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Market Data  
 Fiscal Year December 31  
 Industry Healthcare 
    

 Market Cap $74.6M  
 Price/Book (mrq) 3.0x  
 EV/Sales (ttm) 2.3x 
 Insider Ownership 19.8%  
 Institutional Ownership 11.7%  
 Shares Outstanding 18.9M  
 Float 15.17M 
 Avg. Daily Vol. (3 mos.) 121,950  
 As of April 21, 2017   

 Income Snapshot   

  TTM 
 Revenue $27.0M 
 Gross Profit $9.9M 
 Gross Margin 37.0% 
 Net Loss ($15.8M) 

 Balance Sheet Snapshot 

  MRQ 
 Cash $9.5M 
 Debt $5.0M 

 
FY16 Revenue Up 50% YoY; Strong Organic Growth, Decreases in 
Operating Expenses and Increased Contracts Drive Road to Profitability 
 

Strong FY16 revenue growth of 50% YoY. Revenue increased to $27 million in 

FY16, up 50% from $18 million in FY15. Growth was primarily driven by revenue 

increases in biopharma and clinical services.  

 

 

 

Biopharma services revenue increased 32% in FY16 and is expected to drive 

revenue growth in FY17. Biopharma services revenue increased to $15.3 million in 

FY16, up 32% from $11.6 million in FY15. Quarter-over-quarter, revenue was up 

34% to $4.0 million in 4Q16. FY16 revenue from clinical services increased 88% 

YoY to $10.7 million; QoQ, clinical services revenue increased 25% $3.0 million in 

4Q16. Clinical services test volumes increased 131% YoY to 28,658, driven by 

increases in immuno-oncology testing, companion diagnostic testing for PD-L1, and 

solid tumor profiling.  

We expect Biopharma services revenue to show strong growth overall in 2017. This 

view is validated by the Company’s signed contracts for expected future revenue with 

pharmaceutical and biotech companies, which total approximately $40 million (the 

majority of this revenue should be generated during FY17-FY18).  

 

We believe a significant opportunity exists in the clinical services side of the business 

with revenue growing at a modest rate, although this could be adjusted depending on 

data presentations and sales and marketing efforts of some of the Company’s 

proprietary tests, in particular FHACT and TOO. Longer-term, we believe that 

reimbursement rates and clinical adoption will improve significantly. 

 

As more immunotherapies and targeted therapies are approved, it is apparent that 

genomic information that can only be given by sophisticated, multi-gene panels will 

be required to effectively utilize these therapies. 
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Net loss in FY16 was $15.8 million or ($1.00) per diluted share, which represents an improvement over net 

loss of $20.5 million in FY15. We are projecting further improvement to net loss in 2017, as Biopharma 

services revenue increases and operational improvements and expense reductions are implemented. We are 

projecting CGIX to essentially reach breakeven in 4Q17 (with projected net income of $35,000 and revenue 

of $11.15 million). Our model assumes modest quarter-on-quarter growth through 2017, although our 

assumptions could change if we see meaningful volume increases in some of the Company’s proprietary tests. 

We believe that FHACT and the Tissue of Origin test are the most likely candidates to show volume increases 

over the near-term 

 

Key recent business highlights: 

• Currently, CGIX has 14 commercially-available tests leveraging genomic and immune platforms 

• Company provides testing services to 9 of the top 10 biopharma companies 

• CGIX is powering over 125 active clinical trials and studies focused in immune-oncology 

• Company has collaborations with leading cancer institutions including Mayo Clinic and has over 

100 patents globally 

• Received New York State approval for FOCUS: CLL™, a highly-targeted NGS panel for Chronic 

Lymphocytic Leukemia 

Gross margin improvement and operating expense reduction moving CGIX toward profitability. CGIX 

continues to show consistent improvement in margins and operating expenses. In particular, we have been 

impressed by the Company’s ability to grow revenue and innovate with new tests and collaborations while 

reducing expenses. Operating expenses have fallen to $6.5 million in 4Q16, down from $7.9 million in 4Q15. 

