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EXACT SCIENCES CORPORATION
Condensed Consolidated Balance Sheets
(Amounts in thousands, except share data - unaudit¢

June 30, December 31,
2008 2007
ASSETS
Current Assets
Cash and cash equivalel $ 550/ $ 4,48¢
Marketable securitie 2,24¢ 8,101
Prepaid expenses and other current a: 402 27E
Total current assets 8,15( 12,86:
Property and Equipment, at ca
Laboratory equipmer 3,73( 3,73(
Office and computer equipme 1,42( 1,42(
Leasehold improvemen 1,161 1,161
Furniture and fixtures 29¢ 29¢
6,61( 6,61(
Less—Accumulated depreciation and amortization (6,125 (6,009
48t 601
Patent costs, net of accumulated amortization 32and $3,019 at June 30, 2008 and Decembe
2007, respectivel 20C 432
Restricted cas 70C 70C
$ 953 $ 14,59¢
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current Liabilities:
Accounts payabl $ 35C % 24E
Accrued expense 1,56¢ 2,811
Third party royalty obligatiol 2,00¢ 1,20(C
Deferred license fees, current port 1,35( 1,35(
Total current liabilities 5,26¢ 5,60¢
Deferred license fees, less current por 2,02t 2,701
Commitments and contingenci
Stockholder Equity:
Preferred stock, $0.01 par value

Authorized—5,000,000 shares

Issued and outstandi—O shares at June 30, 2008 and and December 31 — —
Common stock, $0.01 par value

Authorized—100,000,000 shares

Issued and outstanding—27,274,118 and 27,225,5Eeskat June 30, 2008 and December 31,

2007, respectivel 273 273
Additional paic-in capital 169,40° 168,81
Treasury stock, at cost, 85,550 sh: (97) (97)
Other comprehensive incor 1 23
Accumulated defici (167,34:) (162,729

Total stockholders’ equity 2,24: 6,28¢

$ 953 $ 14,59¢

The accompanying notes are an integral part oféhendensed consolidated financial statements.
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Revenue
Product royalty fee
License fee:
Product

Cost of revenue
Product royalty fees

Gross profil
Operating expense
Research and development
General and administrative (
Sales and marketing (
Restructuring
Loss from operation

Interest income

Net loss

Net loss per sha—basic and dilute:

Weighted average common shares outsta—basic and dilute:

EXACT SCIENCES CORPORATION

Condensed Consolidated Statements of Operations
(Amounts in Thousands, except per share data unausid)

Three Months Ended June 30,

Six Months Ended June 30,

(1) Non-cash stoc-based compensation expense included in these asnatenas follows

Research and developmt
General and administrati\
Sales and marketir

2008 2007 2008 2007
$ (495) $ 19 $ (787) $ 45
33¢ 1,091 67€ 2,182
11 5 16 58
(146) 1,11¢ (95) 2,28¢
— 1 1 3
(14€) 1,11¢ (96) 2,282
52¢ 1,337 1,387 2,60¢
1,49¢ 1,447 3,33( 3,00t
— 40¢ — 78¢
® 2 ) 31
2,01¢ 3,171 4,71 6,52¢
(2,162) (2,069) (4,806) (4,247)
64 23¢ 18¢ 497
$ (2,100 $ (1,825 $ (4,615 $ (3,745)
$ 0.09 $ 0.09) $ 0.17) $ (0.14)
27,178 26,88( 27,16( 26,83
$ 25 $ 357 $ 70 $ 431
204 274 46C 524
— 9C — 174

The accompanying notes are an integral part oféhmsndensed consolidated financial statements.
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EXACT SCIENCES CORPORATION
Condensed Consolidated Statements of Cash Flows
(Amounts in thousands - unaudited)

Six Months Ended June 30,

2008 2007
Cash flows from operating activitie
Net loss $ (4,619 $ (3,745
Adjustments to reconcile net loss to net cash usegerating activities
Depreciation and wri-offs of fixed asset 11€ 11C
Amortization and writ-offs of patent 31t 23¢
Stock-based compensatic 53C 1,12¢
Amortization of deferred license fe (67€) (2,182
Changes in assets and liabiliti
Prepaid expenses and other current a: (127) 30
Accounts payabl 10t 5
Accrued expense (1,18 29¢€
Third party royalty obligation 80C —
Net cash used in operating activit (4,740 (4,119
Cash flows from investing activitie
Purchases of marketable securi (3,45¢) (12,939
Maturities of marketable securiti 9,29: 16,07¢
Purchases of property and equiprmr — 2
Increase in patent costs and other as (83 (33
Net cash provided by investing activities 5,752 3,107
Cash flows from financing activitie
Proceeds from exercise of common stock optionsséouak purchase ple 6 15
Net cash provided by financing activities 6 15
Net increase (decrease) in cash and cash equis 1,01¢ (99¢€)
Cash and cash equivalents, beginning of period 4,48¢ 4,831
Cash and cash equivalents, end of pe $ 550/ $ 3,83¢
Supplemental disclosure of r-cash investing and financing activitit
Issuance of 27,660 shares of common stock to fa@adCompan’s 401(k) matching contribution fi ; .
2007 58 —
Issuance of 34,030 shares of common stock to fa@dCbmpany’s 401(k) matching contribution for s s
2006 — 108
Issuance of 56,675 shares of restricted commotk $tocollaborator in lieu of cash to settle semi-
annual license obligatic — 3 15¢

The accompanying notes are an integral part oféhmsndensed consolidated financial statements.
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EXACT SCIENCES CORPORATION
Notes to Condensed Consolidated Financial Statement
(Unaudited)

(1) ORGANIZATION AND BASIS OF PRESENTATION
Organization

EXACT Sciences Corporation (the “Company”) was mpoyated in February 1995. The Company has degdlppoprietary DNA-based
technologies for use in the detection of cancdre Tompany has selected colorectal cancer asrthh@fiplication of its technologies. The
Company has licensed certain of its technologiesuding improvements to such technologies, onxatusive basis through December 201
Laboratory Corporation of America® Holdings (“Lab@®”) for use in a commercial testing service foe detection of colorectal cancer
developed by LabCorp. LabCorp’s first generatiesting service, “PreGen-Plus™,” was a non-invasteel-based DNA testing service for
the detection of colorectal cancer in the averagjepopulation and was marketed by LabCorp from #s1@003 through June 1, 2008. In
July 2008, LabCorp began offering “ColoSure™” ritsv non-invasive laboratory developed stool-basié Besting service for the detection
of colorectal cancer in the average-risk populatiiich is based on the Vimentin gene, a methylatidé marker that in published studies
was shown to be associated with colorectal canthe Company has devoted the majority of its efftwtdate on research and development
and commercialization support of its colorectalaardetection technologies.

Basis of Presentation

The accompanying condensed consolidated finangitdraents of the Company are unaudited and haveprepared on a basis
substantially consistent with the Company’s audfteancial statements. These condensed consdlidat@ncial statements assume that the
Company will continue as a going concern, whichtemplates the realization of assets and the setiisfaof liabilities and commitments in t
normal course of business, and, in the opinion afiagement, include all normal and recurring adjastsiwhich are necessary to present f
the results of operations for the reported periotisese condensed consolidated financial statenaeatgrepared in conformity with account
principles generally accepted in the United Stafesmerica (“GAAP”) and follow the requirements thfe Securities and Exchange
Commission (“SEC”) for interim reporting.

The results of the Company’s operations for angrint period are not necessarily indicative of thgults of the Company’s operations for
any other interim period or for a full fiscal year.

The Company has generated limited operating revesinee its inception and, as of June 30, 2008 ahaatcumulated deficit of
approximately $167.3 million. The Company’s loskase historically resulted from costs incurre@¢amjunction with research, development,
and clinical study initiatives, salaries and betsedissociated with the hiring of personnel, thegation of marketing programs and, prior to
August 31, 2007, costs related to its sales and#etiag functions to support the commercializatidit® stool-based DNA screening
technology.

The audit opinion with respect to the Company’ssmidated financial statements for the year endeceinber 31, 2007 issued by its
independent registered public accounting firm idelian explanatory paragraph to emphasize tha theubstantial doubt about the
Company'’s ability to continue as a going concefhe Company expects that its cash, cash equivaactshort-term investments on hand at
June 30, 2008 will be sufficient to fund its cutreperations through the end of the second quafte®09. This projection is based on the
Company’s current cost structure and its curreeraiing assumptions, which do not provide for amyding related to clinical validation and
other studies for the Company’s Version 2 technploghe Company has no current sources of matemnigbing revenue and, accordingly, it
will need to raise additional capital in the nextt months through a strategic transaction, debtjoity financing, or thirgarty collaboration, i
any, or some combination of the foregoing, to aarei operations beyond the end of the second quar2909. If the Company is unable to
obtain additional capital prior to the end of tlee@nd quarter of 2009, it will not be able to sumsits operationgnd would likely be required-
cease its operations . In addition, if the Compaeypenses exceed its current estimates, the Qomypidl be required to obtain additional
funds even sooner. These conditions raise sultdoubt about the Company’s ability to continseaagoing concern. The condensed
consolidated financial statements included in @ugrterly Report on Form 10-Q do not include anystthents to reflect the possible future
effects on the recoverability and classificatiorae$ets or the amounts and classification of ltgdslor any other adjustments that might be
necessary should the Company be unable to corgimaegoing concern.

As a result of the foregoing, the Company engageideestment bank in the first quarter of 20084sist its board of directors in
evaluating strategic alternatives for the Compa@w. July 16, 2008, the Company announced thatised its corporate strategy to take
immediate actions to preserve existing cash whiteiging on the pursuit of a strategic transactoritfe business. To date,
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the Company has not entered into any agreememwsnamitments for any specific strategic alternativéransaction in connection therewith.
The company’s revised corporate strategy may mufltrén a strategic alternative in the near futifraf all.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation

The accompanying condensed consolidated finantzitdraents include the accounts of the Company’dly#avned subsidiary, EXACT
Sciences Securities Corporation, a Massachusetisiies corporation. All significant intercompatrgnsactions and balances have been
eliminated in consolidation.

Use of Estimates

The preparation of financial statements in conftymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts of assets and liabilities andalisice of contingent assets and liabilities atdhte of the financial statements and the repc
amounts of revenues and expenses during the neggréiriod. Actual results could differ from thasstimates.

Cash and Cash Equivalents

The Company considers all highly-liquid investmenith maturities of 90 days or less at the timacduisition to be cash equivalents.
Cash equivalents primarily consist of money mafipts.

Restricted Cash

At June 30, 2008 and December 31, 2007, $0.7 mithicthe Company’s cash has been pledged as gallée an outstanding letter of
credit in connection with the lease for the Compsuweprporate headquarters.

Marketable Securities

The Company accounts for its investments in maltetsecurities in accordance with Statement of iéie Accounting Standards
(“SFAS”) No. 115 ,Accounting for Certain Investments in Debt and BgS8ecurities Management determines the appropriate classdicaf
debt securities at the time of purchase and redatesd such designation as of each balance sheet@abt securities are classified as held-to-
maturity when the Company has the positive inteat @bility to hold the securities to maturity. Matable equity securities and debt securities
not classified as held-to-maturity are classifischgailable-for-sale. Available-for-sale secust#e carried at fair value, with the unrealized
gains and losses, net of tax, reported in othempeehensive income. The amortized cost of debtrigésuin this category is adjusted for
amortization of premiums and accretion of discotmthaturity computed under the effective interasthod. Such amortization is included in
investment income. Realized gains and losses acdlihds in value judged to be other-than-tempooaravailable-for-sale securities are
included in investment income. The cost of se@sgisold is based on the specific identificatiorthrod. Interest and dividends on securities
classified as available-for-sale are included ireBtment income.

All of the Company’s investments are comprisedix#d income investments and all are deemed avaiffaislsale. The objectives of this
portfolio are to provide liquidity and safety ofipeipal while striving to achieve the highest rateeturn consistent with these two objectives.
The Company’s investment policy limits investmetatgertain types of instruments issued by instigiwith investment grade credit ratings
and places restrictions on maturities and concgottrdy type and issuer. There were no realizédsgar losses on the sale of available gate
securities during the three and six months endad 30, 2008 and 2007.

Patent Costs

Patent costs, which have historically consistecktsfted legal fees, are capitalized as incurredaaadmortized beginning when patents
approved over an estimated useful life of five geaCapitalized patent costs are expensed upopmidaal, upon a decision by the Compan
no longer pursue the patent or when the relatedléatual property is deemed to be no longer ofig#ab the Company. As of June 30, 2008,
the majority of the recorded value of the patentfptio related to intellectual property licensedltabCorp in connection with its stool-based
DNA colorectal cancer screening service.

The following table summarizes activity with resptecthe Company’s capitalized patents for thensonths ended June 30, 2008 and
2007. Amounts included in the table are in thodsan
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Six Months Six Months
Ended June 30, Ended June 30,
2008 2007
Patents, net of accumulated amortization, Beginoingeriod $ 432 % 768
Patent costs capitaliz¢ 83 33
Amortization of patent (62 (86)
Write-offs of patents (259) (153)
Patents, net of accumulated amortization, End abgde $ 20C $ 557

In July 2008, the Company announced that it waimtpgertain actions to reduce its cost structuneréserve existing cash, including
suspending the clinical validation study of its $fen 2 technology and eliminating approximatelyheigositions. These cost reduction actions
were deemed to be impairment indicators pursua8H&S No. 144Accounting for the Impairment or Disposal of Longdd Asset§'SFAS
No. 14¢2"). After performing the requisite impairment aysik, the Company wrote off approximately $253,000apitalized patents related
specifically to one of the components of its Vensitechnology that is not used in LabCorp’s cureosloSure testing service.

During the three months ended March 31, 2007, tragany determined that it would likely not pursoenenercialization of certain
technologies and, accordingly, wrote off approxieha®121,000 in capitalized patents related togheshnologies. Capitalized patents writ
off during the three months ended March 31, 200/ewearelated to intellectual property licensed &bCorp for PreGeflus. During the thre
months ended June 30, 2007, a capitalized penditempapplication, which is not critical to LabCarpreGen-Plus testing service, was not
approved by the U.S. Patent and Trademark Office, accordingly, the Company wrote off approximat32,000 in connection with this
patent application.

The Company applies SFAS No. 144, which requiresdbmpany to evaluate whether events or circumstahave occurred that indicate
that the estimated remaining useful life of longetl assets and certain identifiable intangiblesgoatwill may warrant revision or that the
carrying value of these assets may be impaired.

Net Loss Per Share

Basic and diluted net loss per share is presentedriformity with SFAS No. 12&arnings per Sharé'SFAS No. 128"), for all periods
presented. In accordance with SFAS No. 128, baditoss per common share was determined by diyidét loss applicable to common
stockholders by the weighted average common sloartstanding during the period. Basic and dilutetlloss per share are the same because
all outstanding common stock equivalents have legetuded, as they are anti-dilutive.

The following potentially issuable common shareseasot included in the computation of diluted restd per share because they would
have an anti-dilutive effect due to net lossesfieh period:

June 30,
(In thousands) 2008 2007
Shares issuable upon exercise of stock op 4,39¢ 4,32¢
Shares issuable upon exercise of outstanding warran 1,00( 1,00(
5,39¢ 5,32¢

Accounting for Stock-Based Compensation

The Company accounts for share-based paymentspglogees in accordance with SFAS No. 123&)are-Based PaymefiSFAS
No. 123(R"), which requires all share-based payments to eygas, including grants of employee stock optionsshares purchased under an
employee stock purchase plan (if certain parametersiot met), to be recognized in the financialeshents based on their fair values. Share-
based payment transactions with parties othere¢hgployees are accounted for in accordance with BE-E8,Accounting for Equity
Instruments That Are Issued to Other Than Emplof@e&cquiring, or in Conjunction with Selling, Gd® or Service.
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Revenue Recognition

License fees—License fees for the licensing of product rightsimitiation of strategic agreements are recordedederred revenue upon
receipt and recognized as revenue on a stréiigbasis over the license period. On June 207 2the Company entered into an amendme
its exclusive license agreement with LabCorp (tBecond Amendment”) that, among other modificationhe terms of the license, extended
the exclusive license period from August 2008 ta&weber 2010, subject to carve-outs for certain maonganizations. Accordingly, the
Company amortizes the remaining deferred revenlanba resulting from its license agreement withCatp at the time of the Second
Amendment ($4.7 million) on a straight-line basieothe remaining exclusive license period, whintisein December 2010.

Product royalty fees— The Company has licensed certain of its techriefggncluding improvements to such technologiesao
exclusive basis through December 2010 to LabCbghCorp developed and commercially offered PreGes;R non-invasive stool-based
DNA colorectal cancer screening service for theragye-risk population based on the Company’s Versitechnology, from August 2003
through June 2008. In June 2008, LabCorp stopffedry PreGen-Plus. On July 14, 2008, LabCorpdpetp commercially offer ColoSure,
its next generation non-invasive, stool-based DBigtihg service for the detection of colorectal eane the average-risk population, which is
based on certain of the Company’s intellectual proyp The Company will be entitled to the sameattyyand milestone structure on any sales
of ColoSure as it was entitled to on sales of PreBleis.

Prior to the effective date of the Second Amendntiet Company’s product royalty fees were based specified contractual percentage
of LabCorp’s cash receipts from performing Pre@®dus tests. Accordingly, the Company recorded peodbyalty fees based on this specil
percentage of LabCorp’s cash receipts, as reptotéte Company each month by LabCorp. Subsequoeheteffective date of the Second
Amendment, the Company’s product royalty fees aset on a specified contractual percentage of Lgbi€pet revenues from sales of
PreGen-Plus through June 1, 2008, when LabCorpstbpffering PreGen-Plus, and from sales of Cole&wm and after July 2008.
Accordingly, subsequent to the effective date ef#econd Amendment, the Company records produattydiges based on the specified
contractual percentage of LabCorp’s net revenuss fts sales of such colorectal cancer screenstg,tas reported to the Company each
month by LabCorp. The current royalty rate is 15%hject to an increase to 17% in the event theCloap achieves a specified significant
threshold of annual net revenues from the salssicti colorectal cancer screening tests.

Additionally, pursuant to the Second Amendment,Goenpany will potentially be obligated to reimbutssCorp for certain third-party
royalty payments, as described in Note 4 below.thEcextent the Company incurs liabilities in cactien with this provision of the Second
Amendment, the accretion of such liabilities wil tecorded as a reduction in the product royakyifee item in the Company’s consolidated
statements of operations.

Product revenue—Product revenue from the sale of certain companehthe Company Effipure™ technology to LabCorp is recogni
upon transfer of the components provided that pileses, the price is fixed or determinable an@ctidn of the receivable is probable.
LabCorp has indicated that Effipure is not used aesmponent in LabCorp’s ColoSure offering.

Other revenue—Revenue from milestone and other performance-bpagohents will be recognized as revenue when thestone or
performance is achieved and collection of the red#e is estimable and probable.

Comprehensive Loss
SFAS No. 130Reporting Comprehensive Incomestablishes presentation and disclosure requitenfer comprehensive income (loss).

Comprehensive loss consists of net loss and thegehia unrealized gains and losses on marketableites. Comprehensive loss for the tt
and six months ended June 30, 2008 and 2007 wali@ss:

Three Months Ended June 30, Six Months Ended June 30,
(In thousands) 2008 2007 2008 2007
Net loss $ (2,100 $ (1,825 $ (4,61 $ (3,745
Unrealized (loss) gain on marketable secur (23) 7 (22) 6
Comprehensive los $ (2,129 $ (1,81¢) $ (4,640 $ (3,739

(3) FOURTH AMENDMENT TO LABCORP LICENSE AGREEMENT

On March 17, 2008, the Company entered into theticamendment (the “Fourth Amendment”) to its esole license agreement with
LabCorp. Among other things, the Fourth Amendnferther clarified certain license rights of the s, amended LabCorp’s termination
rights relating to the failure to launch the Comygarv/ersion 2 technology and restricted certaithef Company’s termination rights in the
event the U.S. Food and Drug Administration (“FDAifpits LabCorp’s ability to market products thatorporate technology
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licensed to LabCorp under the amended license amgnee In addition, the Fourth Amendment eliminatedain of the Compang’'terminatior
rights for a specified period of time during whicabCorp is not marketing any stool-based DNA testblorectal cancer as a result of
preparing for a commercial launch of a stool-bd3BlA test for colorectal cancer based on certaithefCompany’s intellectual property.

