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PART

The terms AMAC or Company mean unless the context requires otherwise American Medical Alert Corp and its wholly owned

subsidiaries HClAcquisition Corp LMA Acquisition Corp SafeCom Inc North Shore Answering Services Answer Connecticut Acquisition

Corp MD OnCall Acquisition Corp American Mediconnect Acquisition Corp NM Call Center Inc and Alpha Message Center Acquisition

Corp

Statements contained in this Annual Report on Form 10-K include forward-looking statements within the meaning of Section 27A of the

Securities Act and Section 21E of the Exchange Act including in particular and without limitation statements contained herein under the

headings Description of Business and Managements Discussion and Analysis of Financial Condition and Results of

Operations Forward-looking statements involve known and unknown risks uncertainties and other factors which could cause the

Companys actual results performance and achievements whether expressed or implied by such forward-looking statements not to occur or

be realized These include uncertainties described at various points in this Annual Report on Form 10-K and in the section below entitled

Risk Factors Such forward-looking statements generally are based upon the Companys best estimates of future results performance or

achievement based
upon

current conditions and the most recent results of operations Forward-looking statements may be identjfied by the

use of forward-looking terminology such as may will expect believe estimate anticipate continue or similar terms

variations of those terms or the negative of those terms

You should carefully consider such risks uncertainties and other information disclosures and discussions which contain cautionary statements

identing important factors that could cause actual results to differ materially from those provided in the forward-looking statements

Readers should carefully review the risk factors described herein and any
other cautionary statements contained in this Annual Report on

Form 10-K The Company undertakes no obligation to publicly update or revise any forward-looking statements whether as result of new

information future events or otherwise

Item Business

General

Background

American Medical Alert Corp is committed to providing call center centric solutions that improve healthcare delivery through an expansive

portfolio of home-based Remote Patient Monitoring RPM technologies and best in class monitoring and contact center services for

healthcare providers and the pharmaceutical industry The Companys business strategy leverages its ability to design develop and integrate

health and safety monitoring technologies with its multi-site U.S based healthcare communication services infrastructure to provide its

customers with lower cost high touch solutions that sustain independent living encourage better self care activities and improve

communications of critical health information



AMACs evolution is based on disciplined approach to defining new call center service categories developing and distributing innovative

health monitoring technologies and extending the value we create to our customers Today AIvIAC is the voice of help for well known brands

providing personal emergency response the reminder when someone forgets to take medications the front office support for physicians and

clinics around the country the compassionate support to answer question about drug regimen or therapy option the report of an adverse

drug event and the clinician providing oversight of daily vital sign capture in health management programs

As the continued trend towards effective and precise end to end communication expands into new areas of health and weliness AMAC
believes that it can further its growth objectives more readily by combining its divisions and their respective management teams in way that

will increase the number and size of our opportumties Management beheves that realigning its divisions into more homogeneous device

technology and services company will poise the organization for greater cross offering opportunities As such in conjunction with

realigning its internal resources management is discussing the possibility of name change with the Board of Directors to properly reflect the

nature of American Medical Alert Corp.s evolution in healthcare communications After appropriate consideration and analysis if approved

by our Board of Directors this item would beproposed at the next annual meeting of shareholders for approval

Operating Segments

The Companys activities are reported through two operating segments The first segment Health Safety and Monitoring Services HSMS
is comprised of the development and marketing of Remote Patient Monitoring RPM technologies that include personal emergency response

systems PERS medication reminder and dispensing systems telehealthldisease management technologies and safety monitoring systems to

pharmacies The secondsegnient Telephony Based Communication Services TBCS provides of centralized call center solutions primarily

to the healthcare community including traditional after hours services daytime services applications and pharmaceutical support and clinical

trial recruitment call center services For the
year ended December 31 2010 the HSMS segment and the TBCS segment accounted for 51%

and 49% respectively of the Companys gross revenues

The Company markets its offerings directly to healthcare providers pharmaceutical companies managed care organizations and through

network of distributors The Company also offers certain products and services directly to consumers During 2011 the Company plans to

continue with its internally driven sales and marketing efforts with its currently planned organic growth strategies and also inten4s to expand its

acquisition program activities See Part II Item Managements Discussion and Analysis of Financial Condition and Results of Operations



The Company was formed in 1981 as New York corporation Since then the Company has completed eleven call center acquisitions The

Companys financial model is primarily the generation of monthly recurring revenues MRR Under this model each operating segment

generates prescribed monthly fees for services and equipment rendered throughout the duration of service agreement For the year ended

December31 2010 approximately 93% of the Companys revenue was generated from MRR The remaining 7% of revenue was derived from

its pharmaceutical and clinical trial projects installation charges and product sales

Products and Services

Health and Safety Monitoring Systems JISMS

The ongoing objective of the HSMS segment is to create compelling value proposition by addressing the fundamental need to allow

individuals to age in place with home based health monitoring technologies through single monitoring platform The HSMS RPM platform

provides single source for AMACs customers to access broad spectrum of technologies from rudimentary to sophisticated to deliver

individualized cost effective monitoring as patients needs evolve

Personal Emergency Response Systems PERS

PERS is the Companys core product and service offering The system consists of console unit and wireless transmitter generally wórnas

pendant or on the wrist by the client In the event of an emergency the client is able to summon immediate assistance via two-way voice

system that connects the clients home telephone with the Companys emergency response center The ability to access and obtain assistatice

particularly after fall or during medical emergency has been proven to reduce overall healthcare costs and increase the ability of an

individual to remain independent at home In 2000 total direct costs related to fall injuries exceeded $19 billion in adults aged 65 and older

By 2020 the annual direct and indirect cost of fall injuries is expected to reach $54.9 billion

In May 2010 AMAC announced the formation of and its investment in Lifecomm LLC joint venture with Hughes Telematics Inc and

Qualcomm Inc and its plans to launch mobile Personal Emergency Service as part of its expanding product portfolio The

introduction of state-of-the-art mobile PERS solution designed to extend affordable and potentially lifesaving emergency assistance to its

users is expected to be major advancement in providing connected location-based services The mobile PERS solution will consist of

wearable lightweight device with one-touch access to an emergency
assistance call center Inside the device cellular modem will enable

wireless voice and data communications and an embedded GPS combined with other sensors will enable location-based tracking and

monitoring of the person wearing the device personalized web portal for the user and/or caregiver will provide access to infozmation about

user activity and location



In January 2011 Lifecomm introduced the first prototypes of this device at the Consumer Electronic Show in Las Vegas NV The solution

was met with an enthusiastic reception from retail buyers As of the date of this report Lifecomm indicates that it is on schedule with plans to

launch in late 2011 as projected

In November 2009 Apna Healthcare announced an exclusive strategic alliance with AMAC to provide PERS under an Apria branded

service During the first half of 2010 ApriaAlert was introduced to selected geographic markets within Aprias national footprint As result

of positive experiences with AMAC Apria expanded its PERS product offering throughout its nationwide branch network which annually

serves over two million patients Continued expansion into other Apria relationships is planned for 2011

During the second quarter of 2010 AMAC secured new relationship with one of the nations largest homecare companies Based on the

success experienced in the first set of pilot implementations national rollout is planned to continue throughout 2011 Under the terms of this

unique service model AIvIAC has the potential to grow and retain its subscriber base at much greaterrate than in other distribution models

In 2010 the Company executed several private label service agreements including one with multi-facility hospital system under which the

first group of subscribers commenced PERS service during the fourth quarter The multi-facility hospital system agreement has the potential to

generate even greater revenue if as contemplated by the hospital system other hospitals in that system join the program after initial rollout at

one hospital Most recently AMAC was selected as the provider for the Visiting Nurse Services of New Yorks private pay PERS

offermg Launched January 2011 VNSNYA5515tTM is marketed to caregivers seeking alternatives to enhance agmg in place capabilities

AMAC PERS is marketed directly to consumers providers and by third party resellers under multiple brands mcludmg VoiceCare

Walgreens Ready Responsetm Response Call ApriaAlertT and most recently VNSNYAs5istTM

Medication Adherence Appliances

The second ccsmponent AMACs RPM platform addresses medicatioir adherence which has been defmed as critical component of patient

self management One in two patients does not take his or her medications as prescribed costing the United States an estimated $300 billion

per year in unnecessary healthcare costs In medication adherence study of adults 65 who reported to be noncompliant 84% cited simple

forgetfulness as the reason

MedSmart

MedSmart is powerful solution that organizes reminds and dispenses pills in accordance with prescribed treatment regimens Easy to set up

and use MedSmart improves adherence to medication regimens and reduces the risk of missed doses and overdosing errors to improve clinical

outcomes and quality of life



With MedSmarts innovative event reporting and notification capability family caregivers and healthcare professionals can proactively support

independent living MedSmarts docking base serves as the gateway for remote programming and event reporting When connected to

household phone MedSmart transmits device and dispensing history to secure server supported with web application for review by

authorized individuals such as relatives or medical professionals Through AMACs personalized notification system alerts an be sent to

track adherence address dosing errors and predict refill requirements The ability to communicate these events creates new capability to

easily track adherence proactively modifr behavior and improve compliance

Throughout 2010 the Company secured pilot program related contracts with several healthcare entities with the goal of demonstrating

MedSmarts value proposition such as reducing costs associated with non-adherence related hospitalizations improving disease management

outcomes and mcreasmg pharmacy scnpt yield through ongoing monitormg of chronic medication utilization Encouragmg results have led to

execution of commercial contracts with various healthcare providers and distributors In addition to these efforts in October 2010 the

Company launched its first MedSmart direct to consumer pilot program The results of this pilot program provided valuable market

intelligence that will allow the Company to more effectively position MedSmart in the market At this time management is reevaluating more

cost effective direct to consumer deployment methods

MedTime

MedTime is an electronic medication reminder and dispensing unit marketed under an exclusive licensing manufacturing and distribution

agreement which began in 1999 This agreement originates from PharmaCell AB Swedish company with licensing rights extending

throughout the United States Canada and Mexico The initial term of the agreement was five years requiring the Company to achieve certain

purchase minimums in order to maintain exclusivity Thereafter the agreement converted to an evergreen with annual purchase minimums of

1500 units The Company has met all minimums with PharmaCell to date and continues to maintain exclusivity

Telehealth systems

Rounding out AMACs RPM portfolio is AMACs telehealth delivery capability As distributor of the Health Buddy System many of the

Companys customers have successfully demonstrated the value proposition of incorporating disease management technologies into patients

plan of care

We intend to continue to broaden our RPM portfolio with lower cost high touch telehealth solutions In 2010 AMAC launched an Independent

Review Board study of its new low-cost telehealth solution TelesmartTM commercial launch of the TelesmartTM solution is planned for

2011 This AIVIAC operated telehealth platform is directed toward providers who require low-cost solution easy installation reliable

transmission of vital sign data in real-time and ease of use on the patient side



The Company believes the telehealth market will continue to provide opportunities for AMACs expansion as full source provider of remote

patient monitoring technologies and first line support services

HSMS Marketing Channels

The HSMS product line is distributed to the subscriber base through five primary marketing channels AMACs Direct to Consumer/Private

Label Program Third Party Reimbursed Programs with government customers the Distributor Network made up of Direct Service Providers

the Purchase and Monitoring Program and Safecom Pharmacy Security Systems

Direct to Consumer/Private Label Program The Company has embarked upon mission to increase consumer utilization of PERS through

multiple direct to consumer healthcare related touch points Individuals can access the PERS through AMACs corporate sales office via any

regional office or by mail order AMAC has referral arrangements with home care agencies and case managers throughout the United States

who introduce and recommend PERS to clients and generate an ongoing source of new consumer interest

In February 2007 the Company announced it had entered into relationship with Waigreen Co Waigreen to provide the Companys

flagship PI3RS under the Walgreen brand Waigreens Ready Responsetm Medical Alert system is offered though e-commerce efforts and direct

response mechanisms throughout the United States and Puerto Rico

In November 2009 Apria Healthcare announced an exclusive strategic alliance with AMAC to provide PERS under an Apria branded

service During the first quarter of 2010 ApriaAlert was introduced to selected geographic markets within Aprias national footprint As

result of positive experiences in the limited introduction phase Apria expanded its PERS product offering throughout its nationwide branch

network which annually serves over two millionpatients Continued expansion into other Apria-operated relationships is planned for 2011

Third Party Reimbursed Programs Government Customers The Companys PERS are on the Centers for Medicare Medicaid

Services list of approved monitoring devices for Medicaid Payment for PERS equipment and monitoring services is available through various

state Medicaid Home and Community Based Services waivers programs and other Medicaid funded homecare services programs

Overall during 2010 11% of AMACs revenue was derived from PERS services contracts with government customers for Medicaid

reimbursed programs AMAC believes that the use of homecare will continue to increase representing an ongoing opportunity for broader use

of the Companys current and future products



See the risk factor in Item 1A of this Part entitled If we lose key government customers or our key government customers require us to

reduce our prices before we are able to reduce costs as result of budgetary constraints or other reasons our operating results would likely

be negatively impacted

Purchase and Monitoring Program PMIP AMACs PERS is also utilized by assisted living and senior housing facilities to offer

additional protection to elderly residents Facilities operate under PMP Agreement whereby all necessary equipment is purchased The

facilities provide primary monitoring for their residents and some employ AMACs ERC to serve as their back-up center AMACs PMP

offerings include its console unit the Model 1100 residential system and ResiLink an enhanced software package for its facility monitoring

platform

Distributor Network AMAC has developed network of Direct Service Providers DSPs to establish and manage VoiceCare

programs in their local communities DSP may be hospital system home health care agency hospice senior living facility durable medical

equipment vendor or one of several other types of entities that interact with elderly infirm or disabled individuals

SafeCom Inc Pharmacy Security Monitoring Systems SafeCom Inc offers monitoring technology products and safety monitoring to

drug stores 24-hour pharmacies and national and regional retailers Under the Silent Partner brand the Company provides safety
environmental and device functionality monitoring systems and services integrating key aspects of audio technology and access control

Telephony Based Communication Services TBCS

AMACs TBCS segment offers value added customizable call center solutions that enhance the patient/provider communication experience

As part of our business development strategy management continues to employ the most advanced telephony technology and information

systems to develop services to respond to shifting market factors that affect healthcare client needs In addition to technology critical

component for successful expansion is the Companys professionally trained call agent staff The Company allocates resources to enhance

contact agent training and staff development new communication technology and continuous quality control to support TBCSs expansion

efforts The overall infrastructure has allowed AMAC to expand its footprint of services beyond traditional telephone answering services to

provide more innovative clinically oriented call center offerings



After Hours Answering Services

AMACs after hours services are classified as essential call center services with fully-customizable approach to communications

support Basic services in this offering include traditional after hour answer and customized
message delivery options contact lists and on-call

schedule management all of which can be updated at the clients convenience using the OnCall web portal Through this portal clients can

also access the accounts call history specifications and messages

OnCali supports providers unique after-hours and on-call needs with dependable service in unpredictable situations In 2010 AMAC
executed preferred vendor agreement with Rush University Medical Center to provide all of Rushs affiliated medical practices with

comprehensive solution while benefiting from the efficiencies of centralized reporting and metrics to obtain optimum quality of service and

help manage costs

Concierge Services/Daytime Solutions

AMACs Concierge Services focus on the delivery of enhanced communications and help to streamline workflow within provider

organizations These solutions primarily serve hospitals and health plans in the Northeast seeking to address staffmg constraints in variety of

areas while extending first-class patient experience

Services range from providing skilled contact agents to support insurance eligibility verification programs enhancing patient self care activities

through post discharge follow-up programs and providing specialized emergency department programs with strict reach guidelines to facilitate

better treatment and care Through more efficient and effective call processing these solutions improve patient satisfaction reduce cost and

increase revenue by maximizing the ratio of patients to available resources

Over the last eighteen months the Company has expanded its concierge services utilization by its current customer base and has executed

agreements with new hospital system to provide daytime solutions and services Service to new accounts is expected to continue to roll out

throughout 2011 The MRR associated with these service contracts significantly exceed the average MRR of the Companys traditional after

hours answering service clients and is now providing significant increases within this reporting segment In 2010 the Company received

endorsement as preferred provider of the Texas Hospital Association and HeaIthSHARE representing its second group purchasing

organization GPO agreement Management believes its concierge services/daytime solutions will continue to contribute material increases in

revenue and earnings as we expand these service offerings to national audience



Pharmaceutical Support and Clinical Trial Recruitment Services

Our clinical trial solutions service is an integral component of our overall growth strategy to drive revenue enhancement and expand our

visibility AMACs PhoneScreen is leader in the field of patient recruitment retetition and contact center services Using centralized

telephone screening of potential clinical trial study subjects PhoneScreen provides valuable data to inform advertising and patient recruitment

strategies

As the trend towards more individualized healthcare conmiunication becomes the norm AMAC is leading this transformation with innovative

contact solutions In 2010 AMAC commenced new relationship with third premiere pharmaceutical company New project work in the

fourth quarter
of 2010 from this relationship contributed meaningfully to our fourth quarter results We anticipate that our pharmaceutical

support programs
will be increasingly utilized to deliver enhanced patient-centric healthcare communication experiences on behalf of certain

brands Based upon new demand we are recruiting nurses health educators and other healthcare professionals that will allow us to provide

additional turn-key solutions for our clients

TBCS Marketing Channels

The TBCS service line is marketed to four primary channels individual and multiple physician integrated hospital networks group purchasing

organizations and pharmaceutical companies and clinical research organizations under the brand names H-LINK OnCall Live Message

America LMA North Shore Answering Service NSAS Answer Connecticut Acquisition Corp ACT MD OnCall Acquisition

Corp MD OnCall and American Mediconnect Acquisition Corp AMI which includes the brands American Mediconnect and

PhoneScreen

Production/Purchasing

The Company outsources the manufacturing and final assembly of its core product lines Sources are selected through competitive bids past

performance and accessibility to the engineering process Although the Company currently maintains favorable relationships with its vendors

the Company believes that in the event any such relationship were to be terminated the Company would be able to engage the services of

alternative vendors as required to fulfill its needs without any material adverse effect to the Companys operations With the exception of

several proprietary components which are manufactured to the Companys specifications the manufacturing of the Companys product lines

requires the use of generally available electronic components and hardware

Call Centers

As of March 2011 the Company operates nine call centers

Long Island City New York
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The Companys primary communications center is located at 36-36 33 rd Street Long Island City New York In April 2003 the Company

opened one-hundred seat state-of-the-art call center to centralize the full scope of communication services offered by AMAC The call center

was built with system-wide redundancy and can accommodate growth up to three times its current volume Phone service to the call center

is provided by three separate camers and is configured to provide continuous service in the event of disruption Phone circuit entry to the

building is provided through reinfQrced steel conduit built to UL Central Station Standards The call centers electricity supply is maintained

by comprehensive three tiered back-up system The system consists of dual power supplies at the telephone switch an uninterruptible power

supply and diesel generator

The Company call center is staffed by full time Information System IS professionals charged with the responsibility to maintain refme

and report on all data and communications system requirements Critical systems are equipped with secure remote access and diagnostic

abilities enabling offsite as well as on-site access to IS system support 24/7

Audubon New Jersey

This site serves as the call center for telephone answering services provided by the Companys LMA subsidiary and services the Companys
Southern New Jersey and Philadelphia customer base Port Jefferson New York

This site serves as the call center for telephone answering services provided by the Companys NSAS subsidiary and services the Companys

Long Island TBCS customer base

Port Jefferson New York

This site serves as the call center for telephone answering services provided by the Companys NSAS subsidiary and services the Companys

Long Island TBCS customer base

Newmgton Connecticut

This site serves as the one of the two call centers for telephone answenng services provided by the Companys ACT subsidiary and services the

Companys Connecticut TBCS customer base This site also serves as the back-up center for the Companys PERS Emergency RespOnse

Center and Client Services

Springfield Massachusetts

This site serves as the one of the two call centers for telephone answering services provided by the Companys ACT subsidiary and services the

Companys Massachusetts TBCS customer base



Cranston Rhode Island

This site serves as the call center for the HSMS Direct to Consumer sales activity and telephone answering services provided by the MD
OnCall subsidiary and services the Companys Rhode Island TBCS customer base

Chicago Illinois

This site serves as the call center for telephone answering services provided by the Companys AMI subsidiary and services the Companys
Illinois TBCS customer base

Clovis New Mexico

This site serves as second call center location primarily to support AMACs ERC center H-LINK OnCall and Phone Screen client base

Northfield New Jersey

This site serves as the call center for telephone answering services provided by the Companys Alpha Message Center subsidiary and services

the Companys New Jersey and Pennsylvania customer base

Marketing/Customers

The Company markets its portfolio of healthcare communication services and monitoring devices to integrated hospital systems home

healthcare providers community service organizations government agencies third party insurers as well as private pay clients The Company
believes there are several compelling industry and population trends that will continue to drive utilization of its products and services Within

our HSMS segment the
aging population and percentage of individuals with chronic disease conditions will continue to provide significant

opportunity to utilize our monitoring solutions to achieve cost control and improve quality of life

With respect to our TBCS segment the Company markets these services primarily to hospital systems managed care organizations

pharmaceutical compames and physicians We contmue to observe mcreased opportunity with integrated hospital systems regional home

health agencies and pharmaceutical compames Specifically healthcare orgamzations are seeking to achieve cost savings by consolidating

services through single source vendor relationships The Company advanced telephony call center infrastructure and specialization in

healthcare uniquely positions the Company to effectively compete for new business

While the Company focuses on growth in each reporting segment customer retention is equally important The Companys customer service

provider relations and accounts services teams focus on account maintenance and business development from existing customers

13



The Companys products and services may be acquired on single line or bundled basis and are highly complementary As demand for our

products and services increases the Company will add additional sales and marketing personnel as needed to enhance our national presence

throughout its respective businesses

Trademarks

The Company considers its proprietary trademarks with respect to the development manufacturing and marketing of its products to be

valuable asset The Company believes that continued development of new products and services with trademark protection is vital to

maintaining competitive advantage The Companys trademarks include AMERICAN MEDICAL ALERT WhERE PATIENTS AND

PROVIDERS CONNECT VOICECARE RRSPONSE CALL MEDTIME MEDSMART SECURE-NET
HEALTH MESSENGER i-LiNK and ENDORSED BY GRANDCHILDREN EVERYWHERE each of which is registered with

the United States Patent and Trademark Office

Research and Development

In continuing effort by the Company to maintain state-of-the-art technology the Company conducts research and development through the

ongoing efforts of its employees and consulting groups During 2011 the Company plans to continue to enhance its monitoring platforms as it

prepares to launch mobile PERS solutionl Expenditures for research and development for the years ended December 31 2010 2009 and

2008 were approximately $119000 $308000 and $330000 respectively and are included in selling general and administrative expenses In

addition to this the Company continues to focus its research and development activities on enhancement of its HSMS products as well as the

development of new products and services specifically addressing disease management

Impact of Government Regulations

As mentioned above during 2010 11% of AMAC revenue was derived from PERS services contracts with government customers for

Medicaid reimbursed programs Government legislative initiatives if enacted could impose pressures on the pricing structures applIcable to

the Companys PERS services On the other hand new reimbursement programs such as those relating to our Telehealth/Disease Monitoring

and Management TH/DMM products and services could provide significant additional sources of reimbursement from government

entitlements Depending on the nature and extent of any new laws and/or regulations or possible changes in the interpretation of existing laws

and/or regulations any such changes could affect revenue operating margins and profitability See the risk factors below in Item 1A entitled

Our business may be adversely impacted by new government regulations or changes to current government regulations and If we lose key

government customers or our key government customers all of which provide our products and services under Medicaid reimbursed

programs require us to reduce our prices before we are able to reduce costs as result of budgetary cons fraints or other reasons our

operating results would likely be negatively impacted



The Health Insurance Portability and Accountability Act of 1996 and the regulations promulgated thereunder HIPAA relate to the privacy

and security of patient health information As required by HIPAA the Company executes Business Associate Agreements with its business

partners and vendors has appointed Privacy Officer and established policies procedures and training standards The Health Information

Technology for Economic and Clinical Health HITECH Act amended HIPAA to address privacy and security concerns associated with the

electronic transmission of health information which amendments became effective in September 2010 The Company is in the
process

of

evaluating and updating its policies procedures and training standards to comply with these requirements

The Companys PERS and related equipment is subject to approvals under the rules of the Federal Communications Commission FCC
pertaining to radio frequency devices Part 15 connected to the telephone system Part 68 The Company submits all new product models for

approval as required under the rules of the FCC

The Companys new low-cost telehealth solution TelesmartTM may require clearance from the FDA The Company is evaluating what

measures are required to be taken with respect to FDA regulation This solution is not commercially available as of the date of this report

Competition

In each business segment AMAC faces competition both in price and service from national regional and local service providers of PERS

THIDMM telephone answering service and security monitoring systems Price quality of services and in some cases convenience are

generally the primary competitive elements in each segment

HSMS

The Companys competition within the HSMS segment includes manufacturers distributors and providers of personal emergency response

equipment and services disease management and biometric carve out companies and small number of security companies The Companys
market research estimates that approximately 20-30 companies are providers of competitive PERS products 15-20 companies are providers of

THIDMM and 5-10 companies are providers of medication management systems We believe PERS competitors serve in the aggregate

approximately 1000000 individuals under the PERS product line Because TH/DMM is new field of healthcare services reliable data of

actual number of users is unavailable Some of the Companys competitors may have more extensive manufacturing and marketing capabilities

as well as greater financial technological and personnel resources The Companys competition focuses its marketing and sales efforts in the

following areas hospitals home care providers physicians ambulance companies medical equipment suppliers state social services agencies

health maintenance organizations and direct marketing to consumers
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We believe the competitive factors when choosing an HSMS provider include the quality of monitoring services product flexibility and

reliability and customer support The Company believes it competes favorably with respect to each of these factors The Company believes it

will continue to compete favorably by developing technological enhancements to the core systems that are expected to establish meaningful

differentiation from its competitors

TBCS

The Company believes that it is one of the larger medical-specific telephone answering service providers competing with more than 3300 call

centers across the United States of which fewer than 10 percent are medical-only The Company considers its scope of services more diverse

than those of traditional sole proprietorships that make up the greatest portion of the competitive landscape While many TBCS organizations

compete for after-hours business AMAC is offering new services catering to daytime work for large health systems and believes this

application is scalable nationwide As the Company migrates towards scalable contact management solutions it expects to face new

competition from competitors who while perhaps not maintaining an exclusive medical call center focus such as AMAC does are nonetheless

competing for similar project work and contract activities

Employees

As of March 25 2011 the Company employed 610 persons of which 516 are full time employees who perform functions on behalf of the

Company in the areas of administration marketing sales engineering finance purchasing operations quality control and research The

Company is not party to any collective bargaining agreement with its employees The Company considers its relations with its employees to

be good

Financial Information about Segments

Financial information about our operating segments can be found in Note 13 to the fmancial statements included as part of this annual report on

Form 10-K beginning on page F-27

Item 1A RISK FACTORS

Risks associated with our business

We have invested $4 million in Lifecomm limited liability company formed for the purpose of developing mobile PERS solution The

fallure ofLjfecomm to successfully develop the mobile PERS solution at all or in timely and cost-effective manner or the unwillingness

of customers to accept it could adversely affect the value ofthis investmenL In addition we entered into this investment in part to secure an

adaptive technology due to technological changes in the PERS market and there is no assurance that this decision will result in this goal

being achieved



We have invested $4 million in Lifecomm limited liability company formed for the purpose of developing mobile PERS solution The

success of this initiative will be dependent upon among other things

the ability of Lifecomm to successfully develop the technology to support the mobile PERS solution

the ability of Lifecomm to develop and commercialize the mobile PERS solution in cost-effective and timely manner

consumer interest in and acceptance of Lifecomms mobile PERS solution

changes in the competitive or regulatory environment in which Lifecomm operates
and

risks associated with prosecuting or defending allegations or claims of infringement of intellectual property rights

If sufficient market does not emerge
for the Lifecomm products and services or we are not successful in marketing such products and

services our growth could be adversely affected and our investment in Lifecomm may be lost In addition if the Companys decision to invest

in cellular technology as the likely adaptive technology to replace POTS plain old telephone systems technology proves to be incorrect other

adaptive technologies may emerge which the Company has not focused on and the Company would be at competitive disadvantage as result

of its focus on cellular technology

Finally Lifecomms parent and controlling financial interest holder has determined that Lifecomm is variable interest entity and that such

parent entity is the primary beneficiary If such parent entity is unable to provide the financial and operating support that it is obligated to

provide under the Lifecomm agreement Lifecomm and the successful development of the next generation mobile PERS would likely be

negatively impacted To date suchparent entity has incurred recurring losses and have net capital deficiency
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Our acquisition strategy exposes us to risk including with respect to our ability to integrate the businesses products or services that we

acquire

We expect to grow our business in part by acquiring companies that are compatible with our current principal business lines We cannot be

certain that we will be able to successfully

identify suitable acquisition candidates

negotiate identified acquisitions on terms acceptable to us or

integrate acquisitions that we complete

We may encounter competition for acquisitions which could result in acquisition prices we do not consider acceptable We are unable to

predict whether or when any prospective acquisition candidate will become available or the likelihood that any acquisition will be completed

The success of acquisitions we complete will be dependent upon our ability to effectively integrate the acquired businesses products and

services including by realizing potentially available marketing opportunities and cost savings and operating the combined business

profitably In addition successful integration may involve operational changes and significant expense
We cannot be certain

that we will be successful in integrating an acquired business product or service into our existing business systems or product and

service mix or in integrating an acquired product or services distribution channels with our own

as to the timing or number of marketing opportunities or amount of cost savings that may be realized as the result of our integration of

an acquired business product or service

that an acquisition will enhance our competitive position and business prospects or

that we will not experience difficulties with customers personnel or other parties as result of an acquisition

Finally in order to finance any acquisition we may need to borrow money under our existing facilities or use our cash reserves Use of our

cash reserves andlor leveraging ourselves for acquisitions could limit our financial flexibility in the future



If we lose key government customers or if our key government customers all of which provide our products and services under Medicaid

reimbursed programs require us to reduce our prices before we are able to reduce costs as result of budgetary constraints or other

reasons our operating results would likely be negatively impacted

During each of 2009 and 2010 11% of our revenue was derived from PERS services contracts with government customers for Medicaid

reimbursed programs Some of these agencies have been experiencing budget cuts and implementing cost cutting measures which may cause

them to demand price reductions or alternatively result in nonrenewal of existing contracts upon expiration if price reductions are not

implemented In addition if government payors such as Medicaid deny or change coverage reduce their current levels of reimbursement for

healthcare services or otherwise implement measures to regulate pricing or contain costs or if our costs increase more rapidly than

reimbursement level or permissible pricing increases or we do not satisf the standards or requirements for reimbursement our revenues

operating margin or profitability may suffer and our business performance value prospects fmancial condition or results of operations may be

adversely affected If we lose key government customers or if our key government customers require us to reduce our prices before we are

able to reduce costs as result of the foregoing or other reasons our operating results would likely be harmed

Changes in the general economic environment may impact our future business and results of operations

While there seem to be indications of the beginning of recovery process current economic conditions including the credit cnsis affecting

global financial markets and the possibility of global recession could adversely impact the Companys future business and financial results

These conditions could result in reduced demand for some of the Companys products increased order cancellations and returns increased

pressure on the prices of the Companys products increased number of days to collect outstanding receivables and/or increased bad debts on

outstanding receivables and greater difficulty in obtaining necessary fmancing on favorable terms Over the last two years as result of the

housing and credit cnsis the Company realized decline its sale of PERS products to senior living facilities Additionally as result of

these economic conditions the Company has experienced the impact of the reduction and termination of funding being provided to our

customers in State program

Our business may be adversely impacted by new government regulations or changes to current government regulations

As provider of services under Medicaid reimbursed programs we are subject to the federal fraud and abuse and the so-called Stark anti-

referral laws violations of which may result in civil and cnminal penalties and exclusion from participation in Medicaid programs Also

several states have enacted their own statutory analogs of the federal fraud and abuse and anti-referral laws While we at all times attempt to

comply with the applicable federal and state fraud and abuse and anti-referral laws there can be no assurance that administrative or judicial

interpretations of existing statutes or regulations or enactments of new laws or regulations will not have material adverse effect on our

operations or financial condition See also the risk factor above entitled If we lose key government customers or our key government

customers all of which provide our products and services under Medicaid reimbursed pro grams require us to reduce our prices before we are

able to reduce costs as result of budgetary constraints or other reasons our operating results would likely be negatively impacted
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In March 2010 Congress approved atid the President signed into law the Patient Protection and Affordable Care Act and the Health Care and

Education Reconciliation Act collectively the Healthcare Reform Acts Among other things the Healthcare Reform Acts seek to expand

health insurance
coverage

to approximately 32 million uninsured Americans Many of the significant changes in the health care industry

resulting from the enactment of the Healthcare Reform Acts do not take effect until 2014 including requirement that most Americans
carry

health insurance We expect expansion of access to health insurance to increase the demand for our products and services but other provisions

of the Healthcare Reform Acts could affect us adversely The Healthcare Reform Acts contain many provisions designed to generate the

revenues necessary
to fund the coverage expansions and to reduce costs of Medicare and Medicaid We could be adversely affected by among

other things changes in the delivery or pricing of or reimbursement for medical devices Various health care reform proposals have also

emerged at the state level and we are unable to predict which if any of those proposals will be enacted However the ultimate effect of health

care reform legislation or any future legislation or regulation could have material adverse affect on our business performance value

prospects fmancial condition or results of operation

If we fail to successfully manage our new product initiatives or we fail to anticipate the issues associated with such initiatives our

business may suffer

The success of our new product initiatives including MedSmartTM TeleSmartTM and the mobile PERS device being developed by Lifecomm

as described above depends on number of factors including our ability to anticipate and manage variety of issues associated with these new

products such as

difficulties faced in manufacturing ramp

customer interest and acceptance

effective management of inventory levels in line with anticipated product demand and

quality problems or other defects in the early stages of new product initiatives that were not anticipated in the design of those

products

Our busmess may suffer if we fail to successfully anticipate and manage these issues associated with our new product initiatives



In addition we are investing considerable financial and other resources to introduce new products and product enhancements in particular

marketing and advertising related expenses with respect to MedSmart that our customers may not ultimately adopt If our customers do not

adopt these new products or product enhancements due to preference for alternative products or for other reasons we would not recoup any

return on our investments in these products which may result in charges to our consolidated income statements and harm the future growth of

our business

The earthquake and tsunami in Japan may affect our supply

As result of the recent earthquake and tsunami as well as their aftermath in Japan the lead time for certain components of our devices may

increase Although the Company currently has significant supply on hand the Company may experienceshortages if delays in receiving orders

continue and become more severe

Product liability and availability of insurance

Because our business involves responding to personal emergencies failures of our products or errors in the delivery of our services carry risk

of liability claims We manage this risk through contractual limits on liability and damages and by carrying insurance However the

contractual limits may not be enforceable in all jurisdictions or under all circumstances While historically we have not incurred significant

liabilities due to such claims successful claim may be made for damages which exceed the coverage under any insurance policy In the

future our insurance may become more expensive and there can be no assurance that additional insurance will be available on acceptable

terms If one or more of these occur it could have an adverse effect on our results of operations and financial condition

Risks associated with our securities

We have not established recurring dividend program

In December 2009 and again in July 2010 the Company declared cash dividend of $0.10 per common share which was paid to shareholders

in January 2010 and September 2010 respectively During the 2008 fiscal year the Company did not pay dividends on its common shares

The Companys current intention is to utilize cash resources for operations and acquisitions and it is therefore unlikely that the Company will

pay dividends in the near and medium term

Shares that are eligible for sale in thefuture may affrct the marketprice of our common stock

As of March 25 2011 an aggregate
of 2482886 of the outstanding shares of our common stock are restricted securities as that term is

defined in Rule 144 under the federal securities laws These restricted securities may be sold only pursuant to an effective registration

statement under the securities laws or in compliance with the exemption provisions of Rule 144 or other securities laws provisions Rule 144

permits the sale of restricted securities by any person whether or not an affiliate of the Company after six months at which time the sales by

affiliates can be made subject to Rule 144s volume and other limitations and the sales by non-affiliates can be made without regard to Rule

144s volume and other limitations other than the limitation regarding public information set forth in Rule 144c for an additional six

months In general an affiliate is person that directly or indirectly through one or more intermediaries controls or is controlled by or is

under common control with the Company The SEC has stated that generally executive officers and directors of an entity are deemed affiliates

of the entity In addition as of March 25 2011 738343 shares are issuable pursuant to currently exercisable options or warrants which upon

exercise would further add to the number of outstanding shares of common stock Future sales of substantial amounts of shares in the public

market or the perception that such sales could occur could negatively affect the priceof our common stock
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Item lB UNRESOLVED STAFF COMMENTS

None

Item PROPERTIES

As described below the Company leases multiple facilities that the Company believes are satisfactory and suitable for their intended uses

The Companys principal executive offices are located at 36-36 33 rd Street Lotig Island City New York The Company entered into 15-year

lease with an unaffiliated third party on January 14 2002 for an 11000 square foot space at this address which it occupied in April

2003 This location is also the base of the Companys primary communication center for both the HSMS and TBCS segments The Company

and the building are eligible for significant Relocation and Employment Assistance Program REAP credits and other tax incentive and

cost savings benefits The lease calls for minimum annual rent of $269500 subject to annual increases of 3% plus reimbursement for real

estate taxes

During 2005 the Company entered into two operating lease agreements with an unaffiliated third party to lease additional
spaces

of

approximately 10000 square feet and 5000 square feet respectively at the facility in Long Island City New York for the
purpose

of further

consolidating its warehouse and distribution center and accounting department into the location which currently houses its principal HSMS and

TBCS call center in the New York area The leases expire in March 2018 call for minimum annual rent of $220000 and $115000

respectively and are subject to increases in accordance with the term of the agreements The Company is also responsible for the

reimbursement of real estate taxes The Company and the building are eligible for significant REAP credits and other tax incentive and cost

savings benefits
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In September 2009 the Company sublet portion of its
space under one of its 2005 operating leases The space is being sublet to an

independent third party and calls for minimum annual rent of $125000 and is subject to annual increases in accordance with the terms of the

agreement The sublease expires in March 2018

During 2010 the Company entered into an operating lease agreement for additional space of approximately 2600 square feet at its Long Island

City New York location ui order to provide space for the operation of its non traditional day-time services The lease which commenced in

January
2011 and expires in December 2015 calls for minimum annual rent of $65000 and is subject to increases in accordance with the term

of the agreement The Company is also responsible for the reimbursement of real estate taxes

On January 1995 the Company entered into five-year operating lease with Howard Siegel Chairman of the Board and Senior Advisor

of the Company under which the Company leases 5600 square foot facility at 3265 Lawson Boulevard Oceanside New York which

formerly housed our principal executive office the 1995 Lease The 1995 Lease was amended several times with the latest amendment

providing for term expiration on December 31 2012 The amended 1995 Lease currently provides for base annual rent of $133963 plus

reimbursements for real estate taxes and other operating expenses

The Company maintains marketing and administrative office used by its HSMS segment in Decatur Georgia The Company leases

approximately 1200 square
feet of

space from an unaffiliated third party on month to month basis at charge of $1750 per month

The Company maintains marketing and administrative office used by its HSMS
segment in Matteson Illinois The Company leases

approximately 1400 square feet of space from an unaffihiated third party pursuant to three-year lease which expired on July 31 2013 The

lease calls for minimum annual rent of $27600 and is subject to increases in accordance with the term of the agreement

The Company maintains marketing and administrative office used by its HSMS segment in Centennial Colorado The Company leased

approximately 775 square feet of space from an unaffiliated party pursuant to six month lease which expired on April 30 2008 The

Company currently leases this space on month to month basis at charge of $1050 per month

The Company maintains marketing and administrative office used by its HSMS segment in Redondo Beach California The Company leases

approximately 1500 square feet of space from an unaffihiated party pursuant to month to month lease The lease provides for monthly rent of

$2695

The Company maintains telephony based call center used by its TBCS segment in Audubon New Jersey The Company leases

approximately 2000 square feet of space from an unaffiliated party pursuant to lease which expired on December 31 2006 and was

subsequently amended for an additional three
years The lease was subsequently extended through December 31 2012 The lease currently

calls for minimum annual rent of $33510 throughout the extended term of the lease
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The Company maintains telephony based call center used by its TBCS segment in Port Jefferson New York The Company leases

approximately 1500 square
feet of

space
from an unaffihiated party pursuant to five-year lease which expires on September 30 2010 and

was subsequently amended for an additional three years The lease currently calls for minimum annual rent of $87715 and is subject to annual

increases of 3%

The Company maintains telephony based call center used by its TBCS segment in Newington Connecticut The Company leases

approximately 3000 square feet of space from one of its telephone answering services manager pursuant to four-year lease which expires on

March 31 2015 The lease calls for minimum annual rent of $54000 throughout the extended term of the lease

The Company maintains telephony based call center used by its TBCS segment in Springfield Massachusetts The Company leases

approximately 1500 square feet of space from an unaffiliated party pursuant to lease which expires on July 31 2009 and was subsequently

extended to July 31 2011 The lease calls for minimum rent of $850 per month throughout the term of the lease

In 2007 the Company entered into an operating lease with one of its telephone answering services manager for its telephony based call center

used by its TBCS segment
in Cranston Rhode Island The lease which has office space

of approximately 3900 square feet commenced on

January 2008 and expires on December 31 2012 The lease calls for minimum annual rent of $70200 and is subject to increases in

accordance with the term of the agreement

The Company maintains telephony based call center used by its TBCS segment in Chicago Illinois The Company leases approximately

3350 square feet of space from an affiliated party pursuant to lease which expires on August 31 2017 The lease calls for minimum annual

rent of $61980 subject to annual increases of 3%

The Company maintains telephony based call center used by its TBCS sand HSMS segments primarily to support H-LINK OnCall and

Phone Screen client base in Clovis New Mexico During 2007 the Company entered into an operating lease agreement with an unaffiliated

third party to lease office space
of approximately 6600 square

feet in Clovis New Mexico The lease term is for three years and commenced

on April 17 2008 the date in which the Company took possession of the premises The lease calls for minimum annual rent of $27000 The

Company is in the process of extending this lease for an additional three years pursuant to the option provided on the initial lease

The Company maintains telephony based call center used by its TBCS segment in Northfleld New Jersey The Company leases

approximately 2400 square feet of space from one of its telephone answering services manager pursuant to two years lease which expires on

September 27 2012 The lease calls for minimum annual rent of $60000 throughout the term of the lease
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Item Legal Proceedings The Company is aware of various threatened or pending litigation claims against the Company relating to its

products and services and other claims arising in the ordinary course of its business The Company has given its insurance carrier notice of
such claims and it believes there is sufficient insurance

coverage
to cover any such claims Currently there are no material litigation claims for

which an estimate of loss if any can be reasonably made as they are in the preliminary stages and therefore no liability or corresponding
insurance receivable has been recorded In any event the Company believes the disposition of these matters will not have material adverse

effect on the results of
operations and financial condition of the Company

Item Removed and Reserved
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PART

Item MARKET FOR REGISTRANTS COMMON EQUITY RELATED STOCKHOLDER MATTERS AND iSSuER

PURCHASES OF EQUITY SECURITIES

Market Information

The Companys Common Stock is traded on The NASDAQ Capital Market Symbol AMAC The high and low closing sales prices of the

Common Stock as reported by NASDAQ are shown for the fiscal years indicated

High Low

2010 First Quarter 7.20 5.92

Second Quarter 6.91 5.52

Third Quarter 7.48 5.84

Fourth Quarter 6.22 5.00

2009 First Quarter 5.20 3.80

Second Quarter 6.15 5.18

Third Quarter 6.25 5.51

Fourth Quarter 6.93 5.70

Holders

As of March 25 2011 there were 261 record holders of the Companys Common Stock

Dividends

On July 19 2010 the Company declared special cash dividend in the amount of $0.10 per common share or $956034 in the
aggregate

which was payable to the shareholders of record as of September 13 2010 The dividend was paid on September 29 2010

On December 16 2009 the Company declared special cash dividend in the amount of $0.10 per common share or $950364 which was

accrued as of December 31 2009 The dividend was payable to the shareholders of record as of December 28 2009 The dividend was paid

on January 15 2010

The Company received waivers from the lender under its existing credit facility prior to declaring the special dividends As pursuant to the

Companys credit facility arrangement the Company is prohibited from declaring and paying any dividends until such time that the loans under

the credit facility have been satisfied in full

The Companys current intention is to utilize cash resources for operations and acquisitions and it is therefore unlikely that the Company will

pay dividends in the near and medium term
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Performance Graph

Set forth below is line graph comparing the annual percentage change in the cumulative total return on the Companys Common Stock with

the cumulative total return of the NASDAQ Composite Market Index U.S Companies and the NASDAQ Healthcare Index for the period

commencing on December 31 2005 and ending on December 31 2010

Comparison of Cumulative Total Return from December 31 2005 through December 31 2010

COMPARISON OF YEAR CUMULATIVE TOTAL RETURN
Among American Medical Alert Corp the NASDAQ Composite Index

and the NASDAQ Health Care Index

NASDAQ Composite -0 NASDAQ Health Care

$100 invested on 12131/05 in stock or index including reinvestment of dividends

Fiscal
year ending December 31

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

None

-a

12/05 12/06 12/07 12/08

American Medical Alert Corp

12/09 12/10

Recent Sales of Unregistered Securities

None

27



Item SELECTED FINANCIAL DATA

The following table sets forth selected consolidated fmancial data for the Company This data should be read in conjunction with the

Consolidated Financial Statements and related Notes as well as Managements Discussionand Analysis of Financial Condition and Results of

