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PARTI

FORWARD-LOOKING STATEMENTS

This Form 10-KSB contains “forward-looking statements” relating to NeoGenomics, Inc., a Nevada corporation
(referred to individually as the “Parent Company” or collectively with all of its subsidiaries as “NeoGenomics” or the
“Company” in this Form 10-KSB), which represent the Company’s current expectations or beliefs including, but not
limited to, statements concerning the Company’s operations, performance, financial condition and growth. For this
purpose, any statements contained in this Form 10-KSB that are not statements of historical fact are forward-looking
statements. Without limiting the generality of the foregoing, words such as “may”, “anticipation”, “intend”, “could”, “estimate
or “continue” or the negative or other comparable terminology are intended to identify forward-looking statements.
These statements by their nature involve substantial risks and uncertainties, such as credit losses, dependence on
management and key personnel, variability of quarterly results, and the ability of the Company to continue its growth
strategy and competition, certain of which are beyond the Company’s control. Should one or more of these risks or
uncertainties materialize or should the underlying assumptions prove incorrect, actual outcomes and results could
differ materially from those indicated in the forward-looking statements.

Any forward-looking statement speaks only as of the date on which such statement is made, and the Company
undertakes no obligation to update any forward-looking statement or statements to reflect events or circumstances
after the date on which such statement is made or to reflect the occurrence of unanticipated events. New factors
emerge from time to time and it is not possible for management to predict all of such factors, nor can it assess the
impact of each such factor on the business or the extent to which any factor, or combination of factors, may cause
actual results to differ materially from those contained in any forward-looking statements.
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ITEM 1. DESCRIPTION OF BUSINESS

NeoGenomics, Inc., a Nevada corporation (referred to individually as the “Parent Company” or collectively with all of
its subsidiaries as “NeoGenomics” or the “Company” in this Form 10-KSB) is the registrant for SEC reporting
purposes. Our common stock is listed on the NASDAQ Over-The-Counter Bulletin Board (the “OTCBB”) under the
symbol “NGNM.”

NeoGenomics operates a network of cancer-focused testing laboratories. The Company’s growing network of
laboratories currently offers the following types of testing services to pathologists, oncologists, urologists, hospitals,
and other laboratories throughout the United States:

a) cytogenetics testing, which analyzes human chromosomes;
b) Fluorescence In-Situ Hybridization (FISH) testing, which analyzes abnormalities at the chromosomal and gene
levels;
c) flow cytometry testing, which analyzes gene expression of specific markers inside cells and on cell surfaces; and
d) molecular testing which involves analysis of DNA and RNA to diagnose and predict the clinical significance of
various genetic sequence disorders.

All of these testing services are widely utilized in the diagnosis and prognosis of various types of cancer.

The medical testing laboratory market can be broken down into three primary segments:

. clinical lab testing,
. anatomic pathology testing, and
. genetic and molecular testing.

Clinical laboratories are typically engaged in high volume, highly automated, lower complexity tests on easily
procured specimens such as blood and urine. Clinical lab tests often involve testing of a less urgent nature, for
example, cholesterol testing and testing associated with routine physical exams.

Anatomic pathology (“AP”) testing involves evaluation of tissue, as in surgical pathology, or cells as in
cytopathology. The most widely performed AP procedures include the preparation and interpretation of pap smears,
skin biopsies, and tissue biopsies.

Genetic and molecular testing typically involves analyzing chromosomes, genes or base pairs of DNA or RNA for
abnormalities. New tests are being developed at an accelerated pace, thus this market niche continues to expand
rapidly. Genetic and molecular testing requires highly specialized equipment and credentialed individuals (typically
MD or PhD level) to certify results and typically yields the highest average revenue per test of the three market
segments. The estimated size of this market is $4-5 Billion and growing at an annual rate of greater than 25%.

NeoGenomics’, primary focus is to provide high complexity laboratory testing for the community-based pathology and
oncology marketplace. Within these key market segments, we currently provide our services to pathologists and
oncologists in the United States that perform bone marrow and/or peripheral blood sampling for the diagnosis of blood
and lymphoid tumors (leukemias and lymphomas) and archival tissue referral for analysis of solid tumors such as
breast cancer. A secondary strategic focus targets community-based urologists due to the availability of UroVysion®,
a FISH-based test for the initial diagnosis of bladder cancer and early detection of recurrent disease. We focus on
community-based practitioners for two reasons: First, academic pathologists and associated clinicians tend to have
their testing needs met within the confines of their university affiliation. Secondly, most of the cancer care in the
United States is administered by community based practitioners, not in academic centers, due to ease of local
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access. Moreover, within the community-based pathologist segment it is not our intent to willingly compete with our
customers for testing services that they may seek to perform themselves. Fee-for-service pathologists for example,
derive a significant portion of their annual revenue from the interpretation of biopsy specimens. Unlike other larger
laboratories, which strive to perform 100% of such testing services themselves, we do not compete with our customers
for such specimens. Rather, our high complexity cancer testing focus is a natural extension of and complementary to
many of the services that our community-based customers often perform within their own practices. As such, we
believe our relationship as a non-competitive consultant, empowers these physicians to expand their testing breadth
and provide a menu of services that matches or exceeds the level of service found in academic centers of excellence
around the country.
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We continue to make progress growing our testing volumes and revenue beyond our historically focused effort in
Florida due to our expanding field sales footprint. As of March 15, 2008, NeoGenomics’ sales and marketing
organization totaled 16 individuals, and we have received business from 24 states throughout the country. Recent, key
hires included various territory business managers (sales representatives) in the Northeastern, Southeastern, and
Western states. We intend to continue to add additional sales and marketing personnel throughout FY 2008. As more
sales representatives are added, we believe that the base of our business outside of Florida will continue to grow and
ultimately eclipse that which is generated within the state.

We are successfully competing in the marketplace based on the quality and comprehensiveness of our test results, and
our innovative flexible levels of service, industry-leading turn-around times, regionalization of laboratory operations
and ability to provide after-test support to those physicians requesting consultation.

2007 saw the refinement of our industry leading NeoFISHTM technical component-only FISH service offering. Upon
the suggestion of our installed customer base, we made numerous usability and technical enhancements throughout
last year. The result has been a product line for NeoGenomics that continues to resonate very well with our client
pathologists. Utilizing NeoFISHTM, such clients are empowered to extend the outreach efforts of their practices and
exert a high level of sign out control over their referral work in a manner that was previously unobtainable.

NeoFLOWTM tech-only flow cytometry was launched as a companion service to NeoFISHTM in late 2007. While
not a first to market product line for NeoGenomics, the significant breadth of the service offering together with high
usability scores from early customers indicate NeoFLOWTM will be a key growth driver in 2008. Moreover, the
combination of NeoFLOWTM and NeoFISHTM serves to strengthen the market differentiation of each product line
for NeoGenomics and allows us to compete more favorably against larger, more entrenched competitors in our testing
niche.

At the risk of becoming known solely as a technical component-only laboratory, we increased our professional level
staffing for global requisitions requiring interpretation in 2007. We currently employ two full-time MDs as our
medical directors and pathologists, two PhDs as our scientific directors and cytogeneticists, and two part-time MDs
acting as consultants and backup pathologists for case sign out purposes. We have plans to hire several more
hematopathologists in 2008 as our product mix continues to expand beyond tech-only services and more sales
emphasis is focused on our ability to issue consolidated reporting with case interpretation under our Genetic
Pathology Solutions (GPSTM) product line.