(4) CONTINGENCIES
Third Party Royalty Obligation

Pursuant to the terms of the Second AmendmenCdmepany will potentially be obligated to reimbutssebCorp for certain third-party
royalty payments if LabCorp’s thirgarty royalty rate is greater than a specified tgyate during the measuring period, as outlinethie table
below. The Company’s obligation to pay LabCorpspant to this provision of the Second Amendmebtised on LabCorp’sales volumes
colorectal cancer screening tests using the Conmpéaghnology during three separate measuremeitdseras defined below. A significant
increase in such sales volumes during any measuatgyeeod, as compared to historical PreGen-Pllessalumes, could reduce the
Company'’s potential obligation during any measunenperiod, while test volumes consistent with histl PreGen-Plus sales levels could
result in aggregate payments to LabCorp totalingpuf3.5 million during the measurement periodsitillLabCorp’s sales of colorectal cancer
screening tests using the Company’s technologeéas® to a level that would reduce this potentiadimam obligation, if ever, the Company
intends to record its estimated obligation undes pihovision of the Second Amendment as a redudtidhe product royalty fee line item in its
consolidated statements of operations, in accomlaith EITF No. 01-09Accounting for Consideration Given by a Vendor ©Gustomer
(Including a Reseller of the Vendor’s Productdpased on sales volumes of PreGen-Plus througd Ju2008 and anticipated sales volumes of
ColoSure, as of June 30, 2008, the Company’s hadied a total of $2.0 million related to the tqiatential $3.5 million obligation to
LabCorp, including the total potential $1.5 milliobligation related to the first measurement peneltich ends in December 2008, as well as
$500,000 of the total potential $1.0 million obliga related to the second measurement period,hwdricls in December 2009. The Company
recorded charges of $0.5 million and $0.8 millimspectively, during the three and six months erddex 30, 2008 in connection with this
third-party royalty obligation. These charges wexeorded under the caption “Product royalty faaghe Company’s consolidated statements
of operations. This obligation is recorded in @@mpany’s consolidated balance sheets under th®odf hird-party royalty obligation.”
Future increases in this obligation, to the extextessary, will continue to be recorded as chamtee product royalty revenue line item of the
Company’s consolidated statements of operatiomaouts included in the table are in thousands.

Potential Potential
Minimum Maximum
Third Party Third Party
Royalty Royalty
Measurement period Measurement period Obligation During Obligation During
Start Date End Date Measurement Period Measurement Period

June 28, 200
January 1, 200
January 1, 2010

December 31, 200 $
December 31, 200
December 31, 201

1,50(
1,00(
1,00(

3,50(

Employee Severance and Retention Agreements

On April 18, 2008, the Company entered into ameradetirestated employee retention agreements (tgeenents”) with certain
employees, including Jeffrey R. Luber, the Compamresident and Chief Executive Officer, and ClsaReCarelli, Jr., the Company’s Senior
Vice President, Chief Financial Officer, Treasuaad Secretary. The Agreements supersede and egplaprior employee retention
agreements entered into between the Company ansr8lésiber and Carelli on October 23, 2006.

For personnel remaining employed by the Comparer &fie July 2008 cost reduction initiations (ddsexdiin Note 10 below), the total
potential severance and other obligations uporticerrence of certain triggering events, includingrmination without cause following a

change of control of the Company, was approxim&slp million at June 30, 2008. As of June 30,8@Be Company has not recorded any
amount related to the potential severance paynEaisuse no triggering events had occurred as béléte.

10
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(5) RESTRUCTURING

On August 31, 2007, the Company entered into d gninendment (the “Third Amendment”) to its exclesiicense agreement with
LabCorp that, among other things, added a pote$i&l million milestone payment for which the Companay be eligible upon policy-level
reimbursement approval from Medicare at a specifi@dmum reimbursement rate, inclusion of stooldsthBNA screening in clinical practice
guidelines and the achievement of certain increessales levels of ColoSure over a defined meagueriod. The Third Amendment also
provided that LabCorp will assume sole respongjhitit its expense, for all commercial activitietated to LabCorp’s stodlased DNA testin
service, and provided that LabCorp would offer dt-@mployment to certain former personnel of thengpany. In connection with the Third
Amendment, the Company notified six employees eirttermination from the Company (the “2007 Redtitiag”). The 2007 Restructuring
was principally designed to eliminate the Comparmsgles and marketing functions to reduce costdatpmpreserve the Company’s cash
resources. In connection with the 2007 Restruagithe Company recorded restructuring chargeppmfoximately $0.8 million during the
three months ended September 30, 2007, primatdyeto one-time termination benefits arising undéention and severance agreements
with each of the terminated employees.

Restructuring charges recorded during the thirdtguaf 2007 of $0.8 million included $0.6 million severance and related benefit costs
expected to be paid in cash through May 2008, &2l iillion in non-cash stock-based compensati@rgds associated with extending the
period of exercise for vested stock option awacdgdrminated employees.

During the fourth quarter of 2007, the Company mdénto a sublease agreement (the “Sublease Agra&mvith INTRINSIX
Corporation (the “Subtenant”) to sublease to thibt&uwant approximately 11,834 square feet of reatat#a in the Company’s corporate
headquarters. In connection with the Subleaseékgent, the Company recorded restructuring chargegpmroximately $0.4 million during tl
fourth quarter of 2007 (included opposite the aaptiFacility consolidation costs” in the table b&lo which consist of approximately
$0.3 million in future cash payments related todtference between the Company’s committed leasengnts and the estimated sublease
rental income under the Sublease Agreement andxzippately $0.1 million of non-cash charges relatethe write-off of leasehold
improvements abandoned by the Company in conneugtittnthe Sublease Agreement. The Company’s detisi@nter into the Sublease
Agreement was deemed to be an impairment indicatder SFAS No. 144. As a result of performing theairment evaluations, asset
impairment charges of $0.1 million were recordeddfust the carrying value of the related leasefmofttovements to their net realizable
value. Facility consolidation costs also includhe dime real estate transaction fees in connegtitinthe Sublease Agreement.

Amounts remaining in the 2007 Restructuring accatdlune 30, 2008, which are expected to be paithoough July 2010, are recorded
under the caption “Accrued expenses” in the Comjsargndensed consolidated balance sheets.

The following table summarizes changes made togbteucturing accrual during the six months ended B0, 2008 relating to the 2007
Restructuring and Sublease Agreement. Amountsdied in the table are in thousands.

Balance, Balance,
December 31, Cash Non-cash June 30,
Type of Liability 2007 Charges Payments Write -offs 2008
Employee separation cos $ 224 % @ % (217) $ — 3 —
Facility consolidation costs 26¢ — (62) — 20€
Total $ 497 $ @ $ (279 $ — $ 20€

As described in Note 10 below, the Company plang¢ord restructuring charges ranging from $200§008800,000 during the third
quarter of 2008 in connection with its July 2008taeduction initiatives. The Company is pursugfigrts to further reduce its costs and may
record additional restructuring charges relatesuith reductions in future periods.
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(6) STOCK-BASED COMPENSATION
Stock-Based Compensation Plans

The Company maintains the 1995 Stock Option Pla@95 Option Plan”), the 2000 Stock Option and ItisenPlan (“2000 Option Plan”)
and the 2000 Employee Stock Purchase Plan (“Empl&eck Purchase Plan”). Note 9 to the Companmysalidated financial statements
included in the Company’s Annual Report on FornKlfdr the year ended December 31, 2007, which leas ffiled with the SEC, includes a
description of the Company’s stock-based compemsatians.

Stock-Based Compensation Expense

The Company recorded $0.2 million and $0.5 milli@spectively, in stock-based compensation duthieghiree and six months ended
June 30, 2008 in connection with the amortizatibaveards of common stock, restricted common staakstock options granted to employe
non-employee directors and non-employee consultartte Company recorded $0.7 million and $1.1 onillirespectively, in stock-based
compensation during the three and six months edded 30, 2007 in connection with the amortizatibaroployee and non-employee director
stock option awards, stock options granted to nopleyee consultants, common stock issued to almldor, and stock-based compensation
expense related to the Company’s 2007 401(k) match.

Determining Fair Value

Valuation and Amortization Method The fair value of each option award is estimatedhendate of grant using the Black-Scholes option-
pricing model based on the assumptions in the fadllew. The estimated fair value of employee stmutions is amortized to expense using
straight-line method over the vesting period.

Expected Term The Company uses the simplified calculation of exge life, described in the SEC’s Staff AccountBigletins 107 and
110, as the Company does not currently have seffidiistorical exercise data on which to base imate of expected term. Using this
method, the expected life is determined using ttegage of the vesting period and the contractéebli the stock options granted.

Expected Volatility -Expected volatility is based on the Company’s his#d volatility from the time of its initial pubdi offering in
January 2001 through the measurement date of thedaw

Risk-Free Interest Rate The Company bases the risk-free interest rate insei Black-Scholes valuation method on the intplieeld
currently available on U.S. Treasury zero-coupsnés with an equivalent remaining term.

Forfeitures - As required by SFAS No. 123(R), the Company rés@hare-based compensation expense only for dveeals that are
expected to vest. The Company does not needitoastforfeitures because all share based awasisneanthly.

The fair value of each option award is estimatedhendate of grant using the Black-Scholes optidoing model based on the assumpt
in the following table.

Three Months Ended Six Months Ended
June 30, June 30,
2008 2007 2008 2007
Option Plan Shares
Risk-free interest rate D D 2.8(% 4.5(%
Expected term (in year Q) Q) 6 6
Expected volatility Q) (@D} 70% 70%
Dividend yield (2) (1) 0% 0%
Weighted average fair value per share of optioastgd during the
period (@) (1) $1.17 $1.8¢
ESPP Shares
Risk-free interest rate Q) Q) Q) 5.10- 5.17%
Expected term (in year D D D 0.5-2
Expected volatility (D) (D) D 70%
Dividend yield Q) (@D} (@D} 0%
Weighted average fair value per share of stockh@asge right:
granted during the peric Q) Q) (1) $1.0¢
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Q) The Company did not issue stock options or stocklpmse rights under its stock-based compensatarsmluring the periods
indicated.

Stock Option Activity

A summary of stock option activity under the 1993tiGn Plan and the 2000 Option Plan during thexsixths ended June 30, 2008 is as
follows:

Weighted
Weighted Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Options Shares Price Term (Years) Value (1)
(Aggregate intrinsic value in thousands)
Outstanding, January 1, 20 3,996,681 $ 4.8¢ 4.8
Grantec 498,600 $ 1.82
Exercisec (14,666 $ 0.3¢
Cancellec (84,37) $ 6.1€
Outstanding, June 30, 2008 4,396,24' $ 4.52 4¢ $ 80
Exercisable, June 30, 20 3,329,28. $ 5.1¢ 3 $ 69
Vested and expected to vest, June 30, : 4,329,900 $ 4.52 4¢ $ 80
@ The aggregate intrinsic value of options outstagdas well as options vested and expected to ae3tne 30, 2008 is calculated as

the difference between the exercise price of trdetlging options and the market price of the Conypsigommon stock for the 54,2
options that had exercise prices that were lowen the $1.80 market price of our common stock a¢ B0, 2008. The aggregate
intrinsic value of options exercisable at JuneZM8 is calculated as the difference between thecese price of the underlying
options and the market price of the Company’s comstock for the 47,953 options that had exerciggeprthat were lower than the
$1.80 market price of our common stock at June2808.

As of June 30, 2008, there was $1.5 million ofltateecognized compensation cost related to notedeshare-based compensation
arrangements granted under all equity compensptars. Total unrecognized compensation cost wildtjusted for future changes in
forfeitures. The Company expects to recognize ¢bat over a weighted average period of 1.7 years.

(7) COLORECTAL CANCER SCREENING GUIDELINES

Professional colorectal cancer screening guideliméise United States, including those of the Arcami Cancer Society (“ACS”), the
American College of Gastroenterology and the AnariGastroenterological Association, recommend segdreening by a variety of
methods. Historically, such recommendations céedisf colonoscopy, flexible sigmoidoscopy, doutdatrast barium enema and fecal occult
blood testing (FOBT), as well as combinations aghemf these methods. On March 5, 2008, the AGSULIS. Multi-Society Task Force on
Colorectal Cancer, a consortium of several orgaioizsa including representatives of the Americanl€y# of Gastroenterology, American
Gastroenterological Association, American SocietyGastrointestinal Endoscopy and the Americanegellof Physicians/Society of Internal
Medicine (the “MSTF-CRC"), and the American CollegfeRadiology announced that non-invasive, stueded DNA screening technology |
been included in the updated national colorectateascreening guidelines as a screening optiothédetection of colorectal cancer in
average risk, asymptomatic individuals age 50 dmye. These new guidelines now divide colorecalcer screening into two groups, one
including non-invasive methods for the early deétecbf colorectal cancer and the other includingaiive techniques for the prevention and
early detection of colorectal cancer. Non-invaseehnologies include fecal occult blood testind atoolbased DNA screening for individui
unwilling or unable to use invasive screening pdates. Invasive procedures include colonoscopyilile sigmoidoscopy, CT colonography,
and double contrast barium enema and, accorditigetoew guidelines, are designed to detect bots eancer and adenomatous polyps and
should be encouraged if resources are availablgatients are willing to undergo and invasive tésthile the Company views inclusion of its
stool-based DNA technology in the ACS and MSTF-GR@lelines as a critical first step toward buildgwgficient demand for any stobkser
DNA screening test for colorectal cancer, the Camygdzelieves that FDA clearance for its technologiesl reimbursement from the Centers
for Medicare and Medicaid Services and other tpady payors will be necessary to achieve any 8aarit increase in demand for its
technologies. In addition, the ACS and MSTF-CR@lglines indicated that new technologies and nehrteal versions of approved
technologies need only detect a majority of coltalecancers in a screening population to meet djniekecriteria. The Company has not
performed a stand-alone colorectal cancer screetitty of LabCorp’s ColoSure test and there candassurance that the guidelines groups
will agree that existing studies using our Verstboechnologies, and any related data supporting&ok, will meet the requirements set forth
in the current ACS and MSTF-CRC guidelines for ursabn of ColoSure in future guidelines of such aigations. If the guidelines groups
indicate a lack of acceptance for these more addtechnologies, such action could have a matg@alerse impact on the Company’s
business.
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(8) REGULATORY STATUS

From August 2003 through June 2008, LabCorp offéeeBreGen-Plus testing service, which includedBFfipure component from the
Company, as an in-house developed laboratoryde$homebrewtesting service. On October 11, 2007, the FDA #snCompany a warnir
letter (the “Warning Letter”) with respect to theeBen-Plus testing service, indicating that PreBls-is a Class Il medical device and that it
cannot be commercially distributed without an ajppiette pre-market approval or clearance from théFDhe Company’s Version 1
technology was the basis for LabCorp’s PreGen-fsting service. Effective June 1, 2008, LabCeopsed offering PreGen-Plus and
indicated that it had discontinued its use of Effig

In addition to the Company’s Version 1 technologglerlying the PreGen-Plus testing service thatefiesed by LabCorp, the Company
has also developed a Version 2 colorectal caneeesing technology that it believes has greatesiteity and is more cost-effective than
Version 1. In April 2008, the Company began tau®ds regulatory efforts on pursuing FDA clearafareVersion 2 of its technology, a two-
marker version that the Company believes offeratgresensitivity and is more cost-effective thareidirlier, 23 marker Version 1 technology.
In this regard, in April 2008, the Company subntitéepre-Investigational Device Exemption (“pre-IDEEquest to the FDA for its Version 2
technology. The objective of the pre-IDE process $ seek concurrence from the FDA that a 51Q(nsssion followed by de novo
classification request is an appropriate regulapath for the Company’s Version 2 technology arad the clinical and other studies proposed
in its Version 2 pre-IDE submission would likelypport such ale novaregulatory path.

On July 14, 2008, LabCorp announced that it woelgitv offering a new laboratory-developed test cel®loSure, a single-marker test
that is based on certain of the Company’s Versianedlectual property and that does not use thiplfe component. Also in July 2008, the
Company confirmed with the FDA the clinical perf@nte characteristics and the minimum number ofaseerisk colorectal cancer samples
that would be required for validation of its Vensid stool-based DNA technology for colorectal carsmeeening. In addition, based on its
discussions with the FDA, the Company believes tiratle novopathway would be the appropriate regulatory patht$oVersion 2
technology. The Company estimates that total dostemplete its Version 2 validation studies dmelrielated regulatory submission process
would range from $6.5 million to $8.5 million. TR&®A may ultimately determine that a pre-marketrappl application (“PMA”) is the
appropriate path forward for the Company with respe Version 2 of its stool-based DNA technologgtead of ale novgpathway, or that
additional samples, and a more expensive and tomstening study or studies may be required for aleee or approval. The Company
believes that the studies required in connectidh amy approval or clearance of its Version 2 tedbgy, regardless of whether the regulatory
pathway ide novcclassification or a PMA, will be material in costdatime-intensive. There can be no assurancd=DAtwill ultimately
approve ale novcclassification request or approve a PMA.

As described in Note 10, in July 2008, the Compfainther reduced its cost structure by suspendiegtimical validation study and other
studies for its Version 2 technology and elimingtéight positions within the Company. BecauseGbepany does not currently have
sufficient funds to complete any clinical validatior other FDA-related study of its Version 2 tealogy, it will need to raise additional capital
through a strategic transaction, debt or equitsirfing, or third-party collaboration, if any, andémme combination of any of the foregoing in
order to fund any FDA regulatory clearance or apparprocess of its Version 2 technology. There lmamo assurance that the Company will
be successful in securing any additional capitaiuisue the clinical validation study for its Vensi2 technology under any potential strategic
transaction or capital structure. If the Companynable to finance the requisite clinical and p#tadies of its Version 2 technology, it will 1
be able to complete and submit its applicatioreieksd=DA approval or clearance of its Version 2 tedbgy.

(9) FAIR VALUE MEASUREMENTS

In September 2006, the FASB issued Statement Ng.Adeounting for Fair Value MeasuremelftSFAS No. 157”). SFAS No. 157
clarifies the principle that fair value should kasbd on the assumptions market participants waddwnen pricing an asset or liability and
establishes a fair value hierarchy that priorititesinformation used to develop those assumptidhler the standard, fair value
measurements are separately disclosed by leveihwiih fair value hierarchy. SFAS No. 157 is efife for financial statements issued for
fiscal years beginning after November 15, 2007 iatetim periods within those fiscal years. The @amy adopted SFAS No. 157 on
January 1, 2008 and it did not have any impactndnsolidated results of operations, financiaifian or cash flows.

SFAS 157 establishes a fair value hierarchy thatifizes the inputs used to measure fair valu¢ tiaximizes the use of observable inf
and minimizes the use of unobservable inputs. @hbéz inputs are inputs that reflect the assumpttbat market participants would use in
pricing the asset or liability developed based @rkat data obtained from sources independent aCtmpany. Unobservable inputs are inputs
that reflect the Company’s assumptions about teeraptions market participants would use in pridimg asset or liability developed based on
the best information available in the circumstances

14




Table of Contents
The three levels of the fair value hierarchy esshield by SFAS 157 in order of priority are as folfo

Level 1 Quoted prices (unadjusted) in active markets fenital assets or liabilities that the Companythasability to access as of the
reporting date. Active markets are those in whiahsactions for the asset or liability occur iffisient frequency and volume to
provide pricing information on an ongoing ba:

Level 2 Pricing inputs other than quoted prices in activakats included in Level 1, which are either dileor indirectly observable as
the reporting date. These include quoted pricesifoilar assets or liabilities in active marketslajuoted prices for identical or
similar assets or liabilities in markets that ao¢ active.

Level 3 Unobservable inputs that reflect the Company’s mggions about the assumptions that market partitipaould use in pricing
the asset or liability. Unobservable inputs shallulsed to measure fair value to the extent thagrghble inputs are not availab

In accordance with the disclosure provisions of SMo. 157, the following table presents the Com{safajr value measurements as of
June 30, 2008 along with the level within the faifue hierarchy prescribed by SFAS No. 157 in whighfair value measurements in their
entirety fall, segregating fair value measuremestag quoted prices in active markets for identiasdets or liabilities (Level 1), significant
other observable inputs (Level 2), and signifiaambbservable inputs (Level 3). Cash and cash atgrits are recorded at cost, which
approximates fair value. Amounts in the tableiathousands.