Operations included herein

YearsEndedDecember3l 2010 2009 2008 2007 2006

Selected Statement of Operations Data

Revenue

Service 3782548 38592761 37380556 35054093 30406636

Product 988321 933180 1269546 591172 387752

Total Revenue 40770869 39525941 38650102 35645265 30794388

Netlncome 2385566 2889513 1439601 1514232 1262529

Net Income Per Share Basic 0.25 9.30 0.15 0.16 0.14

Net Income Per Share Diluted 0.24 0.30 0.15 0.16 0.13

Cash Dividend Declared Per Common

Share 0.10 0.10

Weighted Average Number of Common

Shares

Basic 9550345 9482351 9426912 9276712 8948328

Diluted 9836863 9710071 9670563 9732386 9386142

Selected Balance Sheet Data as of

December 31

Total Assets 37517485 35828624 34366264 34953221 32607745

Long-term Liabilities 4118034 3078603 4646708 6211663 7233964

Shareholders Equity 9655818 27916383 25551177 23670665 21345190

Item MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

The Companys primary business is the provision of healthcare communication services through an expansive portfolio of home-based

Remote Patient Monitoring technologies and best in class monitoring and contact center services for healthcare providers and the

pharmaceutical industry The Companys business strategy leverages its ability to design develop and integrate health and safety monitoring

technologies with its multi-site U.S based healthcare communication services infrastructure to provide its customers with lower cost high

touch solutions The Companys products and services are primarily marketed to the healthcare and pharmaceutical industries The Company

also offers certain products and services directly to consumers The Companys activities are reported through two operating segments The

first segment Health and Safety Monitoring Services is comprised of the development and marketing of Remote Patient Monitoring RPM
technologies The second segment Telephony Based Communication Services is comprised of the provision of centralized call center

solutions primarily to the healthcare community
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The Health and Safety Monitoring Systems HSMS Segment

The primary goal of the HSMS segment is to provide life enhancing RPM technologies that allow seniors to remain independent at home

HSMS includes personal emergency response systems medication adherence appliances and telehealth systems

Personal Emergency Response Systems PERS

The divisions core business is the sales and marketing of our Personal Emergency Response System The system consists of console unit and

wireless activator generally worn as pendant or on the wrist by the client In the event of an emergency the client is able to summon

immediate assistance via the two-way voice system that connects their home telephone with the Companys Emergency Response Center The

Company sells these PERS devices for use in either private homes or independent and assisted living facilities AMACs PERS is sold through

its primary brand VoiceCare and direct to consumer under Walgreen Ready ResponseTM Response Ca1ITM and ApriaAlertTM In 2010 the

Company derived approximately 50% of its revenue from PERS activities Plans are underway to launch mobile PERS solution late in 2011

to complement and expand its PERS offering Moving forward the Company will continue to grow this segment through internally driven

sales and marketing efforts

MedSmart

The second component of AMACs Remote Patient Monitoring RPM platform addresses another serious healthcare need-medication

adherence During the fourth quarter of 2009 the Company commercially released AMACs new monitored medication management tool

MedSmart MedSmart is system that organizes reminds and dispenses pills in accordance with prescribed treatment regimens With

MedSmarts event reporting and notification option family caregivers and healthcare professionals can monitor clients adherence to their

medication regimen Through AMACs personalized notification system alerts can be sent to track adherence address dosing errors and

predict refill requirements Throughout 2010 the Comparty secured pilot program related contracts with several healthcare entities In October

2010 the Company launched its first MedSmart direct to consumer pilot program Moving forward in 2011 management is reevaluating more

cost effective direct to consumer deployment methods for MedSmart

MedTime

MŒdTime is an electronic medication reminder and dispensing unit marketed under an exclusive licensing manufacturing and distribution

agreement which began in 1999 This agreement originates from PharmaCell AB Swedish company with licensing rights extending

throughout the United States Canada and Mexico The initial term of the agreement was five years requiring the Company to achieve certain

purchase minimums in order to maintain exclusivity Thereafter the agreement converted to an evergreen with annual purchase minimums of

1500 units Th Company has met all minimums with PharmaCell to date and continues to maintain exclusivity
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Telehealth systems

Rounding out AMACs RPM portfolio is AMACs robust telehealth delivery capability As distributor of the Health Buddy System many
of the Companys customers have successfully demonstrated the value proposition of incorporating disease management technologies into

patients plan of care We intend to continue to broaden our RPM portfolio with lower cost high touch telehealth solutions In 2010 AMAC
launched an Independent Review Board study of its new low-cost telehealth solution currently named Telesmart TM commercial launch

of this solution is planned for 2011 This AMAC operated telehealth platform is directed toward providers who require low-cost solution

easy installation reliable transmission of vital sign data in real-time and ease of use on the patient side

The Telephony Based Communication Srvices TBCS Segment

AMACs TBCS segment offers value added customizable call center solutions that enhance the patientlprovider communication experience

As part of our business development strategy management continues to employ the most advanced telephony technology and information

systems to develop services to respond to shifting market factors that affect healthcare client needs In addition to technology critical

component for successful expansion is the Companys professionally trained call agent staff The Company allocates resources to enhance

contact agent training and staff development new communication technology and continuous quality control to support TBCSs expansion

efforts The overall infrastructure has allowed AMAC to expand its footprint of services beyond traditional telephone answering services to

provide more innovative clinically oriented call center offerings The Companys TBCS segment is comprised of three service offerings

After Hours Answering Services

AMACs after hours services are classified as essential call center services witb fully-customizable approach to communications

support Basic services in this offering include traditional after hour answer and customized message delivery options contact lists and on-call

schedule management all of which can be updated at the clients convenience using the OnCall web portal Through this portal clients can

also accessthe accounts call history specifications and messages

Concierge Services/Daytime Solutions

AMACs Concierge Services focus on the delivery of enhanced communications and help to streamline workflow within provider

organizations These solutions primarily serve hospitals and health organizations in the Northeast seeking to address staffing constraints in

variety of areas while extending first-class patient experience Services range from providing skilled contact agents to support insurance

eligibility verification programs enhancing patient self care activities through post discharge follow-up programs and providing specialized

emergency department programs with strict reach guidelines to facilitate better treatment and care Through more efficient and effective call

processing these solutions improve patient satisfaction reduce cost and increase revenue by maximizing the ratio of patients to available

resources
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Pharmaceutical Support and Clinical Trial Recruitment Services

AMACs clinical trial solutions and pharmaceutical support services are integral components of the overall growth strategy to drive revenue

enhancement and expand our visibility Under our PhoneScreen brand AIVIAC is leader in the field of patient recruitment retention and

contact center services Using centralized telephone screening of potential clinical trial study subjects PhoneScreen provides valuable data to

inform advertising and patient recruitment strategies

In 2010 AMAC commenced new relationship with third premiere phannaceutical company New project work in the fourth quarter of 2010

from this relationship contributed meaningfully to our fourth quarter results We anticipate that our pharmaceutical support programs will be

increasingly utilized to deliver enhanced patient-centric healthcare communication experiences on behalf of certain brands Based upon new

demand we are recruiting nurses health educators and other healthcare professionals that will allow us to provide additional turn-key solutions

for our clients

The Company has completed eleven acquisitions to date to facilitate growth within the TBCS division Moving forward the Company will

continue to grow this segment through internally driven sales and marketing efforts and more aggressive acquisition strategy

Operating Segments

As mentioned above for the fiscal year ended December 31 2010 HSMS accounted for 51% of the Companys revenue and TBCS accounted

for 49% of the Companys revenue The Company believes that the overall mix of cash flow generating businesses from HSMS and TBCS
combined with its emphasis on developing products and services to support demand from customers and the emerging home-based monitoring

market provides the correct blend of stability and growth opportunity As the continued trend towards effective and precise end-to-end

communication expands into new areas of health and wellness AMAC believes that it can further its growth objectives more readily by

realigning its segments Management believes that realigning its segments into more homogeneous device technology and services company

will poise the organization for greater cross offering opportunities Based on the Companys growth strategy and the complementary nature of

its operating segments management believes the Companys outlook is very positive
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Components of Stntements of Income by Operating Segment

The following table shows the components of the Statement of Income for the years ended December 31 2010 2009 and 2008

In thousands 000s Year Ended Dec 31
2010 2009 2008

HSMS 20833 51% 20582 52% 19599 51%
tS %g

TptSt nwt 4i

USMS 8227 39% 8440 41% 8588 44%

i44itif 44i$$V 41

GrâsPiŁfit

HSMS 12606 61% 142 59% 11011 56%
TBCS 9392 47% 8913 47% 8982 47%

TotalGrossProfit 21$ i4% 21055 53% 9993 52%

Selling General Adntistrative 16850 41% 16364 41% 16652 43%
Interest Expense 61 76 1% 280 1%
Equity in net loss from investment in

limited

liabilitycompany 1180 3%
Loss on Abandonment 887 2%

Other Income 29 200 1% 272 1%

Income before Income Taxes 3936 10% 4815 j3% 2446 6%

Proiçjcjj for Income Taxej 1550 V25 1007

Itttcome 2j8 2890 1439

Results of Operations

Discussion and analysis of the Companys two operating business segments HSMS and TBCS are as presented below

Year Ended December 31 2010 Compared to Year Ended December 31 2009

Revenues

HSMS

Revenues which consist primarily of monthly recurring revenues increased approximately $251000 or 1% for the year ended December 31
2010 as compared to the same period in 2009 The increase was primarily attributed to
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The Company recognized an increase in revenue of approximately $526000 in its business-to-business service primarily from its long-

term care and third party reimbursement programs as well as execution of new agreements The Company has experienced an increase

particularly in the number of subscribers utilizing the PERS units under the long-term care programs as result of the Company working

closely with these agencies on improving their business and operational efficiencies

The Company continued to realize increased revenue from its agreement with Waigreen to provide the Companys PERS product under

the Waigreen brand name directly to consumers The revenue increase from this
program

accounted for approximately $175000 in the

year ended December 31 2010 as compared to prior year
As the Company believes that greater revenue growth can be facilitated from

private
label marketing channels the Company has entered into new private label

program during 2010 and in 2011 it will continue to

pursue new opportunities in the private label channels as well as advance its existing relationships

These increases were partially offset by decrease of approximately $515000 in service revenue from managed care organizatiOn as result

of state funding being cancelled under their program While the Company has maintained number of the subscribers associated with this

program they have been maintained at lower rates

TBCS

The increase in revenues which primarily consist of monthly service revenues of approximately $994000 or 5% for the year ended

December 31 2010 as compared to 2009 was primarily due to the following

The Company experienced revenue growth within its non-traditional day-time service offerings of approximately $1432000 The

increase was pnmanly due to existing hospital organizations expanding their services with the Company as well as new agreements bemg

executed with hospital solution customers Management anticipates that growth withm this area of non traditional busmess will contmue

in 2011

The Company realized an increase in revenue within its pharmaceutical offerings of approximately $599000 as result of significant

contracts with large pharmaceutical companies being executed whereby services commenced in the third quarter of 2010 With these

newly executed awardsand additional potential awards undergoing the revenue from this area is anticipatedto increase in 2011

The Company also increased its revenue by approximately $217000 due to the acquisition of telephone answering service company in

September 2010 In 2011 the Company continues to consider acquisition opportunities that will benefit the Company
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These increases were partially offset by decrease in revenue from its traditional after-hours service of approximately $1135000 due to

customer attrition primarily as result of the general market conditions and certain service issues The Company has performed certain

restructuring and reorganizational procedures to reduce and stabilize the attrition and will continue to monitor the situation In addition the

Company was awarded one-time project from state program in the prior year whereby the Company generated approximately $119000 in

revenue which the Company did not perform in current year

Costs Related to Services and Goods Sold

HSMS

Costs related to services and goods sold decreased by approximately $213000 for the year ended December 31 2010 as compared to 2009

decrease of 3% primarily due to the following

The Company recorded decrease in depreciation expense of approximately $157000 primarily due to the Company purchasing its PERS

equipment at reduced prices through an alternative supplier as well as purchasing fewer devices in past years

decrease in telephone expense of approximately $49000 primarily as result of the Company using alternative vendors for certain

telephone services after the Company reevaluated its telephone usage

TBCS

Costs related to services increased by approximately $515000 for the year ended December 31 2010 as compared to 2009 an increase of 5%
primarily due to the following

The Company recognized net increase in payroll and related expenses of approximately $341000 This was primarily result of an

increase in payroll expense associated with non traditional day-time services and pharmaceutical offerings due to corresponding

increase in call volume and business in these areas As the Company continues to experience growth in these areas the personnel

requirements will continue to be closely monitored to perform these services effectively The Company also incurred increased payroll

with respect to account programming These increases were partially offset by decrease in payroll expense
associated with the

traditional after-hours services In addition the Company incurred approximately $79000 of payroll and related expenses for operators of

the telephone answering service company acquired in September 2010

The Company incurred costs of approximately $137000 in developing certain project specific reports for new pharmaceutical support

services customer The project commenced in the third quarter of 2010
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These increases were partially offset by decrease in rent expense
of approximately $58000 as result of the TBCS division allocating

portion of its rent expense to the HSMS division During the last quarter of 2009 the Company relocated certain HSMS employees to the

floor within the rented space of TBCS The space previously occupied by the HSMS employees was sublet to an independent third party

Selling General and Administrative Expenses

Selling general and administrative expenses increased by approximately $486000 for the year ended December31 2010 as compared to 2009

increase of 3% primarily attributable to the following

The Company recorded an increase in advertising expense of approximately $818000 This was primarily result of the Company

commencing an advertising campaign for its MedSmart medication medical system and its PERS device under the Walgreen brand

name Television commercials started airing during the second half of 2010 The Company anticipates thatthe advertising campaign will

continue in 2011

The Company realized an increase in sales and marketing payroll of approximately $623000 due to the Company expanding its sales and

marketing team during 2010 in an effort to facilitate sales growth for both TBCS and HSMS segments

These increases were partially offset by the decreases in the following

The Company incurred approximately $349000 less in consulting expense net of approximately $57000 of fees related to acquiring

telephotie answering service company primarily due to the Company utilizing its expanded in-house sales and marketing team in greater

extent in 2010 and thereby reducing the need for outside consultants

The Company incurred less research and development expenses by approximately $189000 primarily due to MedSmart medication

medical system being completed in late 2009 and commercialized in 2010

The Company recorded less stock and cash performance incentives by approximately $223000 Certain executives employment

agreements include provisions which call for cash and stock performance incentives to be earned based on corresponding levels of annual

Earnings before Interest and Taxes EBIT thresholds being met Based on the Corn panys 2010 EBIT less incentives were earned by

these executives

The Company incurred less amortization expense by approximately $177000 due to certain intangible assets being fully amortized
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Interest Expense

Interest expense for the year ended December 31 2010 and 2009 was approximately $61000 and $76000 respectively The decrease of

$15000 was primarily due to the Companys loan balance in early 2010 being less than the same period in prior year as result of the

Company continuing to pay down its term loan The Company obtained an additional loan in May 2010 for partial funding of an investment

in limited liability company The interest rate for this term loan is the same as the previous term loans secured by the Company

Equity in Net Loss from Investment in Limited Liability Company

Equity in net loss from investment in limited liability company for the
year

ended December 31 201 of approximately $1180000 was related

to the Companys investment in Lifecomm in May 2010 This equity loss represents the Companys share of the Lifecomms loss which

consists of research and development cost as well as other selling general and administrative expenses incurred for the development of the next

generation mobile PERS This equity loss which is not related to the Companys current business operations is expected to increase in201

until the next generation mobile PERS is completed and commercialized which is anticipated to be in late 2011

Other Income

Other income for the
year

ended December 31 2010 and 2009 was approximately $29 and $200000 respectively Other income for the

year ended December 31 2010 consists of various miscellaneous items Other income for the year ended December 31 2009 included

training incentive received from the State of New Mexico for hiring and training employees within the State and an economic development

incentive through the City of Clçvis aggregatmg approximately $88000 These incentives were result of the Company openmg network

operating call center in New Mexico and hiring employees to serve as operators In addition other income for the year ended December 31

2009 included an insurance reimbursement due to fire incurred at one of the telephone answering centers

Income Before Provision for Income Taxes

The Companys income before provision forincome taxesfor the year ended December 31 2010 was approximately $3936000 as compared

to $4815000 for the year ended December 31 2009 The decrease of $879000 was primanly the result of the Company recordmg equity in

net loss from investment in limited liability company an mcrease in costs related to services and product sales an increase in selling general

and administrative costs and decrease in other income which were partially offset by an increase in the Companys revenue
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Year Ended December 31 2009 Compared to Year Ended December 31 2008

Revenues

HSMS

Revenues which consist primarily of monthly rental revenues increased approximately $983000 or 5% for the year ended December 31

2009 as compared to the same period in 2008 The increase was primarily attributed to

The Company increased revenue from its arrangement with Walgreen to provide the Companys PERS product under the Waigreen brand

name directly to the consumer The revenue increase from this program accounted for approximately $320000 During 2009 the

Company entered into another similar private label program with Apria Healthcare and continues to pursue other opportunities within this

area as the Company believes private label marketing channels will help to facilitate greater revenue growth

The Company also recognized an increase in its PERS service revenue of approximately $741000 through the execution of new

agreements and growth within its existing PERS subscnber base Tins growth was pnmanly facilitated through additional and mcreased

third party reimbursement and long-term care programs The Company anticipates that its subscriber base and corresponding revenue will

continue to grow through its continued sales and marketing efforts and strategies However with respect to an agreement with west coast

managed care organization the Company anticipates this growth will be partially offset by decrease in revenue of approximately

$300000 to $500000 in 2010 from 2009 levels This decrease was result of the termination of funding received by this managed care

organization from the State of California nevertheless the Company expects it will be able to maintain many of the existing subscnbers

but at reduced monthly rate

In 2009 the Company expenenced growth in its subscnber base with respect to its telehealth offenng which resulted in an increase in

revenue of approximately $117000 as compared to 2008

These increases were partially offset by decrease in product sales of approximately $336000 As result of the housing and credit crisis

encountered during the current year
the Company recognized decrease in sales of approximately $416000 of its enhanced senior living

products This decrease in product sales was partially offset by approximately $142000 of sales generated from the MedSmart medication and

management systems which was commercialized during 2009

TBCS

The decrease in revenues of approximately $107000 or 1% for the year ended December 31 2009 as compared to 2008 was primarily due to

the following

The Company experienced decrease in traditional after hours service revenue of approximately $478000 primarily due to customer

attrition Approximately $356000 of this decrease is from one of its call center locations as result of certain account realignments which

took place as part of the Companys overall consolidation process The Company has since modified its action plan and has stabilized the

client base at this location and does not anticipate any further attrition
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The Company also realized decrease in revenue within its clinical trial recruitment service of approximately $267000 as result of

certain customers reducing their spending in this area during 2009 The Company has executed agreements with new customers for work

to be performed in the second half of 2010 and believes this will facilitate improved results within this business component

These decreases were partially offset by revenue growth within its non-traditional day-time service offering of approximately $632000 The

increase was primarily due to hospital organization customer expanding their services with us Further expansion by this and other hospital

organizations is anticipated to continue into 2010

Costs Related to Services and Goods Sold

HSMS

Costs related to services and goodssold decreased by approximately $148000 for the year ended December 31 2009 as compared to the same

period in 2008 decrease of 2% primarily due to the following

The Company realized decrease in depreciation expense of approximately $123000 as result of the Company obtaining an alternative

supplier to purchase its PERS equipment at reduced pnces

decrease cost of goods sold of approximately $117000 was pnmanly due to corresponding reduction of sales of enhanced senior

living products This decrease in cost of products sold was partially offset by an mcrease in cost of products sold related to MedSmart

medication and management systems which was commercialized during 2009

These decreases in costs were partially offset by increased payroll and related costs of approximately $66000 which was primarily due to the

mcrease in service and call volume As the Companys subscnber base continues to increase the Company has experienced correspondmg

increase in demand of emergency response center and customer service personnel to handle the increased call volume

TBCS

Costs related to services decreased by approximately $38000 for the year ended December 31 2009 as compared to the same period in 2008

decrease of less than 1% primarily due to the following
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The Company recognized the operational and financial benefits of its effort in consolidating its call center infrastructure which was

substantially completed during 2008 The Company was able to reduce its labor cost relating to traditional and clinical trial recruitment

services telephone and related expenses as well as rent expense by approximately $440000 in 2009 as compared to 2008

The Company realized less depreciation expense
of approximately $62000 primarily due to certain assets related to the build-out of one

of the call centers being fully depreciated at December 31 2008

These decreases were partially offset by an increase of approximately $464000 in payroll and related costs for its non-traditional day-time

service offering as result of revenue growth related to this service offering As the Company continues to grow in this area we will closely

monitor the personnel requirements to perform these services effectively

Selling General and Administrative Expenses

Selling general and administrative expenses decreased by approximately $288000 for the year
ended December 31 2009 as compared to the

same period in 2008 decrease of 2% The decrease was primarily attributable to the following

The Company incurred approximately $565000 less internet and television advertising expenses as result of managements decision to

reduce expenditures and evaluate the efficiency of the advertising programs The Company continues to evaluate the cost and benefit of

the advertising programs The Company does plan to expand its advertising efforts in 2010 especially as it relates to its MedSmart

medication and management system

The Company recorded approximately $177000 of less amortization expense primarily as result of certain intangible assets associated

with the previous acquisitions of telephone based answering services being fully amortized during 2009 and 2008

These decreases were partially offset by the increases in the following

The Company incurred approximately $363000 in additional consulting expense
This increase was primarily due to the Company

utilizing outside consultants to assist the Company in expanding its sales efforts promoting its MedSmart medication and management

system and upgrading its websites

The Company recorded an increase of approximately $140000 in stock compensation in 2009 as compared to 2008 As part of certain

officers compensation they are eligible to receive stock compensation if certain performance thresholds are met In 2009 these

thresholds were met and resulted in awarding stock compensation and in 2008 these thresholds were not met and no such stock

compensation was awarded
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There were other decreases in selling general and administrative expenses which arose out of the normal course of business such as utility

expense and legal expense which were partially offset by an increase in administrative payroll and depreciation expense

Interest Expense

Interest expense for the year ended December 31 2009 and 2008 was approximately $76000 and $280000 respectively The decrease of

$204000 was primarily due to the Company continuing to pay down its term loan as well as reduction in the interest rate

Loss on Abandonment

Loss on abandonment of approximately $887000 in 2008 represented one-time write-off of assets encompassing prepaid licensing fees and

associated products relating to technology licensing development distribution and marketing agreement with technology entity for the

engineering and production of certain advanced telehealth products The technology provider on this initiative who experienced funding

shortfall filed for bankruptcy protection and was not be able to complete the project

Other Income

Other income for the year ended December 31 2009 and 2008 was approximately $200000 and $272000 respectively Other income for the

year ended December 31 2009 and 2008 included training incentive received from the State of New Mexico for hiring and training

employees within the State and an economic development incentive through the City of Clovis aggregating approximately $88000 and

$298000 respectively These incentives were result of the Company opening network operating call center in New Mexico and hiring

employees to serve as operators The incentives in 2008 were partially offset by an adjustment to the Relocation and Employment Assistance

Program credit due from New York City in the amount of $73000 In addition other income for the year ended December31 2009 included

an insurance reimbursement of approximately $45000 as result of fire damage incurred at one of its call center locations

Income Before Provision for Income Taxes

The Companys income before provision for income taxes for the year ended December 31 2009 was approximately $4815000 as compared

to $2446000 for the same period in 2008 The increase of $2369000 for the
year

ended December 31 2009 primarily resulted from an

increase in the Companys revenue and decrease in costs related to services and product sales selling general and administrative costs and

interest expense
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Liquidity and Capital Resources

The Company had credit facility arrangement for $4500000 which included revolving credit line which permitted borrowings of

$1500000 based on eligible receivables as defined and $3000000 term loan payable The term loan was payable in equal monthly

principal installments of $50000 over five years commencing January 2006 This term loan was paid in full during the second quarter of

2010 without any prepayment charge

During 2006 the credit facility was amended whereby the Company obtained $2500000 and $1600000 term loan the proceeds of which

were utilized to finance the acquisitions of MD OnCall and American Mediconnect Inc These term loans are payableover five years in equal

monthly principal installments of $41666.67 and $26666.67 respectively Additionally certain of the covenants were amended The

$2500000 term loan was paid in full during the second quarter of 2010 without any prepayment charge

In December 2006 the credit facility was amended to reduce the interest rates charged by the bank such that borrowings under the term loan

will bear interest at either LIBOR plus 2.00% or the prime rate or the federal funds effective rate plus 0.5% whichever is greater and

the revolving credit line bears interest at either LIBOR plus 1.75% or the prime rate or the federal funds effective rate plus 0.5%

whichever is greater The LIBOR interest rate charge shall be adjusted in 025% mtervals based on the Companys ratio of Consolidated

Funded Debt to Consolidated EBITDA In the third quarter of 2007 the mterest rate was reduced by 25% based on this ratio The Company

has the option to choose between the two interest rate options under the amended term loan and revolving credit line Borrowings under the

credit facility are collateralized by substantially all of the assets of the Company

On April 30 2007 the Company amended its credit facility whereby the amount of credit available under the revolving credit line was

increased to $2500000 In June 2010 the term of the revolving credit line was extended through June 2013

On May 12 2010 the Companys credit facility was amended whereby the Company obtained an additional $2000000 in the form of term

loan the proceeds of which were utilized to partially finance its investment in Lifecomm relating to the development of the mobile PERS

system This term loan is payable over five years in equal monthly principal installments of $33333.33 commencing June 2010 The

interest rate is the same as the previous term loans secured by the Company

Ttie outstanding balance on the term loans and revolving credit line at December 31 2010 was $2060000 and $750000 respectively Asof

December 31 2010 and 2009 the Company was in compliance with the fmancial covenants in its loan agreement
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The following table is summary of the Companys contractual obligations as of December 31 2010

Payments Due by Period

Less than More than

Contractual Obligations
Total

year
1-3

years
4-5 years years

5O0
Debt 2060000 660000 800000 600000

Purchase Commitments 548560 548560

Acquisition related Commitment 178107 105807 72300

TCuiMgas 114d 1J81

Debt includes the Companys aggregate outstanding term loans which mature in 2011 and 2015

Operating leases include rental of facilities at various locations within the United States These leases include the rental of the

Companys call centers warehouse and office facilities with various expiration dates The Company currently leases office

space from the Chairman and principal shareholder pursuant to lease This lease expires in December 2012 The Company

also leases office space from certain telephone answering service
managers

with expirations through March 2015

Purchase commitments primarily relate to orders for the Companys traditional PERS system and MedSmart medication

medical system

Interest expense relates to interest on the Companys revolving credit line and debt at the Companys current rate of interest

Acquisition related commitment represents estimated payments due based on collections of trade receivables relating to the

acquisition of Alpha Message Center Inc in September 2010

The primary sources of liquidity are cash flows from operating activities Net cash provided by operating activities was approximately $6.3

and $6.9 million for the year ended December 31 2010 and 2009 respectively During 2010 increases in cash provided by operating activities

were primarily from net earnings of approximately $2.4 million depreciation and amortization of approximately $3.8 million and equity in net

loss from investment in limited liability company of approximately $1.2 million which were partially offset by an increase in account

receivables of approximately $1.4 million The components of depreciation and amortization primarily relate to the purchases of the

Companys traditional PERS product and the customer lists which are associated with the acquisition of telephone answering service

businesses The net loss from investment in limited liability company represents the Companys equity share of Lifecomms loss which

consists of research and development cost as well as other selling general and administrative expenses incurred for the development of the next

generation mobile PERS The increase in accounts receivable was primarily result of increased earnings from certain hospital programs and

pharmaceutical companies which have longer payment terms increased earnings from pharmaceutical companies and certain PERS customers

in the fourth quarter of 2010 as well as the acquisition of telephone answering service company during 2010 During 2009 increases in cash

provided by operating activities were primarily from net earnings of approximately $2.9 million depreciation and amortization of

approximately $4.1 million stock compensation of $0.4 million which were partially offset by an increase in inventory of approximately $0.6

million and accounts receivable of $0.5 million
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Net cash used in investing activities for the year ended December 31 2010 was approximately $6.1 million as compared to $1.6 million in

2009 The primary components of net cash used in investing activities in 2010 were $4.2 million investment in limited liability company for

the development of the next generation mobile PERS capital expenditures of approximately $1.3 million primarily for the continued

production and purchase of the traditional PERS system and $0.6 million for the acquisition of telephone answering service company The

primary component of net cash used in investing activities in 2009 was capital expenditure of approximately $1 million net of deposit on

equipment transferred to fixed assets primarily for the continued production and purchase of the traditional PERS system

Net cash used in financing activities for the year ended December 31 2010 were $1.6 million as compared to $2.3 million for the year ended

December 31 2009 The primary components of cash flow used in financing activities in 2010 were the payment of long-term debt of

approximately $1.7 million and the payment of two special dividends which were declared on December 16 2009 and
July 19 2010

aggregating approximately $1 million The cash flow used in these
financing activities was partially offset by the proceeds from long-term

debt of $2 million which was obtained for the
purpose

of partially fundmg the mvestment in limited liability company The
primary

component of cash flow used in financing activities in 2009 was payment of long term debt of approximately $2

During the next twelve months the Company anticipates it will make capital expenditures of approximately $1 $2 million for the

production and purchase of the traditional PERS systems telehealth systems Mobile PERS as well as enhancements to its computer operating

systems This amount is subject to fluctuations primarily based on customer demand The Company anticipates incurring approximately $0.1

$0 million of costs primarily relating to research and development of its telehealth products The Company also plans to mcur approximately

$1 $1 million of advertising expense for promotional campaigns related to its PERS and MedSmart medication medical system

As of December 31 2010 the Company had approximately $4.1 million in cash and the Companys working capital was approximately $10.0

million The Company believes that with its present cash position and with operations of the business generating positive cash flow the

Company will be able to meet its cash flow needs for working capital and capital expenditures for at least the next 12 months The Company
also has revolving credit line which

expires in June 2013 that permits borrowings up to $2 million of which approximately $750 000 was

outstanding at December 31 2010 The Company is also considering acquisition initiatives which may require additional cash outlay
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Off-Balance Sheet Arrangements

As of December 31 2010 the Company has not entered into any off-balance sheet arrangements that have or are reasonably likely to have

current or future effect on the Companys financial condition changes in financial condition revenues or expenses results of operations

liquidity capital expenditures or capital resources that is material to investors

Other Factors

Lease Commitments

On January 14 2002 the Company entered into an operating lease agreement for space in Long Island City New York in order to consolidate

its HCI TBCS and PERS Emergency Response Center ERCI Customer Service facilities The centralization of the ERC Customer Service

and H-LiNK OnCall operations has provided certain operating efficiencies and allowed for continued growth of the H-LINK and PERS

divisions The fifteen 15 year lease term commenced in April 2003 The lease calls for minimum annual rent of $307900 subject to 3%

annual increase plus reimbursement for real estate taxes

During 2005 the Company entered into two operating lease agreements for additional space at its Long Island City New York location iii

order to consolidate its warehouse and distribution center and accounting department into this location The leases which commenced in

January 2006 and expire in March 2018 call for minimum annual rent of $220000 and $122000 respectively and are subject to increases in

accordance with the term of the agreements The Company is also responsible for the reimbursement of real estate taxes

In September 2009 the Company sublet portion of its space under its operating lease which was entered into in 2005 The space
is being

sublet to an independent third party and calls for minimum annual rent of $125000 and is subject to annual increases in accordance with the

terms of the agreement The sublease expires in March 2018

During 2010 the Company entered into an operating lease agreement for additional space at its Long Island City New York location in order

to provide space for the operation of its non traditional day-time services The lease which commenced in January 2011 and expires in

December 2015 calls for minimum annual rent of $65000 and is subject to increases in accordance with the term of the agreement The

Company is also responsible for the reimbursement of real estate taxes
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Loss on Abandonment

During 2008 the Company recorded loss on abandonment of approximately $887000 which represented the write-off of assets

encompassing prepaid licensing fees and associated products paid or acquired in connection with technology provider obtaining and

completing certain new remote telehealth monitoring products and services The technology provider on this initiative experienced funding

shortfall and filed for bankruptcy protection and was not be able to complete the project Although the Company has abandoned the product

development which was underway with this provider the Company continues its efforts within the telehealth sector The Company believes

the telehealth market will continue to provide opportunities for AMACs expansion as full source provider of remote patient monitoring

technologies and first line support services In 2010 AMAC completed most of research and development of the new low-cost telehealth

solution that combines vital sign reporting and personalized questions about the patients health As significant progress has been made in

developing the new telehealth platform AMAC anticipates moving towards the release of this new device in 2011

Investment in limited liability company

On May 12 2010 the Company entered into limited liability company agreement with Hughes Telematics Inc and Qualcomm Incorporated

to design develop finance and operate mobile PERS system The Company invested $4000000 and incurred approximately $150000 in

professional fees to acquire minonty interest in the new company Lifecomm LLC Lifecomm As part of this transaction the Company

borrowed $2000000 from its bank to partially finance this transaction In addition pursuant to the limited liability company agreement the

Company has agreed to fund its share $200000 of stand-by equity commitment for Lifecomms benefit if required The Company

exposure to loss is limited to the recorded equity investment balance of $2970210 and its share $200000 of stand by equity commitment if

required

Lifecomm is development stage company and generated net loss of approximately $3600000 dunng the period from May 12 2010

inception to December 31 2010 Lifecomm will continue to generate losses as long as it is in the development stage Lifecomm needs to

complete the development of certain operating systems before beginning commercial operations and generating revenue There is no assurance

that Lifecomm will complete in cost effective or timely manner the development of the operating systems to specifications that will allow it

to successfully generate revenue The management of Lifecomm believes that its cash cash equivalents and short term investments its

$2000000 stand-by capital commitment from its Members and the projected cash flows expected to be generated by its service offerings will

allow its operations to continue beyond the next twelve months

In accordance with the limited liability company agreement profits are generally allocated to members in the amount of and in proportion to

their ownership of the outstanding membership units Losses are generally allocated to members in the amount of and in proportion to their

unreturned capital contributions which for the purposes of determining the allocation of losses is defined as the aggregate of cash

contributions ii the fair value of other contributed assets and iii the value of in-kind services contributed by the members through the date of

determination less iv the fair value of any assets distributed to the members provided however that
any

losses generated through May 12

2012 will be generally allocated to the members first in the amount of and in proportion to the unretumed capital contributions attributable to

only the cash contributions and the value of in-kind services contributed by the members through the date of determination and then in the

amount of and in proportion to the unreturned capital contributions attributable to the fair value of other contributed assets
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The Company recorded loss of $1180126 for its share of losses from the equity investment in Lifecomm from May 12 2010 inception to

December 31 2010 The equity loss primarily relates to research and development costs as well as other selling general and administrative

expenses
incurred for the development of the next generation mobile PERS As the development continues to progress

the Company expects

that its share of equity loss will increase in 2011 until the next generation mobile PERS is completed and commercialized which is anticipated

to be in late 2011

Hughes Telematics Inc HTI parent of Lifecomm and the party who has controlling financial interest in Lifecomm has determined that

Lifecomni is variable interest entity and that HTI is the primary beneficiary If HTI is are unable to provide the financial and operating

support that it is obligated to under the Agreement Lifecomm and the successful development of the next generation mobile PERS

would likely be negatively impacted To date HTI has incurred recurring losses and has net capital deficiency

In connection with the formation of Lifecomm the Company entered into Value Added Reseller Agreement VAR Agreement with

Lifecomm Under the VAR Agreement the Company will be reseller of the Mobile PERS Solution in the United States as well as

preferred provider of the emergency assistance call center EACC component of the Mobile PERS Solution provided by Lifecomm to

customers The Company will be the sole provider of the EACC to the customers to whom it resells the Mobile PERS Solution The term of

the VAR Agreement is perpetual subject to termination as set forth therein The VAR Agreement contains standard indemnification

provisions for agreements of this nature

See risk factor under Item 1A above entitled We have invested $4 million in Lifecomm limited liability company formed for the purpose of

developing mobile PERS solition The failure of Lifecomm to successfully develop the mobile PERS solution at all or in timely and cost

effective manner or the unwillingness of customers to accept it could adversely affect the value of this investment In addition we entered into

this investment in part to secure an adaptive technology due to technological changes in the PERS market and there is no assurance that this

decision will result in this goal being achieved
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AcQuisition

On September 29 2010 the Company acquired substantially all of the assets of Alpha Message Center Inc Alpha New Jersey based

company that provides telephone after-hours answering and pager services The purchase price of this acquisition consisted of an initial cash

payment of $577977 and an accrual of $200000 which represents the estimated fair value of the contingent consideration expected to be paid

over the next two years The contingent consideration is based on the acquisition agreement that calls for the Company to pay the former

owner of Alpha fourteen percent 14% of the cash expected to be collected by the Company excluding sales taxes from certain revenue

generated by Alpha over the next two years The Company estimated the future contingent consideration expected to be paid based upon

Alphas historic revenue data The Company also incurred fmder and professional fees of approximately $57000 which are included in

selling general and adniiiistrative expenses The results of operations of Alpha are included in the Telephone Based Communications

Services segment as of the date of acquisition

Proj ected Versus Actual Results

The Companys revenues for the year ended December 31 2010 of $40770869 met the Companys revenue projection of approximately

$40500000 The Companys net income of $3100906 excluding net-of-tax equity loss of $715340 for the year ended December 31 2010

exceeded the projected net income ranging from $2850000 to $3000000 which was based on the exclusion of the equity loss The equity

loss represents the Companys share of expenses in limited liability company for the development of the next generation mobile PERS The

Companys net income exceeded the projected net income due to its ability to operate at higheroperating margins than anticipated

Recent Accounting Pronouncements

In December 2010 the FASB issued Update 2010-29 Disclosure of Supplementary Pro Forma Information for Business Combinations The

amendments in Update 20 10-29 specify that if public entity presents comparative financial statements the entity should disclose revenue and

earnings of the combined entity as though the business combination that occurred during the current year had occurred as of the beginning of

the comparable prior annual reporting period only Update 2010-29 also expands the supplemental pro
forma disclosures to include

description of the nature and amount of material nonrecurring pro
forma adjustments directly attributed to the business combination included

in the pro forma financial data The Company is required to adopt all the provisions of Update 20 10-29 for
any business combinations for

which the acquisition date is on or after January 2011 The impact of the provisions of this guidance on our consolidated fmancial statements

depends upon the nature terms and size of the acquisitions we consummate in the future
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In December 2010 the FASB issued Update 2010-28 Intangibles --Goodwill and Other Topic 350 Update 2010-28 modifies the first step

of the goodwill impairment test to include reporting units with zero or negative carrying amounts For these reporting units the second step of

the goodwill impairment test shall be performed to measure the amount of impairment loss if any when it is more likely than not that

goodwill impairment exists Update 2010-28 is effective for fiscal years and interim periods beginning after December 15 2010 The Company

does not believe this guidance will have material impact on the consolidated fmancial statements

Critical Accounting Policies

In preparing the financial statements contained herein the Company makes estimates assumptions and judgments that can have significant

impact on our revenue operating income and net income as well as on the reported amounts of certain assets and liabilities on the balance

sheet The Company believes that the estimates assumptions and judgments involved in the accounting policies described below have the

greatest potential impact on its financial statements due to the materiality of the accounts involved and therefore considers these to be its

critical accounting policies Estimates in each of these areas are based on historical experience and variety of assumptions that the Company

believes are appropriate Actual results may differ from these estimates

Reserves for Uncollectible Accounts Receivable

The Company makes ongoing assumptions relating to the collectability of its accounts receivable The accounts receivable amount on

the balance sheet includes reserve for accounts that might not be paid In determining the amount of the reserve the Company

considers its historical level of credit losses The Company also makes judgments about the creditworthiness of significant customers

based on ongoing credit evaluations and it assesses current economic trends that might impact the level of credit losses in the future

The Company recorded reserves for uncollectible accounts receivables of $452000 as of December 31 2010 which is equal to

approximately 5% of total accounts receivable While the Company believes that the current reserves are adequate to cover potential

credit losses it cannot predict future changes in the financial stability of its customers and the Company cannot guarantee that its

reserves will continue to be adequate For each 1% that actual credit losses exceed the reserves established there would be an

increase in general and administrative expenses and reduction in reported net income of approximately $79000 Conversely for

each 1% that actual crçdit losses are less than the reserve this would decrease the Companys general and administrative expenses and

increase the reported net income by approximately $7900Q
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Fixed Assets

Fixed assets are stated at cost Depreciation for financial reporting purposes is being provided by the straight-line method over the

estimated useful lives of the related assets The valuation and classification of these assets and the assignment of useful depreciable

lives involves significant judgments and the use of estimates Fixed assets are reviewed for impairment whenever events or changes

in circumstances indicate that the carrying amount of an asset may not be recoverable Historically impairment losses have not been

required Any change in the assumption of estimated useful lives could either result in decrease or increase the Companys financial

results decrease in estimated useful life would reduce the Companys net income and an increase in estimated useful life would

increase the Companys net income If the estimated useful lives of the PERS medical device were decreased by one year the cost of

goods related to services would increase and net income would decrease by approximately $150000 Conversely if the estimated

useful lives of the PERS medical device were increased by one year the cost of goods related to services would decrease and net

income would increase by approximately $110000

Valuation of Goodwill

Goodwill and indefinite life intangible assets are subject to annual impairment tests To date the Company has not been required to

recognize an impairment of goodwill The Company tests goodwill for impairment annually or more frequently when events or

circumstances occur indicating goodwill might be impaired This process involves estimating fair value using discounted cash flow

analyses Considerable management judgment is
necessary to estimate discounted future cash flows Assumptions used for these

estimated cash flows were based on combination of historical results and current internal forecasts The Company cannot predict

certain events that could adversely affect the reported value of goodwill which totaled $10752352 at December 31 2010 and

$10255983 at December 31 2009 If the Company were to experience significant adverse impact on goodwill it would negatively

impact the Companys net income

Accounting for Stock-Based Compensation

Stock based compensation is recorded in accordance with ASC Topic 718 Compensation Stock Compensation which requires the

measurement and recognition of compensation expense for all share-based payments to employees including grants of stock and

employee stock options based on estimated fair values

Stock-based compensation expense recognized during the period is based on the value of the portion of share-based payment awards

that is ultimately expected to vest during the period The Company recorded pre-tax stock-based compensation expense
which was

included in selling general and administrative expense in its consolidated financial statements of approximately $247000 and

$416000 for the year ended December 31 2010 and 2009 respectively
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The determination of fair value of share-based payment awards to employees and directors on the date of grant using the Black

Scholes model is affected by the Companys stock price as well as assumptions regarding number of highly complex and subjective

variables These variables include butare not limited to the expected stock price volatility over the term of the awards and actual and

projected employee stock option exercise behaviors

Item 7A Quantitative and Qualitative Disclosure About Market Risk

Market Risk Disclosure

The Company does not hold market risk-sensitive instruments entered into for trading purposes nor does it hold market risk sensitive

instruments entered into for other than trading purposes All sales operating items and balance sheet data are denominated in U.S dollars

therefore the Company has no significant foreign currency exchange rate risk

In the ordinary course of its business the Company enters into commitments to purchase raw materials and finished goods over period of

time generally six months to one year at contracted prices At December 31 2010 these future commitments were not at prices in excess of

current market or in quantities in excess of normal requirements The Company does not utilize derivative contracts either to hedge existing

risks or for speculativepurposes

Interest Rate Risk

We are exposed to market nsk from changes in mterest rates primarily through our financmg activities Interest on our outstanding balances on

our term loan and revolving credit line under our credit facility accrues at rate of LIBOR plus 1.75% and LIBOR plus 1.50%

respectively Our ability to cany out our business plan to finance future working capital requirements and acquisitions of TBCS business may
be impacted if the cost of carrying debt fluctuates to the point where it becomes burden on our resources

Item FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The fmancial statements and supplementary data required hereby are located on pages through 30 as part of this annual report on Form

10-K The fmancial statements of Lifecomm LLC in relationship with the Companys investment in limited liability Company as described in

the Companys financial statements are located on pages F-31 through F-40 as part of this annual report on Form 10-K

Item CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None



ITEM 9A CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

The Companys management including the Companys principal executive officer and principal financial officer have evaluated the

effectiveness of the Companys disclosure controls and procedures as such term is defmed in Rule 13a-15e promulgated under the

Securities Exchange Act of 1934 as amended the Exchange Act Based upon their evaluation the principal executive officer and principal

financial officer concluded that as of the end of the period covered by this report the Companys disclosure controls and procedures were

effective for the purpose of ensuring that the information required to be disclosed in the reports that the Company files or submits under the

Exchange Act with the Securities and Exchange Commission the SEC is recorded processed summarized and reported within the time

periods specified in the SEC rules and forms and is accumulated and communicated to the Companys management including its principal

executive and principal fmancial offers as appropriate to allow timely decisions regarding required disclosure

Internal Controls Over Financial Reporting

The management of the Company is responsible for establishing and maintaining adequate internal control over financial reporting The

internal control process has been designed under our supervision to provide reasonable assurance regarding the reliability of fmancial reporting

and the preparation of the Companys fmancial statements for external reporting purposes
in accordance with accounting principles generally

accepted in the United States of America

Management conducted an assessment of the effectiveness of the Companys internal control over fmancial reporting as of December31 2010

utilizing the framework established in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the

Treadway Commission COSO Based on this assessment management has determined that the Companys internal control over fmancial

reporting as of December 31 2010 is effective

Our internal control over fmancial reporting includes policies and procedures that pertain to the maintenance of records that accurately and

fairly reflect in reasonable details transactions and dispositions of assets and provide reasonable assurances that transactions are recorded

as necessary to permit preparation of financial statements accordance with accountmg pnnciples generally accepted the United States

receipts and expenditures are being made only in accordance with authorizations of management and the directors of the Company and

unauthonzed acquisitions use or disposition of the Company assets that could have matenal effect on the Company fmancial statements

are prevented or timely detected

All internal control systems no matter how well designed have inherent limitations Therefore even those systems determined to be effective

can provide only reasonable assurance with respect to financial statement preparations and presentations Also projections of any evaluation

of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in conditions or that the

degree of compliance with the policies or procedures may deteriorate
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Changes to Internal Control Over Financial Reporting

There were no changes in the Companys internal control over financial reporting during the three months ended December 31 2010 that have

materially affected or are reasonably likely to materially affect the Companys internal control over financial reporting