4
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We believe NeoGenomics average 3-5 day turn-around time for our cytogenetics services continues to remain an
industry-leading benchmark for national laboratories. The timeliness of results continues to increase the usage
patterns of cytogenetics and act as a driver for other add-on testing requests by our referring physicians. Based on
anecdotal information, we believe that typical cytogenetics labs have 7-14 day turn-around times on average with
some labs running as high as 21 days. Traditionally, longer turn-around times for cytogenetics tests have resulted in
fewer FISH and other molecular tests being ordered since there is an increased chance that the test results will not be
returned within an acceptable diagnostic window when other adjunctive diagnostic test results are available. We
believe our turn-around times result in our referring physicians requesting more of our testing services in order to
augment or confirm other diagnostic tests, thereby giving us a significant competitive advantage in marketing our
services against those of other competing laboratories.

In 2007 we continued an aggressive campaign to regionalize our laboratory operations around the country to be closer
to our customers. High complexity laboratories within the cancer testing niche have frequently operated a core
facility on one or both coasts to service the needs of their customers around the country. Informal surveys of
customers and prospects uncovered a desire to do business with a laboratory with national breadth but with a more
local presence. In such a scenario, specimen integrity, turnaround-time of results, client service support, and
interaction with our medical staff are all enhanced. In 2007, NeoGenomics’ three laboratory locations in Fort Myers,
FL; Irvine, CA; and Nashville TN each received the appropriate state, Clinical Laboratory Improvement Amendments
(CLIA), and College of American Pathologists (CAP) licenses and accreditations are now receiving specimens. As
situations dictate and opportunities arise, we will continue to develop and open new laboratories, seamlessly linked
together by our optimized Laboratory Information System (LIS), to better meet the regionalized needs of our
customers.

2007 also brought much progress in the NeoGenomics Contract Research Organization (“CRO”) division based at our
Irvine, CA facility. This division was created to take advantage of our core competencies in genetic and molecular
high complexity testing and act as a vehicle to compete for research projects and clinical trial support contracts in the
biotechnology and pharmaceutical industries. The CRO division will also act as a development conduit for the
validation of new tests which can then be transferred to our clinical laboratories and be offered to our clients. We
envision the CRO as a way to infuse some intellectual property into the mix of our services and in time create a more
“vertically integrated” laboratory that can potentially offer additional clinical services of a more proprietary nature.

2007 brought the first revenue to NeoGenomics’ CRO division. Traditionally, the initial revenue stream is rather small
due to the size of contracts closed and this was the case for NeoGenomics’ CRO last year. As pharmaceutical and
biotechnology clients increase their commitment to lead drugs in development the size and scope of the projects
outsourced to their CRO partners increases in tandem, and that is what we expect to occur in 2008.

As NeoGenomics grows, we anticipate offering additional tests that broaden our focus from genetic and molecular
testing to more traditional types of anatomic pathology testing (i.e. immunohistochemistry) that are complementary to
our current test offerings. At no time do we expect to intentionally compete with fee-for-service pathologists for
services of this type and Company sales efforts will operate under a strict “right of first refusal” philosophy that supports
rather than undercuts the practice of community-based pathology. We believe that by adding additional types of tests

to our product offering we will be able to capture increases in our testing volumes through our existing customer base

as well as more easily attract new customers via the ability to package our testing services more appropriately to the
needs of the market.

5
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The above market strategy continues to bear fruit for the Company, resulting in strong year over year growth of 78%
in FY 2007 versus FY 2006. Our average revenue/requisition FY 2006 was approximately $677/requisition. FY 2007
saw a slight erosion of average tests per requisition due to the overwhelming success of our UroVysion (bladder
cancer) product line, which tends to be a singly ordered test request. New sales hires and a new focus on global
workups with interpretation and our integrated GPS product line should allow us to increase our average revenue per
customer requisition in 2008.

% Inc
FY 2007 FY 2006 (Dec)
Customer Requisitions Rec’d (Cases) 16,385 9,563 71.3%
Number of Tests Performed 20,998 12,838 63.6%
Average Number of Tests/Requisition 1.28 1.34 (4.5)%
Total Testing Revenue $11,504,725 $ 6,475,996 77.7%
Average Revenue/Requisition 702.15 $  677.19 3.7%
Average Revenue/Test 54790 $ 504.44 8.6%

We believe this bundled approach to testing represents a clinically sound practice that is medically valid. Within the
subspecialty field of hematopathology, such a bundled approach to the diagnosis and prognosis of blood and lymph
node diseases has become the standard of care throughout the country. In addition, as the average number of tests
performed per requisition increases, we believe this should drive large increases in our revenue and afford the
Company significant synergies and efficiencies in our operations and sales and marketing activities.

Business of NeoGenomics
Services

We currently offer four primary types of testing services: cytogenetics, flow cytometry, FISH testing and molecular
testing.

Cytogenetics Testing. Cytogenetics testing involves analyzing chromosomes taken from the nucleus of cells and
looking for abnormalities in a process called karyotyping. A karyotype evaluates the entire 46 human chromosomes
by number and banding patterns to identify abnormalities associated with disease. In cytogenetics testing, we
typically analyze chromosomes from 20 different cells. Examples of cytogenetics testing at NeoGenomics include
bone marrow aspirate or peripheral blood analysis to diagnose various types of leukemias and lymphomas.

Cytogenetics testing by large national reference laboratories and other competitors has historically taken anywhere
from 7-14 days on average to obtain a complete diagnostic report. We believe that as a result of this timeframe, many
practitioners have refrained to some degree from ordering such tests because the results traditionally were not returned
within an acceptable diagnostic window. NeoGenomics has designed our laboratory operations in order to complete
cytogenetics tests for most types of biological samples, produce a final diagnostic report and make it available via fax
or online viewing within 3-5 days. We have consistently delivered these turnaround times over the last three years
without taking shortcuts that can undermine the quality of the delivered result. These turnaround times are among the
best in the industry and we believe that more physicians are incorporating cytogenetics testing into their diagnostic
regimens, thus affording NeoGenomics the opportunity to drive the incremental growth of our business via this
product line for the foreseeable future.

6
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Flow Cytometry Testing. Flow cytometry testing analyzes clusters of differentiation on cell surfaces. Gene
expression of many cancers creates protein-based clusters of differentiation on the cell surfaces that can then be traced
back to a specific lineage or type of cancer. Flow cytometry is a method of separating liquid specimens or
disaggregated tissue into different constituent cell populations. This methodology is used to determine which of these
cell types is abnormal in a patient specific manner. Flow cytometry is important in developing an accurate diagnosis,
defining the patient’s prognosis, and clarifying what treatment options may be optimal. Flow cytometry testing is
performed using sophisticated lasers and will typically analyze over 100,000 individual cells in an automated

fashion. Flow cytometry testing is highly complementary with cytogenetics and the combination of these two testing
methodologies allows the results from one test to complement the findings of the other methodology, which can lead
to a more accurate snapshot of a patient’s disease state.

FISH Testing. As an adjunct to traditional chromosome analysis, we offer Fluorescence In Situ Hybridization (FISH)
testing to extend our capabilities beyond routine cytogenetics. FISH testing permits identification of the most
frequently occurring numerical chromosomal abnormalities in a rapid manner by looking at centromeres or specific
genes that are implicated in cancer. During the past 5 years, FISH testing has demonstrated its considerable
diagnostic potential. The development of molecular probes by using DNA sequences of differing sizes, complexity,
and specificity, coupled with technological enhancements (direct labeling, multicolor probes, computerized signal
amplification, and image analysis) make FISH a powerful and diagnostic and prognostic tool.

