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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

The information in this report includes certain forward-looking statements within the meaning of the "Safe Harbor" provisions of the
Private Securities Litigation Reform Act of 1995 regarding, among other things, our growth prospects, the prospects for our products and our
confidence in the Company's future. These statements may be identified by words such as "expect," "anticipate," "estimate," "intend," "plan",
"believe," and other words and terms of similar meaning. Such forward-looking statements are based on current expectations and involve
inherent risks and uncertainties, including important factors that could delay, divert, or change any of them, and could cause actual outcomes and
results to differ materially from current expectations. These factors include, among other things, the national rate set by the Centers for Medicare
and Medicaid Services ("CMS") for our mobile cardiovascular telemetry service, effectiveness of our cost savings initiatives, changes to
insurance coverage and reimbursement levels for our products, the success of our sales and marketing initiatives, our ability to attract and retain
talented executive management and sales personnel, our ability to identify acquisition candidates, acquire them on attractive terms and integrate
their operations into our business, the commercialization of new products, market factors, internal research and development initiatives,
partnered research and development initiatives, competitive product development, changes in governmental regulations and legislation, the
continued consolidation of payors, acceptance of our new products and services and patent protection and litigation, as well as the risks
discussed in Item 1A of this report entitled "Risk Factors." We undertake no obligation to publicly update any forward-looking statement
contained in this report whether as a result of new information, future events, or otherwise.

non non

PART I

Item 1. Business

CardioNet, Inc. (the "Company," "CardioNet," "we" or "us"), a Delaware corporation, provides continuous, real-time ambulatory outpatient
management solutions for monitoring relevant and timely clinical information regarding an individual's health. In September 1999, the Company
began its focus on helping physicians more rapidly diagnose and more effectively manage therapy for patients with cardiovascular disease. The
Company began developing its product platform in April 2000. The Company then spent seven years developing a proprietary integrated patient
management platform that incorporates a wireless data transmission network, internally developed software, Food and Drug Administration
(FDA) cleared algorithms and medical devices, and a 24-hour digital monitoring service center. The Company is currently focused on the
diagnosis and monitoring of cardiac arrhythmias, or heart rhythm disorders, through its core Mobile Cardiac Outpatient Telemetry (MCOT ),
event and Holter services.

In February 2002, the Company received FDA 510(k) clearance for the first and second generations of its core MCOT devices. MCOT
automatically detects a patient's cardiac rhythm irregularities and transmits electrocardiogram (ECG) data to a continuously monitored
information center that was opened in Conshohocken, PA in July 2002. We released our third generation of MCOT monitoring devices ("C3") in
December 2007. The C3 generation of devices built upon our previous technology by allowing for expanded wireless transmitting capabilities
and improved user interface characteristics. In April 2010, we received FDA 501(k) clearance for our next generation device, the C5, and
anticipate launching C5 in 2011. The CardioNet Monitoring Center provides analysis and response for all incoming ECG data. Currently, the
Company provides all cardiac arrhythmia monitoring services for MCOT at this location. The Company receives reimbursement for the
monitoring services provided to patients from Medicare and other third-party payors. The Company was initially incorporated in California in
1994, and re-incorporated in Delaware in connection with its initial public offering in March 2008.
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We believe that MCOT 's continuous heartbeat-by-heartbeat monitoring is a fundamental advancement in arrhythmia monitoring. We
believe our system has the potential to transform an industry that has historically relied on memory-constrained, intermittent digital or tape
recorders, such as event and Holter monitors. The drawbacks of these existing technologies include the failure to provide real-time data, memory
constraints, frequent inaccurate diagnoses and an inability to monitor patient compliance and interaction. We believe these drawbacks lead to
suboptimal diagnostic yields, adversely impacting clinical outcomes and health care costs. In a randomized clinical trial, MCOT detected
clinically significant arrhythmias nearly three times as often as traditional loop event monitors in patients who had previously experienced
negative or inconclusive Holter monitoring.