ITEM 9B OTHER iNFORMATION

Item 1.01 Entry into Material Definitive Agreement

On March 29 2011 the Company entered into separate indemnification agreements each an Indemnification Agreement with each of its

directors and executive officers namely Howard Siegel Jack Rhian Frederic Siegel Ronald Levin Yacov Shamash John S.T

Gallagher Gregory Fortunoff Richard Rallo and Randi Baldwin The Companys board of directors approved such indemnification

agreements on March 29 2011

The Indemnification Agreements provide the indemnitees with among other things indemnification against certain liabilities under defined

circumstances relating to their services as directors and officers of the Company under certain circumstances to the fullest extent permitted by

law and whether or not such liabilities are incurred as result of claim by the Company or any other party including any governmental

entity The Companys indemnification obligations are subject to certain threshold standards of conduct by the indemnitees mandated by law

as described in more detail in Item 5.03 below Each indemnification agreement provides .for the advancement or payment of expenses to

the indemnitee and ii for reimbursement of such expenses to the Company if it is found that such indemnitee is not entitled to such

indemnification under applicable law

The foregoing description of the Indemnification Agreemetits is qualified in its entirety by references to the text of the form of Indemnification

Agreement copy of which is filed herewith as Exhibit 10a and is incorporated herein by this reference

Item 5.03 Amendments to Articles of Incorporation or Bylaws Change in Fiscal Year

On March 29 2011 the Companys Board of Directors approved an amendment to the Companys Amended and Restated By-Laws

collectively the By-Law Amendment effective immediately providing broader latitude to the Company to enter into indemnification

agreements with its directors and officers subject to threshold standards of behavior mandated by law The By-Law Amendment provides that

the Company must indemnify and advance the expenses of each such person to the full extent permitted bythe New York Business Corporation

law The By-Law Amendment further provides that the remedies provided by the New York Business Corporation law arenot exclusive and

that the Company may further expand its obligations to indemnify and advance expenses to its directors and officers by resolution of the

shareholders or the directors or ii as set forth in an agreement providing for such indemnification provided that no indemnification may be

made to or on behalf of any director or officer if judgment or other final adjudication adverse to the director or officer establishes that his or

her acts were committed in bad faith or were the result of active and deliberate dishonesty and were material to the cause of action so

adjudicated or that he or she personally gained in fact financial profit or other advantage to which he or she was not legally entitled

Previously the Company was required under its by-laws only to indemnify its directors and officers to the maximum extent permitted by law

The foregoing description of the By-Law Amendments is qualified in its entirety by references to the text of the Amended and Restated By
Laws copy of which is filed herewith as Exhibit 3b and is incorporated herein by this reference
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PART III

ITEM 10 Directors Executive Officers aM Corporate Goveraance

Directors aad Executive Officers

The directors and executive officers of the Company as of March 25 2011 their ages and present positions with the Company are as follows

Positioa with the Compaav

Howard Siegel 77 Chairman of the Board

Senior Advisor and Director

Jack Rhian 56 Chief Executive Officer President

and Director

Frederic Siegel 41 Executive Vice President and Director

Ronald Levin 77 Director

Yacov Shamash PhD 61 Director

Jolm S.T Gallagher
79 Director

Gregory Fortunoff 41 Director

Richard Rallo 46 Chief Financial Officer Chief Operating

Officer HSMS division and Corporate Secretary

Randi Baldwin 42 Senior Vice President Marketing and Program Development

laformation about Directors

Each of our directors is elected to the Board of Directors at our annual meeting of shareholders to serve until the next annual meeting

of shareholders and until their successors are elected and qualified or their earlier resignation or removal

Certain biographical mformation for each of our directors is set forth below Also included below is information about each director

specific experience qualifications attributes or skills that led the Board of Directors to conclude that he should serve as director of AIVIAC

HOWARD SIEGEL has been the Companys Chairman of the Board of Directors and director since June 1982 Mr Siegel

served as the Companys Chief Executive Officer from June 1982 until Dçcember 2006 From January 2007 through December 2009 Mr

Siegel served as Senior Avisor to the Company and since January 2010 Mr Siegel has served as Senior Advisor to the President and Chief

Executive Officer Mr Siegel also served as the Companys President from June 1982 through July 2004 and Chief Financial Officer from

June 1982 through September 1996 Having founded the Company in 1981 Mr Siegel brings knowledge of the Companys business

structure history and culture to the Board of Directors and the Chairman position Howard Siegel is Frederic Siegels father
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JACK RHIAJ4 has served as the Companys Chief Executive Officer since January 2007 and as the Companys President since July

2004 Mj iThian has served as director of the Company since October 2002 Prior to his appointment as President Mr Rhian served in

various senior management and executive positions of increasing responsibility begjnning in January 2000 when he joined the Company as

Chief Operating Officer Previously Mr Rhian held senior management positions in companies that deliver healthcare services Mr Rhian

holds Masters degree in Public Administration from New York University Mr Rhian has been promoted to positions of increasing

responsibility since joining the Company culminating with his appointment as Chief Executive Officer in 2007 bringing deep knowledge of

the Companys business and operations Mr Rhians experience in senior management positions at other companies in the healthcare industry

enable him to provide the Board of Directors with critical insight into organizational and operational management business
strategy and

financial matters

FREDERIC SIEGEL has been director of the Company since September 1998 and the Companys Executive Vice President

since January 2007 Prior to that Mr Siegel was the Companys Senior Vice President Business Development and prior to that beginning in

July 1998 he served as Vice President of Sales and Marketing for the Company Mr Siegel joined the Company in April 1994 and has held

various sales and marketing positions with the Company Mr Siegel also serves on the Performance Advisory Committee of Metropolitan

Jewish Health System Having been at the Company since 1994 and been promoted to positions of increasing responsibility in sales and

marketing Mr Siegel brings to the Board of Directors first hand knowledge of the marketing challenges and opportunities for the Companys

business Frederic Siegel is Howard Siegels son

RONALD LEVIN has been director of the Company since August 2001 He has also been the President of Ron Levin Associates

financial consulting firm since 1984 Since 1995 Mr Levm has been member of Eye Contact Optical LLC and since June 2008 Mr Leviæ

has also been member of Gaalexa Optics LLC each of which is Cohen Fashion Optical franchise Mr Levin served as Executive Vice

President of D.A Campbell Co an international institutional stock brokerage firm from 1964 through 1998 Mr Levins experience with

analyzing public companies both at brokerage firms and as financial consultant enable him to provide the Board of Directors with insight

with respect to financial and audit matters

YACOY SIIAMASII PH.D has been director of the Company since August 2001 Since March 1992 Dr Shamash has served

as Dean of the College of Engineermg and Applied Sciences at Stony Brook University In addition smce 2000 he has served as Vice

President for Economic Development at Stony Brook University Prior to joining Stony Brook University Dr Shamash served as the Director

of the School of Electrical Engineering and Computer Science at Washington State University He has also held faculty positions at Florida

Atlantic University the University of Pennsylvania and Tel Aviv University He received his undergraduate and graduate degrees from

Imperial College of Science and Technology in London England Dr Shamash has been member of the Board of Directors of Key Tronic

Corporation contract manufacturer in the electronic manufacturing services market since 1989 and is currently the Chairman of the

Compensation and Administration Committee and ii Applied DNA Sciences mc provider of botanical-DNA based security and

authentication solutions since March 2006 From January 2004 until March 2007 Dr Shamash served as director of NetSmart

Technologies software solutions provider to the healthcare market Having served as Dean at Stony Brook and in faculty positions at other

universities and having supervised Stony Brooks technology incubators Dr Shamash brings to the Board of Directors unique point of view

regarding organizational management and engineering research and applications vital to company competing in the health care technology

and services industry Dr Shamash also has valuable experience gained fromservingas director at other public companies
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JOHN S.T GALLAGHER has been director of the Company since May 2005 From September 2006 through early 2010 Mr
Gallagher served as the Chairman of the Board of Directors of Vanguard Health Care Management LLC provider of hospital-based medical

transport solutions Mr Gallagher served as the deputy county executive for health and human services in Nassau County New York from

2003 to 2005 Since January 2002 Mr Gallagher has served as co-chairman of the North Shore Long Island Jewish Heath System

Foundation and continues to serve in this position Prior to his appointment as co-chair Mr Gallagher served as senior executive at North

Shore University Hospital and North Shore Long Island Jewish Health System as executive vice president of North Shore from 1982 until

1992 president from 1992 until 1997 and chief executive officer of the combined hospital system from 1997 until January 2002 Mr
Gallagher currently serves as director of Perot Systems Corporation worldwide provider of information technology services position he

has held since May 2001 Mr Gallagher also serves as member of the Board of Directors of Trustees of the United Way of Long Island

position he has held since February 2009 From March 2002 until March 2007 Mr Gallagher served as director of NetSmart Technologies

software solutions provider to the healthcare market Having served in numerous senior leadership positions at prestigious hospital at

Vanguard and at local public health agency Mr Gallagher provides valuable combination of experience at the highest levels of patient care

as well as organizational managcment skills and public health policy expertise making him an integral board member of company in the

health care industry Mr Gallagher also has valuable experience gained from serving as director at other public comanies

GREGORY FORTUNOFF has been director of the Company since April 2006 Mr Fortunoff has served as Chief Executive

Officer and has managed the day-to-day operations of G-2 Trading LLC registered broker-dealer since October 2009 From May 2008

until May 2009 Mr Fortunoff was partner with First New York Securities L.L.C an equity trading firm where Mr Fortunoff was

previously employed in the same capacity from December 1993 to August 2004 Mr Fortunoff was an equity trader at the Royal Bank of

Canada from April 2006 to April 2008 and was portfolio manager at XMark Funds health care hedge fund from November 2004 to

September 2005 Mr Fortunoffs significant experience and skills in investments and trading enable him to bring to the Board of Directors

well developed financial and business acumen which benefits public company
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Non-Director-Executive Officers

The following is brief summary of the background of each non-director executive officer

RICHARD RALLO joined the Company in February 2001 as the Controller and became Chief Financial Officer in April

2003 Since January 2009 Mr Rallo has also served as the Chief Operating Officer of the Health and Safety Monitoring Systems HSMS
division of the Company Since July 2009 Mr Rallo has served as the Companys Corporate Secretary From May 1997 to February 2001

Mr Rallo served as the Chief Financial Officer of Tradewell Inc barter company From October 1994 to April 1997 Mr Rallo served as

the Controller of Connoisseur Communications Partners L.P company that owned and operated radio stations From 1986 to 1994 Mr Rallo

worked in public accounting for Touche Ross Co and Margolin Winer Evens LLP Mr Rallo is Certified Public Accountant and has

BS in accounting from the University of Denver

RANDI BALDWIN has been the Companys Senior Vice President Marketing and Program Development since January 2007 Prior

to that she was the Companys Vice President Marketing and Communications Ms Baldwin joined the Company in March 1999 as the

Director of Marketing Additionally Ms Baldwin leads the Companys telehealth operations Prior to joining the Company she held executive

level marketing and media positions at various advertising agencies in the NY metropolitan area where she drove extensive consumer and B2B

campaigns developed nationally relevant brand value propositions and implemented integrated marketing communications programs

Section 16a Beneficial Ownership Reporting Compliance

Section 16a of the Secunties Exchange Act of 1934 requires the Companys officers and directors and persons who beneficially own

more than 10% of the Companys common stock to file initial reports of ownership and reports of changes of ownership with the Securities

and Exchange Commission and furnish copies of those reports to the Company

Specific due dates for such reports have been established by the SEC and the Company is required to disclose any
failure to file

reports by such dates Based solely upon the review of the Forms and and amendments thereto furnished to the Company during its most

recent fiscal year and Forms and amendments thereto furnished to the registrant with respect to its most recent fiscal year there were no

reports for transactions that were not reported on timely basis during fiscal year 2010
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Code of Business Conduct and Ethics

Each of AMACs directors arid employees including its President and Chief Executive Officer Chief Financial Officer and its senior financial

and accounting executives are required to comply with Pits Code of Business Conduct and Ethics the Code The Code sets forth policies

covering broad range of subjects and requires strict adherence to laws and regulations applicable to AMACs business The Code is available

on 4JyIACs website at www.amac.com under the Investor Relations Corporate Governance headings AMAC will post to its website
any

amendments to the Code or waiver from its provisions for principal executive officers or directors at the same internet address
copy

of the

Code may also be obtained without charge by any person upon written request directed to the Corporate Secretary of AMAC do American

Medical Alert Corp 36-36 33rd Street Suite 103 Long Island City NY 11106

Audit Committee of the Board of Directors

Members Mr Shamash Mr Levin Mr Gallagher and Mr Fortunoff

AMAC has standing Audit Committee established in accordance with Section 3a58A under the Securities Exchange Act of 1934 as

amended the Exchange Act The Board of Directors has determined that each member of the Audit Committee is independent and

financially literate as required by the additional independence requirements for members of the Audit Committee pursuant to the applicable

NASDAQ Listing Standards and Rule OA-3 under the Exchange Act In addition the Board of Directors has also determined that Mr

Gallagher is an audit committee financial expert as defined in Item 407d5 of Regulation S-K

Procedures for Shareholder Recommendations of Director Nominees

There have been no material changes to the procedures by which shareholders may recommend nominees to our Board of Directors since

disclosure of such procedures in our proxy statement for our 2010 annual meeting of shareholders

ITEM 11 Executive Compensation

Compensation Discussion and Analysis

Overview of Compensation Policy

The Compensation Committee is responsible for reviewing and recommending to the Board of Directors compensation levels including

incentive compensation for AIvIACs executive officers including the President and Chief Executive Officer reviewing and recommending to

the Board of Directors equity-based incentive plans and attending to such other matters relating to compensation as may be prescribed by the

Board of Directors Among its principal duties the Compensation Committee ensures that the total compensation of the named executive

officers is fair reasonable and competitive For purposes herein named executive officers shall have the meaning given to such term in the

Summary Compensation Table below

Objectives and Policies of Compensation

The primary objective of the Companys compensation policy including the executive compensation policy is to help attract and retain

qualified energetic executives officers and managers who are enthusiastic about the Companys mission and products The policy is designed

to reward the achievement of specific annual and long-term strategic goals aligning executive remuneration with company growth and

shareholder value In addition the Compensation Committee strives to promote an ownership mentality among key personnel

Setting Executive Compensation

The compensation policy is designed to reward the named executives officers based on both individual and Company performance In

measuring named executive officers contribution to the Company the Compensation Committee considers numerous factors including the

named executive officers individual efforts Companys growth and financial performance as measured by revenue and earnings before

interest and taxes among other key performance indicators

Stock price performance has not been factor in determining annual compensation because the price of the Companys common stock is

subject to variety of factors outside of managements control The Company does not subscribe to an exact formula for allocating between

cash and non-cash compensation or allocating between performance based compensation and non-performance based compensation each of

which is determined on case by case basis balancing the need to offer competitive base salaries with the goal of incentivizing executives to

contribute to the Companys growth portion of total compensation for the President and Chief Executive Officer and Executive Vice

President is performance-based taking into consideration the nature of each such executives position and the opportunity to contribute to

realizing the Companys performance targets The Chief Financial Officer and the Senior Vice President Marketing and Program

Development do not currently receive performance based equity compensation
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Compensation Consultants

Regarding most compensation matters management provides recommendations to the Compensation Committee In determining

compensation for the named executive officers other than the President and Chief Executive Officer the Compensation Committee takes into

account the recommendations of the President and Chief Executive Officer and the criteria described above including the executives

performance in meeting his or her objectives The Compensation Committee has in the past engaged outside compensation consultants with

respect to executive and/or director compensation matters but did not do so during fiscal year 2010
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Elements of Companys Compensation Plan

The principal components of compensation for the Companys named executive officers are

base salary

nonperformance-based equity compensation and

performance-based equity incentive compensation

Base Salary

The Company provides named executive officers and other employees with base salaries to compensate them for services rendered during the

fiscal year
Base salary ranges for named executive officers are determined for each executive based on his or her position and responsibility

During its review of base salaries for executives the Compensation Committee primarily considers

Internal review of the executives compensation both individually and relative to other executives and

Past performance of the executive

Salary levels are typically set at the time of execution of the applicable employment agreements which have historically ranged between three

and five years in length and usually provide for graduated increase in base salary Salary levels are also evaluated upon promotion or other

change in job responsibility
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Non Performance-Based Equity Compensation

As part of executing employment agreements with its named executive officers the Company has granted stock options and restricted stock to

its named executive officers The Company has agreed to make restricted stock unit grants to its President and Chief Executive Officer and

Senior Vice President and intends to continue to make such grants to its named executive officers Restricted stock and restricted stock unit

grants vest over time generally annually subject to the condition that the executive is employed by the Company at the applicable vesting

date Holders of restricted stock generally have the right to exercise all rights of holder of Common Stock with respect to the restricted

shares including the right to vote receive stock or cash dividends but subject to forfeiture with respect to unvested shares participate in stock

splits or other recapitalizations and exchange such shares in merger consolidation or other reorganization Holders of restricted stock units

generally do not have any rights as holder of Common Stock unless and until the restricted stock units vest and are settled but they will

generally receive upon settlement the cash amount of any dividends that would have been paid on the underlying shares of Common Stock

from the grant date through the applicable vesting date These grants are made to encourage longevity of service and to provide the executives

with an ownership interest in the Company

The majority of the stock options granted previously by the Board of Directors have exercise terms anywhere from five to ten years although

since 2005 all options have been granted with five
year term The Companys 2010 Equity Incentive Plan the 2010 Equity Plan under

which all future grants will be made does not permit option exercise terms to exceed five years Stock options are awarded with exercise

prices equal to the fair market value of share of the Companys common stock as determined in accordance with the applicable plan Stock

options are generally time vested and vest in accordance with vesting schedules established by the Board Under the 2000 Stock Option Plan

the 2000 Equity Plan and 2010 Equity Plan option exercise rights cease 90 days after the termination of employment for executives and

under the 2005 Stock Incentive Plan the 2005 Equity Plan option exercise rights cease 30 days after the termination of employment for

executives Prior to the exercise of an option the holder has no rights as shareholder including voting rights with respect to the shares

subject to such option

Performance-Based Equity Incentive Compensation

The Companys equity incentive plans give the plan administrator the ability to design equity incentive compensation programs tied to the

Companys performance to promote high performance and achievement of corporate goals encourage the growth of shareholder value and

allow key employees to participate in the long-term growth and profitability of the Company Any awards granted under the 2010 Equity Plan

may be granted so as to qua1if for the performance-based compensation exemption of Section 162m As determined by the administrator in

its sole discretion either the granting vesting or payment of such performance-based awards will be based on achievement of performance

goals based on one or more performance measures as set forth in such plan

Performance based equity award levels are determined based on the Companys assessment of the named executive officers contribution to the

achievement of the Companys performance targets and vary among executives based on their positions within the Company These awards

are granted or approved at the Board of Directors regularly or specially scheduled meetings after recommendation by the Compensation

Committee
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Historically performance based equity awards to executives have been granted or determined at the time of the execution of the applicable

employment agreement The amount of shares granted has in the past been determined based on revenue and ii earnings before interest

and taxes EBIT thresholds

Following execution of new employment agreements at the end of fiscal year 2010 under which the Company has committed to providing

participation in bonus pooi to each of the President and Chief Executive Officer and Executive Vice President the Compensation Committee

is in the process of creating an executive bonus pooi to promote high performance and achievement of short-term and long-term corporate

goals encourage the growth of shareholder value and allow the participants selected by the Compensation Committee to participate in the long-

term growth and profitability of the Company Although the terms and conditions of such bonus pool have not been determined as of the date

of this filing the Board intends to set uniform performance targets for all participants as opposed to setting differing individual performance

targets and to allocate percentage of the equity incentive awards in the pooi to each participant to be earned based on achievement of the

established thresholds Compensation Committee has not yet determined whether these incentive awards will be in the form of cash equity or

combination of both It is intended that the performance targets will be tied to achievement of revenue and EBIT thresholds to be determined

by the Compensation Committee Percentage participation in the pooi with be determined based on the participants position with the

Company The Compensation Committee believes that by creating bonus pooi it will encourage participants to focus on uniform goals for

the benefit of the Company

Cancellation and Rescission of Awards for Fraud and Other Misconduct

Under the Companys 2010 Equity Plan unless the award agreement specifies otherwise the plan administrator may cancel rescind suspend

withhold or otherwise limit or restrict participants rights payments and benefits with respect to an outstanding award that has not yet been

exercised delivered or otherwise settled in the event of the termination of such participants continuous service for cause or ii in the case

of certain specified types of misconduct including fraud misappropriation of AIvIAC property including intellectual property and violation of

non-competition obligations In addition if AMAC is required to prepare an accounting restatement due to the material noncompliance of

AMAC as result of misconduct with any financial reporting requirement under the securities laws any participant who knowingly or

through gross negligence engaged in the misconduct or who knowingly or through gross negligence failed to prevent the misconduct and any

participant who is one of the individuals subject to automatic forfeiture under Section 304 of the Sarbanes-Oxley Act of 2002 will be required

to reimburse AMAC the amount of any payment in settlement of an award earned or accrued during the twelve 12 month period following the

first public issuance or filing with the SEC whichever first occurred of the applicable non-compliant financial document The administrator

may also specify in an award agreement additional events that may cause participants rights payments and benefits with respect to an award

to be subject to reduction cancellation forfeiture rescission or recoupment or which may affect any otherwise applicable vesting or

performance conditions of an award
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individual Compensation Considerations

With respect to each of the named executive officers in additional to the general considerations described above the Compensation Committee

evaluated the following criteria in determining such executives compensation structure

Jack Rhian President and Chief Executive Officer

In 2010 in connection with the Companys entry into new employment agreement with Mr Rhian which is described below in more detail

the Compensation Committee recommended that Mr Rhians pay structure should be comprised of base salary ii participation in the

executive bonus pooi to be formed as discussed above and iii non-performance based time vested equity compensation Previously

2005 when Mr Rhian was President and Chief Operating Officer the Compensation Committee recommended that Mr Rhians pay structure

should be comprised of base salary ii performance based stock compensation and iii non-performance stock compensation In light of

Mr Rhians past and future position with the Company as President and Chief Executive Officer the committee felt that since Mr Rhian

would be responsible for overseeing the Companys overall performance portion of his compensation should be based on Company

performance criteria In 2005 when recommending the specific performance criteria the Compensation Committee determined that the award

should primarily be based on both revenue and EBIT thresholds which it believes are the best indicators of the Companys overall

performance Under Mr Rhians new employment agreement the Company has committed to providing Mr Rhian with participation in the

bonus pool described above for the same reasons

in addition to provide incentive to Mr Rhian to remain with the Company the Compensation Committee also recommended compensating

Mr Rhian with non-performance restricted stock in 2005 all of which was vested at December 31 2010 and restricted stock units in 2010

which vest annually over the three year term of his employment agreement In determining the various levels of performance targets the

Compensation Committee considered the following metrics

Evaluation of past individual performance and expected future contribution

Individual level of responsibilities
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Overall past performance and desired future performance of the Company and success of the Company

In 2005 and in 2010 the Compensation Committee used the three factors described immediately above in making compensation determinations

regarding Mr Rhians compensation package In 2010 the Compensation Committee intended that Mr Rhians compensation levels be

generally consistent with determinations made in 2005

Frederic Siegel Executive Vice President

In 2010 in connection with the Companys entry into new employment agreement with Fred Siegel which is described below in more

detail the Compensation Committee recommended that Mr Siegels pay structure be comprised of base salary ii participation in the

executive bonus pooi and iii non-performance equity compensation In 2007 the Compensation Committee recommended that Mr Siegels

pay structure be comprised of base salary ii performance based stock and cash compensation and iii non-performance based equity

compensation Due to Mr Siegels overall responsibility for the operating results of the Companys HSMS segment including delivery of
top

line and pre-tax profit the Compensation Committee believed that portion of his compensation should be based on Company and HSMS

division performance targets As part of this structure the Compensation Committee also recommended reducing the base salary earned by Mr

Siegel in 2005 and 2006 in order to appropriately balance the allocation between performance based and non-performance based compensation

In recommending the specific performance criteria the Compensation Committee determined that the performance incentives should be broken

out into three areas HSMS revenue growth ii HSMS EBIT growth and iii total Company EBIT growth with the majority of the

performance incentive being weighted towards the first two criteria In addition to provide incentive to Mr Siegel to remain with the

Company the Compensation Committee recommended compensating Mr Siegel with non-performance shares which would vest annually over

the term of his employment agreement

In determining the various levels of performance targets the Compensation Committee considered the following metrics

Evaluation of past individual performance and expected future contnbution

Individual level of responsibilities

Overall past performance and desired future performance in the HSMS segment as well as the Company and the overall success

of the Company

In 2007 and in 2010 the Compensation Committee used the three factors described above in making compensation determinations

regarding Mr Siegels compensation package In 2010 the Compensation Conmiittee intended that Mr Siegels compensation levels be

consistent with determinations made in 2007
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Richard Rallo ChiefFinancial Officer Chief Operating Officer of the HSMS division and Corporate Secretary

In 2005 and again in 2008 in connection with the Companys entry into new employment agreement with Mr Rallo which is described

below in more detail the Compensation Committee recommended that Mr Rallos pay structure who isthe be comprised of base salary and

non-performance stock compensation Due to his unique position as Chief Financial Officer the Compensation Committee did not believe it

was appropriate to provide performance based compensation as part of Mr Rallos pay structure In addition to provide incentive to Mr Rallo

to remain with the Company the Compensation Committee recommended compensating Mr Rallo with non-performance shares which would

vest annually over the term of his employment agreement

In determining the structure of Mr Rallos compensation the Compensation Committee considered the following metrics

Evaluation of past individual performance and expected future contribution

Individual levels of responsibilities

Overall financial management and financial suôcess of Company

In 2005 and again in 2008 the Compensation Committee considered the three factors descnbed immediately above in making compensation

determinations regarding Mr Rallos compensation package In 2008 the Compensation Committee intended that Mr Rallo compensation

levels be consistent with determinations made in 2005

Randi Baldwin Senior Vice President Marketing and Program Development

In 2006 and again in 2009 the Compensation Committee recommended that Ms Baldwins pay structure be comprised of base salary and

non-performance stock option compensation Due to her position the Compensation Committee did not believe it was appropriate to provide

performance based compensation as part of Ms Baldwins pay structure

In determining the structure of Ms Baldwins compensation the Compensation Committee considered the following metrics

Evaluation of past individual performance and expected future contribution

Individual levels of responsibilities

In 2006 and again in 2009 the Compensation Committee considered the two factors described immediately above in making compensation

determinations regarding Ms Baldwins compensation package In 2009 the Compensation Committee intended that Ms Baldwins

compensation levels be consistent with determinations made in 2006
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Retirement and Other Benefits

All employees in the United States are eligible to participate in the Companys 40 1k Retirement Plan

Qlrk Retirement Plan

In 1997 the Company instituted 40 1k Plan covering substantially all full-time employees with at least six months of service Under the

401k Plan employees may elect to contribute up to 15% of compensation subject to certain limitations Matching contributions are

discretionary and may be contributed at the option of the Company The Company currently provides matching contribution equal to 15% of

the first 4% of the employees salary that the employee contributes. In addition the Company may make an annual discretionary profit-sharing

contribution Employee contributions Company matching contributions and related earnings are always 100% vested

Accounting and Tax Considerations

Beginning on January 2006 the Company began accounting for stock-based payments in accordance with the requirements of Accounting

Standards Codification ASC Topic 718

The Companys equity grant policy has been impacted by the implementation of ASC Topic 718 Under this accounting pronouncement the

Company is required to value unvested stock options granted prior to the adoption of ASC Topic 718 under the fair value method and expense

those amounts in the income statement over the stock options remaining vesting period

Section 162m of the Internal Revenue Code generally disallows tax deduction to public companies for compensation in excess of $1 million

paid to the chief executive officer the chief financial officer or any of the three other most highly compensated officers other than the chief

executive officer or the chief fmancial officer The Board of Directors policy is to qualify its executive compensation for deductibility under

applicable tax laws to the extent practicable Certain performance-based compensation is specifically exempt from the deduction limit if it

otherwise meets the requirements of Section 162m One of the requirements for equity compensation plans is that there must be limit tothe

number of shares granted to any one individual under the plan during specified period Accordingly the 2010 Equity Plan provides that no

participant may receive awards denominated in shares during any fiscal year in excess of 150000 shares and no participant may receive

awards denominated in cash or property during any fiscal year in excess of $750000 in each case subject to adjustments made in accordance

with the plan Shareholder approval of this plan constituted shareholder approval of this limitation for Section 162m purposes
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Summary Compensation Table

The table below summarizes the dollar amounts of all the total compensation components for the fiscal years ended December 31 2008

fiscal year 2008 December 31 2009 fiscal year 2009 and December 31 2010 fiscal year 2010 paid to or earned by each of AMACs

principal executive officer iiprincipal fmancial officer and iii the two other executive officers of the Company collectively the named

executive officers

Non-Equity

Name and Stock Option Incentive Plan All Other

Principal Bonus Awards Awards Compensation Compensation

Position Year Salary $2 $3 Total

Jack Rhian 2010 300000 30636045 191307 622490

President and

Chief Executive

Officer 2009 300000 139667 313966

2008 280000 136887 293688

Frederic Siegel 2010 220000 1004856 23615 174908 363940

Executive

VicePresident 2009 210000 114279 132498 337528

2008 200000 30929 125998 243528

Richard Ram 2010 232500 146919 245441

Chief Financial

Officer Chief

Operating Officer

of the HSMS

Division and

Corporate

Secretary 2009 215000 10000 911407 3528910 126389 364067

2008 200000 10773 210773

Randi Baldwin 2010 175000 1060711 185601

Senior Vice

President

Marketing and

Program 25186

Development 2009 162500 5.000 12 1000811 197694

2008 147667 928811 156955

Amounts represent the aggregate grant date fair value of restricted stock and restricted stock unit awards and performance-based

stock awards granted computed in accordance with ASC Topic 718 regarding share-based payments for the listed fiscal year

For restricted stock and restricted stock unit awards fair value is calculated by multiplying the number of shares of restricted stock

by the closing price of our common stock on the date of grant For performance-based stock awards the amount reflected is based

upon the assumption that the applicable performance metric would be achieved For additional information on the valuation

assumptions used refer to the portion of Note on Accounting for stock-based compensation and Note on Common Stock and

Options in the AMAC financial statements filed with the Annual Report on Form 10-K for the respective year-end See the 2010

Grants of Plan-Based Awards table immediately below for information on grants awarded in fiscal year 2010 These amounts may

not necessarily represent the actual value realized by the named executives as performance criteria may not be achieved For

discussion of performance-based awards that were not earned because the applicable goals were not achieved please see the

Narrative Disclosure to Summary Compensation Table and Grants of Plan-B ased Awards below
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Amounts represent the aggregate grant date fair value of stock option awards granted computed in accordance with ASC Topic 718

regarding share-based payments for the listed fiscal year For stock options fair value is calculated using for stock options granted

under the 2000 Stock Option Plan the average between the high and low sales prices for our common stock on the date of grant and

for stock options granted under the 2005 Stock Incentive Plan the closing price of our common stock on the date of grant For

information on the valuation assumptions used refer to the portion of Note on Accounting for stock-based compensation and

Note on Common Stock and Options in the AMAC financial statements filed with the Annual Report on Form 10-K for the

respective year-end These amounts may not necessarily represent the actual value realized by the named executives

In December 2009 AMAC announced that its Board of Directors declared special cash dividend of $0.10 per share paid on

January 15 2010 to all shareholders of record as of the close of business on December 28 2009 In July 2010 AMAC announced

that its Board of Directors declared special cash dividend of $0.10 per share paid on September 29 2010 to all shareholders of

record as of the close of business on September 13 2010 The amount shown in the All Other Compensation column for fiscal

year
2010 for Messrs Rhian Siegel and Rallo includes the amount of both dividends paid on unvested restricted stock as discussed

above under Compensation Discussion and Analysis Special Dividends The amounts are Mr Rhian $3000 Mr Siegel

$1650 and Mr Rallo $1750

Amount represent the aggregate grant date fair value of 30000 restricted stock units granted on December 30 2010 calculated based

on the closing price of our common stock on such date of grant of $6.09 The restricted stock units vest annually in three equal 10000

share installments from December 31 2011 through December 31 2013

On June 30 2010 ivir Rnian forfeited his nght to up to 18 000 performance shares that were subject to vest based upon the

achievement of designated fiscal 2010 performance criteria Subject to shareholder approval of the 2010 Equity Incentive

Compensation Plan which was received on August 2010 on the same date the Board of Directors granted to Mr Rhian

replacement award of up to 18000 performance shares subject to vesting based on substantially the same performance criteria as the

forfeited grant The grant date fair value of the fOrfeited shares is $106920 and for the newly granted performance shares is

$123660

Amount represent the aggregate grant date fair value of 16500 restncted stock units granted on December 30 2010 calculated based

on the closing price of our common stock on such date of grant of $6 09 The restricted stock units vest annually in three equal 5500

share installments from December 31 2011 through December 31 2013

Includes auto stipend of $14 330 $12 200 and $12000 for 2010 2009 and 2008 and employer 401k contribution of $1800

$1766 and $1 688 in 2010 2009 and 2008 respectively

Includes auto stipend of $1 5037 $12495 and $11400 for 2010 2009 and 2008 and employer 401k contribution of $803 $754

and $1199 in 2010 2009 and 2008 respectively

Includes auto stipend of $11400 $11400 and $9600 for 2010 2009 and 2008 and employer 40 1k contribution of $1541 $1238

and $1173 in 2010 2009 and 2008 respectively

10 On November 13 2009 Mr Rallo waived 9500 shares of restricted stock which in January 2009 had been granted inadvertently in

excess of the 2005 Stock Incentive Plans individual share limit for Mr Rallo and which had not yet vested On the same date the

Board of Directors granted to Mr Rallo options to purchase up to 21 700 shares of common stock under the Company 2000 Stock

Option Plan The grant date fair value of the cancelled shares of restricted stock is $41230 and for the newly granted stock options

is $35289
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11 Includes auto stipend of $9600 $9000 and $8400 for 2010 2009 and 2008 and employer 401k contribution of $1007 $1008

and $888 in 2010 2009 and 2008 respectively

12 On June 25 2009 the Board granted Ms Baldwin an option to purchase up to 15000 shares of common stock under the Companys

2000 Stock Option Plan pursuant to Ms Baldwins executed employment agreement

Grants of Plan-Based Awards

The following table discloses each grant of plan-based award to named executive officer during fiscal
year 2010

All Other

Stock

Awards

Number

of Shares

of Stock

or Units

This colunin shows the aggregate grant date fair value of performance-based stock awards and restricted stock unit awards under

applicable SEC rules granted to the named executives in the table in 2009 See Note of the 2010 Summary Compensation Table

for discussion of the fair value calculation related to the performance-based stock awards and restricted stock unit awards For

additional information on the valuation assumptions refer to the portion of Note on Accounting for stock based compensation

and Note on Common Stock and Options in the AMAC financial statements filed with this Annual Report on Form 10

On June 30 2010 Mr Rhian forfeited his right to ip to 18000 performance-based stock awards that were subject to vest based

upon the achievement of designated fiscal 2010 performance cntena Subject to shareholder approval of the 2010 Equity

Incentive Plan which was received on August 2010 on the same date the Board of Directors granted to Mr Rhian

replacement award under thç 2010 Equity Incentive Plan of up to 18000 performance based stock awards shares subject to

vesting based on substantially the same performance criteria as the forfeited grant The grant date fair value of the forfeited

shares is $106920 and of the newly granted shares is $123660

Amount represent the aggregate grant date fair value of 30000 restricted stock units granted on December 30 2010 calculated

based on the closing price of our common stock on such date of grant of $6.09 The restricted stock units vest annually in three

equal 10000 share installments from December 31 2011 through December 31 2013

Amount represent the aggregate grant date fair value of 16500 restricted stock units granted on December 30 2010 calculated

based on the closing price of our common stock on such date of grant of $6.09 The restricted stock units vest annually in three

equal 5500 share installments from December 31 2011 through December 31 2013

Grant

Board

Approval

All Other

Option

Awards

Number of

Securities

Underlyitig

Options

Exercise

or Base

Price of

Option

Awards

Grant

Date Fair

Value of

Stock and

Options

Awards
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Narrative Disclosure to Summary Compensation Table and Grants of Plan-Based Awards

Jack Rhian

On November 11 2005 we entered into an employment agreement with Jack Rhian under which he is employed for period of five years

beginning on January 2006 as our President and Chief Operating Officer the 2005 Rhian Agreement Subsequently effective January

2007 Mr Rhian was appointed as our Chief Executive Officer Mr Rhians employment agreement provides for the following base salary

amounts $240000 per annum for the period beginning January 2006 and ending December 31 2006 $260000 per annum for the period

beginning January 2007 and ending December 31 2007 $280000 per annum for the period beginning January 2008 and ending

December 31 2008 $300000 per annum for the period beginning January 2009 and ending December 31 2009 and $300000 We also

granted to Mr Rhian 50000 shares of restricted common stock vesting subject to the condition that Mr Rhian was employed by us at the

applicable date in equal annual installments of 10000 shares on December 31 of each year during the term of the 2005 Rhian Agreement All

of these shares have vested and are no longer subject to forfeiture as of December 31 2010

On December 30 2010 we entered into an employment agreement with Jack Rhian under which Mr Rhians employment will be continued

for term of three years commencing as of January 2011 the 201 Rhian Agreement The 2011 Rhian Agreement supersedes the 2005

Rhian Agreement which expired on December31 2010 Mr Rhian continues in his current role as Chief Executive Officer and President

The 2011 Rhian Agreement provides for the payment on bi-weekly basis of base salary equal to $300000 per annum during the three year

term thereof

Mr Rhian is also eligible to partiàipate in an executive bonus pool to be established by the Company by June 30 2011 on such terms and

conditions as may be determined by the Companys independent Compensation Committee in its sole discretion The 2011 Rhian Agreement

also provides for monthly automobile stipend in the amount of $1000

The 2011 Rhian Agreement provides for the grant to Mr Rhian of 30000 restricted stock units RSUs subject to the terms of the 2010

Equity Incentive Plan and execution by Mr Rhian of the applicable award agreement under such plan that vest as follows 10000 RSUs on

December 31 2011 10000 RSUs on December 31 2012 and 10000 RSUs on December 31 2013 Vesting is dependent on Mr Rhians

continued employment on the vesting date as provided under the 2010 Equity Incentive Plan In the event of Change in Control as defmed

in the 2011 Rhian Agreement if Mr Rhian and the Company or its successor agree to continue the Rhian Employment Agreement or to

enter into new employment agreement in lieu of such agreement then any unvested RSUs will vest immediately upon the mutual agreement

of the Company or its successor and Mr Rhian to continue the 2011 Rhian Agreement or to enter into new employment agreement The

RSUS will entitle Mr Rhian to receive upon settlement the cash amount of any dividends that would have been paid on the underlying shares

of Common Stock from the grant date through the applicable vesting date
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Under the 2005 Rhian Agreement he was entitled to the following performance based equity grants up to 80000 shares based on meeting

or exceeding EBIT as set forth in our audited financial statements for the applicable fiscal year performance targets as described below and

ii2000 shares of common stock per year for total of up to 10000 shares of conimon stock over the employment period based on our total

revenues as set forth in our audited financial statements for the applicable fiscal year meeting or exceeding an amount equal to at least 115%

of the Companys total revenues for the prior fiscal year

EBIT Targets For 2006 2010

EBIT growth over prior fiscal year of Shares

15.0 17.49% 8000 shares

17.5 19.99% 9000 shares

20.0 22.49% 10500 shares

22.5 24.99% 13000 shares

25.0% or more 16000 shares

On March 30 2009 the Company and Mr Rhian entered into an amendment to the 2005 Rliian Agreement The amendment clarified certain

computations in connection with the calculation of the performance based formula for certain stock awards by which Mr Rhian could make up
in subsequent year failure to have met the performance threshold in prior year It also clarified the effect of certain non-operational

adjustments on the formula

For the fiscal years ended December 31 2010 2009 and 2008 our EBIT growth reduction was 8% 79% and 3% respectively and our

year over year revenue growth did not exceed the 11 S% growth over prior year target for the applicable year Based on meeting the EBIT

growth over prior fiscal year target for 2009 however Mr Rhian earned 16000 bonus shares No such bonus shares were earned with respect

to fiscal years 2008 and 2010 because the applicable EBIT growth targets were not achieved

On June 302010 Mr Rhian forfeited his right to up to 18000 performance shares that were subject to vest based upon the achievement of

designated fiscal 2010 performance criteria On the same date the Board of Directors granted to Mr Rhian replacement award subject to

shareholder approval of the 2010 Equity Incentive Compensation Plan which was received on August 2010 of up to 18000 performance

shares as follows up to 16000 shares of our common stock based on meeting or exceeding EBIT grOwth in fiscal 2010 over fiscal year

2009 by 25.0% or more as set forth in our audited financial statements for the applicable fiscal year and ii 2000 shares based on our total

revenues as set forth in our audited financial statements for fiscal year 2010 meeting or exceeding an amount equal to at least 115% of our

total revenues for fiscal year 2009 Both the forfeiture and replacement of the original award were made in recognition that such bonus shares

if earned and paid under the 2005 Stock Incentive Plan may have exceeded the individual award limits applicable to Mr Rhian under the 2005

Plan
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Mr Rhjan is also entitled to receive certain severance and benefits related payments in connection with certain terminations of his employment

as described below under Potential Payments upon Termination or Change-in-Control

Frederic Siegel

On May 29 2007 we entered into four year employment agreement commencing as of January 2007 under which Mr Frederic Siegel is

employed as our Executive Vice President the 2007 Siegel Agreement The 2007 Siegel Agreement provided for the following base salary

amounts $190000 in 2007 $200000 in 2008 $210000 in 2009 and $220000 in 2010 We also granted to Mr Siegel 22000 shares of

restricted common stock vesting subject to the condition that Mr Siegel was employed by us at the applicable date as follows 5500 shares on

each of December 31 2007 2008 2009 and 2010 All of these shares have vested and are no longer subject to forfeiture as of December 31

2010

On December 30 2010 we entered into an employment agreement with Frederic Siegel the 2011 Siegel Agreement under which Mr

Siegels employment will be continued for term of three years commencing as of January 2011 The 2011 Siegel Agreement supersedes

the previously disclosed employment agreement between Mr Siegel and the Company dated May 24 2007 as amended which expired on

December 31 2010 Mr Siegel will continue in his current role as the Companys Executive Vice President

The 2011 Siegel Agreement provides for the payment on bi-weekly basis of the following base salary amounts

$225000 per annum for the penod beginnmg January 2011 and ending December 31 2011

$232500 per annum forthe period beginning January 2012 and ending December 31 2012 and

$240000 per annum for the period beginning January 2013 and ending December 31 2013

Mr Siegel is also eligible to participate in an executive bonus pooi to be established by the Company by June 30 2011 on such terms and

conditions as may be determined by the Companys independent Compensation Committee in its sole discretion The 2011 Siegel Agreement

also provides for monthly automobile stipend in the amount of $950
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The 2011 Siegel Agreement provides that Mr Siegel will be granted 16500 RSUs subject to the terms of the Plan and execution by Mr Siegel

of the applicable award agreement under such plan that vest as follows 5500 RSUs on December 31 2011 5500 RSUs on December 31
2012 and 5500 RSUs on December 31 2013 Vesting is dependent on Mr SiegeFs continued employment on the vesting date as provided

under the 2010 Plan In the event of Change in Control as defined in the 2011 Siegel Agreement if Mr Siegel and the Company or its

successor agree to continue the 2011 Siegel Agreement or to enter into new employment agreement in lieu of such agreement then any

unvested RSUs shall vest immediately upon the mutual agreement of the Company or its successor and Mr Siegel to continue the 2011

Siegel Agreement or to enter into new employment agreement The RSUS will entitle Mr Siegel to receive upon settlement the cash

amount of
any dividends that would have been paid on the underlymg shares of Common Stock from the grant date through the applicable

vestmg date

Under Mr Siegels employment agreement dated May 24 2007 he was eligible to receive additional bonuses payable in cash and shares of our

common stock based on certain revenue and EBIT targets as set forth below

cash bonus equal to one of the following percentages of the dollar amount of yearly revenue growth in excess of 7% in the our

Health and Safety Monitoring Systems HSMS segment for each of the fiscal years ending December 31 2007 20082009 and 2010 2% if

the HSMS revenue grows by more than 7% but less than 10% 3% if the HSMS revenue grows by 10% or more but less than 13% 4.25% if

the HSMS revenue grows by 13% or more but less than 16% 5.75% if the HSMS revenue grows by 16% or more but less than 19% 7.5% if

the HSMS revenue grows by 19% or more

ii cash bonus equal to one of the following percentages of EBIT from our HSMS segment for each of the fiscal
years ending

December 31 2007 2008 2009 and 2010 plus one of the following number of shares 2%plus 500 shares if the HSMS EBIT equals to 5% or

more but less than 6% of the HSMS revenues for the applicable year 2.5% plus 1000 shares if the HSMS EBIT equals to 6% or more but less

than 7% of the HSMS revenues for the applicable year 3.0% plus 1500 shares if the HSMS EBIT equals to 7% or more but less than 8% of

the HSMS revenues for the applicable year 3.5% plus 2000 shares if the HSMS EBIT equals to 8% or more but less than 9% of the HSMS

revenues for the applicable year 4.0% plus 2500 shares if the HSMS EBIT equals to 9% or more but less than 10% of the HSMS revenues for

the applicable year 4.5% plus 3000 shares if the HSMS EBIT equals to 10% or more of the HSMS revenues for the applicable year and

iii one of the following number of shares based on the year-over-year growth of our EBIT on consolidated basis for each of the

fiscal years ending December 31 2007 2008 2009 and 2010 3000 shares if EBIT grOws by 15% or mre bUt less than 17.5% 4000 shares

if EBIT grows by 17.5% or more but less than 20% 5250 shares if EBIT grows by 20% or more but less than 22.5% 6500 shares if EBIT

grows by 22.5% or more but less than 25% and 8500 shares if EBIT grows by 25% or more
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To the extent that the number of shares earned pursuant to paragraph ii and iii above exceed 37500 the number of shares in the Companys

