line of 
Thomas Pfister with Redchip Companies.  Please go ahead. 
 
Thomas Pfister: Hi, guys, congratulations again on another very good 
quarter here.  My first question has been kind of touched on, both in your 
prepared remarks and the Q&A here, but as it relates to your—the increases in 
your clinical testing backlog, can you kind of give an idea of how big pharma and 
some of these biotechs are looking at using tests such as yours to improve the—I 
guess, the value and the accuracy of their clinical trials?  And exactly how many 
of these companies are really using tests such as these right now?  How do you 
see adoption of that going forward? 
 
Panna Sharma: That’s a good question.  Three years ago, when I 
joined Cancer Genetics, just to give you some perspective, the pharmas were 
still quite unsure, other—with the major exception of Roche, were quite unsure 
about the use of biomarkers to improve patient stratification in trials and for 
companion diagnostic or theranostic purposes.  A lot has changed since then; 
the FDA has come out with regulations.  We’ve had several success stories in 
biomarker-based and active stratification-based trials, so the industry now is 
beginning to shift.  At the same time, we’ve seen tremendous early-stage 
success with groups such as the Celgenes, the Gileads, the Pharmacyclics, the 
ARIAD Pharmas, the Onyxes, all these biotechs, they’ve had tremendous rise in 
the success of their trials, and it’s largely due to much more—much smaller, 
more active, stratified trials.  So it’s a very different approach to approvals.  And 
so, what we’re seeing is that the smaller emerging biotechs are rapidly migrating 
toward this.  And the pharmas are all very very program-by-program specific, 
with the large exceptions of Takeda and Roche, which are trying to absorb it, full 
hog.   
 
 And there—if you look at what analysts project, like 
yourself or others, they think that by 2016, 2017, that the crop of oncology drugs 
coming out into the market will be 65, 70% based on very specific pathways or 
biomarkers.  So the only way then to actually deliver that drug or to write a script 
for it will be to have some type of biomarker-based test.  And so I think labs that 
have the capability to do that, and more importantly companies that have unique 
proprietary technology like ours are going to benefit.  They’re going to see a 
tremendous amount of tailwind in their growth. 
 
Thomas Pfister: Okay, great, good to hear, and then just one more 
question from me here.  So, I saw here in your highlights that you mentioned you 
moved a migration of your manufacturing of your DNA Probe to India.  Could you 
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just give an idea of how you approach—how you would look to identify and find 
how you can make better operational efficiencies in your business going 
forward? 
 
Panna Sharma: Absolutely, it’s a great question.  We take each 
segment of our business and in the probe side it was very clear that to compete 
globally long term, and with a 200 to $300 million market for probes, that cost 
was going to matter tremendously.  So we really are big believers in the “world is 
flat” approach, and so migrating to India was essential. 
 
 The other key thing we needed to do was to improve 
the discipline of our supplier networks, and then to look very opportunistically at 
automation.  We take that same blueprint now and are applying it to other 
segments of our business; again I think I’ve talked a little bit about as we 
increase capacity we will continue investing in automation.  We’ll continue 
investing in cross-training of personnel, which we’ve become very, very good at, 
so that people can wear more than one hat.  And then, most importantly, the 
other key thing that we’re doing, that’s critical to drive costs down, is investing in 
both information technology and improved communications, you know, because 
that really matters, long term. 
 
 I think we’ve got a number of efforts that in the 
second half of this year will bear some tremendous fruit in the gross profit of our 
sample operation and a lot of that does have to do with IT and with leveraging 
kind of this “world is flat” metaphor that we think is going to be very important in 
the genetic analysis and delivery of information for patient care. 
 
Thomas Pfister: Okay, great, good to hear, and that’s all the questions 
I have for today, so just again congratulations on the great quarter here, and it 
sounds like you guys are definitely set up to continue to grow throughout the rest 
of this year and beyond. 
 
Panna Sharma: Thank you. 
 
Operator: Thank you.  Our next question is from the line of Peter 
McDonald with Auriga.  Please go ahead. 
 
Peter McDonald: Hi, guys.  Hi, Panna, just a quick question for you. 
 
Panna Sharma: Hi, Peter, how are you. 
 