 

 
 

FY16 Gross profit margins were 37%, up from 22% in FY15. The YoY increase was driven by greater operating 

efficiencies and the successful integration of Response Genetics. We expect strong improvement in gross 

margins in 2017 as test volumes increase. Management estimates gross margins in the high 50% to low 60% 

range once it reaches approximately $10 million in quarterly revenue. Margin improvements should play a large 

role in moving the Company toward profitability. 

 

 



Continuing to build test portfolio, infrastructure, and intellectual property/knowledge; we believe that 

this backbone will translate into near-term revenue opportunities in biopharma and set up longer-term 

opportunities in clinical services. CGIX has continued to build its intellectual property and test portfolio, with 

14 genomic tests commercially launched, 18 research collaborations with leading institutions, and 90 patents 

globally. Main highlights include the launch of the NGS panel for Hereditary Breast & Ovarian Cancer, FOCUS: 

RenalTM with CLIA validation, New York state approval for FOCUS: MyeloidTM, a partnership with ApoCell, 

Inc., that leverages ApoCell’s proprietary, high-performance liquid biopsy platform for rare cell capture and 

detection, and a collaboration with BARC Global Central Laboratory to offer comprehensive clinical trial and 

companion diagnostic solutions for oncology clients. 

 

Further R&D development should lead to the launch of additional tests and improvements to current test 

offerings. This should lead to near-term growth in biopharma revenue and eventually longer-term in clinical 

services. 

 

CGIX announced strategic agreements with Mendel AI and Lantern Pharma Inc. to jointly leverage 

genomics, biomarkers & artificial intelligence (AI) to rescue and repurpose drugs for cancer. A Mckinsey 

& Company report recently concluded that the big data revolution is in its early days in the biopharma industry 

and the potential value creation is still unclaimed. According to the report, big data strategies could generate up 

to $100 billion in value across the US healthcare system. Big data provides biopharma companies essential data 

points that can be effectively used to identify new potential drug candidates, improving efficiency of research 

and clinical trials.  CGIX’s partnerships with Mendel AI and Lantern Pharma provides the company with vast 

amounts of data that combined with artificial intelligence (machine learning algorithms) will play a significant 

role for the company to discover new tests, patient trials and in drug development.  

 

Current expected revenue from biopharma contracts is more than $40million; forecasted to increase as 

the number of trials and trial complexity both increase. CGIX’s current expected revenue from biopharma 

contracts is more than $40 million (this revenue is expected to be realized between 2017-2018).  

 

 
 

CGIX continues to aggressively expand its biopharma services. The Company saw a 35% increase in the number 

of biopharma projects over the past 12 months, reaching 125 clinical trials in 4Q16, up from 103 in 1Q16. In 

particular, the Company generated a 5-fold increase in its immuno-oncology projects over the past 12 months to 

18 in 4Q16, up from 3 in 1Q16. The immuno-oncology market is expected to reach over $35 billion by 2024 

(source: IMS Health), and impact up to 60%-70% of cancer patients.  



 

Given the expected significant growth in immuno-oncology over the next decade, providing services for 

immuno-oncology clinical trials should drive consistent revenue growth for CGIX’s biopharma services, along 

with providing significant long-term revenue potential in clinical services. As more immunotherapies are 

approved for use in the clinic, we anticipate clinical demand for multi-gene NGS panels to increase. CGIX’s 

current focus on biopharma services should generate a positive impact both for current results with longer-term 

potential in clinical services and companion diagnostics. 

 

 

We derived a target price of $6.15 by applying a 3.0x EV/S to our FY17E revenue of $37.9 million. CGIX 

has built a significant backbone of intellectual property and proprietary genomic tests. This expertise has enabled 

the Company to consistently grow its Biopharma services business, which we believe will eventually lead to 

significant growth in clinical services revenue. The Company’s rapid increase in immuno-oncology trials is very 

promising, as many top analysts expect immuno-oncology to have a huge impact on future cancer treatment. 

 

In particular, we believe that a strong economic case will be given for the use of NGS testing alongside 

immunotherapies, especially given the high cost of treatment of these therapies (typically $100k+), and the 

increasing evidence of the need for variable treatment regimens dependent on specific patient characteristics. 

