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PART
I. FINANCIAL INFORMATION

 
INTERPACE
BIOSCIENCES, INC.

CONDENSED
CONSOLIDATED BALANCE SHEETS
(in
thousands, except share and per share data)

 
   June
30,     December
31,  
   2022     2021  
   (unaudited)        

ASSETS              
Current
assets:              

Cash
and cash equivalents   $ 1,865    $ 3,064 
Restricted
cash     250      250 
Accounts
receivable, net of allowance for doubtful accounts of $72
and $72, respectively     6,446      6,158 
Other
current assets     2,697      2,694 

Total
current assets     11,258      12,166 
Property
and equipment, net     5,970      6,349 
Other
intangible assets, net     6,215      7,287 
Goodwill     8,433      8,433 
Operating
lease right of use assets     3,483      4,032 
Other
long-term assets     129      160 

Total
assets   $ 35,488    $ 38,427 
              

LIABILITIES
AND STOCKHOLDERS’ DEFICIT              
Current
liabilities:              

Accounts
payable   $ 3,522    $ 2,694 
Accrued
salary and bonus     3,368      3,024 
Other
accrued expenses     8,793      9,198 
Convertible
debt     2,000      - 
Current
liabilities from discontinued operations     766      766 

Total
current liabilities     18,449      15,682 
Contingent
consideration     762      1,383 
Operating
lease liabilities, net of current portion     2,691      3,154 
Line of credit     2,500      1,500 
Note
payable at fair value     7,782      7,942 
Other
long-term liabilities     4,720      4,648 

Total
liabilities     36,904      34,309 
               
Commitments
and contingencies (Note 8)              

              
Redeemable
preferred stock, $.01 par value; 5,000,000 shares authorized,
47,000 shares Series B issued and outstanding

 
 

 
 

 
46,536

 
 

 
 

 
 

 
46,536

 
 

              
Stockholders’
deficit:              

Common
stock, $.01 par value; 100,000,000 shares authorized;
4,277,317 and 4,228,169 shares issued, respectively;
4,229,948 and 4,195,412 shares outstanding, respectively

 
 
 

 
 
 

 
 

404

 
 
 

 
 
 

 
 
 

 
 

403

 
 
 

Additional
paid-in capital     186,823      186,106 
Accumulated
deficit     (233,245)     (227,059)
Treasury
stock, at cost (47,369 and 32,757 shares, respectively)     (1,934)     (1,868)

Total
stockholders’ deficit     (47,952)     (42,418)
Total
liabilities and stockholders’ deficit     (11,048)     (8,109)

               
Total
liabilities, preferred stock and stockholders’ deficit   $ 35,488    $ 38,427 

 
The
accompanying notes are an integral part of these condensed consolidated financial statements
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INTERPACE
BIOSCIENCES, INC.
CONDENSED
CONSOLIDATED STATEMENTS OF OPERATIONS

(unaudited,
in thousands, except for per share data)
 

    Three
Months Ended June 30,     Six
Months Ended June 30,  
    2022     2021     2022     2021  
                         
Revenue,
net   $ 9,351    $ 11,155    $ 19,728    $ 20,989 
Cost
of revenue (excluding amortization of $535 and $1,112 for the
three months and $1,071 and $2,224 for the six months, respectively)     5,850      5,800      11,234      11,116 

Gross
profit     3,501      5,355      8,494      9,873 
Operating
expenses:                            

Sales
and marketing     2,774      2,776      5,190      5,128 
Research
and development     267      424      566      1,060 
General
and administrative     3,907      3,326      7,597      6,362 
Transition
expense     61      858      146      2,111 
Gain
on DiamiR transaction     -      (235)     -      (235)
Acquisition
related amortization expense     535      1,112      1,071      2,224 
Change
in fair value of contingent consideration     (311)     -      (311)     (57)

Total
operating expenses     7,233      8,261      14,259      16,593 
                             

Operating
loss     (3,732)     (2,906)     (5,765)     (6,720)
Interest
accretion expense     36      (135)     (85)     (270)
Related
party interest     -      (163)     -      (308)
Note
payable interest     (210)     -      (390)     - 
Other
income (expense), net     35      (168)     194      (212)

Loss
from continuing operations before tax     (3,871)     (3,372)     (6,046)     (7,510)
Provision
for income taxes     16      16      34      31 

Loss
from continuing operations     (3,887)     (3,388)     (6,080)     (7,541)
                             
Loss
from discontinued operations, net of tax     (52)     (58)     (106)     (112)
                             

Net
loss   $ (3,939)   $ (3,446)   $ (6,186)   $ (7,653)
                             
Basic
and diluted loss per share of common stock:                            

From
continuing operations   $ (0.92)   $ (0.83)   $ (1.44)   $ (1.84)
From
discontinued operations     (0.01)     (0.01)     (0.03)     (0.03)

Net
loss per basic and diluted share of common stock   $ (0.93)   $ (0.84)   $ (1.47)   $ (1.87)
Weighted average number
of common shares and
common share equivalents outstanding:

 
 

 
 

 
 
 
 

 
 

 
 

 
 
 
 

 
 

 
 

 
 
 
 

 
 

 
 

 
 
 
 

Basic     4,229      4,102      4,219      4,095 
Diluted     4,229      4,102      4,219      4,095 

 
The
accompanying notes are an integral part of these condensed consolidated financial statements
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INTERPACE
BIOSCIENCES, INC.
CONDENSED
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT

(unaudited,
in thousands)
 

    For
The Three and Six     For
The Three and Six  
    Months
Ended     Months
Ended  
    June
30, 2022     June
30, 2021  
    Shares     Amount     Shares     Amount  
Common
stock:                            
Balance
at January 1     4,228    $ 403      4,075    $ 402 

Common
stock issued     35      1      9      - 
Restricted
stock issued     -      -      12      - 
Common
stock issued through ESPP     9      -      36      - 

Balance at March
31     4,272      404      4,132      402 
Common
stock issued     5      -      10      - 

Balance at June 30     4,277      404      4,142      402 
Treasury
stock:                            
Balance at January
1     33      (1,868)     20      (1,773)

Treasury
stock purchased     13      (60)     -      - 
Balance at March
31     46      (1,928)     20      (1,773)

Treasury
stock purchased     1      (6)     -      - 
Balance at June 30     47      (1,934)     20      (1,773)
Additional
paid-in capital:                            
Balance at January
1            186,106             184,404 

Common
stock issued            58             108 
Stock-based
compensation expense            325             286 

Balance at March
31            186,489             184,798 
Stock-based
compensation expense            334             551 

Balance at June 30            186,823             185,349 
Accumulated
deficit:                            
Balance at January
1            (227,059)            (212,116)

Net
loss            (2,247)            (4,207)
Balance at March
31            (229,306)            (216,323)

Net
loss            (3,939)            (3,446)
Balance
at June 30            (233,245)            (219,769)
                             
Total
stockholders’ deficit          $ (47,952)          $ (35,791)

 
The
accompanying notes are an integral part of these condensed consolidated financial statements.
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INTERPACE
BIOSCIENCES, INC.
CONDENSED
CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited,
in thousands)
 

  For
The Six Months Ended June 30,  
    2022     2021  
             
Cash
Flows From Operating Activities              
Net
loss   $ (6,186)   $ (7,653)
Adjustments
to reconcile net loss to net cash used in operating activities:  

Depreciation
and amortization     1,571      2,943 
Interest
accretion expense     85      270 
Bad
debt recovery     -      (140)
Mark
to market on warrants     (68)     209 
Amortization
of deferred financing fees     31      88 
Interest
- note payable     -      220 
Stock-based
compensation     613      777 
ESPP
expense     46      60 
Change
in fair value of note payable     (160)     - 
Change
in fair value of contingent consideration     (311)     (57)
Gain
on DiamiR transaction            (235)
Other
gains and expenses, net     -      (2)

Changes
in operating assets and liabilities:              
(Increase)
decrease in accounts receivable     (288)     841 
Increase
in other current assets     (3)     (548)
Increase
(decrease) in accounts payable     794      (2,032)
Increase
(decrease) in accrued salaries and bonus     278      (719)
Decrease
in accrued liabilities     (646)     (802)
Increase
(decrease) in long-term liabilities     72      (45)

Net
cash used in operating activities     (4,172)     (6,825)
               
Cash
Flows From Investing Activity              

Purchase
of property and equipment     (86)     (48)
Sale
of property and equipment     -      39 

Net
cash used in investing activities     (86)     (9)
               
Cash
Flows From Financing Activities              

Issuance
of common stock, net of expenses     59      108 
Loan
proceeds - related parties     -      7,500 
Financing
fees - related party     -      (105)
Proceeds
from convertible debt     2,000      - 
Borrowings
on line of credit     1,000      - 

Net
cash provided by financing activities     3,059      7,503 
               
Net
(decrease) increase in cash, cash equivalents and restricted cash     (1,199)     669 
Cash,
cash equivalents and restricted cash – beginning     3,314      3,372 
Cash,
cash equivalents and restricted cash – ending   $ 2,115    $ 4,041 
 

The
accompanying notes are an integral part of these condensed consolidated financial statements.
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INTERPACE
BIOSCIENCES, INC.
NOTES
TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(Tabular
information in thousands, except per share amounts)
 
1. OVERVIEW
 

Nature
of Business
 
Interpace
Biosciences, Inc. (“Interpace” or the “Company”) enables personalized medicine, offering specialized services
along the therapeutic value chain from early
diagnosis and prognostic planning to targeted therapeutic applications and pharma services.
 The Company provides molecular diagnostics, bioinformatics and
pathology services for evaluation of risk of cancer by leveraging the
latest technology in personalized medicine for improved patient diagnosis and management. The
Company also provides pharmacogenomics
 testing, genotyping, biorepository and other specialized services to the pharmaceutical and biotech industries. The
Company advances
personalized medicine by partnering with pharmaceutical, academic, and technology leaders to effectively integrate pharmacogenomics into
their
drug development and clinical trial programs.
 
COVID-19
pandemic
 
There
continues to be widespread impact from the COVID-19 pandemic. Beginning in the first quarter of 2021, there has been a trend in many
parts of the world of
increasing availability and administration of vaccines against COVID-19, as well as an easing of restrictions
on social, business, travel and government activities and
functions. On the other hand, infection rates and regulations continue to
fluctuate in various regions and there are ongoing global impacts resulting from the pandemic,
including challenges and increases in
costs for logistics and supply chains. We have also previously been affected by temporary laboratory closures,
employment and
compensation adjustments and impediments to administrative activities. The level and nature of the disruption caused
by COVID-19 is unpredictable, may be cyclical
and long-lasting and may vary from location to location.
 
In
 addition, we have experienced and are experiencing varying levels of inflation resulting in part from various supply chain disruptions,
 increased shipping and
transportation costs, increased raw material and labor costs and other disruptions caused by the COVID-19 pandemic
and general global economic conditions.
 
The
continuing impact that the COVID-19 pandemic will have on our operations, including duration, severity and scope, remains highly uncertain
and cannot be fully
predicted at this time. While we believe we have generally recovered from the adverse impact that the COVID-19 pandemic
had on our business during 2020, we
believe that the COVID-19 pandemic could continue to adversely impact our results of operations,
cash flows and financial condition in the future.
 
We
continue to monitor the COVID-19 pandemic and the guidance that is being provided by relevant federal, state and local public health
authorities and may take
additional actions based upon their recommendations. It is possible that we may have to make adjustments to
our operating plans in reaction to developments that are
beyond our control.
 
Transition
costs
 
Transition
expenses are primarily related to the Rutherford, New Jersey lab closing and subsequent move to Morrisville, North Carolina, which was
completed during
the first half of Fiscal 2021, as well as other cost-saving initiatives consisting primarily of reductions in headcount
 and the implementation of a new laboratory
information system. To optimize the operations of laboratory operations within our pharma
 services, we transitioned activities from the Rutherford facility to our
Morrisville facility. The transition included the transfer of
personnel, expansion of the Morrisville facility and validation of transferred processes.
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2. BASIS
OF PRESENTATION

 
The
accompanying unaudited interim condensed consolidated financial statements and related notes (the “Interim Financial Statements”)
should be read in conjunction
with the consolidated financial statements of the Company and its wholly-owned subsidiaries (Interpace
Diagnostics Lab Inc., Interpace Diagnostics Corporation,
Interpace Pharma Solutions, Inc. and Interpace Diagnostics, LLC), and related
notes as included in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2021, as filed with the Securities
& Exchange Commission (“SEC”) on March 31, 2022 and as amended on April 29, 2022.
 
The
Interim Financial Statements of the Company have been prepared in accordance with generally accepted accounting principles in the United
States (“GAAP”) for
interim financial reporting and the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly,
they do not include all of the information and footnotes
required by GAAP for complete financial statements. The Interim Financial Statements
include all normal recurring adjustments that, in the judgment of management,
are necessary for a fair presentation of such interim financial
statements. Discontinued operations include the Company’s wholly owned subsidiaries: Group DCA,
LLC, InServe Support Solutions;
 and TVG, Inc. and its Commercial Services business unit which was sold on December 22, 2015. All significant intercompany
balances and
transactions have been eliminated in consolidation. Operating results for the six-month period ended June 30, 2022 are not necessarily
indicative of the
results that may be expected for the fiscal year ending December 31, 2022.
 

3. GOING
CONCERN
 
The
 accompanying consolidated financial statements have been prepared on a basis that assumes that the Company will continue as a going concern
 and that
contemplates the continuity of operations, the realization of assets and the satisfaction of liabilities and commitments in
the normal course of business. Accordingly,
the accompanying consolidated financial statements do not include any adjustments relating
 to the recoverability and classification of recorded asset amounts or
amounts of liabilities that might result from the outcome of this
uncertainty.
 
In
October 2021, the Company entered into a $7.5
million revolving credit facility with Comerica.
See Note 18, Revolving Line of Credit, for more details. In addition,
also in October 2021, the Company entered into the $8.0
 million BroadOak Term Loan, the proceeds of which
 were used to repay in full at their maturity the
Ampersand Note and the 1315 Capital Note. In May 2022, the Company entered into a Convertible
Note agreement with BroadOak for an additional $2.0
million,
which was converted into a subordinated
term loan and was added to the outstanding BroadOak Loan balance. See Note 14, Notes Payable, for more details.
 