Fair Value Measurement at June 30, 2008 Usin(

Quoted Prices in Active Significant Other Significant Unobservable
Fair Value at Markets for Identical Assets Observable Inputs Inputs
Description June 30, 2008 (Level 1) (Level 2) (Level 3)
Available-for-Sale Marketabli
Securities $ 224. $ — $ 2,24 $ —
Total $ 2,24¢  $ — 3 2,24¢  $ —

(10) SUBSEQUENT EVENTS
July 2008 Restructuring

On July 16, 2008, the Company implemented certagt ieduction initiatives, including the suspensidthe clinical validation study for
its Version 2 technology and the elimination offeigositions, or 67% of the Company’s workforcee(tR008 Restructuring”) to preserve its
existing cash. The severance costs incurred inexion with the workforce reduction will be acceéethfor in accordance with SFAS No. 1.

The Company estimates that the restructuring csaigbe recorded in the third quarter of 2008 innetion with the workforce reduction
will range from between $200,000 and $300,000 afate to one-time employee termination benefitslpicing severance, outplacement and
other fringe benefits. These estimated chargds®gult in future cash expenditures. In additias described in Note 2 above, these cost
reduction actions were deemed to be impairmentaidis pursuant to SFAS No. 144. After perforntimg requisite impairment analysis, the
Company wrote off approximately $253,000 in capitad patents during the quarter ended June 30,.2008 Company is pursuing efforts to
further reduce its costs and may record additioestructuring charges related to such reductiorfigture periods.

Delisting Notice from NASDAQ

As previously disclosed on July 11, 2008 via pred¢sase and a filing on Form 8-K, on July 10, 20688, Company received notice from
The NASDAQ Stock Market that it was not in comptiarwith NASDAQ Marketplace Rule 4450(b)(1)(A), whicequires a listed security to
maintain a minimum $50.0 million market capitalipatfor continued listing on The NASDAQ Global Matk

In accordance with NASDAQ Marketplace Rule 4450fk)the Company was provided a period of 30 caleddws, or until August 11,
2008, to regain compliance. Because the Compasiybiaregained compliance by maintaining a minin®s0.0 million market value of its
common stock for at least 10 consecutive businags defore August 11, 2008, the Company expegexcive an additional notice of non-
compliance from NASDAQ. The Company is currenthaleiating its alternatives to resolve the listirgfidency, if any, and intends to request
a hearing before a NASDAQ Listing QualificationsBh(the “Panel”) to address this
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issue. The Company’s common stock will remairetisbn The NASDAQ Global Market pending the issuasfce decision by the Panel
following the hearing. The delisting of the Comparcommon stock would significantly affect the ligiof investors to trade the Company’s
securities and could negatively affect the value laquidity of our common stock. In addition, thelisting of the Company’s common stock
could adversely affect its ability to enter intsteategic transaction or to raise capital on teanteptable to the Company, or at all. Delisting
from The NASDAQ Global Market could also have othegative results, including the potential lossaffidence by licensing partners, the
loss of institutional investor interest and fewasiness development opportunities.

(11) NEW ACCOUNTING PRONOUNCEMENTS

In February 2007, the FASB issued Statement No, T8 Fair Value Option for Financial Assets and Fingl Liabilities—including an
amendment of FASB Statement No. 85AS No. 159”).SFAS No. 159 provides entities with an option toa$e to measure eligible items
fair value at specified election dates. If electuentity must report unrealized gains and loesdse item in earnings at each subsequent
reporting date. The fair value option may be aplnstrument by instrument, with a few excepti@ugh as investments otherwise accounted
for by the equity method, is irrevocable (unlesge® election date occurs); and is applied onlyntire instruments and not to portions of
instruments. SFAS No. 159 is effective for the pamy in 2008. The adoption of SFAS No. 159 inftist quarter of fiscal 2008 did not have
any impact on the Company’s financial statements.

In June 2007, the FASB issued EITF Issue No. 0Xe8punting for Nonrefundable Advance Payments fuwd3 or Services to Be Used in
Future Research and Development Activi(“EITF 07-3"). EITF 07-3 requires that nonrefuntbdvance payments for goods or services to
be received in the future for use in research awtldpment activities should be deferred and cligéih The capitalized amounts should be
expensed as the related goods are delivered sethiees are performed. EITF 07-3 is effectiverfew contracts entered into during fiscal
years beginning after December 15, 2007. The Casnpdopted EITF (-3 on January 1, 2008 and it did not have any imnpadts
consolidated results of operations, financial posior cash flows.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion of the financial conditenmd results of operations of EXACT Sciences Catpmr should be read in conjunction
with the condensed consolidated financial statemant the related notes thereto included elsewimetteis Quarterly Report on Form 10-Q
and the audited financial statements and notestioesind Management’s Discussion and Analysis ddtiiial Condition and Results of
Operations included in our Annual Report on FormKL@or the year ended December 31, 2007, whichideas filed with the Securities and
Exchange Commission, or SE

Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forwdwdking statements within the meaning of Sectith @f the Securities Act of 1933,
as amended, and Section 21E of the Securities addalage Act of 1934, as amended, that are intetalbd covered by the “safe harbor”
created by those sections. Forward-looking statémevhich are based on certain assumptions andritesour future plans, strategies and
expectations, can generally be identified by thee afforward-looking terms such as “believes,” “@qis,” “may,” “will,” “should,” “could,”
“seek,” “intends,” “plans,” “estimates,” “anticipates” or other comparable terms. Forward-lookingtet@ents in this Quarterly Report on
Form 1(-Q include, among others, statements regardingtiilling of material market demand, the sufficien€pur capital resources,
expected royalty fees and revenues, the potert&s@nd impact of U.S. Food and Drug Administratior FDA, regulatory action on the
marketing and sale of our DNA-based technologiaseapected actions with respect to continuingligteng of our common stock on the
NASDAQ Global Market, expectations regarding t-party reimbursement of tests using our technolegpgected restructuring charges, our
expectations concerning our commercial strategyl e effectiveness and market acceptance of chntdogies and ColoSure. Forward-
looking statements involve inherent risks and utadeties which could cause actual results to diffeaterially from those in the forward-
looking statements, including those risks and utadeties described in Item 1A of this report and Aunual Report on Form 10-K for the year
ended December 31, 2007. We urge you to congidsetrisks and uncertainties in evaluating our fardvlooking statements. We caution
readers not to place undue reliance upon any saolidrd-looking statements, which speak only asiefdate made. Except as otherwise
required by the federal securities laws, we disulainy obligation or undertaking to publicly releasgy updates or revisions to any forward-
looking statement contained herein (or elsewhearegtlect any change in our expectations with relgdaereto or any change in events,
conditions or circumstances on which any such statd is based.

Overview

EXACT Sciences Corporation develops proprietary Db&sed technologies for use in the detection of@ran#/e have selected coloret
cancer as the first application of our technologi®ge have licensed certain of our technologieduiting improvements to such technologies,
on an exclusive basis in the United States and @attaough December 2010 to Laboratory Corporaifohmerica® Holdings, or LabCorp
® . LabCorp developed and commercially offered PreBlis, its first generation non-invasive stooldgh®NA colorectal cancer screening
service for the average-risk population based arVeusion 1 technology, from August 2003 throughel2008. Effective June 1, 2008,
LabCorp stopped offering PreGen-Plus. On July2D08, LabCorp began to commercially offer ColoSuré¥'next generation non-invasive,
stool-based DNA testing service for the detectiboaborectal cancer in the average-risk populatiehich is based on certain of our
technologies. We are entitled to the same royaity milestone structure on any sales of ColoSumeasere entitled to on sales of PreGen-
Plus. Since our inception in February 1995, oingipal activities have included:

* researching and developing our technologies farregtal cancer screening;

» conducting clinical studies to validate our colaa¢écancer screening technologies;

* negotiating licenses for intellectual property tiers;

» developing relationships with opinion leaders ia ftientific and medical communities;

»  pursuing reimbursement for stool-based DNA scregmiith third-party payors, including the Centers Kéedicare and
Medicaid Services, or CMS;

« conducting market studies and analyzing variouskeatarfor our technologies;

e raising capital;

» licensing our proprietary technologies to LabCangd athers;

» working to further the adoption of stool-based DiAting for colorectal cancer, including seekingusion of such
technology in the guidelines of the major guidedimeganizations;

e pursuing U.S. Food and Drug Administration, or FzRgarance or approval, or exemptions therefronoforstool-based
DNA screening technology for colorectal cancer;

« working with LabCorp on activities in support oktbommercialization of tests using our technola@mng
*  pursuing strategic alternatives for our business.

We have generated limited operating revenues sincéception and, as of June 30, 2008, we haccemnaulated deficit of approximate
$167.3 million. Our losses have historically résdlfrom costs incurred in conjunction with ouraash,
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development, and clinical study initiatives, saarand benefits associated with the hiring of persh the initiation of marketing programs ¢
prior to August 31, 2007, the build-out of our sailefrastructure to support the commercializatibstool-based DNA screening. We expect
that our losses will continue for the next sevgesrs and we may never achieve profitability.

From the date of commercial launch through Juneg2@®en LabCorp stopped commercially offering Pre@&us, LabCorp had
accessioned approximately 14,900 PreGen-Plus sapiptduding approximately 500 in the six monthdeshJune 30, 2008 and approximately
1,800, 3,700 and 4,000 samples during the yearmsceDecember 31, 2007, 2006 and 2005, respectively.

In addition to our Version 1 technology underlyithg PreGerRlus testing service formerly offered by LabCorp, mave also developed
licensed technologies related to a Version 2 catateancer screening technology that we beliewegh@ater sensitivity and is more cost
effective than Version 1. Our Version 2 technolaggludes two DNA markers, which in published sasdhave been shown to be associated
with colorectal cancer. These markers includeatherrant methylation of the Vimentin gene promoggiion, which we refer to as Vimentin,
and DIA®, or long DNA. We have exclusive rightsth@ Vimentin technology through our license agresnwith Case Western Reserve
University, or Case Western, under which we pagyalty and certain other fees to Case Westerntimndor the right to use and sublicense
the Vimentin technology. In a recent researchystgluating stool-based DNA in 82 patients withnfimned colorectal cancer and 363
colonoscopically normal individuals, our Versiostdol-based DNA technology demonstrated sensitdfity3 percent and specificity of
82 percent for the detection of colorectal cane@n. July 14, 2008, LabCorp began to commercialfgro€oloSure™, its next generation non-
invasive, stool-based DNA testing service for teéedtion of colorectal cancer in the average-rigytation, which is based on certain of our
technologies. LabCorp’s ColoSure testing servidies solely on the Vimentin gene and does nothis®IA marker that is also included in
our Version 2 technology.

Recent Developments
Regulatory Update

From August 2003 through June 2008, LabCorp offéseBreGen-Plus testing service, which includedEffipure component from
us, as an in-house developed laboratory test,an#tbrew” testing service. On October 11, 2007 DA sent us a warning letter, or the
Warning Letter, with respect to the PreGen-Plusrtigservice, indicating that PreGen-Plus is a €ldsmedical device and that it cannot
be commercially distributed without an appropriate-market approval or clearance from the FDA. @ension 1 technology was the
basis for LabCorp’s PreGen-Plus testing serviciecive June 1, 2008, LabCorp stopped offering3@ne-Plus and indicated that it had
discontinued its use of Effipure.

In addition to our Version 1 technology underlythg PreGen-Plus testing service that was offereldatyCorp, we have also
developed a Version 2 colorectal cancer screemicignilogy that we believe has greater sensitivityia more cost-effective than Version
1. In April 2008, we began to focus our regulatoryoef§ on pursuing FDA clearance for Version 2 of mahnology, a two-marker
version that we believe offers greater sensitigity is more cost-effective than our earlier, 23k@a¥ersion 1 technologyln this regard,
in April 2008, we submitted a pre-InvestigationaJite Exemption, or pre-IDE, request to the FDAdar Version 2 technologyThe
objective of the pre-IDE process was to seek carage from the FDA that a 510(k) submission folldviy ade novcclassification
request is an appropriate regulatory path for censidn 2 technology and that the clinical and o#ftedies proposed in our Version 2 pre-
IDE submission would likely support suclde novaregulatory path.

On July 14, 2008, LabCorp announced that it woelgib offering a new laboratory-developed test dcall®loSure, a single-marker
test that is based on certain of our Version 2lgtaual property and that does not use the Efézomponent. Also in July 2008, we
confirmed with the FDA the clinical performance deteristics and the minimum number of average¢@krectal cancer samples that
would be required for validation of our Versiontda-based DNA technology for colorectal canceesaing. In addition, based on our
discussions with the FDA, we believe that tieenovapathway would be the appropriate regulatory pathitéoVersion 2 technology. We
estimate that total costs to complete its Versimaltlation studies and the related regulatory sabion process would range from $6.5
million to $8.5 million. The FDA may ultimately termine that a preaarket approval application, or PMA, is the appiaigr path forwar
for us with respect to Version 2 of our stool-baB®A technology instead of de novgpathway, or that additional samples, and a more
expensive and time-consuming study or studies neagtuired for clearance or approval. We beliée the studies required in
connection with any approval or clearance of oursiten 2 technology, regardless of whether the egguy pathway isle novo
classification or a PMA, will be material in costcatime-intensive. There can be no assurance-Atwill ultimately approve ae novo
classification request or approve a PMA.

As described under the heading “2008 Restructuriiddw, in July 2008, we further reduced our céstcsure by suspending the
clinical validation study and other studies for Marsion 2 technology and eliminating eight positiavithin the Company. Because we
not currently have sufficient funds to complete ahgical validation or other FDA-related studyair Version 2 technology, we will need
to raise additional capital through a strategiogetion, debt or equity financing, or third-pacbllaboration, if any, and/or some
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combination of any of the foregoing in order toduemy FDA regulatory clearance or approval proodéssir Version 2 technology. There
can be no assurance that we will be successfddargg any additional capital to pursue the chhiclidation study for our Version 2
technology under any potential strategic transaabiocapital structure. If we are unable to firatie requisite clinical and other studie
its Version 2 technology, we will not be able torgaete and submit our application to seek FDA apalror clearance of our Version 2
technology.

2008 Restructuring

In July 2008, we took actions to further reduce @ust structure to help preserve our cash resoundesh we refer to as the 2008
Restructuring. These actions included includingpsmding the clinical validation study of our Versi2 technology, eliminating eight
positions, or 67% of our staff, and seeking theegetiation of certain fixed commitments. We exgeaecord estimated restructuring
charges ranging from approximately $200,000 to $BUDin the third quarter of 2008 in connectionhwone-time employee termination
benefits, including severance, outplacement anerdtinge benefits. These estimated charges @sllit in future cash expenditures. In
addition, after performing the requisite impairmanalyses, we recorded non-cash impairment chafggsproximately $253,000 related
to our patent portfolio during the quarter endedeJB0, 2008. We continue to assess our faciligdaend other operating costs and, as a
result, could incur additional restructuring chargethe event we undertake additional activiteeseduce facility or other operating costs.

Delisting Notice from NASDAQ

As previously disclosed on July 11, 2008 via pre$sase and a filing on Form 8-K, on July 10, 2008 received notice from The
NASDAQ Stock Market that we were not in compliamdth NASDAQ Marketplace Rule 4450(b)(1)(A), whickquires a listed security
maintain a minimum $50.0 million market capitalipatfor continued listing on The NASDAQ Global Matk

In accordance with NASDAQ Marketplace Rule 4450fk){ve were provided a period of 30 calendar daysntil August 11, 2008,
to regain compliance. Because we have not rega@ioegbliance by maintaining a minimum $50.0 millioarket value of our common
stock for at least 10 consecutive business daysrd#&ugust 11, 2008, we expect to receive an aditinotice of non-compliance from
NASDAQ. We are currently evaluating alternativesesolve the listing deficiency, if any, and irdeo request a hearing before a
NASDAQ Listing Qualifications Panel, or the Parteladdress this issue. Our common stock will renfiated on The NASDAQ Global
Market pending the issuance of a decision by tmeHallowing the hearing. The delisting of oummmon stock would significantly affe
the ability of investors to trade our securitied @ould negatively affect the value and liquidifyoor common stock. In addition, the
delisting of our common stock could adversely &ffaa ability to enter into a strategic transactiorio raise capital on terms acceptable to
us, or at all. Delisting from The NASDAQ Global ktat could also have other negative results, iriolythe potential loss of confidence
by licensing partners, the loss of institutionaldéstor interest and fewer business developmentroppities.

Colorectal Cancer Screening Guidelines

Professional colorectal cancer screening guideliméise United States, including those of the Arcami Cancer Society, or ACS, the
American College of Gastroenterology and the AnariGastroenterological Association, recommend se@dreening by a variety of
methods. Historically, such recommendations céedisf colonoscopy, flexible sigmoidoscopy, doutdatrast barium enema, and fecal oc
blood testing (FOBT), as well as combinations aghemf these methods. On March 5, 2008, the AGSULIS. Multi-Society Task Force on
Colorectal Cancer, a consortium of several orgaioizsa including representatives of the Americanl€y# of Gastroenterology, American
Gastroenterological Association, American SocietyGastrointestinal Endoscopy and the Americanegellof Physicians/Society of Internal
Medicine, or MSTF-CRC, and the American Colleg&afliology announced that non-invasive, stool-b&§4 screening technology has
been included in the updated national colorectateascreening guidelines as a screening optiothédetection of colorectal cancer in
average risk, asymptomatic individuals age 50 dmye. These new guidelines now divide colorecalcer screening into two groups, one
including non-invasive methods for the early deétecbf colorectal cancer and the other includingaiive techniques for the prevention and
early detection of colorectal cancer. Non-invaseehnologies include fecal occult blood testind atoolbased DNA screening for individui
unwilling or unable to use invasive screening pdates. Invasive procedures include colonoscopyilile sigmoidoscopy, CT colonography,
and double contrast barium enema and, accorditigetoew guidelines, are designed to detect bots eancer and adenomatous polyps and
should be encouraged if resources are availablgatients are willing to undergo and invasive tésthile we view inclusion of our stool-
based DNA technology in the ACS and MSTF-CRC gunésl as a critical first step toward building sci#nt demand for any stool-based
DNA screening test for colorectal cancer, we belithat FDA clearance for our technologies, and beirsement from the Centers for Medic
and Medicaid Services and other third-party payolisbe necessary to achieve any significant insesia demand for our technologies. In
addition, the ACS and MSTF-CRC guidelines indicdteat new technologies and new technical versidrpproved technologies need only
detect a majority of colorectal cancers in a sdregpopulation to meet guidelines criteria. Wedawt performed a stand-alone colorectal
cancer screening study of LabCorp’s ColoSure tedtthere can be no assurance that the guidelinegpgmwill agree that existing studies using
our Version 2 technologies, and any related dgt@aauing ColoSure, will meet the requirements eethfin the current ACS and MSTF-CRC
guidelines for inclusion of ColoSure in future gelides of such organizations. If the guidelinesugs indicate a lack of acceptance for these
more advanced technologies, such action could aawmaterially adverse impact on our business.
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Our Cost Structure

In addition to the 2008 Restructuring, in Octob@d@ and again in July 2007, we initiated cost réidagplans and reduced our workforce
and other operating expenses, which we refer thea006 Restructuring and the 2007 Restructurespectively, to help preserve our cash
resources. The 2006 Restructuring eliminated 2itipns, or 48% of our staff at that time, acroddapartments. As part of the 2007
Restructuring, we eliminated our sales and margdftinctions, terminated six employees, and subteaggortion of our leased space at our
corporate headquarters.

Research and development expenses include costisddd scientific and laboratory personnel, redeand clinical studies and reagents
and supplies used in the development of our teclyies and, effective as of January 1, 2006, noh-saxk-based compensation recorded
pursuant to SFAS No. 123 (revised 20Bhare-Based Paymendr SFAS No. 123(R). Although we have suspentied/ersion 2 clinical
validation study, and took steps in 2006, 2007 20@B to lower research and development costs, Watillilikely need to invest substantial
funds in additional research, design and developneerclinical or other studies that may be requiiier FDA approval or clearance of our
stool-based DNA screening technologies, to sucabgsfommercialize our Version 2 technology, or dature versions of our technologies or
products. In this regard, the costs of the clingcal related technical validation studies thatbsbeve are required by the FDA in connection
with any futurede novdb10(k) pre-market clearance notice for our Versddechnology, as well as any subsequent studiéings for other
versions of our technologies, are expected to ltenah We do not have, and can make no assuthateve can raise or otherwise secure, the
capital necessary to initiate the Version 2 clihiedidation study or the related regulatory sulsita. As a result of the cost reduction actions
taken in 2008, we expect research and developnostd i 2008 to be lower than 2007 levels.

