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Neuhausen am Rheinfall / Switzerland - LifeWatch AG (SI X Swi ss
Exchange: LIFE), the |eading wireless remote cardi ac and nedi cal
patient nonitoring service provider in the U S., today announces
results for the Second Quarter 2010. The following link will take you
to the conplete press release and to the Letter to Shareholders Q

2010: http://ww.irlifewatch.con

Second Quarter 2010 Financial Highlights are as follows:

@»tart.t2@ Positive operating cash flow of USD 3.4 million, the 9th quarter in a row
of positive operating cash flows;

e Cash, cash equival ents, marketable securities and structures of USD 44.1
mllion on June 30, 2010, the 9th quarter in a row of increasing bal ances;

e Revenues of USD 23.3 million, a 3.9% increase fromthe prior quarter and a
31. 4% decrease year-on-year;

e Positive EBIT and EBI TDA of USD 0.1 million and USD 1.6 mllion,
respectively;

e Net incone of USD 1.9 million, a return to profitability after one | oss-
maki ng quarter;

e ACT enrollnents of 19,507, a 7.5% decrease fromthe prior quarter and a
4.3% i ncrease year-on-year;

e NiteWatch Home Sleep Test enrollnents of 623, a 107.7% increase fromthe
prior quarter;

e Reaffirmng our 2010 outl ook of USD 100 - 105 million of revenue, USD 1 -
3 mllion of EBIT, 88,000 - 92,000 ACT enroll nents and 6,000 - 7,000
Ni t eWatch enrol | nents; @@nd@@

Li feWatch continues to acquire new custonmers with its innovative
products, a clear value proposition, productivity enhancing features
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and a dedicated team of professionals. LifeWatch placed increased
enphasis on inproving its sales and marketing organi zation during the
second quarter of 2010. LifeWatch recently hired four seasoned
executives, with experience fromHP Medical, Mtronic, and other

| eadi ng healthcare institutions, to establish a marketing group to
support the sal es organization and | ead our efforts in product

devel opment. We expect that these additions will have a substanti al

i mpact on product awareness, the quality of marketing collateral, new
product devel opnent, internal and external communications and overall
sal es growt h.

On June 25, 2010, the Center for Medicare and Medicaid Services (CWVB)
announced that cardiac telenetry would remain carrier-priced for

2011. This news does not have a negative inpact on LifeWatch's

busi ness. On the commercial insurance carrier front, LifeWatch has
made significant strides in addressing the reinbursenent denial issue
havi ng secured several favorable rulings on individual patient
appeal s.

Enrol | ment s:

Enrol Il ments for our ACT service were up 4.3%to 19,507 during @ 2010
conpared to the 18,697 enrollnments in @ 2009 and down 7.5% conpar ed
to the 21,099 enrollnments in the prior period. The sequential decline
in enrollnments was primarily due to the efforts to reduce the nunber
of ACT enrollments where there was no reinbursenent. However, a
process to appeal these non-reinbursed enrollnents is being
aggressivel y managed and has yiel ded positive early results. Qur

Ni teWatch service remains in its early stages of devel opment but grew
107. 7% sequentially to 623 enrollnents in @ 2010, in line with our
expectations, from 300 enrollments in the prior quarter. Total

enrol I ments from ACT, NiteWatch, Event Mnitor and Hol ter grew
nmodestly at a 2. 6% gromh rate to 60,147 enrollnments in @ 2010 from
58, 651 enrollnments in @@ 2009.

Revenues:

Revenues decreased 31.4%to USD 23.3 mllion in @ 2010 from USD 33.9
mllion in Q@ 2009. The decrease in revenues was primarily due to a
reduction in average selling prices and the inpact of reinbursenent
denials on 2 2010. Additionally, revenues in @ 2010 increased 3.9%
fromthe prior quarter revenues of USD 22.4 nillion.