In
January 2022, the Company’s registration statement for a rights offering filed with the Securities and Exchange Commission
(SEC) became effective; however, the
rights offering was subsequently terminated later in January 2022 when the Company announced
that the Centers for Medicare & Medicaid Services, or CMS, issued a
new billing policy whereby CMS will no longer reimburse for
 the use of the Company’s ThyGeNEXT® and ThyraMIR® tests when billed together by the same
provider/supplier for the same beneficiary on the same date of service. On February 28, 2022, the Company announced that the
National Correct Coding Initiative
(NCCI) program issued a response on behalf of CMS stating that the January 2022 billing policy
reimbursement change for ThyGeNEXT® (0245U) and ThyraMIR®

(0018U) tests has been retroactively
reversed to January 1, 2022. In May 2022, the Company was notified by CMS/NCCI that processing of claims for dates of service
after
 January 1, 2022 would be completed beginning July 1, 2022. However, on June 9, 2022, the Company was notified that Novitas re-priced
 ThyGeNEXT®

(0245U) from $2,919 to
 $806.59 retroactively
 effective to January 1, 2022. On July 20, 2022 the Clinical Diagnostic Laboratory Tests (CDLT) Advisory Panel
affirmed a gapfill
price of $806.59.
As a result of the ThyGeNEXT pricing change, the Company reduced its net realizable value, or NRV rates for ThyGeNEXT
Medicare
billing to reflect the $806.59 pricing
for tests performed during the second quarter of 2022. In addition, in order to reflect the retroactive pricing change to
January 1,
2022, the Company recorded an NRV adjustment of $0.7 million
during the second quarter of 2022 to reduce revenue recorded during the first quarter of
2022. During July 2022, the Company began
implementing cost-savings initiatives including a reduction in headcount and incidental expenses and a freeze on all non-
essential
travel and hiring.
 
For
the six months ended June 30, 2022, we had an operating loss of $5.8
million. As of June 30, 2022, we had cash, cash
equivalents and restricted cash of $2.1
million, total current assets of $11.3
million and current liabilities of $18.4
million. As of August 5, 2022, we had approximately
 $2.0 million
 of cash on hand,
excluding restricted cash.

 
We
will not generate positive cash flows from operations for the year ending December 31, 2022. We intend to meet our ongoing capital
needs by using our available
cash and availability under the Comerica Loan Agreement, as well as through targeted revenue growth and
margin improvement; collection of accounts receivable;
containment of costs; and the potential use of other financing options and other strategic alternatives.
However, if we are unable to meet the financial covenants under
the Comerica Loan Agreement, the revolving line of credit and notes
payable will become due and payable immediately.
 
The
 Company is currently exploring various strategic alternatives, dilutive and non-dilutive sources of funding, including equity and debt
 financings, strategic
alliances, business development and other sources in order to provide additional liquidity. With the Company’s
delisting from Nasdaq in February 2021, its ability to
raise additional capital on terms acceptable to the Company has been adversely
impacted. There can be no assurance that the Company will be successful in obtaining
such funding on terms acceptable to the Company.
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Management
has determined that certain factors raise substantial doubt about our ability to continue as a going concern. As of the date of this
filing, the Company
currently anticipates that current cash and cash equivalents will be insufficient to meet its anticipated cash
requirements through the next twelve months. These factors
include inadequate liquidity to sustain operations, our substantial
 debts, margin deterioration and volatility, and historic net losses. Our consolidated financial
statements assume we will continue
as a going concern and do not include any adjustments that might result from the outcome of this uncertainty. Our ability to
continue as a going concern depends on having working capital for vendor payments, meeting short-term obligations on other accrued
liabilities, and amongst other
requirements, making interest payments on our debt obligations. Without positive operating margins
and sufficient working capital and the ability to meet our debt
obligations, our business will be jeopardized and we may not be able
to continue in our current structure, if at all. Under these circumstances, we would likely have to
consider other options, such as selling assets, raising additional debt or equity capital, cutting costs or otherwise reducing our
cash requirements, or negotiating with
our creditors to restructure our applicable obligations, including the potential filing of a
petition for relief under the United States Bankruptcy Code (the “Bankruptcy
Code”). Such a filing
would subject us to the risks and uncertainties associated with bankruptcy filing proceedings and may place investors in our stock at
significant
risk of losing some or all of their investment. In a bankruptcy, holders of our common stock will be subordinated to our
Series B Preferred Stock, which is likely to
increase the risk of total loss of investment for holders of our common stock. A
bankruptcy filing by us could cause a material adverse effect on our business, financial
condition, results of operations and
liquidity.
 

4. SUMMARY
OF SIGNIFICANT ACCOUNTING POLICIES
 

Accounting
Estimates
 
The
preparation of condensed consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions
 that affect the
amounts of assets and liabilities reported 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. Management’s estimates are based on historical
experience, facts and circumstances available at the time, and various other
assumptions that are believed to be reasonable under the
circumstances. Significant estimates include accounting for valuation allowances related to deferred income
taxes, contingent consideration,
allowances for doubtful accounts, revenue recognition, unrecognized tax benefits, and asset impairments involving other intangible
assets.
The Company periodically reviews these matters and reflects changes in estimates in earnings as appropriate. Actual results could materially
differ from those
estimates.
 
Revenue
Recognition
 
Our
 clinical services derive its revenues from the performance of its proprietary assays or tests. The Company’s performance obligation
 is fulfilled upon the
completion, review and release of test results to the customer. The Company subsequently bills third-party payers
or direct-bill payers for the tests performed. Under
Accounting Standards Codification 606, revenue is recognized based on the estimated
transaction price or net realizable value, which is determined based on historical
collection rates by each payer category for each proprietary
test offered by the Company. To the extent the transaction price includes variable consideration, for all
third party and direct-bill
payers and proprietary tests, the Company estimates the amount of variable consideration that should be included in the transaction price
using the expected value method based on historical experience.
 
For
our clinical services, we regularly review the ultimate amounts received from the third-party and direct-bill payers and related estimated
reimbursement rates and
adjust the NRV’s and related contractual allowances accordingly. If actual collections and related NRV’s
vary significantly from our estimates, we will adjust the
estimates of contractual allowances, which affects net revenue in the period
such variances become known. The Company recorded an NRV adjustment of $0.7 million
as a reduction of revenue during the second quarter
of 2022 to record the impact on revenue recorded during the first quarter of 2022. See Note 3, Going Concern, for
more details.
 
For
our pharma services, project level activities, including study setup and project management, are satisfied over the life of the contract
while performance-related
obligations are satisfied at a point in time as the Company processes samples delivered by the customer. Revenues
are recognized at a point in time when the test
results or other deliverables are reported to the customer.

 
9



 
 

Financing
and Payment
 
For
non-Medicare claims, our payment terms vary by payer category. Payment terms for direct-payers in our clinical services are typically
 thirty days and in our
pharma services, up to sixty days. Commercial third-party-payers are required to respond to a claim within a time
 period established by their respective state
regulations, generally between thirty to sixty days. However, payment for commercial third-party
claims may be subject to a denial and appeal process, which could
take up to two years in some instances where multiple appeals are submitted.
The Company generally appeals all denials from commercial third-party payers. We bill
Medicare directly for tests performed for Medicare
patients and must accept Medicare’s fee schedule for the covered tests as payment in full.
 
Costs
to Obtain or Fulfill a Customer Contract
 
Sales
commissions are expensed in the period in which they have been earned. These costs are recorded in sales and marketing expense in the
condensed consolidated
statements of operations.
 
Accounts
Receivable
 
The
Company’s accounts receivable represent unconditional rights to consideration and are generated using its clinical services and
pharma services. The Company’s
clinical services are fulfilled upon completion of the test, review and release of the test results.
In conjunction with fulfilling these services, the Company bills the
third-party payer or direct-bill payer. Contractual adjustments
represent the difference between the list prices and the reimbursement rates set by third-party payers,
including Medicare, commercial
payers, and amounts billed to direct-bill payers. Specific accounts may be written off after several appeals, which in some cases may
take longer than twelve months. Pharma services represent, primarily, the performance of laboratory tests in support of clinical trials
for pharma services customers.
The Company bills these services directly to the customer.
 
Leases
 
The
Company determines if an arrangement contains a lease in whole or in part at the inception of the contract. Right-of-use (“ROU”)
assets represent the Company’s
right to use an underlying asset for the lease term while lease liabilities represent our obligation
to make lease payments arising from the lease. All leases with terms
greater than twelve months result in the recognition of a ROU asset
and a liability at the lease commencement date based on the present value of the lease payments
over the lease term. Unless a lease provides
all of the information required to determine the implicit interest rate, we use our incremental borrowing rate based on the
information
available at the commencement date in determining the present value of the lease payments. We use the implicit interest rate in the lease
when readily
determinable.
 
Our
lease terms include all non-cancelable periods and may include options to extend (or to not terminate) the lease when it is reasonably
certain that we will exercise
that option. Leases with terms of twelve months or less at the commencement date are expensed on a straight-line
basis over the lease term and do not result in the
recognition of an asset or liability. See Note 7, Leases.
 
Other
Current Assets
 
Other
current assets consisted of the following as of June 30, 2022 and December 31, 2021:
 
    June
30, 2022     December
31, 2021  
    (unaudited)        
Lab
supply inventory   $ 2,007    $ 1,786 
Prepaid
expenses     582      800 
Other     108      108 

Total
other current assets   $ 2,697    $ 2,694 
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Long-Lived
Assets, including Finite-Lived Intangible Assets
 
Finite-lived
intangible assets are stated at cost less accumulated amortization. Amortization of finite-lived acquired intangible assets is recognized
on a straight-line
basis, using the estimated useful lives of the assets of approximately two years to ten years in acquisition-related
amortization expense in the condensed consolidated
statements of operations.
 
The
Company reviews the recoverability of long-lived assets and finite-lived intangible assets whenever events or changes in circumstances
indicate that the carrying
value of such assets may not be recoverable. If the sum of the expected future undiscounted cash flows is
less than the carrying amount of the asset, an impairment loss
is recognized by reducing the recorded value of the asset to its fair
value measured by future discounted cash flows. This analysis requires estimates of the amount and
timing of projected cash flows and,
where applicable, judgments associated with, among other factors, the appropriate discount rate. Such estimates are critical in
determining
whether any impairment charge should be recorded and the amount of such charge if an impairment loss is deemed to be necessary.
 
Basic
and Diluted Net Loss per Share
 
A
reconciliation of the number of shares of common stock, par value $0.01 per share, used in the calculation of basic and diluted loss
per share for the three- and six-
month periods ended June 30, 2022 and 2021 is as follows:
 
    Three
Months     Six
Months Ended  
    Ended
June 30,     June
30,  
    2022     2021     2022     2021  
    (unaudited)     (unaudited)  

Basic weighted
average number of common shares    
 
  4,229

 
     

 
   4,102

 
     

 
  4,219

 
     

 
   4,095

 
 

Potential
dilutive effect of stock-based awards     -      -      -      - 

Diluted weighted average
number of common shares     4,229
 
       4,102

 
     

 
  4,219

 
     

 
   4,095

 
 

 
The
Company’s Series B Redeemable Preferred Stock, on an as converted basis into common stock of 7,833,334 shares for the three- and
six-months ended June 30,
2022, and the following outstanding stock-based awards and warrants, were excluded from the computation of
the effect of dilutive securities on loss per share for the
following periods as they would have been anti-dilutive (rounded to thousands):
 

    Three
Months     Six
Months Ended  
    Ended
June 30,     June
30,  
    2022     2021     2022     2021  
    (unaudited)     (unaudited)  
Options     641      747      641      747 
Restricted
stock units (RSUs)     351      373      351      373 
Warrants     63      1,405      63      1,405 
      1,055      2,525      1,055      2,525 
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5. GOODWILL
AND OTHER INTANGIBLE ASSETS
 

Goodwill
is attributable to the acquisition of our pharma services in July 2019. The carrying value of the intangible assets acquired was $15.6
million, with goodwill of
approximately $8.3 million and identifiable intangible assets of approximately $7.3 million. The goodwill balance
at June 30, 2022 was $8.4 million. The net carrying
value of the identifiable intangible assets from all acquisitions as of June 30,
2022 and December 31, 2021 are as follows:

  

         
As
of June 30,

2022    
As
of December

31, 2021  
    Life     Carrying     Carrying  
    (Years)     Amount     Amount  
          (unaudited)        
Asuragen
acquisition:                      

Thyroid     9     $ 8,519    $ 8,519 
RedPath
acquisition:                      

Pancreas
test     7       16,141      16,141 
Barrett’s
test     9       6,682      6,682 

BioPharma
acquisition:                      
Trademarks     10       1,600      1,600 
Customer
relationships     8       5,700      5,700 

                       
CLIA
Lab     2.3       609      609 
                       
Total           $ 39,251    $ 39,251 
                       
Accumulated
Amortization             (33,036)     (31,964)
                       
Net
Carrying Value           $ 6,215    $ 7,287 

 
Amortization
expense was approximately $0.5 million and $1.1 million for the three-month periods ended June 30, 2022 and 2021, and $1.1 million and
$2.2 million
for the six-month periods ended June 30, 2022 and 2021, respectively. Estimated amortization expense for the remainder of
2022 and the next four years is as follows:
 

2022     2023     2024     2025     2026  
                                
$ 1,071    $ 1,734    $ 873    $ 873    $ 873 

 
The
following table displays a roll forward of the carrying amount of goodwill from December 31, 2021 to June 30, 2022:

 
    Carrying  
    Amount  

Balance
as of December 31, 2021   $ 8,433 
Adjustments     - 
Balance
as of June 30, 2022   $ 8,433 
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6. FAIR
VALUE MEASUREMENTS
 

Cash
and cash equivalents, accounts receivable and accounts payable approximate fair value due to their relative short-term nature. The Company’s
financial liabilities
reflected at fair value in the condensed consolidated financial statements include contingent consideration, warrant
liability and note payable. Fair value is the price
that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. In determining fair
value, the Company uses various methods including
market, income and cost approaches. Based on these approaches, the Company often utilizes certain assumptions
that market participants
would use in pricing the asset or liability, including assumptions about risk and/or the risks inherent in the inputs to the valuation
technique.
These inputs can be readily observable, market-corroborated, or generally unobservable inputs. The Company utilizes valuation
techniques that maximize the use of
observable inputs and minimize the use of unobservable inputs. Based upon observable inputs used
in the valuation techniques, the Company is required to provide
information according to the fair value hierarchy. The fair value hierarchy
ranks the quality and reliability of the information used to determine fair values into three
broad levels as follows:
 

  Level
1: Valuations
for assets and liabilities traded in active markets from readily available pricing sources for market transactions involving identical
assets or
liabilities.