Selling, general and administrative expenses hamsisted primarily of non-research personnel sedanffice expenses, professional fees
and, as of January 1, 2006, non-cash stmded compensation recorded pursuant to SFAS NBgR).2 As a result of the 2007 Restructuring
which we eliminated our sales and marketing fumstieffective August 31, 2007, we do not expechbtoii material sales and marketing
operating expenses in 2008. We expect generahdmihistrative expenses in 2008 to be higher tiY 2evels, primarily as a result of
increased professional fees during 2008 in conmretiith our efforts through July 2008 to obtain FPegulatory clearance or approval of our
Version 2 technology.

Other Factors Affecting Potential Revenue Growth

We believe that substantial funds and managetiahtion will likely need to be invested in salesianarketing efforts over the next sew
years for our sto-based DNA screening technologies to be commeycsaltcessful. We do not have, and we cannot agsuréhat LabCorp
will devote, the funds or management resourceswhdtelieve are likely necessary to build suffitidemand for ColoSure. Despite the
inclusion of stool-based DNA screening in colorectmcer screening guidelines, we do not expecerigtrevenue growth from sales of
ColoSure until such time as FDA clearance or apgrsvobtained, if ever, and reimbursement is gtegliby CMS and other third-party payors
at an acceptable level. In addition, we believesuecess will also depend upon a number of adhditifactors that are largely out of our
control, including the following:

» the impact that the inclusion of stool-based DNAesaing in guidelines will have on prescribing phigns, third-party
payors, including CMS, and health care consumers;

e any regulatory restrictions placed upon ColoSurargr other product or testing service based ortemimologies;

»  success in educating third-party payors, includihgS, managed care organizations, and technolog@ssisgent groups
regarding stool-based DNA screening;

+ effective negotiation and contracting by us andCatp with CMS and other third-party payors for cage at acceptable
levels of reimbursement for stool-based DNA scnegni

»  patient acceptance of stool-based DNA screenimdding its novel sample collection process;

» the absence of competing technologies that offaalegr better attributes than stool-based DNA streg

» stool-based DNA screening becoming a standardrefaaong prescribing physicians; and

» the quality and service of the LabCorp testing pssc

As a result of the foregoing, we engaged an investrhank in the first quarter of 2008 to assistlaard of directors in evaluating
strategic alternatives for the Company. On July20®8, we announced our revised corporate stratetake immediate actions to preserve
existing cash while focusing on the pursuit ofratsgic transaction for the business. To datehawe not entered into any agreements or
commitments for any specific strategic alternativéransaction in connection therewith. Our rediserporate strategy may not result in a
strategic alternative in the near future, if at all

Our revenue is comprised of the amortization ofrapt license fees for the licensing of certaingmatrights to LabCorp under our strate
license agreement and product royalty fees on sedtisby LabCorp utilizing our technology, whichshaistorically been based on PreGen-Plus
sales but will now be based on ColoSure sales.eXgect that product royalty fees for the full y2an8 will
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be lower than amounts recorded in 2007 as a refplitential thirdparty royalty obligations in connection with our @nded license agreem:
with LabCorp. In addition, as a result of the setamendment to our license agreement with LabGuhjgh also extended the exclusive
license period under our agreement with LabCorpexgect that license fee revenue for 2008 willdvedr than amounts recorded in 2007 as a
result of the extended amortization period overalwtdur remaining deferred revenue will be amortized

Reimbursement

An important component of our reimbursement styaiedo obtain a National Coverage DeterminatiarNE@D, from CMS for inclusion
of our stoolbased DNA screening technologies for colorectateaim the Medicare program. In December 2004swanitted our applicatic
for a NCD on our stool-based DNA technology, aalmtatory developed test that was not cleared mrogpd by the FDA. The application
was accepted by CMS on August 1, 2007. In Oct@ber, we received the Warning Letter from the FDZllowing our receipt of the
Warning Letter, we sought to understand what imgieetVarning Letter would have on the NCD givert ttebCorp, the entity commercially
offering the only available stool-based DNA testl Wot receive a Warning Letter and that the conumadly available test remained on the
market. We also sought to subsequently withdraattplication for a NCD to preserve our optiondw@MS for reconsideration of our
application. CMS subsequently issued a proposddten, on April 28, 2008, a final decision memalam regarding our application. In th
memoranda, CMS decided to not provide national mmefor our Version 1 technology, in part becaafdhe FDA'’s determination as set
forth in the Warning Letter. However, the decisinamoranda also indicated that CMS would recongideapplication for coverage of stool-
based DNA screening for colorectal cancer followamy such FDA clearance or approval of our DNA ecieg technology. Accordingly, we
intend to submit our NCD application for reconsatem following any such FDA clearance or apprauadl our accumulation of other
information and evidence that may be necessarguoh submission. There can be no assurance thsibWe, or any subsequent versions of
our technology, will be cleared or approved byREEA. Even if cleared or approved by the FDA, thema be no assurance that CMS will
reach a positive coverage decision regarding ayuest for an NCD on any version of our technologigereover, even if CMS issues a
positive coverage decision for any version of dapbkbased DNA screening technology, such covedags not guarantee adequate levels of
reimbursement. We could incur significant cost€ran extended period of time, to obtain the nexgstata for a positive coverage and
reimbursement decisions from CMS. Additionallyspige the fact that our technology is includedhia ACS and MSTF-CRC guidelines, the
Warning Letter may have a similar impact on privhted-party payors in that those payors may defenbursement policy decisions with
respect to our technology until such time as waioEDA clearance for our technologies.

In addition, at its February 2008 meeting, the E&elitorial Panel of the American Medical Associatmmsidered a request from
gastroenterology specialty physician organizationsreate a category Il code for a stool-based D&t While the CPT Editorial Panel
decided to postpone discussion on the issue, fhlecafion can be reconsidered at any future megtintgss it is withdrawn. The CPT Editorial
Panel meets three times each year; the final 2688ing is scheduled for October. Category |1l caglestemporary codes which are used to
designate emerging technologies, services and guoes and are issued semi-annually unlike Catelgowges which are issued annually.
Payors typically do not cover services with Catgdtdrcodes because they consider “emerging” tetdgjies to be “investigational” services
and are therefore not covered services. The oreafia Category Ill code for our stool-based DN&Hnology could limit the number of
payors that reimburse stool-based DNA colorectateascreening, which would materially limit ouveaues and adversely affect our
operating results and financial position.

Significant Accounting Policies

This management’s discussion and analysis of aanfiial condition and results of operations is Baseour consolidated financial
statements, which have been prepared in accordetitaccounting principles generally accepted i thnited States. The preparation of tl
financial statements requires us to make estinatdsassumptions that affect the reported amourdss#ts and liabilities and the disclosure of
contingent assets and liabilities at the date efitancial statements as well as the reportedge® and expenses during the reporting per
On an ongoing basis, we evaluate our estimateguaigdnents, including those related to revenue reitiog, certain third party royalty
obligations, and intangible assets. We base stimates on historical experience and on variohsrdictors that are believed to be
appropriate under the circumstances, the resultghath form the basis for making judgments aboetdarrying value of assets and liabilities
that are not readily apparent from other sourdesual results may differ from these estimates umliiéerent assumptions or conditions.

The notes to our consolidated financial statemierctaded in our annual report on Form 10-K for ylear ended December 31, 2007,
which has been filed with the SEC, include a sunynoéthe significant accounting policies and methaded in the preparation of our
consolidated financial statements. As describéalave believe that that the following accountpgjicies and judgments are most critical to
aid in fully understanding and evaluating our répdifinancial results.

21




Table of Contents
Revenue Recognition.

License fees License fees for the licensing of product rightsrgtiation of strategic agreements are recordededsrred revenue
upon receipt and recognized as revenue on a stiaighbasis over the license period. On June2R®y, we entered into an
amendment to our exclusive license agreement vatiCorp, or the Second Amendment, which, among atieelifications to the
terms of the license, extended the exclusive liegresiod of the license with LabCorp from Augusd2@hrough December 2010.
Accordingly, we amortize the remaining deferredemaye balance at the time of the Second Amendmérit (illion) on a straight-
line basis over the remaining exclusive licenseogemwhich ends in December 2010.

Product royalty fees We have licensed certain of our technologies, ol improvements to such technologies, on an skah
basis through December 2010 to LabCorp. LabCovpldped and commercially offered PreGen-Plus, aineasive stool-based
DNA colorectal cancer screening service for theaye-risk population based on the Company’s Versitechnology, from
August 2003 through June 2008. Effective Juned@82LabCorp stopped offering PreGen-Plus. On 14[y2008, LabCorp began to
commercially offer ColoSure, its next generatiom+iavasive, stoobased DNA testing service for the detection of cattal cancer i
the average-risk population, which is based oragedf our Version 2 technology. We will be emitlto the same royalty and
milestone structure on any sales of ColoSure awere entitled to on sales of PreGen-Plus.

Prior to the effective date of the Second Amendmaunt product royalty fees were based on a specifimtractual percentage of
LabCorp’s cash receipts from performing PreGen-Rdats. Accordingly, we recorded product royadtgs based on this specified
percentage of LabCorp’s cash receipts, as reptotad each month by LabCorp. Subsequent to tleetdfé date of the Second
Amendment, our product royalty fees are based speaified contractual percentage of LabCorp’s ee¢nues from sales of PreGen-
Plus through June 1, 2008, when LabCorp stoppetioff PreGen-Plus and from sales of ColoSure frochadter July 2008.
Accordingly, subsequent to the effective date ef #@cond Amendment, we record product royalty fiesed on the specified
contractual percentage of LabCorp’s net revenues fts sales of such colorectal cancer screenstg,tas reported to us each month
by LabCorp. The current royalty rate is 15%, sabfe an increase to 17% in the event that Lab@oipeves a specified significant
threshold of annual net revenues from the salassicti colorectal cancer screening tests.

Additionally, pursuant to the Second Amendmentwilepotentially be obligated to reimburse LabCdaop certain third-party
royalty payments, as described in Note 4 to thelensed consolidated financial statements locatesivblere in this quarterly report
Form 10-Q. To the extent we incur liabilities ionmection with this provision of the Second Amendm#he accretion of such
liabilities will be recorded as a reduction in ghr@duct royalty fee line item in our consolidateéatsments of operations.

Product revenue Product revenue from the sale of certain componefmsir Effipure technology to LabCorp is recogizeon
transfer of the components provided that title pasthe price is fixed or determinable and coltectf the receivable is probable.
Effipure is not used as a component in LabCorp’®ESuore offering.

Other revenue Revenue from milestone and other performapased payments will be recognized as revenue wigemileston
or performance is achieved and collection of theireable is estimable and probable.

Patent Costs. Patent costs are capitalized as incurred andraggtized beginning when patents are issued ovestmated useful life of
five years. Capitalized patent costs are expenped disallowance of the patent, upon a decisionship no longer pursue the patent, or when
the related intellectual property is deemed to déonger of value to us. As of June 30, 2008 nitagority of the recorded value of the patent
portfolio related to intellectual property licensedLabCorp in connection with its stool-based Dbl#lorectal cancer screening service.

The following table summarizes activity with respecour capitalized patents for the six monthseshdune 30, 2008 and 2007. Amounts
included in the table are in thousands.
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Six Months Six Months
Ended June 30, Ended June 30,
2008 2007
Patents, net of accumulated amortization, Beginoingeriod $ 43z  $ 768
Patent costs capitaliz¢ 83 33
Amortization of patent (62 (86)
Write-offs of patents (25%) (153)
Patents, net of accumulated amortization, End abgde $ 20C $ 557

During the three months ended March 31, 2007, vieraéned that we would likely not pursue commeization of certain technologies
and, accordingly, wrote off approximately $121,00@apitalized patents related to these technafogi@apitalized patents written off during
the three months ended March 31, 2007 were uncetatmtellectual property licensed to LabCorp RseGen-Plus. During the three months
ended June 30, 2007, a capitalized pending papgfication, which is not critical to LabCorp’s stdmased DNA colorectal cancer screening
service, was not approved by the U.S. Patent aadefnark Office, and, accordingly, we wrote off apgmately $32,000 in connection with
this patent application.

In July 2008, we took immediate actions pursuarmiuorevised corporate strategy to preserve exjstash while pursuing a strategic
transaction for the business. Under this revisegarate strategy, we implemented cost reductidiaiives, including suspending the clinical
validation study of our Version 2 technology anidhéhating eight positions. These cost reductiotioas were deemed to be impairment
indicators pursuant to SFAS No. 14&counting for the Impairment or Disposal of Longdd Assetspr SFAS No. 144. After performing the
requisite impairment analysis, we wrote off appnoaiely $253,000 in capitalized patents relatedifipalty to one of the components of our
Version 2 technology that is not used in LabComigrent ColoSure testing service.

We apply SFAS No. 144, which requires us to cordilyuevaluate whether events or circumstances bagerred that indicate that the
estimated remaining useful life of long-lived assmtd certain identifiable intangibles may warrawision or that the carrying value of these
assets may be impaired. Such events may incletiarge in the regulatory requirements for ColoSure.

Stock-Based CompensationWe adopted SFAS No. 123(R) effective January0062using the modified prospective transition mdtho
SFAS No. 123(R) requires all share-based paymergmployees, including grants of employee stociooptand shares purchased under an
employee stock purchase plan (if certain parametersiot met), to be recognized in the financiaeshents based on their fair values. SFAS
No. 123(R) did not change the accounting guidancsliar-based payment transactions with parties other ¢éingployees provided in SFAS
No. 123, as originally issued and EITF-18, Accounting for Equity Instruments That Are Issue®ther Than Employees for Acquiring, or in
Conjunction with Selling, Goods or ServiceBrior to January 1, 2006, we accounted for stmaded compensation under the provisions of
Accounting Principles Board Opinion No. 2&;counting for Stock Issued to Employees

We believe that full consideration has been giwealltrelevant circumstances that we may be sulbjeetnd the financial statements
accurately reflect our best estimate of the reqfltsperations, financial position and cash floassthe periods presented.

Critical Accounting Estimate — Third-Party Royalty Obligation

Pursuant to the terms of the Second Amendment, ilpatentially be obligated to reimburse LabCoqp €ertain third-party royalty
payments if LabCorp’s thirgarty royalty rate is greater than a specified ltgy@te during the measuring period, as outlinethie table below
Our obligation to pay LabCorp pursuant to this jsmn of the Second Amendment is based on LabCaegless volumes of colorectal cancer
screening tests using our technology during thepamate measurement periods, as defined belovigniisant increase in such sales volumes
during any measurement period, as compared torivatdreGen-Plus sales volumes, could reduce ot@ngial obligation during any
measurement period, while test volumes consistéhthistorical PreGen-Plus sales levels could taauggregate payments to LabCorp
totaling up to $3.5 million during the measuremeatiods. Until LabCorp’s sales of colorectal carsgreening tests using our technology
increase to a level that would reduce this potenteximum obligation, if ever, we intend to recangr estimated obligation under this
provision of the Second Amendment as a reductidhen
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product royalty fee line item in its consolidateédtements of operations, in accordance with EITEFMNe09,Accounting for Consideration
Given by a Vendor to a Customer (Including a Reseif the Vendor's Products)Based on sales volumes of PreGen-Plus througg Du
2008 and anticipated sales volumes of ColoSuref dgne 30, 2008, we had accrued a total of $2lilomrelated to the total potential $3.5
million obligation to LabCorp, including the totabtential $1.5 million obligation related to thestimeasurement period, which ends in
December 2008, as well as $500,000 of the totamiiatl $1.0 million obligation related to the sedaneasurement period, which ends in

December 2009. We recorded charges of $0.5 mifliwh$0.8 million, respectively, during the threel aix months ended June 30, 2008 in
connection with this third-party royalty obligatiohese charges were recorded under the captiaaltiet royalty fees” in our consolidated
statements of operations. This obligation is rdedrin our consolidated balance sheets under fhteond Third-party royalty obligation.”
Future increases in this obligation, to the exteagessary, will continue to be recorded as chamt®e product royalty revenue line item of «
consolidated statements of operations. Amountsidied in the table are in thousands.

Potential Potential
Minimum Maximum
Third Party Third Party
Royalty Royalty
Measurement period Measurement period Obligation During Obligation During
Start Date End Date Measurement Period Measurement Period
June 28, 200 December 31, 200 $ 1,50C
January 1, 200 December 31, 200 1,00(
January 1, 2010 December 31, 201 1,00(
$ $ 3,50(

Recent Accounting Pronouncements

In September 2006, the FASB issued Statement Ng.Acgounting for Fair Value Measurementsr SFAS No. 157. SFAS No. 157
clarifies the principle that fair value should tesbd on the assumptions market participants waddumhnen pricing an asset or liability and
establishes a fair value hierarchy that prioritidtesinformation used to develop those assumptidhrgder the standard, fair value
measurements are separately disclosed by leveihwiih fair value hierarchy. SFAS No. 157 is efife for financial statements issued for
fiscal years beginning after November 15, 2007 iatetim periods within those fiscal years. We a@dpBFAS No. 157 on January 1, 2008
it did not have any impact on our consolidated ltesaf operations, financial position or cash flows

SFAS No. 157 establishes a fair value hierarchygharitizes the inputs used to measure fair vahat maximizes the use of observable
inputs and minimizes the use of unobservable in@itservable inputs are inputs that reflect themgsions that market participants would
in pricing the asset or liability developed basedtarket data obtained from sources independeus.dfinobservable inputs are inputs that
reflect our assumptions about the assumptions rhpegécipants would use in pricing the asset ability developed based on the best
information available in the circumstances.

The three levels of the fair value hierarchy esshield by SFAS No. 157 in order of priority are akofvs:

Level 1 Quoted prices (unadjusted) in active markets feniital assets or liabilities that we have theitghib access as of the reporting
date. Active markets are those in which transastior the asset or liability occur in sufficiemduency and volume to provide
pricing information on an ongoing bas

Level 2 Pricing inputs other than quoted prices in activakats included in Level 1, which are either diieor indirectly observable ¢
of the reporting date. These include quoted pricesimilar assets or liabilities in active markeind quoted prices for identical
or similar assets or liabilities in markets that apt active

Level 3 Unobservable inputs that reflect our assumptiomaiithe assumptions that market participants wasklin pricing the asset or
liability. Unobservable inputs shall be used to mwga fair value to the extent that observable impu¢ not available

In accordance with the disclosure provisions of SBo. 157, the following table presents our falueameasurements as of June 30,
2008, along with the level within the fair valuetarchy prescribed by SFAS No. 157 in which thevalue measurements in their entirety 1
segregating fair value measurements using quotedspin active markets for identical assets oiilitéds (Level 1), significant other observal
inputs (Level 2), and significant unobservable ispilLevel 3). Cash and cash equivalents are redaaticost, which approximates fair value.
Amounts in the table are in thousands.
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Fair Value Measurement at June 30, 2008 Using:

Quoted Prices in Active Significant Other Significant Unobservable
Fair Value at Markets for Identical Assets Observable Inputs Inputs
Description June 30, 2008 (Level 1) (Level 2) (Level 3)
Available-for-Sale Marketabli
Securities $ 224, $ — $ 224 $ —
Total $ 2,24 $ — $ 2,24 $ —

In February 2007, the FASB issued Statement No, Th& Fair Value Option for Financial Assets and Final Liabilities—including an
amendment of FASB Statement No. 1d5SFAS No. 159. SFAS No. 159 provides entitigh an option to choose to measure eligible items
at fair value at specified election dates. If eddctan entity must report unrealized gains ancelosa the item in earnings at each subsequent
reporting date. The fair value option may be agplnstrument by instrument, with a few exceptieugh as investments otherwise accounted
for by the equity method, is irrevocable (unlesew election date occurs); and is applied onlyntiire instruments and not to portions of
instruments. SFAS No. 159 is effective for us i®&0 The adoption of SFAS No. 159 in the first gerof fiscal 2008 did not have any impact
on our financial statements.