Peter McDonald: Pretty good.  A question around uro-gen-kidney.  Can 
you go a little bit more into the specifics on the test, kind of what the potential 
addressable market is, how it fits into the current diagnostic work flow, and kind 
of where you’re pricing it? 
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Panna Sharma: Yes, absolutely, yes, that’s — we can go a lot deeper 
on that.  So I’m going to touch on the highlights, because we can go on a 
whole—I can give a whole (cross talking) dissertation, in fact, it’s—some people 
spent the last ten years on that product, so.  I’ll try to give you a quick summary.   
 
 One of the most challenging things is the right type of 
sub-typing of kidney cancer.  And as you know there are four primary subtypes 
that have been pathologically identified, but genomics gives us more insight into 
that, into the subtypes, and more importantly into which ones are going to be 
aggressive, which ones are going to respond to chemo or to sunitinib.  What 
we’ve done is we’ve identified major problem in patient care, and that is today all 
the major centers are moving from larger biopsies to fine needle aspirates and 
fine needle biopsies, and the fine needle biopsies becomes quite challenging for 
pathologists or others to properly characterize the tumor.  And so as imaging 
becomes more powerful and you see these masses, often types—often through 
imaging or other problems, there’s no way, without actually doing a surgical 
invasion and taking a piece of the kidney out, to assess that. 
 
 The very first thing that our array does is it obviates 
the need for that, and we’ve proven this both with Sloan-Kettering and now with 
Cleveland Clinic.  We can go from a fine needle aspirate and get to, in 100% of 
the cases that we’ve tried so far—and that’s the same mantra we take for all of 
our products, by the way.  We try to get to as high, close to 100%, as possible.  
So that all cases we’ve been able to get to that definitive diagnosis.  So that 
means that in 30, 40% of the cases, that oftentimes they require surgical 
intervention or more workup, that cost is now taken out of the healthcare system.  
And more importantly, that time.  So if it’s a very aggressive kidney cancer 
subtype, if you spend two to four to six weeks trying to figure it out, spending time 
with the clinician, doing extra imaging, scheduling surgery, waiting for the patient 
to recover and then initiating treatment, that is a huge impact on the patient’s life, 
it’s a huge impact on healthcare costs.  We obviate all that.  So today, we’re able 
to go from fine needle aspirate to an answer in less than three days, and it’s an 
answer with genomic certainty.   
 
 Moreover, the next version of the array will look at 
something very compelling that we’re doing now with Sloan-Kettering, and other 
datasets as well, as we’re looking for the genomic signature around sunitinib 
response, and that’s a very important—that’ll be the next version.  It will be a tier 
for the chip, and so that again will be very powerful because, as you know, some 
people respond very well to sunitinib, some people have partial response, some 
people have no response, and trying to understand what the response to first-line 
treatments is absolutely central so that you can make informed decisions about 
how aggressive you might want to go.  You can make informed decisions about 
incorporation into a clinical trial or incorporation of second- or third-line 
treatments. 
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 So to answer your question about the size of the 
market, I’ll give you some guidance on that.  The estimates range anywhere in 
the low end about 56,000 cases in the U.S. in 2012, but I in fact was reading up 
on this last night.  There’s a new dataset that says that there were 64,000 cases 
last year, which seems pretty high.  Sorry, 64,000 cases this year.  So 
somewhere in that range of 60,000 cases per year, with between 13,000 and 
15,000 deaths, so a pretty good death rate for this cancer subtype, because 
some of the types are very, very lethal.  But more importantly, we also are seeing 
a 2 to 3% increase year-over-year because of lifestyle issues largely, not just 
smoking.  Even though smoking is going down, there are a lot of other lifestyle 
issues that are driving the increase in kidney cancer.  And so we’re seeing the 
fundamental increase, and if we’re going to catch it earlier, you’re going to have 
also the added opportunity to monitor for recurrence.   And so once we believe 
the urogenital array is used in these cancer centers like Cleveland Clinic, Sloan-
Kettering, all of our clients, once you have the print, the genomic signature, if the 
person responds very well, you’re going to want that again next year.  You’re 
going to want that again next year, so you can compare, season to season, any 
subtle changes in the genomic variation, so you can capture and stratify that 
patient.  So we think it’s a pretty large opportunity.  We think the reimbursement 
for that array will come in right around what we’re getting for the MatBA®s, which 
for us has been low end, about 1000 to 1200 to high end 5000 to 6000.  As we 
mature as a company that will triangulate, but we think it’s probably in the same 
category as many of these other genomic-based stratification tests, in the kind of 
the 2500 to 3500 range. 
 