     
  Level
2: Valuations
for assets and liabilities traded in less active dealer or broker markets. Valuations are obtained from third-party pricing services
for identical or

similar assets or liabilities.
     
  Level
3: Valuations
incorporate certain assumptions and projections in determining the fair value assigned to such assets or liabilities.

 
In
 instances where the determination of the fair value measurement is based on inputs from different levels of the fair value hierarchy,
 the level in the fair value
hierarchy within which the entire fair value measurement falls is based on the lowest level input that is
significant to the fair value measurement in its entirety. The
Company’s assessment of the significance of a particular input to
the fair value measurement in its entirety requires judgment and considers factors specific to the asset
or liability. The valuation
methodologies used for the Company’s financial instruments measured on a recurring basis at fair value, including the general classification
of such instruments pursuant to the valuation hierarchy, is set forth in the tables below:
 

    As
of June 30, 2022     Fair
Value Measurements  
    Carrying     Fair     As
of June 30, 2022  
    Amount     Value     Level
1     Level
2     Level
3  
                (unaudited)              
Liabilities:                              
Contingent
consideration:                                   

Asuragen
(1)   $ 1,281    $ 1,281    $ -    $ -    $ 1,281 
Other
accrued expenses:                                   

Warrant
liability (2)     3      3      -      -      3 
Note
payable:                                   

BroadOak
loan     7,782      7,782      -      -      7,782 
BroadOak
convertible note     2,000      2,000      -      -      2,000 

    $ 11,066    $ 11,066    $ -    $ -    $ 11,066 
 
(1)(2) See
Note 9, Accrued Expenses and Long-Term Liabilities
 

    As
of December 31, 2021     Fair
Value Measurements  
    Carrying     Fair     As
of December 31, 2021  
    Amount     Value     Level
1     Level
2     Level
3  

Liabilities:                                   
Contingent
consideration:                                   

Asuragen
(1)   $ 1,871    $ 1,871    $ -    $ -    $ 1,871 
Other
accrued expenses:                                   

Warrant
liability (2)     71      71      -      -      71 
Note
payable:                                   

BroadOak
loan     7,942      7,942      -      -      7,942 
   $ 9,884    $ 9,884    $ -    $ -    $ 9,884 

 
13



 
 
(1)(2) See
Note 9, Accrued Expenses and Long-Term Liabilities

 
In
connection with the acquisition of certain assets from Asuragen, Inc., the Company recorded contingent consideration related to contingent
payments and other
revenue-based payments. The Company determined the fair value of the contingent consideration based on a probability-weighted
 income approach derived from
revenue estimates. The fair value measurement is based on significant inputs not observable in the market
and thus represents a Level 3 measurement.
 
In
 connection with the BroadOak loan, the Company records the loan at fair value. The fair value of the loan is determined by a probability-weighted
 approach
regarding the loan’s change in control feature. See Note 14, Notes Payable, for more details. The fair value measurement
is based on the estimated probability of a
change in control and thus represents a Level 3 measurement.

 
A
roll forward of the carrying value of the Contingent Consideration Liability, 2017 Underwriters’ Warrants and BroadOak Loans to
June 30, 2022 is as follows:
  
                            Adjustment        

   
December
31,

2021     Issued     Earned    

Accretion/
Interest
Accrued    

to
Fair Value/
Mark
to
Market     June
30, 2022 

    (unaudited)  
Asuragen   $ 1,871          $ (364)   $ 85    $ (311)   $ 1,281 
                                           
Underwriters
Warrants     71             -      -      (68)     3 
                                           
BroadOak
Loan     7,942             -      -      (160)     7,782 
                                           
BroadOak
Convertible Note     -      2,000      -      -      -      2,000 
    $ 9,884    $ 2,000    $ (364)   $ 85    $ (539)   $ 11,066 
 
Certain
 of the Company’s non-financial assets, such as other intangible assets and goodwill, are measured at fair value on a nonrecurring
 basis when there is an
indicator of impairment and recorded at fair value only when an impairment charge is recognized.

 
7. LEASES
 

Finance
lease assets are included in fixed assets, net of accumulated depreciation.
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The
table below presents the lease-related assets and liabilities recorded in the Condensed Consolidated Balance Sheet:
  
    Classification
on the Balance Sheet   June
30, 2022  
        (unaudited)  
Assets           
Financing
lease assets   Property
and equipment, net   $ 620 
Operating
lease assets   Operating
lease right of use assets     3,483 
Total
lease assets       $ 4,103 
            
Liabilities           
Current           

Financing
lease liabilities   Other
accrued expenses   $ 68 
Operating
lease liabilities   Other
accrued expenses     963 

Total
current lease liabilities       $ 1,031 
Noncurrent           

Financing
lease liabilities   Other
long-term liabilities     24 
Operating
lease liabilities   Operating
lease liabilities, net of current portion     2,691 

Total
long-term lease liabilities         2,715 
Total
lease liabilities       $ 3,746 
 
The
weighted average remaining lease term for the Company’s operating leases was 6.3 years as of June 30, 2022 and the weighted average
discount rate for those
leases was 6.5%. The Company’s operating lease expenses are recorded within “Cost of revenue”
and “General and administrative expenses.”

 
The
table below reconciles the cash flows to the lease liabilities recorded on the Company’s Condensed Consolidated Balance Sheet as
of June 30, 2022:
  
    Operating
Leases     Financing
Leases  
2022   $ 626    $ 36 
2023     897      60 
2024     567      - 
2025     402      - 
2026-2030     1,924        
Total
minimum lease payments     4,416      96 
Less:
amount of lease payments representing effects of discounting     762      4 
Present
value of future minimum lease payments     3,654      92 
Less:
current obligations under leases     963      68 
Long-term
lease obligations   $ 2,691    $ 24 
 
As
of June 30, 2022, contractual operating lease obligations with terms exceeding one year and estimated minimum future rental payments
required by non-cancelable
operating leases with initial or remaining lease terms exceeding one year were as follows:
  

          Less
than     1
to 3     3
to 5     After  
    Total     1
Year     Years     Years     5
Years  

Operating
lease obligations   $ 4,416    $ 626    $ 1,464    $ 816    $ 1,510 
Total   $ 4,416    $ 626    $ 1,464    $ 816    $ 1,510 
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8. COMMITMENTS
AND CONTINGENCIES

 
Litigation
 
From
time to time, the Company may become involved in various lawsuits and legal proceedings which arise in the ordinary course of business.
When the Company is
aware of a claim or potential claim, it assesses the likelihood of any loss or exposure. If it is probable that a
 loss will result and the amount of the loss can be
reasonably estimated, the Company will record a liability for the loss. In addition
to the estimated loss, the recorded liability includes probable and estimable legal
costs associated with the claim or potential claim.
Litigation is subject to inherent uncertainties, and an adverse result in these or other matters may arise from time to
time that may
harm the Company’s business. There is no pending litigation involving the Company at this time.

 
Due
to the nature of the businesses in which the Company is engaged, it is subject to certain risks. Such risks include, among others, risk
of liability for personal injury
or death to persons using products or services that the Company promotes or commercializes. There can
be no assurance that substantial claims or liabilities will not
arise in the future due to the nature of the Company’s business
activities. There is also the risk of employment related litigation and other litigation in the ordinary
course of business.

 
The
 Company could also be held liable for errors and omissions of its employees in connection with the services it performs that are outside
 the scope of any
indemnity or insurance policy. The Company could be materially adversely affected if it were required to pay damages
or incur defense costs in connection with a
claim that is outside the scope of an indemnification agreement; if the indemnity, although
 applicable, is not performed in accordance with its terms; or if the
Company’s liability exceeds the amount of applicable insurance
or indemnity.

 
9. ACCRUED
EXPENSES AND LONG-TERM LIABILITIES

 
Other
accrued expenses consisted of the following as of June 30, 2022 and December 31, 2021:
  
    June
30, 2022     December
31, 2021  
    (unaudited)        
Accrued
royalties   $ 4,311    $ 3,890 
Contingent
consideration     520      488 
Operating
lease liability     963      1,041 
Financing
lease liability     68      79 
Deferred
revenue     18      40 
Interest
payable     89      120 
Warrant
liability     3      71 
Accrued
sales and marketing - diagnostics     41      47 
Accrued
lab costs - diagnostics     148      228 
Accrued
professional fees     782      932 
Taxes
payable     218      245 
Unclaimed
property     565      565 
All
others     1,067      1,452 

Total
other accrued expenses   $ 8,793    $ 9,198 
 

Long-term
liabilities consisted of the following as of June 30, 2022 and December 31, 2021:
  

    June
30, 2022     December
31, 2021  
    (unaudited)        
Uncertain
tax positions   $ 4,683    $ 4,577 
Deferred
revenue     13      13 
Other     24      58 

Total
other long-term liabilities   $ 4,720    $ 4,648 
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10. STOCK-BASED
COMPENSATION

 
Historically,
stock options have been granted with an exercise price equal to the market value of the common stock on the date of grant, with expiration
10 years from
the date they are granted, and generally vest over a one to three-year period for employees and members of the Board. Upon
exercise, new shares will be issued by the
Company. The restricted shares and restricted stock units (“RSUs”) granted to
Board members and employees generally have a three-year graded vesting period and
are subject to accelerated vesting and forfeiture under
certain circumstances.
 
The
following table provides the weighted average assumptions used in determining the fair value of the stock option awards granted during
the six-month periods
ended June 30, 2022 and 2021.

  
    June
30, 2022     June
30, 2021  
    (unaudited)  
Risk-free
interest rate     1.76%    0.78%
Expected
life     6.0
years      6.0
years 
Expected
volatility     129.93%    134.79%
Dividend
yield     -      - 

 
During
March 2021, the Company granted 312,500 stock options with an exercise price of $6.00 and 152,500 RSUs. The market value of the Company’s
common
stock was $5.00 at the grant date of these awards. The Company recognized approximately $0.3 million and $0.6 million of stock-based
compensation expense during
the three-month periods ended June 30, 2022 and 2021, respectively and approximately $0.7 million and $0.8
million of stock-based compensation expense during the
six-month periods ended June 30, 2022 and 2021, respectively. The following table
has a breakout of stock-based compensation expense by line item.
 
    Three
Months Ended     Six
Months Ended  
    June
30     June
30  
    2022     2021     2022     2021  
    (unaudited)     (unaudited)  
Cost
of revenue   $ 20    $ 52    $ 47    $ 102 
Sales
and marketing     42      78      86      125 
Research
and development     -      24      -      59 
General
and administrative*     272      397      526      551 
Total
stock compensation expense   $ 334    $ 551    $ 659    $ 837 

 
*Includes
ESPP expense
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11. INCOME
TAXES

 
Generally,
accounting standards require companies to provide for income taxes each quarter based on their estimate of the effective tax rate for
 the full year. The
authoritative guidance for accounting for income taxes allows use of the discrete method when it provides a better
 estimate of income tax expense. Due to the
Company’s valuation allowance position, it is the Company’s position that the
discrete method provides a more accurate estimate of income tax expense and therefore
income tax expense for the current quarter has
been presented using the discrete method. As the year progresses, the Company refines its estimate based on the facts
and circumstances
by each tax jurisdiction. The following table summarizes income tax expense on loss from continuing operations and the effective tax
rate for the
three- and six-month periods ended June 30, 2022 and 2021:
 
    Three
Months Ended     Six
Months Ended  
    June
30     June
30  
    2022     2021     2022     2021  
    (unaudited)     (unaudited)  
                         
Provision
for income tax   $ 16    $ 16    $ 34    $ 31 
Effective
income tax rate     (0.4)%    (0.5)%    (0.6)%    (0.4)%

 
Income
tax expense for both the three- and six-month periods ended June 30, 2022 and 2021 was primarily due to minimum state and local taxes.
 

12. SEGMENT
INFORMATION
 
We
operate under one segment which is the business of developing and selling clinical and pharma services.

 
13. DISCONTINUED
OPERATIONS

 
The
components of liabilities classified as discontinued operations consist of the following as of June 30, 2022 and December 31, 2021:
  

    June
30, 2022     December
31, 2021  
    (unaudited)        

             
Accrued
liabilities     766      766 
Current
liabilities from discontinued operations     766      766 

Total
liabilities   $ 766    $ 766 
 

The
table below presents the significant components of its former Commercial Services business unit’s results included within loss
from discontinued operations, net
of tax in the condensed consolidated statements of operations for the three-and six-months ended June
30, 2022 and 2021.
 