In June 2007, the FASB issued EITF Issue No. 0&eBpunting for Nonrefundable Advance Payments fowdS or Services to Be Used in
Future Research and Development Activi, or EITF 07-3. EITF 07-3 requires that nonrefumdadvance payments for goods or services to
be received in the future for use in research awtldpment activities should be deferred and clged The capitalized amounts should be
expensed as the related goods are delivered sethiees are performed. EITF 07-3 is effectiverfew contracts entered into during fiscal
years beginning after December 15, 2007. We addpt€F 07-3 on January 1, 2008 and it did not have any impa®ur consolidated results
of operations, financial position or cash flows.

Results of Operations

Revenue. Total revenue decreased to $(0.1) million forttiree months ended June 30, 2008 from $1.1 mifbothe three months end
June 30, 2007, and decreased to $(0.1) milliotHersix months ended June 30, 2008 from $2.3 mifiaw the six months ended June 30,
2007. Total revenue during these periods is pilnaomposed of the amortization of up-front tecluyy license fees associated with our
amended license agreement with LabCorp that argglzenortized on a straight-line basis over theiesiek license period, which ends in
December 2010 and, to a lesser extent, royaltidsaborp’s sales of PreGen-Plus, and sales of &#ipnits to LabCorp.

The decrease in total revenue for the three antheiths ended June 30, 2008 when compared to ithe gariods of 2007 was primarily
the result of a decreases of approximately $0.8amiand $1.5 million for the three and six mon#msled June 30, 2008, respectively, in non-
cash license fee amortization revenue resulting fitee Second Amendment, which extended the ex@ystviod under our license agreement
with LabCorp from August 2008 to December 2010. aAesult of this extension, the remaining unamediup-front license fees that LabCorp
previously paid to us ($4.7 million at the timetbé Second Amendment) are now being recognizedalager period of time, resulting in
lower non-cash license fee amortization as compiar@dior periods.

In addition, product royalty revenues were $0.8iariland $0.8 million lower for the three and siomths ended June 30, 2008,
respectively, when compared to the same perio@9@7 due to charges of $0.5 million and $0.8 milliecorded in the product royalty reve
line item of our consolidated statements of operetiin the three and six months ended June 30, 286§8ectively, in connection with our
third-party royalty reimbursement obligation to IGdrp. These charges to product royalty revenue wemorded pursuant to the Second
Amendment and resulted in negative product roya@tenue for the three and six months ended Jun208@.

In June 2008, LabCorp stopped offering PreGen-Rtasyersion of the stool-based DNA technology ttest been the subject of FDA
inquiry over the past several years. In July 2Q@®&Corp began offering a new stool-based DNA tghbtich is different from our Version 2
technology and is based solely on the Vimentin gamaethylated DNA marker that in published stuai@s shown to be associated with
colorectal cancer. Pursuant to our license agraewi¢gh LabCorp, we are entitled to the same rgyaftd milestone structure on sales of
ColoSure as we were entitled to on sales of Pre&3es-

Research and development expendeesearch and development expenses decreased tmi$iimb for the three months ended June 30,
2008 from $1.3 million for the three months endedel30, 2007, and decreased to $1.4 million foistkenonths ended June 30, 2008 from
$2.6 million for the six months ended June 30, 200fe decrease in the three and six months ended3D, 2008 as compared to the same
periods of 2007 was primarily the result of thetomuing effect of the cost reduction plans undestakh 2006 and 2007 as described under the
heading “Our Cost Structure” above. Included ia decrease in research and development
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expenses for the quarter ended June 30, 2008 ngsaced to the quarter ended June 30, 2007, wereatss of $0.3 million in licensing costs,
$0.1 million in personnel-related expenses and 8dllion in other lab-related operating expensed amecrease of $0.3 million on non-cash
stock-based compensation resulting from the Juf& B&uance of 100,000 shares of our common sto€intomethylome Sciences S.A., or
OMS, on June 14, 2007 pursuant to the terms of muféaturing and Supply Agreement with OMS. Incldidie the decrease in research and
development expenses for the six months ended3ur008, as compared to the six months ended3Wr&07, were decreases of

$0.3 million in licensing costs, $0.3 million inblaelated operating expenses, $0.2 million in pemsbrelated expenses and a decrease of $0.3
million on non-cash stock-based compensation rieguftom the June 2007 issuance of our common $EXVS.

General and administrative expensesseneral and administrative expenses increasgdl. 'omillion for the quarter ended June 30, 2008,
compared to $1.4 million for the quarter ended BMe2007. The increase was primarily the resutiadent impairment charges of $0.3
million recorded in the quarter ended June 30, 268 ribed under the heading “2008 Restructuraigve, which was offset by a reductior
$0.2 million in salary, benefit and other costs thuower general and administrative headcountrdytiie quarter ended June 30, 2008, as
compared to the same quarter of 2007.

General and administrative expenses increased.8or$iBion for the six months ended June 30, 20081 $3.1 million for the six months
ended June 30, 2007. The increase was primaglyetbult of higher professional fees of $0.5 millio connection with our reimbursement
efforts with CMS and our regulatory efforts wittetRDA, as well as an increase of $0.1 million itepawrite-offs. These increases were
partially offset by a decrease of $0.4 million alasy, benefit and other costs due to lower geradladministrative headcount during the six
months ended June 30, 2008, as compared to thepsiod of 2007.

Sales and marketing expensesSales and marketing expenses decreased to $tefthiree and six months ended June 30, 2008 from
$0.4 million and $0.8 million for the three and swonths ended June 30, 2007 as a result of thénaliion of our sales and marketing functi
effective August 31, 2007, as described under &aelimg “Our Cost Structure” above.

2007 Restructuring. On August 31, 2007, we entered into a third anmreard, or the Third Amendment, to our exclusiverige agreeme
with LabCorp that, among other things, added ami@k$2.5 million milestone payment for which weynbe eligible upon policy-level
reimbursement approval from Medicare at a specifi@dmum reimbursement rate, inclusion of stooldsthBNA screening in clinical practice
guidelines and the achievement of certain increessales levels of ColoSure over a defined meagueriod. The Third Amendment also
provided that LabCorp will assume sole respongjhitit its expense, for all commercial activitietated to LabCorp’s stodlased DNA testin
service, and provided that LabCorp would offer dt-@mployment to certain of our former personnki.connection with the Third
Amendment, we terminated five employees and ondaree effective August 31, 2007 and October 31,7208spectively, which we refer to
as the 2007 Restructuring. The 2007 Restructwiag principally designed to eliminate our sales iwadketing functions to reduce costs and
help preserve our cash resources. In connectitintie 2007 Restructuring, we recorded restrucgucimarges of approximately $0.8 million
during the three months ended September 30, 200iaphy related to one-time termination benefitsiry under retention and severance
agreements with each of the terminated employees.

Restructuring charges recorded during the thirdtguaf 2007 of $0.8 million included $0.6 million severance and related benefit costs
expected to be paid in cash through May 2008, &2l sillion in non-cash stock-based compensati@rgds recorded in connection with
certain stock option modifications.

During the fourth quarter of 2007, we entered mtsublease agreement, or the Sublease AgreemenblEase approximately 11,834
square feet of rentable area in our corporate heatiys. In connection with the Sublease Agreenpwvemtrecorded restructuring charges of
approximately $0.4 million during the fourth quarté 2007 (included opposite the caption “Facignsolidation costs” in the table below),
which consist of approximately $0.3 million in fuéucash payments related to the difference betwaenommitted lease payments and the
estimated sublease rental income under the Subdeeement and approximately $0.1 million of nosttaharges related to the write-off of
leasehold improvements abandoned in connectionthétfSublease Agreement. Our decision to entertivg Sublease Agreement was dee
to be an impairment indicator under SFAS No. 1A4.a result of performing the impairment evaluasicaisset impairment charges of
$0.1 million were recorded to adjust the carryiadpe of the related leasehold improvements to thetirealizable value. Facility consolidat
costs also include one-time real estate transafgiemin connection with the Sublease Agreement.

Amounts remaining in the 2007 Restructuring accatdlune 30, 2008, which are expected to be paithoough July 2010, are recorded
under the caption “Accrued expenses” in our conddmr®nsolidated balance sheets. The followingetabmmarizes changes made to the
restructuring accrual during the six months endete B0, 2008 relating to the 2007 Restructuring@mdease Agreement. Amounts included
in the table are in thousands.
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Balance, Balance,
December 31, Cash Non-cash June 30,
Type of Liability 2007 Charges Payments Write-offs 2008
Employee separation cos $ 224 $ @ % 217 ¢ — $ —
Facility consolidation cost 26¢ — (62 — 20¢€
Total $ 49; $ 7 $ (79 $ — 3 20€

As described above under the heading “Our Costgire’, in July 2008, we initiated the 2008 Restuwiag to further reduce our cost
structure to help preserve our cash resourcesexflect to record estimated restructuring chargegimg from approximately $200,000 to
$300,000 in the third quarter of 2008 in connectigih one-time employee termination benefits, indhg severance, outplacement and other
fringe benefits. These estimated charges willltésduture cash expenditures. We continue tess®ur facility needs and other operating
costs and, as a result, could incur additionatuesiring charges in the event we undertake additiactivities to reduce facility or other
operating costs.

We account for restructuring charges in accordavite SFAS No. 146Accounting for Costs Associated with Exit or Disgddsctivities,
or SFAS No. 146. SFAS No. 146 requires that alligtfor a cost associated with an exit or dispasetivity be recognized and measured
initially at its fair value in the period in whidhe liability is incurred, except for one-time tenation benefits that meet specified requirements.

Interest income. Interest income decreased to $0.1 million fortttree months ended June 30, 2008 from $0.2 miftiothe three
months ended June 30, 2007. Interest income dedtda $0.2 million for the six months ended Jube2®08 from $0.5 million for the six
months ended June 30, 2007. These decreases weete ldwer average cash, cash equivalents andetiadtle securities balances held during
the three and six months ended June 30, 2008 gsacethto the same periods of 2007, as well add@ssable interest rates on investments
held during the three and six months ended Jun2®IB as compared to the same period of 2007.

Liquidity and Capital Resources

We have financed our operations since inceptiomaily through private sales of preferred stoclyluofferings of common stock in
February 2001 and February 2004 and cash receigadlfabCorp in connection with our license agreeméys of June 30, 2008, we had
approximately $7.7 million in unrestricted cashsltaquivalents and marketable securities and $0lidmin restricted cash, which has been
pledged as collateral for an outstanding lettesretlit in connection with the lease for our Marllegh, Massachusetts facility.

All of our investments in marketable securities evenprised of fixed income investments and alldgemed available-for-sale. The
objectives of this portfolio are to provide ligquigland safety of principal while striving to achéethe highest rate of return, consistent with
these two objectives. Our investment policy linitgestments to certain types of instruments isdyeishstitutions with investment grade cre
ratings and places restrictions on maturities amtentration by type and issuer.

Net cash used in operating activities was $4.7anilfor the six months ended June 30, 2008 as credga $4.1 million for the six mont
ended June 30, 2007. The principal use of caspénating activities for the six months ended J3®e2008 and 2007 was to fund our net I
The increase in net cash used in operating aetvftr the six months ended June 30, 2008 as cemparthe six months ended June 30, 2007,
was primarily due to increased spending in conoaatiith our ongoing regulatory efforts. Cash floinem operations can vary significantly
due to various factors, including changes in owgrafions, prepaid expenses, accounts payable angeacexpenses.

Net cash provided by investing activities was $&iBion for the six months ended June 30, 2008 carag to $3.1 million for the six
months ended June 30, 2007. Excluding the imggutichases and maturities of marketable securitiescash used in investing activities
$83,000 for the six months ended June 30, 2008 acedto $35,000 for the six months ended June (817 .2

Purchases of property and equipment were not nahthriing the six months ended June 30, 2008 afd.2W e expect that purchases of
property and equipment during 2008 will be consisteith amounts invested during 2007. We continteethvest in our capitalized patent
portfolio during the six months ended June 30, 2@@8narily in the form of recurring maintenance$eon patents. We expect that investrr
made in our patent portfolio during 2008 will highlean amounts capitalized in 2008 as a resulh@timing certain payments in connection
with our patent portfolio.

Net cash provided by financing activities of $6,@0@ $15,000 for the six months ended June 30, 2068007, respectively, represents
proceeds received from the issuance of common stod&r our employee stock option and purchase plans
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The audit opinion with respect to our consoliddiaencial statements for the year ended Decembe2@17 issued by our independent
registered public accounting firm included an erplary paragraph to emphasize there is substalttiddt about our ability to continue as a
going concern. As a result of the 2008 Restruagynve expect that cash, cash equivalents and-srantinvestments on hand at June 30, 2
will be sufficient to fund our current operatiofsdugh the end of the second quarter of 2009. pitdgction is based on our current cost
structure and our current operating assumptionghndio not provide for any funding of our Versiorlihical validation studies. We do not
expect that product royalty payments or milestoagmpents from LabCorp will materially supplement tquidity position in the next twelve
months, if at all. Since we have no current saaiafematerial ongoing revenue, we will have toeasditional capital during the next ten
months through a strategic transaction, debt oitgéinancing, or third-party collaboration, if angr some combination of the foregoing to
continue operations beyond the end of the secoadeuof 2002 In addition, if our expenses exceed our curestimates, we will be requir
to obtain additional capital even sooner. We caassure you that any of these alternatives wikkunessful, or even available, or that our
actual cash requirements will not be greater thdicipated. If we are unable to obtain sufficiadtitional funds to enable us to fund our
operations through the completion of any finan@ngther strategic opportunities that may beconslable to us, we will be unable to sustain
our operations, our results of operations and firdrtondition would be materially adversely affsttand we may be required to cease our
operations. Even if we successfully raise sufficfands to continue our operations beyond theadride second quarter of 2009, we cannot
assure you that our business will ever generafeuit cash flow from operations.

The table below reflects our estimated fixed oliliyas and commitments as of June 30, 2008:

Payments Due by Period

Less Than More Than
Description Total One Year 1-3 Years 3-5 Years 5 Years
(in Thousands)
Obligations under license and collaborative agrega  $ 8,307 $ 2,07¢ $ 2,76¢ % 63C $ 2,83(
Operating lease obligatiol 2,11¢ 1,002 1,11¢ — —
Purchase obligatior 197 197 — — —
Total $ 10,62: $ 327¢  $ 388 $ 63C $ 2,83(

Obligations under license and collaboration agregsepresent on-going commitments under variossareh collaborations and
licensing agreements. This category includes ertiatl obligation to reimburse LabCorp for a certiiird-party royalty, up to an aggregate
maximum of $3.5 million, during three defined measnent periods between June 28, 2007 and Decerttb2030. Although payment of this
potential obligation is dependent upon LabCorpleséevels of colorectal cancer screening testsgusur technology during the measurement
periods, the total potential $3.5 million obligatibas been included in the table above based turiba sales levels of PreGen-Plus.
Commitments under license agreements generallyeexpncurrent with the expiration of the intelleadtproperty licensed from the third par
Operating leases reflect remaining obligations eiased with leased facilities in Marlborough, Madsasetts. Purchase obligations represent
outstanding purchase commitments associated withesearch and development activities.

We do not have any special purpose entities oo#mgr off-balance sheet financing arrangements.

Our anticipated future capital requirements inc|uulé are not limited to, continued funding of ai@velopment efforts, including product
development and FDA submissions, clinical and ostedies required for such FDA submissions andbmagssion of our CMS application for
approval of our technologies, and continued invesiinm our intellectual property estate. Our fataapital requirements may depend on many
factors, including the following:

» the regulatory requirements for ColoSure, or ottieol-based DNA testing services utilizing our tealogies, and the
timing of any required regulatory approval process;

* our ability to attract third parties to support thevelopment of an FDA-cleared or approved prodased on our
technologies;

*  acceptance, endorsement and formal policy appafatbol-based DNA screening for reimbursement lgdidare and
other third-party payors;

* our ability to achieve milestones under our striategreement with LabCorp;
* adetermination that additional studies surroundingtechnologies are needed;
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* asustained level of interest and commitment byQap in the commercialization of our technologies;
»  stool-based DNA screening becoming a standardrefamong prescribing physicians;
» the scope of and progress made in our researcter@opment activities;
« threats posed by competing technologies;
*  new out-licensing arrangements relating to ourrietdygies; and

» the successful commercialization and sales grofv@otoSure, or other stool-based DNA testing seswiatilizing our
technologies.

Additionally, LabCorp could decide to stop offeri@gloSure, or could decide to stop offering ColaSumtil it has been approved or
cleared by the FDA, if ever. Either of these dituas will limit our revenue and materially adveysaffect our business and cash reserves.

As a result of the foregoing, we engaged an investrbank in the first quarter of 2008 to assistlmard of directors in evaluating
strategic alternatives for the Company. On July20®8, we announced our revised corporate stratetake immediate actions to preserve
existing cash while focusing on the pursuit ofratsgic transaction. To date, we have not entettecany agreements or commitments for any
specific strategic alternative or transaction inrection therewith. Our revised corporate strategy not result in a strategic alternative in the
near future, if at all.

Off-Balance Sheet Arrangements
As of June 30, 2008, we had no off-balance sheahgements.
Item 3. Quantitative and Qualitative Disclosures abut Market Risk

Our exposure to market risk is principally confirtecour cash, cash equivalents and marketableiiesuiVe invest our cash, cash
equivalents and marketable securities in secumfiegse U.S. government and its agencies and iastment-grade, highly liquid investments
consisting of commercial paper, bank certificatedeposit and corporate bonds, all of which areentty invested in the U.S. and are class
as available-for-sale. We place our cash equivalantl marketable securities with high-quality ficiahinstitutions, limit the amount of credit
exposure to any one institution and have estaldigiheestment guidelines relative to diversificatenmd maturities designed to maintain safety
and liquidity.

Based on a hypothetical ten percent adverse mowamanerest rates, the potential losses in furamings, fair value of risk-sensitive
financial instruments, and cash flows are immateaithough the actual effects may differ mateyidtbm the hypothetical analysis.

Item 4. Controls And Procedures

As of the end of the period covered by this repeet,carried out an evaluation, under the supemviaizd with the participation of our
management, including our Chief Executive Officed aur Chief Financial Officer, of the effectivesex the design and operation of our
disclosure controls and procedures pursuant to Redel15b promulgated under the Exchange Act of 1884mended. Based upon that
evaluation, our Chief Executive Officer and our €lftinancial Officer concluded that, as of JuneZI8, our disclosure controls and
procedures were effective in enabling us to recardgess, summarize and report information requivdze included in our periodic SEC
filings within the required time period. Our disslre controls and procedures include, withouttétian, controls and procedures designed to
ensure that information required to be disclosed$in the periodic reports filed with the SEC égs@mulated and communicated to our
management, including our principal executive, fiicial and accounting officers, or persons perfogrdimilar functions, as appropriate to
allow timely decisions regarding required discl@sur

During the fiscal quarter covered by this repdrére have been no significant changes in intemratrol over financial reporting that have
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.
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Part Il - Other Information

Item 1A. Risk Factors

Factors That May Affect Future Results

We operate in a rapidly changing environment thadlives a number of risks that could materiallyeaffour business, financial condition
or future results, some of which are beyond outrobn In addition to the other information settfoin this report, the risks and uncertainties
that we believe are most important for you to cdesare discussed in Part I, “Item 1A. Risk Fac¢torour Annual Report on Form 10-K for
the fiscal year ended December 31, 2007. Thera@reaterial changes to the risk factors descrbexdir Annual Report on Form 1for the
fiscal year ended December 31, 2007 other thafotlmaving: changes set forth in our Quarterly Repmr Form 10-Q for the period ended
March 31, 2008; changes as set forth below to @pfdatrecent developments; and changes to geneegdlsice or supplement references to
“PreGen-Plus” with references to “ColoSure,” excepere the context would make such reference inegigk, to reflect that LabCorp ceased
sales of PreGen-Plus in June 2008 and in July B@gan offering ColoSure, its next generation naaéive, stool-based DNA testing service
for the detection of colorectal cancer, which isdzhon certain of our technologies. Additionaksiand uncertainties not presently known to
us, which we currently deem immaterial or which sireilar to those faced by other companies in ndustry or business in general, may also
impair our business operations. If any of the doiag risks or uncertainties actually occurs, ausibess, financial condition and operating
results would likely suffer.