CGIX’s strong, disease focused knowledge base should prove valuable as immunotherapies and targeted 

therapies are approved for indications where the Company has developed expertise. Any companion diagnostic 

approvals should greatly increase clinical services revenue. Ultimately, we believe that the clinical services 

opportunity is a matter of “when”, not “if.” 

 

Given this backdrop, we view the Company’s focus on moving toward breakeven to be a strong strategic move. 

Strong improvements in operating expenses and margins were achieved in 2016. We are estimating CGIX 

reaches breakeven in 4Q17. We are not currently modeling any additional capital raises, given the fact that the 

company raised/gained money through a credit facility. Although a small capital raise could be needed depending 

on how long it takes CGIX to further reduce costs. Controlling costs ensures that the Company minimizes 

dilution while the clinical opportunity develops. 

 

 

 

 

 

 

 

 

 

 

 

 



 
 
 
 
 
 
 
 4

 

1Q15 2Q15 3Q15 4Q15 FY15 1Q16 2Q16 3Q16 4Q16 FY16 1Q17E 2Q17E 3Q17E 4Q17E FY17E

Revenue:

Biopharma Services 3,331,090 2,675,000 2,608,427 2,950,000 11,564,000 3,350,000 4,219,000 3,805,000 3,947,000 15,321,000 4,578,520 5,356,868 6,267,536 7,395,693 23,598,617

Clinical Services 873,041 1,251,000 1,149,241 2,377,000 5,651,000 2,456,000 2,542,000 2,687,000 2,966,000 10,651,000 3,069,810 3,177,253 3,288,457 3,403,553 12,939,074

Discovery Services 166,196 259,000 242,664 157,000 825,000 262,000 240,000 258,000 317,000 1,077,000 326,510 336,305 346,394 356,786 1,365,996

Total Revenue 4,370,327 4,185,147 4,000,332 5,484,000 18,040,000 6,068,000 7,001,000 6,750,000 7,230,000 27,049,000 7,974,840 8,870,427 9,902,388 11,156,032 37,903,687

Cost of revenues 3,141,735 3,097,437 3,103,227 4,755,601 14,098,000 4,103,000 4,285,000 4,444,000 4,272,000 17,104,000 4,386,162 4,435,214 4,654,122 4,908,654 18,384,152

Gross Profit 1,228,592 1,087,710 897,105 728,399 3,942,000 1,965,000 2,716,000 2,306,000 2,892,000 9,945,000 3,588,678 4,435,214 5,248,265 6,247,378 19,519,535

Operating Expenses

Research and Development 1,277,926 1,255,496 1,801,813 1,147,765 5,483,000 1,532,000 1,680,000 1,594,000 1,161,000 5,967,000 1,600,000 1,600,000 1,600,000 1,600,000 6,400,000

General and Administrative 2,986,897 3,061,584 3,487,242 5,031,277 14,567,000 4,318,000 3,658,000 3,701,000 4,357,000 16,034,000 3,644,502 3,521,560 3,337,105 3,536,462 14,039,628

Sales and Marketing 1,115,813 1,184,431 1,242,803 1,725,953 5,269,000 1,298,000 1,379,000 1,054,000 937,000 4,668,000 956,981 931,395 891,215 981,731 3,761,321

Total Operating Expenses 5,380,636 5,501,511 6,531,858 7,904,995 25,319,000 7,148,000 6,717,000 6,349,000 6,455,000 26,669,000 6,201,483 6,052,954 5,828,320 6,118,193 24,200,950

(Loss) Income from Operations (4,152,044) (4,413,801) (5,634,753) (7,176,596) (21,377,000) (5,183,000) (4,001,000) (4,043,000) (3,563,000) (16,724,000) (2,612,805) (1,617,741) (580,054) 129,185 (4,681,415)

Interest expense (33,967) (81,553) (111,620) (116,860) (344,000) (126,000) (107,000) (111,000) (110,000) (454,000) (107,000) (107,000) (107,000) (107,000) (428,000)

Interest income 12,618 12,764 4,906 18,712 49,000 4,000 13,000 4,000 2,000 23,000 13,000 13,000 13,000 13,000 52,000