    Three
Months Ended     Six
Months Ended  
    June
30,     June
30,  
    2022     2021     2022     2021  
    (unaudited)     (unaudited)  
Income
from discontinued operations, before tax   $ -    $ -    $ -    $ - 
Income
tax expense     52      58      106      112 
Loss
from discontinued operations, net of tax   $ (52)   $ (58)   $ (106)   $ (112)
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14. NOTES
PAYABLE

 
BroadOak
Loan
 
On
October 29, 2021, the Company and its subsidiaries entered into a Loan and Security Agreement (the “BroadOak Loan Agreement”)
with BroadOak, providing for
a term loan in the aggregate principal amount of $8,000,000 (the “Term Loan”). Funding of the
Term Loan took place on November 1, 2021. The Term Loan matures
upon the earlier of (i) October 31, 2024 or (ii) the occurrence of a
change in control, and bears interest at the rate of 9% per annum. The Term Loan is secured by a
security interest in substantially all
 of the Company’s and its subsidiaries’ assets and is subordinate to the Company’s $7,500,000 revolving credit facility
 with
Comerica Bank. The Term Loan had an origination fee of 3% of the Term Loan amount, and a terminal payment equal to (i) 15% of the
original principal amount of
the Term Loan if the change of control occurs on or prior to the first anniversary of the funding of the
Term Loan, (ii) 20% of the original principal amount of the Term
Loan if the change of control occurs after the first anniversary but
on or prior to the second anniversary of the funding of the Term Loan and (iii) 30% of the original
principal amount of the Term Loan
if the change of control occurs after the second anniversary of the funding of the Term Loan, or if the Term Loan is repaid on its
maturity
date.
 
The
BroadOak Loan Agreement contains affirmative and negative restrictive covenants that are applicable from and after the date of the Term
Loan advance. These
restrictive covenants, which include restrictions on certain mergers, acquisitions, investments, encumbrances, etc.,
could adversely affect our ability to conduct our
business. The BroadOak Loan Agreement also contains customary events of default.
 
In
connection with the BroadOak Loan Agreement, the Company and its subsidiaries entered into that certain First Amendment to Loan and Security
Agreement and
Consent with Comerica, dated as of November 1, 2021 (the “Comerica Amendment”), pursuant to which Comerica
consented to the Company’s and its subsidiaries’
entry into the BroadOak Loan Agreement, and amended that certain Loan and
Security Agreement among Comerica, the Company and its subsidiaries (the “Comerica
Loan Agreement”) to, among other things,
permit the indebtedness, liens and encumbrances contemplated by the BroadOak Loan Agreement.
 
As
a condition for BroadOak to extend the Term Loan to the Company and its subsidiaries, the Company’s existing creditor, Comerica,
and BroadOak entered into that
certain Subordination and Intercreditor Agreement, dated as of November 1, 2021, pursuant to which BroadOak
agreed to subordinate all of the indebtedness and
obligations of the Company and its subsidiaries owing to BroadOak to all of the indebtedness
and obligations of the Company and its subsidiaries owing to Comerica
(the “Intercreditor Agreement”). BroadOak further agreed
to subordinate all of its respective security interests in assets or property of the Company and its subsidiaries
to Comerica’s
security interests in such assets or property. The Intercreditor Agreement provides that it is solely for the benefit of BroadOak and
Comerica and is not
for the benefit of the Company or any of its subsidiaries.

 
The
Company concluded that the Note met the definition of a “recognized financial liability” which is an acceptable financial
instrument eligible for the fair value
option under ASC 825-10-15-4, and did not meet the definition of any of the financial instruments
listed within ASC 825-10-15-5 that are not eligible for the fair value
option. The Note is not convertible and does not have any component
recorded to shareholders’ equity. Accordingly, the Company elected the fair value option for the
Note.
 
BroadOak
Convertible Note

 
On
May 5, 2022, the Company issued a Subordinated Convertible Promissory Note (the “Convertible Note”) to BroadOak, pursuant
to which BroadOak funded a term
loan in the aggregate principal amount of $2 million (the “Convertible Debt”). The Company
 is using the proceeds of the Convertible Debt for general corporate
purposes and working capital.
 
The
Convertible Note was to be converted into shares of common stock of the Company in connection with, and upon the consummation of, a private
placement
transaction pursuant to which the Company would issue common stock to certain investors, and such conversion would be subject
to the same terms and conditions
(including purchase price per share) applicable to the purchase of common stock of the Company by such
investors. Since the private placement transaction was not
consummated by August 5, 2022 (the “Maturity Date”), the Convertible
Note will be converted into an additional term loan advance under the Company’s existing
BroadOak Loan Agreement on the Maturity
Date and will thereafter be subject to the terms of the definitive financing agreements for the BroadOak Loan Agreement
until repaid
in accordance with the terms thereof. The Convertible Debt bears interest at a fixed rate of interest equal to 9.0%
per annum and is unsecured. There are no
scheduled
amortization payments prior to the Maturity Date. The Convertible Note contains customary representations and warranties and customary
events of default.
On August 5, 2022, the Convertible Note was converted into a subordinated term loan and was added to the outstanding
BroadOak Loan balance discussed above.
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In
connection with the issuance of the Convertible Note, on May 5, 2022, the Company and its subsidiaries entered into a) a consent letter
(the “Comerica Consent”)
with Comerica, pursuant to which Comerica consented to the issuance of the Convertible Note, the
 incurrence of the Convertible Debt and the conversion of the
Convertible Debt into common stock of the Company or an additional term
loan advance under the BroadOak Loan Agreement in accordance with the terms of the
Convertible Note, and b) a First Amendment to Loan
and Security Agreement and Consent (the “BroadOak Amendment”) with BroadOak, pursuant to which, among
other things, BroadOak
consented to the issuance of the Convertible Note, the incurrence of the Convertible Debt and the conversion of the Convertible Debt
 into
common stock of the Company or an additional term loan advance under the BroadOak Loan Agreement in accordance with the terms of
the Convertible Note.

 
The
Convertible Debt is subordinated in right of payment to all of the indebtedness and obligations of the Company owing to Comerica under
the Company’s existing
senior secured credit facility with Comerica. In connection with the issuance of the Convertible Note, on
May 5, 2022, the Company, BroadOak and Comerica entered
into a First Amendment to Subordination and Intercreditor Agreement (the “Intercreditor
Amendment”), pursuant to which, among other things, BroadOak agreed that
the Convertible Debt is subordinated to all of the indebtedness
and obligations of the Company owing to Comerica on the same terms and conditions applicable to the
indebtedness and obligations of the
Company under the BroadOak Loan Agreement.
 
Related
Party Secured Promissory Note
 
On
January 7, 2021, the Company entered into secured promissory notes in the amount of $3 million and $2 million with Ampersand and 1315
Capital, respectively.
On May 10, 2021, the Company amended the Ampersand Note to increase the principal amount to $4.5 million and amended
the 1315 Capital Note to increase the
principal amount to $3.0 million. The maturity dates of the Notes were the earlier of (a) June
30, 2021 and (b) the date on which all amounts become due upon the
occurrence of any event of default as defined in the Notes. On June
24, 2021, the Company and Ampersand amended the Ampersand Note to change its maturity date
to the earlier of (a) August 31, 2021 and
(b) the date on which all amounts become due upon the occurrence of any event of default as defined in the Ampersand Note.
On June 25,
2021, the Company and 1315 Capital amended the 1315 Capital Note to change its maturity date in a similar manner. On August 31, 2021,
the Company
and Ampersand amended the Ampersand Note to change its maturity date to the earlier of (a) September 30, 2021 and (b) the
date on which all amounts become due
upon the occurrence of any event of default as defined in the Ampersand Note. On August 31, 2021,
the Company and 1315 Capital amended the 1315 Capital Note to
change its maturity date in a similar manner.

 
On
September 29, 2021, the Company and Ampersand amended the Ampersand Note to change its maturity date to the earlier of (a) October 31,
2021 and (b) the date
on which all amounts become due upon the occurrence of any event of default as defined in the Ampersand Note. On
September 29, 2021, the Company and 1315
Capital amended the 1315 Capital Note to change its maturity date in a similar manner. The
Company used the proceeds of the BroadOak Term Loan discussed above
to repay in full at their maturity all outstanding indebtedness under
the promissory notes with Ampersand, dated January 7, 2021 and as last amended on September
29, 2021, in the amount of $4.5 million,
 and 1315 Capital, dated January 7, 2021 and as last amended on September 29, 2021, in the amount of $3 million,
respectively.
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15. SUPPLEMENTAL
CASH FLOW INFORMATION

 
Supplemental
Disclosures of Non Cash Activities

(in
thousands)
  

    Six
Months Ended  
    June
30,  
    2022     2021  
       

Operating              
Taxes
accrued for treasury stock purchased   $ 66    $ - 
               

Investing              
Investment
in DiamiR   $ -    $ 248 
Purchase
of property and equipment included in accounts payable     34      295 
               

Financing              
               
Accrued
financing costs   $ -    $ 238 

 
 
16. EQUITY

 
Preferred
Stock Issuance: Securities Purchase and Exchange Agreement

 
On
 January 10, 2020, the Company entered into a Securities Purchase and Exchange Agreement (the “Securities Purchase and Exchange
Agreement”) with 1315
Capital and Ampersand (collectively, the “Investors”) pursuant to which the Company agreed to
 sell to the Investors an aggregate of $20.0 million in Series B
Preferred Stock of the Company, at an issuance price per share of $1,000.
 Pursuant to the Securities Purchase and Exchange Agreement, 1315 Capital agreed to
purchase 19,000 shares of Series B Preferred Stock
 at an aggregate purchase price of $19.0 million and Ampersand agreed to purchase 1,000 shares of Series B
Preferred Stock at an aggregate
purchase price of $1.0 million.

 
In
 addition, the Company agreed to exchange $27.0 million of the Company’s existing Series A convertible preferred stock, par value
 $0.01 per share, held by
Ampersand (the “Series A Preferred Stock”), represented by 270 shares of Series A Preferred Stock
with a stated value of $100,000 per share, which represents all of
the Company’s issued and outstanding Series A Preferred Stock,
for 27,000 newly issued shares of Series B Preferred Stock (such shares of Series B Preferred Stock,
the “Exchange Shares”
and such transaction, the “Exchange”). Following the Exchange, no shares of Series A Preferred Stock remained designated,
authorized, issued
or outstanding. The Series B Preferred Stock has a conversion price of $6.00.

 
In
April 2020, the Company entered into support agreements with each of the Series B Investors, pursuant to which Ampersand and 1315 Capital,
 respectively,
consented to, and agreed to vote (by proxy or otherwise), all shares of Series B Preferred Stock registered in its name
or beneficially owned by it and/or over which it
exercises voting control as of the date of the Support Agreement and any other shares
of Series B Preferred Stock legally or beneficially held or acquired by such
Series B Investor after the date of the Support Agreement
or over which it exercises voting control, in favor of any Fundamental Action desired to be taken by the
Company as determined by the
Board. For purposes of each Support Agreement, “Fundamental Action” means any action proposed to be taken by the Company
and
set forth in Section 4(d)(i), 4(d)(ii), 4(d)(v), 4(d)(vi), 4(d)(viii) or 4(d)(ix) of the Certificate of Designation of Series B Preferred
Stock or Section 8.5.1.1, 8.5.1.2,
8.5.1.5, 8.5.1.6, 8.5.1.8 or 8.5.1.9 of the Amended and Restated Investor Rights Agreement. The support
 agreement between the Company and Ampersand was
terminated by mutual agreement on July 9, 2020; however, the support agreement entered
into with 1315 Capital remains in effect. During October 2021, Ampersand
and 1315 Capital provided consent to the Company to enter into
the Comerica Loan Agreement and the BroadOak Term Loan.
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As
of June 30, 2022 and December 31, 2021, there were 47,000 Series B issued and outstanding shares of preferred stock, respectively.
 
17. WARRANTS

 
Warrants
outstanding and warrant activity for the six-months ended June 30, 2022 are as follows:
  

Classification  
Exercise

Price     Expiration
Date    
Warrants

Issued    

Balance

December

31, 
2021    

Warrants
Exercised   

Warrants
Cancelled/

Expired    

Balance
June
30, 
2022  

                                           
Equity   $ 46.90      June
2022       85,500      85,500      -      (85,500)     - 
Equity   $ 46.90      September
2022       10,000      10,000      -      -      10,000 
Liability   $ 13.20      December
2022       57,500      53,500      -      -      53,500 
Equity   $ 12.50      June
2022       1,437,500      870,214      (9)     (870,205)     - 
Equity   $ 18.00      April
2022       320,000      320,000      -      (320,000)     - 
Equity   $ 9.40      January
2022       65,434      65,434      -      (65,434)     - 
                                                   
                     1,975,934      1,404,648      (9)     (1,341,139)     63,500 
 
As
of June 30, 2022, the weighted average exercise price of the outstanding warrants is $18.51 and the weighted average remaining contractual
life is approximately
0.4 years.
 

18. REVOLVING
LINE OF CREDIT
 
On
 October 13, 2021, the Company and its subsidiaries entered into a Loan and Security Agreement (the “Comerica Loan Agreement”)
 with Comerica Bank
(“Comerica”), providing for a revolving credit facility of up to $7,500,000 (the “Credit Facility”).
The Company may use the proceeds of the Credit Facility for
working capital and other general corporate purposes.
 
The
amount that may be borrowed under the Credit Facility is the lower of (i) the revolving limit of $7,500,000 (the “Revolving Line”)
and (ii) 80% of the Company’s
eligible accounts receivable plus an applicable non-formula amount consisting of $2,000,000 of additional
availability at close not based upon the Company’s eligible
accounts receivable, with such additional availability reducing by
$250,000 per quarter beginning with the quarter ending June 30, 2022. Borrowings on the Credit
Facility are limited to $5,000,000 until
80% of the Company’s and its subsidiaries’ customers are paying into a collection account or segregated governmental account
with Comerica. The Revolving Line can also include, at the Company’s option, credit card services with a sublimit of $300,000.
Borrowings on the Revolving Line are
subject to an interest rate equal to prime plus 0.50%, with prime being the greater of (x) Comerica’s
stated prime rate or (y) the sum of (A) the daily adjusting LIBOR
rate plus (B) 2.5% per annum. The Company is also required to pay an
unused facility fee quarterly in arrears in an amount equal to 0.25% per annum on the average
unused but available portion of the Revolving
Line for such quarter.
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The
Credit Facility matures on September 30, 2023, and is secured by a first priority lien on substantially all of the assets of the Company
and its subsidiaries. As of
June 30, 2022, the balance of the revolving line was $2.5 million.
 