2005 Incentive Plan currently reserved for Mr Siegels performance based grants the grant of any such excess shares are subject to

shareholder approval prior to issuance

On March 30 2009 the Company and Mr Frederic Siegel entered into an amendment to Mr Siegels employment agreement The amendment

provided for the disregarding of one-time non-operational events in the
year following the year in which the one-time non-operational event

occurred in calculating the amounts due under certain of Mr Siegels perfonnance based stock awards

For the fiscal year ended December 31 2010 2009 and 2008 our EBIT growth reduction was 8% 79% and 3% respectively For the

fiscal
year ended December 31 2010 our HSMS segment EBIT as percentage of HSMS revenues was greater than 5% but less than 6%

and therefore Mr Siegel earned cash bonus of $23615 and 500 bonus shares with respect to fiscal year
2010 For the fiscal

year ended

December 31 2010 our HSMS segment revenue grew 1% percent therefore Mr Siegel was not entitled to cash bonus for HSMS revenue

growth Additionally because our year over year consolidated EBIT growth for 2010 over 2009 did not exceed the 115% threshold Mr Siegel

did not earn any
bonus shares with respect to such performance target

Based on meeting the EBIT growth over prior fiscal year target for 2009 Mr Siegel was entitled to 8500 bonus shares Additionally for the

fiscal year ended December 31 2009 our HSMS segment EBIT as percentage of HSMS revenues was 13% therefore Mr Siegel earned

cash bonus of $114729 and stock bonus of 3000 shares with respect to such performance target in that year For the fiscal year ended

December 31 2009 our HSMS segment revenue grew 5.6% which was below the 7% threshold and therefore Mr Siegel was not entitled to

an additional cash bonus with respect to such performance target

Forthe year ended December 31 2008 our HSMS segment revenue grew 12.9 percent therefore Mr Siegel was entitled to cash bonus of

$30929 Based on agreed to methodologies the EBIT target for HSMS was not realized in 2008 and Mr Siegel was not entitled to an

additional cash bonus or bonus shares in 2008 in connection with the EBIT target for HSMS In 2008 Mr Siegel was not entitled to any bonus

shares as our year over yearconsolidated EBIT growth for 2008 over 2007 did not exceed the 115% threshold

Mr Siegel is also entitled to receive certain severance and benefits related payments in connection with certain terminations of his

employment as described below under Potential Payments upon
Termination or Change-in-Control

Richard Rallo

On January 20 2006 we entered into an employment agreement with Richard Rallo the 2006 Rallo Agreement under which he was

employed for period of three years beginning on January 2006 as our Chief Financial Officer The 2006 Rallo Agreement expired on

December 31 2008 It provided for the following base salary amounts $170000 per annum for the period beginning January 2006 and

ending December 31 2006 $185000 per annum for the period beginning January 2007 and ending December 31 2007 and $200000 per

annum for the period beginning January 2008 and ending December 31 2008
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In connection with the 2006 Rallo Agreement on January 20 2006 we granted 10000 shares of restricted common stock to Mr Ratio All of

these shares have vested as of December 31 2010 and are no longer subject to forfeiture

On January 19 2009 after the expiration of the 2006 Rallo Agreement we entered into new employment agreement with Richard Rallo the

2009 Rallo Agreement under which Mr Rallos employment will be continued for term of years commencing January 2009 Mr

Rallo is continuing in his current role as the Companys Chief Financial Officer and also assumed the role of the Chief Operating Officer of the

HSMS Division

Under the 2009 Railo Agreement Mr Rallo is entitled to receive the following base salary amounts $215000 per annum for the period

beginning January 2009 and ending December 31 2009 $232500 per annum for the period beginning January 2010 and ending

December 31 2010 and $250000 per annum for the period beginning January 2011 and ending December 31 2011

In connection with the 2009 Rällo Agreement on January 19 2009 we entered into stock purchase agreement with Mr Rallo Pursuant to

this stock purchase agreement
Mr Rallo was granted 21500 shares of restricted common stocksubject to repurchase right in our favor Not

long after these shares were granted the Company discovered it had inadvertently granted 9500 shares in excess of Mr Rallos individual

50000 share limit under the Companys 2005 Stock Incentive Plan of which 1500 shares were to vest on December31 2010 and 8000 shares

were to vest on December 31 2011 the Excess Shares As result the grant of the Excess Shares has been cancelled and Mr Rallo has

agreed in writing to waive any and all rights with respect to the Excess Shares The remaining 12000 shares of restricted common stock

granted in 2009 have vested and are no longer subject to repurchase by the Company

On November 13 2009 the Board of Directors of the Company approved grant to Mr Rallo the Companys Chief Financial Officer under

the Companys 2000 Stock Option Plan the 2000 SOP of options to purchase 3426 shares of Common Stock vesting on December 31

2010 and options to purchase 18274 shares of.the Companys Common Stock vesting on December 31 2011 which vesting is subject to

continued employment on the date of vesting in accordance with the 2000 SOP and the other terms and conditions of the 2009 Rallo

Agreement These options have per share exercise price of $5.88 The grant of these options was made to replace and to proyide incentive

compensation with equivalent value to the Excess Shares The 2000 SOP does not contain any
individual grant limits

Mr Rallo is also entitled to receive certam severance and benefits related payments in connection with certain terminations of his employment

as descnbed below under Potential Payments upon Termination or Change in-Control
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Ranch Baldwin

On November 15 2006 we entered into an employment agreement with Randi Baldwin the 2006 Baldwin Agreement under which we

agreed to employ her for period of three years beginning on November 2006 as our Vice President Communications and Marketing The

2006 Baldwin Agreement provided for the following base salary amounts $140000 per annum for the period beginning November 2006

and ending October 31 2007 $147000 per annum for the period beginning November 2007 and ending October 31 2008 and $155000

per annum for the period beginning November 2008 and ending October 31 2009

On June 25 2009 we entered into an employment agreement with Ms Baldwin the 2009 Baldwin Agreement under which Ms Baldwins

employment will be continued for term of three years commencing as of July 2009 The 2009 Baldwin Agreement supersedes the 2006

Baldwin Agreement as of such effective date Under the 2009 Baldwin agreement Ms Baldwin continues her role as the Companys Senior

Vice President Marketing and Program Development The 2009 Baldwin Agreement provides for the following base salary amounts

$170000 per annum for the period beginning July 2009 and ending June 30 2010 $180000 per annum for the period beginning July

2010 and ending June 30 2011 and $190000 per annum for the period beginning July 2011 and ending June 30 2012

Pursuant to the 2009 Baldwin Agreement Ms Baldwin was granted subject to the terms of the Companys 2000 Stock Option Plan and the

applicable stock option agreement under such plan an option to purchase 4000 shares of the Companys common stock vesting on July

2009 options to purchase 5000 shares of the Companys common stock vesting on July 2010 and options to purchase 6000 shares of the

Companyscommon stock vesting on July 2011 These stock options will be exercisable for five year term from the date of grant and

have an exercise price of $5.72 which is equal to the fair market value of the Companys common stock on the applicable date of grant as

determined in accordance with the 2000 Stock Option Plan Vesting is dependent on continued employment on the vesting date as provided

under the 2000 Stock Option Plan

Ms Baldwin is also entitled to receive certain severance and benefits related payments in connection with certain terminations of her

employment as descnbed below under Potential Payments upon Termination or Change in Con trol

Dividend Payments to Named Executive Officers

On December 16 2009 the Company announced that its Board of Directors had approved the payment of special cash dividend of $0.10 ten

cents per common share The dividend was paid on or about January 15 2010 to all shareholders of record as of the close of business on

December 28 2009 On July 19 2010 the Company announced that its Board of Directors had approved the payment of an additional special

cash dividend of $0.10 ten cents per common share The dividend was paid on or about September 29 2010 to shareholders of record as of

the close of business on September 13 2010 All holders of restricted stock including Mr Rhian Mr Rallo and Mr Fred Siegel were eligible

to receive and received the cash dividend on their respective shares of restricted stock in the amounts disclosed above in the footnotes to the

Summary Compensation Table
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Outstanding Equity Awards at Fiscal Year-End

The following table discloses for each named executive officer all shares of common stock underlying all unexercised options and all stock

awards that have not yet vested as of December 31 2010

Option Awards Stock Awards

Equity

Incentive

Equity Plan

Incentive Awards

Plan Market or

Awards Payout

Number Number of Value of

of Market Unearned Unearned

Number of Shares or Value of Shares Shares

Securities Number of Units of Shares or Units or Units or

Underlying Securities Stock Units of Other Other

Unexercised Underlying Option that Stock that Rights Rights

Options Unexercised Exercise Option Have Not Have Not That Have That Have

Options Price Expiration Vested Vested Not Vested Not Vested

Name Exercisable Unexercisable Date

Jacl Rhlan 30000 182700 18000 123660

4343 2.87 12/31/11

30000 3.25 1/30/12

25000 3.50 1/30/13

25000 4.00 1/30/14

3856 2.30 8/12/12

5000 2.29 1/27/13

Frederic

Siegel 16500 100485 11500 76245

25000 2.87 12/31/11

8252 2.87 12/31/11

4827 2.30 8/12/12

6400 2.29 1/27/13

13917 1.98 4/08/13

65530 4.24 5/27/14

Richard

Rallo

5088 2.87 12/31/11

10000 3.25 1/30/12

3038 2.30 8/12/12

3800 2.29 1/27/13

30000 2.50 11/14/13

5000 4.24 5/27/14

25000 5.96 12/07/10

3426 182743 5.88 11/13/14

Randi

Baldwin 1845 2.87 12/31/11

25000 3.64 3/12/12

2135 2.30 8/12/12

2200 2.29 1/27/13

4000 3.98 3/25/14

12500 620 12/29/10

7500 6.09 11/14/11

9000 60004 5.72 6/25/14
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Based on the closing market price of the Companys common stock at December 31 2010 $6.14 multiplied by the number of shares

reported

Mr Rhian was eligible to earn up to potential maximum of 18000 shares with respect to fiscal year 2010 based on designated

performance criteria As fiscal year 2010 performance criteria were not achieved Mr Rhian did not earn any of these shares Mr Siegel was

eligible to earn up to potential maximum of 11500 shares with respect to fiscal year 2010 based on certain performance criteria Mr Siegel

earned 500 of such performance shares Please see the Narrative Disclosure to Summary Compensation Table and Grants of Plan-Based

Awards for more detail on these awards

These options vest on December 31 2011

These options vest on July 2011

Option Exercises and Stock Vested Table

The table below shows for the named executive officers for fiscal year
2010 all stock options that were exercised and ii all previously

granted stock awards that vested

Option Awards Stock Awards

Name Number of Shares Value Realized Number of Shares Value Realized on

Acquired on Exercise On Exercise Acquired on Vesting Vesting

Jack Rhian 10000 61400

Frederic Siegel 5500 33770

Rich Rallo 5500 33770

Based on the difference between the market price of the underlying securities at exercise and the exercise price of the options

Based on the market value of the shares on the vesting date

Pension Benefits

During fiscal year 2010 AMAC did not have any plan that provided for pension payments or other benefits at following or in connection

with retirement

Nonqualified Defined Contribution and Other Nonqualified Deferred Compensation Plans

During fiscal year 2010 AJVIAC did not have any defined contribution or other plan that provided for the deferral of compensation on basis

that is not tax-qualified
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Potential Payment Upon Termination or Change-in-Control

Jack Rhian

The 2011 Rhian Agreement can be terminated by the Company upon certain specified events constituting Cause as defined in the 2011 Rhian

Agreement without payment of severance If Mr Rhian is terminated with Cause he will be entitled only to payment of base salaty benefits

reasonable business expenses car stipend and incentive compensation already accrued to the date of termination The 2011 Rhian Agreement

does not expressly contemplate termination without Cause

Unless Mr Rhian is terminated for Cause as defined in the 2010 Rhian Agreement if we do not offer Mr Rhian to enter into written

employment agreement with terms and conditions no less favorable than substantially the same terms and conditions as the 2011 Rhian

Agreement upon such agreements expiration Mr Rhian will receive payment of base salary based on his then effective salary level for

period of twelve 12 months commencing seven months following the expiration date of the 2011 Rhian Agreement the Rhian Non-

Renewal Payment If we became obligated to pay the Non-Renewal Payment on December 312010 Mr Rhian would have been entitled to

receive $300000 This amount would be in addition to and not in lieu of
any damages attributable to termination of the 2010 Rhian Agreement

without Cause prior to the expiration date

In the event of Mr Rhians death the 2011 Rhian Agreement and Mr Rhians employment will terminate upon his death Mr Rhians estate

or such other persons as Mir Rhian shall designate in writing will be entitled to receive in accordance with the normal pay practice of the

Company Mr Rhians then effective base salary and any of Mr Rhians accrued and unpaid reasonable business expenses for period of one

year following his date of death If Mr Rhians employment had terminated as result of his death on December 31 2010 his estate or

other designee would have been entitled to receive $300000

In the event of Mr Rhians disability as defined in the 2011 Rhian Agreement for one hundred and eighty 180 consecutive days or an

aggregate period of more than one hundred and eighty 180 days in any 12-month period the Company may terminate the agreement after the

expiration of such period Upon such termination Mr Rliian will be entitled to receive his then effective base salary and any accrued and

unpaid business expenses through the date of such termination If Mr Rhians employment had been terminated as of December 31 2010 due

to his disability he would have been entitled to receive $300000

In addition under the 2011 Rhian Agreement if after Change in Control the Company or its successor terminates the 2011 Rhian

Agreement without Cause or Mr Rhian terminates it within 180 days following such Change in Control under certain circumstances

constituting constructive termination enumerated in such agreement and ii if the Company or its successor and Mr Rhian do not agree to

enter into new employment agreement in lieu of the 2011 Rhian Agreement then Mr Rhian is entitled to be paid in lump sum six months

and one day after such termination an amount of cash equal to 2.99 times Mr Rhians base amount as defined in Section 280Gb3 of the

Internal Revenue Code of 1986 as amended the Code Had such termination occurred on December 31 2010 Mr Rhian would have been

entitled to receive lump sum cash payment of $825240
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As described above in the event of Change in Control if we or our successor in interest following such Change in Control as applicable and

Mr Rhiart either agree to continue the employment agreement or to enter into new employment agreement mutually acceptable to us or our

successor and Mr Rhian in lieu of his current employment agreement then any restricted stock units which remain unvested will vest

immediately upon our or our successors mutual agreement with Mr Rhian to continue his current employment agreement or to enter into

new employment agreement If such vesting would have occurred at December 31 2010 the value of the unvested shares that vested would

have been $182700

Frederic Siegel

The 2011 Siegel Agreement can be terminated by the Company upon certain specified events constituting Cause as defmed in the 2011 Siegel

Agreement without payment of severance If Mr Siegel is terminated with Cause he will be entitled only to payment of base salary benefits

reasonable business expenses car stipend and incentive compensation already accrued to the date of termination The 2011 Siegel Agreement

does not expressly contemplate termination without Cause

Unless Mr Siegel is terminated for Cause as defined in the 2010 Siegel Agreement if we do not offer Mr Siegel to enter into written

employment agreement with terms and conditions no less favorable than substantially the same terms and conditions as the 2011 Siegel

Agreement upon such agreements expiration Mr Siegel will receive payment of base salary based on his then effective salary level for

period of twelve 12 months commencing seven months following the expiration date of the 2011 Siegel Agreement the Siegel Non-

Renewal Payment If we became obligated to pay
the Siegel Non-Renewal Payment at December 31 2010 Mr Siegel would have been

entitled to receive $220000 This amount would be in addition to and not in lieu of any damages attributable to termination of the 2010 Siegel

Agreement without Cause prior to the expiration date

In the event of Mr Siegels death the 2011 Siegel Agreement and Mr Siegels employment will terminate upon his death Mr Siegels estate

or such other persons as Mr Siegel shall designate in writing will be entitled to receive in accordance with the normal pay practice of the

Company Mr Siegels then effective base salary and any of Mr Siegels accrued and unpaid reasonable business expenses for period of one

year following his date of death If Mr Siegels employment had terminated as result of his death on December 31 2010 his estate or

other designee would have been entitled to receive $220000
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In the event of Mr Siegels disability as defmed in the 2011 Siegel Agreement for one hundred and eighty 180 consecutive days or an

aggregate period of more than one hundred and eighty 180 days in any 12-month period the Company may terminate the agreement after the

expiration of such period Upon such termination Mr Siegel will be entitled to receive his then effective base salary and any accrued and

unpaid business expenses through the date of such termination If Mr Siegels employment had been terminated as of December 31 2010 due

to his disability he would have been entitled to receive $220000

In addition under the 2011 Siegel Agreement if after Change in Control the Company or its successor terminates the 2011 Siegel

Agreement without Cause or Mr Siegel terminates it within 180 days following such Change in Control under certain circumstances

constituting constructive termination enumerated in such agreement and ii if the Company or its successor and Mr Siegel do not agree to

enter into new employment agreement in lieu of the 2011 Siegel Agreement then Mr Siegel is entitled to be paid in lump sum six months

and one day after such termination an amount of cash equal to 2.99 times Mr Siegels base amount as defined in Section 280Gb3 of the

Internal Revenue Code of 1986 as amended the Code Had such termination occurred on December 31 2010 Mr Siegel would have been

entitled to receive lump sum cash payment of $609960

As described above in the event of Change in Control if we or our successor in interest following such Change in Control as applicable and

Mr Siegel either agree to continue the employment agreement or to enter into new employment agreement mutuaily acceptable to us or our

successor and Mir Siegel in lieu of his current employment agreement then any restricted stock units which remain unvested will vest

immediately upon our or our successors mutual agreement with Mr Siegel to continue his current employment agreement or to enter into

new employment agreement If such vesting would have occurred at December 31 2010 the value of the unvested shares that vested would

have been $100485

Richard Rallo

The 2009 Rallo Agreement can be terminated by the Company upon certain specified events constituting Cause as defmed in the 2009 Rallo

Agreement without payment of severance If Mr Rallo is terminated with Cause he will be entitled only to payment of base salary benefits

reasonable business expenses car stipend and incentive compensation already accrued to the date of termination

The Company may except as otherwise described below following Change of Control as defined in the 2009 Rallo Agreement terminate

the 2009 Rallo Agreement without Cause In such case Mr Rallo will be entitled to payment of base salary benefits reasonable business

expenses car stipend and incentive compensation for the remainder of the term ending December 31 2011 as if the agreement had not been

terminated If Mr Rallos employment agreement had been terminated without Cause on December 31 2010 Mr Rallo would have been

entitled to receive $254846 In addition as described in the following paragraph My Rallo would be entitled to receie the Rallo Non
Renewal Payment of $232500
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Under the 2009 Rallo Agreement unless Mr Rallo is terminated for Cause as defined in the 2009 Rallo Agreement in the event that the

Company does not offer Mr Rallo to enter into written employment agreement with terms and conditions no less favorable than substantially

the same terms and conditions as the 2009 Rallo Agreement to begin immediately following the expiration of the 2009 Rallo Agreement Mr

Rallo will receive payment of base salary based on the then applicable salary level for period of twelve 12 months commencing seven

months following the date of the expiration of the 2009 Rallo Agreement the Rallo Non-Renewal Payment If we became obligated to pay

the Rallo Non-Renewal Payment at December 31 2010 Mr Rallo would have been entitled to receive $232500 This amount would be in

addition to and not in lieu of
any payments attributable to termination of the 2009 Rallo Agreement without Cause prior to the expiration date

as described in the immediately preceding paragraph

In the event of Mr Rallos death during the term of the 2009 Rallo Agreement Mr Rallos estate or such other person designated by him will

be entitled to receive his base salary and any retirement profit sharing insurance or similar benefits for which Mr Rallo was eligible if any

for period of one year from the date of his death If Mr Rallos employment had terminated as result of his death on December 31 2010

his estate or other designee would have been entitled to receive $254846

In the event that Mr Rallo becomes disabled and is unable to perform his duties for period of one hundred eighty 180 consecutive days or

an aggregate of more than one hundred eighty 180 consecutive days in any 12 month period we are entitled toterminate the 2009 Rallo

Agreement after the expiration of such period If Mr Rallos employment had been terminated as of December 31 2010 due to his disability

he would have been entitled to $232500

In addition under the 2009 Rallo Agreement in the event that there is Change in Control and Mr Rallos employment with the company is

terminated following such Change in Control under certain conditions Mr Rallo will be entitled to receive lump sum payment equal to 2.99

times his average annual total compensation as measured for the past years in lieu of any remaining obligations ofthe Company under the

2009 Employment Agreement Had such termination occurred on December 31 2010 Mr Rallo would have been entitled to receive lump

sum cash payment of $599495

As described above in the event of Change in Control if we or our successor in interest following such change in control as applicable and

Mr Rallo either agree to continue his current employment agreement or to enter into new employment agreement mutually acceptable to us

or our successor and Mr Rallo in lieu of his current employment agreement then any shares of restricted stock and options granted in

connection with the 2009 Rallo Agreement held by him which remain unvested will vest immediately upon our or our successors mutual

agreement with Mr Rallo to continue his current employment agreement or to enter into new employment agreement If such vesting would

have occurred at December 31 2010 the value of the unvested shares underlying restricted stock and options that vested would have been

$100485
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Randi Baldwin

The 2009 Baldwin Agreement can be terminated by the Company upon certain specified events constituting Cause as defined in the 2009

Baldwin Agreement without payment of severance If Ms Baldwin is terminated with Cause she will be entitled only to payment of base

salary already accrued to the date of termination

Under the 2009 Baldwin Agreement in the event Ms Baldwin is terminated without Cause and other than if Ms Baldwin is terminated with

Cause in the event that we do not offer Ms Baldwin to enter into written employment agreement with terms and conditions no less favorable

than substantially the same terms and conditions as the 2009 Baldwin Agreement to begin immediately following the expiration of such

agreement Ms Baldwin will receive payment of base salary based on the then applicable salary level for period of twelve 12 months from

the date of such termination or expiration of her current employment agreement as applicable If either of such events had occurred at

December 31 2010 Ms Baldwin would have been entitled to receive $180000

In the event of Ms Baldwins death Ms Baldwins estate or such other person designated by her will be entitled to receive her base salary and

any retirement profit sharing insurance or similar benefits for which Ms Baldwin was eligible if any for period of one year from the date of

her death If Ms Baldwins employment had terminated as result of her death on December 31 2010 her estate or other designee would

have been entitled to receive $180000

the event of Ms Baldwins disability as defined in the 2009 Baldwin Agreement for one hundred and eighty 180 consecutive days or an

aggregate period of mórº than one hundred and eighty 180 days in any
12 month period the Company may terminate the agreement after the

expfrationof such period Uponsuch termination Ms Baldwin will be entitled to receive his then effective base salary and any accrued and

unpaid business expenses through the date of such termination If Ms Baldwins employment had been terminated as of December 31 2010

due to her disability shewould have been entitled to $180000

In addition under the 2009 Baldwin Agreement in the event there is change in control as defmed in the 2009 Baldwin Agreement and Ms
Baldwins employment with us is terminated within 180 days following such change in control without cause or through constructive

termination then Ms Baldwin will be entitled to lump sum payment equal to the greater of an amount ual to the remainder of her salary

which would be payable through the otherwise remaining term of the 2009 Baldwin Agreement or ii an amount equal to twelve 12 months

of her then effective salary payable on the date that is even months following the termination date In such event We are also required to pay

all health insurance benefits otherwise payable to Ms Baldwin be paid for the greater of the otherwise remaining term of the 2009 Baldwin

Agreement notwithstanding termination or twelve 12 months Had such termination occurred on December 31 2010 Ms Baldwin would

have been entitled to receive $303079 payment as result of such termination
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DIRECTOR COMPENSATION

Director Compensation Table

The table below discloses the compensation for fiscal
year

2010 paid to or earned by those
persons

who served as director during fiscal

year 2010 Members of AJvIACs Board of Directors who are employees of AMAC do not receive any compensation from AMAC for their

service as director Accordingly they are not listed in the table below

Name Fees Stock Option Total

earned or Awards Awards

paid in

cash

RonajdLevin 24000 15600 39600

Yacov Shamash Ph.D 24000 15600 39600

John S.T Gallagher 39606 39606

Gregory Fortunoff3 36923 36923

Amounts represent the aggregate full grant date fair value of restricted stock awards granted in 2010 computed in accordance with ASC

Topic 718 regarding share-based payments For restricted stock fair value is calculated by multiplying the number of shares of

restricted stock by the closing price of AMAC common stock on the date of grant which was $6.88 $5.94 $6.98 $6.10 and 6.14 on

March 31 2010 June 30 2010 August 2010 the date of our 2010 annual meeting of shareholders September 30 2010 and

December 31 2010 respectively For information on the valuation assumptions refer to the portion of Note on Accounting for

stock-based compensation and Note on Common Stock and Options in the AMAC financial statements filed with this Annual

Report on Form 10-K for the year ended December 31 2010 Theseamounts may not necessarily represent the actual value realized by

each director

At December 31 2010 the aggregate number of shares of restricted stock awards outstanding as to which restrictions have not fully

lapsed was Mr Levin- 2235 Dr Shamash 2235 Mr Gallagher 6079 and Mr Fortunoff 5655

Mr Fortunoff was appointed to the Compensation Committee on August 2010 and therefore began receiving retainer for service

on the Compensation Committee following such date

Narrative Disclosure to Director Compensation Table

For fiscal year 2010 our non-employee director compensation policy was as follows

an annual grant of restricted shares of our common stock having value equivalent to the Black Scholes value of grant of

options to purchase 10000 shares of our common stock on the date of election to the Board of Directors at the annual meeting

for that year in fiscal year 2010 each non employee director was granted 2235 shares of restncted stock upon such election

an annual retainer of $15000 for service on the full Board of Directors paid either in the form of cash or restricted shares of our

common stock at the election of the applicable director at the beginning of the fiscal year in four equal $3750 installments

following each quarter of service based on the closing price of our common stock on the last trading day of the relevant quarter
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an annual retainer of $4500 for service on the Audit Committee paid either in the form of cash or restricted shares of our

common stock at the election of the applicable director at the beginning of the fiscal year
in four equal $1125 installments

following each quarter of service based on the closing price of our common stock on the last trading day of the relevant quarter

and

an annual retainer of $4500 for service on the Compensation Committee paid either in the form of cash or restricted shares of

our common stock at the election of the applicable director at the beginning of the fiscal
year

in four equal $1125 installments

following each quarter of service based on the closing price of our common stock on the last trading day of the relevant quarter

Each of Messrs Gallagher and Fortunoff elected to receive the quarterly payments
of retainer amounts described above in restricted shares of

our common stock while Messrs Shamash and Levin elected to receive such retainer payments in cash

Non-employee directors do not receive additional compensation for service on the Nominating Committee nor do they receive meeting fees

All restricted shares of common stock previously issued to directors are subject to the terms of the of American Medical Alert Corp 2005

Stock Incentive Plan and are subject to one-year lock-up period from the grant date during which they are not transferable All future grants

of restricted shares of common stock to directors will be made pursuant to the terms and conditions of the 2010 Equity Plan

The Company reimburses all directors for travel and other reasonable and necessary business expenses incurred in the performance of their

services for the Company and extends coverage to them under the Companys directors and officers indemnity insurance policies

Compensation Committee Report on Executive Compensation

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis with management and based on such

review and discussion it has recommended to the Board of Directors that the Compensation Discussion and Analysis be included in this

Annual Report on Form 10-K for the fiscal year ended December 31 2010

THE COMPENSATION COMMITTEE

Yacov Shamash

Ronald Levin

John S.T Gallagher

Gregory Fortunoff

Compensation Committee Interlocks and Insider Participation

During fiscal year 2010 Messrs Shamash Levm Gallagher and Fortunoff served as members of AMACs Compensation Committee None of

the members of the Compensation Committee has ever been an officer or employee of AMAC During all or part of fiscal year
2010 none of

AMACs executive officers served as member of the Board of Directors or compensation committee of any other company that had one or

more executive officers serving as member of AMACs Board of Directors or Compensation Committee

Compensation Risks

AMACs management and the Compensation Committee have reviewed AMACs compensation policies and practices for its named executive

officers and other employees and have concluded that any risks arising from AMACs compensation policies and programs are not reasonably

likely to have material adverse effect on AMAC
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ITEM 12 Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Securities Authorized for Issuance under Equity Compensation Plans

The following table sets forth information about secunties authonzed for issuance under AMACs equity compensation plans as of

December 31 2010 including the 2000 Stock Option Plan the 2005 Stock Incentive Plan and the 2010 Equity Incentive Plan

Number of securities

to be issued upon

exercise of

outstanding

options warrants

and rizhts

Weighted-average

exercise

price of outstanding

options warrants and

rights

Number of securities

remaining available

for

future issuance under

equity compensation

plans excluding

securities reflected in

columnPlan Category

Includes 718343 shares subject to stock options all of which were granted under the 2000 Equity Plan and the 2005 Equity Plan

ii 11500 performance-based shares granted under the 2005 Equity Plan iii 18000 performance-based shares granted under the

2010 Equity Plan and iv 46500 restricted stock units granted under the 2010 Equity Plan subject to execution of the applicable

award agreements

This amount represents the weighted average exercise price of $3.85 of 718343 shares subject to outstanding stock options This

amount does not represent the $0 exercise price as there is no exercise price of 11500 performance-based shares granted under

the 2005 Equity Plan ii 18000 performance-based shares granted under the 2010 Equity Plan and iii 46500 restricted stock units

granted under the 2010 Equity Plan
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Following the approval of the 2010 Equity Plan the Company is no longer utilizing the 2005 Equity Plan and therefore this number

does not include shares of AMACs common stock that would have otherwise been available for issuance under the 2005 Equity

Plan The 2000 Plan expired on March 17 2010 so there are no additional shares available for issuance thereunder

On October 26 2009 AMAC issued in connection with strategic business relationship warrant to purchase 10000 shares of

our corn non stock of which 5000 shares vested immediately and 5000 thares vested one year from the grant date which is

exercisable for five year term from the applicable vesting date and ii warrant the Performance Warrant to purchase

number of shares of our common stock determined by formula based on future levels of business activity in connection with such

strategic business relationship which is exercisable for five year term from the grant date subject to earlier termination in the event

of the termination of the strategic business relationship As of December 31 2010 512 shares were issuable under the Performance

Warrant based on the specified criteria Each warrant has per share exercise price of $5.93

Ownership of AMAC Common Stock

The following table sets forth certain information regarding beneficial ownership of AMACs common stock as of March 25 2011 by each

person who is known by AMAC to beneficially own more than five percent of AMACs common stock ii each of AMACs current directors

iii each of the named executive officers in the Summary Compensation Table and iv all executive officers and directors as group

Name and address of Beneficial

Owner

Shares of

Common Stock

Beneficially

Owned
Percentage

of Class

5% Stockholders

Discovery Group LLC

Daniel Donoghue

Michael Mwpby
191 North Wacker Drive

Suite 1685

Chicago Illinois 60606 743635 7.8 0A

Kinderhook Partners L.P

Kinderhook GP LLC

Tushar Shah

Stephen Clearman

do IT One Executive

Ronald Levin

184 Greenway Road

LidoBeachNYI1561 1365107 1.4A

John S.T Gallagher

26 Woodfield Road

Stony Brook NY 11790 350548
Frederic Siegel 4092429 4.2A

Yacov Shamash PH.D

Quaker Hill Road

StonyBrookNY 11790 6031010

JackRhian 36195311 3.8A

Richard Rallo 11065212 1.2A

Randi Baldwin 5495113

Gregory Fortunoff

25 Montrose Court

RoslynNY 11576 83561414 8.7A

All executive officers and directors as group persons 2898743 29.1

Less than one percent

Directors and Named Executive Officers
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Except as otherwise indicated the address of each individual listed is do the Company at 3265 Lawson Boulevard Oceanside New
York 11572

This table is based upon information supplied by officers directors and stockholders and Schedules 13D and 13G filed with the

Securities and Exchange Commission the SEC Unless otherwise indicated in the footnotes to this table and subject to

community property laws where applicable the Company believes that each of the stockholders named in this table has sole voting

and investment power with respect to the shares indicated as beneficially owned Applicable percentages are based on 9569510
shares outstanding on March 25 2011 adjusted as required by rules promulgated by the SEC

person
is deemed to be the beneficial owner of securities that can be acquired by such person currently or within 60 days upon the

exercise of any option warrant or right or upon conversion of any security in any case the Currently Exercisable Right Each

beneficial owners percentage ownership is determined by assuming that the Currently Exercisable Rights that are held by such

person but not those held by any
other person have been exercised and shares issued upon such assumed exercise are considered

outstanding only for the
purpose

of computing the percentage of outstanding Common Stock assumed to be owned by the holder

based on the assumed exercise of such rights but except for the calculation of beneficial ownership by all directors and executive

officers as group are not considered outstanding for the purpose of computing the percentage of outstanding Common Stock

owned by any
other

person
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Based on the Schedule 3D/A filed with the SEC on June 17 2010 by Discovery Equity Partners L.P Discovery Group LLC
Daniel Donoghue and Michael Murphy Discovery Group is the sole general partner of Discovery Equity Partners L.P and has

sole discretionary investment authority with respect to Discovery Equity Partners shares of the Companys common stock Daniel

Donoghue and Michael Murphy are the sole managing members of Discovery Group As consequence Discovery Group and

Messrs Donoghue and Murphy share beneficial ownership of all the shares of the Companys common stock owned by Discovery

Group and Discovery Equity Partners while Discovery Equity Partners shares beneficial ownership with Discovery Group and Messrs

Donoghue and Murphy of only the 641208 shares of Common Stock owned by it

Based on the Schedule 13G/A filed with the SEC on February 14 2011 by Kinderhook Partners L.P Kinderhook GP LLC Tushar

Shah and Stephen Clearman Kinderhook Partners L.P Kinderhook GP LLC Tushar Shah and Stephen Clearman have disclosed

shared voting and dispositive power over such shares Based on the Schedule 13G filed with the SEC on July 20 2010 by Goldman

Capital Management Inc Goldman Capital Management Inc has sole voting and dispositive power with respect to such shares of the

Companys common stock

Based on the Schedule 13G filed with the SEC on July 20 2010 by Goldman Capital Management Inc Goldman Capital

Management Inc has sole voting and dispositive power with respect to such shares of the Companys common stock

Includes 24000 shares held by Mr Siegels wife and 19300 shares held as custodian for his son Mr Siegel has pledged 138330

shares of the Companys common stock to secure certain indebtedness

Includes 30000 shares issuable upon the exercise of currently exercisable stock options Also includes 15700 shares owned by Mr

Levins wife as to which Mr Levin disclaims beneficial ownership Mr Levin maintains margin securities accounts at brokerage firms

and the positions held in such margin accounts which may from time to time include shares of the Companys common stock are

pledged as collateral security for the repayment of debit balances if any in the accounts At March 25 2011 Mr Levin held 47300

share in such accounts

Includes 10000 shares issuable upon the exercise of currently exercisable stock options

Includes 123926 shares issuable upon the exercise of currently exercisable stock options Also includes 500 performance shares earned

with respect to year end 2010

10 Includes 30000 shares issuable upon the exercise of currently exercisable stock options

11 Includes 93199 shares issuable upon the exercise of currently exercisable stock options and 48000 shares owned by Mr Rhians

wife

12 Includes 78626 shares issuable upon the exercise of currently exercisable stock options

13 Includes 57680 shares issuable upon the exercise of currently exercisable stock options

14 Includes 10000 shares issuable upon the exercise of currently exercisable stock options Also includes 17700 shares held as custodian

for his two minor children and 49000 shares held in GRAT for the benefit of his minor children over which Mr Fortunoff maintains

voting and investment power Mr Fortunoff maintains margin securities accounts at brokerage firms and the positions held in such

margin accounts which may from time to time include shares of the Companys common stock are pledged as collateral security for

the repayment of debit balances if any in the accounts At March 25 2011 Mr Fortunoff held 824636 shares in such accounts
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ITEM 13 Certain Relationships and Related Transactions and Director Independence

Director Independence

In making independence determinations the Board of Directors observes all criteria for independence established by the SEC and the Nasdaq

Stock Market NASDAQ and considers all relevant facts and circumstances

The Board of Directors reviewed all relationships between the Company and each director and director nominee and has determined that

Messrs Levin Shamash Gallagher and Fortunoff are each independent directors under such standards and rules of the SEC and the

additional independence requirements for members of the Audit Committee contemplated by the NASDAQ Listing Standards and by Rule

1OA-3 of the Securities Exchange Act of 1934 as amended Exchange Act The Board of Directors has also determined that each member

of the Audit Committee the Compensation Committee and the Nominating Committee is independent within the meaning of the NASDAQ

Listing Standards and rules of the SEC In making these determinations the Board of Directors considered relationships that exist between the

Company and other organizations the directors serve and that in the ordinary course of business transactions may occur between the Company

and such organizations

Related Party Transactions Policy

The Audit Committee recognizes that related party transactions present heightened risk of conflicts of interest and/or improper valuation or

the
perception or appearance thereof The Board of Directors has adopted Related Party Transactions Policy the Policy to be followed in

connection with all related party transactions involving AMAC This Policy may be found on AMACs website at www.amac.com under the

Investor Relations Corporate Governance headings

For purposes of the Policy Related Party is

Each director and executive officer of AMAC

Any nominees for election as director of AMAC

Any security holder who is known by AMAC to own of record or beneficially own more than 5% of any class of AMACs voting

securities and

Any immediate family member of any of the foregoing persons including persons sharing such persons hotisehold Other than an

employee or tenant

For purposes of the Policy related party transaction is any transaction or series of transactions in which AMAC participates and Related

Party has direct or indirect material interest such as sales purchase and transfers of real or personal property use of property and equipment

by lease or otherwise services received or furnished and borrowings and lendings including guarantees Examples of transaction in which

Related Party would have direct or indirect material interest include transactions between AJvIAC and any entity that is owned or controlled

by Related Party or an entity in which Related Party has substantial interest or control
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The Board of Directors has determined that the Audit Committee is best suited to review and approve related party transactions other than those

related to compensation Compensation arrangements reviewed by the Compensation Committee are not subject to the Policy and are not

required to be reviewed by the Audit Committee Messrs Shamash Levin Gallagher and Fortunoff all of whom were determined by the

Board to be independent are the sole members of the Audit Committee In evaluating related party transaction the Audit Committee shall in

its judgment consider the relevant facts and circumstances of the related party transaction and any of the following factors that are relevant

The position or relationship of the Related Party at or with AMAC

The materiality of the transaction to the Related Party including the dollar value of the transaction

The business purpose for and reasonableness of the transaction

Whether the related party transaction is comparable to transaction that could be available on an arms-length basis

Whether the related party transaction would cause AMAC to be in violation of Nasdaq listing standards or the listing standards of

any other exchange or market constituting AMACs primary trading market and

The effect of the transaction on AIvIACs business and operations

During fiscal year 2010 AMAC engaged in the followrng related party transactions

AMACs executive offices and back-up Emergency Response Center are located in 5600 square foot facility at 3265 Lawson Boulevard

Oceanside New York On January 1995 AMAC entered into five-year operating lease with Howard Siegel Chairman of the Board

and Senior Advisor to lease this space In February 1998 the lease was extended until September 30 2007 and subsequently through

additional extensions has been extended through December 2012 The lease currently provides for base annual rent of $133963 plus

reimbursements for real estate taxes and other operating expenses During fiscal year 2010 AMAC paid $139427 to Ivfr Siegel in

connection with the foregoing arrangement

AMAC entered mto an at will employment agreement with Howard Siegel effective January 2010 under which Mr Siegel serves as Senior

Advisor to the President and Chief Executive Officer Under this employment agreement AMAC has agreed to pay Mr Siegel salary of

$125000 per year In addition AJvIAC has agreed to provide Mr Siegel with the use of suitable automobile leased by AMAC including any

insurance costs with all reasonable expenses of operation related to performance of his duties AMAC has also agreed to reimburse Mr Siegel

for the cost of his U.S Medicare coverage The foregoing transaction was reviewed and recommended for approval to the Board of Directors

by the Compensation Committee and was then approved by the Board of Directors based on the recommendation of the Compensation

Committee During fiscal year 2010 AMAC paid $129674 to Mr Siegel in connection with the foregoing arrangement
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Item 14 Principal Accounting Fees and Services

Fees Paid to the Independent Auditors

During the fiscal years ended December 31 2009 and December 31 2010 professional services were performed for AMAC by Margolin

Winer Evens LLP MWE AMACs independent registered public accounting firm MWE currently serves as the Companys independent

registered public accounting firm and has served as such since 1995 Set forth below is information relating to the
aggregate fees billed by

MWB for professional services rendered foreach such fiscal year

Fiscal Year Ended

December 31 December 31

2010 2009

Ii

Audit-Related Fees 14000 13000
It rtiMk$ 1J1

All Other Fees

II 33Q

Audit Fees are fees billed for services performed for the audit of the consolidated financial statements included in our Form 10-K the

review of condemed consolidated financial statements included in our Form 10-Q and other services that are normally provided by the

independent registered public accounting firm in connection with statutory and regulatory filings or engagements

Audit Related Fees are fees billed for assurance and related services that were performed that are traditionally performed by our

independent registered public accounting firm More specifically these services include employee benefit plan audits and consultations

concerning financial accounting and reporting

Tax Fees are fees billed for all professional services performed by our independent registered public accounting firms tax division except

those services related to the audit of our fmancial statements These include fees for preparation of corporate tax returns services performed on

sales tax matters assistance with tax audits tax planning and tax advice
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Pre-Approval Policy for Services by Independent Registered Public Accounting Firm

The Audit Committee has implemented procedures for the pre-approval of all engagements of the AMACs independent registered public

accounting firm for both audit and permissible non-audit services including the fees and terms of each engagement subject to certain permitted

statutory de minimus exceptions The Audit Committee annually meets with the independent registered public accounting firm and reviews

and pre-approves
all audit and nudit-related services prior to the commencement of the audit engagement The Audit Committee will discuss

any non-audit services with management and as necessary with the independent registered public accounting firm prior to making any

determination to approve or reject any such engagement All audit audit-related and tax fees for fiscal year
2010 were pre-approved by the

Audit Committee

Item 15 Exhibits And Financial Statement Schedules

Financial Financial Statements

Statements Report of Independent Registered Accounting Firm

Consolidated Balance Sheets

Consolidated Statements of Income

Consolidated Statements of Shareholders Equity

Consolidated Statements of Cash Flows

Notes to Financial Statements

Financial Statements Schedules Schedule II Valuation and Qualifying Accounts

Financial Statements Lifecomm

Exhibits The required exhibits are mcluded at the end of tius report and are descnbed the Exhibit Index

below

Exhibit Index

Exhibit No Identification of Exhibit

3a Certificate of Incorporation of the Company as amended

3b Amended and Restated By-Laws of the Company

10a Form of Indemnification Agreement between the Company and its Directors and Executive Officers

lOb Employment Agreement dated as of December 30 2010 between the Company and Jack Rhian Incorporated

by reference to Exhibit 10.1 to the Companys Form 8-K filed with the SEC on January 62011

10c Employment Agreement dated December 10 2009 and effective as of January 2010 between the Company

and Howard Siegel Incorporated by reference to Exhibit 10b to the Companys Form 10-K for the year

ended December 31 2009
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10d Employment Agreement dated as of December 30 2010 between the Company and Frederic Siegel

Incorporated by reference to the Companys Form 8-K filed with the SEC on January 2011

l0e Employment Agreement dated January 19 2009 between the Company and Richard Rallo Incorporated by

reference to Exhibit 10.1 of the Companys Form 8-K filed on January 23 2009

10f Employment Agreement dated as of July 2009 between American Medical Alert Corp and Randi Baldwin

Incorporated by reference to Exhibit 10.1 of the Companys Form 8-K filed on July 2009

10gi Lease for the premises located at 3265 Lawson Boulevard Oceanside New York Incorporated by reference to

Exhibit 10h to the Companys Form 10-KSB for the year ended December 31 1994

l0gii Amendment to Lease for the premises located at 3265 Lawson Boulevard Oceanside New York Incorporated

by reference to Exhibit 10i to the Companys Form l0-KSB for the year ended December31 1997

10giii Amendment to Lease for the premises located at 3265 Lawson Boulevard Oceanside New York Incorporated

by reference to Exhibit 10i to the Companys Form l0-KSB for the year ended December 31 1997

10hi Lease for the premises located at 33-3 33 rd Street Long Island City New York dated January 14 2002

Incorporated by reference to Exhibit 10mi of the Companys Form 10-KSB for the year ended December 31

2001

10hii Lease Amendment and Modification for the premises located at 33-36 33rd Street Long Island City New York

Incorporated by reference to Exhibit 10mii of the Companys Form 10-KSB for the year ended December 31

2001

10hiii Lease for the premises located at 36-3 33 rd Street Long Island City NY dated August 10 2005 Incorporated

by reference to Exhibit 10.3 of the Company Form lO-QSB/A filed on November 18 2005

10hiv Lease for the premises located at 36-36 33 rd Street Long Island City NY dated October 25 2005 Incorporated

by reference to Exhibit 10.4 of the Companys Form lO-QSB/A filed on November 18 2005

lOhv Lease Modification Agreement for the premises located at 33-36 33rd Street Lotig Island City New York dated

September 22 2010

10i 2000 Stock Option Plan Incorporated by reference to Exhibit of the Companys Defmitive Proxy Statement

filed with the Commission and dated June 2000

93



10ji

l0jii

2005 Stock Incentive Plan Incorporated by reference to Exhibit of the Companys Definitive Proxy Statement

filed on June 30 2005

Text of Amendment to 2005 Stock Incentive Plan Incorporated by reference to Exhibit 10.4iii of the