 So, it’s a pretty large opportunity; we think we can 
take a major chunk of that. 
 
Peter McDonald: Excellent.  And just a quick question around your 
sales force: how big is it now, and where do you expect to kind of end the year 
with it? 
 
Panna Sharma: That’s a great question.  Again, building on the 
questions asked earlier, I believe, by another, is that the primary use of proceeds 
is to drive the sales force and to drive the investments in sales and marketing.  
We’re at six now, we hope to close the year at 12.  Our plans are to grow another 
two or three each quarter. 
 
Peter McDonald: Okay, great.  Thanks a lot.  That was it for me. 
 
Panna Sharma: Thank you. 
 
Operator: Thank you.  Once again, if you would like to ask a 
question on today’s call, please press the star followed by the one on your 
phone; star one to ask a question.  Our next question is from the line of Tony 
Fong with Genomeweb.  Please go ahead. 
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Tony Fong: Hi, Panna. 
 
Panna Sharma: Hi, Tony, how are you? 
 
Tony Fong: Good, how are you? 
 
Panna Sharma: Good. 
 
Tony Fong: I was just hoping that maybe you can—I know that 
you haven’t made the formal announcement yet, but maybe you can provide a 
little more information about this JV that will—you will be announcing with the 
Mayo Clinic?  Are you looking at developing next-gen sequencing-based assays?  
Or any sort of background you can provide on exactly what the JV is going to be 
focused on. 
 
Panna Sharma: Absolutely, Tony.  We have announced, and this is in 
public domain, that Cancer Genetics and Mayo Clinic have agreed to form a joint 
venture focused on leveraging next-generation sequencing to develop targeted 
approaches for oncology diagnostics.  Other than that, I—it’s probably too early.  
We’re still in discussions about the type of project, about some of the structural 
elements, but we expect in very short order.  We’re actively working right now 
with members of the scientific review committee on both sides to select the 
projects. 
 
 One of the reasons, though, that we both decided to 
work together on this is that we felt we needed a really global high-quality clinical 
partner, someone that can move the needle in practice.  Because, as you 
probably know from your own coverage in this category, it’s great to have great 
technology, but unless you do two fundamental things it’s hard to drive 
commercial success.  One, you have to change the paradigm of clinician 
adoption, and having a name like Mayo allows us to do that.  And number two, 
you have to have an ability to, once a product is launched, continue to invest in 
the ongoing improvements in the algorithm and the patient modeling and the 
clinical data.  And so it’s— we think next-gen sequencing is definitely several 
years away, but as a mainstream application oncology, but we’ll be—we’re very 
excited about it, we think it gives our shareholders a tremendous amount of 
upside.  It’s where we will focus the majority of our research efforts and research 
expansion is in the JV. 
 
Tony Fong: Okay.  And you are forming a separate company that 
will be doing this? 
 
(Cross talking) 
 



19 
  

Panna Sharma: The affiliation agreement that is out there, it—yes, it’ll 
be a separate newco.  We’ll be announcing the newco’s name and focus and all 
that in pretty short order.  And it’s 50:50 ownership, right down the middle, 
between both our entities. 
 
Tony Fong: When can we expect this uptick? 
 
Panna Sharma: We expect to announce more details this quarter, in 
Q2. 
 
Tony Fong: Okay.  All right.  Thanks. 
 
Panna Sharma: Thank you, Tony. 
 
Operator: Thank you.  Our next question is from the line of 
Bobba Venkatadri from Ventureast.  Please go ahead. 
 
Bobba Venkatadri: Hey, Elizabeth and Panna, this is Bobba, good 
morning.  First of all I want— 
 
Elizabeth Czerepak: How are you? 
 
Bobba Venkatadri: Wonderful.  I want to congratulate both of you, being 
able to close the IPO under very difficult scenario.  And more importantly, be able 
to grow the company, in spite of all the problems with working capital that you 
had, that speaks to the strengths of the technology and the management. 
 
 Just a couple of quick questions.  The first question is 
what is your guidance about the revenues and the earnings for the full year over 
this year, and then if you would look down the road 2015, ’16, what percentage of 
your revenues would come from outside of U.S. versus the U.S.? 
 