Debt conversion costs 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Change in fair value of acquisition note payable (89,914) (316,253) 315,453 359,714 269,000 34,000 67,000 18,000 33,000 152,000 0 0 0 0 0

Change in fair value of warrant liability (15,000) (181,000) 214,000 17,000 35,000 17,000 0 712,000 796,000 1,525,000 0 0 0 0 0

Change in investors consideration 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Other expense 0 0 0 0 0 0 0 (325,000) 0 (325,000) 0 0 0 0 0

Total other income (expense) (126,263) (566,042) 422,739 278,566 9,000 (71,000) (27,000) 298,000 721,000 921,000 (94,000) (94,000) (94,000) (94,000) (376,000)

(Loss) income before income taxes (4,278,307) (4,979,843) (5,212,014) (6,898,030) (21,368,000) (5,254,000) (4,028,000) (3,745,000) (2,842,000) (15,803,000) (2,706,805) (1,711,741) (674,054) 35,185 (5,057,415)

Income tax provision 0 0 0 (1,184,000) (1,184,000) 0 0 0 0 0 0 0 0 0 0

Net income (loss) (4,278,307) (4,979,843) (5,212,014) (5,714,030) (20,184,000) (5,254,000) (4,028,000) (3,745,000) (2,842,000) (15,803,000) (2,706,805) (1,711,741) (674,054) 35,185 (5,057,415)

Basic net (loss) per share (0.44) (0.51) (0.54) (0.47) (1.96) (0.39) (0.28) (0.23) (0.15) (1.00) (0.14) (0.09) (0.04) 0.00 (0.27)

Diluted net (loss) per share (0.44) (0.51) (0.54) (0.47) (1.96) (0.39) (0.28) (0.23) (0.15) (1.00) (0.14) (0.09) (0.04) 0.00 (0.27)

Weighted average shares - basic 9,703,576 9,714,828 9,726,067 12,047,528 10,298,000 13,547,000 14,538,000 16,519,000 18,840,000 15,861,000 18,934,200 19,028,871 19,124,015 19,219,635 19,076,680

Weighted average shares - diluted 9,703,576 9,714,828 9,727,597 12,047,528 10,299,000 13,547,000 14,538,000 16,519,000 18,840,000 15,861,000 18,934,200 19,028,871 19,124,015 19,219,635 19,076,680

YoY Revenue Growth - Biopharma 578.1% 554.0% 35.1% 6.5% 106.5% 0.6% 57.7% 45.9% 33.8% 32.5% 36.7% 27.0% 64.7% 87.4% 54.0%

YoY Revenue Growth - Clinical -7.0% 13.4% -7.2% 112.2% 28.4% 181.3% 103.2% 133.8% 24.8% 88.5% 25.0% 25.0% 22.4% 14.8% 21.5%

YoY Revenue Growth - Discovery 356.0% 45.7% 412.4% 57.6% -7.3% 6.3% 101.9% 30.5% 24.6% 40.1% 34.3% 12.6% 26.8%

YoY Revenue Growth 205.5% 176.9% 24.2% 35.9% 76.9% 38.8% 67.3% 68.7% 31.8% 49.9% 31.4% 26.7% 46.7% 54.3% 40.1%

QoQ Revenue Growth - Biopharma 20.3% -19.7% -2.5% 13.1% 13.6% 25.9% -9.8% 15.0% 16.0% 17.0% 17.0% 18.0%

QoQ Revenue Growth - Clinical -22.1% 43.3% -8.1% 106.8% 3.3% 3.5% 5.7% 3.4% 3.5% 3.5% 3.5% 3.5%

QoQ Revenue Growth - Discovery 54.2% 55.8% -6.3% -35.3% 66.9% -8.4% 7.5% 22.9% 3.0% 3.0% 3.0% 3.0%

QoQ Revenue Growth 8.3% -4.2% -4.4% 37.1% 10.6% 15.4% -3.6% 7.1% 10.3% 11.2% 11.6% 12.7%

Gross Margin 28.1% 26.0% 22.4% 13.3% 21.9% 32.4% 38.8% 34.2% 40.0% 36.8% 45.0% 50.0% 53.0% 56.0% 48.1%