Our independent auditors have expressed substard@ibt about our ability to continue as a going amern, and we may be unable to raise
additional capital on acceptable terms in the futir

We have incurred substantial losses to date aneypect to incur substantial losses for the fordsledfature. As of June 30, 2008, we had
an accumulated deficit of approximately $167.3 il The audit opinion with respect to our consalét! financial statements for the year
ended December 31, 2007 issued by our indepenegistered public accounting firm included an exptany paragraph to emphasize there is
substantial doubt about our ability to continuaaging concern. As a result of our most receat meduction initiatives, which include
suspension of our clinical validation and relatediges for our Version 2 technology and the elirtioraof eight positions within the Company,
we expect that cash, cash equivalents and shontiterestments on hand at June 30, 2008 will beaefft to fund our current operations
through the end of the second quarter of 2009s hojection is based on our current cost strucaadtour current operating assumptions,
which do not include any funding for our Versioglical validation study or related regulatory smibsion. Our future liquidity and capital
requirements will depend upon numerous factordgudhicg the following:

« our ability to find a strategic partner and/or écapitalize th&€ompany in a manner that allows us to continueaijmrs

» the successful commercialization and sales grofv@otoSure, or other stool-based DNA testing seswiatilizing our
technologies;

» asustained level of interest and commitment byQab in the commercialization of our technologies;

» the regulatory requirements for ColoSure, or ottteol-based DNA testing services utilizing our tealogies, and the
timing of any required regulatory approval process;

» acceptance, endorsement and formal policy appafetbol-based DNA screening for reimbursement gdMare and
other third-party payors;

* our ability to achieve milestones under our striategreement with Laboratory Corporation of Ametitadings, or
LabCorp;

* adetermination that additional studies surroundingtechnologies are needed;

» stool-based DNA screening becoming a standardrefamong prescribing physicians; and

»  the scope of and progress made in our collabomtorthe research and development of stool-basel d#tection
activities.

We do not expect that product royalty payments ilestone payments from LabCorp will materially slgspent our liquidity position in
the next twelve months, if at all. Since we hawecarrent sources of material ongoing revenue, Vildhave to raise additional capital before
the end of the second quarter of 2009 throughedesfic transaction, the sale of debt or equity Stes), or strategic collaborations with third
parties, if any, to continue our business operatlmeyond the end of the second quarter of 200alrch 2008, we announced that we have
engaged an investment bank to advise our Boardretirs in its evaluation of strategic alternasier the business, including, but not limited
to, the sale of the company or merger with anotimtity. We cannot assure you that our evaluatfastrategic alternatives will result in such a
transaction being successfully consummated oudéassful, that any such transaction would achiewegoal of maximizing the value of our
business for our stockholders. We also cannotrasgwu that our actual cash requirements will reoglkeater than anticipated. In addition, the
going concern explanatory paragraph included inamglitor’s report on our consolidated financiatestaents could inhibit our ability to enter
into license agreements or other collaborationsuorability to raise additional financing. If wesaunable to obtain the required funds to en
us to fund our
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operations through the completion of any finan@ngther strategic opportunities that may beconalable to us, we will be required to
further reduce the scale of our operations ancasiness, our results of operation and financiatit@mn would be materially adversely
affected and we may be required to seek bankrypimgction.

Additionally, even if we do enter into a strategf@nsaction and/or raise sufficient capital andegate revenues to support our operating
expenses beyond the end of the second quarte08f Bfere can be no assurances that the reveraapital infusion will be sufficient to enal
us to develop our business to a level where itgaherate profits and cash flows from operatiomsddition, if we raise additional funds
through the issuance of equity or convertible delourities, the percentage ownership of our stddens could be significantly diluted, and
these newly-issued securities may have rightsepeates or privileges senior to those of existtogldolders. If we raise additional funds
through collaborations and licensing arrangemeamgsmight be required to relinquish significant ttigho our technologies, or grant licenses on
terms that are not favorable to us. If we obtaidit@hal debt financing, a substantial portion af @perating cash flow may be dedicated to the
payment of principal and interest on such indebeednand the terms of the debt securities issugld @Gopose significant restrictions on our
operations.

If we or LabCorp fail to comply with FDA requiremes, we or LabCorp may be limited or prohibited inroability to commercialize sto-
based DNA testing for colorectal cancer and maysubject to stringent penalties.

From August 2003 through June 2008, LabCorp offéeeBreGen-Plus testing service, which includedBipure component from us, as
an in-house developed laboratory test, or “homebtesting service. On October 11, 2007, the FDAt & a warning letter, or the Warning
Letter, with respect to the PreGen-Plus testingiserindicating that PreGen-Plus is a Class |ltioal device and that it cannot be
commercially distributed without an appropriate-prarket approval or clearance from the FDA. Oursin 1 technology was the basis for
LabCorp’s PreGen-Plus testing service. Effectiweell, 2008, LabCorp stopped offering PreGen-Ridsradicated that it had discontinued its
use of Effipure.

In addition to our Version 1 technology underlyihg PreGen-Plus testing service that was offereldatyCorp, we have also developed a
Version 2 colorectal cancer screening technologywe believe has greater sensitivity and is most-effective than Version 1. In
April 2008, we began to focus our regulatory efarh pursuing FDA clearance for Version 2 of oghtelogy, a two-marker version that we
believe offers greater sensitivity and is more -@&ctive than our earlier, 23 marker Version dhteology. In this regard, in April 2008, we
submitted a pre-Investigational Device Exemptiarpr@-IDE, request to the FDA for our Version 2heeclogy. The objective of the pre-IDE
process was to seek concurrence from the FDA tBa0Dé&) submission followed byde novaclassification request is an appropriate regule
path for our Version 2 technology and that theicéihand other studies proposed in our Versione2IpE submission would likely support
such ade novaregulatory path.

On July 14, 2008, LabCorp announced that it woegitb offering a new laboratory-developed test cel®loSure, a single-marker test
that is based on certain of our Version 2 intellatproperty and that does not use the Effipurepmment. Also in July 2008, we confirmed
with the FDA the clinical performance charactedstand the minimum number of averagsk colorectal cancer samples that would be req|
for validation of our Version 2 stool-based DNAMKeology for colorectal cancer screening. In additbased on our discussions with the
FDA, we believe that thde novopathway would be the appropriate regulatory patht$oVersion 2 technology. We estimate that totats to
complete its Version 2 validation studies and &lated regulatory submission process would ranga $6.5 million to $8.5 million. The FD
may ultimately determine that a pre-market appreygilication, or PMA, is the appropriate path forevéor us with respect to Version 2 of our
stool-based DNA technology instead ae@novagpathway, or that additional samples, and a moremsige and time-consuming study or
studies may be required for clearance or approvié. believe that the studies required in conneactiith any approval or clearance of our
Version 2 technology, regardless of whether thelleggry pathway isle noveclassification or a PMA, will be material in costcatime-
intensive. There can be no assurance that FDAWtithately approve de novaclassification request or approve a PMA.

In July 2008, we further reduced our cost struchyrsuspending the clinical validation study arteotstudies for our Version 2
technology and eliminating eight positions withire tCompany. Because we do not currently havecserfii funds to complete any clinical
validation or other FDA-related study of our Versi® technology, we will need to raise additiongital through a strategic transaction, debt
or equity financing, or third-party collaboratiaghany, and/or some combination of any of the faiag in order to fund any FDA regulatory
clearance or approval process of our Version 2nelclyy. There can be no assurance that we wiluseessful in securing any additional
capital to pursue the clinical validation study o Version 2 technology under any potential sgat transaction or capital structure. If we
unable to finance the requisite clinical and o#tedies of its Version 2 technology, we will notddge to complete and submit our application
to seek FDA approval or clearance of our Versiaaechnology.
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Our common stock may be delisted from The NASDA®I6zll Market, which could negatively impact the peiof our common stock and
our ability to access the capital markets.

Our common stock is currently listed on The NASD&@bal Market. On July 10, 2008, we received afefitom The NASDAQ
Stock Market LLC, or NASDAQ, advising us that thanket value of our listed securities was belowrttieimum $50,000,000 requirement
continued inclusion on The NASDAQ Global MarketABDAQ also noted that we were not in compliancélie alternative condition,
which requires total assets and total revenue lgfast $50,000,000 each, for the most recently deteqh fiscal year or two of the three most
recently completed fiscal years. NASDAQ provided3Qscalendar days, or until August 11, 2008, taimegompliance, which would have b
achieved if the market value of our listed secesitivas $50,000,000 or more for a minimum of 10 eomsve business days. Because this
compliance requirement has not been achieved, pecexo receive an additional notice of non-comu@&from NASDAQ. We are currently
evaluating alternatives to resolve the listing cieficy, if any, and intend to request a hearingitged NASDAQ Listing Qualifications Panel to
address this issue. Our common stock will remiated on The NASDAQ Global Market pending the issigaof a decision by the Panel
following the hearing. If this request for contatllisting is not granted, our common stock willdedisted from The NASDAQ Global
Market. The delisting of our common stock woulgsficantly affect the ability of investors to tradur securities and would significantly
negatively affect the value and liquidity of oummmon stock. In addition, the delisting of our commstock could materially adversely affect
our ability to enter into a strategic transactiortiaraise capital on terms acceptable to us all.abelisting from The NASDAQ Global Marke
or the NASDAQ Stock Market generally, could alseédather negative results, including the poteritiss of confidence by licensing partners,
the loss of institutional investor interest and éeWwusiness development opportunities.

We have recently revised our corporate strategy and new strategy may not be successful.

On July 16, 2008, we announced that we reviseadtoroorate strategy to take immediate actions teguke existing cash while pursuin
strategic alternative for the business. Our relig@porate strategy may not result in a stratajérnative in the near future, if at all. For
instance, the terms of our existing collaboratiathwabCorp and other agreements to which we grarty may hinder any potential strategic
transaction. In addition, any potential stratedgamsaction would likely require the cooperatiorabCorp, as well as the approval of our
stockholders. We cannot assure you that we woeilaldte to obtain such cooperation or approvalelfdo not raise additional capital before
the end of the second quarter of 2009 throughedesfic transaction, the sale of debt or equity Stes), or strategic collaborations with third
parties, we will likely be unable to continue owrsiness operations beyond the end of the secontkqoé 2009 and we would likely be
required to cease our operations.

The loss of any of our remaining employees couldratsely affect our business.

Our success depends upon the continueitesref our remaining employees. Although we havéné past entered, and may in the future
enter, into retention agreements with our employeetuding members of our management team, eachioémployees, including our
executive officers, could terminate his or hertielaship with us at any time. For instance, in 2097, Don M. Hardison resigned his position
as our President and Chief Executive Officer. Tdss lof any member of our current management teahd sggnificantly delay or prevent the
achievement of our business or development obgstnd could materially harm our business. In adithe loss of the other full-time
employees would likely cause delays in our busioggsations, as his or her responsibilities wowaldehto be reallocated among the few
remaining employees, or the attention of our reingiemployees would be diverted to hiring new pensb.

Our business would suffer if we, or LabCorp, are aiole to license certain technologies or obtain ravaterials and components or if certa
of our licenses were terminated.

LabCorp’s current configuration of ColoSueguires access to certain technologies and sgpfiraw materials, including rights to the
Vimentin gene, for which licensing or supply agresns are required. We cannot assure you that Labl@as proper licensing or supply
agreements in place for such technologies and ratenmls, including the rights necessary for itéoSaorre testing service. In addition, any
future commercialization of our Version 2 stool-bd$NA screening technology will require that weLabCorp license certain third-party
intellectual property. There can be no assuraraievil, or LabCorp, can obtain these technologidsaw materials on acceptable terms, if at
all. Furthermore, there can be no assurance tlyatument contractual arrangements between ushartigarties, us and LabCorp, LabCorp
vendors in the DNA capture component supply chaifetween our strategic partners and other thartigs, will be continued, or not breacl
or terminated early, or that we or LabCorp willdi#e to enter into any future relationships neagstgathe continued commercial sale of
ColoSure or Version 2, or necessary to our reatinaif material revenues. Any failure to obtain esgary technologies or raw materials could
require ColoSure or Version 2 to be re-configurduch could interrupt the testing service entirglggatively impact its commercial sale and
increase the costs associated with ColoSure oilidfegs any one of which could materially harm ousimess and adversely affect our future
revenues.
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On May 15, 2008, we elected to make a matchingribarion in the form of common stock pursuant te qualified 401(k) retirement
savings plan (the “401(k) Plan”) and issued an egate of 27,660 shares of our common stock to @i¢k3 Plan for the benefit of our
employees for the plan year ended December 31,.208€ 401(k) Plan paid no consideration for the shafiéhe shares were valued at $2.17
per share, the closing price of our common stockag 15, 2008. The shares will be allocated pursuant to the terhtise 401(k) Plan.The
issuance of shares was exempt from registratioemnihe Securities Act of 1933, as amended (the”)Aas the contribution of the sharesthe
401(k) Plan for the benefit of our employees, withpayment of consideration by the 401(k) Planropleyees, does not constitute a saléhef
common stock for the purposes of the Act.

We have entered into a License Agreement with @#sstern Reserve University, or Case Western, untiemh Case Western has
granted us an exclusive license to use certaimt@ogy, including the aberrant methylation of thien&ntin gene promoter region in our stool-
based DNA screening technologies for the deteafarolorectal cancer. The License Agreement prewiir us to pay royalties to Case
Western for commercial sales of products contaittigglicensed technology. In addition, under tieehse Agreement we are obligated to pay
up to an aggregate of $135,000 upon the achieveofieertain milestones, as well as a minimum annalty following the launch of any
product containing the licensed technology. Theehse Agreement provides us with the right to sebke the licensed technology to third
parties to help produce and market a commercialygro The License Agreement terminates at theratipn of the last to expire of the patents
for the licensed technology, or upon certain undutefaults of either party.
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Iltem 6. Exhibits

Exhibit

Number Description

10.1** License Agreement between the Registrant and Casteh Reserve University, dated as of July 185288 amende:

10.2t Amended and Restated Employee Retention Agreensdénwekln the Registrant and Jeffrey R. Luber, dadeaf &pril 18, 2008
(previously filed as Exhibit 10.1 to our Reportleorm &K filed on April 22, 2008, which is incorporatedrea by reference

10.3t Amended and Restated Employee Retention Agreensdéwekn the Registrant and Charles R. Carellidated as of April 18, 20(
(previously filed as Exhibit 10.2 to our ReportBorm &K filed on April 22, 2008, which is incorporatedrea by reference’

311 Certification Pursuant to Rule 13-14(a) or Rule 15-14(a) of Securities Exchange Act of 19

31.2 Certification Pursuant to Rule 13-14(a) or Rule 15-14(a) of Securities Exchange Act of 19

32.1 Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarl-Oxley Act of 2002

** Confidential treatment has been requested for pogtiof this exhibit.
t Indicates a management contract or any compensatiary, contract or arrangement.
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SIGNATURES

Pursuant to the requirements of3beurities Exchange Act of 1934, the Registrastchdy caused this report to be signed on its
behalf by the undersigned thereunto duly authorized

EXACT SCIENCES CORPORATIOI

Date: August 8, 2008 By: /s/ Jeffrey R. Lube

Jeffrey R. Lube
President and Chief Executive Offic
(Authorized Officer)

Date: August 8, 200 By: /s/ Charles R. Carelli, J

Charles R. Carelli, J

Senior Vice President, Chief Financial Officer, 3sarel
and Secretar

(Authorized Officer and Principal Financial Offige
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Exhibit
Number Description

10.1** License Agreement between the Registrant and Casteh Reserve University, dated as of July 185288 amende:

10.2t Amended and Restated Employee Retention Agreensdnwekln the Registrant and Jeffrey R. Luber, dadeaf &pril 18, 2008
(previously filed as Exhibit 10.1 to our Reportleorm &K filed on April 22, 2008, which is incorporatedrea by reference’

10.3t Amended and Restated Employee Retention Agreensdwekn the Registrant and Charles R. Carelliddted as of April 1€
2008 (previously filed as Exhibit 10.2 to our Repam Form 8-K filed on April 22, 2008, which is imiporated herein by

reference)
31.1 Certification Pursuant to Rule 13-14(a) or Rule 15-14(a) of Securities Exchange Act of 19
31.2 Certification Pursuant to Rule 13-14(a) or Rule 1£-14(a) of Securities Exchange Act of 19
32.1 Certification Pursuant to 18 U.S.C. Section 1350Adopted Pursuant to Section 906 of the Sarl-Oxley Act of 2002

** Confidential treatment has been requested for pogtiof this exhibit.
t Indicates a management contract or any compensaiaury, contract or arrangement.
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Exhibit 10.1
LICENSE AGREEMENT
Case Western Reserve University — Exact Sciencesr@oration

This Agreement (hereinafter “this Agreement”) eateinto as of this 18th day of July, 2005 (“EffeetiDate”) by and between Case
Western Reserve University, an Ohio non-profit cogtion, having a principal place of business &0Euclid Avenue, Cleveland, Ohio
44106 (“CASE”) and Exact Sciences Corporation, &afdare corporation, having a principal place ofibass at 100 Campus Drive,
Marlborough, MA 01752 (“Licensee”).

WITNESSETH

WHEREAS, CASE has, subject to certain interestdmfiard Hughes Medical Institute (“HHMI"gertain technology developed in
laboratory of Dr. Sanford Markowitz, a Howard Hughdedical Institute Investigator at CASE, relatiogHLTF and Vimentin Gene
Methylation in Colon Cancer, and is interesteddensing same,

WHEREAS, CASE has right, by reason of its Intelled¢tProperty Policy and assignment from HHMI, teehise such technology,
subject to the right of HHMI to review and apprafeany such license;

WHEREAS, CASE's interest in such technology is sabjo certain retained rights by the United StafeSmerica and HHMI;
WHEREAS, Licensee desires to acquire rights intartitie technology upon the terms and conditionsiheset forth;

NOW THEREFORE, in consideration of the mutual caues contained herein and intending to be legallynio hereby, the parties
agree as follows:

1. DEFINITIONS
1.1 The term “Copyrights” shall mean CASE’s and/or HH8opyrights in the Licensed Technology.
1.2 The term “Dispose” or “Disposition” shall mean tbale, lease or other transfer of Licensed Product(s
1.3 The term “Dollar”, “U.S. Dollar” and “U.S. $” shathean lawful money of the United States of America.
1.4 The term “Field of Use” shall mean use of the Lsesh Technology in detecting human colorectal caacdrtumors,
including, without limitation, adenomas, in sto@ded assays, and other products for the purpossdavéctal disease screening and detection,

disease staging, disease monitoring, disease psegramd/or pharmacogenomic testing.

15 The term “Fiscal Quarter” or “Quarteshall refer to the normal quarterly accounting pasiof Licensee; if Licensee does
have normal quarterly accounting periods,

Portions of this Exhibit were omitted and have beeffiled separately with the Secretary of the Commissn pursuant to the Company’s
application requesting confidential treatment underRule 24b-2 of the Exchange Act; [*] denotes omigsis.




then “Fiscal Quarters” shall mean the calendartimenths periods commencing with January of eaeh ye

1.6 The term “Licensed Producghall mean any product, service and/or proces<tratitutes, is based on, incorporates or |
in whole or in part, Licensed Technology, includengy mutant or altered form of the genetic matemtaich is covered by the Patent Rights.

1.6.1  The term “Licensed Combination Product” shall medticensed Product that includes one or more giemeghich
Licensee or a Product Sublicensee must pay rogalifgon Disposition, to one or more Third Partyelnsors.

1.6.2  The term “Third Party Licensor” means an entityh@tthan CASE, Licensee or Sublicensee) that hzsezha
royalty-bearing license agreement with Licensea Broduct Sublicensee for one or more genes indluda Licensed Product.

1.7 The term “Licensed Technology” or “Technology” dhakan (i) the Patent Rights ; and (ii) the tecbggl trade secrets,
know-how, improvements and other information arntdliactual property of CASE identified in Attachntex

1.8 The term “Licensee Net Sales” shall mean the witfit*******] received by Licensee due to Dispositins of Licensed
Products (other than Dispositions by Product Sebkees), less the total of all:

[********]

No deduction shall be made for commissions paiddividuals whether they are individual sales agemtpersons regularly employ
by Licensee.