Molecular Testing. Molecular testing primarily involves the analysis of DNA to diagnose DNA & RNA abnormalities
in liquid and solid tumors. There are approximately 1.0 — 2.0 million base pairs of DNA in each of the estimated
20,000 genes located across the 46 chromosomes in the nucleus of every cell. Molecular testing allows us to look for
variations in this DNA that are associated with specific types of diseases. Today there are molecular tests for about
500 genetic diseases. However, the majority of these tests remain available under the limited research use only
designation and are only offered on a restricted basis to family members of someone who has been diagnosed with a
genetic condition. About 50 molecular tests are now available for the diagnosis, prognosis or monitoring of various
types of cancers and physicians are becoming more comfortable ordering such adjunctive tests. We currently provide
these tests on an outsourced basis. We anticipate in the near future performing some of the more popular tests within
our facilities as the number of requests continues to increase. Although reimbursement rates for these new molecular
tests still need to improve, we believe that molecular testing is an important and growing market segment with many
new diagnostic tests being developed every year. We are committed to providing the latest and most accurate testing
to clients and we will invest accordingly when market demand warrants.

7
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Distribution Methods

The Company currently performs testing services at each of its’ three main clinical laboratory locations: Fort Myers,
FL, Nashville, TN and Irvine, CA, and then produces a report for the requesting physician. The Company currently
out sources all of its molecular testing to third parties, but expects to validate some of this testing in-house in FY 2008
and offer it to customers to best meet client demand.

Competition

We are engaged in segments of the medical testing laboratory industry that are highly competitive. Competitive
factors in the genetic and molecular testing business generally include reputation of the laboratory, range of services
offered, pricing, convenience of sample collection and pick-up, quality of analysis and reporting and timeliness of
delivery of completed reports.

Our competitors in the United States are numerous and include major medical testing laboratories and biotechnology
research companies. Many of these competitors have greater financial resources and production capabilities. These
companies may succeed in developing service offerings that are more effective than any that we have or may develop
and may also prove to be more successful than we are in marketing such services. In addition, technological advances
or different approaches developed by one or more of our competitors may render our products obsolete, less effective
or uneconomical.

We estimate that the United States market for genetics and molecular testing is divided among approximately 300
laboratories. However, approximately 80% of these laboratories are attached to academic institutions and only provide
clinical services to their affiliate university hospitals. We further believe that less than 20 laboratories market their
services nationally. We believe that the industry as a whole is still quite fragmented, with the top 20 laboratories
accounting for approximately 50% of market revenues.

We intend to continue to gain market share by offering industry leading turnaround times, a broad service menu,
high-quality test reports, and enhanced post-test consultation services. In addition, we have a fully integrated and
interactive internet-enabled Laboratory Information System that enables us to report real time results to customers in a
secure environment.

Suppliers

The Company orders its laboratory and research supplies from large national laboratory supply companies such as
Fisher Scientific, Inc., Invitrogen and Beckman Coulter and does not believe any disruption from any one of these
suppliers would have a material effect on its business. The Company orders the majority of its FISH probes from
Abbott Laboratories and as a result of their dominance of that marketplace and the absence of any competitive
alternatives, if they were to have a disruption and not have inventory available it could have a material effect on our
business. This risk cannot be completely offset due to the fact that Abbott Laboratories has patent protection which
limits other vendors from supplying these probes.

Dependence on Major Customers

We currently market our services to pathologists, oncologists, urologists, hospitals and other clinical

laboratories. During 2007, we performed 20,998 individual tests. Ongoing sales efforts have decreased dependence
on any given source of revenue. Notwithstanding this fact, several key customers still account for a disproportionately
large case volume and revenues. Accordingly, for the year ended December 31, 2007, one customer accounted for
25% of total revenue and all others were less than 10% of total revenue individually. During the year ended
December 31, 2006, three customers accounted for 26%, 18% and 17% of total revenue, respectively. In the event

10
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that we lost one of these customers, we would potentially lose a significant percentage of our revenues. For the year
ended December 31, 2007, Medicare and one commercial insurance provider accounted for 44% and 10% of the
Company’s total accounts receivable balance, respectively.

8
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Trademarks
The “NeoGenomics” name and logo has been trademarked with the United States Patent and Trademark Office.
Number of Employees

As of December 31, 2007, we had 92 full-time employees. In addition, our Acting Principal Financial Officer and two
pathologists serve as consultants to the Company on a part-time basis. On December 31, 2006, we had 48 employees.
Our employees are not represented by any union and we believe our employee relations are good.

Government Regulation

Our business is subject to government regulation at the federal, state and local levels, some of which regulations are
described under "Clinical Laboratory Operations," "Anti-Fraud and Abuse Laws," “The False Claims Act,”
"Confidentiality of Health Information," and "Food and Drug Administration" below.

Clinical Laboratory Operations
Licensure and Accreditation

The Company operates clinical laboratories in Fort Myers, FL, Nashville, TN, and Irvine, CA. All locations have
obtained CLIA licensure under the federal Medicare program, the Clinical Laboratories Improvement Act of 1967 and
the Clinical Laboratory Amendments of 1988 (collectively “CLIA ‘88”) as well as state licensure as required in FL, TN,
and CA. CLIA ‘88 provides for the regulation of clinical laboratories by the U.S. Department of Health and Human
Services (“HHS”). Regulations promulgated under the federal Medicare guidelines, CLIA ’88 and the clinical laboratory
licensure laws of the various states affect our testing laboratories. All locations are also accredited by the College of
American Pathologists and actively participate in CAP’s proficiency testing programs and educational challenges for

all tests offered by the Company. Proficiency testing programs involve actual testing of specimens that have been
prepared by an entity running an approved program for testing by a clinical laboratory.

The federal and state certification and licensure programs establish standards for the operation of clinical laboratories,
including, but not limited to, personnel and quality control. Compliance with such standards is verified by periodic
inspections by inspectors employed by federal or state regulatory agencies as well as routine internal inspections
conducted by the Company’s Quality Assurance team which is comprised of representatives of all departments of the
Company.

Quality of Care

The quality of care provided by the Company to its customers is of paramount importance to the Company and a
distinct differentiator from many of our competitors. As such, all employees are committed to providing accurate,
reliable, and consistent services at all times. Any concerns regarding the quality of testing or services provided by the
Company are immediately communicated to Company management and if necessary, the Compliance Department, or
Human Resources Department. All employees are responsible for the Company’s commitment to quality and
immediately communicating activities that do not support quality.

9
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Compliance Program

The healthcare industry is one of the most highly regulated industries with respect to federal and state oversight of
Fraud, Waste, and Abuse. As such the Company has implemented a Compliance Program that is overseen by the
senior management of the Company (collectively the “Compliance Committee”) to assure compliance with the vast
regulations and governmental guidance. Our program consists of training / education of the employees and monitoring
/ audits of Company practices. The Company actively discusses with the Board of Directors any Compliance related
findings as well as any Compliance related issues that may have material effect on the Company.

Hotline

The Company provides a Hotline for employees who wish to anonymously or confidentially report suspected
violations of our codes of conduct, policies/procedures, or laws and regulations. Employees are strongly encouraged
to report any suspected violation if they do not feel the problem can be appropriately addressed through the normal
chain of command. The Hotline does not replace other resources available to Employees, including supervisors,
managers and human resources staff, but is an alternate channel available 24 hours a day, 365 days a year. The
Company does not allow any retaliation against an employee who reports a compliance related issue in good faith.

Anti-Fraud and Abuse Laws

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 and anatomic laboratories, and their
referral sources, including physicians, hospitals and other laboratories. One provision of these laws, known as the
"anti-kickback law," contains extremely broad proscriptions. Violation of this provision may result in criminal
penalties, exclusion from participation in Medicare and Medicaid programs, and significant civil monetary penalties.