CardioNet's MCOT service incorporates a lightweight patient-worn sensor attached to electrodes that capture two-channel ECG data,
measuring electrical activity of the heart. The device communicates wirelessly with a compact, handheld monitor. The monitor analyzes
incoming heartbeat-by-heartbeat information from the sensor on a real-time basis by applying proprietary algorithms designed to detect
arrhythmias. When the monitor detects an arrhythmic event, it automatically transmits the ECG to the CardioNet Monitoring Center, even in the
absence of symptoms noticed by the patient and without patient involvement. At the CardioNet Monitoring Center, which operates 24 hours a
day and 7 days per week, experienced certified cardiac monitoring specialists analyze the sent data, respond to urgent events and report results in
the manner prescribed by the physician. The MCOT devices currently store 21 days of ECG data, in contrast to 10 minutes for a typical event
monitor. The MCOT device employs two-way wireless communications, enabling continuous transmission of patient data to the CardioNet
Monitoring Center and permitting physicians to remotely adjust monitoring parameters and request previous ECG data from the memory stored
in the monitor.

We completed a 300-patient randomized clinical trial in March 2007 that found that MCOT provided a significantly higher diagnostic yield
compared to traditional loop event monitoring, including such monitoring designed to automatically detect certain arrhythmias. We are using the
clinical evidence from this trial to both drive continued physician adoption of our solution and attempt to secure contracts with additional
commercial payors.

Since our commercial introduction of MCOT in January 2003, physicians have enrolled over 400,000 patients in our MCOT services.
Through December 31, 2010, we marketed our solution in 49 states. We have secured direct contracts with 304 commercial payors as of
December 31, 2010, which we estimate that, when combined with our Medicare participation, represents more than 200 million covered lives.

The American Medical Association ("AMA") has established reimbursement rates applicable to the Category I CPT code for Mobile
Cardiovascular Telemetry. These billing codes allowed for automated claims adjudication, substantially simplifying the reimbursement process
for physicians and payors compared to the previous process. Reimbursement was previously obtained through non-specific billing codes which
require various narratives that, in most cases, involve semi-automated or manual processing, as well as additional review by payors. The Centers
for Medicare and Medicaid Services ("CMS") has established reimbursement rates that cover MCOT . The codes and rates are contained in The
Medicare Program Final Rule for the calendar year 2011.

On November 2, 2010, CMS published The Medicare Program Final Rule establishing a national rate for the MCOT technology (CPT Code
93229). CMS valued the CPT code at 20.14 relative value units, which was multiplied by an annually determined conversion factor to establish
the amounts paid under the physician fee schedule. Using the formula and values currently in place, the Company's national rate is
approximately $739 per service, effective January 1, 2011. This is a decrease of approximately 2% from the Company's current local carrier rate
of $754 per service that was previously
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established by Highmark Medicare Services ("HMS"), a contract provider for CMS, effective September 1, 2009.

On December 21, 2010, the Company completed the acquisition of Biotel Inc., and its wholly owned subsidiaries, Braemar, Inc. and Agility
Centralized Research Services, Inc. The acquisition gives the Company the ability to develop, manufacture, test and market medical devices and
related software to medical companies, clinics and hospitals. Additionally, the acquisition gives the Company access to established customer
relationships, entry into the clinical trial service business and the ability to diversify its product and service offerings. Prior to the acquisition,
Biotel Inc. common stock was traded on the Over the Counter Bulletin Board under the symbol BTEL.OB. For more information about the
Company's acquisition of Biotel Inc., see Note 3 to our consolidated financial statements.

We believe that our integrated patient monitoring platform can be utilized for future applications in multiple markets beyond arrhythmia
monitoring. We believe that we have growth opportunities in clinical trial monitoring, where we can leverage our FDA-cleared algorithms for
uses such as specific cardiac data required in clinical trials, and in comprehensive disease management for congestive heart failure, diabetes and
other diseases. We believe that our technology could also be used to create "instant telemetry beds" in hospitals, particularly in rural hospitals,
step-down units or skilled nursing facilities, to help cope with acute nursing shortages by reducing the number of nurses needed to oversee ECG
monitoring. In addition, the significant capital equipment costs associated with in-facility based cardiac telemetry (continuously attended ECG
monitoring) could be avoided through the use of MCOT .

Industry Overview
Overview of Cardiac Arrhythmias

A cardiac arrhythmia is categorized as a temporary or sustained abnormal heart rhythm that is caused by a disturbance in the electrical
signals in the chambers of the heart. Proper transmission of electrical signals to the heart is necessary to ensure effective heart function. There
are two main categories of arrhythmia: tachycardia, meaning too fast a heartbeat; and bradycardia, meaning too slow a heartbeat.