Gross Profit:

G oss profit was USD 11.9 million in @ 2010 with a margin of 51.0%
conpared with USD 20.2 million with a 60.0% margin in @ 2009. The
decrease in gross nmargins is largely attributable to the decrease in
average selling prices and the inpact of reinbursenent denials on Q
2010. Also, gross profit showed an increase in 2 2010 compared with
the prior quarter figure of USD 9.1 nmillion with a 40.8% margi n. The
sequential increases in gross profit and gross margins were largely
attributable to the Conmpany’ s efforts at reducing the cost of

provi di ng service through decreases in comunications costs and

i mprovenents in supply and distribution expenditures.

COper ati ng Expenses:

The Conpany’s operating expenses for the second quarter of 2010 are
br oken down as foll ows:

@start.t3@ Research and Devel opnent (R&D) expenses were USD 1.4 million or 5.8% of
total revenues, conpared with USD 0.8 million or 2.3%of total revenues in
Q2 2009;

e Sales and Marketing (S&V) expenses were USD 5.2 million or 22.4% of total
revenues, conpared with USD 6.5 million or 19.1% of total revenues in Q
2009;

e General and Administration (G&\) expenses were USD 5.2 million or 22.2% of
total revenues, conpared with USD 5.8 million or 17.0% of total revenues
in @ 2009

R&D expenses increased due to an increase in personnel-related costs as@2nd@@
Li fewatch continued to invest in the devel opnent of future services.

The decrease in S&M expenditures was nainly due to a reduction in
overall sales force conpensation in line with current reinbursenent



envi ronnment dynam cs. GRA expenditures decreased mainly due to a
decrease in bad debt expenses and | ower professional services fees.
Addi tionally, LifeWatch has been inplenenting efficiency initiatives
and the positive benefits thereof have begun to show in the @ 2010
results and will continue to be inpactful during the course of the
next 12 nont hs.

Operating Profit:

EBIT was USD 0.1 million with a margin of 0.5% conpared with EBIT of
USD 7.2 miillion with a margin of 21.3%in 2 2009. EBITDA reached
USD 1.6 million with a margin of 6.8% conpared with EBI TDA of USD
8.9 million with a margin of 26.1%in @ 2009

Net | ncone:

Net income for the second quarter of 2010 was USD 1.9 nmillion
conpared with net income of USD 5.0 million recorded in @ 2009

Ful | y-dil uted earnings per share were USD 0.14 in the second quarter
of 2010 conpared with fully-diluted earnings per share of USD 0. 38
reported for the second quarter of 2009. The Q 2010 figures
represent a return to profitability fromthe | osses generated in the
prior quarter.

2010 Qutl ook:

The | ast few nonths have seen LifeWatch coping with the turbul ence
caused by the dynam c rei nbursenment environment and historic

heal thcare reforms in the U S. The Conpany has al so undergone
signi fi cant managenent and operational change. The second quarter of
2010 represents a positive step in the devel opnent of the Conpany as
we record a sequential increase in revenues and a return to
profitability. LifeWatch expects the positive nonentumto continue
and reaffirms our outl ook for 2010 of USD 100-105 nillion of
revenues, USD 1-3 million of EBIT, 88,000 - 92,000 ACT enrollnments
and 6,000 - 7,000 NiteWatch enroll nents

About LifeWatch AG

Li feWwatch AG headquartered in Neuhausen am Rheinfall and listed on
SI X Swi ss Exchange (LIFE), Switzerland, is the |eading healthcare
technol ogy and sol uti on conpany, specializing in advanced tel ehealth
systens and wireless renpte patient nmonitoring services. LifeWatch
services cater to individuals, ranging fromhigh-risk and chronically
ill patients, to consunmers of health and wel | ness products. LifeWtch
has subsidiaries in the United States, the Netherlands, Japan, the
United Kingdom Switzerland and Israel. LifeWatch AGis the parent
conpany of LifeWatch Services Inc., a |eading US-based cardiac

nmoni toring service provider, and manufacturer of tel ecardiol ogy
products. LifeWatch has al so introduced a new program for Hone Sl eep
Testing of Cbstructive Sleep Apnea (OSA) patients under the brand
nane NiteWatch. For additional information, please visit