Companys Form 8-K filed on January 26 2006

10k

101

l0m

10ni

10nii

l0niii

10niv

l0nv

10nvi

l0nvii

2010 Equity Incentive Plan Incorporated by reference to Appendix of the Company Definitive Proxy filed

with the SEC on July 2010

Form of Stock Option Award Agreement under the 2010 Equity 1ncentive Plan

Form of Time-Based Restricted Stock Unit Award Agreement under the 2010 Equity Incentive Plan

Credit Agreement dated as of May 20 2002 by and between the Company and the Bank of New York

Incorporated by reference to Exhibit 10t of the Companys Form 10-KSB for the year ended December 31

2002

Amendment to Credit Agreement dated March 28 2005 between the Company and the Bank of New York

Incorporated by reference to Exhibit l0tii of the Companys Form 0-KSB for the year ended December 31

2004

Amendment to Credit Agreement dated December 2005 between the Company and the Bank of New York

Incorporated by reference to Exhibit 10.2 of the Companys Form 8-K filed on December 14 2005

Amendment to Credit Agreement dated March 16 2006 between the Company and the Bank of New

York Incorporated by reference to Exhibit 10tiv to the Companys Form 10-KSB for the year ended

December 31 2005

Amendment to Credit Agreement dated December 22 2006 between the Company and JPMorgan

Chase Incorporated by reference to Exhibit 10tv of the CompanysForm 10-K for
year

ended December 31

2006

Amendment to Credit Agreement dated August 142006 between the Company and JPMorgan Chase

Amendment to Credit Agreement dated April 30 2007 between the Company and JPMorgan

Chase Incorporated by reference to Exhibit 10tvi of the Companys Form 10-K for year ended December

312007

10nviii Amendment to Credit Agreement dated November 2007 between the Company and JPMorgan

Chase Incorporated by reference to Exhibit 10tvii of the CompanysForm 10-K for
year

ended December

31 2007
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10nix Amendment to Credit Agreement dated March 27 2008 between the Company and JPMorgan Chase

Incorporated by reference to Exhibit 10tviii of the Companys Form 10-K for
year ended December 31

2007

10nx Amendment to Credit Agreement dated August 13 2009 between the Company and JPMorgan

Chase Incorporated by reference to Exhibit 10.1 of the Companys Form 10-Q for the quarter ended June 30

2009

10nxi Amendment to Credit Agreement dated May 12 2010 between the Company and JPMorgan Chase

10nxii Amendment to Credit Agreement dated June 29 2010 between the Company and JPMorgan Chase

10nxiii Amendment to Credit Agreement dated June 292010 between the Company and JPMorgan Chase

10o Limited Liability Company Agreement of Lifecomm LLC confidential treatment has been requested for certain

portions of this exhibit pursuant to the rules and regulations of the Securities Exchange Act of 1934 as

amended which portions have been omitted and have been filed separately with the Securities and Exchange

Commission Omitted portions are indicated in this exhibit with by reference to Exhibit

10.1 to the Companys 10-QIA filed with the SEC on March 82011

10p Value Added Reseller Agreement made and entered into as of the 12th day of May 2010 by and between

American Medical Alert Corp and Lifecomm LLC confidential treatment will be requested for certain

portions of this exhibit pursuant to the rules and regulations of the Securities Exchange Act of 1934 as

amended which portions have been omitted and have been filed separately with the Securities and Exchange

Commission Omitted portions are indicated in this exhibit with by reference to Exhibit

10.2 to the Companys 10-Q/A filed with the SEC on March 82011

21 Subsidiaries of the Company

23.1 Consent of Margolin Winer Evens LLP

23.2 Consent of PricewaterhouseCoopers LLP

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Filed herewith

Management contract or compensatory plan or arrangement
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SIGNATURES

In accordance with Section 13 or 15d of the Exchange Act the registrant caused this report to be signed on its behalf by the

undersigned thereunto duly authorized

Dated March31 2011

AME1UCAN MEDICAL ALERT CORP

By Is Jack Rhian

Jack Rhian

Chief Executive Officer and President

In accordance with the Exchange Act this report has been signed below by thefollowing persons on behalf of the registrant and in the

capacities and on the dates indicated

Is Howard Siegel

Howard Siegel

Chairman of the Board

and Director

Is Jack Rhian

Jack Rhian

Is Ronald Levin

Ronald Levin

Chief Executive Officer

and President

Director

March31 2011

March 31 2011

March31 2011

Is Frederic Siegel

Frederic Siegel

Executive Vice President

and Director

March 31 2011

Is Yacov Shamash

Dr Yacov Sharnash

Is Gregory Fortunoff

Gregory Fortunoff

Director

Director

March 31 2011

March 31 2011

Is Richard Rallo

Richard Rallo

Chief Financial Officer March 31 2011

March 31 2011

Is/John S.T Gallagher

John S.T Gallagher

Director
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Report of Independent Registered Public Accounting Firm

Board of Directors and Shareholders

American Medical Alert Corp and Subsidiaries

Oceanside New York

We have audited the accompanying consolidated balance sheets of American Medical Alert Corp and Subsidiaries as of December 31 2010

and 2009 and the related consolidated statements of income shareholders equity and cash flows for each of the three years in the period ended

December 31 2010 We have also audited the financial statement schedule listed in the accompanying index These consolidated fmancial

statements and schedule are the responsibility of the Companys management Our responsibility is to express an opinion on these consolidated

financial statements and schedule based on our audits We did not audit the 2010 fmancial statements of Lifecomm LLC an investment

which as discussed in Note to the fmancial statements is accounted for using the equity method of accounting The investment in

Lifecomm LLC was $2970210 as of December 31 2010 and the equity in its net loss was $1180126 for the period from May 12 2010

inception to December 31 2010 The financial statements of Lifecomm LLC were audited by other auditors whose report has been furnished

to tis and our opinion insofar as it relates to the amounts included for Lifecomm LLC is based solely on the report of the other auditors

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board United States Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material

misstatement An audit includes examining on test basis evidence supporting the amounts and disclosures in the financial statements An

audit also includes assessing the accounting principles used and significant estimates made by management as well as evaluating the overall

fmancial statement presentation We believe that our audits and the report of the other auditors provide reasonable basis for our opinion

In our opinion based on our audits and the report of the other auditors the consolidated fmancial statements referred to above present fairly in

all material respects the financial position of American Medical Alert Corp and Subsidiaries as of December 31 2010 and 2009 and the

results of their operations and their cash flows for each of the three years in the period ended December 31 2010 in conformity with

accounting principles generally accepted in the United States of America Also in our opinion the related fmancial statement schedule when

considered in relation to the basic financial statements taken as whole presents fairly in all material respects the information set forth

therein

Margolin Winer Evens LLP

Garden City New York

March 31 2011

F-i
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AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31 2010 2009

ASSETS

Current issets

Cash 4090528 5498448

Accounts receivable net of allowance for doubtlul accoit of $452000 in 2010 and $582500 ir

2009 1497367 6277247

Inventory 1005488 1105727

Prepaid income taxes 610479 134081

Prepaid expenses
and other current assets 364747 345465

Deferred income tax 219000 419000

Total Current Assets 13787609 13779968

Fhed Assets at cost

Medical devices 15792494 18212584

Monitoring equipment 3970479 3632680
Furniture and equipment 3230633 3289035

Leasehold improvements 1511103 1457931

Automobiles 234409 279784

24739118 26872014

Less accumulated depreciation and amortization 17544099 18115187

7195019 8756827

Other Assets

Intangible assets net of accumulated amortization of $6864657 and $6080825 in 2010 and 2009 1350936 2026011

Goodwill 10842352 10255983

Investment in limited liability company 2970210
Other assets including inventory of $407615 in 2010 1371359

16534857 13291829

Total Assets 37517485 35828624

The accompanying notes are an integral part of these financial statements
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2010 2009

AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

December 31 _____________ _____________

LIABILITIES AND SHAREHOLDERS EQUITY

Current Liabilities

Current portion of long-term debt 660000 1301667

Accounts payable 732849 621235

Accrued expense acquisitions 105807 35048

Accrued expenses 2013152 1698320

Dividends payable 950364

Deferred revenue 231825 227004

Total Current Liabilities 3743633 4833638

Deferred Income Tax 1228000 1235000

Long-Term Debt Net of Current Portion 2150000 1195000

Customer Deposits 101499 126449

Accrued Rental Obiigation 566235 522154

Accrued Expense Acquisition 72300

Total Liabilities 7861667 7912241

Commitments and Contingencies

Shareholders Equity

Preferred stock 8.01 par value Authorized 1000000 shares none issued and outstanding

Common stock 8.01 par value Authorized 20000000 shares Issued 9618083 shares in 2010 and

9568087 shares in 2009 96181 95681

Additional paid-in capital 16606018 16296615

Retained earnings 13090196 11660664

29792395 28052960

Less treasury stock at cost 48573 shares in 2010 and 2009 136577 136577

Total Shareholders Equity 296558th 27916383

Total Liabilities and Shareholders Equity 37517485 35828624

The accompanying notes are an integral part of these financial statements

F-3
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AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

Years Ended December 31 2010 2009 2008

Revenue

Services 39782548 38592761 37380556

Product sales 988321 933180 1269546

40770869 39525941 38650102

Costs and Expenses Income
Costs related to services 18331457 18034661 18102883

Cost of products sold 441338 436529 553593

Selling general and administrative expenses 16850333 16364032 16652255

Interest expense 61283 76181 279451

Equity in net loss from investment in limited liability company 1180126

Loss on abandonment 886504

Other income net of expense 29234 199975 271185

36835303 34711428 36203501

income Before Provision for Income Taxes 3935566 4814513 2446601

Provision for Income Taxes 1925000 7000

F-4

ihDividends Declared Per hare

The accompanying notes are an integral part of these financial statements
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AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY

Years Ended December 31 2010 2009 and 2008

COMMON STOCK

ADDITIONA

NUMBER
TREASUR

OF PAID-IN RETAINED

SHARES AMOUNT CAPITAL EARNINGS STOCK TOTAL

BalanceJanuary 12008 9385880 93859 15421227 8281914 126335 23670665

Issuance of Common Stock- Employees 8833 188 124087 124275

Issuance of Common Stock Directors 26827 268 144321 144589

Issuance of Stock Options 56250 56250

Exercise of Stock Options 61862 619 125420 126039

Purchase of Treasury Stock cost of 1775 shares 10242 10242

Net Income for the Year Ended December31 2008 1439601 1439601

Balance -December 31 2008 9493402 94934 15871305 9721515 136577 25551177

Issuance of Common Stock- Employees 49500 495 263986 264481

Issuance of Common Stock Directors 25185 252 145014 145326

Issuance of Stock Options 6250 6250

Issuance of Warrants 10000 10000

Dividends Declared $0.10 per share 950364 950364

Net Income for the Year Ended December 31 2009 2889513 2889513

Balance December 31 2009 9568087 95681 16296615 11660664 136577 27916383

Issuance of Common Stock Employees 21500 215 131244 131459

Issuance of Common Stock Directors 16204 162 107568 107730

Issuance of Stock Options 8000 8000

Exercise of Stock Options 12292 123 49507 49630

Income Tax Benefit of Stock Options Exercised 13084 13084

Dividends Declared $0.10 per share 956034 956034

Net Income for the Year Ended December 31 2010 2385566 2385566

Balance-December 2010 9618083 96181 16606018 13090196 136577 29655818

The accompanying notes are an integral part of these financial statements F-5
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AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years Ended December 31 2010 2009 2008

Cash Flows from Operating Activities

Net income 2385566 2889513 1439601

Adjustments to reconcile net income to net cash provided by operating activities

Provision benefit for deferred income taxes 193000 34000 178000

Provision for doubtful receivables 180089 202766 241096

Issuance of warrants 10000

Stock compensation charge 247189 416 57 325113

Depreciation and amortization 3789869 4103100 4376317
Loss on disposal of fixed assets 43

Loss on abandonment 886504

Accrued rental obligation 44081 14642 60790

Income tax benefit from stock options exercised 13084

Equity in net loss from investment in limited liability company 1180126

Decrease increase in

Accounts receivable 1395303 478061 587761
Inventory 201901 558131 5140

Prepaid income taxes 476398 81346 93833

Prepaid expenses and other current assets 19282 91089 603681

Increase decrease in

Accounts payable 11614 128100 966845
Accrued expenses and customer deposits 882 390139 176463
Deferred revenue 4821 67878 20781

Net Cash Provided by Operating Activities 6346437 6935725 6499787

Cash flows from Investing Activities

Repayments of note receivable 21117 26954

Purchase of Alpha Message Center Inc 577977
Purchases other 15099 83731
Expenditures for fixed assets 1324546 1417046 2544146
Proceeds from sales of fixed assets 11800

Increase in other assets 58454 43899 14060
Deposits on equipment and software 141359 541703
Payment for account acquisition and licensing agreement 8068
Investment in limited liability company 4150336

Net Cash Used in Investing Activities 6111313 1592554 3156686

Cash Flows from Financing Activities

Proceeds from long-term debt 2000000 100000

Repayment of long-term debt 1686667 2073282 1638786
Principal payments under capital lease obligations 74440
Payment of accrued expense acquisitions 95239 245174 283464
Purchase of treasury stock 10242
Exercise of stock options and warrants 49630 126039

Payment of loan financing costs 4370
Dividends paid 1906398

Net Cash Used in Financing Activities 1643044 2318456 1780893
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Net Increase Decrease in Cash 1407920 3024715 1562208

Cash beginning of year 5498448 2473733 911525

Cash-endofyear 4090528 5498448 2473733

Supplemental Disclosure of Cash Flow

Information

Cash paid during the year for

Interest 55879 76903 277651

Income taxes 1806957 1833151 863622

Supplemental Schedule of Noncash investing and Financing Activities

Accrued expense acquisitions/additional goodwill

American Mediconnect Inc 38298 259831 229958

Alpha Message Center Inc 178107

Adjustment to purchase of other customer list 30389
Other assets deposits on equipment transferred to fixed assets 225211

Other assets deposits on product transferred to inventory 105476

Dividends declared 950364

The accompanying notes are an integral part ofthesefinancial statements

F-6
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AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Summary of

Significant

Accounting

Policies

Scope of business The Companys portfolio of services includes Health and Safety Monitoring Systems HSMS and

Telephony Based Comnnmication Services TBCS HSMS encompasses Personal Emergency Response Systems

PERS medication adherence appliances telehealth systems and pharmacy security monitoring systems Safe

Corn The Companys PERS business is to sell rent install service and monitor remote communication systems with

personal security and smoke/fire detection capabilities linked to an emergency response monitoring center Medication

adherence appliances provide medication management tools that organize remind and dispense pills to improve

adherence to medication regimens The telehealth system has two main components the first is patient home

monitoring appliance and the second is web based care management software program Safe Com provides personal

safety and asset monitoring to retail pharmacy establishments TBCS encompasses after-hours telephone answering

services daytime solution applications to the healthcare community as well as clinical trial support call center services to

pharmaceutical companies and clinical resource organizations

The Company markets its products primarily to institutional customers including long term care providers retirement

communities hospitals government agencies physicians and group practices as well as individual consumers across the

United States

Consolidation policy The accompanying consolidated financial statements include the counts of American Medical

Alert Corp and its wholly owned subsidiaries together the Company All material mter company balances and

transactions have been eliminated

Accounts receivable Accounts receivable are reported in the balance sheet at their outstandmg prmcipal balance net of

an estimated allowance for doubtful accounts Sales terms isually provide for payment within 30 to 90 days of

billmg An allowance for doubtful accounts is estimated based upon review of outstanding receivables historical

collection information and existing economic conditions During the years ended December 2010 2009 and 2008

provisions for doubtful accounts of approximately $180000 $203000 and $241000 respectively were charged to

mcome and mcluded general and administrative expenses Accounts receivable nre charged agamst the allowance

when substantially all collection efforts cease Recoveries of accounts receiyable previously charged off are recorded

when received

Inventory valuation Inventory consisting of fmished goods held for resale and component parts is valued at the lower

of cost first-in first-out or market Finished goods were valued at approximately $891000 and $441000 at December

31 2010 and 2009 respectively Component parts excluding reserves were valued at approximately $605000 and

$689000 at December 31 2010 and 2009 respectively Approximately $408000 of the inventory is included in the

other non-current assets at December 31 2010 and no inventory is included in the non-current assets at December 31

2009 The Company has reserves on certain component parts inventory aggregating approximately $83000 and $24000

at December 31 2010 and 2009 respectively
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Fixed assets Depreciation is computed by the straight-line method at rates adequate to allocate
the cost of applicable

assets over their expected useful lives as follows

Medical devices years

Monitoring equipment years

Furniture and equipment years

Automobiles years

Amortization of leasehold improvements is provided on straight-line basis over the shorter of the useful life of the asset

or the term of the lease

In accordance with Accounting Standard Codification ASC Topic 360 Property Plant and Equipment the Company

reviews its fixed assets and intangible assets with fmite lives for impairment when there are indications that the carrying

amounts of these assets may not be recoverable No write-down on fixed assets was recorded in 2010 and 2009 In 2008

the Company wrote-off fixed assets of approximately $37000 relating to loss on abandonment as described in Note

Goodwifi and other intangible assets Goodwill represents the cost in excess of the fair value of the tangible and

identifiable intangible net assets of businesses acquired Goodwill and indefinite life intangible assets are not amortized

but are subject to annual impairment tests The Company completed the annual impairment test during the fourth

quarter As of December 31 2010 and 2009 no evidence impairment existed

Other intangible assets with finite lives are amortized on straight-line basis over the periods of expected benefit The

Companys other intangible assets include trade accounts and trade names collectively account acquisitions

which are amortized over their estimated lives of three to ten years noncompete agreements which are being

amortized over their contractual lives of five years customer lists which are being amortized over five to seven years

and licensing agreement which was being amortized over the term of the related agreement

Investment in limited liability company The Company owns minority interest of approximately 10% and is not the

primary beneficiary in an unconsolidated limited liability company The Companys investment in the unconsolidated

limited liability company is recorded using the equity method of accounting whereby the original investment is recorded

at cost and subsequently adjusted for contributions distributions and net income loss attributable to such limited

liability company All income and loss are allocated to the limited liability company members in accordance with the

terms of the limited liability company agreement And impairment charge is recognized for an investment accounted for

under the equity method when an other than temporary decline in its carrying value has occurred
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Income taxes The Company accounts for income taxes in accordance with ASC Topic 740 Income Taxes pursuant to

which deferred taxes are determined based on the differences between the financial statement and tax bases of assets and

liabilities using enacted tax rates as well as any net operating loss or tax credit carryforwards expected to reduce taxes

payable in future years

Revenue recognition HSMS revenue principally consists of fixed monthly charges covering the rental of the PERS
telehealth units and Safe Corn units as well as the monitoring of the PERS and telehealth units With respect to certain

agreements the Company may charge an activation fee In instances where this occurs the Company recognizes revenue

on straight-line basis over the estimated period subscriber will be online

The remainder of revenue is derived from product sales and the installation of PERS equipment The Company

recognizes revenue from product sales at the time of delivery Installation service revenue is recognized when the service

is provided. Expenses incurred in connection with installation services are also recognized at this time Installation

services in4ude the actual installation of the monitoring equipment the testing of the units and instructing the customer

how to operate and use the equipment Installation services represented approximately 1% of total revenues for 2010

2009 and 2008 respectively

In the TBCS segment revenue is primarily derived from monthly services pursuant to contracts Certain charges and

fees arebilled on monthly basis in advance Certain TBCS customers are billed in advance on semi-annual and

annual basis Unearned revenue is deferred and recognized as services are rendered In addition certain charges and fees

are billed on monthly basis in arrears Total unbilled accounts receivable for TBCS of approximately $1021000 and

$889000wereincluded in accounts receivable at December 31 2010 and 2009 respectively

None of the Companys billings are based on estimates

Sales taxes collected from customers and remitted to governmental authorities are accounted for on net basis and

therefore are excluded from revenues in the consolidated statements of income
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Advertising The Company expenses advertising costs as incurred Advertising costs which are included in selling

general and administrative expenses for the years ended December 31 2010 2009 and 2008 were approximately

$1387000 $569000 and $1134000 respectively

Research and development costs Research and development costs which are expensed and included in selling

general and administrative expenses were approximately $119000 $308000 and $330000 for the years ended

December 31 2010 2009 and 2008 respectively

Income per share Earnings per share data for the years ended December 2010 2009 and 2008 are presented in

conformity with ASC Topic 260 Earnings Per Share

The following table is reconciliation of the numerators and denominators in computing earnings per share

Income Shares Per-Share

Numerator Denominator Amounts

2010

Basic EPS

Income available to common shareholders 2385566 9550345 .25

Effect of dilutive securities

Options and warrants 286518

Diluted EPS

Income available to common shareholders and assumed conversions 2385566 9836863 .24

2009

Basic EPS

Income available to common shareholders 2889513 9482351 .30

Effect of dilutive securities

Options and warrants 227720

Diluted EPS

Income available to common shareholders and assumed conversions 2889513 9710071 .30

2008

Basic E.PS

income available to common shareholders 1439601 9426912 .15

Effect of dilutive securities

Options 243651

Income available to common shareholders and assumed conversions 1439601 9670563 .15
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Concentration of credit risk Financial instruments which potentially subject the Company to concentration of credit

risk principally consist of accounts receivable from state and local government agencies hospitals and homecare

organizations The risk is mitigated by the Companys procedures for extending credit follow-up of disputes and

receivable collection procedures The Company maintains cash balances with fmancial institution in amounts that at

times exceed the federal governments deposit insurance The Company derived approximately 11% of its revenues

from various Medicaid programs in 2010 2009 and 2008 respectively

Reclassifications Certain amounts in the 2009 and 2008 consolidated financial statements have been reclassified to

conform to the 2010 presentation

Estimates The preparation of fmancial statements in conformity with generally accepted accounting principles requires

management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of

contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses

during the reporting period Accounting estimates in part are based upon assumptions concerning future

events Among the more significant are those that relate to collectability of accounts receivable and the estimated lives

and recoverability of long-lived assets including goodwill investment in limited liability company and other

assets Accounting estimates reflect the best judgment of management and actual results may differ from those estimates

Fair value of financial instruments ASC Topic 825 Financial Instruments requires all entities to disclose the fair

value of certain financial instruments in their financial statements The Company estimates that the fair value of its cash

accounts receivable accounts payable accrued expenses and dividends payable approximates their carrying amounts due

to the short matunty of these instruments Substantially all long term debt bears mterest at vanable rates currently

available to the Company accordingly their carrying amounts approximate their fair value
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Accounting for stock-based compensation Stock-based compensation is recorded in accordance with ASC Topic 718

Compensation Stock Compensation which requires the measurement and recognition of compensation expense for all

share-based payments to employees including grants of stock and employee stock options based on estimated fair

values

The following table summarizes stock-based compensation expense which is included in selling general and

administrative expense related to all share-based payments recognized in the consolidated statements of income

2010 2009 2008

Stock grants other 107730 145326 144589

Service based awards 128144 132481 124275

Performance based awards 3315 132000

Taxbenefits 97354 166353 133291

Stock-based compensation expense net of tax 149835 249704 1.823

Effect on basic and diluted earnings per share 0.02 0.03 0.02

Recent accounting pronouncements In December 2010 the FASB issued Update 2010-29 Disclosure of

Supplementary Pro Forma Information for Business Combinations The amendments in Update 2010-29 specif that if

public entity presents comparative financial statements the entity should disclose revenue and earnings of the combined

entity as though the business combination that occurred during the current year
had occurred as of the beginning of the

comparable prior annual reporting period only Update 2010-29 also expands the supplemental pro
forma disclosures to

include description of the nature and amount of material nonrecurring pro forma adjustments directly attributed to the

business combination included in the pro forma financial data The Company is required to adopt all the provisions of

Update 20 10-29 for any business combinations for which the acquisition date is on or after January 2011 The impact

of the provisions of this guidance on the Companys consolidated financial statements depends upon the nature terms

and size of the acquisitions it will consummate in the future

In December 2010 the FASB issued Update 2010-28 Intangibles Goodwill and Other Topic 350 Update 2010-28

modifies the first step of the goodwill impairment test to include reporting units with zero or negative carrying amounts

For these reporting units the second step of the goodwill impairment test shall be performed to measure the amount of

impairment loss if any when it is more likely than not that goodwill impairment exists Update 2010-28 is effective for

fiscal years and interim periods beginning after December 15 2010 The Company does not believe this guidance will

have material impact on the consolidated financial statements
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Intangible

Assets and

Goodwill

December 31 2009

Gross

Carrying Accumulated

Amount Amortization

Amortization expense of these intangible assets for the years ended December 2010 2009 and 2008 was approximately

$886000 $1053000 and $1230000 respectively and the annual estimated amortization based on the current amount

of intangible assets is approximately as follows

Years Ending December 31

2011 488000

2012 386000

2013 209000

2014 108000

2015 98000

Changes in the carrying amount of goodwill all of which relate to the Companys TBCS segment for the years ended

December 31 2010 and 2009 are as follows

Balance as of January 2009 9996152

Additional Goodwill 259831

Balance as of December 31 2009 10255983
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Intangible assets consist of the following

December 312010

Gross

Canying

Amount

Accumulated

Amortization

Accountacquisitions 1152214 747191 1243457 759598

Noncompete agreements 345000 313833 330000 271229

Customer lists 5603379 4688633 5418379 3934998

Licensing agreement 1115000 1115000 1115000 1115000

Total 8215593 6864657 8106836 6080825

Thereafter 62000
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The addition to goodwill during 2010 consists of $548071 which relates to the acquisition of Alpha Message Center

Inc in September 2010 and $38298 which relates to the additional purchase price of American Mediconnect Inc

based on the cash receipts from the clinical trials portion of the business The addition to goodwill during 2009 relates

to the additional purchase price of American Mediconnect Inc based on the cash receipts from the clinical trials

portion of the business

Acquisition On September 29 2010 the Company acquired substantially all of the assets of Alpha Message Center Inc

Alpha New Jersey based company that provides telephone after-hours answering and pager services The

purchase price of this acquisition consisted of an initial cash payment of $577977 and an accrual of $200000 which

represents the estimated fair value derived using significant unobservable inputs categorized within Level of the fair

value hierarchy of the contingent consideration expected to be paid over the next two years The contingent

consideration is based on the acquisition agreement that calls for the Company to pay the former owner of Alpha

fourteen percent 14% of the cash expected to be collected by the Company excluding sales taxes from certain

revenue g1ierated by Alpha over the next two years The Company estimated the futue contingent consideration

expected to be paid based upon Alphas historic revenue data The Company also incurred fmder and professional

fees of approximately $57000 which are included in selling general and administrative expenses The results of

operations of Alpha are included in the Telephone Based Communications Services TBCS segment as of the date

of acquisition

The following table summarizes the estimated fair values of the assets acquired at the date of acquisition

Accounts Receivable 4906

Fixed assets 25000

Non-compete agreement 15000

Customer list 185000

Goodwill 548071

Cost to acquire Alpha 777977

The purchase price of the acquisition exceeded the fair value of the identifiable net assets acquired inasmuch as the

acquisition was consunmiated to enable the Company to strengthen its position in the area where it was already

operating Furthermore the acquisition was done for the business future cash flows and net earnings as opposed to

solely for the identifiable tangible and intangible assets

On pro forma basis had the Alpha acquisition taken place as of the beginning of the periods presented our results of

operations for those periods would not have been materially affected
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Investment in On May 12 2010 the Company entered into limited liability company agreement with Hughes Telematics Inc and

Limited Qualcomm Incorporated to design develop fmance and operate mobile PERS system The Company invested

Liabffity $4000000 and incurred approximately $150000 in professional fees to acquire minority interest approximately 10%
Company in the new company Lifecomm LLC Lifecomm As part of this transaction the Company borrowed $2000000

from its bank to partially finance this transaction See Note In addition pursuant to the limited liability company

agreement the Company has agreed to fund its share $200000 of stand-by equity commitment for Lifecomms

benefit if required The Companys exposure to loss is limited to the recorded equity investment balance of $2970210

and its share $200000 of stand-by equity commitment if
required

Lifecomm is development stage company and generated net loss of approximately $3600000 during the period from

May 12 2010 inception to December 31 2010 Lifecomm will continue to generate losses as long as it is in

development stage Lifecomrn needs to complete the development of certain operating systems before beginning

commercial operations and generating revenue There is no assurance that Lifecomm will complete in cost effective or

timely manner the development of the operating systems to specifications that will allow it to successfully generate

revenue The management of Lifecomm believes that its cash cash equivalents and short-term investments its

$2000000 stand-by capital commitment from its Members and the projected cash flows expected to be generated by its

service offerings will allow its operations to continue beyond the next twelve months
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In accordance with the limited liability company agreement profits are generally allocated to members in the amount of

and in proportion totheir ownership of the outstanding membership units Losses are generally allocated to members in

the amount of and in proportion to their unreturned capital contributions which for the purposes of determining the

allocation of losses is defined as the aggregate of cash contributions ii the fair value of other contributed assets and

iii the value of in-kind services contributed by the members through the date of determination less iv the fair value of

any assets distributed to the members provided however that any losses generated through May 12 2012 will be

generally allocated to the members first in the amount of and in proportion to the unreturned capital contributions

attributable to only the cash contributions and the value of in-kind services contributed by the members through the date

of determination and then in the amount of and in proportion to the unreturned capital conthbutions attributable to the fair

value of other contributed assets

The Company recorded loss of $1180126 for its share of losses from the equity investment in Lifecomm from May 12

2010 inception to December 31 2010 The equity loss primarily relates to research and development costs as well as

other selling general and administrative expenses
incurred for the development of the next generation mobile PERS

Hughes Telematics Inc HTI parent of Lifecomm and the party who has controlling financial interest in Lifecomm

has determined that Lifecomm is vanable interest entity and that HTI is the pnmary beneficiary The auditor report

included in HTI December 31 2010 annual report on Form 10k indicated that HTI has incurred recurnng operating

losses and has net capital deficiency that raise substantial doubt about HTIs ability to continue as going

concern HTIs management believes that HTIs cash cash equivalents and short-term investments including amounts

raised in February 2011 through the sale of common stock in private placement and the issuance of additional term

indebtedness and its projected cash flows will allow HTI to continue operations beyond the next twelve

months However HTIs management has indicated there is no assurance that HTIs net losses and negative cash flow

will not surpass HTIs expectations and therefore HTI may require additional capital or financing HTIs ability to

continue as going concern would likely directly impact Lifecomm and the successful development of the next

generation mobile PERS

In connection with the formation of Lifecomm the Company entered into Value Added Reseller Agreement VAR
Agreement with Lifecomm Under the VAR Agreement the Company will be reseller of the Mobile PERS Solution

in the United States as well as preferred provider of the
emergency assistance call center EACC component of the

Mobile PERS Solution provided by Lifecomm to customers The Company will be the sole provider of the EACC to the

customers to whom it resells the Mobile PERS Solution The term of the VAR Agreement is perpetual subject to

termination as set forth therein The VAR Agreement contains standard indemnification provisions for agreements of

this nature

Long-Term Long-term debt consists of the following

Debt

December 31

2010 2009

Term loans bank 2060000 1746667

Revolving credit line bank 750000 750000

2810000 2496667

Less current portion of long-term debt 660000 1301667
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Term loans payable and revolving credit line bank The Company had credit facility arrangement for $4500000

which included revolving credit line which permitted borrowings of $1500000 based on eligible receivables as

defmed and $3000000 term loan payable The term loan was payable in equal monthly principal installments of

$50000 over five years commencing Januaiy 2006 This term loan was paid in full during the second quarter of 2010

without any prepayment charge

During 2006 the credit facility was amended whereby the Company obtained $2500000 and $1600000 term loan

the proceeds of which were utilized to finance the acquisitions of MD OnCall and American Mediconnect Inc These

term loans are payable over five years in equal monthly principal installments of $41666.67 and $26666.67

respectively Additionally certain of the covenants were amended The $2500000 term loan was paid in full during the

second quarter of 2010 without any prepayment charge

In December 2006 the credit facility was amended to reduce the interest rates charged by the bank such that borrowmgs

under the term loan will bear interest at either LIBOR plus 2.00% or the prime rate or the federal funds effective

rate plus 0.5% whichever is greater and the revolving credit line bears interest at either LIBOR plus 1.75% or the

prime rate or the federal funds effective rate plus 5% whichever is greater The LIBOR interest rate charge shall be

adjusted in 0.25% intervals based on the Companys ratio of Consolidated Funded Debt to Consolidated EBITDA In the

third quarter of 2007 the interest rate was reduced by 0.25% based on this ratio The Company has the option to choose

between the two interest rate options under the amended term loan and revolving credit line Borrowings under the credit

facility are collateralized by substantially all of the assets of the Company

On April 30 2007 the Company amended its credit facility whereby the term of the revolving credit line was extended

through June 2010 and the amount of credit available under the revolving credit line was increased to $2500000 In

June 2010 the term of the revolving credit line was extended through June 2013

On May 12 2010 the Companys credit facility was amended whereby the Company obtained an additional $2000000

in the form of term loan the proceeds of which were utilized to partially finance its investment in Lifecomm relating to

the development of mobile PERS system See Note above This term loan is payable over five years in equal

monthly principal installments of $33333.33 commencing June 2010 The interest rate is the same as the previous

term loans secured by the Company as described above
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Principal payment requirements Aggregate maturities of long-tenn debt are as follows

Years ending December 31

2011 660000

2012 400000

2013 1150000

2014 400000

2015 200000

2810000

Covenants The above agreements provide for negative and affirmative covenants including those related to working

capital and other borrowings In regards to the dividend declared in December 2009 and July 2010 the Company

received as required waivers from the bank authorizing such dividends As of December 31 2010 and 2009 the

Company was in compliance with the fmancial covenants in its loan agreement

Income Taxes The provision benefit for income taxes consists of the following

Years Ended December 31

2009 20082010

Current

Federal 1058000 1536000 601000

State and local 299000 423000 228000

1357000 1.959000 829000

Deferred

Federal 148000 1000 185000

State and local 45000 33000 7000

193000 34000 178000

Total 1550000 1925000 1007000

The following is reconciliation of the statutory federal income tax rate and the effective rate of the provision for income

taxes

Years Ended December 31

2010 2009 2008

Statutory federal income tax rate 34i 34 34A

State and local taxes

Pennanent differences

Other

Effective income tax rate 39A 40A 41A
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The tax effects of significant items comprising the Companys deferred taxes at December 31 2010 and 2009 are as

follows

December 31

2010 2009

Deferred tax liabilities

Difference between book and tax bases of property 1503000 1500000

Deferred tax assets

Reserves and accrued expenses not currently deductible 494000 684000

Net deferred tax liabilities 1009000 816000

The uncertain tax position provisions of ASC Topic 740 Income Taxes prescribe recognition threshold and

measurement attribute for financial statement recognition and measurement of tax position taken or expected to be

taken in tax return The Company recognizes interest and penalties related to uncertain tax positiOns if any in

interest expense and general and administrative expenses respectively During the years ended December 31 2010

2009 and 2008 there were no material liabilities of interests or penalties related to uncertain tax positions

The following table summarizes the tax years that remain subject to examination by major tax jurisdiction as of

December 31 2010

Jurisdiction Open Tax Years

Federal 2007 -2010

States and Local 2005 2010

Commitments Operating leases The Company rents an office facility from its Chainnan and principal shareholder pursuant to

lease which expires in December 2012 The lease calls for minimum annual rentals of $133963 plus reimbursement

for real estate taxes The Company also rents office space from three telephone answering service managers pursuant

to leases with expiration dates through March 2015

On January 14 2002 the Company entered into lease agreement for space in Long Island City New York in order to

consolidate its New York City based telephone answering service facility and Oceanside New York Emergency

Response Center and Customer Service facilities The fifteen 15 year
lease term commenced in April 2003 The

lease calls for minimum annual rentals of $269500 subject to 3% annual increase plus reimbursement for real

estate taxes
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During 2005 the Company entered into two lease agreements for additional space at its Long Island City New York

location in order to consolidate its warehouse and distribution center and accounting department into this location as well

as provide additional space for its Emergency Response Center and Customer Service personnel The leases which

commenced in January 2006 and will expire in March 2018 call for minimum annual rentals of $220000 and $115000

respectively and are subject to increases in accordance with the terms of the agreements The Company is also

responsible for the reimbursement of real estate taxes

In September 2009 the Company sublet portion of its space under its operating lease which was entered into in

2005 The space is being sublet to an independent third party and calls for minimum annual rentals of $125000 and is

subject to annual increases in accordance with the terms of the agreement The sublease expires in March 2018

During 2010 the Company entered into lease agreement for additional space at its Long Island City New York location

in order to provide additional call center space for its Daytime Services personnel of its TBCS Segment The lease

commences in January 2011 and will expire in December 2015 The lease calls for minimum annual rentals of $65000

and is subject to increases in accordance with the terms of the agreement plus reimbursement for real estate taxes

The Company has also entered into other leases for warehouse and office space in Milwaukee Wisconsin Decatur

Georgia Matteson Illinois Centennial Colorado and Redondo Beach California Additionally the Company has

entered into operating leases for its TBCS call center operations in Audubon New Jersey Northfield New Jersey Port

Jefferson New York Newington Connecticut Springfield Massachusetts Cranston Rhode Island Chicago Illinois and

Clovis New Mexico

Rent expense was approximately $1280000 $1387000 and $1427000 in 2010 2009 and 2008 respectively including

approximately $134000 each
year

in connection with the above noted leases with the principal shareholder Rent

expense also included rent incurred from leases with certain telephone answering service managers in the amount of

approximately $142000 $122000 and $118000 for 2010 2009 and 2008 respectively In addition rent expense

included real estate taxes of approximately $44000 in 2010 $56000 in 2009 and $43000 in 2008 Rent expense was

net of sublease rental income of approximately $138000 and $46000 in 2010 and 2009 respectively
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The aggregate minimum annual rental commitments under non-cancelable operating leases are approximately as follows

Years ending December 31

13570002011

13620002012

10660002013

987XXl2014

9660002015

2038000Thereafter

7776000

Approximately 3% of the minimum annual rental commitments relate to the above noted lease with the principal

shareholder In addition approximately 6% of minimum annual rental commitments relate to leases with certain

telephone answering service managers

The minimum annual rental commitments exclude the minimum sublease rental income of approximately $1036000 due

in the future under non cancelable sublease

Employment agreements On December 30 2010 the Company entered into three-year employment agreement

effective January 2011 with the Companys President and Chief Executive Officer The agreement calls for a-base

salary of $300 000 per annum and includes one time service based stock award of 30000 restricted stock units which

vest over three year period ending December 31 2013

The Company has also entered into other employment agreements with certain officers and other employees in the

ordinary course of busmess The aggregate annual base salaries under these agreements are as follows

Years ending December

21740002011

15480002012

9540002013

4676000

In addition certain of these officers and employees are entitled to receive additional cash and stock compensation if

certain performance criteria are met During 2010 one officer earned approximately $27000 in performance
based cash

and stock compensation During 2009 two officers earned approximately $246000 in performance based cash and stock

compensation During 2008 one officer earned approximately $31000 in performance based cash compensation
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Purchase commitments In the normal course of business the Company issues purchase orders primarily for the

purchase of its traditional PERS systems and its MedSmart medication medical systems At December 31 2010 and

2009 the Company had commitments to third party vendors in the amount of approximately $549000 and $848000

respectively

Common Stock Stock options The Company has an equity incentive plan the 2010 Equity Incentive Plan 2010 Plan and stock

and Options incentive plan the 2005 Stock Incentive Plan 2005 Plan The Companys 2000 Stock Option Plan 2000 Plan and

1997 Stock Option Plan 1997 Plan expired in 2010 and 2007 respectively

Under the 1997 Plan maximumof 750000 shares underlying stock options were available for grant as either Incentive

Stock Options or Nonstatutory Stock Options The last options granted under this Plan were issued in 2005 and expire in

2015 All options under this Plan were granted at exercise prices equal to the fair value of the Companys common

shares at the date of grant

Under the 2000 Plan maximum of 1250000 shares underlying stock options were available for grant as either

Incentive Stock Options or Nonstatutory Stock Options The last options granted under this Plan were issued in 2009 and

expire in 2014 All options under this Plan were granted at exercise prices equal to the fair value of the Companys

common shares at the date of grant

Under the 2005 Plan maximum of 750000 shares of the Companys Common Stock were available for grant as either

Incentive Stock Options ISOs ii Nonqualified Stock Options iii stock awards or iv Stock Appreciation

Rights SARs No grants may be made pursuant to the 2005 Plan after the adoption of the 2010 Plan in June

2010 The last options granted under this Plan were issued in 2008 and expire in 2013 All options under this Plan were

granted at exercise prices equal to the fair value of the Companys common shares at the date of grant

Under the 2010 Plan maximum of 750000 shares of the Companys Common Stock may be granted toemployees

including officers and directors who are employees consultants and non-employee directors of the Company The Plan

provides for the grant of Incentive Stock Options ISOs iiNonstatutory Stock Options NSOs iii stock

awards iv restricted stock units and Stock Appreciation Rights SARS The Plan will expire in June 2020
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All of the Companys plans are administered by the Board of Directors or committee of the Board of Directors the

Administrator In general the Administrator determines all terms for the grant of awards under the plans The exercise

price of an ISO or SAR may not be less than the fair value of the Companys common stock on the date of grant 110% of

such fair market value for an ISO if the optionee owns or is deemed to own more than 10% of the voting power of the

Company

Information with respect to options outstanding under plans is as follows

Weighted

Average

Weighted Remaining

Number Average Contractual Aggregate

of Exercise Term Intrinsic

Options Price years Value

Balance December 31 2007 922273 4.01 4.13 2785633

Granted during 2008 35000 6.51

Forfeitures/expiration during 2008 18176 3.81

Exercised during 2008 61862 2.04

Balance- December 31 2008 877235 4.25 3.45 883349

Granted during 2009 36700 5.81

Forfeitures/expiration during 2009 19150 5.49

Exercised during 2009

Balance December 31 2009 894785 4.29 2.52 2l 10862

Granted during 2010

Forfeitures/expiration during 2010 164150 6.24

Exercised during 2010 12292 4.04

Balance-December 312010 718343 3.85 1.87 1689119

As of December 31 2010 2009 and 2008 694069 862085 and 877235 options were exercisable respectively

The aggregate intrinsic value of options exercised during the year ended December 31 2010 was $31279 There were

no options exercised in 2009 The aggregate intrinsic value of options exercised during the year ended December 31

2008 was $292182 As of December 31 2010 and 2009 there were 24274 and 32700 nonvested stock options

outstanding respectively There were no nonvested stock options outstanding as of December 31 2008
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718343 1.87 3.85 694069 3.78

As of December 31 2010 690709 shares of common stock were available for future grants under the 2010 Plan

There were no options granted in 2010 The weighted average grant date fair value of options granted during 2009 and

2008 was $60571 and $56250 respectively

The fair value of options at date of grant was estimated by Chartered Capital Advisers Inc using the Black-Scholes

model with the following weighted average assumptions

2009 2008

Expected life years 3.33

Risk free interest rate .47A 2.42A

Expected volatility 39.23 37.62i

Expected dividend yield

Stock Grants Other

Effective January 2010 the non-employee members of the Board of Directors have an option to elect at the beginning

of each calendar year
to receive either shares of common stock or cash at the end of each quarter as compensation for

services provided as members of the Board of Directors and other committees Prior to 2010 the non-employee

members of the Board of Directors were granted shares of common stock at the end of each quarter as compensation for

services provided as members of the Board of Directors and other committees Share grants issued vest immediately but

are subject to one year restriction on transfer In addition stock grants may be issued to employees at the Board of

Directors discretion

The following table summarizes information about the stock options outstanding at December 31 2010

Options Outstanding Options Exercisable

Weighted-

Average Weighted- Weighted

Remaining Average Average

Range of Number Contractual Exercise Number Exercise

Exercise Prices Outstanding Term Price Exercisable Price

$1.98- $2.97 241888 1.88 2.51 241888 2.51

$2.97- $4.46 318755 1.93 3.80 318755 3.80

$4.46 $6.68 107700 2.04 5.53 83426 544

$6.68-$10.02 50000 1.11 6.98 50000 6.98
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Service Based Awards

In January 2006 May 2007 January 2009 and December 2010 the Company granted 50000 22000 12000 net of

9500 shares as discussed below and 46500 restricted shares respectively to certain executives in respect of services

rendered but at no monetary cost These shares vest over periods ranging from to years on December 31 of each

year The Company records the compensation expense on straight-line basis over the vesting period Fair value for

restricted stock awards is based on the Companys closing common stock price on the date of grant
The aggregate grant

date fair value of resthcted stock grants was approximately $833000 As of December 31 20102009 and 2008 the

Company had approximately $283000 $137000 and $209000 respectively of total unrecognized compensation costs

related to nonvested restricted stock expected to be recognized over period of three years

On November 13 2009 one of the executives waived 9500 nonvested shares of common stock granted in January

2009 This executive was inadvertently issued shares in excess of those that could be allocated to this executive under

the 2005 Stock Plan Simultaneously this executive was granted as approved by the Board of Directors stock options to

purchase 21700 shares of common stock from the Companys 2000 Plan at the fair value of the common stock on the

date of grant which was deemed to be comparable in value with similar vesting schedule to the 9500 shares of

common stock previously granted

summary of the status of the Companys nonvested service shares is as follows

Weighted-Average

Nonvested Shares Shares Grant-Date Fair Value

Nonvested at January 2008 50500 6.67

Granted during 2008

Vested during 2008 19500 6.58

Forfeited during 2008

Nonvested at December 31 2008 31000 6.73

Granted during 2009 net 12000 5.88

Vested during 2009 22000 6.48

Forfeited during 2009

Nonvested at December31 2009 21000 6.51

Granted during 2010 46500 6.09

Vested during 2010 21000 6.51

Forfeited during 2010

Noiivested at December 31 2010 46500 6.09

F-25

124



AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Performance Based Awards

In January 2006 and May 2007 respectively the Company granted share awards up to 90000 shares up to 18000

shares per year through December 31 2010 and 46000 shares up to 11500 shares per year through December 31