In January 1990, following a study of pricing practices in the clinical laboratory industry, the Office of the Inspector
General ("OIG") of HHS issued a report addressing how these pricing practices relate to Medicare and Medicaid. The
OIG reviewed the industry's use of one fee schedule for physicians and other professional accounts and another fee
schedule for patients/third-party payers, including Medicare, in billing for testing services, and focused specifically on
the pricing differential when profiles (or established groups of tests) are ordered.

Existing federal law authorizes the Secretary of HHS to exclude providers from participation in the Medicare and
Medicaid programs if they charge state Medicaid programs or Medicare fees "substantially in excess" of their "usual
and customary charges." On September 2, 1998, the OIG issued a final rule in which it indicated that this provision
has limited applicability to services for which Medicare pays under a Prospective Payment System or a fee schedule,
such as anatomic pathology services and clinical laboratory services. In several Advisory Opinions, the OIG has
provided additional guidance regarding the possible application of this law, as well as the applicability of the
anti-kickback laws to pricing arrangements. The OIG concluded in a 1999 Advisory Opinion that an arrangement
under which a laboratory offered substantial discounts to physicians for laboratory tests billed directly to the
physicians could potentially trigger the "substantially in excess" provision and might violate the anti-kickback law,
because the discounts could be viewed as being provided to the physician in exchange for the physician's referral to
the laboratory of non-discounted Medicare business, unless the discounts could otherwise be justified. The Medicaid
laws in some states also have prohibitions related to discriminatory pricing.

10
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Under another federal law, known as the "Stark" law or "self-referral prohibition," physicians who have an investment
or compensation relationship with an entity furnishing clinical laboratory services (including anatomic pathology and
clinical chemistry services) may not, subject to certain exceptions, refer clinical laboratory testing for Medicare
patients to that entity. Similarly, laboratories may not bill Medicare or Medicaid or any other party for services
furnished pursuant to a prohibited referral. Violation of these provisions may result in disallowance of Medicare and
Medicaid claims for the affected testing services, as well as the imposition of civil monetary penalties and application
of False Claims submissions penalties. Some states also have laws similar to the Stark law.

The False Claims Act

The Civil False Claims Act pertains to any federally funded program and defines “Fraudulent” as: knowingly
submitting a false claim, i.e. actual knowledge of the falsity of the claim, reckless disregard or deliberate ignorance of
the falsity of the claim. These are the claims to which criminal penalties are applied. Penalties include permissive
exclusion in federally funded programs by Center for Medicare Services (“CMS”) as well as $11,500 plus treble
damages per false claim submitted, and can include imprisonment. High risk areas include but are not limited to
accurate use and selection of CPT codes, ICD-9 codes provided by the ordering physician, billing calculations,
performance and billing of reported testing, use of reflex testing, and accuracy of charges at fair market value.

We will seek to structure our arrangements with physicians and other customers to be in compliance with the
Anti-Kickback Statute, Stark Law, State laws, and the Civil False Claims Act 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 could become subject
to scrutiny there under.

In February 1997 (as revised in August 1998), the OIG released a model compliance plan for laboratories that
is based largely on corporate integrity agreements negotiated with laboratories that had settled enforcement action
brought by the federal government related to allegations of submitting false claims. We believe that we comply with
the aspects of the model plan that we deem appropriate to the conduct of our business.

Confidentiality of Health Information

The Health Insurance Portability and Accountability Act of 1996 ("HIPAA") contains provisions that affect the
handling of claims and other patient information that are, or have been used or disclosed by healthcare providers.
These provisions, which address security and confidentiality of PHI (Protected Health Information or “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. Rules implementing
various aspects of HIPAA are continuing to be developed. The HIPAA Rules include the following components which
have already been implemented at our locations and industry wide: The Privacy Rule which granted patients rights
regarding their information also pertains to the proper uses and disclosures of PHI by healthcare providers in written
and verbal formats required implementation no later than April 14, 2003 for all covered entities except small health
plans which had another year for implementation. The Electronic Health Care Transactions and Code Sets Standards
which established standard data content and formats for submitting electronic claims and other administrative
healthcare transactions required implementation no later than October 16, 2003 for all covered entities. On April 20,
2005, CMS required compliance with the Security Standards which established standards for electronic uses and
disclosures of PHI for all covered entities except small health plans who had an additional year to meet compliance.
Currently, the industry, including all of our locations, is working to comply with the National Provider Identification
number to replace all previously issued provider (organizational and individual) identification numbers. This number
is being issued by CMS and must be used on all covered transactions no later than May 23, 2007 by all covered
entities except small health plans which have an additional year to meet compliance with this rule.

11
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In addition to the HIPAA rules described above, we are subject to state laws regarding the handling and disclosure of
patient records and patient health information. These laws vary widely, and many states are passing new laws in this
area. Penalties for violation include sanctions against a laboratory's licensure as well as civil or criminal penalties. We
believe we are in compliance with current state law regarding the confidentiality of health information and continue to
keep abreast of new or changing state laws as they become available.

Risk Factors

We are subject to various risks that may materially harm our business, financial condition and results of operations.
An investor should carefully consider the risks and uncertainties described below and the other information in this
filing before deciding to purchase our common stock. If any of these risks or uncertainties actually occurs, our
business, financial condition or operating results could be materially harmed. In that case, the trading price of our
common stock could decline or we may be forced to cease operations.

We Have A Limited Operating History Upon Which You Can Evaluate Our Business

The Company commenced revenue operations in 2002 and is just beginning to generate meaningful
revenue. Accordingly, the Company has a limited operating history upon which an evaluation of the Company and its
prospects can be based. The Company and its prospects must be considered in light of the risks, expenses and
difficulties frequently encountered by companies in the rapidly evolving market for healthcare and medical laboratory
services. To address these risks, the Company must, among other things, respond to competitive developments,
attract, retain and motivate qualified personnel, implement and successfully execute its sales strategy, develop and
market additional services, and upgrade its technological and physical infrastructure in order to scale its
revenues. The Company may not be successful in addressing such risks. The limited operating history of the
Company makes the prediction of future results of operations difficult or impossible.

12
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We May Not Be Able To Implement The Company’s Business Strategies Which Could Impair Our Ability To
Continue Operations

Implementation of the Company’s business strategies will depend in large part on the Company’s ability to (i)
attract and maintain a significant number of customers; (ii) effectively provide acceptable products and services to the
Company’s customers; (iii) obtain adequate financing on favorable terms to fund the Company’s business strategies;
(iv) maintain appropriate procedures, policies, and systems; (v) hire, train, and retain skilled employees; (vi) continue
to operate with increasing competition in the medical laboratory industry; (vii) establish, develop and maintain name
recognition; and (viii) establish and maintain beneficial relationships with third-party insurance providers and other
third party payers. The Company’s inability to obtain or maintain any or all these factors could impair its ability to
implement its business strategies successfully, which could have material adverse effects on its results of operations
and financial condition.

We May Be Unsuccessful In Managing Our Growth Which Could Prevent The Company From Becoming Profitable

The Company’s recent growth has placed, and is expected to continue to place, a significant strain on its
managerial, operational and financial resources. To manage its potential growth, the Company must continue to
implement and improve its operational and financial systems and to expand, train and manage its employee base. The
Company may not be able to effectively manage the expansion of its operations and the Company’s systems,
procedures or controls may not be adequate to support the Company’s operations. The Company’s management may
not be able to achieve the rapid execution necessary to fully exploit the market opportunity for the Company’s products
and services. Any inability to manage growth could have a material adverse effect on the Company’s business, results
of operations, potential profitability and financial condition.