1.9 The term “Product Sublicensee Royalty Basis” stmdhn the revenue or sales total used in a subdcagreement between
Licensee and a Product Sublicensee as the basisifguuting royalties owed by such Product Sublieerts Licensee due to Dispositions of
Licensed Products. Product Sublicensee RoyaltisBaswever, shall be no less than the value oéhsee Net Sales that would result from
considering Revenues of Product Sublicensee todverRies of Licensee, unless CASE has agreed imeglta accept a particular definition
of “Product Sublicensee Royalty Basis” for the comagion of Royalties due to Dispositions by a Paidiublicensee.

1.10 The term “Patent Rights “ shall mean and includeUinited States patents and/or patent applicatistes! in Attachment A
to this Agreement; United States patents issued the applications listed in Attachment A and frdivisionals and continuations of these
applications and any reissues of such United Sgeients; claims of continuation-in-part applicai@nd patents directed to subject matter
specifically described in the applications desatibbove; and claims of all foreign patent applmagi patents, and other intellectual property
which are directed to subject matter specificahgatibed in the United States patents and/or pafgpiications described above.

Portions of this Exhibit were omitted and have beeffiled separately with the Secretary of the Commissn pursuant to the Company’s
application requesting confidential treatment underRule 24b-2 of the Exchange Act; [*] denotes omigsis.
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1.11 The term “Prime RateShall mean the interest rate per annum announoedtime to time by Key Bank, Cleveland, Ohio
its prime rate.

1.12 The term “Product Launch” shall mean the first coencial sale of Licensed Product(s).

1.13 The term “Product Sublicensee” shall mean an etdityhich Licensee sublicenses rights to make, ditribute,
manufacture, or otherwise convey or Dispose of hsegl Products pursuant to a sublicense agreement.

1.14 The term “Revenue” shall mean the U.S. Dollar valtiell consideration realized from the DispositmfiLicensed Product

(S)-

1.15 The term “Royalties” shall mean royalties calculbés a percentage of Net Sales and payable byddesio CASE under
this Agreement.

1.16 The term “Year” refers to contract years of thedrise Agreemente ., a 12-month period starting with the date (or
anniversary) of the Effective Date of the Licenggrdement.

2. LICENSE GRANT

2.1 CASE hereby grants to Licensee, and Licensee hexetspts, (i) an exclusive, royalty bearing, waride right and license
under and to the Licensed Technology to make, heage, use and Dispose of Licensed Products ini#hé 6f Use and (ii) a non-exclusive,
world-wide, royalty free right and license undedaa the Licensed Technology for internal reseamtt development purposes in the Field of
Use.

2.2 No right to sublicense the Licensed Technologyeisehy granted to Licensee except that Licenseesubljcense to
(i) Product Sublicensees to the extent necessagdble Product Sublicensees to make and/or Diggfdseensed Products within the Field of
Use; (ii) customers to the extent necessary fdr tfe¥sonal use of a Licensed Product; or (iii)evtlntities with the specific agreement of
CASE.

2.2.1  Licensee understands that any sublicenses gragteiténsee to entities other than customers (elveugh the
specific agreement by CASE to such a sublicensdéas obtained) must provide that the obligationSASE and HHMI (as a third-party
beneficiary) under this Agreement, including but lmoited to, Indemnification, Insurance, HHMI'sittl party beneficiary status, and
procedures for Dispute Resolution shall be bindipgn such sublicensee as if it were a party toAgigement and that the economic return to
CASE from the Disposition of Licensed Products btless than the economic returns would be if ddisiposition had been by Licensee. In
addition, any sublicense agreement shall providadbomatic assignment to CASE in the event of teation of Licensee’s license to the
Licensed Technology (prior to expiration of thisrAgment). Licensee shall be responsible for tke@comissions of its sublicensees and :
not grant any rights which are inconsistent with tights granted to and obligations of Licenseeteder. Any act or omission of a
sublicensee that would be a breach of this Licéggeement if performed by Licensee shall be

Portions of this Exhibit were omitted and have beeffiled separately with the Secretary of the Commissn pursuant to the Company’s
application requesting confidential treatment underRule 24b-2 of the Exchange Act; [*] denotes omigsis.
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deemed to be a breach of this License Agreemehtdansee if such breach is not cured before 188.d&ach sublicense agreement granted
by Licensee shall include an audit right by CASEhaf same scope as provided herein below with ce$pe.icensee. No such sublicense
agreement shall contain any provision which wowdse it to extend beyond the Team of this Agreemkitensee shall give CASE prompt
notification of the identity and address of eachlisensee with whom it concludes a sublicense agee¢ and shall supply CASE with a copy
of each such sublicense agreement.

2.3 No provision of this Agreement shall restrict Liser’s, CASE’s and/or HHMI's ability to conduct fuer research and
development in the area of Licensed Technolog\tlercareas.

2.4 All Licensed Products shall be manufactured, sald gerformed by Licensee in compliance with allleggle government:
laws, rules and regulations. Licensee shall ke&SEfully informed of, and shall move expeditiousdyresolve, any complaint by a
governmental body relevant to Licensed Productseggixfor complaints subject to the Section of thigeement entitled “Infringement.”

2.5 CASE represents and warrants that CASE has thetdditense the Patent Rights to Licensee undeteahms provided in
this Agreement and that CASE’s obligations to HHidInot conflict with the licenses provided hereund8ASE retains the right to grant
either exclusive or non-exclusive licenses forltlensed Technology in fields of use other thanRted of Use for which the license
hereunder is granted.

2.6 If Licensed Technology was supported under a Urittiedes Government funding agreement, then (d) tfited States
Government has been or will be granted licensightsi solely as required under the terms of thoderég agreements, (b) all rights and
obligations reserved to the United States Governmaed others under Public Law 96-517, and Publiw B8-620 and any applicable
governmental rules and regulations, including haitlimited to government purpose license and manaiights and sharing of certain research
materials, shall be respected and shall in no veagilminished by this Agreement and any right grdimethis Agreement regarding Licensed
Technology greater than that permitted under Pulalie 96-517 or Public Law 98-620, and any applieajgvernmental rules and regulations,
shall be subject to modification as may be requicecbnform to the provisions of those statutes, @ products using Licensed Technology
sold or used in the United States will be manufactisubstantially in the United States of Amerigaess a waiver has been obtained from the
federal funding agency under whose funding agreéihenLicensed Technology was generated.

2.7 Notwithstanding the license granted in this Agreeth€ASE and HHMI and any health care institutiaffdiated with eithe
of them shall have and retain all rights to usee fof charge, the Licensed Technology for theiro@mmercial research, clinical research
treatment {.e. the treatment of patients as part of a clinicabaesh effort to determine the effectiveness, safetplerability of Licensed
Technology), educational or academic purposes, evdre Field of Use, but not for licensing to athe There is no restriction on licensing by
CASE of Licensed Technology outside the Field oéUs

Portions of this Exhibit were omitted and have beeffiled separately with the Secretary of the Commissn pursuant to the Company’s
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2.8 CASE and HHMI may have in the past, and shall hheeaight in the future, to provide Licensed Tedogg to academic
and/or non-profit health care institutions for nmammercial research, clinical research treatmehitcational, or academic purposes. Nothing
in this Agreement shall prohibit such conduct bySEAor HHMI or use for such purposes by academiworprofit health care institutions
receiving Licensed Technology from CASE or HHMIorkhe avoidance of confusion, CASE may not, dutiregTerm of this Agreement,
permit any third party to use the Licensed Techgylo the Field of Use for commercial purposes.

3. FIELD OF USE OPTION

CASE hereby grants to Licensee an option (the tFaélUse Option”) for a term of twenty-four (24) ntbs only, commencing on the
Effective Date, (the “Option Period”) to negotiatie amendment to the Agreement with CASE to exphadrield of Use for the Licensed
Technology to include human blood-based assaythépurposes of colorectal disease screening aedtim, disease staging, disease
monitoring, disease prognosis, and/or pharmacogensting. To exercise this Field of Use Optibitensee must (i) provide a written
statement, reasonably satisfactory to CASE, demativgf) Licensee’s capability and intention to deyelicensed Products within the human
blood-based assay field of use for public saleoas @s practicable, consistent with sound and redse business practices and judgment, and
(i) execute an amendment to this Agreement wittSE4rior to expiration of the Option Period.

4. TERM OF THIS AGREEMENT

This Agreement shall expire at the end of its téitme “Term”), which extends from the Effective Datethe expiration of the last to
expire of the Patent Rights. The Agreement maielrainated prior to expiration pursuant to othevisions of this Agreement.

5. DUE DILIGENCE
5.1 Licensee shall use its best commercially reasoreffdets to effect introduction of Licensed Techogy into the commercial

market as soon as reasonably practical; thereaftéitthe termination of this Agreement, Licensdall keep Licensed Technology reasonably
available to the public. At a minimum, Licensealshchieve Product Launch within thirty (30) masithf the Effective Date.

5.2 Licensee’s default in performance in accordancé Bitbsection 5.1 shall be grounds for CASE to teatei this Agreement.
6. LICENSE FEES AND ROYALTIES
6.1 For Dispositions of Licensed Products other thasehsed Combination Products, Licensee shall payEC&ARoyalty of

[rrrreexx] (hereinafter the “Royalty Rate”) of thesum of Licensee Net Sales and Product Sublicenegalty Basis.

Portions of this Exhibit were omitted and have beeffiled separately with the Secretary of the Commissn pursuant to the Company’s
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6.2 For Dispositions of Licensed Combination Produttte, Royalty Rate of [********] shall be reduced byhe percentage, if
any, of Licensee Net Sales and/or Product SublexRoyalty Basis payable as a royalty to the TRady Licensor(s) who have contributed
one or more genes to such Licensed Combined Pmddtwithstanding the foregoing, in no event ktied Royalty Rate be less than 1
percent.

6.3 The parties acknowledge that Licensee, in pardiisfaction of its fee obligations to CASE hereungaid CASE
[F*+***++¥] on March 10, 2003. In addition to thisamount, Licensee shall pay CASE non-refundablerised-ees of (i) [********] due and
payable [***xx*xx]. (jj) [*+**++*++] due and payable , if this Agreement is still in effect, upon therlgax of: (a) [********] or, (b) [********];
and (iii) [********] due and payable [********]. T he License Fees described in this section 6.3beilh addition to any other amounts due
under this Agreement.

6.4 Licensee shall pay CASE a minimum royalty of [*****] per year (* Annual Minimum Royalt}), commencing on the
anniversary date of the Effective Date following faroduct Launch, and payable on each anniversdne d&ffective Date thereafter. The
Annual Minimum Royalty shall be credited againg thoyalties payable in a Year.

6.5 Annual Minimum Royalty payments are to be adjustedhe cumulative percentage change in the CPI-WsGmer Price
Index between December 2004 and the December pnec date on which the payment in question yapke.

7. PAYMENT TERMS

7.1 Royalties shall be paid by Licensee to CASE, amddfin the Section entitled “Royalties” for eadsdal Quarter within
sixty (60) days of the end of such Fiscal Quanatil this Agreement expires or is terminated in@dance with this Agreement. If this
Agreement terminates before the end of a Fiscatt®uyahe payment for that terminal fractional pamtof a Fiscal Quarter shall be made
within ninety (90) days of the date of terminatimfithis Agreement.

7.2 All Royalties hereunder shall be paid in U.S. Ddland shall be made by wire transfer to CAS&Ccount No. [********] gt
Key Bank’s Cleveland office, or by Licensee’s cheekt in accordance with the Section entitled “blsr’.

7.3 All Royalties payable hereunder that are overdadl lear interest until paid at a rate equal toRhiene Rate in effect at the
date such Royalties were due plus four percent @&6annum, but in no event to exceed the maxinaieaf interest permitted by applicable
law. This provision for interest shall not be coued as a waiver of any rights CASE has as atrefllicensee’s failure to make timely
payment of any amounts.

8. REPORTS AND AUDITS

8.1 Licensee shall provide Quarterly reports of itsgoess in achieving Product Launch and shall n@iASE within ten
(10) days of achieving Product Launch.

Portions of this Exhibit were omitted and have beeffiled separately with the Secretary of the Commisen pursuant to the Company’s
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8.2 Licensee shall maintain accurate books and reards that the Royalties due and payable hereuraebe easily
ascertained. Such books and records shall be airadot at Licensee’s principal place of businesssinadl be available for inspection by CASE
or its representatives during the normal businegsugon not less than ten (10) days prior writtetice, provided that CASE or its
representatives agree to protect the confidentiafithe informational Licensee.

8.3 Licensee shall make available Licensee’s booksraookds for audit by an independent accounting 6ffEASE’s selection
and Licensee agrees to cooperate fully in any audlit, provided that the auditors agree to prateetconfidentiality of the information of
Licensee. Any such audit shall not be more fregtiean annually. In the event that such auditmieitges that the amount of Royalties paid to
CASE was in error by the greater of [*****+x*] g f¥*++++¥] | jcensee shall pay the costs of the audi

9. IMPROVEMENTS

9.1 Discussion of technical matters with each othethigyparties will not create in a party any rigli®twnership of patents,
copyrights, trade secrets or other intellectuapprty rights in solutions to the matters that arented solely by employees or agents of the
other party hereto.

9.2 Licensee will own all of the right, title and inést (including patents, copyrights, trade secnetsamy other intellectual
property rights) in and to any results developddlgdy Licensee or on its behalf in connectionhathiis Agreement, including the results of
any collaboration between the parties that areritecesolely by Licensee’s employees or agents.

9.3 CASE will own all of the right, title and intere@hcluding patents, Patent Rights, Copyrights, maskk rights, trade secrets
and any other intellectual property rights) in amény results developed solely by CASE or on dlisdif in connection with this Agreement,
including the results of any collaboration betwé®an parties that are invented solely by CASE engxsyor agents.

9.4 All intellectual property that is a direct improvent of and is dominated by the Patent Rights asdkan jointly invented
by employees or agents of CASE and Licensee inaxtion with this Agreement and without use of Lise&'s own intellectual property shall
be owned by CASE and included as Patent Rightsjged that Licensee may use such jointly inventedllectual property pursuant to the
terms of Section 2.1 of this License Agreement.SEAnay issue licenses to others regarding suctlyjoinvented property that result in Patent
Rights, as long as such licenses do not violateeajusive license to Licensee granted to Licenseker Section 2.1 (entitled “License
Grant”). If any other intellectual property isitlly invented by employees or agents of CASE amghs$ee in connection with this Agreement,
CASE and Licensee shall jointly own (without anyydio account to the other for profits) all rigtitle and interest (including patents,
copyrights, mask work rights, trade secrets, ahérantellectual property rights) therein. If asiych patentable invention which would not
constitute a Patent Right or Licensed Technologgearout of such joint invention by employees arag of CASE and Licensee, CASE and
Licensee will negotiate in good faith on whether
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and how to pursue patent, copyright or mask wodtgmtion of the invention in the U.S. and elsewhere

9.5 Except as provided in this Section, nothing hesbiall be deemed to grant any license or rightsijncther technology in
addition to the Licensed Technology.

10. PATENTS AND OTHER INTELLECTUAL PROPERTY

10.1 CASE Property. Intellectual property rights to émsed Technology, such as Patent Rights, and Gaepigights, will
remain the property of CASE. Trademarks owned B$BE existing on the Effective Date of this Licesgreement related to the Licensed
Technology belong to CASE.

10.2 Licensee shall bear all patenting costs for prasecw@and maintenance of patents included in thehsed Technology that
are reasonably incurred or due prior to terminatibthis Agreement according to the following terniscensee will reimburse CASE for the
following fees and expenses related to such paigtiiat have been incurred as of the Effective Degdollows: (i) [********] of past fees anc
expenses shall be due within thirty (30) days oéiet of an invoice or bill from CASE, not to exdg@*******] and (ii) [********] of past
fees and expenses shall be due upon Product Lanottg exceed [********], Licensee shall reimbuesCASE for all reasonable future fees
and expenses related to the Patent Rights in ttms#ries agreed upon by Licensee within thirty) @8ys of the receipt of each invoice or k
Should Licensed Technology be licensed to othbose patenting and other intellectual propertygaiidn costs which are incurred after that
point shall be pro-rated among all licenses in prtpn to the number of licenses in effect at theetthe costs are incurred. CASE will use
reasonable best efforts to manage efficiently gaisrsecution and expenses and shall keep Liceathgsed of such expenses. Licensee shall
have reasonable input into consideration of isseleding to prosecution and maintenance of patemiering the Licensed Technology, but
CASE shall retain ultimate control and decision-ingkauthority with respect thereto.

10.3 CASE has applied for, and/or will apply for and ggoute Patent Rights, at Licensee’s expense, ic@umtry that is
requested by Licensee, for any and all patent egiitins and patents listed in Attachment A, toeakient that such protection is reasonably
obtainable. Licensee will not be responsible fatept costs associated with foreign prosecutioaasmsuch foreign pursuit has first been
approved by Licensee in writing. If such writtgupeoval is not delivered to CASE within thirty (3@ays of CASE's written request therefor,
Licensee shall have no rights concerning thoseifippatent rights included in the Patent Rightsirch country(ies).

10.4 CASE may, at its option and sole discretion anitsatwn expense, pursue patent, copyright andaolemark rights for
Licensed Technology in any country for which coger&ias not been requested by Licensee in accordatict8ubsection 10.3 above. If
Licensee does not reimburse CASE for such feesmiitiirty (30) days of the receipt of a relatedaioe or bill, then Licensee shall have no
rights under any of those specific patent rightduded in the Patent Rights in that country andl $tave no rights to practice under such patent
in such country.
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11. MARKINGS, TRADEMARKS AND TRADE NAMES

111 Licensee shall have included in all sales, markditerature and invoices relating to Licensed Ruzida statement to the
effect that “this product or portions thereof ismatactured under license from Case Western Resémixeersity” and, if applicable, either
“Patent Pending” or, if applicable, “U.S. Patentrhher

11.2 Licensee shall have marked the appropriate portbadl Licensed Product with any applicable Uniftdtes of America al
foreign patent numbers in accordance with the apple laws of the countries in which the matergatsintended to be used. Licensee shall
neither register nor use any CASE trademarks detreames.

11.3 Licensee and CASE each acknowledge that they dbava any rights or any title whatsoever in oti® dthers technology
trade names or trademarks, except as expresslidebunder this Agreement and except as expresdiiydzed in writing after the Effective
Date of this Agreement and except as required Wy lany reference by Licensee to CASE beyond trevabmay only be done with express
written permission of CASE’s Associate Vice Prestdfer Technology Transfer.

12. TERMINATION

12.1 In the event that Licensee defaults in the payrirefull of any amount required to be paid undesthgreement on the date
such payment is due, in addition to using any olixgal and/or equitable remedies, CASE shall hheeight, following the applicable cure
period described in 12.2 below, and by writtene®to Licensee after such default either (i) tanieate the exclusivity, if any, of the license
hereunder (by amending the word “exclusive” in ltheense Grant to read “non-exclusive”) without aaguction in any of the payments due
from Licensee or (ii) to terminate this Agreement.

12.2 In the event that either party to this Agreemeri&dis in the performance of any of its obligatidreseunder and fails to ct
such default within thirty (30) days after writtantice of such default from such other party, ttteeoparty shall have the right by written
notice to the defaulting party within sixty (60)ydaafter the expiration of such thirty (30) dayipdrto terminate this Agreement.

12.3 The termination of this Agreement, under any Sectibthe Agreement, shall not terminate (i) theigdtion of Licensee to
pay any amounts, which have accrued or which dreraise to be paid by Licensee under the termbisfAgreement, or (ii) the obligations of
either party arising prior to the date of terminatunder the Sections entitled “Reports and AudiBatents and Other Intellectual Property,”
“Termination,” “Taxes,” “Confidentiality and Tradgecrets,” “Indemnification,” “Insurance,” “DispuResolution,” and “Infringement”
hereunder.

12.4 Upon termination of this Agreement, Licensee wilhnediately discontinue any further use of Licensedhnology and
discontinue production of any Licensed Products.
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12.5 In the event of termination of the Agreement ptmexpiration, any sublicenses entered by Licenskall be automatically
be assigned to CASE and shall operate thereafidirext licenses from CASE. Notwithstanding theefypping, CASE shall only be entitled
under such sublicenses, to the receipt of amoetdsing to the Licensed Technology and shall nogititled to receive amounts from such
sublicensees relating to Licensee’s technologiéssiwshall continue to remain due and payable tehsee directly.

12.6 Licensee shall have the right to terminate thise®gnent upon notice to CASE if one or more of themaRights do not
issue.