2010 to certain executives Vesting of such shares was contingent upon the Company achieving certain specified

consolidated gross revenue and Earnings before Interest and Taxes EBIT objectives in each of the next fiscal years

ending December 31 The fair value of the performance shares aggregate value of $909400 were based on the

closing trading value of the Companys stock on the date of grant and assumed that performance goals would be

achieved The fair value of the shares was expensed over the performance period for those shares that were expected

to ultimately vest If such objectivcs were not met no compensation cost was recognized and any recognized

compensation cost was reversed As of December 31 2010 all performance based awards were either earned or

forfeited and there were no unrecognized compensation costs related to unvested share awards As of December 31

2009 and 2008 there were approximately $201000 and $401000 respectively of total unrecognized compensation

costs related to unvested share awards

summary of the status of the Companys nonvested performance shares is as follows

Weighted-Average

Nonvested Shares Shares Grant-Date Fair Value

Nonvested at January 2008 112000 6.84

Granted during 2008

Vested during 2008 750 6.91

Forfeited during 2008 .750 7.09

Nonvested at December 31 2008 500 6.79

Graiited during 2009

Vested during 2009

Forfeited during 2009 29500 7.03

Nonvested at December 31 2009 59000 6.67

Granted during 20

Vested during 2010 27500 4.80

Forfeitcdduring20l0 31500 4.38

Nonvested at December 31 2010

Loss on Loss on abandonment of $886504 in 2008 represents the write-off of assets encompassing prepaid licensing fees and

Abandonment associated products paid or acquired in connection with technology provider obtaining and completing certain new

remote telehealth monitoring products and services The technology provider on this initiative experienced funding

shortfall and has filed for bankruptcy protection and will not be able to complete the project
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10 Other Income Other income and expense for the year ended December 31 2010 consists of various miscellaneous items Other income

and Expense for the year ended December 31 2009 and 2008 include training incentive received from the State of New Mexico for

hiring and training employees within the State and an economic development incentive through the City of Clovis

aggregating approximately $88000 and $298000 respectively as result of the Company opening network operating

call center in New Mexico and hiring employees to serve as operators for the telephone answering service Other income

for the year ended December 31 2009 also includes an insurance recovery due to fire incurred at one of the telephone

answering centers The incentives in 2008 were partially offset by an adjustment to the Relocation and Employment

Assistance Program credit due from New York City

11 Employee The Company sponsors 401k savings plans that are available to all eligible employees Participants may elect to defer

Savings portion of their compensation subject to an annual limitation provided by the Internal Revenue Service The Company

Plan may make matching and/or profit sharing contributions to the plan at its discretion The Company contributed

approximately $65000 $61000 and $60000 for the years ended December31 2010 2009 and 2008 respectively

12 Dividends On July 19 2010 the Company declared dividend in the amount of $0.10 per common share or $956034 which was

payable to the shareholders of record as of September 13 2010 The dividend was paid on September 29 2010

On December 16 2009 the Company declared dividend in the amount of $0.10 per common share or $950364 which

was accrued as of December 31 2009 The dividend was payable to the shareholders of record as of December 28 2009

and was paid on January 15 2010

13 Segment The Company has two reportable segments Health and Safety Monitoring Systems HSMS and ii Telephone

Reporting Based Communication Services TBCS

The table below provides reconciliation of segment information to total consolidated information for the years ended

20102009 and 2008
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2010

HSMS TBCS Consolidated

Revenue 20832610 19938259 40770869

Interest expense 44206 17077 61283

Depreciation and amortization 2360328 1429541 3789869

Equity in net loss from equity method investee 1180126 1180126

Income tax expense 769294 780706 1550000

Net income 1126573 1258993 2385566

Total assets 17415523 20101962 37511485

Additions to fixed assets 917015 432531 1349546

Investment in equity method investee 4150336 4150336

Additions to goodwill and intangible assets 786369 786369

2009

HSMS TBCS Consolidated

Revenue 20581554 18944387 39525941

Interest expense 20059 56122 76181

Depreciation and amortization 2600070 1503030 4103100

Encome tax expense 1285901 639099 1925000

Netincome 1908319 981194 2889513

Total assets 15774374 20054250 35828624

Additions to fixed assets 990268 426778 1417046

Additions to goodwill and intangible assets 8068 244541 252609

2008

HSMS TBCS Consolidated

Revenue 19598947 19051155 38650102

Interest expense 70452 208999 279451

Depreciation and amortization 2749828 1626489 4376317

Income tax expense 455632 551368 1007000

Net income 718492 721109 1439601

Total assets 10951398 23414866 34366264

Additions to fixed assets 1591601 952545 2544146

Additions to goodwill and intangible assets 313689 313689

The accounting policies of the operating segments are the same as those described in the summary of significant accounting policies
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14 Contingencies The Company is aware of various threatened or pending litigation claims against the Company relating to its products

and services and arising in the ordinary course of its business At December 31 2010 and 2009 no material liabilities

have been recorded in the accompanying fmancial statements The Company has given its insurance carrier notice of

such claims and the Company believes there is sufficient insurance coverage to cover any
such claims In any event

the Company believes the disposition of these matters will not have material adverse effect on the results of

operations and financial condition of the Company

15 Quarterly The following information has been derived from unaudited fmancial statements that in the opinion of management

Financial Data include all recurring adjustments necessary for fair presentation of such information

Unaudited

Three Months Ended

March 31 June 30 September 30 December 31

2010 2010 2010 2010

Revenue 9911247 9712145 10009388 11138089

Gross Profit 5387808 5189254 5452903 5968109

Net Income 887372 722903 407706 367585

Basic EPS 0.09 0.08 0.04 0.04

Diluted EPS 0.09 0.07 0.04 0.04

Three Months Ended

March 31 June 30 September 30 December 31

2009 2009 2009 2009

Revenue 9930089 9518206 10138155 9939491

Gross Profit 5293121 4970667 5467610 5323353

Net Income 773250 608385 744145 763733

Basic EPS 0.08 0.06 0.08 0.08

Diluted EPS 0.08 0.06 0.08 0.08

The schedule reflects the Companys share of equity in net loss from its investment in Lifecomm of $69000 $299000 and $480000 for the

quarter-ended June 30 2010 September 30 2010 and December 31 2010 respectively
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Schedule II

Valuation and Quali1ing Accounts

Column Column Additions Column Column

Balance at Charge to Charged to Balance

Beginning Costs and Other at end of

of Period Expenses Accounts Deductions Period

Year Ended December 2008

Allowance for doubtful accounts 554000 241096 149096 646000

Allowance for inventory obsolescence 53327 26374 26953

Year Ended December 31 2009

Allowance for doubtful accounts 646000 202766 266266 582500

Allowance for inventory obsolescence 26953 3396 23557

Allowance for doubtful accounts 582500 180089 310589 452000

Allowance for inventory obsolescence 23557 59878 83435
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Report of Independent Registered Public Accounting Firm

To the Board of Directors of Lifecomm LLC

In our opinion the accompanying balance sheet and the related statements of operations of cash flows and of changes in members capital

present fairly in all material respects the fmancial position of Lifecomm LLC development stage enterprise at December 31 2010 and the

results of its operations and its cash flows for the period from May 12 2010 date of inception to December 31 2010 in conformity with

accounting principles generally accepted in the United States of America These financial statements are the responsibility of the Companys

management Our responsibility is to express an opinion on these financial statements based on our audit We conducted our audit of these

statements in accordance with auditing standards of the Public Company Accounting Oversight Board United States Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the fmancial statements are free of material misstatement An

audit includes examining on test basis evidence supporting the amounts and disclosures in the financial statements assessing the accounting

principles used and significant estimates made by management and evaluating the overall financial statement presentation We believe that

our audit provides reasonable basis for our opinion

Is PricewÆterhouseCoopers LLP

Atlanta Georgia

March 30 2011
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LIFECOMM LLC

development stage entity

BALANCE SHEET

AS OF DECEMBER 31 2010

in thousands

Assets

Current assets

Cash ttnd e$beqt
Short-term investments 1498

Prepaid expenses 10

Total current assets 9348

Property and equipment net

Capitalized software 526

intangible assets net 3000

Total assets 12883

Liabilities and Members Capital

Current liabilities

Accounts payable and accrued liabilities due to members 1058

Accounts payable and accrued liabilities 171

Total current liabilities 1229

Commitments and contingencies Note

Members capital

Class membership units 10900

Class membership units 14000

Class membership units 4000

in-kind contributions due from members 13624
Deficit accumulated during the development stage 3622

Total members capital 11654

Total liabilities and members capital

The accompanying notes are an integral part of these fmancial statements

12883
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LIFECOMM LLC

development stage entity

STATEMENT OF OPERATIONS

PERIOD FROM MAY 12 2010 INCEPTION TO DECEMBER 312010

in thonsands

Costs and expenses exclusive of depreciation stated separately

Research and development 2844

Sales and marketing 143

General and administrative 642

Depreciation

Total costs and expenses 3631

Loss from operations 3631
Interest income

Net loss 3622

The accompanying notes are an integral part of these fmancial statements
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LIFECOMM LLC

development stage entity

STATEMENT OF CASH FLOWS

PERIOD FROM MAY 122010 INCEPTION TO DECEMBER 312010

in thousands

Cash flows from operating activities

Net loss

Adjustments to reconcile net loss to net cash used in operating activities

Depreciation

In-kind services contributed by members

hanges in oper

Prepaid expenses

ount

Net cash used in operating activities

Supplemental disclosure of non-cash items

Intaigtbl assets onfribtiM by Mbt
Capitalized software costs for services contributed by members

134

Ac

The accompanying notes are an integral part of these fmancial statements

F-35

ating assets and liabilities

1982

payable and accrued liabilities

10
1228

420
Cash flows from investing activities

Purchases of short-term investments 5412
Maturities of short-term investments 3914

Investments in capitalized software 231
Purchases of property and equipment 11

Net cash used in investing activities 1740
Cash flows from financing activities

Capital contributions from members 10000

Net cash provided by financing activities 10000

Net increase in cash and cash equivalents 7840

Cash and cash equivalents beginning of period

Cash and cash equivalents end of period 7840
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LIFECOMM LLC

development stage entity

STATEMENT OF CHANGES IN MEMBERS CAPITAL

in thousands except units

Membership Units Members

In-Kind

Contributions

Due From

Deficit

Accumulated

During the

Development

Total

Members

The accompanying notes are an integral part of these financial statements
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LIFECOMM LLC

development stage entity

NOTES TO FINANCIAL STATEMENTS

Organization Basis of Presentation and Business

Lifecomm LLC Lifecomm we us and our development stage entity is mobile health and weihiess solutions company

that is developing portfolio of products in connection with mobile personal emergency response system which will permit subscribers to

initiate requests for emergency assistance services through wearable device that is able to communicate information to and support voice

interactions between the subscriber and an emergency assistance call center

On May 12 2010 we were formed through limited liability agreement the LLC Agreement between HUGHES Telematics Inc

HUGHES Telematics QUALCOMM Incorporated Qualcomm and American Medical Alert Corp AMAC HUGHES Telematics

Qualcomm and AMAC are referred to herein individually as Member or together as Members Ownership is represented by membership

units which are divided into three classes Class Units which have the right to designate three directors on our board of directors the

Board Class Units which have the right to designate two directors on our Board and Class Units which have the right to designate

one director on the Board

The LLC Agreement requires supermajority approval of the Board for certain actions inchiding among other things approval of our

annual budget increases in our capital issuances of convertible secunties debt obligations in excess of certain threshold certain investments

and certain changes to our executive management team during the eighteen months following formation The LLC Agreement requires

supermajority approval of the directors for certain actions including among others modifications to the LLC Agreement addition of other

members modifications to the distribution policy specified capital events entering into or terminating any agreement related to our intellectual

property rights or the purchase or transfer of technology other than in the ordinary course of business any winding-up dissolution or voluntary

liquidation of our business which in certain circumstances requires unanimous approval an asset sale or other material disposition certain

transactions with affiliates changes in the size of the Board and investments above specified threshold outside of the ordinary course

Each of the initial Members have preemptive rights with respect to future issuances of securities by us as well as rights of first offer

drag-along rights and tag-along rights on transfers of securities by the other Members In addition for two year period beginning on May 12

2014 any Member or group
of Members holding at least 25% of the outstanding membership units will have the right to demand either an

auction for the sale of our business or an initial public offering of our business Should we fail to achieve either of these liquidity events within

180 days of the demand then to the extent at such time HUGHES Telematics holds at least 50% of the outstanding membership units and

HUGHES Telematics is publicly traded each other Member will be entitled on one-time basis to exchange all of their respective membership

units for shares of common stock of UGES Telematics

Our financial statements have been prepared in accordance with accounting principles generally accepted in the United States

We are development stage company and generated net loss of approximately $3.6 millionduring the period from May 12 2010

inception to December31 2010 We will incur losses as long as we are development stage company and may continue to generate losses

for some period following the launch of our service offerings We need to complete the development of certain of our operating systems before

we can begin commercial operations and generate revenues from our service offerings Unless we successfully complete the development of

our systems we will not become profitable We cannot assure you that we will complete in cost effective or timely manner the development

of our systems to specifications that will allow us to successfully generate revenue We believe the cash cash equivalents and short-term

investments on hand the $2.0 million stand-by capital commitment from the Members and the projected cash flows expected to be generated

by our service offerings will allow us to continue operations beyond the next twelve months

Summary of Significant Accounting Policies

Development Stage Status

Our balance sheet statements of operations and cash flows reflect that we are development stage company as our planned principal

operations have not commenced The deficit accumulated in the development stage is reported on the face of our balance sheet and our

statement of operations will include cumulative revenue and expenses since inception so long as we remain development stage company

Cash Cash Equivalents and Short-Term Investments

We consider all highly liquid investments with maturities of three months or less at the time of purchase to be cash equivalents
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We consider all debt securities with maturities of more than three months but less than one year as short-term investments and classify

investments in such short-term debt securities as held to maturity The cost of these securities is adjusted for amortization of premiums and

accretion of discounts to maturity over the contractual life of the security As of December 31 2010 all short-term investments consisted of

bank certificates of deposit and government agency bonds and the amortized cost of such securities approximated fair value

Property and Equipment

Property and equipment are recorded at original acquisition cost and depreciated over their estimated useful lives using the straight-line

method Repair and maintenance costs are expensed as incurred

As of December 31 2010 property and equipment consisted of computer software with an original cost of approximately $11000 and

an estimated useful life of three years Accumulated depreciation as of December 31 2010 was approximately $2000

Capitalized Software

Costs incurred to develop software for our internal use are capitalized and amortized over the estimated useful life of the software Costs

capitalized include consulting services provided by the Members Costs related to the design or maintenance of internal-use software are

expensed as incurred For the period from May 12 2010 to December 31 2010 we capitalized approximately $0.5 million of software

development costs Amortization will begin when the software is ready for its intended use and will be recognized over the expected useful life

of the software

Intangible Assets

We amortize our definite-lived intangible assets over their respective useful lives on straight-line basis which approximates the

projected utility of such assets based on available information

Impairment ofLong-LivedAssets

Long-lived assets and identifiable intangibles with finite useful lives are reviewed for impairment whenever events or changes in

circumstances indicate that the carrying amount of an asset may not be recoverable Recoverability of assets to be held and used is measured

by comparison of the carrying amount of an asset to future net undiscounted cash flows expected to be generated by the asset If such assets

are considered to be impaired the impairment to be recognized is measured by the amount by which the carrying value of the assets exceeds

the fair value of the assets For the period from May 12 2010 to December 31 2010 there were no factors indicating impairment of our long-

lived and intangible assets

Research and Development

We incur research and development costs in the course of developing our products Such costs are expensed as incurred For the period

from May 12 2010 to December 31 2010 we incurred research and development expense of approximately $2.8 million of which

approximately $1.3 million was in-kind services provided by our members see Note

Income Taxes

We are limited liability company and as such U.S Federal and domestic state income taxes in the states which tax limited liability

companies as partnerships are the direct responsibility of our members Accordingly no provision has been made for federal or state income

tax in the accompanying financial statements

Comprehensive Loss

Comprehensive loss is defined as the change in equity during period from transactions and other events and circumstances from

nonowner sources Our comprehensive loss for the period May 12 2010 to December31 2010 equaled our net loss

Use of Estimates

The preparation of these financial statements in conformity with accounting principles generally accepted in the United States requires

us to make estimates and assumptions that affect reported amounts of assets liabilities and expenses and related disclosures of contingent

liabilities in the financial statements and accompanying notes Estimates are used for but not limited to depreciable lives of fixed assets and

internally developed software valuation of acquired intangible assets and contingencies Actual results could differ materially from these

estimates

Fair Value of Financial Instruments
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Our financial instruments include cash cash equivalents short term investments and accounts payable the fair value of which

approximates book value due to theft short-term duration
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Recently Issued Accounting Standards

In September 2009 the Emerging Issues Task Force EITF issued revised guidance governing revenue arrangements with multiple

deliverables which provides greater ability to separate and allocate arrangement consideration in multiple element revenue arrangement

The revised guidance requires the use of an estimated selling price to allocate arrangement consideration and eliminates the residual method of

allocation This guidance will be effective for us on January 2011 and is not expected to have material effect on our financial position

results of operations or cash flows

in September 2009 the EITF issued revised guidance governing certain revenue arrangements that include software elements which

amends the scope of existing guidance to exclude tangible products that include software and non-software components that function together

to deliver the products essential functionality This guidance will be effective for us on January 2011 and is not expected to have material

effect on our financial position results of operations or cash flows

Formation

Pursuant to the LLC Agreement each of the Members provided cash andlor immediate and future in-kind capital contributions to us

upon formation Specifically in exchange for 21400 Class Units we entered into an Infrastructure Access Agreement with HUGHES
Telematics pursuant to which HUGHES Telematics will provide access to their telematics platform and mfrastructure which will enable us to

provide services to our customers and ii Services Agreement pursuant to which HUGHES Telematics will provide over no more than six

years $109 millionof in kind selling general and administrative services to support us In addition we entered into Telematics Services

Agreement with HUGHES Telematics pursuant to which HUGHES Telematics will provide wireless connectivity billing portal accessand

other related services In exchange for 14000 Class Units Qualcomm contributed $6.0 million of cash iientered into Know-How

License Agreement with us pursuant to which we licensed certain know-how previously developed by Qualcomm and also provided us

access to the Lifecomm name and iii entered into Services Agreement with us pursuant to which Qualcomm will provide up to $5.0 million

of certain engineering and management services over the next six years In exchange for 4000 Class Units AMAC contributed $4.0

million of cash and ii entered into Value Added Reseller Agreement with us pursuant to which AMAC will be preferred distributor of our

products and services In addition pursuant to the LLC Agreement each Member has agreed to fund its pro rata share Of $2.0 million stand

by capital commitment for our benefit

Our formation has been accounted for in accordance with ASC 805 Business Combinations On the date offormation we attributed

value to the contributed assets other than the intangible asset contributed by HUGHES Telematics based on their estimated fair value In light

of HUGHES Telematics owning approximately 54% of our membership interests at the time of formation HUGHES Telematics has been

deemed to have controlling financial interest in us Accordingly we have recorded the contributed intangible asset related to access to

HUGHES Telematics telematics platform and infrastructure based on the carrying amount in the accounts of HUGHES Telematics on the date

of transfer and therefore attributed no book value to such intangible asset

The following table presents the amounts recorded for the contributions by the Members

May 12

2010

in

thousands

Cash 10000

Intangible assets 3000

Total assets contributed 13000

Total contributions 28900

Acquired Intangible Assets

Intangible assets as of December 31 2010 consisted of $3.0 millionof intellectual property related principally to license for certain

know-how previously developed by Qualcomm which will be used in connection our service offerings We estimate that such

intellectual property has useful life of five
years

Amortization of the intangible assets will begin when the first product utilizing the know-
how is ready for its intended use which is expected during the year ending December 31 2011 Accordingly no amortization expense was

recorded for the period from May 12 2010 to December 31 2010
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The estimated future amortization of intangible assets as of December 31 2010 is as follows in thousands

Year Ending December 31

2H 300

2012 600

2013 600

2014 600

25 600

Thereafter 300

1ta1 3bO

Members Capital

On May 12 2010 pursuant to the LLC Agreement we issued 21400 Class Units to HUGHES Telematics 14000 Class Units to

Qualcomm and 4000 Class Units to AMAC in exchange for $10.0 millionof cash certain intangible assets and future in-kind services

contributions from HUGHES Telematics and Qualcomm See Note The future in-kind services contributions are recorded as future capital

contributions within Members capital on the accompanying balance sheet As the services are performed the future capital contributions will

be reduced until HUGHES Telematics and Qualcomm contribute the required in-kind services For the period from May 12 2010 to December

31 2010 HUGHES Telematics and Qualcomm contributed approximately $0.8 million and $1.5 million respectively of in-kind services to us

Profits are generally allocated to members in the amount of and in proportion to their ownership of our outstanding membership units

Losses are generally allocated to members in the amount of and in proportion to their unreturned capital contributions which for the purposes

of determining the allocation of losses is defined as the aggregate of cash contributions iithe fair value of other contributed assets and iii

the value of in-kind services contributed by the members through the date of determination less iv the fair value of any assets distributed to

the members provided however that any losses generated through May 12 2012 will be generally allocated to the members first in the

amount of and in proportion to the unreturned capital contributions attributable to only the cash contributions and the value of in-kind services

contributed by the members through the date of determination and then in the amount of and in proportion to the unreturned capital

contributions attributable to the fair value of other contributed assets

Related Party Transactions

HUGHES Telematics

HUGHES Telematics holds our Class units representing approximately 54% of our outstanding units During the period from May

12 2010 to December31 2010 HUGHES Telematics provided approximately $0.8 million of services to us in partial satisfaction of its $10.9

million of future in-kind service contributions due to us

Qualcomm

Qualcomm holds our Class units representing approximately 36% of our outstanding units During the period from May 12 2010 to

December 31 2010 Qualcomm provided approximately $2.7 million of services to us of which approximately $1.5 million was in partial

satisfaction of its $5.0 million of future service contributions due to us As of December31 2010 we had an outstanding balance of

approximately $1.1 million payable to Qualcomm

Contingencies and Commitments

Litigation

From time to time we may be subject to litigation in the normal course of business We are not currently aware of
any pending or

threatened litigation claims or assessments
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Exhibit 23.1

CONSENT OF iNDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement Nos 33-48385 33-91806 333-53029 333-70626 and 333-130811 on

Form S-8 and Registration Statement No 333-88192 on Form S-3 of American Medical Alert Corp of our report dated March 31 2011

appearing in this Annual Report on Form 10-K of American Medical Alert Corp for the year ended December 31 2010

Is Marg Winer Evens LLP

Margolin Winer Evens LLP

Garden City New York

March 31 2011
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Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 Nos 333-48385 333-91806 333-53029

333-70626 and 333-130811 and Form S-3 No 333-88 192 of American Medical Alert Corp of our report dated March 30 2011 relating to

the fmancial statements of Lifeconim LLC which appears in this Annual Report on Form 10-K of American Medical Alert Corp for the year

ended December 31 2010

/s/ PricewaterhouseCoopers LLP

Atlanta Georgia

March 30 2011
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Exhibit 31.1

CERTIFICATION

Jack Rhian certify that

have reviewed this annual report on Form 10-K of American Medical Alert Corp

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state material fact

necessary to make the statements made in light of the circumstances under which such statements were made not misleading with respect to

the period covered by this report

Based on my knowledge the financial statements and other fmancial information included in this report fairly present in all

material respects the fmancial condition results of operations and cash flows of the registrant as of and for the periods presented in this report

The registrants other certifying officers and are responsible for establishing and maintaining disclosure controls and procedures as

defmed in Exchange Act Rules 13a-15e and 15d-15e and internal control over fmancial reporting as defined in Exchange Act Rules 13a-

15f and 15d-15f forthe registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our

supervision to ensure that material information relating to the registrant including its consolidated subsidiaries is made known to us by

others within those entities particularly during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over financial reporting to be designed

under our supervision to provide reasonable assurance regarding the reliability of fmancial reporting and preparation of financial

statements for external purposes in accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our conclusions

about the effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such

evaluation and

Disclosed in this report any change in the registrants internal control over fmancial reporting that occurred during the

registrants most recent fiscal quarter the registrants fourth fiscal quarter in the case of an annual report that has materially affected or

is reasonably likely to materially affect the registrants control over financial reporting and

The registrants other certifying officers and have disclosed based on our most recent evaluation of internal control over

fmancial reporting to the registrants auditors and the audit committee of the registrants board of directors or persons performing the

equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which

are reasonably likely to adversely affect the registrants ability to record process summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have significant role in the

registrants internal control over financial reporting

Date March 31 2011 Is Jack Rhian

Jack Rhian

Chief Executive Officer

and President

principal executive officer
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Exhibit 31.2

CERTIFICATION

Richard Rallo certify that

have reviewed this annual report on Form 10-K of American Medical Alert Corp

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state material fact

necessary to make the statements made in light of the circumstances under which such statements were made not misleading with respect to

the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report fairly present in all

material respects the financial condition results of operations and cash flows of the registrant as of and for the periods presented in this report

The registrants other certifying officers and are responsible for establishing and maintaining disclosure controls and procedures as

defined in Exchange Act Rules 13a-15e and 15d-15e and internal control over financial reporting as defmed in Exchange Act Rules 13a-

15f and 15d-15f for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our

supervision to ensure that material information relating to the registrant including its consolidated subsidiaries is made known to us by

others within those entities particularly during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over financial reporting to be designed

under our supervision to provide reasonable assurance regarding the reliability of financial reporting and preparation of financial

statements for external purposes
in accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our conclusions

about the effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such

evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that occurred during the

registrants most recent fiscal quarter the registrants fourth fiscal quarter in the case of an annual report that has materially affected or

is reasonably likely to materially affect the registrants control over financial reporting and

The registrants other certifying officers and have disclosed based on our most recent evaluation of internal control over

financial reporting to the registrants auditors and the audit committee of the registrants board of directors or persons performing the

equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which

are reasonably likely to adversely affect the registrants ability to record process summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have significant role in the

registrants internal control over financial reporting

Date March 31 2011 Is Richard Rallo

Richard Rallo

Chief Financial Officer

principal financial officer
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Exhibit 32.1

CERTIFICATION PURSUANT TO SECTION 906

OF THE SARBANES-OXLEY ACT OF 2002

In connection with the filing of the Annual Report on Form 10-K for the Year Ended December 31 2010 the Report by American

Medical Alert Corp Registrant the undersigned hereby certifies that

The Report filly complies with the requirements of Section 13a or 15d of the Securities Exchange Act of 1934 as amended

and

The information contained in the Report fairly presents in all material respects the financial condition and results of operations

of Registrant

Date March 31 2011 /s/ Jack Rhian

Jack Rhian

Chief Executive Officer

and President

SIGNED ORIGiNAl OF THIS WRITTEN STATEMENT REQUIRED BY SECTION 906 HAS BEEN PROVIDED TO

AMERICAN MEDICAL ALERT CORP AND WILL BE RETAINED BY AMERICAN MEDICAL ALERT CORP AND FURNISHED TO

THE SECURITIES AND EXCHANGE COMMISSION ORITS STAFF UPON REQUEST
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Exhibit 32.2

CERTIFICATION PURSUANT TO SECTION 906

OF THE SARBANES-OXLEY ACT OF 2002

In connection with the filing of the Annual Report on Form 10-K for the Year Ended December31 2010 the Report by American

Medical Alert Corp Registrant the undersigned hereby certifies that

The Report fully complies with the requirements of Section 13a or 15d of the Securities Exchange Act of 1934 as amended

and

The information contained in the Report fairly presents in all material respects the financial condition and results of operations

of Registrant

Date March 31 2011 is Richard Rallo

Richard Rallo

Chief Financial Officer

SIGNED ORIGiNAL OF THIS WRITTEN STATEMENT REQUIRED BY SECTION 906 HAS BEEN PROVIDED TO

AMERiCAN MEDICAL ALERT CORP AND WILL BE RETAINED BY AMERICAN MEDICAL ALERT CORP AND FURNTSHED TO

THE SECURITIES AND EXCHANGE COMMISSION OR ITS STAFF UPON REQUEST
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON D.C 20549

FORM 10-K/A

Amendment No

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15d OF THE SECURITIES EXCHANGE ACT OF 1934 for the fiscal

year ended December 31 2010

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15d OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from
___________

to
___________

Commission file number 1-8635

AMERICAN MEDICAL ALERT CORP

Exact Name of Registrant as Specified in its Charter

NewYork 11-2571221

State or Other Jurisdiction of Incorporation or I.R.S Employer

Organization Identification Number

36-36 33rd Street Long Island City New York 11106

Address of Principal Executive Offices Zip Code

212 879-5700

Registrants Telephone Number Including Area Code

Securities registered pursuant to Section 12b of the Act

Title of Each Class Name of Each Exchange on Which Registered

Common Stock par value $.0l per share NASDAQ Capital Market

Securities registered pursuant to Section 12g of the Act None

Indicate by check mark if the registrant is well-known seasoned issuer as defined in Rule 405 of the Securities Act Yes No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15d of the Exchange Act Yes No

Indicate by check mark whether the registrant has filed all reports required to be filed by Section 13 or 15d of the Securities

Exchange Act during the preceding 12 months or for such shorter period that the registrant was required to file such reports and has been

subject to such filing requirements for the past 90 days Yes No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site if any every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months or for such

shorter period that the registrant was required to submit and post such files Yes No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein and will not

be contained to the best of registrants knowledge in definitive proxy or information statements incorporated by reference in Part Ill of this

Form 10-K or any amendment to this Form 10-K

Indicate by check mark whether the registrant is large accelerated filer an accelerated filer non-accelerated filer or smaller

reporting company Large accelerated filer Accelerated filer Non-Accelerated Filer Smaller reporting company

Indicate by check mark whether the registrant is shell company as defined in Rule 12b-2 of the Act Yes No
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The aggregate market value of the voting common equity held by non-affiliates of the registrant computed by reference to the price at

which the common equity was last sold as of the last day of the registrants most recently completed second fiscal quarter was $54867719

Aggregate number of shares of Common Stock outstanding as of March 25 2011 9569510
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AMERICAN MEDICAL ALERT CORP

FORM 10-K/A

Amendment No

Explanatory Note

American Medical Alert Corp AMAC is filing this Amendment No on Form 10-K/A to its Annual Report filed on Form 10-K for the

fiscal year ended December 31 2010 filed on March 31 2011 the Original 10-K in order to amend and restate the Exhibit Index in Part 1V
Item 15b to file Exhibits No 0nv 10nxi and 0nxii which were inadvertently not filed and to refile Exhibits No 3a 3b
10hv 101 and 10m in order to correct the labeling thereof and to make certain other cosmetic changes No other items or disclosures in

the Original 10-K are being amended including without limitation the financial statements filed previously under Item 15a and accordingly

this Amendment No does not otherwise change or update any information that was presented in the Original 10-K This Amendment

continues to speak as of the filing date of the Original 10-K does not reflect events that may have occurred subsequent to the original filing

date and does not modify or update any related disclosures made in the Original 10-K

PART IV

Item 15 Exhibits and Financial Statement Schedules

Financial Statements

Financial Statements

Report of Independent Registered Accounting Firm

Consolidated Balance Sheets

Consolidated Statements of Income

Consolidated Statements of Shareholders Equity

Consolidated Statements of Cash Flows

Notes to Financial Statements

Financial Statements Schedules Schedule II Valuation and Qualifying Accounts

Financial Statements Lifecomm

Exhibits The required exhibits are included at the end of this report and are described in the Exhibit Index below
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Exhibits

Exhibit Index

Exhibit

No Identification of Exhibit

3a Certificate of Incorporation of the Company as amended

3b Amended and Restated By-Laws of the Company

10a Form of Indemnification Agreement between the Company and its Directors and Executive Officers

lOb Employment Agreement dated as of December 30 2010 between the Company and Jack Rhian Incorporated by reference

to Exhibit 10 ito the Companys Form 8-K filed with the SEC on January 2011

10c Employment Agreement dated December 10 2009 and effective as of January 2010 between the Company and Howard

Siegel Incorporated by reference to Exhibit 10b to the Companys Form 10-K for the year ended December 31 2009

10d Employment Agreement dated as of December 30 2010 between the Company and Frederic Siegel Incorporated by

reference to the Companys Form 8-K filed with the SEC on January 2011

0e Employment Agreement dated January 19 2009 between the Company and Richard Rallo Incorporated by reference to

Exhibit 10.1 of the Companys Form 8-K filed on January 23 2009

100 Employment Agreement dated as of July 2009 between American Medical Alert Corp and Randi Baldwin

Incorporated by reference to Exhibit 10.1 of the Companys Form 8-K filed on July 2009

10gi Lease for the premises located at 3265 Lawson Boulevard Oceanside New York Incorporated by reference to Exhibit

10h to the Companys Form 10-KSB for the year ended December 31 1994

0gii Amendment to Lease for the premises located at 3265 Lawson Boulevard Oceanside New York Incorporated by reference

to Exhibit 10i to the Companys Form 0-KSB for the year
ended December 31 1997

150



l0giii Amendment to Lease for the premises located at 3265 Lawson Boulevard Oceanside New York Incorporated by reference

to Exhibit 10i to the Companys Form 10-KSB for the year ended December 31 1997

10hi Lease forthe premises located at 36-36 33rd Street Long Island City New York dated January 14 2002 Incorporated by

reference to Exhibit 10mi of the Companys Form 10-KSB for the year ended December 31 2001

Lease Amendment and Modification for the premises located at 36-3 33rd Street Long Island City New York

Incorporated by reference to Exhibit 0mii of the Companys Form l0-KSB for the year ended December 31 2001

10hiii Lease for the premises located at 36-36 33rd Street Long Island City NY dated August 10 2005 Incorporated by

reference to Exhibit 10.3 of the Company Form 10-QSB/A filed on November 18 2005

l0hiv Lease for the premises located at 36-36 33rd Street Long Island City NY dated October 25 2005 Incorporated by

reference to Exhibit 10.4 of the Companys Form l0-QSB/A filed on November 18 2005

10hv Lease Modification Agreement for the premises located at 6-36 33rd Street Long Island City NY dated September 22

2010

2000 Stock Option Plan Incorporated by reference to Exhibit of the Companys Definitive Proxy Statement filed with

the Commission and dated June 2000

2005 Stock Incentive Plan Incorporated by reference to Exhibit of the Companys Definitive Proxy Statement filed on

June 30 2005

Text of Amendment to 2005 Stock Incentive Plan Incorporated by reference to Exhibit lO.4iii of the Companys Form 8-

filed on January 26 2006

10k 2010 Equity Incentive Plan Incorporated by reference to Appendix of the Company Definitive Proxy filed with the SEC

on July 12010

0l Form of Stock Option Award Agreement under the 2010 Equity Incentive Plan
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10m Form of Time-Based Restricted Stock Unit Award Agreement under the 2010 Equity Incentive Plan

10ni Credit Agreement dated as of May 20 2002 by and between the Company and the Bank of New York Incorporated by

reference to Exhibit 10t of the Companys Form 10-KSB for the year ended December 31 2002

10nii Amendment to Credit Agreement dated March 28 2005 between the Company and the Bank of New York Incorporated

by reference to Exhibit 10tii of the Companys Form 10-KSB for the
year

ended December31 2004

10niii Amendment to Credit Agreement dated December 2005 between the Company and the Bank of New York

Incorporated by reference to Exhibit 10.2 of the Companys Form 8-K filed on December 14 2005

10niv Amendment to Credit Agreement dated March 16 2006 between the Company and the Bank of New York Incorporated

by reference to Exhibit 10tiv to the Companys Form 10-KSB for the year ended December 31 2005

10nv Amendment No and Waiver to Credit Agreement dated August 14 2006 between the Company and JPMorgan Chase

10nvi Amendment No to Credit Agreement dated December 22 2006 between the Company and JPMorgan

Chase Incorporated by reference to Exhibit 10tv of the Companys Form 10-K for year ended December 31 2006

10nvii Amendment No to Credit Agreement dated April 30 2007 between the Company and JPMorgan Chase Incorporated

by reference to Exhibit 10tvi of the Companys Form 10-K for
year

ended December 31 2007

10nviii Amendment No 10 to Credit Agreement dated November 2007 between the Company and JPMorgan

Chase Incorporated by reference to Exhibit 10tvii of the Companys Form 10-K for year
ended December 31 2007

10nix Amendment No 11 to Credit Agreement dated March 27 2008 between the Company and JPMorgan Chase Incorporated

by reference to Exhibit 10tviii of the Companys Form 10-K for year ended December 31 2007
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10nx Amendment No 12 to Credit Agreement dated August 13 2009 between the Company and JPMorgan

Chase Incorporated by reference to Exhibit 10.1 of the Companys Form 10-Q for the quarter ended June 30 2009

10nxi Amendment No 13 and Waiver to Credit Agreement dated May 12 2010 between the Company and JPMorgan Chase

0nxii Amendment No 14 and Waiver to Credit Agreement dated June 29 2010 between the Company and JPMorgan Chase

Limited Liability Company Agreement of Lifecomm LLC confidential treatment has been requested for certain portions of

this exhibit pursuant to the rules and regulations of the Securities Exchange Act of 1934 as amended which portions have

been omitted and have been filed separately with the Securities and Exchange Commission Omitted portions are indicated

in this exhibit with Incorporated by reference to Exhibit 10.1 to the Companys 10-Q/A filed with the SEC on March

201

10p Value Added Reseller Agreement made and entered into as of the 12th day of May 2010 by and between American

Medical Alert Corp and Lifecomm LLC confidential treatment will be requested for certain portions of this exhibit

pursuant to the rules and regulations of the Securities Exchange Act of 1934 as amended which portions have been omitted

and have been filed separately with the Securities and Exchange Commission Omitted portions are indicated in this exhibit

with by reference to Exhibit 10.2 to the Companys l0-Q/A filed with the SEC on March 2011

21 Subsidiaries of the Company

23.1 Consent of Margolin Winer Evens LLP

23.2 Consent of PricewaterhouseCoopers LLP

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1 Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
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32.2 Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

Filed herewith

Filed previously on March 31 2011

Management contract or compensatory plan or arrangement
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SIGNATURES

In accordance with Section 13 or 15d of the Exchange Act the registrant caused this report to be signed on its behalf by the

undersigned thereunto duly authorized

AMERICAN MEDICAL ALERT CORP

By Is/Jack Rhian

Jack Rhian

Chief Executive Officer and President

Dated April 2011
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Exhibit 31.1

CERTIFICATION

Jack Rhian certify that

have reviewed this annual report on Form 10-K/A of American Medical Alert Corp

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state material fact

necessary to make the statements made in light of the circumstances under which such statements were made not misleading with respect to

the period covered by this report

Based on my knowledge the financial statements and other financial information included in this report fairly present in all

material respects the financial condition results of operations and cash flows of the registrant as of and for the periods presented in this report

The registrants other certifying officers and are responsible for establishing and maintaining disclosure controls and procedures as

defined in Exchange Act Rules 13a-15e and 15d-15e and internal control over fmancial reporting as defined in Exchange Act Rules 13a-

15f and 15d-l5f for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our

supervision to ensure that material information relating to the registrant including its consolidated subsidiaries is made known to us by

others within those entities particularly during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over financial reporting to be designed

under our supervision to provide reasonable assurance regarding the reliability of financial reporting and preparation of financial

statements for external purposes in accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our conclusions

about the effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such

evaluation and

Disclosed in this report any change in the registrants internal control over fmancial reporting that occurred during the registrants

most recent fiscal quarter the registrants fourth fiscal quarter in the case of an annual report that has materially affected or is reasonably

likely to materially affect the registrants control over financial reporting and

The registrants other certifying officers and have disclosed based on our most recent evaluation of internal control over

financial reporting to the registrants auditors and the audit committee of the registrants board of directors or persons performing the

equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which

are reasonably likely to adversely affect the registrants ability to record process summarize and report financial information and
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Any fraud whether or not material that involves management or other employees who have significant role in the

registrants internal control over financial reporting

Date April 2011 Is Jack Rhian

Jack Rhian

Chief Executive Officer

and President

principal executive officer
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Exhibit 31.2

CERTIFICATION

Richard Rallo certify that

have reviewed this annual report on Form 10-K/A of American Medical Alert Corp

Based on my knowledge this report does not contain
any untrue statement of material fact or omit to state material fact

necessary to make the statements made in light of the circumstances under which such statements were made not misleading with respect to

the period covered by this report

Based on my knowledge the financial statements and other fmancial information included in this report fairly present in all

material respects the fmancial condition results of operations and cash flows of the registrant as of and for the periods presented in this report

The registrants other certifying officers and are responsible for establishing and maintaining disclosure controls and procedures as

defmed in Exchange Act Rules 13a-15e and 15d-15e and internal control over fmancial reporting as defmed in Exchange Act Rules l3a-

15f and 15d-15f for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our

supervision to ensure that material information relating to the registrant including its consolidated subsidiaries is made known to us by

others within those entities particularly during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over fmancial reporting to be designed

under our supervision to provide reasonable assurance regarding the reliability of fmancial reporting and preparation of financial

statements for external purposes in accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our conclusions

about the effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such

evaluation and

Disclosed in this report any change in the registrants internal control over fmancial reporting that occurred during the registrants

most recent fiscal quarter the registrants fourth fiscal quarter in the case of an annual report that has materially affected or is reasonably

likely to materially affect the registrants control over financial reporting and

The registrants other certifying officers and have disclosed based on our most recent evaluation of internal control over

financial reporting to the registrants auditors and the audit committee of the registrants board of directors or persons performing the

equivalent functions

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which

are reasonably likely to adversely affect the registrants ability to record process summarize and report fmancial information and
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Any fraud whether or not material that involves management or other employees who have significant role in the

registrants internal control over financial reporting

Date April 2011 Is Richard Rallo

Richard Rallo

Chief Financial Officer

principal financial officer
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON D.C 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15d OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30 2011

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15d OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from
____________

to ____________

Commission File Number 001-08635

AMERICAN MEDICAL ALERT CORP
Exact Name of Registrant as Specified in its Charter

NewYork 11-2571221

State or other jurisdiction of I.R.S Employer

incorporation or organization Identification Number

36-36 33 rd Street Long Island City New York 11106

Address of principal executive offices

Zip Code

212 879-5700

Registrants telephone number including area code

Indicate by check mark whether the registrant has filed all reports required to be filed by Section 13 or 15d of the Securities Exchange Act

of 1934 during the preceding 12 months or for such shorter period that the registrant was required to file such reports and has been

subject to such filing requirements for the past 90 days

Yes NoD

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site if any every Interactive Data

File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months or for such shorter period

that the registrant was required to submit and post such files

Yes NoD

Indicate by check mark whether registrant is large accelerated filer an accelerated filer non-accelerated filer or smaller reporting

company See the definitions of large accelerated filer accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange

Act

Large accelerated filer Accelerated filer

Non-accelerated filer Do not check if smaller reporting company Smaller reporting company

Indicate by check mark whether the registrant is shell company as defined in Rule 12b-2 on the Exchange Act
YesO No

Indicate the number of shares outstanding of each of the issuers classes of common stock as of the latest practicable date 9631777 shares of

$.01 par value common stock as of November 2011
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Report of Independent Registered Public Accounting Firm

Board of Directors and Shareholders

American Medical Alert Corp and Subsidiaries

Long Island City New York

We have reviewed the accompanying condensed consolidated balance sheet of American Medical Alert Corp and Subsidiaries the

Company as of September 30 2011 and the related condensed consolidated statements of income loss for the nine-month and three-month

periods ended September 30 2011 and 2010 and cash flows for the nine-months ended September 30 2011 and 2010 These interim financial

statements are the responsibility of the Companys management

We conducted our reviews in accordance with the standards of the Public Company Accounting Oversight Board United States review of

interim fmancial information consists principally of applying analytical procedures and making inquiries of persons responsible for financial

and accounting matters It is
substantially less in scope than an audit conducted in accordance with the standards of the Public Company

Accounting Oversight Board United States the objective of which is the expression of an opinion regarding the financial statements taken as

whole Accordingly we do not express such an opinion

Based on our reviews we are not aware of any material modifications that should be made to the condensed consolidated interim financial

statements referred to above for them to be in conformity with accounting principles generally accepted in the United States of America

We have previously audited in accordance with the standards of the Public Company Accounting Oversight Board United States the

consolidated balance sheet of American Medical Alert Corp and Subsidiaries as of December 31 2010 and the related consolidated statements

of income shareholders equity and cash flows for the year then ended not presented herein and in our report dated March 31 2011 we
expressed an unqualified opinion on those consolidated fmancial statements based on our audit and the report of other auditors with respect to

the Companys investment in Lifecomm LLC In our opinion the information set forth in the accompanying condensed consolidated balance

sheet as of December 31 2010 is fairly stated in all material respects in relation to the consolidated balance sheet from which it has been

derived

Is Margolin Winer Evens LLP

Margolin Winer Evens LLP

Garden City New York

November 14 2011
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PART FINANCIAL INFORMATION
Item Financial Statements

AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

September 30 2011

Unaudited Dec 31 2010

ASSETS

CURRENT ASSETS

Cash 7329277 4090528

Accounts receivable

net of allowance for doubtful accounts of $483800 and $452000 8276818 7497367

Inventory net of non-current portion 983137 1005488

Prepaid income taxes 208621 610479

Prepaid expenses and othcr current assets 382795 364747

Deferred income tax asset 173000 219000

Total Current Assets 17353648 13787609

lion morti tion

FIXED ASSETS

Net of accumulated deprecia md za 6382035 7195019

OTHER ASSETS

Intangible assets

net of accumulated amortization of $7258278 and $6864657 1065314 1350936

Goodwill 10842352 10842352

Investment in limited
liability company 1474157 2970210

Other assets including inventory of $481135 and $407615 1602744 1371359

14984567 16534857

38720250 37517485

LIABILITiES AND SHAREHOLDERS EQUITY

CURRENT LIABILITIES

Current portion of long-term debt 420000 660000

Accounts payable 1134185 732849

Accrued expense acquisitions 95214 105807

Accrued expenses 2240216 2013152

Deferred revenue 312183 231825

Total Current Liabilities 4201798 3743633

DEFERRED INCOME TAX LIABELITY 1182000 1228000

LONG-TERM DEBT Net of Current Portion 1850000 2150000

CUSTOMER DEPOSITS 87574 101499

ACCRUED RENTAL OBLIGATION 565603 566235

ACCRUED EXPENSE ACQUISITION 72300

TOTAL LIABILITIES 7886975 786 1667

TOTAL ASSETS

Preferred stock $.01 par value authorized 1000000 shares none issued and

Additional paid-in capital 16606018
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30969852 29792395