Part of the Company’s business strategy may be to acquire assets or other companies that will complement the
Company’s existing business. The Company is unable to predict whether or when any material transaction will be
completed should negotiations commence. If the Company proceeds with any such transaction, the Company may not
effectively integrate the acquired operations with the Company’s own operations. The Company may also seek to
finance any such acquisition by debt financings or issuances of equity securities and such financing may not be
available on acceptable terms or at all.
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We May Incur Greater Costs Than Anticipated, Which Could Result In Sustained Losses

The Company used reasonable efforts to assess and predict the expenses necessary to pursue its business plan.
However, implementing the Company’s business plan 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 the Company estimates, which could result in
sustained losses.

We May Face Fluctuations In Results of Operations Which Could Negatively Affect Our Business Operations And
We are Subject To Seasonality In Our Business

As a result of the Company’s limited operating history and the relatively limited information available on the
Company’s competitors, the Company may not have sufficient internal or industry-based historical financial data upon
which to calculate anticipated operating expenses. Management expects that the Company’s results of operations may
also 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 the Company’s products and services; (ii) demand for the Company’s
products and services; (iii) the introduction and acceptance of new or enhanced products or services by us or by
competitors; (iv) the Company’s ability to anticipate and effectively adapt to developing markets and to rapidly
changing technologies; (v) the Company’s ability to attract, retain and motivate qualified personnel; (vi) the initiation,
renewal or expiration of significant contracts with the Company’s 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 operating results are difficult to forecast. The Company’s expenses are based in part on the Company’s
expectations as to future revenues and to a significant extent are relatively fixed, at least in the short-term. The
Company may not be able to adjust spending in a timely manner to compensate for any unexpected revenue
shortfall. Accordingly, any significant shortfall in relation to the Company’s expectations would have an immediate
adverse impact on the Company’s business, results of operations and financial condition. In addition, the Company
may determine from time to time to make certain pricing or marketing decisions or acquisitions that could have a
short-term material adverse effect on the Company’s business, results of operations and financial condition and may
not result in the long-term benefits intended. Furthermore, in Florida, currently a primary referral market for our lab
testing services, a meaningful percentage of the population returns to homes in the Northern U.S. to avoid the hot
summer months. This may result in seasonality in our business. Because of all of the foregoing factors, the
Company’s operating results could be less than the expectations of investors in future periods.

We Substantially Depend Upon Third Parties For Payment Of Services, Which Could Have A Material Adverse
Affect On Our Cash Flows And Results Of Operations

The Company is a clinical medical laboratory that provides medical testing services to doctors, hospitals, and other
laboratories on patient specimens that are sent to the Company. In the case of most specimen referrals that are
received for patients that are not in-patients at a hospital or institution or otherwise sent by another reference
laboratory, the Company generally has to bill the patient’s insurance company or a government program for its
services. As such it relies on the cooperation of numerous third party payers, including but not limited to Medicare,
Medicaid and various insurance companies, in order to get paid for performing services on behalf of the Company’s
clients. Wherever possible, the amount of such third party payments is governed by contractual relationships in cases
where the Company is a participating provider for a specified insurance company or by established government
reimbursement rates in cases where the Company is an approved provider for a government program such as
Medicare. However, the Company does not have a contractual relationship with many of the insurance companies
with whom it deals, nor is it necessarily able to become an approved provider for all government programs. In such
cases, the Company is deemed to be a non-participating provider and there is no contractual assurance that the
Company is able to collect the amounts billed to such insurance companies or government programs. Currently, the
Company is not a participating provider with the majority of the insurance companies it bills for its services. Until
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such time as the Company becomes a participating provider with such insurance companies, there can be no
contractual assurance that the Company will be paid for the services it bills to such insurance companies, and such
third parties may change their reimbursement policies for non-participating providers in a manner that may have a
material adverse affect on the Company’s cash flow or results of operations.
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Our Business Is Subject To Rapid Scientific Change, 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 characterized by rapid scientific developments, evolving
industry standards and customer demands, and frequent new product introductions and enhancements. The Company’s
future success will depend in significant part on its ability to continually improve its offerings in response to both
evolving demands of the marketplace and competitive service offerings, and the Company may be unsuccessful in
doing so.

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 competition is expected to continue to
increase. The Company competes with other commercial medical laboratories in addition to the in-house laboratories
of many major hospitals. Many of the Company’s existing competitors have significantly greater financial, human,
technical and marketing resources than the Company. The Company’s competitors may develop products and services
that are superior to those of the Company or that achieve greater market acceptance than the Company’s offerings. The
Company may not be able to compete successfully against current and future sources of competition and in such case,
this may have a material adverse effect on the Company’s 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: a) the quality and accuracy of our test results; b) the speed
or turn-around times of our testing services; and c) our ability to provide after-test support to those physicians
requesting consultation. Any unforeseen increase in the volume of customers 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 customers and cases increases, the Company’s products, services, and
infrastructure may not be able to scale accordingly. Any failure to handle higher volume of requests for the
Company’s products and services could lead to the loss of established customers and have a material adverse effect on
the Company’s business, results of operations and financial condition.

If we produce inaccurate test results, our customers 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 the Company.

We May Fail To Protect Our Facilities, Which Could Have A Material Adverse Affect On Our Business, Results Of
Operations And Financial Condition

The Company’s operations are dependent in part upon its ability to protect its laboratory operations against physical
damage from fire, floods, hurricanes, power loss, telecommunications failures, break-ins and similar events. The
Company does not presently have an emergency back-up generator in place at its Fort Myers, Fl, Nashville, TN and
Irvine, CA laboratory locations that can 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 Customers, which
could have a material adverse effect on the Company’s business, results of operations and financial condition.
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The Steps Taken By The Company To Protect Its Proprietary Rights May Not Be Adequate

The Company regards its copyrights, trademarks, trade secrets and similar intellectual property as critical to its
success, and the Company relies upon trademark and copyright law, trade secret protection and confidentiality and/or
license agreements with its employees, customers, partners and others to protect its proprietary rights. The steps taken
by the Company to protect its proprietary rights may not be adequate or third parties may infringe or misappropriate
the Company’s copyrights, trademarks, trade secrets and similar proprietary rights. In addition, other parties may
assert infringement claims against the Company.

We Are Dependent On Key Personnel And Need To Hire Additional Qualified Personnel

The Company’s performance is substantially dependent on the performance of its senior management and key
technical personnel. In particular, the Company’s success depends substantially on the continued efforts of its senior
management team, which currently is composed of a small number of individuals. The loss of the services of any of
its executive officers, its laboratory director or other key employees could have a material adverse effect on the
business, results of operations and financial condition of the Company.

The Company’s future success also depends on its continuing ability to attract and retain highly qualified technical and
managerial personnel. Competition for such personnel is intense and the Company may not be able to retain its key
managerial and technical employees or may not be able to attract and retain additional highly qualified technical and
managerial personnel in the future. The inability to attract and retain the necessary technical and managerial

personnel could have a material adverse effect upon the Company’s business, results of operations and financial
condition.

The Failure To Obtain Necessary Additional Capital To Finance Growth And Capital Requirements, Could Adversely
Affect The Company’s Business, Financial Condition And Results Of Operations

The Company may seek to exploit business opportunities that require more capital than what is currently

planned. The Company may not be able to raise such capital on favorable terms or at all. If the Company is unable to
obtain such additional capital, the Company may be required to reduce the scope of its anticipated expansion, which
could adversely affect the Company’s business, financial condition and results of operations.

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 U.S. 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 assays or assays we discover and develop.
However, 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 customers may, in turn, be exerted
by our customers on us. If government and other third party payers do not provide adequate coverage and
reimbursement for our assays, our operating results, cash flows or financial condition may decline.
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Third Party Billing Is Extremely Complicated And Will Result In Significant Additional Costs To Us.