Panna Sharma: Good questions.  Right now, our quarters are growing 
quite nicely, as you say—and as you saw we had some acceleration in the top 
line, even under—pre-IPO.  We are not giving any guidance for the full year, in 
terms of revenue.  We do have plans, obviously, to grow at an accelerated pace 
versus what we’ve grown at historically.  So I think that we’re kind of—that’s kind 
of where we’re at.  It’s hard for us as a small company to really give guidance 
that’ll be meaningful, because any one or two changes in the business can alter it 
a lot.  But your other question, about international exposure, longer term, as I 
mentioned in our five key areas of strategic focus, we do expect to increase our 
international exposure, both through our DNA Probe business which is growing 
outside the U.S., but also through our partnerships.  Like I said, 8% of our 
revenue in 2012, full-year 8 or 9% roughly, Elizabeth, is that right? 
 
Elizabeth Czerepak: Yes. 
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Panna Sharma: …came from outside the U.S.  We expect that to 
continue, both in terms of percentage but also in terms of total dollars.  So I think 
by 2015 or 2016, we don’t have a target percentage rate but we do know it’ll 
probably continue growing at a pretty fast pace, because initially, again, when I 
got here it was zero; it’s 8% today, and some of the biggest new clients that are 
coming on board happen to be international.   
 
 So again, I can’t predict what month we’ll start, what 
month we’ll sign, but if you fast-forward the major trends of the business, we 
expect a double-digit or higher exposure to the emerging economies. 
 
Bobba Venkatadri: Okay, thanks.  That’s perfect answer.  I understand 
the difficulties in giving guidance for the Company in a company like yours.   
 
 On the comparative landscape, are there any 
competitive threats to you in the near term, either from a technology point of view 
or the commercial point of view from the couple of other companies that are in 
the same space? 
 
Panna Sharma: I think it’s a fast-moving field, there’s a lot of noise.  I 
think technologically we’re constantly looking at the—how can we make the 
arrays more cost-effective, and can there be a way to interim?  So we’re pretty 
much on top of the potential for cost-based disruption.   
 
 In terms of technology-based disruption, I think we’ve 
addressed it very well.  We’ve mitigated our risk by forming a joint venture with 
Mayo, in next-gen sequencing which is something that we think could happen in 
three or five years but potentially could happen earlier, but it’s unlikely given the 
complexity of these diseases.  So we’re looking constantly at those things, from a 
technology perspective.   
 
 In terms of commercial perspective, I can address 
some of those, because those are a little bit harder to predict.  I think no one 
would have predicted that Medicare wouldn’t pay anyone in Q1, or that all the 
issues in CMS and reimbursement would have caused the kind of turmoil.  So I 
think the bigger issue is going to be ensuring as—and again, we put it as one of 
our key strategic efforts, is to make sure we’re in front of the curve around having 
strong relationships and proof points with payers and with healthcare cost 
organizations.  That’s an area that I think that our whole category needs to invest 
more and more heavily in, and we’ve begun doing that, and I think we’ll have 
some very good benefits as a result.  We’ll be announcing some of those 
partnerships and agreements in short order.  I think that’ll put us in the front of 
this migration toward accountable care and toward capitated spending. 
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Bobba Venkatadri: Thanks much, Panna and Elizabeth, and I wish you 
guys the best of luck, and I’m sure you’ll do great things in the coming quarters 
and years.  Thank you. 
 
Elizabeth Czerepak: Thank you, Bobba. 
 
Bobba Venkatadri: Okay. 
 
Jon Cunningham: Panna, we are not have—we don’t have any further 
questions.  If you would like to give us—the listeners some of your closing 
remarks. 
 
Panna Sharma: Absolutely.  So thank you guys for that great set of 
questions.  I enjoyed—these are very good questions, and again, thank you for 
joining us in the call; we’ve had a—what we feel is a great quarter to start us off 
for the remainder of the year and we expect continued commercial success and 
continued launches.  So, with that, thank you for joining the call and I look 
forward to interacting with more of you. 
 
Jon Cunningham: Thank you, Panna. 
 
Operator: Ladies and gentlemen, this does conclude the Cancer 
Genetics Incorporated’s First Quarter Fiscal 2013 Earnings Conference Call.  
Thank you for your participation.  You may now disconnect. 