$Th
Total Shareholders Equity 30833275 29655818TOQUJT _________ ______

See accompanying notes to condensed fmancial statements
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AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

Unaudited

Nine Months Ended September 30

Services

ua1es

t6ndEieIImr
Costs related to services

tfpo4ttats sold

Selling general and administrative expenses

itfret xpeise

Equity in net loss from investment in limited liability company

1for 1ieThxs

2011

31599894

544595

32144489

14739347

259097

13751663

40421

1496053

997

19178S5

2010

29070455

62325

29632780

13342562

260253

12134682

4525g

507512

77468

34i9g1

49ZQOG

NENCQMg 824$85

Nfüome prsIiar

Basic .09 .21

.0i 21

See accompanying notes to condensed fmancial statements

9830367 9842901
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AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF iNCOME LOSS
Unaudited

IucGmebfaro Provision 1t lFaii

Provien for Income Taxes

NET iNCOME LOSS

2011

11024917

16$272

11193189

5149730

163$3

5321282

424141

9805692

2Q69
10009388

4464062

4369598

1L991

391385

1T777

24S93

___________ 3QQ

44 4977Q

Net income los per share

Basic

DiMd
.00 .04

See accompanying notes to condensed fmancial statements

Revenues

Services

Product sales

Costs and Expenses Fncrnie

Costs related to services

Costs prodicts sçld

Selling general and administrative expenses

Interest ecpense

Equity in net loss from investment in limited liability company

Other Income

Three Months Ended September 30

________________
2010

Wegkted average numbet

9605183 9858343
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AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Unaudited

Nine Months Ended September 30

2011 2010

ties

me to net cash provided by op

Depreciation and amortization

Stock compensation charge

Equity in net loss from investment in limited liability company

Decrease increase in

Accounts receivable

Inventory

Prepaid income taxes

Prepaid expenses

Increase decrease in

Accounts pay

Deferred revenue

Net Cash Provided by Operating Activities
_________________

Cash Flows From Investing Activities

Expei rcs for fixed assets

Purchase of Alpha Message Center Inc

Purchase account acquisition

Payment of Investment in limited liability company

ditu

Cash Flows From Financing Activities

Proceeds from long-term debt 2000000

Repayment of long-term debt 540000 1506666
Paynient of accrued expense acquisitions 82893 73346
Proceeds upon exercise of stock options 205600 47394

Payment of loan financing costs 4370
Dividends paid 1901879

Net Cash Used In Financing Activities 417293 1438867

See accompanying notes to condensed fmancial statements

2347742

146.972

1496053

779451
51169

401858

and other current assets 18048 104251

2794776

197990

507512

252729

277384
163777

able accrued expenses and other 613844 516657

80358 38385

5063044 5275160

1245651 913151

577977

108000

4150336
Decrease increase in other assets 53351 4798

Net Cash Used In investing Activities 1407002 5636.666
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AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS Continued

Unaudited

Nine Months Ended September 30
2011 2010

Cash Beginning of Period 4090528 5498448

Cash End of Period 7329277 3698075

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

CASH PAID DURING THE PERIOD FOR INTEREST 43089 42699

CASH PAID DURING THE PERIOD FOR INCOME TAXES 705963 1551769

Accrued expense acquisitions additional goodwill

American Mediconnect Inc 38298

Alpha Message Center Inc 200000

Other assets deposits on equipment transferred to fixed asset 21875

Other assets deposits on product transferred to inventory 105476

See accompanying notes to condensed fmancial statements
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AMERICAN MEDICAL ALERT CORP AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements

Unaudited

General

These financial statements should be read in conjunction with the financial statements and notes thereto for the year ended December 31 2010

included in the Annual Report on Form 10-K for the year ended December 31 2010 of American Medical Alert Corp

Results of Operations

The accompanying condensed consolidated financial statements include the accounts of American Medical Alert Corp and its wholly-owned

subsidiaries together the Company All material inter-company balances and transactions have been eliminated

In the opinion of management the accompanying unaudited condensed fmancial statements contain all adjustments consisting only of normal

recurring accruals necessary to present fairly the financial position as of September 30 2011 and the results of operations for the nine and

three months ended September 30 2011 and 2010 and cash flows for the nine months ended September 30 2011 and 2010

The accounting policies used in preparing these financial statements are the same as those described in the December 31 2010 financial

statements

The results of operations for the nine and three months ended September 30 2011 are not necessarily indicative of the results to be expected for

any other interim period or for the full year

Recent Accounting Pronouncements

In December 2010 the FASB issued Update 20 10-29 Disclosure of Supplementary Pro Forma Information for Business Combinations The

amendments in Update 20 10-29 specifr that if public entity presents comparative fmancial statements the entity should disclose revenue and

earnings of the combined entity as though the business combination that occurred during the current year had occurred as of the beginning of

the comparable prior annual reporting period only Update 20 10-29 also expands the supplemental pro forma disclosures to include

description of the nature and amount of material nonrecurring pro forma adjustments directly attributed to the business combination included

in the pro forma financial data The Company is required to adopt all the provisions of Update 20 10-29 for any business combinations for

which the acquisition date is on or after January 2011 The impact of the provisions of this guidance on the Companys consolidated

financial statements depends upon the nature terms and size of the acquisitions it will consummate in the future
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In December 2010 the FASB issued Update 2010-28 Intangibles Goodwill and Other Topic 350 Update 2010-28 modifies the first step

of the goodwill impairment test to include reporting units with zero or negative carrying amounts For these reporting units the second step of

the goodwill impairment test shall be performed to measure the amount of impairment loss if any when it is more likely than not that

goodwill impairment exists Update 2010-28 is effective for fiscal years and interim periods beginning after December 15 2010 The adoption

of this guidance did not have material impact on the consolidated financial statements of the Company

Accounting for Stock-Based Compensation

Stock based compensation is recorded in accordance with ASC Topic 718 Compensation Stock Compensation which requires the

measurement and recognition of compensation expense for all share-based payments to employees including grants of stock and employee

stock options based on estimated fair values

The Company granted options to purchase 10000 shares of common stock during the nine months ended September 30 2011 No options

were granted during the nine months ended September 30 2010

The following tables summarize stock option activity for the nine months ended September 30 2011 and 2010

2011

Weighted

Avci ge
Weighted Remaining Aggregate

Number of Average Contractual Intrinsic

Options Option Price Term years Value

Balance at January 718343 3.85

Granted 10000 5.85

Exercised 40000 5.14

Vested and exercisable 644419 3.62 1.27 3071789
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2010

Weighted

Average

Remaining Aggregate

Contractual Intrinsic

__________ ___________
Term years Value

Granted

4tLed
Expired/Forfeited 30000 6.49

_______ ________ ________2

Vested and exercisable

_____________

The aggregate intrinsic value of options exercised during the nine months ended September 30 2011 and September 30 2010 were $10400

and $29074 respectively There were 18274 and 27700 nonvested stock options outstanding as of September 30 2011 and 2010

respectively See Note 14 regarding the vesting of these options in connection with the merger agreement

The following table summarizes stock-based compensation expense related to all share-based payments recognized in the condensed

consolidated statements of income loss

Stock grants other 64663

SJrvice based wa
Performance based awards 67129

Stock-based compensation expense net of tax 2892 22178

kptin
Stock

grants other

Performance based awards

Stock-based compensation expense net of tax

Stock Grants Other

Nine Months

Ended September 30

2011

Nine Months

Ended September 30

2010

44Il

32765 86422

7459

63213 116825

The non-employee members of the Board of Directors have an option to elect at the beginning of each calendar year to receive either shares of

conmion stock or cash at the end of each quarter as compensation for services provided as members of the Board of Directors and other

committees Share grants issued vest immediately but are subject to one-year restriction on transfer In accordance with the merger

agreement executed in September 2011 see Note 14 after June 30 2011 the non-employee members of the Board of Directors no longer

have an option to receive stock as compensation for services

Weighted

Number of Average

Options Option
Price

at September 853272 4.22

4.16 1.74 1662347

Three Months

Ended September 30

201

Three Months

Ended September 30

2010
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Service Based Awards

In January 2006 May 2007 January 2009 and December 2010 the Company granted 50000 22000 12000 net of 9500 shares waived by an

executive and 46500 restricted shares respectively to certain executives in respect of services rendered but at no monetary cost These shares

vest over periods ranging from to years on December 31 of each year The Company records the compensation expense on straight-line

basis over the vesting period Fair value for restricted stock awards based on the Companys closing common stock price on the date of

grant There were 84000 shares and 63000 shares vested as of September 30 2011 and 2010 respectively The aggregate grant date fair

value of restricted stock grants was $830845 The vesting period of the January 2006 and May 2007 grants expired on December 31

2010 As of September 30 2011 and 2010 the Company had approximately $2 12000 and $34000 respectively of total unrecognized

compensation costs related to nonvested restricted stock units expected to be recognized over weighted average period of 2.25 years See

Note 14 regarding the vesting of these restricted stock units in connection with the merger agreement

Performance Based Awards

In January 2006 and May 2007 respectively the Company granted share awards for up to 90000 shares up to 18000 shares per year through

December 31 2010 and 46000 shares up to 11500 shares per year through December 31 2010 to certain executives Vesting ofsuch shares

was contingent upon the Company achieving certain specified consolidated gross revenue and Earnings before Interest and Taxes EBIT
objectives in each of the fiscal years ending December 31 2006 through December 31 2010 The fair value of the performance shares

aggregate value of $909400 was based on the closing trade value of the Companys stock on the date of grant and assumed that performance

goals would be achieyed The fair value of the shares was expensed over the performance period for those shares that were expected to

ultimately vest If such objectives were not met no compensation cost was recognized and any recognized compensation cost was

reversed All performance based awards were either earned or forfeited as of December 31 2010 During 2011 there were no performance

shares vesting and there were no unrecognized compensation costs related to performance share awards As of September 30 2010 57250

shares were vested and there was approximately $37000 of total unrecognized compensation costs related to nonvested share awards

Earnings Per Share

Earnings per share data for the nine and three months ended September 30 2011 and 2010 is presented in conformity with ASC TOpic250

Earnings Per Share
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The following table is reconciliation of the numerators and denominators in computing earnings per share

Income Loss Shares Per-Share

Numerator Denominator Amounts

O9

Nine Months Ended September 30 201

acEIS Income vailab1e to mmon sokhatders

Effect of dilutive securities

and

4ö77Q6
___________

Effect of dilutive securities

T1ire Months Ended September 3O 2011

sic EPS -Income available /loss attributab1 tc umoi stck1jjdrs

Effect of dilutive securities

Oi

44O6 0G

NnthEned Sep be32OtQ

aic EPS Income waiiab1e to eoxwnoi oekIi4ders

Effect of dilutive securities

________

54431
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Goodwill

Changes in the carrying amount of goodwill all of which relates to the Companys TBCS segment for the nine months ended September 30
2011 and 2010 are as follows

Moutbi4edSeptetnber 30201

Ba1aes of January 2011 I0842352

Additional Goodwill

Balance as of
September 30 2011 10842352

Nine Months Ended September 30 2010

Balance as of January 12010 10255983

4ttJ1Goodwill 4865IO

Baiaric as 1Septembor 3Q 2010 i0742493

The addition to goodwill during the nine months ended September 30 2010 consists of $448212 which relates to the acquisition of Alpha

Message Center Inc in September 2010 and $38298 which relates to the additional purchase price of American Mediconneet Inc based on

the cash receipts from the clinical trials portion of the business

Acquisition

On September 29 2010 the Company acquired substantially all of the assets of Alpha Message Center Inc Alpha New Jersey based

company that provides telephone after-hours answering and pager services The purchase price of this acquisition consisted of an initial cash

payment of $577977 and an accrual of $200000 which represented the estimated fair value derived using significant unobservable inputs

categorized within Level of the fair value hierarchy of the contingent consideration expected to be paid through September 2012 The

contingent consideration is based on the acquisition agreement that calls for the Company to pay the former owner of Alpha fourteen percent

14% of the cash expected to be collected by the Company excluding sales taxes from certain revenue generated by Alpha through September

2012 The Company estimated the future contingent consideration expected to be paid based upon Alphas historic revenue data As of

September 30 2011 $104786 has been paid to the former owner based on cash receipts The Company also incurred finder and professional

fees of approximately $57000 which were included in selling general and administrative
expenses for the nine months ended September 30

2010 The results of operations of Alpha are included in the Telephone Based Communications Services TBCS segment as of the date of

acquisition

174



The following table summarizes the adjusted estimated fair values of the assets acquired at the date of acquisition

1l
Fixed assets 25000

Customer list 185000

Qd3lfl

Cost to acquire Alpha 777977

The purchase price of the acquisition exceeded the fair value of the identifiable net assets acquired inasmuch as the acquisition was

consummated to enable the Company to strengthen its position in the area where it was already operating Furthermore the acquisition was for

the business future cash flows and net earnings as opposed to solely for the identifiable tangible and intangible assets

The results of operations for Alpha are included in the condensed consolidated statements of income loss for the nine and three months ended

September 30 2011 On pro forma basis had the Alpha acquisition taken place as of the beginning of 2010 the Companys results of

operations for the nine and three months ended September 30 2010 would not have been materially affected

Investment in Limited Liability Company

On May 12 2010 the Company entered into limited liability company agreement with Hughes Telematics Inc and Qualcomm Incorporated

to design develop finance and operate mobile PERS system The Company invested $4000000 and incurred $150336 in professional fees

to acquire minority interest approximately 10% in the new company Lifecomm LLC Lifecomm As part of this transaction the

Company borrowed $2000000 from its bank to partially finance this transaction In addition pursuant to the limited liability company

agreement the Company has agreed to fund its share $200000 of stand-by equity commitment for Lifecomms benefit if required As of

September 30 2011 the Companys exposure to loss is limited to the recorded equity investment balance of $1474157 and its share

$200000 of stand-by equity commitment if required

Elughes Telematics Inc HTI parent of Lifecomm and the party who has controlling fmancial interest in Lifecomm has determined that

Lifeconmi is variable interest entity and that HTI is the primary beneficiary

Lifecomm is development stage company that has yet to generate any revenue and has generated pre-tax net loss of $6595242 and

2282762 during the nine and three months ended September 30 2011 $10217134 during the period from inception May 12 2010 to

September 30 2011 Lifecomni will continue to generate losses until the next generation mobile PERS is completed and commercialized

which is anticipated to be in early 2012
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In accordance with the limited liability company agreement profits are generally allocated to members in the amount of and in proportion to

their ownership of the outstanding membership units Losses are generally allocated to members in the amount of and in proportion to their

unreturned capital contributions which for the purposes of determining the allocation of losses is defined as the aggregate of cash

contributions iithe fair value of other contributed assets and iii the value of in-kind services contributed by the members through the date of

determination less iv the fair value of any assets distributed to the members provided however that any losses generated through May 12

2012 will be generally allocated to the members first in the amount of and in proportion to the unreturned capital contributions attributable to

only the cash contributions and the value of in-kind services contributed by the members through the date of determination and then in the

amount of and in proportion to the unreturned capital contributions attributable to the fair value of other contributed assets

During the nine and three months ended September 30 2011 the Company recorded pre-tax net loss of $1496053 and $424141

respectively $2676179 during the period from inception May 12 2010 to September 30 2011 for its share of losses from the equity

investment in Lifecomm The equity loss primarily relates to research and development costs as well as other selling general and

administrative expenses incurred for the development of the next generation mobi1e PERS As the development continues to progress the

Company expects that its share of equity loss will continue throughout 2011 until the next generation mobile PERS is completed and

commercialized which is anticipated to be in early 2012

In connection with the formation of Lifecomm the Company entered into Value Added Reseller Agreement VAR Agreement with

Lifecomm Under the VAR Agreement the Company will be reseller of the Mobile PERS Solution in the United States as well as

preferred provider of the emergency assistance call center EACC component of the Mobile PERS Solution provided by Lifecomm to

customers The Company will be the sole provider of the EACC to the customers to whom it resells the Mobile PERS Solution The term of

the VAR Agreement is perpetual subject to termination as set forth therein The VAR Agreement contains standard indemnification

provisions for agreements of this nature

Long-term Debt

The Company had credit facility arrangement for $4500000 which included revolving credit line which permitted borrowings of

$1500000 based on eligible receivables as defmed and $3000000 term loan payable The term loan was payable in equal monthly

principal installments of $50000 over five years commencing January 2006 This term loan was paid in full during the second quarter of 2010

without any prepayment charge

During 2006 the credit facility was amended whereby the Company obtained an additional $2500000 and $1600000 of term loans the

proceeds of which were utilized to finance certain acquisitions These term loans are payable over five years
in equal monthly principal

installments of $41666.67 and $26666.67 respectively Additionally certain of the covenants were amended The $2500000 term loan was

paid in full during the second quarter of 2010 without any prepayment charge
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En December 2006 the credit facility was amended to reduce the interest rates charged by the bank such that borrowings under the term loan

will bear interest at either LIBOR plus 2.00% or the prime rate or the federal funds effective rate plus .5% whichever is greater and the

revolving credit line willbear interest at either LIBOR plus 1.75% or the prime rate or the federal funds effective rate plus .5%

whichever is greater The LIBOR interest rate charge shall be adjusted in 25% intervals based on the Company ratio of Consolidated Funded

Debt to Consolidated EBITDA In the third quarter of 2007 the interest rate was reduced by .25% based on this ratio The Company has the

option to choose between the two interest rate options under the amended term loan and revolving credit line Borrowings under the credit

facility are collateralized by substantially all of the assets of the Company

Dn April 30 2007 the Company amended its credit facility whereby the term of the revolving credit line was extended through June 2010 and

the amount of credit available under the revolving credit line was increased to $2500000 In June 2010 the term of the revolving credit line

was extended through June 2013

Dn May 12 2010 the Companys credit facility was amended whereby the Company obtained an additional $2000000 in the form of term

Loan the proceeds of which were utilized to partially finance its investment in Lifecomm relating to the development of mobile PERS

This term loan is payable over five years in equal monthly principal installments of $33333.33 commencing June 2010 The

nterest rate is the same as the previous term loans secured by the Company as described above

of September 30 2011 June 30 2011 and March 31 2011 the Company was in compliance with its financial covenants in its loan

igreement As of September 30 2010 June 30 2010 and March 31 2010 the Company was in compliance with its financial covenants its

oan agreement

Provision for Income Taxes

Company records its tax provision or benefit on an interim basis using an estimated annual effective tax rate For the nine and three

nonths ended September 30 2011 the Company increased the estimated effective tax rate to reflect the impact of certain non-deductible

xpenses incurred in connection with the merger agreement described in Note 14

Li Dividends

December 16 2009 the Company declared dividend in the amount of $0.10 per share or $950364 which was accrued as of December

2009 The dividend was payable to the shareholders of record as of December 28 2009 The dividend was paid on January 15 2010

July 19 2010 the Company declared dividend in the amount of $0.10 per share or $951515 which was payable to the shareholders of

cord as of September 13 2010 The dividend was paid on September 29 2010

Segment Reporting

he Company has two reportable segments Health and Safety Monitoring Systems HSMS and ii Telephone Based Communication

ervices TBCS

he table below provides reconciliation of segment information to total consolidated information for the nine and three months ended

eptember 30 2011 and 2010
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2011

HSMS TBCS Consolidated

Nine Months Ended
September

30 2011

ji
Income loss before provision for income taxes 24153 1942038 1917885

HSMS TBCS Consolidated

3O2Otl

Revenue 5327687 5865502 11193189

1$1

2010

HSMS TBCS Consolidated

Nine Months Ended
September

30 2010

tp1

Income before provision for income taxes 2148705 1271276 3419981

HSMS TBCS Consolidated

Revenue 5178607 4830781 10009388

Income before provision for income taxes within the HSMS segment
includes the Companys share of equity in net loss from its investment

in limited liability company and merger-related expenses as follows

September 30 September 30

Equity
in net loss from investment in limited

liabi1it comrany
2011 2010

P1M I$IP
Three Months Ended 424141 391385
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September 30 September 30

r-related expense
2011 2010

iihs4etL
Three Months Ended 625950

13 Commitments and Contingencies

The Company is aware of various threatened or pending litigation claims against the Company relating to its products and services and other

claims arising in the ordinary course of its business At September 30 2011 and 2010 no material liabilities have been recorded in the

accompanying financial statements The Company has given its insurance carrier notice of such claims and it believes there is sufficient

insurance coverage to cover any such claims In any event the Company believes the disposition of these matters will not have material

adverse effect on the results of operations and financial condition of the Company

In connection with the merger agreement described in Note 14 the Company is aware of three as of now uncertified class action lawsuits that

have been filed against the Company and its Board of Directors The Company has given its insurance carrier notice of such claims counsel

has been retained to defend the lawsuits and the Company believes that there is sufficient insurance
coverage to pay any damages awarded as

result of the asserted claims At this time it cannot be detennined if the Company will be deemed liable for any damages as result of the

lawsuits However the Company believes that the claims in the lawsuits have no merit

14 Merger Agreement with Tunstall

On September 22 2011 the Company entered into an Agreement and Plan of Merger the Merger Agreement with Tunstall Healthcare

Group Limited Tunstall and Monitor Acquisition Corp an indirect wholly owned subsidiary of Tunstall Merger Sub pursuant to

which subject to the satisfaction or waiver of certain conditions Merger Sub will merge with and into the Company and the Company will

become wholly-owned subsidiary of Tunstall the Merger

On the terms and subject to the conditions of the Merger Agreement at the effective time of the Merger the Effective Time each share of

common stock par value $0.01 per share of the Company the Common Stock issued and outstanding immediately prior to the Effective

Time other than treasury shares of the Company and any shares of the Companys Common Stock owned by Tunstall Merger Sub or any

wholly owned subsidiary of the Company will be converted into the right to receive an amount in cash without interest equal to $8.55 less

the amount of any required withholding tax and ii one contingent payment right CPR issued by Tunstall subject to and in accordance

with the CPR Agreement which provides for payments under certain circumstances relating to the Companys investment in Lifecomm

All outstanding stock options Options and restricted stock units RSUs of the Company will be canceled at the Effective Time Holders

of Options whether vested or unvested with an exercise price below the Cash Consideration will receive for each share of the Companys

Common Stock subject to such Option cash payment equal to the difference between the Cash Consideration and the exercise price of the

Option less the amount of any required withholding tax and ii one CPR Holders of Options with an exercise price at or above the Cash

Consideration if any will not receive any consideration in the Merger
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Holders of RSUs whether vested or unvested will receive for each share of the Companys Common Stock subject to such RSU cash

payment equal to the Cash Consideration less the amount of
any required withholding tax and ii one CPR

Outstanding shares of restricted stock for which restrictions have not otherwise lapsed or expired and are outstanding will have their associated

restrictions accelerate and expire immediately prior to the Effective Time Holders of shares of restricted stock will receive for each such

share cash payment equal to the Cash Consideration less the amount of any required withholding tax and ii one CPR

All outstanding warrants will be redeemed at the Black-Scholes Value as defined in the Merger Agreement of such warrant at the Effective

Time

The Company and Tunstalls respective obligations to complete the Merger are subject to customary closing conditions including the

approval of the Merger by the holders of at least two-thirds of the outstanding shares of the Companys Common Stock ii the expiration or

termination of the waiting period under the Hart-Scott-Rodino Antitrust Improvements Act and iii the absence of any legal prohibition on

completion of the Merger or the other transactions contemplated by the Merger Agreement Completion of the Merger is not subject to any

financing contingency

The Merger Agreement also provides for certain other termination rights for both Tunstall and the Company The Company may be required to

pay Tunstall termination fee of $3500000 upon termination of the Merger Agreement under specified qircumstances In addition in the

event that the Merger Agreement is terminated by either the Company or Tunstall following failure to obtain approval of the Companys

shareholders of the Merger the Company is required to pay Tunstalls costs and expenses in an amount not to exceed $500000 which amount

will be offset against the amount of any termination fee paid thereafter

During the nine months and three months ended September 30 2011 the Company recorded approximately $980000 and $7i6000

respectively of merger-related costs that were included in the selling general and administrative expenses
of the Companys

condensed consolidated statement of income loss
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Item Managements Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis provides information which management believes is relevant to an assessment and understanding of the

Companys results of operations and financial condition This discussion and analysis should be read in conjunction with our unaudited

condensed consolidated fmancial statements and related notes thereto appearing elsewhere in this report and our audited consolidated financial

statements contained in the Annual Report on Form 10-K for the year ended December 31 2010

Statements contained in this Quarterly Report on Form 10-Q include forward-looking statements within the meaning of Section 27A of the

Securities Act and Section 21E of the Exchange Act including in particular and without limitation statements contained herein under the

heading Managements Discussion and Analysis of Financial Condition and Results of Operations Forward-looking statements involve

known and unknown risks uncertainties and other factors which could cause the Companys actual results performance and achievements

whether expressed or implied by such forward-looking statements not to occur or be realized These include uncertainties relating to the

completion of the Companys proposed acquisition by Tunstall investment in the Lfecomm joint venture successful implementation of our

acquisition strategy risk of loss of key government customers government regulation new product initiatives and product liability risks Such

forward-looking statements generally are based upon the Company best estimates of future results performance or achievement based upon

current conditions and the most recent results of operations Forward-looking statements may be identified by the use of forward-looking

terminology such as may will expect believe estimate project anticipate continue or similar terms variations of those

terms or the negative of those terms

You should carefully consider such risks uncertainties and other information disclosures and discussions which contain cautionary statements

identifying important factors that could cause actual results to djffer materially from those provided in the forward-looking statements

Readers should carefully review the risk factors and any other cautionary statements contained in the Companys Annual Report on Form 10

this Quarterly Report on Form 10-Q see Part II Other Information Item 1A Risk Factors and other public filings The Company

undertakes no obligation to publicly update or revise any forward-looking statements whether as result of new information future events or

otherwise

Overview

The Companys primary business consists of two operating segments The first segment Health Safety and Monitoring Services HSMS is

omprised of the development and marketing of Remote Patient Monitoring RPM technologies that include personal emergency response

ystems PERS medication reminder and dispensing systems telehealthldisease management technologies and safety monitoring systems to

harmacies The second segment Telephony Based Communication Services TBCS provides centralized call center solutions primarily to

he healthcare community including traditional after hours services daytime services applications and pharmaceutical support and clinical

rial recruitment call center services The Company markets its offerings directly to healthcare providers pharmaceutical companies managed

are organizations and through network of distributors The Company also offers certain products and services directly to consumers
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On September 22 2011 AMAC entered into an Agreement and Plan of Merger the Merger Agreement with Tiinstall Healthcare Group

Limited Tunstall and Monitor Acquisition Corp an indirect wholly owned subsidiary of Tunstall Merger Sub pursuant to which

subject to the satisfaction or waiver of certain conditions Merger Sub will merge with and into the Company and the Company will become

wholly-owned subsidiary of Tunstall the Merger Under the terms of the agreement each share of our common stock will be converted into

the right to receive cash payment of $8.55 Each share will also receive one Contingent Payment Right CPR which provides for payments

under certain circumstances relating to the Companys investment in Lifecomm

The transaction has been approved by our Board of Directors and is subject to customary closing conditions including the approval of the

acquisition by our shareholders and the expiration or termination of the applicable waiting period under the Hart-Scott-Rodino Antitrust

Improvements Act of 1976 the HSR Act The Company received confirmation of early termination of the initial waiting period under the

HSR Act effective as of October 28 2011

In connection with the transaction the Company filed with the SEC preliminary proxy statement on November 2011 and other documents

and intends to file other relevant materials with the SEC concerning the proposed Merger including definitive proxy statement The

Companys shareholders are advised to read the definitive proxy statement when it becomes available because it will contain important

information regarding the Company and the Merger Shareholders may obtain free copy of the definitive proxy statement when it becomes

available and other relevant documents filed by the Company with the SEC at the SECs website at http//www.sec.gov In addition

shareholders may obtain free copies of the documents filed with the SEC relating to the transaction by directing written request to American

Medical Alert Corp 36-36 33rd Street Suite 103 Long Island City NY 11106 Attention Corporate Secretary or from the Companys

website http//amac.com

The Company is working toward completing the Merger as quickly as possible The Merger could be completed as early as the fourth quarter

of 2011 However we cannot assure you when or if the Merger will occur
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bout HSMS

ersona1 Emergency Response Systems PERS

ERS is the Companys core product and service offering The system consists of console unit and wireless transmitter generally worn as

endant or on the wrist by the client In the event of an emergency the client is able to summon immediate assistance via two-way voice

ystem that connects the clients home telephone with the Companys emergency response center The ability to access and obtain assistance

articularly after fall or during medical emergency has been proven to reduce overall healthcare costs and increase the ability of an

tidividual to remain independent at home AMACs PERS is marketed directly to consumers providers and by third party resellers under

aultiple brands including VoiceCare Walgreens Ready ResponseTM Response CallApriaAlertTM and most recently VNSNYA55i5tTM

vledSmart

4edSmart is powerful solution that organizes reminds and dispenses pills in accordance with prescribed treatment regimens Easy to set up

nd use MedSmart improves adherence to medication regimens and reduces the risk of missed doses and overdosing errors to improve clinical

utcomes and quality of life With MedSmarts innovative event reporting and notification capability family caregivers and healthcare

rofessionals can proactively support independent living MedSmarts docking base serves as the gateway for remote programming and event

eporting When connected to household phone MedSmart transmits device and dispensing history to secure server supported with web

pplication for review by authorized individuals such as relatives or medical professionals Through AMACs personalized notification

ystem alerts can be sent to track adherence address dosing errors and predict refill requirements The ability to communicate these events

reates new capability to easily track adherence proactively modify behavior and improve compliance

vledTime

4edTime is an electronic medication reminder and dispensing unit marketed under an exclusive licensing manufacturing and distribution

greement which began in 1999 This agreement originates from PharmaCell AB Swedish company with licensing rights extending

hroughout the United States Canada and Mexico The initial term of the agreement was five years requiring the Company to achieve certain

urchase minimums in order to maintain exclusivity Thereafter the agreement converted to an evergreen with annual purchase minimums of

1500 units The Company has met all minimums with PharmaCell to date and continues to maintain exclusivity

felehealth Systems

Rounding out AMACs RPM portfolio is AMACs telehealth delivery capability As distributor of the Health Buddy System many of the

companys customers have successfully demonstrated the value proposition of incorporating disease management technologies into patients

lan of care This AMAC operated telehealth platform is directed toward providers who require low-cost solution easy installation reliable

of vital sign data in real-time and ease of use on the patient side The Company believes the telehealth market will continue to

rovide opportunities for AMACs expansion as full source provider of remote patient monitoring technologies and first line support services
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About TBCS

AMACs TBCS segment offers value added customizable call center solutions that enhance the patient/provider communication experience

As part of our business development strategy management continues to employ the most advanced telephony technology and information

systems to develop services to respond to shifting market factors that affect healthcare client needs In addition to technology critical

component for successful expansion is the Companys professionally trained call agent staff The Company allocates resources to enhance

contact agent training and staff development new communication technology and continuous quality control to support TBCS expansion

efforts The overall infrastructure has allowed AMAC to expand its footprint of services beyond traditional telephone answering services to

provide more innovative clinically oriented call center offerings

After Hours Answering Services

AMACs after hours services are classified as essential call center services with fully customizable approach to communications

support Basic services in this offering inclu4e traditional after hour answer and customized message delivery options contact lists and on-call

schedule management all of which can be updated at the clients convenience using the OnCall web portal Through this portal clients can

also access the accounts call history specifications and messages

Concierge Services/Daytime Solutions

AMACs Concierge Services focus on the delivery of enhanced communications and help to streamline workflow within provider

organizations These solutions primarily serve hospitals and health plans in the Northeast seeking to address staffing constraints in variety of

areas while extending first-class patient experience Services range
from providing skilled contact agents to support insurance eligibility

verification programs enhancing patient self care activities through post discharge follow-up programs and providing specialized emergency

department programs with strict reach guidelines to facilitate better treatment and care Through more efficient and effective call processing

these solutions improve patient satisfaction reduce cost and increase revenue by maximizing the ratio of patients to available resources

Pharmaceutical Support and Clinical Trial Recruitment Services

Our clinical trial solutions service is an integral component of our overall growth strategy to drive revenue enhancement and expand our

visibility AIvIACs PhoneScreen is leader in the field of patient recruitment retention and contact center services Using centralized

telephone screening of potential clinical trial study subjects PhoneScreen provides valuable data to inform advertising and patient recruitment

strategies As the trend towards more individualized healthcare communication becomes the norm AMAC is leading this transformation with

innovative contact solutions We anticipate that our pharmaceutical support programs will be increasingly utilized to deliver enhanced patient-

centric healthcare communication experiences oil behalf of certain brands Based upon new demand we are recruiting nurses health educators

and other healthcare professionals that will allow us to provide additional turn-key solutions for our clients

The Company has completed eleven acquisitions to date to facilitate growth within the TBCS division For the remainder of 2011 the

Company will focus on growing this segment through internally driven sales and marketing efforts as well as continue to search for additional

acquisition opportunities
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Operating Segments

For the nine months ended September 30 2011 HSMS accounted for 48% of the Companys revenue and TBCS accounted for 52% of the

Companys revenue The Company believes that the overall mix of cash flow generating businesses from HSMS and TBCS combined with its

emphasis on developing products and services to support demand from customers and the emerging home-based monitoring market provides

the correct blend of stability and growth opportunity The Company believes this strategy will enable it to maintain and increase its role as

national healthcare communications provider Based on the Companys growth strategy and the complementary nature of if its operating

divisions management believes the Companys outlook is very positive

Components of Statements of Income by Operating Segment

The following table shows the components of the Statement of Income for the nine and three months ended September 30 2011 and 2010

In thousands 000s Three Months Ended September 30 Nine Months Ended September 30

2011 2010 2011 2010

Revenues

HSMS 5328 48% 5178 52% 15.757 49% 15413 52%

TBCS 5865 52% 4831 48% 16387 51% 14220 48%

Total Revenues 11193 100% 10009 100% 32144 100% 29633 100%

Cost of Services and

Goods Sold

HSMS 2096 39% 1969 38% 6132 39% 6037 39%

TBCS 3130 53% 2587 54% 8866 54% 7566 53%

Total Cost of Services

and Goods Sold 5226 47% 4556 46% 14998 47% 13603 46%

iross Profit

HSMS 3232 61% 3209 62% 9625 61% 9376 61%

TBCS 2735 47% 2244 46% 7521 46% 6654 47%

Total Gross Profit 5967 53% 5453 54% 17146 53% 16030 54%

elling General

dministrative 5321 48% 4370 44% 13752 43% 12135 41%

nterest Expense 12 -% 19 -% -% 45 -%

equity in net loss from

nvestment in limited

iabilily company 424 4% 391 4% 1496 5% 507 2%
ther Income 36 -% 18 -% 60 -% 77 -%

ncome before Income

Faxes 246 2% 691 7% 1918 6% 3420 12%

rovisiofl for Income

Faxes 290 283 1093 1402

et Income Loss 44 408 825 2018

40
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Results of Operations

The Company has two distinct operating business segments which are HSMS and TBCS

Three Months Ended September 30 2011 Compared to Three Months Ended September 30 2010

Revenues

IISMS

Revenues which consist primarily of monthly rental revenues increased approximately $150000 or 3% for the three months ended

September 30 2011 as compared to the same period in 2010 The increase was primarily attributable to the following

The Company recognized an increase in its PERS service revenue of approximately $70000 from its long-term and managed long-

term care programs By aligning the Company with long-term care organizations in the interests of improving the business and

operational efficiencies of such organizations the Company experienced growth in the number of subscribers utilizing its PERS units

under these programs

The Company recognized an increase in its PERS service revenue of approximately $75000 from execution and commencement of

new agreement with hospital organization The Company has focused part of its strategy to pursue hospital organizations in the

utilization of PERS The Company is currently working with other hospital organizations and anticipates that it will enter into

additional agreements in the fourth quarter of 2011 and early 2012

The Company recently entered into an agreement with major multi-national conglomerate to provide the Companys PERS product under

private label arrangement The Company is currently in the process of preparing for this endeavor which is anticipated to start generating

revenue in early 2012

TBCS

The increase in revenues of approximately $1034000 or 21% for the three months ended September 30 2011 as compared to the same period

in 2010 was primarily due to

The Company recognized an increase in revenue within its pharmaceutical support services of approximately $858000 primarily as

result of the execution of significant agreement with large pharmaceutical company whereby service commenced during the

second half of 2010 Under this agreement the Company has been awarded multiple new projects that have continued to provide

additional revenue throughout 2011 Revenue growth in this offering is anticipated to continue for the remainder of 2011 and into

2012

The Company recognized an increase in its non-traditional daytime service revenue of approximately $240000 primarily due to

existing hospital organizations expanding services with the Company as well as entering into contract with new hospital

organization whereby services commenced during third quarter of 2011 With this latest agreement and the continued expansion from

existing hospitals the Company anticipates that revenue growth from this offering will continue through the remainder of 2011 and

into 2012

The Company increased its revenue by approximately $206000 as result of the acquisition of telephone answering service

company in late September 2010

These increases were partially offset by decrease in revenue within the Companys traditional after hours services of approximately $269000

primarily due to customer attrition While the Company has been working on strategies to minimize this attrition it is anticipated that some

attrition will continue in this area as result of current economic conditions and physicians looking to bring these services in-house

Costs Related to Services and Goods Sold

HSMS

Costs related to services and goods sold increased by approximately $127000 for the three months ended September 30 2011 as compared to

the same period in 2010 an increase of 6% primarily due to the following
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Payroll and related expense in association with the information technology personnel increased by approximately $55000 primarily

due to programming and modification of systems for the Companys clients and its internal service-related software

Service fees incurred in connection with the Companys use of third partys telehealth software increased by approximately $42000

due to an increase in the monthly fee paid by the Company under such arrangement effective in late 2010

The Company realized an increase of approximately $42000 in costs primarily related to testing repairs and upgrades associated with

the Companys PERS devices and its associated components

These increases were partially offset by decrease in depreciation expense of approximately $52000 primarily due to the Company purchasing

its PERS devices at reduced prices through an alternative supplier during the past three years

TBCS

Costs related to services increased by approximately $543000 for the three months ended September 30 2011 as compared to the same period

in 2010 an increase of 21% primarily due to the following

The Company recognized an increase in payroll and related expenses associated with pharmaceutical support services and non
traditional daytime services of approximately $737000 primarily due to increased business in these areas as well as preparation

including training and programming for new clients and new projects that required additional personnel As the Company continues

to grow in these areas it will continue to evaluate the personnel requirements to perform these services efficiently

Costs related to services increased by approximately $112000 from the operation of new telephone answering service company

acquired in late September 2010 These expenses primarily consisted of operators payroll communication and rent expense

These increases were partially offset by decrease in the payroll associated with the traditional after hours services of approximately $324000

primarily due to corresponding decrease in revenue in these areas as well as the Company implementing certain cost efficient strategies

General and Administrative Expenses

general and administrative expenses increased by approximately $951000 for the three months ended September 30 2011 as

ompared to the same period in 2010 an increase of 22% The increase was primarily attributable to the following

Professional fees increased by approximately $785000 primarily as result of various corporate matters as well as the negotiation

and execution of Merger Agreement under which Tunstall proposes to acquire the Company The Company incurred $626000 of

legal and other professional fees relating to the Merger Agreement for the three months ended September 30 2011 The Company

also anticipates that it will incur additional fees in the fourth quarter of 2011 with respect to the Merger Agreement
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Administrative payroll and associated expense as well as recruiting fees increased by approximately $138000 primarily due to the

hiring of additional training managerial and support personnel to assist in expanding its business While the Company continues to

grow it will closely monitor the personnel requirements necessary to facilitate manage and oversee this expansion effectively

Payroll and related expense
for sales and marketing increased by approximately $96000 primarily due to the Company hiring

addition personnel to strengthen its sales and marketing effort within HSMS and TBCS segments Various sales personnel also

earned additional commissions as result of generating additional revenue

Travel and entertainment as well as marketing expenses
increased by approximately $119000 primarily due to increased sales and

marketing activities as well as the expansion of business.