Billing for laboratory services is extremely complicated. The customer refers the tests; the payer is the party that pays
for the tests, and the two are not always the same. Depending on the billing arrangement and applicable law, we need
to bill various payers, such as patients, insurance companies, Medicare, Medicaid, doctors and employer groups, 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. This adds further
complexity to the billing process.

Among many other factors complicating billing are:
pricing differences between our fee schedules and the reimbursement rates of the payers;

»  disputes with payers as to which party is responsible for payment; and
»  disparity in coverage and information 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 testing are subject to considerable and complex federal and state
regulations. The additional costs we expect to incur include those related to: (1) complexity added to our billing
processes; (2) training and education of our employees and customers; (3) implementing compliance procedures and
oversight; (4) collections and legal costs; and (5) costs associated with, among other factors, challenging coverage and
payment denials and providing patients with information regarding claims processing and services, such as advanced
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, as a large number of laboratories have been forced by the federal and
state governments, as well as by private payers, to enter into substantial settlements under these laws. 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, primarily, when
an entity knowingly submits, or causes another to submit, a false claim for reimbursement to the federal government.
Submitting a claim with reckless disregard or deliberate ignorance of its truth or falsity could result in substantial civil
liability. A trend affecting the healthcare industry is the increased use of the federal False Claims Act and, in
particular, actions under the False Claims Act’s “whistleblower” or “qui tam” provisions to challenge providers and
suppliers. Those provisions allow a private individual to bring actions on behalf of the government alleging that the
defendant has submitted a fraudulent claim for payment to the federal government. The government must decide
whether to intervene in the lawsuit and to become the primary prosecutor. If it declines to do so, the individual may
choose to 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. In addition,
various states have enacted laws modeled after the federal False Claims Act.
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Government investigations of clinical laboratories have been ongoing for a number of years and are expected to
continue in the future. Written “corporate compliance” programs to actively monitor compliance with fraud laws and
other regulatory requirements are recommended by the Department of Health and Human Services’ Office of the
Inspector General.

The Failure To Comply With Significant Government Regulation And Laboratory Operations May Subject The
Company To Liability, Penalties Or Limitation Of Operations

As discussed in the Government Regulation section of our business description, the Company is subject to extensive
state and federal regulatory oversight. Our laboratory locations may not pass inspections conducted to ensure
compliance with CLIA “88 or with any other applicable licensure or certification laws. The sanctions for failure to
comply with CLIA “88 or state licensure requirements might include the inability to perform services for
compensation or the suspension, revocation or limitation of a laboratory location’s CLIA "88 certificate or state
license, as well as civil and/or criminal penalties. 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 the
Company’s business, results of operations and financial condition.

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 and anatomic laboratories, and their
referral sources, including physicians, hospitals and other laboratories. Certain provisions of these laws, known as the
"anti-kickback law" and the “Stark Laws”, contain extremely broad proscriptions. Violation of these laws may result in
criminal penalties, exclusion from Medicare and Medicaid, and significant civil monetary penalties. We will seek to
structure our arrangements with physicians and other customers to be in compliance with the anti-kickback, Stark and
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.

We are also subject to regulation of laboratory operations under state clinical laboratory laws. State clinical laboratory
laws may require that laboratories and/or laboratory personnel meet certain qualifications, specify certain quality
controls or require maintenance of certain records. For example, California requires that we maintain a license to
conduct testing in California and California law establishes standards for our day-to-day laboratory operations,
including the training and skill required of laboratory personnel and quality control. Certain other states, including
Florida, Maryland, New York, Pennsylvania and Rhode Island, each require that we hold licenses to test specimens
from patients residing in those states, and additional states may require similar licenses in the future. Potential
sanctions for violation of these statutes and regulations include significant fines and the suspension or loss of various
licenses, certificates and authorizations, which could adversely affect our business and results of operations
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Furthermore, the Health Insurance Portability and Accountability Act of 1996 ("HIPAA") and other state laws
contains 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 patient health information. 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. Although we believe we have complied with the Standards, Security and Privacy rules under
HIPAA and state laws, an audit of our procedures and systems could find deficiencies. Such deficiencies, if found,
could have a material adverse effect on the Company’s business, results of operations and financial condition and
subject us to liability.

We Are Subject To Security Risks Which Could Harm Our Operations

Despite the implementation of various security measures by the Company, the Company’s infrastructure is vulnerable
to computer viruses, break-ins and similar disruptive problems caused by its customers or others. Computer viruses,
break-ins or other security problems could lead to interruption, delays or cessation in service to the Company’s
customers. Further, such break-ins whether electronic or physical could also potentially jeopardize the security of
confidential information stored in the computer systems of the Company’s customers and other parties connected
through the Company, which may deter potential customers and give rise to uncertain liability to parties whose
security or privacy has been infringed. A significant security breach could result in loss of customers, damage to the
Company’s reputation, direct damages, costs of repair and detection, and other expenses. The occurrence of any of the
foregoing events could have a material adverse effect on the Company’s business, results of operations and financial
condition.

The Company Is Controlled By Existing Shareholders and Therefore Other Shareholders Will Not Be Able To Direct
the Company

The majority of the Company’s shares and thus voting control of the Company is held by a relatively small group of
shareholders. Because of such ownership, those shareholders will effectively retain control of the Company’s Board of
Directors and determine all of the Company’s corporate actions. In addition, the Company and

shareholders controlling 11,220,450 shares, or approximately 36% of the Company’s voting shares outstanding as of
March 31, 2008 have executed a Shareholders’ Agreement that, among other provisions, gives Aspen Select
Healthcare, LP, our largest shareholder, the right to elect three out of the seven directors authorized for our Board, and
nominate one mutually acceptable independent director. Accordingly, it is anticipated that Aspen Select Healthcare,
LP and other parties to the Shareholders’ Agreement will continue to have the ability to elect a controlling number of
the members of the Company’s Board of Directors and the minority shareholders of the Company may not be able to
elect a representative to the Company’s Board of Directors. Such concentration of ownership may also have the effect
of delaying or preventing a change in control of the Company.

No Foreseeable Dividends
The Company does not anticipate paying dividends on its common shares in the foreseeable future. Rather, the

Company plans to retain earnings, if any, for the operation and expansion of Company business.
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There May Not Be A Viable Public Market For Our Common Stock

We cannot predict the extent to which investor interest in our company will sustain an active trading market for our
stock on The NASDAQ Over The Counter Bulletin Board (“OTCBB”) or any other stock market or how liquid any such
market might remain. If an active public market is not sustained, it may be difficult for our stockholders to sell their
shares of common stock at a price that is attractive to them, or at all.

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 We Are Not the Subject Of Securities Analyst Reports Or 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. There are many publicly traded companies active in the healthcare industry,
which may mean it will be less likely that we receive analysts' coverage, which in turn could affect the price of our
common stock. In addition, if a securities or industry analyst downgrades the outlook for our stock or one of our
competitors'

stocks or chooses to terminate coverage of our stock, the trading price of our common stock may also be negatively
affected.

Changes In Regulations, Payor Policies Or Contracting Arrangements With Payors 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 payors, as well as private insurers and private payors, 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 from time to time considered and 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 payors do not provide
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adequate coverage and reimbursement for them. These changes in federal, state, local and third party payor
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 payors for whom we are not currently contracted. Because a portion of our revenues is from third-party payors
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 Must Hire And Retain Qualified Sales Representatives To Grow Our Sales.

Our ability to retain existing customers for our specialized diagnostic services and attract new customers is dependent
upon retaining existing sales representatives and hiring 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
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 sales personnel do not perform to our high 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 customer 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 customers may choose to use a competitor's services based on their
relationship with the departed sales representative.