The
 Comerica Loan Agreement contains affirmative and negative restrictive covenants that are applicable whether or not any amounts are outstanding
 under the
Comerica Loan Agreement. These restrictive covenants, which include restrictions on certain mergers, acquisitions, investments,
encumbrances, etc., could adversely
affect our ability to conduct our business. The Comerica Loan Agreement also contains financial covenants
 requiring specified minimum liquidity and minimum
revenue thresholds, which the Company was in compliance with as of June 30, 2022, and
also contains customary events of default. In April 2022, Comerica waived
certain covenants specifically relating to the Company receiving
financial statements with a going concern comment or qualification. In April 2022 and August 2022,
Comerica waived certain covenants
specifically relating to failure to maintain bank accounts outside of Comerica in an aggregate amount not to exceed $0.5 million
during
 the transition period.   Additionally, in August 2022, Comerica waived certain covenants relating to failure to segregate collections
made from government
account debtors from collections made from all other account debtors and customers.
 
As
a condition for Comerica to extend the Credit Facility to the Company and its subsidiaries, the Company’s existing creditors, Ampersand
and 1315 Capital (the
“Existing Creditors”), entered into that certain Subordination Agreement, dated as of October 13, 2021,
pursuant to which each Existing Creditor agreed to subordinate
all of the indebtedness and obligations of the Company and its subsidiaries
owing to such Existing Creditor to all of the indebtedness and obligations of the Company
and its subsidiaries owing to Comerica (the
“Subordination Agreement”). Each Existing Creditor further agreed to subordinate all of its respective security interests
in
assets or property of the Company and its subsidiaries to Comerica’s security interests in such assets or property. The Subordination
Agreement provides that it is
solely for the benefit of Comerica and each of the Existing Creditors and is not for the benefit of the
Company or any of its subsidiaries.
 

19. RECENT
ACCOUNTING STANDARDS
 
Accounting
Pronouncements Pending Adoption

 
In
 February 2020, the FASB issued ASU 2020-02, Financial Instruments-Credit Losses (Topic 326) and Leases (Topic 842) - Amendments to SEC
 Paragraphs
Pursuant to SEC Staff Accounting Bulletin No. 119 and Update to SEC Section on Effective Date Related to Accounting Standards
Update No. 2016-02, Leases
(Topic 842) which amends the effective date of the original pronouncement for smaller reporting companies.
ASU 2016-13 and its amendments will be effective for
the Company for interim and annual periods in fiscal years beginning after December
15, 2022. The Company believes the adoption will modify the way the Company
analyzes financial instruments, but it does not anticipate
a material impact on results of operations. The Company is in the process of determining the effects adoption
will have on its consolidated
financial statements.

 
In
August 2020, the FASB issued ASU 2020-06, Debt – Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging
– Contracts in
Entity’s Own Equity (Subtopic 815 – 40), (“ASU 2020-06”). ASU 2020-06 simplifies the accounting
for certain financial instruments with characteristics of liabilities
and equity, including convertible instruments and contracts on
an entity’s own equity. The ASU 2020-06 amendments are effective for fiscal years beginning after
December 15, 2023, and interim
 periods within those fiscal years. Early adoption is permitted. The Company does not expect this will have any impact on its
consolidated
financial statements.

 
20. SUBSEQUENT
EVENTS

 
BroadOak
Convertible Note
 
On
August 5, 2022, the Convertible Note was converted into an additional term loan advance under the Company’s existing BroadOak Loan
Agreement. See Note 14,
Notes Payable, for more details.
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INTERPACE
BIOSCIENCES, INC
 

Item
2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
 

FORWARD-LOOKING
STATEMENTS
 
This
quarterly report on Form 10-Q contains “forward-looking statements” within the meaning of Section 27A of the Securities Act
of 1933, as amended (the “Securities

Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”). Statements that are not historical facts, including statements about our plans,
objectives, beliefs and expectations, are
 forward-looking statements. Forward-looking statements include statements preceded by, followed by or that include the words
“believes,”
 “expects,” “anticipates,” “plans,” “estimates,” “intends,” “projects,”
 “should,” “could,” “may,” “will” or similar words and expressions. These forward-looking
statements are contained throughout this Form 10-Q.

 
Forward-looking
 statements are only predictions and are not guarantees of future performance. These statements are based on current expectations and
 assumptions

involving judgments about, among other things, future economic, competitive and market conditions and future business decisions,
all of which are difficult or impossible to
predict accurately and many of which are beyond our control. These predictions are also affected
by known and unknown risks, uncertainties and other factors that may cause
our actual results to be materially different from those expressed
or implied by any forward-looking statement. Many of these factors are beyond our ability to control or
predict. Our actual results could
differ materially from the results contemplated by these forward-looking statements due to a number of factors. Such factors include,
but are
not limited to, the following:
 
  ● the
substantial doubt about our ability to continue as a going concern due to our history of operating losses, declining cash position
and other liquidity factors, which in

the absence of additional short term financing is causing us to reduce headcount and other
expenses and may cause us to cease or scale back operations; without
sufficient working capital and the ability to meet our debt obligations, our business will be jeopardized
and we may not be able to continue in our current structure, if
at all. Under these circumstances, we would likely have to consider other
options, such as selling assets, raising additional debt or equity capital, cutting costs or
otherwise reducing our cash requirements,
or negotiating with our creditors to restructure our applicable obligations, including the potential filing of a petition for
relief under
the United States Bankruptcy Code;

     
  ● the
effect of the Coronavirus (COVID-19) pandemic which has materially and adversely affected our business and financial results, particularly
during portions of

2020, due to the slowdown in demand for our clinical services and pharma services, a reduction in samples received
 and testing volume and delayed third party
collections and other factors and which may continue to have an adverse effect on our
future business;

     
  ● our
expectations of future revenues, expenditures, capital or other funding requirements;
     
  ● our
reliance on Medicare reimbursement for our clinical services and our being subject to decisions of the Centers for Medicare and Medicaid
Services (“CMS”)

regarding reimbursement and pricing of our clinical services which could have a material adverse effect
 on our business and financial results, the reduction in
reimbursement for our ThyGeNEXT® test is expected to have
an approximate $5.0 million impact to Fiscal 2022 revenues;

     
  ● our
secured lenders have the right to foreclose on substantially all of our assets if we are unable to timely repay our outstanding obligations;
     
  ● our
dependence on sales and reimbursements from our clinical services for more than 50% of our revenue; the ability to continue to generate
sufficient revenue from

these and other products and/or solutions that we develop in the future is important for our ability to meet
our financial and other targets;
 
  ● our
 revenue recognition is based, in part, on our estimates for future collections which may prove to be incorrect with the changes in
 reimbursement rates for

ThyGeNEXT® by Medicare causing us to revise our NRV’s which will reduce revenues in
future periods;
     
  ● our
ability to finance our business on acceptable terms in the future, which may limit the ability to grow our business, develop and
 commercialize products and

services, develop and commercialize new molecular clinical service solutions and technologies and expand
our pharma services offerings;
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  ● our
obligations to make royalty and milestone payments to our licensors;
     
  ● our
dependence on third parties for the supply of some of the materials used in our clinical and pharma services tests;
     
  ● the
potential adverse impact of current and future laws, licensing requirements and governmental regulations upon our business operations,
including but not limited to

the evolving U.S. regulatory environment related to laboratory developed tests (“LDTs”),
pricing of our tests and services and patient access limitations;
     
  ● our
reliance on our sales and marketing activities for future business growth and our ability to continue to expand our sales and marketing
activities;
     
  ● our
ability to implement our business strategy; and
     
  ● the
potential impact of existing and future contingent liabilities on our financial condition.
 

Please
see Part I – Item 1A – “Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended December 31,
2021 filed with the SEC on March 31, 2022, as
well as other documents we file with the SEC from time-to-time, for other important factors
that could cause our actual results to differ materially from our current expectations
as expressed in the forward-looking statements
discussed in this Form 10-Q. Because of these and other risks, uncertainties and assumptions, you should not place undue
reliance on
these forward-looking statements. In addition, these statements speak only as of the date of the report in which they are set forth and,
except as may be required by
law, we undertake no obligation to revise or update publicly any forward-looking statements for any reason.
 
OVERVIEW

 
We
are an emerging leader in enabling precision medicine principally in oncology by offering specialized services along the therapeutic
value chain from early diagnosis

and prognostic planning to targeted therapeutic applications through our clinical and pharma services.
Through our clinical services, we enable physicians to personalize the
clinical management of each individual patient by providing genomic
 information to better diagnose, monitor and inform cancer treatment. Our clinical services provide
clinically useful molecular diagnostic
tests, bioinformatics and pathology services for evaluating the risk of cancer by leveraging the latest technology in personalized medicine
for improved patient diagnosis and management. Through our pharma services, we develop, commercialize and provide molecular- and biomarker-based
tests and services and
provide companies with customized solutions for patient stratification and treatment selection through an extensive
suite of molecular and biomarker-based testing services,
DNA and RNA extraction and customized assay development and trial design consultation.
Our pharma services provide pharmacogenomics testing, genotyping, biorepository
and other specialized services to the pharmaceutical
and biotech industries and advance personalized medicine by partnering with pharmaceutical, academic and technology
leaders to effectively
integrate pharmacogenomics into drug development and clinical trial programs with the goals of delivering safer, more effective drugs
to market more
quickly, and improving patient care.

 
Impact
of Our Reliance on CMS
 
In
 January 2022, CMS stated they would no longer reimburse for the use of the Company’s ThyGeNEXT® and ThyraMIR®
 tests when billed together by the same
provider/supplier for the same beneficiary on the same date of service. However, on February
28, 2022, the Company announced that the National Correct Coding Initiative
(NCCI) program issued a response on behalf of CMS stating
that the January 2022 billing policy reimbursement change for ThyGeNEXT® (0245U) and ThyraMIR® (0018U)
tests has been retroactively reversed to January 1, 2022. In May 2022, the Company was notified by CMS/NCCI that processing of claims
for dates of service after January 1,
2022 would be completed beginning July 1, 2022. However, on June 9, 2022, the Company was notified
that Novitas re-priced ThyGeNEXT® (0245U) from $2,919 to $806.59
retroactively effective to January 1, 2022. On July 20,
2022 the Clinical Diagnostic Laboratory Tests (CDLT) Advisory Panel affirmed a gapfill price of $806.59. As a result of
the ThyGeNEXT
pricing change, the Company reduced its NRV rates for ThyGeNEXT Medicare billing to reflect the $806.59 pricing for tests performed during
the second
quarter of 2022. In addition, in order to reflect the retroactive pricing change to January 1, 2022, the Company recorded
an NRV adjustment of $0.7 million during the second
quarter of 2022 to reduce revenue recorded during the first quarter of 2022. The
 Company estimates the ThyGeNEXT pricing change will negatively impact Fiscal 2022
revenue by approximately $5.0 million. During July
 2022, the Company began implementing cost-savings initiatives including a reduction in headcount and incidental
expenses and a freeze
 on all non-essential travel and hiring. The Company is targeting an overall reduction of approximately $2.7 million in expenses year-over
 year by
December 31, 2022.
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Impact
of COVID-19 Pandemic
 

There
continues to be widespread impact from the COVID-19 pandemic. Beginning in the first quarter of 2021, there has been a trend in many
parts of the world of
increasing availability and administration of vaccines against COVID-19, as well as an easing of restrictions on
social, business, travel and government activities and functions.
On the other hand, infection rates and regulations continue to fluctuate
 in various regions and there are ongoing global impacts resulting from the pandemic, including
challenges and increases in costs for
 logistics and supply chains. We have also previously been affected by temporary laboratory closures, employment and
 compensation
adjustments and impediments to administrative activities. The level and nature of the disruption caused by COVID-19 is unpredictable,
may be cyclical and long-lasting and
may vary from location to location.

 
In
 addition, we have experienced and are experiencing varying levels of inflation resulting in part from various supply chain disruptions,
 increased shipping and

transportation costs, increased raw material and labor costs and other disruptions caused by the COVID-19 pandemic
and general global economic conditions.
 
The
continuing impact that the COVID-19 pandemic will have on our operations, including duration, severity and scope, remains highly uncertain
and cannot be fully

predicted at this time. While we believe we have generally recovered from the adverse impact that the COVID-19 pandemic
had on our business during 2020, we believe that
the COVID-19 pandemic could continue to adversely impact our results of operations,
cash flows and financial condition in the future.

 
We
 continue to monitor the COVID-19 pandemic and the guidance that is being provided by relevant federal, state and local public health
 authorities and may take

additional actions based upon their recommendations. It is possible that we may have to make adjustments to
our operating plans in reaction to developments that are beyond
our control.

 
Impact
of the ongoing military conflict between Russia and Ukraine.
 

In
late February 2022, Russia invaded Ukraine, significantly amplifying already existing geopolitical tensions among Russia and other countries
in the region and in the
west, including the U.S. Russia’s invasion, the responses of countries and political bodies to Russia’s
actions, the larger overarching tensions, and Ukraine’s military response
and the potential for wider conflict have resulted in
 financial market volatility and capital markets disruption, potentially increasing in magnitude, and could have severe
adverse effects
on regional and global economic markets and international relations. The extent and duration of the military action, sanctions and resulting
market disruptions,
including inflation, are impossible to predict, but could be substantial.

 
Following
 Russia’s actions, various countries, including the U.S., Canada and the United Kingdom, as well as the European Union, issued broad-ranging
 economic

sanctions against Russia. Such sanctions included, among other things, a prohibition on doing business with certain Russian
companies, officials and oligarchs; a commitment
by certain countries and the European Union to remove selected Russian banks from the
Society for Worldwide Interbank Financial Telecommunications (SWIFT) electronic
banking network that connects banks globally; a ban on
Russian oil and gas imports to the U.S.; and restrictive measures to prevent the Russian Central Bank from undermining
the impact of
the sanctions. The current sanctions (and potential further sanctions in response to continued Russian military activity) and other actions
may have adverse effects
on regional and global economic markets and lead to instability and lack of liquidity in capital markets, potentially
making it more difficult for us to obtain additional funds and
increasing the volatility of our stock price. Any of the abovementioned
factors could affect our business, prospects, financial condition, and operating results.
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Revenue
Recognition
 

Clinical
services derive its revenues from the performance of its proprietary assays or tests. Our performance obligation is fulfilled upon completion,
review and release of
test results to the customer, at which time we bill third-party payers or direct-bill payers for the tests performed.
Under Accounting Standards Codification 606, revenue is
recognized based upon the estimated transaction price or net realizable value
(“NRV”), which is determined based on historical collection rates by each payer category for each
proprietary test offered.
To the extent that the transaction price includes variable consideration, for all third party and direct-bill payers and proprietary
tests, we estimate the
amount of variable consideration that should be included in the transaction price using the expected value method
based on historical experience.
 