Arrhythmias affect more than four million people in the United States. According to the American Heart Association, arrhythmias result in
more than 780,000 hospitalizations and contribute to approximately 480,000 deaths each year. A number of factors can contribute to arrhythmias
including cardiovascular disease, high blood pressure, diabetes, smoking, excessive consumption of alcohol or caffeine, illicit drug abuse or
stress. An arrhythmia may be a symptom of serious cardiovascular disease and, if left undiagnosed and untreated, can lead to stroke, other
serious complications or even death. Examples of arrhythmias and their consequences include:

Atrial fibrillation. The most prevalent arrhythmia is atrial fibrillation, an arrhythmia that affects approximately 2.2 million
Americans and is characterized by a rapid, irregular quivering of the upper chambers of the heart. According to the
Framingham Study published in 2004, one in four people over the age of 40 in the United States has a lifetime risk of
developing atrial fibrillation, and the incidence of atrial fibrillation increases with age. According to the American Heart
Association, approximately 15% to 20% of the estimated 700,000 strokes that occur annually in the United States are

attributable to atrial fibrillation and people with atrial fibrillation are approximately five times more likely to have a stroke.

Ventricular Tachycardia. Ventricular tachycardia is a potentially life-threatening arrhythmia initiated in the lower chambers
of the heart. It can interfere with the ability of the heart to pump blood and may degenerate into ventricular fibrillation
requiring CPR and defibrillation. It can occur with or without apparent heart disease.
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Syncope. While not an arrhythmia, syncope, or fainting, many times results from an arrhythmia. It is the temporary loss of
consciousness because of a sudden decline in blood flow to the brain that may be the result of tachycardia or bradycardia.
Syncope accounts for 1% to 3% of emergency department visits and up to 6% of hospital admissions each year in the United
States.

The ability to diagnose or rule out an arrhythmia as a symptom of a cardiac condition is important both to treat those patients with serious
cardiovascular diseases as well as to identify those patients that may not require further medical attention.

Evolution of Traditional Arrhythmia Monitoring Technologies

Arrhythmias may be diagnosed either in a physician's office or other health care facility or remotely by monitoring a patient's heart rhythm.
Typically, physicians will initially administer a resting ECG that monitors the electrical impulses in a patient's heart. If a physician determines
that a patient needs to be monitored for a longer period of time to produce a diagnosis, the physician will typically prescribe an ambulatory
cardiac monitoring device, such as a Holter monitor or an event monitor.

Some physicians own their own ambulatory cardiac monitoring devices and provide ambulatory monitoring services directly to their
patients, while other physicians outsource the services to third party providers. In the wake of increasing legal and compliance requirements
surrounding ambulatory cardiac monitoring, including a 2003 Medicare decision requiring 24 hour per day monitoring stations, the increasing
trend is for physicians and hospitals to outsource their monitoring needs to third party providers.

If either the Holter monitor or event monitor are negative or inconclusive and the physician still suspects an arrhythmia as the cause of the
symptom, the physician may decide to prescribe additional, more expensive testing or hospitalize the patient in a telemetry unit (continuously
attended ECG monitoring). In-hospital telemetry is expensive and therefore is only utilized selectively and for short time periods, and the
monitored data is often not reflective of real-life cardiac activity.

Holter Monitors

A Holter monitor, first used in 1961, is an ambulatory cardiac monitoring device that is generally worn by a patient for a one-day or, in rare
instances, two-day period in order to record continuous ECG data. After the one- or two-day period, the magnetic or digital storage, or other
medium containing the data recorded by this device, is delivered by hand, mail or internet for processing and analysis by the physician or a third
party service provider. Despite the advent of newer technologies, Holter monitoring continues to be used today for patients whose suspected
arrhythmia is believed to occur many times during the course of a day, in which case a Holter is often effective or adequate. However, for a
patient that has an unpredictable or intermittent arrhythmia, a Holter may not provide clinically useful information due to the insufficient
duration of the monitoring period. In addition, as a result of the typical one- to three-day reporting delay and the lack of real-time physician
notification, patients may not receive timely diagnosis of their condition. Any artifact, or noise, in the data will not be discovered until the test is
analyzed. A 2005 Frost & Sullivan study reported that Holters have been found to be effective in diagnosing arrhythmias only 10% of the time.