We Are Currently Expanding Our Infrastructure, Including Through The Acquisition And Development Of Additional
Office Space And The Expansion Of Our Current Laboratory Capacity At Our Existing Facility, And We Intend To
Further Expand Our Infrastructure By Establishing A New Laboratory Facility, Which, Among Other Things, Could
Divert Our Resources And May Cause Our Margins To Suffer.

In November 2007, we entered into a lease which expires on June 30, 2010 for additional office space in Fort Myers,
FL to house our expanding Florida laboratory, administrative, sales, billing and client services departments. Within
the first half of 2008, we will initiate construction to expand our current laboratory capacity by building out
unimproved areas within our existing facility. When the additional laboratory facility is operational, it may take time
for us to derive the same economies of scale as in our existing facility. Each expansion of our facilities or systems
could divert resources, including the focus of our management, away from our current business. In addition,
expansions of our facilities may increase our costs and potentially decrease operating margins, both of which would,
individually or in the aggregate, negatively impact our business, financial condition and results of operations.
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We Rely On A Limited Number Of Third Parties For 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. 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 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. 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.

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 carrier, Federal Express, and also our local courier, for reliable and secure point-to-point
transport of patient samples to our laboratory and enhanced tracking of these patient samples. Should Federal Express
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 Federal Express 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 Federal
Express. 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.
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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 Failure To Comply With Governmental Payor Regulations Could Result In Our Being Excluded From
Participation In Medicare, Medicaid Or Other Governmental Payor Programs, Which Would Decrease Our Revenues
And Adversely Affect Our Results Of Operations And Financial Condition.

Reimbursement from Medicare and Medicaid accounted for approximately 52% and 38% of our revenues for the
years ended December 31, 2007 and 2006, respectively. The Medicare program imposes extensive and detailed
requirements on diagnostic services providers, including, but not limited to, rules that govern how we structure our
relationships with physicians, how and when we submit reimbursement claims and how we provide our specialized
diagnostic services. Our failure to comply with applicable Medicare, Medicaid and other governmental payor rules
could result in our inability to participate in a governmental payor program, our returning funds already paid to us,
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 payor program, a substantial portion of our revenues would be
lost, which would adversely affect our results of operations and financial condition.

Our Business Could Be Harmed By Future Interpretations Of Clinical Laboratory Mark-Up Prohibitions.

Our laboratory currently uses the services of outside reference laboratories to provide certain complementary
laboratory services to those services provided directly by our laboratory. Although Medicare policies do not prohibit
certain independent-laboratory-to-independent-laboratory referrals and subsequent mark-up for services, California
and other states have rules and regulations that prohibit or limit the mark-up of these laboratory-to-laboratory services.
Achallenge to our charge-setting procedures under these rules and regulations could have a material adverse effect on
our business, results of operations and financial condition.
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Failure To Comply With The HIPAA Security And Privacy Regulations May Increase Our Operational Costs.

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 the circumstances under which uses and disclosures of PHI are permitted or
required without a specific authorization by the patient, including but not limited to treatment purposes, activities to
obtain payments for services and healthcare operations activities; a patient's rights 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 regulations, as required by law.
The privacy regulations establish a uniform federal "floor" and do not supersede state laws that are more stringent.
Therefore, we are required to comply with both federal privacy regulations and varying state privacy laws. The federal
privacy regulations restrict our ability to use or disclose patient identifiable laboratory data, without patient
authorization, for purposes other than payment, treatment or healthcare operations (as defined by HIPAA), except for
disclosures for various public policy purposes and other permitted purposes outlined in the privacy regulations. The
privacy and security regulations provide for significant fines and other penalties for wrongful use or disclosure of PHI,
including potential civil and criminal fines and penalties. Although the HIPAA statute and regulations do not
expressly provide for a private right of damages, we also could incur damages under state laws to private parties for
the wrongful use or disclosure of confidential health information or other private personal information.

Correspondence From The SEC Regarding Our 2006 Form 10KSB.

In the third quarter of 2007, we received a comment letter from the SEC regarding certain disclosures in our 2006
10KSB. The issues raised by the SEC are still pending resolution. Our ongoing efforts to adequately address these
comments may cause us to incur additional administrative and legal expenses. Additionally, if our response does not
properly satisfy the SEC demands, we may be required to amend or redisclose previously issued reports, causing
additional administrative costs and a negative impact on our stock price.

Our Ability To Comply With The Financial Covenants In Our Credit Agreements Depends Primarily On Our Ability
To Generate Substantial Operating Cash Flow.

Our ability to comply with the financial covenants under the agreement with CapitalSource Funding, LL.C 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 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 substantially our entire accounts
receivable, to the extent permitted by our credit agreements and applicable law.
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We Have Potential Conflicts Of Interest Relating To Our Related Party Transactions Which Could Harm Our
Business.

We have potential conflicts of interest relating to existing agreements we have with certain of our directors, officers,
principal shareholders, shareholders and employees. Potential

conflicts of interest can exist if a related party director or officer has to make a decision that has different implications
for us and the related party. If a dispute arises in connection with any of these agreements, if not resolved
satisfactorily to us, our business could be harmed. There can be no assurance that the above or any future conflicts of
interest will be resolved in our favor. If not resolved, such conflicts could harm our business.

We Have Material Weaknesses In Our Internal Control Over Financial Reporting That May Prevent The Company
From Being Able To Accurately Report Its Financial Results Or Prevent Fraud, Which Could Harm Its Business And
Operating Results.

Effective internal controls are necessary for us to provide reliable and accurate financial reports and prevent fraud. In
addition, Section 404 under the Sarbanes-Oxley Act of 2002 requires that we assess the design and operating
effectiveness of internal control over financial reporting. If we cannot provide reliable and accurate financial reports
and prevent fraud, our business and operating results could be harmed. We have discovered, and may in the future
discover, areas of internal controls that need improvement. We have identified four material weaknesses in our
internal controls as of December 31, 2007. These matters and our efforts regarding remediation of these matters, as
well as efforts regarding internal controls generally are discussed in detail in this Annual Report on Form 10-KSB.
However, as our material weaknesses in internal controls demonstrates, we cannot be certain that the remedial
measures taken to date will ensure that we design, implement, and maintain adequate controls over financial processes
and reporting in the future. Remedying the material weaknesses that have been presently identified, and any
additional deficiencies, significant deficiencies or material weaknesses that we may identify in the future, could
require us to incur significant costs, hire additional personnel, expend significant time and management resources or
make other changes. Disclosure of our material weaknesses, any failure to remediate such material weaknesses in a
timely fashion or having or maintaining ineffective internal controls could cause investors to lose confidence in our
reported financial information, which could have a negative effect on the trading price of our stock and access to
capital.
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ITEM 2. DESCRIPTION OF PROPERTY

Our headquarters are located in approximately 25,725 square feet of leased office space in Fort Myers, Florida. In
addition, we maintain laboratory and office space in Irvine, California and Nashville, Tennessee. All our facilities are
leased and we believe they are sufficient to meet our needs for the foreseeable future, and if needed, additional space
will be available at a reasonable cost.

ITEM 3. LEGAL PROCEEDINGS

On October 26, 2006, Accupath Diagnostics Laboratories, Inc. d/b/a US Labs, a California corporation (“US Labs”)
filed a complaint in the Superior Court of the State of California for the County of Los Angeles (the “Court”) against the
Company and Robert Gasparini, as an individual, and certain other employees and non-employees of NeoGenomics
with respect to claims arising from discussions with current and former employees of US Labs. On March 18, 2008,

we reached a preliminary agreement to settle US Labs' claims (see Note L of Notes to Consolidated Financial
Statements). As a result, as of December 31, 2007 we have accrued a $375,000 loss contingency, which consists of
$250,000 to provide for the Company's expected share of this settlement, and $125,000 to provide for the Company's
share of the estimated legal fees up to the date of settlement.