The
ultimate amounts received from the third-party and direct-bill payers and related estimated reimbursement rates are regularly reviewed
and we adjust the NRV’s and
related contractual allowances accordingly. If actual collections and related NRV’s vary significantly
 from our estimates, we adjust the estimates of contractual allowances,
which affects net revenue in the period such variances become
known.
 

With
respect to our pharma services, customer performance obligations are satisfied at a point in time as the Company processes samples delivered
by the customer. Project
level activities, including study setup and project management, are satisfied over the life of the contract.
Revenues are recognized at a point in time when the test results or
other deliverables are reported to the customer.

 
Cost
of Revenue

 
Cost
of revenue consists primarily of the costs associated with operating our laboratories and other costs directly related to our tests.
Personnel costs, which constitute the

largest portion of cost of services, include all labor-related costs, such as salaries, bonuses,
fringe benefits and payroll taxes for laboratory personnel. Other direct costs include,
but are not limited to, laboratory supplies,
certain consulting expenses, royalty expenses, and facility expenses.
 
Transition
costs
 

Transition
expenses are primarily related to the Rutherford, New Jersey lab closing and subsequent move to Morrisville, North Carolina, which was
completed during the
first half of Fiscal 2021, as well as other cost-saving initiatives consisting primarily of reductions in headcount
and the implementation of a new laboratory information system.
To optimize the operations of laboratory operations within our pharma
services, we transitioned activities from the Rutherford facility to our Morrisville facility. The transition
included the transfer of
personnel, expansion of the Morrisville facility and validation of transferred processes.
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CONDENSED
CONSOLIDATED RESULTS OF OPERATIONS
 

The
following table sets forth, for the periods indicated, certain statements of operations data. The trends illustrated in this table may
not be indicative of future results.
 
Condensed
 Consolidated Results of Continuing Operations for the Quarter Ended June 30, 2022 Compared to the Quarter Ended June 30, 2021 (unaudited,
 in
thousands)
 
    Three
Months Ended June 30,  
    2022     2022     2021     2021  
          %
to           %
to  
          revenue           revenue  
                         
Revenue,
net   $ 9,351      100.0%  $ 11,155      100.0%
Cost of revenue     5,850      62.6%    5,800      52.0%

Gross
profit     3,501      37.4%    5,355      48.0%
Operating
expenses:                            

Sales
and marketing     2,774      29.7%    2,776      24.9%
Research
and development     267      2.9%    424      3.8%
General
and administrative     3,907      41.8%    3,326      29.8%
Transition
expense     61      0.7%    858      7.7%
Gain
on DiamiR transaction     -      0.0%    (235)     -2.1%
Acquisition
related amortization expense     535      5.7%    1,112      10.0%
Change
in fair value of contingent consideration     (311)     -3.3%    -      0.0%

Total
operating expenses     7,233      77.4%    8,261      74.1%
                             

Operating
loss     (3,732)     -39.9%    (2,906)     -26.1%
Interest
accretion expense     36      0.4%    (135)     -1.2%
Related
party interest     -      0.0%    (163)     -1.5%
Note
payable interest     (210)     -2.2%    -      0.0%
Other
income (expense), net     35      0.4%    (168)     -1.5%

Loss
from continuing operations before tax     (3,871)     -41.4%    (3,372)     -30.2%
Provision
for income taxes     16      0.2%    16      0.1%

Loss
from continuing operations     (3,887)     -41.6%    (3,388)     -30.4%
                             

Loss
from discontinued operations, net of tax     (52)     -0.6%    (58)     -0.5%
                             

Net
loss   $ (3,939)     -42.1%  $ (3,446)     -30.9%
 
Revenue,
net
 

Consolidated
revenue, net for the three months ended June 30, 2022 decreased by $1.8 million, or 16%, to $9.4 million, compared to $11.2 million for
the three months
ended June 30, 2021. The decrease in net revenue was largely driven by the NRV adjustment related to the Medicare pricing
change on ThyGeNEXT®. The pricing adjustment
was retroactive to January 1, 2022 and the impact was approximately $0.7
million for revenue that was attributable to the first quarter.

 
Cost
of revenue
 

Consolidated
cost of revenue for the three months ended June 30, 2022 was $5.9 million, as compared to $5.8 million for the three months ended June
30, 2021. As a
percentage of revenue, cost of revenue was approximately 63% for the three months ended June 30, 2022 and 52% for the
three months ended June 30, 2021, the percentage
increase was due to the decrease in revenue discussed above.

 
Gross
profit

 
Consolidated
gross profit was approximately $3.5 million for the three months ended June 30, 2022 and $5.4 million for the three months ended June
30, 2021. The gross

profit percentage was approximately 37% for the three months ended June 30, 3022 and 48% for the three months ended
June 30, 2021.
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Sales
and marketing expense
 

Sales
and marketing expense was approximately $2.8 million for the three months ended June 30, 2022 and $2.8 million for the three months ended
June 30, 2021. As a
percentage of revenue, sales and marketing expense increased to 30% from 25% in the comparable prior year period
due to the decrease in revenue.
 
Research
and development
 

Research
and development expense was $0.3 million for the three months ended June 30, 2022 and $0.4 million for the three months ended June 30,
2021. As a percentage
of revenue, research and development expense decreased to 3% from 4% in the comparable prior year period.

 
General
and administrative
 

General
and administrative expense was approximately $3.9 million for the three months ended June 30, 2022 and $3.3 million for the three months
ended June 30, 2021.
The increase can be primarily attributed to an increase in employee compensation costs and an increase in professional
fees.

 
Transition
expense
 

Transition
expense was approximately $0.1 million for the three months ended June 30, 2022 and $0.9 million for the three months ended June 30,
2021. In 2021, these
expenses were related to the Rutherford, NJ lab closing and subsequent move to North Carolina as well as other cost-saving
initiatives, primarily reductions in headcount. In
2022, these expenses were related to laboratory information management system implementation
costs.
 
Acquisition
amortization expense
 

During
the three months ended June 30, 2022 and June 30, 2021, we recorded amortization expense of approximately $0.5 million and $1.1 million,
respectively, which is
related to intangible assets associated with prior acquisitions.

 
Change
in fair value of contingent consideration
 

During
the three months ended June 30 2022, there was a $0.3 million decrease in the contingent consideration liability due to the impact of
the ThyGeNEXT® pricing
change on future projected revenues.

 
Operating
loss
 

Operating
loss from continuing operations was $3.7 million for the three months ended June 30, 2022 as compared to $2.9 million for the three months
ended June 30,
2021. The higher operating loss was primarily attributable to the reduction in revenue discussed above.

 
Provision
for income taxes

 
Income
tax expense was approximately $16,000 for the three months ended June 30, 2022 and $16,000 for the three months ended June 30, 2021.
Income tax expense for

both periods was primarily driven by minimum state and local taxes.
 
Loss
from discontinued operations, net of tax

 
We
 had a loss from discontinued operations of approximately $0.1 million for the three months ended June 30, 2022 and a loss from discontinued
 operations of

approximately $0.1 million for the three months ended June 30, 2021.
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Condensed
Consolidated Results of Continuing Operations for the Six Months Ended June 30, 2022 Compared to the Six Months Ended June 30, 2021 (unaudited,
in
thousands)
 
    Six
Months Ended June 30,  
    2022     2022     2021     2021  
          %
to           %
to  
          revenue           revenue  
                         
Revenue,
net   $ 19,728      100.0%  $ 20,989      100.0%
Cost of revenue     11,234      56.9%    11,116      53.0%

Gross
profit     8,494      43.1%    9,873      47.0%
Operating
expenses:                            

Sales
and marketing     5,190      26.3%    5,128      24.4%
Research
and development     566      2.9%    1,060      5.1%
General
and administrative     7,597      38.5%    6,362      30.3%
Transition
expense     146      0.7%    2,111      10.1%
Gain
on DiamiR transaction     -      0.0%    (235)     -1.1%
Acquisition
related amortization expense     1,071      5.4%    2,224      10.6%
Change
in fair value of contingent consideration     (311)     -1.6%    (57)     -0.3%

Total
operating expenses     14,259      72.3%    16,593      79.1%
                             

Operating
loss     (5,765)     -29.2%    (6,720)     -32.0%
Interest
accretion expense     (85)     -0.4%    (270)     -1.3%
Related
party interest     -      0.0%    (308)     -1.5%
Note
payable interest     (390)     -2.0%    -      0.0%
Other
income (expense), net     194      1.0%    (212)     -1.0%

Loss
from continuing operations before tax     (6,046)     -30.6%    (7,510)     -35.8%
Provision
for income taxes     34      0.2%    31      0.1%

Loss
from continuing operations     (6,080)     -30.8%    (7,541)     -35.9%
                             

Loss
from discontinued operations, net of tax     (106)     -0.5%    (112)     -0.5%
                             

Net
loss   $ (6,186)     -31.4%  $ (7,653)     -36.5%
 
Revenue,
net
 

Consolidated
revenue, net for the six months ended June 30, 2022 decreased by $1.3 million, or 6%, to $19.7 million, compared to $21.0 million for
 the three months
ended June 30, 2021. The decrease in net revenue was largely driven by the NRV adjustment related to the Medicare pricing
change on ThyGeNEXT® discussed above.

 
Cost
of revenue
 

Consolidated
cost of revenue for the six months ended June 30, 2022 was $11.2 million, as compared to $11.1 million for the six months ended June
30, 2021. As a
percentage of revenue, cost of revenue was approximately 57% for the six months ended June 30, 2022 and 53% for the six
months ended June 30, 2021, the percentage
increase was due to the decrease in revenue discussed above.

 
Gross
profit

 
Consolidated
gross profit was approximately $8.5 million for the six months ended June 30, 2022 and $9.9 million for the six months ended June 30,
2021. The gross profit

percentage was approximately 43% for the six months ended June 30, 3022 and 47% for the six months ended June
30, 2021. The decrease was a result of the NRV pricing
adjustment discussed above.
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Sales
and marketing expense
 

Sales
and marketing expense was approximately $5.2 million for the six months ended June 30, 2022 and $5.1 million for the six months ended
June 30, 2021. As a
percentage of revenue, sales and marketing expense increased to 26% from 24% in the comparable prior year period
primarily due to the decrease in revenue.
 
Research
and development
 

Research
and development expense was $0.6 million for the six months ended June 30, 2022 and $1.1 million for the six months ended June 30, 2021.
As a percentage of
revenue, research and development expense decreased to 3% from 5% in the comparable prior year period.

 
General
and administrative
 

General
and administrative expense was approximately $7.6 million for the three months ended June 30, 2022 and $6.3 million for the three months
ended June 30, 2021.
The increase can be primarily attributed to an increase in employee compensation costs and an increase in professional
fees.

 
Transition
expense
 

Transition
 expense was approximately $0.1 million for the six months ended June 30, 2022 and $2.1 million for the six months ended June 30, 2021.
 In 2021, these
expenses were related to the Rutherford, NJ lab closing and subsequent move to North Carolina as well as other cost-saving
initiatives, primarily reductions in headcount. In
2022, these expenses were related to laboratory information management system implementation
costs.
 
Acquisition
amortization expense
 

During
the six months ended June 30, 2022 and June 30, 2021, we recorded amortization expense of approximately $1.1 million and $2.2 million,
respectively, which is
related to intangible assets associated with prior acquisitions.

 
Change
in fair value of contingent consideration
 

During
the six months ended June 30 2022, there was a $0.3 million decrease in the contingent consideration liability and a $0.1 million decrease
for the six months ended
June 30, 2021.

 
Operating
loss
 

Operating
loss from continuing operations was $5.8 million for the six months ended June 30, 2022 as compared to $6.7 million for the six months
ended June 30, 2021.
The lower operating loss was primarily attributable to the reduction in transition expenses discussed above.

 
Provision
for income taxes

 
Income
tax expense was approximately $34,000 for the six months ended June 30, 2022 and $31,000 for the six months ended June 30, 2021. Income
tax expense for both

periods was primarily driven by minimum state and local taxes.
 
Loss
from discontinued operations, net of tax

 
We
 had a loss from discontinued operations of approximately $0.1 million for the six months ended June 30, 2022 and a loss from discontinued
 operations of

approximately $0.1 million for the six months ended June 30, 2021.
 
Non-GAAP
Financial Measures
 

In
 addition to the United States generally accepted accounting principles, or GAAP, results provided throughout this document, we have provided
 certain non-GAAP
financial measures to help evaluate the results of our performance. We believe that these non-GAAP financial measures,
when presented in conjunction with comparable GAAP
financial measures, are useful to both management and investors in analyzing our ongoing
business and operating performance. We believe that providing the non-GAAP
information to investors, in addition to the GAAP presentation,
allows investors to view our financial results in the way that management views financial results.
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In
 this 10-Q, we discuss Adjusted EBITDA, a non-GAAP financial measure. Adjusted EBITDA is a metric used by management to measure cash flow
of the ongoing
business. Adjusted EBITDA is defined as income or loss from continuing operations, plus depreciation and amortization,
 acquisition related expenses, transition expenses,
noncash stock based compensation, interest and taxes, and other non-cash expenses
 including asset impairment costs, bad debt expense, loss on extinguishment of debt,
goodwill impairment and change in fair value of contingent
consideration, and warrant liability. The table below includes a reconciliation of this non-GAAP financial measure
to the most directly
comparable GAAP financial measure.