Event Monitors

Beginning in the 1980s, a new category of ambulatory cardiac monitoring devices called event monitors emerged, with the most common
type referred to as manual-trigger loop event monitors. An event monitor records several minutes of ECG activity at a time and then begins
overwriting the memory, a process referred to as memory loop recording. The memory loop event monitor continuously records and stores the
previous 60 seconds of ECG signal in internal loop memory. When
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a patient becomes symptomatic, he or she activates the monitor by pressing the record button which stores the 60 seconds of existing loop
memory and an additional 30 seconds of ECG signal following patient activation. The stored data is considered one cardiac event and provides
physicians a snapshot of the ECG signal recorded immediately before and during a patient's symptoms. Non-loop event monitors are kept with
the patient at all times. When a patient experiences symptoms, non-loop event monitors will typically record and store 30 seconds of ECG signal
immediately following activation and placement in direct contact with the patient's chest. Event monitors have limited memory, usually less than
10 minutes, and can generally store data concerning between one and six cardiac events. The patient must transmit the event data to the
monitoring center, typically by phone, and then erase the memory. To the extent that the patient does not call in and transmit data concerning an
event, the device will become unable to store future event data once the device event storage is full.

Event monitors offer certain advantages over Holter monitors given that they are worn over a period of up to 30 days, instead of the one- to
two-day period. However, event monitors have significant shortcomings. Manual-trigger loop event monitors capture only cardiac events
associated with symptoms detectable by the patient and not asymptomatic cardiac events. In our experience, only 15% to 20% of clinically
significant cardiac events are symptomatic, meaning that the patient can feel them as they occur. Other drawbacks of manual-trigger loop event
monitors include the limited data storage, the lack of trend data, and poor patient compliance relating to the requirement that the patient must
both trigger and transmit events.

A new type of event monitoring device was introduced in 1999 called the auto-detect loop event monitor. The auto-detect loop event
monitor also records using a very short memory loop and event storage capability, capturing several minutes of heart activity at a time before
starting over, but incorporates basic algorithms that look at fast, slow or irregular heart rates and, in some instances, pauses to automatically
detect certain asymptomatic arrhythmias. Similar to manual-trigger loop event monitors, the auto-detect loop event monitor requires the patient
to call in and transmit the event by reaching the physician or a technician at a physician's office or a monitoring center and holding the cardiac
event monitor up to a telephone to transmit the event data. The latest development in auto-detect loop event monitoring is referred to as
auto-detect/auto-send. Auto-detect/auto-send loop event monitors have the ability to send captured event data to a monitoring center via cell
phone, instead of requiring patients to manually transmit event data. Patients do not have the ability to correlate symptoms to the event via the
monitor and are required to carry a diary and make contact with the monitoring center to report symptoms. These monitors still continue to
suffer from limited data storage and limited algorithm capabilities. To our knowledge, randomized prospective peer reviewed clinical trials have
not yet been conducted to demonstrate any improvement in diagnostic yield between the standard loop monitors and the newer auto-trigger or
auto-trigger/auto-send monitors.

Shortcomings of Traditional Arrhythmia Monitoring

Despite major advances in cardiology with new therapeutic drugs, such as beta blockers and statins, and new therapeutic devices and
procedures over the last several decades, there have been few advances in ambulatory monitoring. We believe that there is a significant
opportunity for new arrhythmia monitoring solutions that exploit the convergence of wireless, low power microelectronic and software
technologies to address the shortcomings of traditional Holter and event monitors. We believe that existing technologies have drawbacks
including inability to detect asymptomatic events, failure to provide real-time data, memory constraints, frequent inaccurate diagnoses and an
inability to monitor patient compliance and interaction. These drawbacks often lead to suboptimal diagnostic yields, adversely impacting clinical
outcomes and health care costs.
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We have developed an ambulatory, continuous and real-time arrhythmia monitoring solution that we believe represents a significant
advancement over event and Holter monitoring. CardioNet's MCOT service incorporates a patient-worn sensor attached to leads that captures
ECG data and communicates wirelessly with a compact monitor that analyzes incoming information by applying proprietary algorithms
designed to detect arrhythmias and eliminate data noise. When the monitor detects an arrhythmic event, it automatically transmits the ECG data
to the CardioNet Monitoring Center, where experienced certified cardiac monitoring specialists analyze the sent data, respond to urgent events
and report results in the manner prescribed by the physician. The MCOT monitor, on average, is worn by the patient for a period of
approximately 14 days. The C3 generation MCOT device was released in December 2007, and includes a variety of product enhancements over
previous generations of CardioNet monitoring devices. Some of these enhancements include the following:

Reduction in size to allow for a lighter unit, and increased comfort to the patient;

Increased radio transmission strength from the monitoring unit to the base to allow for greater mobility within the home; and

Improved graphical interface of the monitoring device to be more user friendly.

MCOT results in a high diagnostic yield of clinically significant arrhythmias, allowing for real-time detection and analysis as well as timely
intervention and treatment. In a randomized 300-patient clinical study, MCOT detected clinically significant arrhythmias nearly three times as
often as traditional loop event monitors in patients who have previously experienced negative or non-diagnostic Holter monitoring.

We believe that MCOT offers the following advantages to physicians, payors and patients:

Real-time, continuous data. MCOT initiates real-time analysis and automatic transmissions as events occur, which allows
physicians to receive urgent notifications in a timely manner. In contrast, most event monitors require the patient to go to a
phone and call in to transmit the event data, which may not happen until hours or days after the event, or at all if the patient
is not compliant.

Expanded memory. The MCOT device currently stores 21 days of ECG data, considerably more than the typical 10 minutes
of memory of event monitors. Event monitors have capacity to store multiple events, but generally store only between one
and six cardiac events, a subset of which may be unusable depending on degree of data artifacts. To the extent that the

patient does not call in and transmit an event, once the event monitor is full, it may become unable to capture future events.
MCOT not only provides 21 days of memory to prevent inadvertent loss of data, but also presents physicians with trend data

for heart rate and atrial fibrillation burden.

Increased compliance through technology and reduced patient interaction. MCOT works without patient interaction,
automatically detecting and transmitting asymptomatic events. Event monitors typically require the patient to call in and
transmit the event by reaching the physician or a technician at a physician's office or a monitoring center and holding the
event monitor up to a telephone to transmit the event data. MCOT increases patient compliance by alerting the patient
through the monitor of loss of communication between the sensor and monitor or that a lead has become detached.

Physicians are able to confirm the patient wore the monitor through the daily reports provided to physicians.

Reflects real-life cardiac activity. Patients using MCOT can continue normal activities, including activities that may trigger
an arrhythmia.
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Symptom correlation. Patients experiencing a symptom record details of their symptom and activity data on the
touch-screen of the MCOT device monitor, which allows physicians to correlate the information to the underlying ECG data.

Detection of asymptomatic events. We have developed a proprietary, FDA-cleared ECG detection algorithm that
automatically identifies arrhythmic events, even in the absence of symptoms noticed by the patient.

Minimization of data artifacts or ''noise'. We have designed our algorithms to eliminate data artifacts to reduce inaccurate
diagnoses and enable more efficient data review by both physicians and the certified cardiac monitoring specialists in the
CardioNet Monitoring Center. In contrast, we believe that certain of the algorithms in the auto-detect loop event monitors
rely on simplistic triggers relating to high, low and irregular heart rates and, in some cases, pauses in heart rate, and

consequently result in frequent inaccurate diagnoses.

Two-way wireless capabilities for transmission, remote programming and data retrieval. MCOT devices allow two-way
wireless communication, compared to most event monitors that only support one-way transmissions. With MCOT
physicians can adjust device parameters remotely, "check in" on the patient and request ECG data from the previous

21 days.

Potential reduction in health care costs. We have demonstrated increased diagnostic yield as compared to event
monitoring, which we believe may reduce "time to diagnosis" and reduce health care costs resulting from repeated
emergency room and physician visits, additional diagnostic testing, prolonged hospitalizations for the sole purpose of
arryhythmia monitoring and unnecessary hospitalizations for drug initiation and titration, as well as expenditures resulting

from stroke and other serious cardiovascular complications.

Tailored and customized to physician's needs. The prescribing physician selects patient-specific monitoring thresholds and
response parameters. The physician selects the events to be monitored and the level and timing of response by the CardioNet
Monitoring Center from routine daily reporting to urgent "stat" reports. Physicians can review the data by fax or internet,
depending on their preferences.