The Company is also a defendant in one lawsuit from a former employee relating to compensation related claims. The
Company does not believe this lawsuit is material to its operations or financial results and intends to vigorously
pursue its defense of the matter.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fiscal year ending December 31, 2007.
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PART II

ITEM 5. MARKET FOR THE COMPANY’S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
Market Information

Our common stock is quoted on the OTC Bulletin Board. Set forth below is a table summarizing the high and
low bid quotations for our common stock during the last two fiscal years.

QUARTER HIGH BID LOW BID
4th Quarter 2007 $ 1.59 $ 1.02
3rd Quarter 2007 $ 1.70 $ 1.05
2nd Quarter 2007 $ 190 $ 1.41
Ist Quarter 2007 $ 1.79 $ 1.39
4th Quarter 2006 $ 205 $ 0.94
3rd Quarter 2006 $ 125 $ 0.60
2nd Quarter 2006 $ 0.78 $ 0.45
Ist Quarter 2006 $ 072 $ 0.12

The above table is based on over-the-counter quotations. These quotations reflect inter-dealer prices, without retail
mark-up, markdown or commissions, and may not represent actual transactions. All historical data was obtained from
the www.NASDAQ.com web site.

Holders of Common Stock

As of March 31, 2008 there were 460 stockholders of record of our common stock, excluding shareholders who hold
their shares in brokerage accounts in “street name”.

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 financing agreements entered into by the Company may limit our ability to pay dividends in the
future.
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Securities Authorized for Issuance Under Equity Compensation Plans (a)

Plan Category

Equity compensation plans approved by security holders
Employee Stock Purchase Plan (“ESPP”)

Equity compensation plans not approved by security holders

Total

Number of
securities to
be issued
upon
exercise of
outstanding
options,
warrants
and rights

2,796,044

N/A

2,796,044

Weighted
average
exercise
price of

outstanding
options,
warrants

and rights

$ 0.81
N/A

N/A

N/A

Number of
securities
remaining
available
for future
issuance

1,170,050
334,463

N/A

1,504,513

(a) As of December 31, 2007. Currently, the Company’s Equity Incentive Plan, as amended and restated on October
31, 2006, and the Company’s Employee Stock Purchase Plan, dated October 31, 2006, are the only equity

compensation plans in effect.
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ITEM 6. MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION
Introduction

The following discussion and analysis should be read in conjunction with the Consolidated Financial Statements, and
the Notes thereto included herein. The information contained below includes statements of the Company’s or
management’s beliefs, expectations, hopes, goals and plans that, if not historical, are forward-looking statements
subject to certain risks and uncertainties that could cause actual results to differ materially from those anticipated in
the forward-looking statements. For a discussion on forward-looking statements, see the information set forth in the
Introductory Note to this Annual Report under the caption “Forward Looking Statements”, which information is
incorporated herein by reference.

Overview

NeoGenomics operates a network of cancer-focused testing laboratories that specifically target the rapidly growing
genetic and molecular testing segment of the medical laboratory industry. We currently operate in three laboratory
locations: Fort Myers, Florida, Nashville, Tennessee and Irvine, California. We currently offer throughout the United
States the following types of testing services to oncologists, pathologists, urologists, hospitals, and other

laboratories: a) cytogenetics testing, which analyzes human chromosomes, b) Fluorescence In-Situ Hybridization
(FISH) testing, which analyzes abnormalities at the chromosome and gene levels, ¢) flow cytometry testing services,
which analyzes gene expression of specific markers inside cells and on cell surfaces, d) morphological testing, which
analyzes cellular structures and e) molecular testing which involves, analysis of DNA and RNA and predict the
clinical significance of various cancers. All of these testing services are widely used in the diagnosis and prognosis of
various types of cancer.

Our common stock is listed on the NASDAQ Over-the-Counter Bulletin Board (the “OTCBB”) under the symbol
“NGNM.”

Critical Accounting Policies

The preparation of financial statements in conformity with United States generally accepted accounting principles
requires our management to make estimates and assumptions that affect the reported amount of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates. Our management
routinely makes judgments and estimates about the effects of matters that are inherently uncertain. For a complete
description of our significant accounting policies, see Note B to our Consolidated Financial Statements included in
this annual report, Form 10-KSB.

Our critical accounting policies are those where we have made difficult, subjective or complex judgments in making
estimates, and/or where these estimates can significantly impact our financial results under different assumptions and
conditions. Our critical accounting policies are:

® Revenue Recognition
® Accounts Receivable
e Accounting For Contingencies
e Stock Based Compensation
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Revenue Recognition

The Company recognizes revenues in accordance with the Securities and Exchange Commission’s (the “Commission’)
Staff Accounting Bulletin No. 104, “Revenue Recognition”, when the price is fixed or determinable, persuasive
evidence of an arrangement exists, the service is performed and collectability of the resulting receivable is reasonably
assured.

The Company’s specialized diagnostic services are performed based on a written test requisition form and revenues are
recognized once the diagnostic services have been performed, the results have been delivered to the ordering
physician, the payor has been identified and eligibility and insurance have been verified. These diagnostic services
are billed to various payors, including Medicare, commercial insurance companies, other directly billed healthcare
institutions such as hospitals and clinics, and individuals. The Company reports revenues from contracted payors,
including Medicare, certain insurance companies and certain healthcare institutions, based on the contractual rate, or
in the case of Medicare, published fee schedules. The Company reports revenues from non-contracted payors,
including certain insurance companies and individuals, based on the amount expected to be collected. The difference
between the amount billed and the amount expected to be collected from non-contracted payors is recorded as a
contractual allowance to arrive at the reported revenues. The expected revenues from non-contracted payors are based
on the historical collection experience of each payor or payor group, as appropriate. In each reporting period, the
Company reviews its historical collection experience for non-contracted payors and adjusts its expected revenues for
current and subsequent periods accordingly.

Trade Accounts Receivable and Allowance For Doubtful Accounts

We record accounts receivable net of estimated discounts, contractual allowances and allowances for bad debts. We
provide for accounts receivable that could become uncollectible in the future by establishing an allowance to reduce
the carrying value of such receivables to their estimated net realizable value. We estimate this allowance based on the
aging of our accounts receivable and our historical collection experience for each type of payer. Receivables are
charged off to the allowance account at the time they are deemed uncollectible. In the event that the actual amount of
payment received differs from the previously recorded estimate of an account receivable, an adjustment to revenue is
made in the current period at the time of final collection and settlement. During 2007, we recorded approximately
$24,000 of net total incremental revenue from tests in which we underestimated the revenue in 2006 relative to the
amounts that we were ultimately paid in 2007. This was less than 1% of our total FY 2007 revenue and less than 1%
of our FY 2006 revenue. These adjustments are not material to the Company’s results of operations in any period
presented. Our estimates of net revenue are subject to change based on the contractual status and payment policies of
the third party payer’s with whom we deal. We regularly refine our estimates in order to make our estimated revenue
for future periods as accurate as possible based on our most recent collection experience with each third party payer.
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The following tables present the dollars and percentage of the Company’s net accounts receivable from customers
outstanding by aging category at December 31, 2007 and 2006. All of our receivables were pending approval by
third-party payers as of the date that the receivables were recorded:

NEOGENOMICS AGING OF RECEIVABLES BY PAYOR GROUP

FY 2007

Payor Group 0-30 % 30-60 %
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