 
Reconciliation
of Adjusted EBITDA (Unaudited)

($
in thousands)
 

    Three
Months Ended     Six
Months Ended  
    June
30,     June
30,  
    2022     2021     2022     2021  
Loss
from continuing operations (GAAP Basis)   $ (3,887)   $ (3,388)   $ (6,080)   $ (7,541)
Bad
debt (recovery) expense     -      -      -      (140)
Transition
expenses     61      858      146      2,111 
Depreciation
and amortization     790      1,411      1,571      2,943 
Stock-based
compensation     334      551      659      837 
Tax
expense     16      16      34      31 
Interest
accretion expense     (36)     135      85      270 
Financing
interest and related costs     210      163      390      308 
Gain
on DiamiR transaction     -      (235)     -      (235)
Mark
to market on warrant liability     (5)     168      (68)     209 
Change
in fair value of note payable     (53)     -      (160)     - 
Change
in fair value of contingent consideration     (311)     -      (311)     (57)
Adjusted
EBITDA   $ (2,881)   $ (321)   $ (3,734)   $ (1,264)

 
LIQUIDITY
AND CAPITAL RESOURCES
 

The
accompanying consolidated financial statements have been prepared on a basis that assumes that the Company will continue as a going concern
and that contemplates
the continuity of operations, the realization of assets and the satisfaction of liabilities and commitments in
 the normal course of business. Accordingly, the accompanying
consolidated financial statements do not include any adjustments relating
to the recoverability and classification of recorded asset amounts or amounts of liabilities that might
result from the outcome of this
uncertainty.

 
In
October 2021, the Company and its subsidiaries entered into a Loan and Security Agreement (the “Comerica Loan Agreement”)
with Comerica Bank (“Comerica”),

providing for a revolving credit facility of up to $7,500,000 (the “Credit Facility”).
The Company may use the proceeds of the Credit Facility for working capital and other
general corporate purposes.

 
The
amount that may be borrowed under the Credit Facility is the lower of (i) the revolving limit of $7,500,000 (the “Revolving Line”)
and (ii) 80% of the Company’s

eligible accounts receivable plus an applicable non-formula amount consisting of $2,000,000 of additional
availability at close not based upon the Company’s eligible accounts
receivable, with such additional availability reducing by
$250,000 per quarter beginning with the quarter ending June 30, 2022. Borrowings on the Credit Facility are limited to
$5,000,000 until
80% of the Company’s and its subsidiaries’ customers are paying into a collection account or segregated governmental account
with Comerica. The Revolving
Line can also include, at the Company’s option, credit card services with a sublimit of $300,000.
Borrowings on the Revolving Line are subject to an interest rate equal to prime
plus 0.50%, with prime being the greater of (x) Comerica’s
stated prime rate or (y) the sum of (A) the daily adjusting LIBOR rate plus (B) 2.5% per annum. The Company is
also required to pay an
unused facility fee quarterly in arrears in an amount equal to 0.25% per annum on the average unused but available portion of the Revolving
Line for
such quarter. See Note 18, Revolving Line of Credit, for more details. Comerica has a first priority security interest
in substantially all of the Company’s and its subsidiaries’
assets.
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In
addition, also in October 2021, the Company entered into a Loan and Security Agreement (the “BroadOak Loan Agreement”) with
BroadOak, providing for a term loan

in the aggregate principal amount of $8,000,000 (the “Term Loan”). Funding of the Term
Loan took place on November 1, 2021. The Term Loan matures upon the earlier of (i)
October 31, 2024 or (ii) the occurrence of a change
in control, and bears interest at the rate of 9% per annum. The Term Loan is secured by a security interest in substantially all
of the
Company’s and its subsidiaries’ assets and is subordinate to the Company’s $7,500,000 revolving credit facility with
Comerica Bank. The Term Loan has an origination
fee of 3% of the Term Loan amount, and a terminal payment equal to (i) 15% of the original
principal amount of the Term Loan if the change of control occurs on or prior to
the first anniversary of the funding of the Term Loan,
(ii) 20% of the original principal amount of the Term Loan if the change of control occurs after the first anniversary but
on or prior
to the second anniversary of the funding of the Term Loan and (iii) 30% of the original principal amount of the Term Loan if the change
of control occurs after the
second anniversary of the funding of the Term Loan, or if the Term Loan is repaid on its maturity date. Upon
receipt of the term loan, the proceeds were used to repay in full at
their maturity the notes extended by Ampersand and 1315 Capital
 discussed above. See Note 14, Notes Payable, for more details. In May 2022, the Company issued a
Convertible Note to BroadOak,
pursuant to which BroadOak funded a term loan in the aggregate principal amount of $2.0 million. See Note 14, Notes Payable, for
 more
details. The Company will use the proceeds of the Convertible Debt for general corporate purposes and working capital.

 
The
 BroadOak Loan Agreement contains affirmative and negative restrictive covenants, including restrictions on certain mergers, acquisitions,
 investments and

encumbrances which could adversely affect our ability to conduct our business. The BroadOak Loan Agreement also contains
customary events of default. The Comerica Loan
Agreement contains affirmative and negative restrictive covenants that are applicable
whether or not any amounts are outstanding under the Comerica loan agreement. These
restrictive covenants, which include restrictions
on certain mergers, acquisitions, investments, encumbrances, etc., could adversely affect our ability to conduct our business.
The Comerica
Loan Agreement also contains financial covenants requiring specified minimum liquidity and minimum revenue thresholds and also contains
customary events
of default. However, if we are unable to meet the financial covenants under the Comerica Loan Agreement, the revolving
line of credit and notes payable will become due and
payable immediately.

 
In
 January 2022, the Company’s registration statement for a rights offering filed with the Securities and Exchange Commission (SEC)
became effective; however, the

rights offering was subsequently terminated later in January 2022 when the Company announced that the
Centers for Medicare & Medicaid Services, or CMS, issued a new
billing policy whereby CMS will no longer reimburse for the use of
the Company’s ThyGeNEXT® and ThyraMIR® tests when billed together by the same provider/supplier
for
 the same beneficiary on the same date of service. On February 28, 2022, the Company announced that the National Correct Coding Initiative
(NCCI) program issued a
response on behalf of CMS stating that the January 2022 billing policy reimbursement change for ThyGeNEXT®
(0245U) and ThyraMIR® (0018U) tests has been retroactively
reversed to January 1, 2022. In May 2022, the Company
was notified by CMS/NCCI that processing of claims for dates of service after January 1, 2022 would be completed
beginning July 1, 2022.
However, on June 9, 2022, the Company was notified that Novitas re-priced ThyGeNEXT® (0245U) from $2,919 to $806.59 retroactively
effective to
January 1, 2022. On July 20, 2022 the Clinical Diagnostic Laboratory Tests (CDLT) Advisory Panel affirmed a gapfill price
of $806.59. As a result of the ThyGeNEXT pricing
change, the Company reduced its net realizable value, or NRV rates for ThyGeNEXT Medicare
billing to reflect the $806.59 pricing for tests performed during the second
quarter of 2022. In addition, in order to reflect the retroactive
pricing change to January 1, 2022, the Company recorded an NRV adjustment of $0.7 million during the second
quarter of 2022 to reduce
revenue recorded during the first quarter of 2022. During July 2022, the Company began implementing cost-savings initiatives including
a reduction
in headcount and incidental expenses and a freeze on all non-essential travel and hiring.

 
For
the six months ended June 30, 2022, we had an operating loss of $5.8 million. As of June 30, 2022, we had cash and cash equivalents of
$1.9 million, net of restricted

cash, total current assets of $11.0 million, net of restricted cash, and current liabilities of $18.4
million. As of August 5, 2022, we had approximately $2.0 million of cash on
hand, net of restricted cash.
 

During
the six months ended June 30, 2022, net cash used in operating activities was $4.2 million. The main component of cash used in operating
activities was our net
loss of $6.2 million, partially offset by depreciation and amortization expense of $1.6 million. During
the six months ended June 30, 2021, net cash used in operating activities
was $6.8 million. The main component of cash used in operating
activities was our net loss of $7.7 million.

 
For
the six months ended June 30, 2022, cash provided from financing activities was $3.1 million, of which $1.0 million was from the drawdown
on the revolving line of

credit and $2.0 million was the Convertible Debt agreement entered into with BroadOak. See Note 14, Notes
Payable, for more details. For the six months ended June 30, 2021,
cash provided from financing
activities was $7.5 million, of which $7.4 million were the net proceeds from the Company’s secured promissory notes with Ampersand
and
1315. See Note 14, Notes Payable, for more details.

 
We
will not generate positive cash flows from operations for the year ending December 31, 2022. We intend to meet our ongoing capital needs
by using our available cash

and availability under the Comerica Loan Agreement, as well as through targeted revenue growth and margin
improvement; collection of accounts receivable; containment of
costs; and the potential use of other financing options and other strategic
alternatives. However, if we are unable to meet the financial covenants under the Comerica Loan
Agreement, the revolving line of credit
and notes payable will become due and payable immediately.

 
The
Company is currently exploring various strategic alternatives, dilutive and non-dilutive sources of funding, including equity and debt
financings, strategic alliances,

business development and other sources in order to provide additional liquidity. With the Company’s
delisting from Nasdaq in February 2021, its ability to raise additional
capital on terms acceptable to the Company has been adversely
impacted. There can be no assurance that the Company will be successful in obtaining such funding on terms
acceptable to the Company.
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Management
has determined that certain factors raise substantial doubt about our ability to continue as a going concern. As of the date of this
filing, the Company currently
anticipates that current cash and cash equivalents will be insufficient to meet its anticipated cash requirements
through the next twelve months. These factors include inadequate
liquidity to sustain operations, our substantial debts, margin deterioration
and volatility, and historic net losses. Our consolidated financial statements assume we will continue
as a going concern and do not
include any adjustments that might result from the outcome of this uncertainty. Our ability to continue as a going concern depends on
having
working capital for vendor payments, meeting short-term obligations on other accrued liabilities, and amongst other requirements,
 making interest payments on our debt
obligations. Without positive operating margins and sufficient working capital and the ability to
meet our debt obligations, our business will be jeopardized and we may not be
able to continue in our current structure, if at all. Under
these circumstances, we would likely have to consider other options, such as selling assets, raising additional debt or
equity capital,
cutting costs or otherwise reducing our cash requirements, or negotiating with our creditors to restructure our applicable obligations,
including the potential filing
of a petition for relief under the United States Bankruptcy Code (the “Bankruptcy Code”).
 Such a filing would subject us to the risks and uncertainties associated with
bankruptcy filing proceedings and may place investors in
our stock at significant risk of losing some or all of their investment. In a bankruptcy, holders of our common stock
will be subordinated
to our Series B Preferred Stock, which is likely to increase the risk of total loss of investment for holders of our common stock. A
bankruptcy filing by us
could cause a material adverse effect on our business, financial condition, results of operations and liquidity.
 
Inflation

 
We
do not believe that inflation had a significant impact on our results of operations for the periods presented. However, inflation and
supply chain disruptions, whether

caused by restrictions or slowdowns in shipping or logistics, increases in demand for certain goods
used in our operations, or otherwise, could impact our operations in the near
term.

 
Off-Balance
Sheet Arrangements

 
None.

 
Item
3. Quantitative and Qualitative Disclosures About Market Risk
 

As
a smaller reporting company, we are electing scaled disclosure reporting obligations and therefore are not required to provide the information
requested by this Item.
 

Item
4. Controls and Procedures
 
Evaluation
of Disclosure Controls and Procedures

 
Our
management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure
controls and procedures

pursuant to Rule 13a-15 under the Exchange Act as of the end of the period covered by this Form 10-Q. In designing
and evaluating the disclosure controls and procedures,
management recognizes that any controls and procedures, no matter how well designed
and operated, can provide only reasonable assurance of achieving the desired control
objectives including that information we are required
to disclose in reports that we file or submit under the Exchange Act is recorded, processed, summarized, and reported
within the time
periods specified in the SEC rules and forms, and that such information is accumulated and communicated to our management, including
our Chief Executive
Officer and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. In
 addition, management is required to apply its judgment in
evaluating the benefits of possible disclosure controls and procedures relative
to their costs to implement and maintain.

 
Based
on the evaluation of the Company’s disclosure controls and procedures, as that term is defined in Rule 13a-15(e) under the Exchange
Act the Chief Executive

Officer of the Company and the Chief Financial Officer of the Company have concluded that the Company’s
disclosure controls and procedures were effective as of June 30,
2022.

 
Reference
should be made to our Form 10-K for the year ended December 31, 2021 filed with the SEC on March 31, 2022 for additional information
regarding discussion

of the effectiveness of the Company’s controls and procedures.
 

Changes
in Internal Controls
 
There
has been no change in our internal control over financial reporting (as defined in Rule 13a-15(f) and 15d-15(f) under the Exchange Act)
that occurred during the

quarter covered by this report that has materially affected, or is reasonably likely to materially affect, our
internal control over financial reporting.
 

34



 
 
PART
II. OTHER INFORMATION
 
Item
1. Legal Proceedings
 
None.
 
Item
1A. Risk Factors
 
Not
applicable as we are a smaller reporting company.
 
Item
2. Unregistered Sales of Equity Securities and Use of Proceeds
 
None.
 
Item
3. Defaults Upon Senior Securities
 
None.
 
Item
4. Mine Safety Disclosures
 
None.
 
Item
5. Other Information
 
None.
 

35



 
 
Item
6. Exhibits
 
Exhibit
No.   Description
     
3.1   Conformed
version of Certificate of Incorporation of Interpace Biosciences, Inc., as amended by the Certificate of Amendment, effective January
15, 2020, and

the Certificate of Designation of Preferences, Rights and Limitations of Series B Convertible Preferred Stock, filed
January 17, 2020, incorporated by reference
to Exhibit 3.1 of the Company’s Annual Report on Form 10-K for the year ended December
31, 2019, filed with the SEC on April 22, 2020, as amended from
time to time.

     
3.2   Amended
and Restated Bylaws of Interpace Biosciences, Inc., incorporated by reference to Exhibit 3.2 of the Company’s Current Report
on Form 8-K, filed

with the SEC on November 14, 2019.
     