www. | i f ewatch. com

This press rel ease includes forward-1ooking statements. Al

statenments other than statements of historical facts contained in
this press release, including statements regarding future results of
operations and financial position, business strategy and plans and
obj ectives for future operations, are forward- |ooking statements.
The words "believe," "may," "will," "estimate," "continue,"
"anticipate," "intend," "expect" and sinilar expressions are intended
to identify forward-1|ooking statenents. LifeWatch AG has based these
forward- | ooking statenents |largely on current expectations and

proj ections about future events and financial trends that it believes
may affect the financial condition, results of operations, business
strategy, short termand | ong term business operations and

obj ectives, and financial needs. These forward-|ooking statenents are
subj ect to a nunber of risks, uncertainties and assunptions. In |ight
of these risks, uncertainties and assunptions, the forward-Iooking
events and circunstances described may not occur and actual results
could differ materially and adversely fromthose anticipated or
implied in the forward- |ooking statements. Al forward-| ooking
statenents are based only on data available to LifeWatch AG at the
time of the issue of this press rel ease. LifeWatch AG does not

undert ake any obligation to update any forward-|ooking statenents
contained in this press release as a result of new infornation

future events or otherwi se.

THI'S PRESS RELEASE IS NOT BEING | SSUED I N THE UNI TED STATES OF
AVERI CA AND SHOULD NOT BE DI STRI BUTED TO UNI TED STATES PERSONS OR


http://www.lifewatch.com

PUBLI CATI ONS W TH A GENERAL CI RCULATION I N THE UNI TED STATES. THI' S
PRESS RELEASE DOES NOT CONSTI TUTE AN OFFER OF SECURI TI ES OF LI FEWATCH
AG OR ANY OF | TS SUBSI DI ARIES FOR SALE IN THE UNI TED STATES OR AN

I NVI TATI ON TO SUBSCRI BE FOR OR PURCHASE ANY SECURI TI ES OF LI FEWATCH
OR ITS SUBSI DI ARIES I N THE UNI TED STATES. I N ADDI TI ON, THE SECURI Tl ES
OF LI FEWATCH AG AND I TS SUBSI DI ARI ES HAVE NOT BEEN REG STERED UNDER
THE UNI TED STATES SECURI TI ES LAWS AND MAY NOT BE OFFERED, SOLD OR
DELI VERED W THI N THE UNI TED STATES OR TO U. S. PERSONS ABSENT

REG STRATI ON UNDER OR AN APPLI CABLE EXEMPTI ON FROM THE REG STRATI ON
REQUI REMENTS OF THE UNI TED STATES SECURI TI ES LAWS.  ANY PUBLIC

OFFERI NG OF SECURI TIES TO BE MADE IN THE UNI TED STATES W LL BE MADE
BY MEANS OF A PROSPECTUS THAT NMAY BE OBTAI NED FROM LI FEWATCH AG OR

I TS SUBSI DI ARI ES, AS APPLI CABLE, AND W LL CONTAI N DETAI LED

| NFORVATI ON ABOUT THE | SSUER AND | TS MANAGEMENT AS WELL AS FI NANCI AL
STATEMENTS OF THE | SSUER.
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Further inquiry note:
Wo Kim Senior Vice President of Strategy and Busi ness Devel opnent, LifeWtch
Tel +1 847 813 4299 | Fax +1 847 813 24 48 | Email wkim@ifewatch.com

Sensus | nvestor and Public Rel ations GrbH, Zirich:
Tel +41 43 366 55 11 | Fax +41 43 366 55 12 | Email Lifewatch@ensus. ch

Branche: Heal thcare Providers

I SIN: CH0012815459

VKN: 1281545

| ndex: SPI, SPI EX

Borsen: Frankfurt / Open Market / XETRA
Berlin / free trade
SI X Swi ss Exchange / Main Standard

Originaltext: Lifewatch AG
ISIN: CH0012815459
Medienmappe: http://www.presseportal.ch/de/pm/100017242/lifewatch-ag
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