Operating Margin -95.0% -105.5% -140.9% -130.9% -118.5% -85.4% -57.1% -59.9% -49.3% -61.8% -32.8% -18.2% -5.9% 1.2% -12.4%

R&D % of Rev 29.2% 30.0% 45.0% 20.9% 30.4% 25.2% 24.0% 23.6% 22.0% 22.1% 21.0% 20.0% 19.0% 18.0% 16.9%

G&A % of Rev 68.3% 73.2% 87.2% 91.7% 80.7% 71.2% 52.2% 54.8% 54.8% 59.3% 45.7% 39.7% 33.7% 31.7% 37.0%

S&M % of Rev 25.5% 28.3% 31.1% 31.5% 29.2% 21.4% 19.7% 15.6% 13.7% 17.3% 12.0% 10.5% 9.0% 8.8% 9.9%
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Additional Information 

 

Legal: Lowenstein Sandler LLP  
Auditor: McGladrey LLP  
Transfer Agent: Continental Stock Transfer & Trust Co. 

 
 Company Website 
 
About RedChip  
RedChip Companies, an Inc. 5000 company, is an international small-cap research, investor relations, and media company headquartered in Orlando, Florida; with 

affiliate offices in San Francisco, Pittsburgh, and Seoul. RedChip delivers concrete, measurable results for its clients through its extensive global network of small-

cap institutional and retail investors. RedChip has developed the most comprehensive platform of products and services for small-cap companies, including: 

RedChip Research(TM), Traditional Investor Relations, Digital Investor Relations, Institutional and Retail Conferences, "The RedChip Money Report"(TM) television 

show, Shareholder Intelligence, Social Media and Blogging Services, and Webcasts. RedChip is not a FINRA member or registered broker/dealer. 
 
RedChip Companies, Inc. research reports, company profiles and other investor relations materials, publications or presentations, including web content, are based 

on data obtained from sources we believe to be reliable but are not guaranteed as to accuracy and are not purported to be complete. As such, the information 

should not be construed as advice designed to meet the particular investment needs of any investor. Any opinions expressed in RedChip reports, company profiles, 

or other investor relations materials and presentations are subject to change. RedChip Companies and its affiliates may buy and sell shares of securities or options 

of the issuers mentioned on this website at any time. 
 
The information contained herein is not intended to be used as the basis for investment decisions and should not be construed as advice intended to meet the 

particular investment needs of any investor. The information contained herein is not a representation or warranty and is not an offer or solicitation of an offer to buy 

or sell any security. To the fullest extent of the law, RedChip Companies, Inc., our specialists, advisors, and partners will not be liable to any person or entity for 

the quality, accuracy, completeness, reliability or timeliness of the information provided, or for any direct, indirect, consequential, incidental, special or punitive 

damages that may arise out of the use of information provided to any person or entity (including but not limited to lost profits, loss of opportunities, trading losses 

and damages that may result from any inaccuracy or incompleteness of this information). 
 
Stock market investing is inherently risky. RedChip Companies is not responsible for any gains or losses that result from the opinions expressed on this website, 

in its research reports, company profiles or in other investor relations materials or presentations that it publishes electronically or in print. 
 
We strongly encourage all investors to conduct their own research before making any investment decision. For more information on stock market investing, visit 
the Securities and Exchange Commission ("SEC") at www.sec.gov. 
 
Cancer Genetics, Inc. (CGIX) is a client of RedChip Companies, Inc. CGIX has agreed to pay RedChip a monthly cash fee for twelve (12) months of RedChip 
investor awareness services. 

 

Investor awareness services and programs are designed to help small-cap companies communicate their investment characteristics. RedChip investor 

awareness services include the preparation of a research profile(s), multimedia marketing, and other awareness services 

 

Company Contact Info:  
Cancer Genetics, Inc.  
201 Route 17 North, 2nd Floor 
Rutherford, NJ 07070  
(201) 528-9200  
 www.cancergenetics.com 
 
 
Investor Contact Info:  
RedChip Companies, Inc.  
1017 Maitland Center Commons Blvd. Maitland, FL 32751  
(407) 644-4256  www.redchip.com 
 

http://www.cancergenetics.com/
http://www.cancergenetics.com/
http://www.redchip.com/