As result of acquiring telephone answering service company in late September 2010 selling general and administrative expenses

increased by approximately $99000 from the operation of this acquired subsidiary These expenses primarily consisted of

administrative payroll and consulting expense

These increases were partially offset by decrease in amortization expense of approximately $93000 due to certain intangible assets being

fully amortized and decrease in advertising expense of approximately $346000 The Company does not anticipate any significant advertising

expense in the fourth quarter of 2011 therefore the decrease in advertising expense is expected to continue in the remainder of 2011

Equity in Net Loss from Investment in Limited Liability Company

Equity in net loss from investment in limited liability company for the three months ended September 30 2011 and 2010 of approximately

$424000 and $391000 respectively was related to the Companys investment in Lifecomm in May 2010 This equity loss represents the

Companys share of Lifecomms loss which consists of research and development cost as well as other selling general and administrative

expenses incurred for the development of the next generation mobile PERS This equity loss which is not related to the Companys current

business operations is expected to continue throughout 2011 until the next generation mobile PERS is completed and commercialized which is

anticipated to be in early 2012

Income Before Provision for Income Taxes

The Companys income before provision for income taxes for the three months ended September 30 2011 was approximately $246000 as

compared to $691000 for the same period in 2010 The decrease of $445000 for the three months ended September 30 2011 primarily

resulted from an increase in the Companys costs related to services and product sales and an increase in selling general and administrative

costs which were partially offset by an increase in the Companys revenue
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Provision for Income Taxes

The Companys provision for income taxes for the three months ended September 30 2011 was approximately $290000 as compared to

$283000 for the same period in 2010 The estimated effective tax rate for the three months ended Sepiember 30 2011 was approximately

118% as compared to 41% for the same period in 2010 The increase in the Companys estimated effective rate was due to the impact of

certain non-deductible expenses incurred in connection with the Merger Agreement under which Tunstall proposes to acquire the Company

Nine Months Ended September 30 2011 Compared to Nine Months Ended September 30 2010

Ryenues

HSMS

Revenues which consist primarily of monthly rental revenues increased approximately $344000 or 2% for the nine months ended September

30 2011 as compared to the same period in 2010 The increase was primarily attributable to the following

The Company recognized an increase in its PERS service revenue of approximately $185000 from its long-term and managed long-

term care programs By aligning the Company with long-term care organizations in the interests of improving the business and

operational efficiencies of such organizations the Company experienced growth in the number of subscribers utilizing its PERS units

under these programs

The Company recognized an increase in its PERS service revenue of approximately $140000 from execution and commencement of

new agreements with hospital organizations The Company has focused part of its strategy to pursue hospital organizations in the

utilization of PERS The Company is currently working with other hospital organizations and anticipates that it will enter into

additional agreements in the fourth quarter of 2011 and early 2012

The Company realized an increase in its PERS service revenue of approximately $62000 from one of the largest national home care

companies whereby the Company entered an agreement with in late 2010 The Company will generate additional revenue from this

agreement as it will provide services to more end users through additional care centers under this national home care company that

has several hundreds of care centers throughout the country

These increases were partially offset by decrease of service revenue from the Companys telehealth business of approximately $52000 The

Company believes that the decrease in this area has been stabilized
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In addition the Company recently entered into an agreement with major multi-national conglomerate to provide the Companys PERS

product under private label arrangement The Company is currently in the process of preparing for this endeavor which is anticipated to start

generating revenue in early 2012

TBCS

The increase in revenues of approximately $2167000 or 15% for the nine months ended September 30 2011 as compared to the same period

in 2010 was primarily due to

The Company recognized an increase in revenue within its pharmaceutical support services of approximately $1450000 primarily as

result of the execution of significant agreement with large pharmaceutical company whereby service commenced during the

second half of 2010 Under this agreement the Company has been awarded with multiple new projects that have continued to

provide additional revenue throughout 2011 Revenue growth in this offering is anticipated to continue in the remainder of 2011 and

into 2012 as additional revenue will be generated from these new projects

The Company recognized an increase in its non-traditional daytime service revenue of approximately $668000 primarily due to

existing hospital organizations expanding services with the Company as well as contract with new hospital organization being

executed whereby services commenced during third quarter of 2011 With this latest agreement and the continued expansion from

existing bpspitals the Company anticipates that revenue growth from this offering will continue through the remainder of 2011 and

into 2012

The Company increased its revenue by approximately $630000 as result of the acquisition of telephone answering service

company in late September 2010

These increases were partially offset by decrease in revenue within the Companys traditional after hours services of approximately $580000

primarily due to customer attrition While the Company has been working on strategies to minimize this attrition it is anticipated that some

attrition will continue in this area as result of current economic conditions and physicians looking to bring these services in-house
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Costs Related to Services and Goods Sold

FISMS

osts related to services and goods sold increased by approximately $95000 for the nine months ended September 30 2011 as compared to the

period in 2010 an increase of 2% primarily due to the following

Payroll and related expense in association with the information technology personnel increased by approximately $106000 primarily

due to programming and modification of systems for the Companys clients and its internal service-related software

Service fees incurred in connection with the Companys use of third partys telehealth software increased by approximately

$104000 due to an increase in the monthly fee paid by the Company under such arrangement effective in late 2010

rhese increases were partially offset by decrease in depreciation expense of approximately $151000 primarily due to the Company

urchasing its PERS devices at reduced prices through an alternative supplier during the past three
years

rBCS

osts related to services increased by approximately $1300000 for the nine months ended September 30 2011 as Łompared to the same period

2010 an increase of 17% primarily due to the following

The Company recognized an increase in payroll and related expenses associated with pharmaceutical support service and non

traditional daytime services of approximately $1529000 primarily due to increased business in these areas as well as preparation

including training and programming for new clients and new projects that required additional personnel As the Company continues

to grow in this area it will continue to evaluate the personnel requirements to perform these services efficiently

Costs related to services increased by approximately $308000 from the operation of telephone answering service company acquired

in late September 2010 These
expenses primarily consisted of operators payroll and rent expense

hese increases were partially offset by decrease in the payroll associated with the traditional after hours services of approximately $685000

rimarily due to corresponding decrease in revenue in these areas as well as the Company implementing certain cost efficient strategies

effin General and Administrative Expenses

riling general and administrative expenses increased by approximately $1617000 for the nine months ended September 30 2011 as

mpared to the same period in 2010 an increase of 13% The increase was primarily attributable to the following

Professional fees increased by approximately $1136000 primarily due to various corporate matters as well as the execution of

Merger Agreement under which Tunstall proposes to acquire the Company The Company incurred $930000 of legal and other

professional fees specifically relating to the Merger Agreement for the nine months ended September 30 2011 The Company also

anticipates that it will incur additional fees in the fourth quarter of 2011 with respect to the Merger Agreement
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Administrative payroll and associated expense as well as recruiting fees increased by approximately $380000 primarily due to hiring

by the Company of additional training managerial and support personnel to assist in expanding its business While the Company

continues to grow it will closely monitor the personnel requirements necessary to facilitate manage and oversee this expansion

effectively

Payroll and related expense for sales and marketing increased by approximately $146000 primarily due to the Company hiring

addition marketing personnel to strengthen its sales and marketing effort within HSMS and TBCS segments Various sales personnel

also earned additional commissions as result of generating additional revenue

Travel and entertainment as well as marketing expenses increased by approximately $240000 primarily due to increased sales and

marketing activities as well as the expansion of business

As result of acquiring telephone answering service company in late September 2010 selling general and administrative expenses

increased by approximately $280000 from the operation of this acquired subsidiary These expenses primarily consisted of

administrative payroll and consulting expense

These increases were partially offset by decrease in amortization expense of approximately $297000 due to certain intangible assets being

fully amortized and decrease in advertising expense of approximately $465000 The Company does not anticipate any significant advertising

expense in the fourth quarter of 2011 therefore the decrease in advertising expense is expected to continue in the remainder of 2011

Equity in Net Loss from Investment in Limited Liability Company

Equity in net loss from investment in limited liability company for the nine months ended September 30 2011 and 2010 of approximately

$1496000 and $507000 respectively was related to the Companys investment in Lifecomm in May 2010 This equity loss represents the

Companys share of Lifecomms loss which consists of research and development cost as well as other selling general and administrative

expenses incurred for the development of the next generation mobile PERS This equity loss which is not related to the Companys current

business operations is expected to continue throughout 2011 until the next generation mobile PERS is completed and commercialized which is

anticipated to be in early 2012

Income Before Provision for Income Taxes

The Companys income before provision for income taxes for the nine months ended September 30 2011 was approximately $1918000 as

compared to $3420000 for the same period in 2010 The decrease of $1502000 for the nine months ended September 30 2011 primarily

resulted from an increase in the Companys costs related to services and product sales an increase in selling general and administrative costs

and an increase in equity in net loss from the investment in limited liability company which were partially offset by an increase in the

Companys revenue
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rovision for Income Taxes

he Companys provision for income taxes for the nine months ended September 30 2011 was approximately $1093000 as compared to

1402000 for the same period in 2010 The estimated effective tax rate for the nine months ended September 30 2011 was approximately

7% as compared to 41% for the same period in 2010 The increase in the Companys estimated effective rate was due to the impact of certain

on-deductible expenses incurred in connection with the Merger Agreement under which Tunstall proposes to acquire the Company

iguidity and Capital Resources

he Company had credit facility arrangement for $4500000 which included revolving credit line which permitted borrowings of

1500000 based on eligible receivables as defined in the credit agreement and $3000000 term loan payable The term loan was payable

ii equal monthly principal installments of $50000 over five years commencing January 2006 This term loan was paid in full during the

econd quarter of 2010 without any prepayment charge

uring 2006 the credit facility was amended whereby the Company obtained $2500000 and $1600000 term loan the proceeds of which

iere utilized to finance the acquisitions of MD OnCall and American Mediconnect Inc These term loans are payable over five years in equal

onthly principal installments of $41666.67 and $26666.67 respectively Additionally certain of the covenants were amended The

2500000 term loan was paid in full during the second quarter of 2010 without any prepayment charge

ri December 2006 the credit facility was amended to reduce the interest rates charged by the bank such that borrowings under the term loan

vill bear interest at either LIBOR plus 2.00% or the prime rate or the federal funds effective rate plus 0.5% whichever is greater and

revolving credit line bears interest at either LIBOR plus 1.75% or the prime rate or the federal funds effective rate plus 0.5%

vhichever is greater The LIBOR interest rate charge shall be adjusted in 0.25% intervals based on the Companys ratio of Consolidated

unded Debt to Consolidated EBITDA In the third quarter of 2007 the interest rate was reduced by 0.25% based on this ratio The Company

as the option to choose between the two interest rate options under the amended term loan and revolving credit line Borrowings under the

redit facility are collateralized by substantially all of the assets of the Company

April 30 2007 the Company amended its credit facility whereby the amount of credit available under the revolving credit line was

ricreased to $2500000 In June 2010 the term of the revolving credit line was extended through June 2013
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On May 12 2010 the Companys credit facility was amended whereby the Company obtained an additional $2000000 in the form of term

loan the proceeds of which were utilized to partially finance its investment in Lifecomm relating to the development of the mobile PERS

system This term loan is payable over five
years

in equal monthly principal installments of $33333.33 commencing June 2010 The

interest rate is the same as the previous term loans secured by the Company

As of September 30 2011 and 2010 the Company was in compliance with its financial covenants in its credit agreement

The following table is summary of contractual obligations as of September 30 2011

Payments Due by Period

Less than

Contractual Obligations Total
year

1-3
years

4-5
years

After
years

Revolving Credit Line 750000 750000

Debt 1520000 420000 1100000

Operating Leases 8075288 1676508 3874013 2079573 445194

Purchase Commitments 1557296 1362602 194694

Interest Expense 106065 52365 53700

Acquisition Related

Commitmente 95214 95214

Total Contractual Obligations 12103863 3801383 5777713 2079573 445194

Debt includes the Companys aggregate outstanding term loans which mature in 2013 and 2015

Operating leases include rental of facilities at various locations within the United States These leases include the rental of the

Companys call centers warehouse and office facilities with various expiration dates The Company currently leases office space

from the Chairman and principal shareholder pursuant to lease This lease expires in December 2012 The Company also leases

office
space

from certain telephone answering service managers with expirations through March 2015

Purchase commitments relate to orders for the Companys traditional PERS system and its MedSmart medication medical

system

Interest expense relates to interest on the Companys revolving credit line and debt at the Companys current rate of interest

Acquisition related commitment represents estimated payments due based on collections of trade receivables relating to the

acquisition of Alpha Message Center Inc in September 2010
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Fhe primary source of liquidity is cash flows from operating activities Net cash provided by operating activities was approximately $5.1

nillion for the nine months ended September 30 2011 as compared to approximately $5.3 million for the same period in 2010 During 2011

he cash provided by operating activities was primarily from net earnings of approximately $0.8 million depreciation and amortization of

pproximately $2.3 million equity in net loss from investment in limited liability company of approximately $1.5 million decrease in prepaid

.ncome taxes of approximately $0.4 million and an increase in accounts payable and accrued expenses of approximately $0.6 million which

re partially offset by an increase in accounts receivable of approximately $0.8 million The components of depreciation and amortization

rtniarily relate to the purchases of the Companys traditional PERS equipment and the customer lists associated with the acquisition of

elephone answering service businesses The net loss from investment in limited liability company represents the Companys equity share of

i.ifecomms loss which consists of research and development cost as well as other selling general and administrative expense incurred for the

Ievelopment of the next generation mobile PERS The decrease in prepaid income taxes was primarily due to the timing of the estimated tax

ayment as compared to the estimated tax provision The increase in accounts payable and accrued expenses as well as the increase in accounts

eceivable was primarily as due to the timing of payment of expenses as well as receipt of revenues in the ordinary course of business During

lOlO the cash provided by operating activities was primarily from net earnings of approximately $2.0 million depreciation and amortization of

tpproxirnately $2.8 million and equity in net loss from investment in limited liability company of approximately $0.5 million

.Tet cash used in investing activities for the nine months ended September 30 2011 was approximately $1.4 millioncompared to $5.6 million

or the same period in 2010 The primary component of net cash used in investing activities in 2011 was capital expenditures of
approximately

1.2 million The primary component of net cash uscd in investing activities in 2010 was the $4.1 million investment in limited liability

ompany for the development of the next generation mobile PERS system capital expenditures of approximately $0.9 million net of deposits

equipment being transferred to fixed assets and $0.6 million for the acquisition of Alpha telephone answering company Capital

xpenditures for both 2011 and 2010 primarily related to the continued production and purchase of the traditional PERS systems

ash flows used in financing activities for the nine months ended September 30 2011 were approximately $0.4 million compared to $1.4

rillion for the same period in 2010 The primarily component of cash flow used in financing activities in 2011 was the repayments of long

erm debt of approximately $0.5 million that was partially offset by the proceeds upon exercise of stock options of approximately $0.2

aillion The components of cash flow used in financing activities in 2010 were the payment of long-term debt of approximately $1.5 million

nd the payment of two special dividends which were declared on December 16 2009 and July 19 2010 aggregating approximately $1.9

nillion These financing cash outflows in 2010 were partially offset by the proceeds from long-term debt of $2.0 million that was obtained for

he purpose of partially funding the investment in limited liability company
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During the next twelve months the Company anticipates it will make capital expenditures of approximately $2.00 $2.50 million for the

production and purchase of the traditional PERS systems telehealth systems Mobile PERS enhancements to its computer operating systems

and build-out of its additional call center space Part of this amount is subject to fluctuations primarily based on customer demand The

Company anticipates incurring approximately $0.1 $0.3 million of costs primarily relating to research and development of its home-based

cellular PERS and telehealth products The Company also plans to incur approximately $1.0 $1.5 million of advertising expense for

promotional campaigns related to its PERS system The Company is also considering acquisition initiatives which may require additional cash

outlay

As of September 302011 the Comjany had approximately $7.3 million in cash and the Companys working capital was approximately $13.2

million Thó Company believes that with its present cash balance and with operations of the business generating positive cash flow it will be

able to meet its cash flow needs for working capital and capital expenditures for at least the next twelve months The Company also has

revolving credit line which expires in June 2013 that permits borrowings up to $2.5 million of which $750000 was outstanding at Septembei

302011

Off-Balance Sheet Arrangements

As of September 30 2011 the Company has not entered into any off-balance sheet arrangements that are reasonably likely to have current oi

future effectonthe Companys financial condition changes in financial condition revenues orexpenses results of operations liquidity capitai

expenditures or capital resources that is material to investors

Other Factors

Lease Commitments

On January 14 2002 the Company entered into an operating lease agreement for space in Long Island City New York in order to consolidatt

its HCI TBCS and PERS ERCI Customer Service facilities The centralization of the ERC Customer Service and HLINK OnCall operation

has provided certain operating
efficiencies and allowed for continued growth of the HUNK and PERS divisions The fifteen 15 year least

term cOmmenced in April 2003 The lease calls for minimum annual rentals of $307900 subject to 3% annual increase plus reimbursemen

for certain real estate taxes

During 2005 the Company entered into two operating lease agreements for additional space at its Long Island City New York location ii

order to consolidate its warehouse and distribution center and accounting department into this location The leases which commenced ii

January 2006 and expire
in March 2018 call for minimum annual rentals of $220000 and $122000 respectively and are subject to increase

in accordance with the term of the agreements The Company is also responsible for the reimbursement of certain real estate taxes
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In September 2009 the Company sublet portion of its Long Island City New York space under one of its operating leases which was entered

into in 2005 The space is being sublet to an independent third party and calls for minimum annual rentals of $125000 subject to annual

increases in accordance with the terins of the agreement The sublease expires in March 2018

During 2010 the Company entered into an operating lease agreement for additional
space at its Long Island City New York location in order

to provide space for the operation of its non traditional day-time services The lease which commenced in January 2011 and expires in

December 2015 calls for minimum annual rent of $65000 subject to increases in accordance with the term of the agreement The Company is

also responsible for the reimbursement of certain real estate taxes

In June 2011 the Company entered into an operating lease agreement for additional
space at its Long Island

City New York location in order

to provide space primarily for the expansion of its non-traditional day-time services and its pharmaceutical support services The lease

commenced in November 2011 and will expire after five years The lease calls for minimum annual rent of $215375 and is subject to

increases in accordance with the term of the agreement The Company is also responsible for the reimbursement of real estate taxes

Investment in limited liability company

On May 12 2010 the Company entered into limited liability company agreement with Hughes Telematics Inc and Qualcomm Incorporated

to design develop finance and operate mobile PERS system The Company invested $4000000 and mcurred $150336 in professional fees

to acquire minority interest approximately 10% in the new company Lifecomm LLC Lifecomm As part of this transaction the

Company borrowed $2 000000 from its bank to partially finance this transaction In addition pursuant to the limited liability company

agreement the Company has agreed to fund its share $200000 of stand-by equity commitment for Lifecomms benefit if required As of

September 30 2011 the Companys exposure to loss is limited to the recorded equity investment balance of $1474157 and its share

$200000 of stand-by equity commitment if required

Elughes Telematics Inc HTI parent of Lifecomm and the party who has controlling fmancial interest in Lifecomm has determined that

Lifecomm is vanable interest entity and that HTI is the pnmary beneficiary If HTI is unable to provide the financial and operating support

that it is obligated to under the
agreement Lifeconmi and the successful development of the next generation mobile PERS would likely be

iegatively impacted

ifecomm is development stage company that has yet to generate any revenue and has generated pre tax net loss of $6 595 242 and

2282762 during the nine and three months ended September 30 2011 $10217134 during the period from inception May 12 2010 to

30 2011 Lifecomm will continue to generate losses until the next generation mobile PERS is completed and commercialized

vhich is anticipated to be in early 2012 There is no assurance that Lifecomm will complete in cost effective or timely manner the

Ievelopment of the operating systems to specifications that will allow it to successfully generate revenue
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In accordance with the limited liability company agreement profits are generally allocated to members in the amount of and in proportion to

their ownership of the outstanding membership units Losses are generally allocated to members in the amount of and in proportion to their

unreturned capital contributions which for the purposes of determining the allocation of losses is defined as the aggregate of cash

contributions iithe fair value of other contributed assets and iii the value of in-kind services contributed by the members through the date of

determination less iv the fair value of any assets distributed to the members provided however that any losses generated through May 12

2012 will be generally allocated to the members first in the amount of and in proportion to the unreturned capital contributions attributable to

only the cash contributions and the value of in-kind services contributed by the members through the date of determination and then in the

amount of and in proportion to the unreturned capital contributions attributable to the fair value of other contributed assets

During the nine and three months ended September 30 2011 the Company recorded pre-tax net loss of $1496053 and $424141

respectively $2676179 during the period from inception May 12 2010 to September 30 2011 for its share of losses from the equity

investment in Lifecomm The equity loss primarily relates to research and development costs as well as other selling general and

administrative
expenses incurred for the development of the next generation mobile PERS As the development continues to progress the

Company expects that its share of equity loss will continue throughout 2011 until the next generation mobile PERS is completed and

commercialized which is anticipated to be in early 2012

In connection with the formation of Lifecomm the Company entered into Value Added Reseller Agreement VAR Agreement with

Lifecomm Under the VAR Agreement the Company will be reseller of the Mobile PERS Solution in the United States as well as

preferred provider of the emergency assistance call center EACC component of the Mobile PERS Solution provided by Lifecomm to

customers The Company will be the sole provider of the EACC to the customers to whom it resells the Mobile PERS Solution The term of

the VAR Agreement is perpetual subject to termination as set forth therein The VAR Agreement contains standard indemnification

provisions for agreements of this nature

AcQuisition

On September 29 2010 the Company acquired substantially all of the assets of Alpha Message Center Inc Alpha New Jersey based

company that provides telephone after hours answenng and pager services The purchase pnce of this acquisition consisted of an initial cash

payment of $577977 and an accrual of $200000 which represented the estimated fair value of the contingent consideration expected to be

paid through September 2012 The contingent consideration is based on the acquisition agreement that calls for the Company to
pay

the former

owner of Alpha fourteen percent 14% of the cash expected to be collected by the Company excluding sales taxes from certain revenue

generated by Alpha through September 2012 The Company estimated the future contingent consideration expected to be paid based upon

Alphas historic revenue data The results of operations of Alpha are included in the Telephone Based Communications Services segment as of

the date of acquisition
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Recent Accountin2 Pronouncements

In December 2010 the FASB issued Update 20 10-29 Disclosure of Supplementary Pro Forma Information for Business Combinations The

amendments in Update 2010-29 specif that if public entity presents comparative financial statements the entity should disclose revenue and

earnings
of the combined entity as though the business combination that occurred during the current year had occurred as of the beginning of

the comparable prior annual reporting period only Update 20 10-29 also expands the supplemental pro forma disclosures to include

description of the nature and amount of material nonrecurring pro forma adjustments directly attributed to the business combination included

in the pro forma financial data The Company is required to adopt all the provisions of Update 20 10-29 for any business combinations for

which the acquisition date is on or after January 2011 The impact of the provisions of this guidance on our consolidated financial statements

depends upon the nature terms and size of the acquisitions we consummate in the future

En December 2010 the FASB issued Update 20 10-28 Intangibles --Goodwill and Other Topic 350 Update 2010-28 modifies the first step

of the goodwill impairment
test to include reporting units with zero or negative carrying amounts For these reporting units the second step of

the goodwill impairment test shall be performed to measure the amount of impairment loss if any when it is more likely than not that

goodwill impairment exists Update 20 10-28 is effective for fiscal years and interim periods beginning after December 15 2010 The adoption

of this guidance did not have material impact on the consolidated financial statements of the Company

Critical Accounting Policies

In preparing the financial statements the Company makes estimates assumptions and judgments that can have significant impact on our

revenue operating income and net income as well as on the reported amounts of certain assets and liabilities on the balance sheet The

Company believes that the estimates assumptions and judgments involved in the accounting policies described below have the greatest

otential impact on its financial statements due to the materiality of the accounts involved and therefore considers these to be its critical

ccounting policies Estimates in each of these areas are based on historical experience and variety of assumptions that the Company believes

ue appropriate Actual results may differ from these estimates

Eeserves for Uncollectible Accounts Receivable

Company makes ongoing assumptions relating to the collectability of its accounts receivable The accounts receivable amount on the

alance sheet includes reserve for accounts that might not be paid In determining the amount of the reserve the Company considers its

istorical level of credit losses The Company also makns judgments about the creditworthiness of significant customers based on ongoing

redit evaluations and it assesses current economic trends that might impact the level of credit losses in the future The Company recorded

eserves for uncollectible accounts receivable of $483800 as of September 30 2011 which is equal to 6% of the total accounts

eceivable While the Company believes that the current reserves are adequate to cover potential credit losses it cannot predict future changes

the financial stability of its customers and the Company cannot guarantee that its reserves will continue to be adequate For each 1% that

ctual credit losses exceed the reserves established there would be an increase in general and administrative expenses and reduction in

eported net income of approximately $88000 Conversely for each 1% that actual credit losses are less than the reserve this would decrease

ie Companys general and administrative expenses and increase the reported net income by approximately $88000
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Fixed Assets

Fixed assets are stated at cost Depreciation for fmancial reporting purposes is being provided by the straight-line method over the estimated

useful lives of the related assets The valuation and classification of these assets and the assignment of useful depreciable lives involves

significant judgments and the use of estimates Fixed assets are reviewed for impairment whenever events or changes in circumstances indicate

that the carrying amount of an asset may not be recoverable Historically impairment losses have not been required Any change in the

assumption of estimated useful lives could either result in decrease or increase to the Companys financial results decrease in estimated

useful life would reduce the Companys net income and an increase in estimated useful life would increase the Companys net income If the

estimated useful lives of the PERS medical device were decreased by one year
the cost of goods related to services would increase and net

income would decrease by approximately $176000 per annum Conversely if the estimated useful lives of the PERS medical device were

increased by one year
the cost of goods related to services would decrease and net income would increase by approximately $135000 pet

annum

Valuation of Goodwill

Goodwill and indefinite life intangible assets are subject to annual impairment tests To date the Company has not been required to recognize

an impairment of goodwill The Company tests goodwill for impairment annually or more frequently when events or circumstances occui

indicating goodwill might be impaired This process involves estimating fair value using discounted cash flow analyses Considerabli

management judgment is necessary to estimate discounted future cash flows Assumptions used for these estimated cash flows were based on

combination of historical results and current internal forecasts The Company cannot predict certain events that could adversely affect th

reported value of goodwill which totaled $10842352 at September 30 2011 and December 31 2010 If the Company were to experience

significant adverse impact on goodwill it would negatively impact the Companys net income

Investment in limited liability company

The Company owns minority interest of approximately 10% and is not the primary beneficiary in an unconsolidated limited habiliP

company The Companys investment in the unconsolidated limited liability company is recorded using the equity method of accounting

whereby the original investment is recorded at cost and subsequently adjusted for contributions distributions and net income loss attributabli

to such limited liability company All income and loss are allocated to the limited liability company members in accordance with the terms

the limited liability company agreement An impainnent charge is recognized for an investment accounted for under the equity method whet

an other than temporary decline in its carrying value has occurred As of September 30 2011 the equity investment balance was 147415

and the Company has not recorded any impairment charges on its equity investment in the limited liability company
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ccountiug for Stock-Based Awards

lock based compensation is recorded in accordance with ASC Topic 718 Compensation Stock Compensation which requires the

easurement and recognition of compensation expense for all share-based payments to employees including grants of stock and employee

ock options based on estimated fair values

Lock-based compensation expense recognized during the period is based on the value of the portion of share-based payment awards that is

timately expected to vest during the period The Company recorded pre-tax stock-based compensation expense which is included in selling

nieral and administrative expense in its consolidated financial statements of approximately $147000 and $198000 for the six months ended

ptember 30 2011 and 2010 respectively

Fie determination of fair value of share-based payment awards to employees and directors on the date of grant using the Black-Scholes model

affected by the Companys stock price as well as assumptions regarding number of highly complex and subjective variables These

riables include but are not limited to the expected stock price volatility over the term of the awards and actual and projected employee stock

tlon exercise behaviors

em Quantitative and Qualitative Disclosures About Market Risk

Risk Disclosure

ie Company does not hold market risk-sensitive instruments entered into for trading purposes nor does it hold market risk sensitive

struments entered into for other than trading purposes All sales operating items and balance sheet data are denominated in U.S dollars

erefore the Company has no significant foreign currency exchange rate risk

the ordinary course of its business the Company enters into commitments to purchase raw materials and finished goods over period of

ne generally six months to one year at contracted prices At September 30 2011 these future commitments were not at prices in excess of

.rrent market or in quantities in excess of normal requirements The Company does not utilize derivative contracts either to hedge existing

ks or for speculative purposes

terest Rate Risk

are exposed to market risk from changes in interest rates primarily through our financing activities Interest on the outstanding balances on

term loans and revolving credit line under our credit facility accrues at rate of LIBOR plus 1.75% and LIBOR plus 1.50%

pectively To date the impact from interest rate fluctuations has not been material Our ability to carry out our business plan to fmance

iire working capital requirements may be impacted if the cost of carrying debt fluctuates to the point where it becomes burden on our

ources
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Item Controls and Procedures

As of the end of the period covered by this report the Company carried out an evaluation under the supervision and with the participation of

its Chief Executive Officer and President and its Chief Financial Officer of the effectiveness of the design and operation of our disclosure

controls and procedures Based on this evaluation the Chief Executive Officer and President and the Chief Financial Officer concluded that the

Companys disclosure controls and procedures are effective to ensure that information required to be disclosed by the Company in the reports

filed by it under the Securities and Exchange Act of 1934 as amended is recorded processed summarized and reported within the time

periods specified in the SECs rules and forms and include controls and procedures designed to ensure that information required to be disclosed

by the Company in such reports is accumulated and communicated to the Companys management including the Chief Executive Officer and

President and Chief Financial Officer of the Company as appropriate to allow timely decisions regarding required disclosure

There were no changes in the Companys internal control over financial reporting that occurred during the quarter ended September 30 2011

that have materially affected or are reasonably likely to materially affect the Companys internal control over fmancial reporting

PART II- OTHER INFORMATION

Item LeaJ Proceedin2s

Following the September 22 2011 announcement of the Merger Agreement under which Tunstall proposes to acquire the Company on or

about September 28 2011 putative class action lawsuit was filed against the Company and the members of its board of directors by Joseph

Weiss on behalf of himself and all similarly situated shareholders The complaint was filed in the Supreme Court of the State of New York

County of Nassau The lawsuit asserts claims for breach of fiduciary duty against the Companys directors some of whom are also

officers The lawsuit seeks injunctive relief preventing the Merger recovery
of damages as result of Ihe alleged actions of the Companys

directors and costs and disbursements of the lawsuit including attorneys accountants and experts fees
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Dn or about September 30 2011 putative shareholders class action complaint was filed against the Company the members of its board of

firectors Tunstall and Merger Sub by Diane Kent on behalf of herself and all similarly situated shareholders The complaint was filed in the

Supreme Court of the State of New York County of Queens The lawsuit asserts claims for breach of fiduciary duty against the members of

ur board of directors and aiding and abetting breach of fiduciary duty against the Company Tunstall and Merger Sub The lawsuit seeks to

njoin the defendants from completing the Merger commencement of an unspecified sales process imposition of constructive trust

Ittorneys and experts fees and costs and other equitable relief

Dn or about October 24 2011 putative shareholders class action complaint was filed against the Company and the members of its board of

lirectors by Joyce Fauci on behalf of herself and all similarly situated shareholders The complaint was filed in the Supreme Court of the State

New York County of Queens The lawsuit asserts claims for breach of
fiduciary duty against the members of our board of directors and

Liding and abetting breach of fiduciary duty against the Company The lawsuit seeks to enjoin the defendants from completing the Merger

escission or rescissory damages an accounting for damages caused by the defendants and all profits and special benefits obtained as result of

he alleged breach of fiduciary duty and costs of the lawsuit including attorneys and experts fees

October 27 2011 the plaintiffs in the actions commenced in Queens Diane Kent and Joyce Fauci together the Queens Plaintiffs filed

motion seeking to consolidate the actions they commenced as well as any subsequently filed related actions under the index number for the

iction commenced by Diane Kent designating the caption of the requested resulting consolidated action as In re American Medical Alert Corp

Litigation and appointing the law firms of Robbins Umeda LLP and Levi Korsinsky LLP as Co-Lead Counsel in the requested

onsolidated action The Queens Plaintiffs advise the Court in their motion that Joseph Weiss who commenced the action pending in Nassau

ounty supports the motion and has agreed to coordinate efforts and jointly prosecute consolidated action in Queens County The Queens

laintiffs motion is pending

this time it cannot be determined if the Company will be deemed liable for any damages as result of these lawsuits The Company has

its insurance carrier notice of such claims and it believes that there is sufficient insurance coverage to pay any damages awarded as

esult of the asserted claims The Company and its board of directors believe that these lawsuits are without merit and intend to defend them

igorously
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The Company is aware of various threatened or pending litigation claims against the Company relating to its prOducts and services and othei

claims arising in the ordinary course of its business The Company has given its insurance carrier notice of such claims and it believes there is

sufficient insurance coverage to cover any such claims Curretitly no material liabilities have been recorded and in any event the Company

believes the disposition of these matters will not have material adverse effect on the results of operations and fmancial condition of thQ

Company

Item 1A Risk Factors

Except as described below management believes that there have been no material changes in the Companys risk factors as reported in the

Annual Report on Form 10-K for the year endedDecember 31 2010 as amended and the Companys Quarterly Reports onForm l0-Q for the

quarters ended March 31 2011 and June 30 2011

Our inability to complete the Merger with Tunstall may result in adverse consequences to the Company

We signed the Merger Agreement with Tunstall on September 22 2011 under which Tunstall proposes to acquire the Company The Merge

Agreement includes number of closing conditions which must be met to close the Merger some of which are beyond our control In th

event that the proposed Merger is not completed

our relationships with customers suppliers and vendors may be substantially dismpted as result of uncertainties with regard to oui

business and prospects

we must pay costs and expenses related to the proposed acquisition such as legal fees whether or not the proposed merger

completed

under certain circumstances we may be required to pay termination break-up fee of $3.5 million if the proposed Merger is no

completed and

the market price of our common stock may decline to the extent that the current market price reflects market assumption that th

proposed Merger will be completed

Any of these events could have material negative impact on our fmancial results and our business and could adversely affect the price of oc

common stock
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The
impact of the Merger on our business relationships operating results and business generally is unknown and may negatively impact

ur business

Dur customer relationships are critical to the operating and financial results of the Company It is unclear what if any impact the Merger may
iave on our customer relationships The loss of one or more significant customers or the inability to continue operating under existing

mstomer contracts with terms favorable to us could materially and adversely affect our fmancial results and our business

The costs delay and management time and attention associated with the Merger and litigation related to the Merger could negatively affect

lie Merger or result in negative impact to our financial results

vlanagernents and our employees attention from our day-to-day business may be diverted because matters related to the proposed Merger

equire substantial commitments of time and resources In addition current legal proceedings have been brought against the Company and

ther actions may be subsequently initiated relating to the pending Merger Such litigation could result in significant potential costs diversion

managements attention from
ongoing business concerns and delay the completion of the Merger Additionally as is the case with any such

itigation we cannot predict the outcome of such proceedings

rhere is the possibility that competing offers will be made which could result in the termination of the Merger Agreement as well as

dditional cost delay and potential diversion of managementsattention

we receive competing offers our Board of Directori consistent with its duties and the Merger Agreement may need to consider such

ompeting offers which could result in the termination of the Merger Agreement as well as additional cost delay and potential diversion of

aanagements attention from the business during the pendency or consummation of proposed transaction Any such delays and increased

osts may harm our business and operations

tern Exhibits

Description

Agreement and Plan of Merger dated as of September 22 2011 by and among Tunstall Healthcare Group Limited Monitor

Acquisition Corp and American Medical Alert Corp incorporated by reference to Exhibit 2.1 to the Companys Current

Report on Form 8-K filed September 23 2011 Schedules have been omitted pursuant to Item 601b2 of Regulation 5-

The registrant hereby undertakes to furnish copies of any of the omitted schedules and exhibits upon request by the U.S

Securities and Exchange Commission

Contingent Payment Rights Agreement dated as of September 22 2011 by and among Tunstall Healthcare Group Limited

American Medical Alert Corp and each of Howard Siegel and Gregory Fortunoff serving jointly as Shareholder

Representative incorporated by reference to Exhibit 2.2 to the Companys Current Report on Form 8-K filed September 23
2011 Schedules have been omitted pursuant to Item 601b2 of Regulation S-K The registrant hereby undertakes to

furnish copies of any of the omitted schedules and exhibits upon request by the U.S Securities and Exchange Commission
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10.1 Form of Voting Agreement dated as of September 22 2011 entered into by and between Tunstall Healthcare Group Limited
and the executive officers and directors of American Medical Alert Corp incorporated by reference to Exhibit 10.1 to the

Companys Current Report on Form 8-K filed September 23 2011

10.2 Stock Option Contract dated September 2011 between American Medical Alert Corp and Richard Rallo

15.1 Letter from Margolin Winer Evens LLP the independent accountant of the Company acknowledging awareness of the

use in registration statement of report on the unaudited interim fmancial information in this quarterly report

31.1 Certification of CEO Pursuant to Section 302 of the Sarbanes Oxley Act of 2002

31.2 Certification of CFO Pursuant to Section 302 of the Sarbanes Oxley Act of 2002

32.1 Certification of CEO Pursuant to Section 906 of the Sarbanes Oxley Act of 2002

32.2 Certification of CFO Pursuant to Section 906 of the Sarbanes Oxley Act of 2002

101 The following financial information from American Medical Alert Corps Quarterly Report on Form 0-Q for the quarterl
period ended September 30 2011 formatted in XBRL eXtetisible Business

Reporting Language Condense
Consolidated Balance Sheets for September 30 2011 and December 31 2010 ii Condensed Consolidated Statements
Income for the Nine Months Ended September 30 2011 and 2010 iii Condensed Consolidated Statements of Incom
Loss for the Three Months Ended September 30 2011 and 2010 iv Condensed Consolidated Statements of Cash Flow
for the Nine Months Ended September 30 2011 and 2010 and the Notes to Condensed Consolidated Financia
Statements
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SIGNATURES

ursuant to the requirements of the Securities Exchange Act of 1934 the Company has duly caused this report to be signed on its behalf by the

indersigned thereunto duly authorized

AMERICAN MEDICAL ALERT CORP

ated November 14 2011 By Is Jack Rhian

Name Jack Rhian

Title Chief Executive Officer and President

By Is Richard Rallo

Title Chief Financial Officer

Name Richard Rallo
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Exhibit 15.1

November 142011

American Medical Alert Corp

Long Island City New York

We have reviewed in accordance with the standards of the Public Company Accounting Oversight Board United States the unaudited

interim financial information of American Medical Alert Corp and Subsidiaries for the fiscal periods ended September 30 2011 and

September 30 2010 as indicated in our report dated November 14 2011 Because we did not perform an audit we expressed no opinion on

that information

We are aware that our report referred to above which is included in your Quarterly Report on Form 10-Q for the quarter ended September 30

2011 is

Registration Statement No 33-48385 on Form S-8

Registration Statement No 33-91806 on Form 5-8

Registration Statement No 333-53029 on Form S-8

Registration Statement No 333-70626 on Form S-8

Registration Statement No 333-1308 11 on Form S-8 and

Registration Statement No 333-88192 on Form S-3

We also are aware that the aforementioned report pursuant to Rule 43 6c under the Securities Act of 1933 as amended is not considered

part of the Registration Statements prepared or certified by an accountant or report prepared or certified by an accountant within the meanir

of Sections and 11 of the Securities Act of 1933 as amended

Is Margolin Winer Evens LLP

Margolin Winer Evens LLP

Garden City New York
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Exhibit 31.1

Certification

Jack R.hian certify that

have reviewed this quarterly report on Form 10-Q of American Medical Alert Corp

Based on my knowledge this report does not contain any untrue statement of material fact or omit to state material fact necessary to

make the statements made in light of the circumstances under which such statements were made not misleading with respect to the period

covered by this report

Based on my knowledge the financial statements and other financial information included in this report fairly present in all material

respects the financial condition results of operations and cash flows of the registrant as of and for the periods presented in this report

The registrants other certifying officer and are responsible for establishing and maintaining disclosure controls and procedures as

defined in Exchange Act Rules 13a-15e and 15d-15e and internal control over financial reporting as defined in Exchange Act Rules

13a-15f and 15d-l5f for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under our

supervision to ensure that material information relating to the registrant mcludmg its consolidated subsidiaries is made known to us by

others within those entities particularly during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over financial reporting to be designed under our

supervision to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for

external purposes in accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such evaluation and

Disclosed in this report any change in the registrantsinteriial control over financial reporting that occurred during the registrants most

recent fiscal quarter that has materially affected or is reasonably likely to materially affect the registrants internal control over financial

reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal control over financial

reporting to the registrants auditors and the audit committee of the registrants board of directors or persons performing the equivalent

functions

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are

reasonably likely to adversely affect the registrants ability to record process summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have significant role in the registrants internal

control over financial reporting

Lte November 14 2011 By Is Jack Rhian

Jack Rhian

President and Chief Executive Officer

Principal Executive Officer
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Exhibit 31
Certification

Richard Rallo certify that

have reviewed this quarterly report on Form l0-Q of American Medical Alert Corp

Based on my knowledge this report does not contain
any untrue statement of material fact or omit to state material fact

necessary

make the statements made in light of the circumstances under which such statements were made not misleading with respect to tht

period covered by this report

Based on my knowledge the financial statements and other financial information included in this report fairly present
in all materia

respects the financial condition results of operations and cash flows of the registrant as of and for the periods presented in this report

The registrants other certifying officer and are responsible for establishing and maintaining disclosure controls and procedures

defined in Exchange Act Rules 13a-15e and 15d-15e and internal control over financial reporting as defined in Exchange Act Rule

13a-15f and 15d-15f for the registrant and have

Designed such disclosure controls and procedures or caused such disclosure controls and procedures to be designed under ou

supervision to ensure that material information relating to the registrant including its consolidated subsidiaries is made known to us

others within those entities particularly during the period in which this report is being prepared

Designed such internal control over financial reporting or caused such internal control over financial reporting to be designed under

supervision to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements fc

external purposes in accordance with generally accepted accounting principles

Evaluated the effectiveness of the registrants disclosure controls and procedures and presented in this report our conclusions about tF

effectiveness of the disclosure controls and procedures as of the end of the period covered by this report based on such evaluation and

Disclosed in this report any change in the registrants internal control over financial reporting that occurred during the registrants mo

recent fiscal quarter that has materially affected or is reasonably likely to materially affect the registrants internal control over financi

reporting and

The registrants other certifying officer and have disclosed based on our most recent evaluation of internal control over fmanci

reporting to the registrants auditors and the audit committee of the registrants board of directors or persons performing the equivale

functions

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which

reasonably likely to adversely affect the registrants ability to record process summarize and report financial information and

Any fraud whether or not material that involves management or other employees who have significant role in the registrants intern

control over financial reporting

Date November 14 2011 By Is Richard Rallo

Richard Rallo

Chief Financial Officer

Principal Financial Officer
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Exhibit 32.1

Certification Pursuant to Section 906 of the Sarbanes-Oxtey Act of 2002

connection with the filing of the Quarterly Report on Form l0-Q for the Quarter Ended September 30 2011 the Report by American

4edical Alert Corp Registrant the undersigned hereby certifies that

The Report fully complies with the requirements of section 13a or 15d of the Securities Exchange Act of 1934 as amended and

The information contained in the Report fairly presents in all material respects the financial condition and results of operations of

Registrant

tate November 142011 By Is Jack Rhian

Jack Rliian

President and Chief Executive Officer

Principal Executive Officer

signed original of this written statement required by Section 906 has been provided to American Medical Alert Corp and will be

tained by American Medical Alert Corp and furnished to the Securities and Exchange Commission or its staff upon request
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Exhibit 32.2

Certification Pursuant to Section 906 ttfe Sarbanes-Oxtey Act of 2002

In connection with the filing of the Quarterly Report on Form 10-Q for the Quarter Ended September 30 2011 the Report by American

Medical Alert Corp Registrant the undersigned hereby certifies that

The Report fully complies with the requirements of section 13a 4d of the Securities Exchange Act of 1934 as amended and

The information contained in the Report fairly presents idlamaterial respects the financial condition and results of operations of

Registrant

Date November 14 2011 By Is Richard Rallo

Richard Rallo

Chief Financial Officer

Principal Financial Officer

signed original of this written statement required by Section 906 has been provided to American Medical Alert Corp and will

retained by American Medical Alert Corp and furnished to the Securities and Exchange Commission or its staff upon request
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1NANCIAL HIGHLIGHTS

ELECTED FINANCIAL DATA

following table sets forth selected consolidated fmancial data for the Company This data should be read in conjunction with our

tud.ited Condensed Consolidated Financial Statements and related notes and our unaudited condensed consolidated Financial state

nents and related notes as well as Managements Discussion and Analysis of Financial Condition and Results of Operations included

our Annual Report on Form 10-K nd quarterly report on Form 10-Q also included in this booklet

ears Ended December 31 2010

Statement of Operations Data

.evenue

Service $39782548 $38.592.761 537380.556 $35Q54p93 $30406636

Product 988321 933180 1269546 591172 387752

Total Revenue $40770869 $39525941 $38650102 $35645265 $30794388

et Income $2385566 $2889513 $1439601 $1514232 $1262529

let Income Per Share Basic
$0.25 $0.30 $0.15 $0.16 $0.14

let Income Per Share Diluted $0.24 $0.30 $0.15 $0.16 $0.13

ash Dividend Declared Per Common Stock

950364 $0.10 $0.10

kTeighted Average Number of Conmion Shares

asic 9550345 9482351 9426912 9276.712 8948328

Diluted 9836863 9710071 9670563 9.732386 9386142

elected Balance Sheet Data As of Dec 31

btal Assets $35517485 535.828.624 534.366.264 $34953221 $32607745

Song-Term Liabilities $4118034 $3078.603 $4.646.708 $6211.663 $7233964

hareholders Equity $29655818 $27916383 $25551177 $23670665 $21345190

FOR REGISTRANTS COMMON EQUITY RELATEI STOCKHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY
CURITIES

he Companys Common Stock is traded on NASDAQ Symbol AMAC The high and low closing sales price of the

ommon Stock as reported by NASDAQ is shown for the fiscal years indicated

ESCAL YEAR ENDED DECEMBER 31 2009 High Low

irst Quarter $5.20 $3.80

econd Quarter 6.15 5.18

hird Quarter 6.25 5.51

ourth Quarter 6.93 5.70

ISCAL YEAR ENDED DECEMBER 31 2010

irst Quarter $7.20 $5.92

econd Quarter 6.91 5.52

hird Quarter 7.48 5.84

Quarter 6.22 5.00

ESCAL YEAR ENDED DECEMBER 31 2011 High Low

irst Quarter $6.19 $5.60

econd Quarter 5.83 5.17

hird Quarter 8.44 4.94

Durth Quarter through November 15 2011 8.60 8.38

olders

of November 2011 there were approximately 259 record holders of the Companys Common Stock

2009 2008 2007 2006
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Dividends

On December 16 2009 AMACs board of directors declared special cash dividend in the amount of $0.10 per common

share or $950364 which was accrued as of December 31 2009 The dividend was payable to the shareholders of record

as of December 28 2009 The dividend was paid on or about January 15 2010

On July 19 2010 AIvIACs board of directors declared special cash dividend in the amount of $0.10 per common share

or $956034 in the aggregate which was payable to the shareholders of record as of September 13 2010 The dividend

was paid on or about September 29 2010

AMAC received waivers from the lender under its existing credit facility prior to declaring the special dividends As pur

suant to AMACs credit facility arrangement AMAC is prohibited from declaring and paying any dividends until such

time that the loans under the credit facility have been satisfied full In addition under the terms of AMAC previously

announced merger agreement with Tunstall Healthcare Group Limited AMAC cannot establish record date for declare

set aside for payment or pay any dividend with respect to any share of its common stock

SUPPLEMENTARY FINANCIAL INFORMATION

The following supplemental information has been derived from unaudited financial statements that in the opinion of man
agement include all recurring adjustments necessary for fair presentation of such information This data should be read in

conjunction with AMACs Form 10-Q for the quarter ended June 30 2011 provided with this annual report

Three Months Ended Nine Months Ended

September 30 2011 September 30 2011

Revenue 11193189 32144489

Gross Profit 5967106 17146045

Net Income 44063 824885

asic EPS 0.00 0.09

Diluted EPS 0.00 0.08
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CORPORATE INFORMATION

FFICERS

ek Rhian

Izief Executive Officer and President

ichard Rallo CPA

fiief Financial Officer Chief Operating

Ijicer and Corporate Secretary

ederic Siegel

cecutive Vice President

mdi Baldwin

nior Vice President

arketing and Program Development

OARD OF DIRECTORS

oward Siegel

iairman of the Board

nior Advisor

nerican Medical Alert Corp

egory Fortunoff

iief Executive Officer

Trading LLC

egistered broker-dealer

hn S.T Gallagher

morary Life Trustee

rth Shore Long Island Jewish

alth System

ospital system

maid Levin

sident

Levin Associates

nancial consulting firm

Rhian

ief Executive Officer and President

ierican Medical Alert Corp

deric Siegel

cutive Vice President

ierican Medical Alert Corp

ov Shamash Ph.D

President of Economic Development

Dean of the College of Engineering and

plied Sciences

ny Brook University

ucational institution

CALL CENTERS

NEW YORK
36-36 33rd Street Suite 103

Long Island City NY 11106

1000 Main Street

2nd Floor

Port Jefferson NY 11777

NEW JERSEY

609 South White Horse Pike

Audubon NJ 08106

914 New Road

Northfield NJ 08225

CONNECTICUT
365 Willard Avenue Suite 2A

Newington CT 06111

ILLINOIS

800 South Wells Street Suite 170

Chicago IL 60607

RHODE ISLAND
70 Petaconsett Avenue

Cranston RI 02920

MASSACHUSETTS
46 Robbins Road

Springfield MA 01104

NEW MEXICO
2300 Main Street Suite 15

Clovis NM 88101

REGIONAL OFFICES

SOUTHEAST REGION
910 Church Street Suite 203

Decatur GA 30030

MIDWEST REGION
4440 Lincoln Hwy Suite 204

Matteson IL 60443

1219 North Cass Street

Milwaukee WI 53202

COUNSEL

Moses Singer LLP

405 Lexington Avenue

12th Floor

New York NY 10174

AUDITORS

Margolin Winer Evens LLP

400 Garden City Plaza

Garden City NY 11530

REGISTRAR AND
TRANSFER AGENT
Continental Stock Transfer

Trust Company

17 Battery Place

New York NY 10004

SECURITY LISTINGS

Nasdaq Symbol AMAC

SHAREHOLDER MEETING

Wednesday December 21 2011 at 1000am

Moses Singer LLP

405 Lexington Avenue

12th Floor

New York NY 10174

WORLD WIDE WEB ADDRESS

www.amae.com

SEC FILINGS

You may view electronic versions of the Form

10-K Forms 10-Q and our other SEC filings at

www.amac.com

RPORATE HEADQUARTERS
36 33rd Street

te 103

ig
Island City NY 11106

IGINEERING AND SERVICE

CILITIES

36 33rd Street Suite 13100

iglsland City NY 11106

East 223rd Street Suite 208

son CA 90745

WESTERN REGION
6800 Dawson Circle Suite 102

Centennial CO 80112
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