10.1*&   Robert Gorman Letter Agreement dated April 16, 2020
     
31.1*   Certification
of Principal Executive Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant
 to

Section 302 of the Sarbanes-Oxley Act of 2002..
     
31.2*   Certification
of Principal Financial Officer Pursuant to Rules 13a-14(a) and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant
 to

Section 302 of the Sarbanes-Oxley Act of 2002.
     
32.1+   Certification
of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.
     
32.2+   Certification
of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.
     
101   The
 following financial information from this Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2022 formatted in XBRL
 (Extensible

Business Reporting Language) and furnished electronically herewith: (i) the Condensed Consolidated Balance Sheets; (ii)
 the Condensed Consolidated
Statements of Operations; (iii) the Condensed Consolidated Statements of Stockholders’ Deficit;
(iv) the Condensed Consolidated Statements of Cash Flows;
and (v) the Notes to Condensed Consolidated Financial Statements.

 
  + Exhibits
32.1 and 32.2 are being furnished herewith and shall not be deemed to be “filed” for purposes of Section 18 of the Exchange
Act or otherwise subject

to the liability of that section, nor shall such exhibits be deemed to be incorporated by reference to any
registration statement or other document filed under
the Securities Act or the Exchange Act, except as otherwise stated in any such
filing.

     
  & Denotes
compensatory plan, compensation arrangement or management contract.
     
  * Filed
herewith
 

36

https://www.sec.gov/Archives/edgar/data/1054102/000149315220006897/ex3-1.htm
https://www.sec.gov/Archives/edgar/data/1054102/000149315219017468/ex3-2.htm
https://s3.amazonaws.com/content.stockpr.com/interpace/sec/0001493152-22-022932/for_pdf/ex10-1.htm
https://s3.amazonaws.com/content.stockpr.com/interpace/sec/0001493152-22-022932/for_pdf/ex31-1.htm
https://s3.amazonaws.com/content.stockpr.com/interpace/sec/0001493152-22-022932/for_pdf/ex31-2.htm
https://s3.amazonaws.com/content.stockpr.com/interpace/sec/0001493152-22-022932/for_pdf/ex32-1.htm
https://s3.amazonaws.com/content.stockpr.com/interpace/sec/0001493152-22-022932/for_pdf/ex32-2.htm


 
 

SIGNATURES
 

Pursuant
to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by
the undersigned, thereunto
duly authorized.

 
Date:
August 15, 2022 Interpace
Biosciences, Inc.
  (Registrant)
   
  /s/
Thomas W. Burnell
  Thomas
W. Burnell
  President
and Chief Executive Officer
  (Principal
Executive Officer)
   
Date:
August 15, 2022 /s/
Thomas Freeburg
  Thomas
Freeburg
  Chief
Financial Officer
  (Principal
Financial Officer)
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Exhibit
10.1

 
April
16, 2020
 
Mr.
Robert Gorman
109
Nutmeg Lane
North
Andover, MA 01845
 
  RE: Election
as Chairman of the Board of Directors

 
Dear
Bob,
 

This
 letter (this “Letter”) sets forth the terms and conditions of your service as Chairman of the Board of Directors (“Chairman”)
 (the “Board”) of Interpace
Biosciences, Inc. (the “Company”), subject to your election as Chairman
by the Nominating and Corporate Governance Committee of the Board and the Board, and your
execution of this Letter (the “Effective
Date”).

 
Termination
of Consulting Agreement. You and MLC LLC are in agreement that the Consulting Agreement, dated January 29, 2020, by and between MLC
LLC,

including you, and the Company (the “Consulting Agreement”) terminated as of April 1, 2020 and shall have no
force or effect as of such date; provided, that (i) your service as
Chairman and as a member of the Board shall be treated as
a continuation of service with respect to vesting of any stock option or other equity award which was granted
pursuant to the Consulting
Agreement and was outstanding immediately prior to the Effective Date, (ii) your covenant regarding Confidential Information in Section
6 of the
Consulting Agreement shall survive and remain in full force and effect in accordance with its terms, and (iii) the Consulting
Agreement provision for the grant under the
Interpace Biosciences, Inc. 2019 Equity Incentive Plan (the “Incentive Plan”),
on the first anniversary of the effective date of the Consulting Agreement, of a number of shares
of Restricted Stock having a Fair Market
Value (as defined in the Incentive Plan) as of such date of $50,000, subject to your continuing to provide services to the Company as
a
consultant, director or otherwise as of such date, shall survive and remain in full force and effect in accordance with its terms.

 
Position.
Subject to the terms and provisions set forth in this Letter, you shall serve as Chairman of the Board as of the Effective Date and until
the first anniversary

thereof, and continuing thereafter for so long as you are elected as Chairman by the Nominating and Corporate Governance
Committee of the Board and the Board, and are
elected as a member of the Board by the Company’s shareholders (such period, as may
be so continued, the “Term”).

 
As
Chairman, you shall have the duties, responsibilities and authority normally associated and consistent with such position, including
without limitation attendance at

meetings of the Board and service on certain committees of the Board, and shall perform such duties,
responsibilities and authority in accordance with the Company’s bylaws
and applicable law. You agree to be actively involved in
the Company’s operations and affairs.
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By
your execution of this Letter, you hereby resign from the Compensation & Management Development Committee of the Board (the “Compensation
Committee”)
subject to your election as Chairman by the Nominating and Corporate Governance Committee of the Board and the
Board.

 
Engagement.
During the Term, you agree to devote your best efforts and such time as is reasonably necessary to fulfill the duties and responsibilities
of your position.

You shall not engage, directly or indirectly, in any other business, investment or activity that (i) interferes with
the performance of your duties, (ii) is contrary to the interests of
the Company or any of its affiliates, or (iii) creates an actual
or perceived conflict of interest with the Company.

 
Fee
and Benefits. During the Term, you shall receive a fee at the rate of $170,000 per annum, which shall be payable in accordance with
the Company’s established

practices regarding the payment of fees to members of the Board, and shall be inclusive of all compensation
and fees for service as Chairman and as a member of the Board and
on any committee of the Board.

 
Equity
Grants. Subject to the terms of the Incentive Plan and the applicable Award Agreements thereunder, and contingent on approval, as
required, by the Board, the

Compensation Committee and the Company’s shareholders (with respect to an increase in the number of
authorized shares in the Incentive Plan), the Company shall grant to
you (i) a Non-Qualified Stock Option to purchase 89,000 shares of
the Company’s common stock, which shall vest during your continuing service as a member of the Board
over a period of three (3)
years from the Effective Date, provided, that such option shall immediately vest upon a Change in Control (as defined in the Incentive
Plan) or upon
the Company’s removal of you as Chairman without Cause (as defined in the Incentive Plan); and (ii) a Non-Qualified
 Stock Option to purchase 77,000 shares of the
Company’s common stock, which shall vest upon the first to occur during your continuing
service as a member of the Board of (A) a period of thirty (30) consecutive trading
days in which the closing price per share of the
 Company’s common stock is $15 or greater, or (B) a Change in Control in which the transaction price per share of the
Company’s
common stock is $15 or greater.

 
Expenses.
During the Term, the Company shall pay or reimburse your reasonable and necessary expenses, including travel expenses, directly incurred
in the course of

your service as Chairman or as a member of the Board, in accordance with the Company’s standard policies and practices
as in effect from time to time.
 
Termination.
The Company may remove you as Chairman and as a member of the Board, and you may resign as Chairman and as a member of the Board, at
any time,

in each case as provided in and in accordance with the Company’s Articles of Incorporation and bylaws, and applicable
law. Neither the Company nor you shall be required to
provide advance notice or a stated reason for such removal or resignation, as applicable,
 except as provided by the Company’s Articles of Incorporation or bylaws, and
applicable law.

 
Upon
termination of your service as Chairman and as a member of the Board, the Company shall pay you any unpaid portion of your fee per annum
and unreimbursed

expenses you are entitled to through such termination date, and this Letter shall then terminate.
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Nondisclosure
Obligations. You understand and acknowledge that, as a result of your service as Chairman and as a member of the Board and to enable
you to carry out
your duties under this Letter, you will be placed in a position of trust and confidence and will be entrusted with confidential
information, as well as the Company’s confidential
proprietary information and trade secrets. Accordingly, you agree to enter into
and be bound by the terms and conditions of the Company’s standard Confidential Information,
Non-Disclosure, Non-Competition, Non-Solicitation,
and Rights to Intellectual Property Agreement.

 
Applicable
Law. This Letter shall be governed by and construed in accordance with the laws of the State of New Jersey, applied without reference
to principles of

conflict of laws. Both the you and the Company agree to appear before and submit exclusively to the jurisdiction of
the federal courts located within New Jersey with respect to
any controversy, dispute, or claim arising out of or relating to this Letter.

 
Amendment.
The terms of this Letter may not be amended or modified other than by written agreement by the parties hereto or their respective successors
and legal

representatives.
 
Withholding.
The Company may withhold from any amounts payable under this Letter such federal, state or local income taxes it determines may be appropriate.
 
Severability.
The invalidity or unenforceability of any provision of this Letter shall not affect the validity or enforceability of any other provision.
 
Captions.
The captions in this Letter are not part of the provisions hereof and shall have no force or effect.
 
Counterparts.
This Letter may be executed in one or more counterparts, each of which shall be deemed an original instrument, but all of which together
shall constitute

but one and the same Letter agreement.
 
Entire
Agreement. This Letter contains the entire agreement between the parties, including their respective affiliates, concerning the subject
 matter hereof and

supersedes all prior agreements, understandings, discussions, negotiations and undertakings, whether written or oral,
between the parties with respect thereto.
 
We
look forward to your service as Chairman. Please acknowledge your acceptance of the terms of your service as stated in this Letter by
signing below and returning

an original signed copy to me.
 

[Signature
page follows.]
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Date
of Signature:   Agreed
to and Accepted:
       
     
    Robert Gorman
       
Date
of Signature:   MLC
LLC
     
    By:                 
      Robert Gorman
     
Date
of Signature:   INTERPACE
BIOSCIENCES, INC.
       
April
16, 2020   By:

      Jack E. Stover, President and CEO
 

[Signature
Page to Letter, dated April 16, 2020]
 
 

 
 



 
Exhibit
31.1

 
CERTIFICATION
PURSUANT TO SECTION 302

OF
THE SARBANES-OXLEY ACT OF 2002
 
I,
Thomas W. Burnell, certify that:
 
  1. I
have reviewed this Quarterly Report on Form 10-Q for the quarter ended June 30, 2022 of Interpace Biosciences, Inc. (the “registrant”);
     
  2. Based
on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in

light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this report;
     
  3. Based
on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;
     
  4. The
registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules

13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 
  a. Designed
such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
 to ensure that material

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in
which this report is being prepared;

     
  b. Designed
such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
 supervision, to provide

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
 for external purposes in accordance with generally
accepted accounting principles;

     
  c. Evaluated
the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure

controls and procedures, as of the end of the period covered by this report based on such evaluation;
and
     
  d. Disclosed
in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
 most recent fiscal quarter (the

registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected,
or is reasonably likely to materially affect, the registrant’s internal control
over financial reporting; and

 
  5. The
registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors

and the audit committee of the registrant’s board of directors (or persons performing
the equivalent functions):
 
  a. All
significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely

affect the registrant’s ability to record, process, summarize and report financial information;
and
     
  b. Any
fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial

reporting.
 
Date:
August 15, 2022 /s/
Thomas W. Burnell
  Chief
Executive Officer
  (Principal
Executive Officer)
 
 

 



 
Exhibit
31.2

 
CERTIFICATION
PURSUANT TO SECTION 302

OF
THE SARBANES-OXLEY ACT OF 2002
 
I,
Thomas Freeburg, certify that:
 
  1. I
have reviewed this Quarterly Report on Form 10-Q for the quarter ended June 30, 2022 of Interpace Biosciences, Inc. (the “registrant”);
     
  2. Based
on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in

light of the circumstances under which such statements were made, not misleading with respect to
the period covered by this report;
     
  3. Based
on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in
this report;
     
  4. The
registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules

13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
 
  a. Designed
such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material

information relating to the registrant, including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in
which this report is being prepared;

     
  b. Designed
such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide

reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements
for external purposes in accordance with generally
accepted accounting principles;

     
  c. Evaluated
 the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
 the effectiveness of the

disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and
     
  d. Disclosed
in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the

registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected,
or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

 

  5. The
registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors
and the audit committee of the registrant’s board of directors (or persons performing
the equivalent functions):

 
  a. All
significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely

affect the registrant’s ability to record, process, summarize and report financial information;
and
     
  b. Any
fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial

reporting.
 
Date:
August 15, 2022 /s/
Thomas Freeburg
  Chief
Financial Officer
  (Principal
Financial Officer)

 
 



 
Exhibit
32.1

 
CERTIFICATION
PURSUANT TO

18
U.S.C. SECTION 1350,
AS
ADOPTED PURSUANT TO

SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002
 

In
connection with the Quarterly Report of Interpace Biosciences, Inc. (the “Company”) on Form 10-Q for the period ended June
30, 2022 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Thomas W. Burnell, as
Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, to the best of my knowledge, that:
 
  (1) The
Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
     
  (2) The
information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.
 
Date:
August 15, 2022 /s/
Thomas W. Burnell
  Chief
Executive Officer
  (Principal
Executive Officer)
 
 

 



 
Exhibit
32.2

 
CERTIFICATION
PURSUANT TO

18
U.S.C. SECTION 1350,
AS
ADOPTED PURSUANT TO

SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002
 
In
connection with the Quarterly Report of Interpace Biosciences, Inc. (the “Company”) on Form 10-Q for the period ended June
30, 2022 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Thomas Freeburg, as Chief
Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, to the best of my knowledge, that:
 
  (1) The
Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
     
  (2) The
information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.
 
Date:
August 15, 2022 /s/
Thomas Freeburg
  Chief
Financial Officer
  (Principal
Financial Officer)
 
 

 
 