13. TAXES

Licensee shall pay all taxes which may be assesskestied on, or on account of, the Licensed Tetdong Licensed Product made,
used or Disposed of hereunder and all taxes (ditfagr taxes imposed by the United States of Amernidae State of Ohio or jurisdictions
within such State) levied on or on account of tir@ants payable to, or for the account of, CASE uitis Agreement, excluding income
taxes.

14. NO WARRANTY

EXCEPT AS EXPRESSLY PROVIDED IN THIS AGREEMENT: (ANY INFORMATION, MATERIALS, SERVICES,
INTELLECTUAL PROPERTY OR OTHER PROPERTY OR RIGHTRGNTED OR PROVIDED BY CASE PURSUANT TO THIS
AGREEMENT (“DELIVERABLES”) ARE ON AN “AS IS”BASIS, (B) NEITHER LICENSEE NOR CASE MAKE ANY WARRNTIES OF
ANY KIND, EITHER EXPRESSED OR IMPLIED, AS TO ANY MATER INCLUDING, BUT NOT LIMITED TO, WARRANTY OF
FITNESS FOR PARTICULAR PURPOSE, OR MERCHANTABILITEXCLUSIVITY OR RESULTS OBTAINED FROM USE, NOR
SHALL EITHER CASE OR LICENSEE BE LIABLE FOR CLAIM&EOR INDIRECT, SPECIAL, OR CONSEQUENTIAL DAMAGES
SUCH AS LOSS OF PROFITS OR INABILITY TO USE SAID DEVERABLES OR ANY APPLICATIONS AND DERIVATIONS
THEREOF. EXCEPT AS PROVIDED IN THIS AGREEMENT, NEHER CASE NOR LICENSEE MAKES ANY WARRANTY OF ANY
KIND WITH RESPECT TO FREEDOM FROM PATENT, TRADEMARIOR COPYRIGHT INFRINGEMENT, OR THEFT OF TRADE
SECRETS. CASE DOES NOT ASSUME ANY LIABILITY HEREUDER FOR ANY INFRINGEMENT OF ANY PATENT,
TRADEMARK, OR COPYRIGHT ARISING FROM THE USE OF THEELIVERABLES. NEITHER PARTY WILL MAKE ANY
WARRANTY ON BEHALF OF THE OTHER, EXPRESSED OR IMHAED, TO ANY THIRD PARTY.

15. COSTS
All costs and expenses incurred by Licensee iryzagrout Licensee’s obligations under this Agreetredrall be paid by Licensee, and
Licensee shall not be entitled to reimbursememhfRoyalties hereunder or otherwise therefore froh8E. Licensee shall possess or obtai

its own expense all necessary licenses and peamitshall comply with all laws, ordinances,
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rules or regulations affecting the exportation,, @sel/or sale or transfer of the Licensed Prodndta Licensed Technology by Licensee..
16. CONFIDENTIALITY AND TRADE SECRETS

16.1 “Confidential Information” shall mean any informati relating to the Licensed Technology, the terfrthis Agreement (as
from time to time amended), Patent Rights, or otfwer-public matters covered by this Agreement farmation disclosed from one party to
the other hereunder in the manner set forth hefteinaAll such information shall be Confidenti@fdrmation, including information disclosed
prior to the date of this Agreement, unless sufdrination (i) was already in the receiving partgtsssession prior to the time of relevant
disclosure thereof as provided in subsection (ggdfe(ii) has been published or is published higeeaunless such publication is a breach of
this Agreement; (iii) is obtained by the receivipgrty from a third party not under an obligatiorcohfidentiality with respect thereto; or (iv) is
independently developed by the receiving party.

€)) In the event that such information shall be esshlglil to have been known to the receiving partyr poithe
disclosure thereof by reference to any publicatizareof by the receiving party or by referenceny aternal writing or other business record
maintained by the receiving party in the ordinasyrse of business, such information shall not T to be Confidential Information for
purposes of this Agreement following notificatianthe other party under this Agreement of such fact

(b) With respect to any information not related to ttheensed Technology or Licensee’s assay and product
development efforts which are deemed by the distjogarty to be Confidential Information subjectiiis Agreement, the disclosing party
shall mark such information as “Confidential” prtordisclosing it to the other.

(©) With respect to any oral communication not relatethe Licensed Technology or Licensee’s assay and
product development efforts which is deemed bydiselosing party to be Confidential Information gdt to this Agreement, the disclosing
party shall notify the receiving party of such faad within thirty (30) days thereafter the disatgsparty shall send a memorandum to the
receiving party outlining the information deemed®Confidential Information.

16.2 Each party shall maintain in confidence and shatlldisclose to any person not a party hereto, hali sither party use or
exploit in any way without the other pargyiritten agreement, any Confidential Informatiailtthree (3) years after the later of the datéhe
termination of this Agreement or the end of thenterf the last to expire of the Patent Rights, usmksch information ceases to be Confidential
Information prior to the end of such period throughfault of the receiving party or the partiesegnimto an agreement authorizing same.

16.3 The receiving party shall exercise all reasonabdegutions to prevent the disclosure of Confidéhtiformation by its
employees or representatives, and in any eventrslaaitain with respect to such Confidential Infation a standard of care which is no less
than
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that standard which such party maintains to pretrentlisclosure of its own confidential information

16.4 Upon termination of this Agreement, each party agte return at once to the other, without copyallgoriginals and copies
of all materials (other than this Agreement) camiteg any Confidential Information and to make ndHer use thereof

17. INDEMNIFICATION

Licensee hereby agrees to defend, indemnify andl ieximless CASE and HHMI, and their respectivet¢ress officers, employees,
attorneys and agents from and against any thirg g&im, liability, cost, expense, damage, deficig loss, or obligation, of any kind or nat
(including, without limitation, reasonable attorséfees and other costs and expenses of deferd®cfively, “Claims”), based upon, arising
out of or otherwise relating to Licensee’s actiongnactions under this Agreement or based upasingrout of or otherwise relating to
Licensee’s and/or its sublicensee’s use, conduehisconduct regarding Licensed Products , inclgdint not limited to, any claims of product
liability, personal injury, death, damage to prdaper violation of any laws or regulations.

18. INSURANCE

Before Licensed Technology is used to diagnoseeat human beings, Licensee shall obtain and maiafgpropriate coverage of
general liability, product liability, and publicability insurance in the amount of no less thane€h¥lillion Dollars to protect CASE and HHMI,
and their respective trustees, officers, employatsrneys and agents under the indemnificationigeal hereunder. CASE and HHMI, and
their respective trustees, officers, employeesrmtys and agents shall be named as additionakidswn Licenseg’insurance policies. CA¢
shall be provided appropriate certificates of iasze thereunder.

19. BREACH

No acquiescence in any breach of this Agreemeiither party shall operate to excuse any subsequentor breach.
20. PRIOR AGREEMENT

Except for any confidential disclosure agreemerteked by the parties, this Agreement supersetlpseaious agreements relating
the subject matter hereof, whether oral or in dimgj and constitutes the entire agreement of #régs hereto and shall not be amended or
altered in any respect except in a writing execlitethe parties.

21. INTERPRETATION

This Agreement shall be governed by, and constameidenforced in accordance with, the laws of tlaeStf Ohio, United States of
America, without regard to conflict of law princgd.

Portions of this Exhibit were omitted and have beeffiled separately with the Secretary of the Commissn pursuant to the Company’s
application requesting confidential treatment underRule 24b-2 of the Exchange Act; [*] denotes omigsis.

12




22. DISPUTE RESOLUTION

22.1 Subject to Subsection 22.2, any controversy orudésprising under or relating to this Agreementl(iding, but not limited
to, the validity, scope and enforceability of thrbitration clause) shall be referred to and fina#ttled by arbitration in the City of Cleveland,
Ohio, under the auspices of, and conducted in decme with, the rules of the American Arbitratiogsaciation. All arbitration proceedings
shall be before a board of three (3) arbitrat@sehch of which each party shall select one (itrator and the selected arbitrators shall select
the third arbitrator. The costs of the third awdtibr shall be divided equally between the partes, each party shall pay the costs of the
arbitrator selected by it. Any award of the adtitrs shall be final and conclusive on the pattiethis Agreement, and judgment upon such
award may be entered in any court having jurisdicthereof. Notwithstanding the foregoing, anydie affecting the rights or property of
HHMI shall not be subject to the arbitration proeis above.

22.2 Either party may seek injunctive relief for: (apldtion by the other party of the Sections entitiRéports and Audits,”
“Markings, Trademarks and Trade Names,” “Confidalitii and Trade Secrets,” “Insurance” and “DispResolution”; (b) for enforcement of
any arbitration award; or (c) for enforcement of aon-arbitrable matter. The prevailing party balentitled to recover from the other all
costs, including attorney’s fees, related to th@ador injunctive relief.

22.3 Licensee hereby irrevocably and unconditionally:

0] Agrees that any legal action, suit or proceeditatireg to the Agreement and contemplated by thidiSe entitlec
“Dispute Resolution” hereof (collectively, “Relatédigation”) may be brought in any state or federaurt of competent jurisdiction sitting in
Cuyahoga County, Ohio, submits to the jurisdictidisuch courts, and to the fullest extent permitbgdaw agrees that it will not bring any
Related Litigation in any other forum (but nothingrein shall affect the right of CASE to bring awtion, suit or proceeding in any other
forum);

(i) Waives any objection which it may have at any timéhe laying of venue of any Related Litigatiomight in
any such court located in Cuyahoga County, Ohidgy@gany claim that any such Related Litigation b@sn brought in an inconvenient for
and waives any right to object, with respect to Rejated Litigation brought in any such court, thath court does not have jurisdiction over
Licensee; and

(i)  Consents and agrees to service of any summons laimingr other legal process in any Related Litigaby
registered or certified mail, postage prepaid,itehsee at the address for notices described iBehton entitled “Notices” hereof, and
consents and agrees that such service shall agestitevery respect valid and effective serviad (imthing herein shall affect the validity or
effectiveness of process served in any other mameranitted by law).
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23. INFRINGEMENT

23.1 Licensee shall have the right during the term of Agreement to commence an action for infringenoérthe Patent Rights
against any third party for any infringement ocsgwithin the Field of Use, provided that Licensall provide CASE thirty (30) days’ prior
written notice of such infringement and of Licerisartent to file such action. CASE shall have tight at its own expense to appear in such
action by counsel of its own selection. If reqdil®y the jurisdictional laws of the forum that asych action be prosecuted in the name of the
owner of the Patent Right, CASE shall voluntarippaar at Licensee’s expense; provided that if syigiearance subjects CASE to any
unrelated action or claim of a third party or Lisee in such jurisdiction, then CASE shall haveritjet to decline such appearance. Settlement
of any action brought by Licensee shall requiredtwesent of CASE and Licensee, which neither shattasonably withhold from the other,
and any settlement amount or recovery for damagaslze applied as follows: (i) first, to reimburte parties for their expenses in connection
with the litigation; and (ii) second, CASE shalteéve compensation for the time of any CASE persbmvolved in the action; and (iii) third,
CASE shall receive [********] of any monies remaimg.

23.2 CASE shall have the right in its sole discretiomiiigl the term of this Agreement to commence aroadbr infringement of
the Patent Rights against any third party for arfigiigement occurring anywhere in the world, pr@ddhat, before commencing any such
action concerning products within the Field of USASE shall provide Licensee with the first rigbtsie as provided in Section 23.1 and, if
Licensee determines not to bring suit, with nos lgsan thirty (30) days’ prior written notice ofcsuinfringement and of CASE’s intent to file
such action. Licensee shall have the right aiita expense to appear in such action by counstd ofvn selection. If CASE provides
Licensee with such notice before instituting ancectoncerning products within the Field of Use &imknsee fails to initiate an action against
such third party prior to the commencement of aiady CASE, then any settlement amount or regof@rdamages shall belong entirely to
CASE and CASE may settle said action without theseat of Licensee; provided, however, that the $asfrany such settlement do not imp
any obligations on Licensee or limit any rightsernisee would otherwise have under this Agreement.

23.3 Notwithstanding the pendency of any infringememtditer) claim or action by or against Licenseeghisee shall have no
right to terminate or suspend (or escrow) payméanyg amounts required to be paid to CASE purstatitis Agreement.

24. NOTICES

Any notice under any of the provisions of this Agmeent shall be deemed given when deposited in Hik postage prepaid, registe
or certified first class mail and addressed toahplicable party at the address stated on the sighpage hereof, or such other address as suct
party shall specify for itself by like notice tohet party. Each party shall transmit to the oth&csimile copy of each such notice promptly
after such deposit in the mail.
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25. ASSIGNMENT

Except in the instance of a merger of Licensee antather entity or the sale of the assets of Lieeris which this License Agreement
relates, Licensee shall neither assign nor trartibigerAgreement or any interest herein withoutghier written consent of CASE.

26. THIRD PARTY BENEFICIARY

HHMI is not a party to this Agreement and has ability to any licensee, sublicensee, or user gttaing covered by this Agreement,
but HHMI is an intended third-party beneficiarytbfs Agreement and certain of its provisions aretlie benefit of HHMI and are enforceable
by HHMI in its own name.

27. HEADINGS

The section headings contained in this Agreemensetr forth for the convenience of the parties odynot form a part of this
Agreement and are riot to be considered a parofiéwethe purpose of construction or interpretatigereof; or otherwise.

28. EXPORT CONTROLS

It is understood that CASE is subject to United&xtdaws and regulations controlling the expoteshnical data, computer software,
laboratory prototypes and other commodities (iniclgdhe Arms Export Control Act, as amended andgkgort Administration Act of 1979),
and that its obligations hereunder are contingardampliance with applicable United States expentd and regulations. The transfer of
certain technical data and commaodities may recuireense from the cognizant agency of the UnitedeS Government and/or written
assurances by Licensee that Licensee shall notteat@ta or commodities to certain foreign countvighout prior approval of such agency.
CASE neither represents that a license shall noedpeired nor that, if required, it shall be issued

(The balance of this page is intentionally leftrika
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed in duplicatentexparts, each of which
shall be deemed to constitute an original, effectis of the date first above written.

The undersigned verify subject to the penaltieSexftion 2921.13 of the Ohio Revised Code relatingnisworn falsification to
authorities that they have the authority to binthise Agreement the party on behalf of which they executing below.

Case Western Reserve Univers

By: /s/ Mark E. Coticchii By: /sl [illegible]

Title: VP for Research & Technolog Title: CIO
Managemen

Date: 8/4/05 Date: 8/5/05

Address for Notices:

Case Western Reserve University

10900 Euclid Avenue

Cleveland, Ohio 44106, USA

Attention: Assistant Vice President Biomedical Scie
Facsimile: 216-368-0196

Exact Sciences Corporation

By: /s/ Don Hardisol

Title: President and CE

Date: 7/27/05

Address for Notices:

100 Campus Drive
Marlborough, MA 01752
Attention: President
Facsimile:(508) 683-1201
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Attachment A

Description of Licensed Technology

l) [********]

2) [********]

Also, without limitation, any foreign filed paterasid patent applications based on the subject miatieided in (1) and (2) above not
already listed above.

CASE has represented to Licensee that this Attanhdés a complete list of patent applications gadents owned or controlled by
CASE as of the Effective Date that relate to HLT&n® Methylation and/or Vimentin Gene Methylatioatthave application to the Field of
Use. To the extent not already listed, this Attaeht A therefore includes, without limitation, patt@pplications and patents owned or
controlled by CASE as of the Effective Date thdateeto HLTF Gene Methylation and/or Vimentin Géviethylation and have application to
the Field of Use, provided that Licensee may elgobn disclosure of the patent rights by CASE tebsee, to include or exclude any such
patent application or patent from this Agreement.

To the extent not already listed, this Attachmergthall include, without limitation, any such patepplication(s) and/or patent(s) that
Licensee elects to include in the Patent Rightsymmt to Section 2.10 of this Agreement.
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First Amendment to License Agreement
EXACT Sciences Corporation
and
Case Western Reserve University

This First Amendment (this “Amendment”) is madeeetive as of December 31, 2007 (the “Amendmentdiffe Date”), by and
between Case Western Reserve University (“CWRUY BRACT Sciences Corporation (“EXACT").

WHEREAS, CWRU and EXACT entered into an Agreemexied July 18, 2005, (the “Agreement”) and the partlesire to amend
certain provisions of the Agreement.

NOW, THEREFORE, in partial consideration of entfythis Amendment by CWRU, Licensee shall pay to QWdénon-refundable
upfront fee of [********] within 90 days of the Amendment Effective Date; this [********] payment is gparate and apart from the [****¥****]
payment referenced below in paragraph 1. Thegsasgree to the following amendments to the Agreente be effective as of the
Amendment Effective Date:

1. The last sentence of Section 5.1 of the Agreentaadt be replaced with the following:

At a minimum, Licensee shall achieve Product LaumgiDecember 31, 2008. If Licensee has not achi®reduct Launch by
December 31, 2008, it can extend the date forélgimirement to December 31, 2009 by notifying CWiRWriting and paying a [********]
non-refundable fee to CWRU.

2. Except as expressly modified herein, the Agreeraadtall of its terms and conditions shall contiimuéull force and effect.

IN WITNESS WHEREOF, the duly authorized represéwmgstof the parties have executed this Amendmenf #ee date first above
written.

Case Western Reserve Universit EXACT Sciences Corporation
By: /s/ Mark E. Coticchii By: /s/ Jeffrey Lube

Printed Name Mark E. Coticchie Printed Name Jeffrey Lube
Title: _ Vice President for Research ¢ Title: Presiden

Technology Manageme

Case Western Reserve Universit

By: /s/ Robert Clarke Brow

Printed Name Robert Clarke Brow

Title: Treasure
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Exhibit 31.1

I, Jeffrey R. Luber, certify that:

1.

2.

| have reviewed this quarterly report on Form 10f@XACT Sciences Corporation;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nk#adisg with respect to the period
covered by this report;

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed under
our supervision, to provide reasonable assurargardiang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsimgport our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the regittsainternal control over financial reporting thatcurred during the registrastnos
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thatnhaterially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatigrterhal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reporting.

Date: August 8, 2008 By: /s/ Jeffrey R. Lube

Jeffrey R. Lube
President and Chief Executive Offic




Exhibit 31.2

I, Charles R. Carelli, Jr., certify that:

1.

2.

| have reviewed this quarterly report on Form 10f@XACT Sciences Corporation;

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omététe a material fact necessary to
make the statements made, in light of the circunt&s under which such statements were made, nk#adisg with respect to the period
covered by this report;

Based on my knowledge, the financial statement$,oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operetand cash flows of the registrant as of, amdtfe periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%nd internal control over financial reportirag @efined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd have:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepared;

b) Designed such internal control over financial réipgr; or caused such internal control over finaheporting to be designed under
our supervision, to provide reasonable assurargardang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’sldisire controls and procedures and presentedsimgort our conclusions about the
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psnt based on such evaluation; and

d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thathaterially affected, or is reasonably
likely to materially affect, the registrant’s inted control over financial reporting; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatigrterhal control over financial
reporting, to the registrant’s auditors and theiteemmmittee of the registrant’s board of directfwspersons performing the equivalent
functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contratiofmancial reporting which are
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that involveammagement or other employees who have a significdamin the registrant’s
internal control over financial reporting.

Date: August 8, 2008 By: /s/ Charles R. Carelli, J

Charles R. Carelli, J
Senior Vice President, Chief Financial Officer, dsarer and
Secretary




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 EXACTi&wes Corporation (the “Company”) on Form 10-Qtf@ period ending June 30, 2008
as filed with the Securities and Exchange Commiseiothe date hereof (the “Report”), we, Jeffrey Boer, President and Chief Executive
Officer of the Company and Charles R. Carelli, Senior Vice President, Chief Financial Officere@surer and Secretary of the Company,
certify, pursuant to 18 U.S.C. Section 1350, agptatbpursuant to Section 906 of the Sarbanes-Oxtepf 2002, to our knowledge, that:

(1) The Report fully complies with the requiremeotsSection 13(a) or 15(d) of the Securities Exg®Act of 1934; and
(2) The information contained in the Report faphesents, in all material respects, the finanaaldition and results of operations of the

Company.

/sl Jeffrey R. Lube
Jeffrey R. Lube
President and Chief Executive Offic

August 8, 200¢

/s/ Charles R. Carelli, J

Charles R. Carelli, J

Senior Vice President, Chief Financial Officer, 3sarer and
Secretary

August 8, 200¢