In addition to MCOT , we offer event and Holter monitoring services, positioning us as a "one-stop shop" for arrhythmia monitoring
solutions. We provide cardiologists and electrophysiologists who prefer to use a single source of arrhythmia monitoring services with a full
spectrum of solutions, ranging from our differentiated MCOT services to event and Holter monitoring.

Monitoring with MCOT
Initiation of Service
A physician prescribing MCOT  for his patient completes an enrollment form that describes the length of time during which the patient
should be monitored, together with patient-specific monitoring thresholds and response parameters. Once the patient has been enrolled, a

CardioNet representative contacts the patient to coordinate delivery and schedule a telephonic patient-education session on the use of the MCOT
device.

Monitoring

A lightweight sensor (worn as a pendant or on a belt clip) attached to leads records two channels of ECG. The sensor constantly
communicates wirelessly with the monitor, a compact handheld unit which can be tucked into a pocket or purse. The monitor analyzes incoming
information from the sensor on a real-time basis by applying proprietary algorithms designed to detect arrhythmias.

10
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When the monitor detects an arrhythmic event (defined by the values prescribed by the patient's physician), it transmits the ECG to the
CardioNet Monitoring Center, even in the absence of symptoms noticed by the patient and without patient interaction. In instances when patients
experience a symptom, they select their symptom and the contemporaneous activity level through the monitor's touch screen. Once completed,
the monitor automatically transmits the event to the CardioNet Monitoring Center for review. When at home, the patient can place the monitor in
a base station, which allows recharging and enables automated data transmission through the standard telephone line in the patient's home. Our
monitors store 21 days of ECG data.

The monitor allows two-way wireless communications, enabling the CardioNet Monitoring Center to adjust device parameters, "check in"
on the patient and pull previous ECG data, over standard telephone lines and through cellular coverage. Most other ambulatory devices on the
market, such as most event monitors, only support one-way transmissions.

Central Monitoring Station/Data Transmission Network

At the CardioNet Monitoring Center in Conshohocken, PA, an Independent Diagnostic Testing Facility (IDTF) certified by Medicare,
experienced certified cardiac monitoring specialists analyze the sent data, respond to urgent events and report results in the manner prescribed by
the physician and monitor patient compliance. The CardioNet Monitoring Center operates 24 hours a day, 7 days per week. The data
transmission is accomplished through (i) a wireless cell phone modem in the monitor or (ii) through the telephone line modem in the base
station.

Physician Notification

When prescribing MCOT , physicians will pre-prescribe the criteria for when they wish to be notified by the Monitoring Center regarding a
significant arrhythmic event. The notification is based on the patient's ECG and symptoms and can occur any time, 24 hours a day, 7 days a
week. Physicians can review the data in the media they prefer, choosing from fax or internet. Reports have been designed to allow rapid review
of results, graphing related data and trends. The following is a summary of the types of reports we provide:

Daily Report, which includes:

Heart rate trending chart;

Charts describing the frequency and duration of atrial fibrillation (atrial fibrillation data is trended over the length
of service);

Summary of ECG activity from the prior 24 hours, including urgent ECG's;

Description of symptoms and associated activity level if reported by patient; and

Clinical indicators demonstrating trending of arrhythmias.

Urgent Report

When a patient's ECG and/or symptom meets pre-prescribed physician notification criteria, the physician is
notified immediately and provided with the relevant ECG data, along with the symptoms and activity if reported

by the patient. Physicians are also allowed to revise notification criteria if applicable.

Fetch Report

11
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End of Service Summary Report

At the completion of the patient's monitoring, a report is prepared describing the length of the monitoring service
and all reports that were prepared for the patient during the monitoring service.

Other Arrhythmia Monitoring Services
In addition to MCOT , we offer event, Holter and pacemaker monitoring services.
Event Monitoring Services

The event monitor is a small portable ECG recorder about the size of a pager designed to record and store up to 540 seconds of ECG signal.
Event monitors are placed on the patient in the physician's office and worn typically for 30 days. Our event monitoring services provides
physicians with the flexibility to prescribe both memory loop event monitors and non-loop event monitors. In 2010, over 90% of our event
monitors prescribed by physicians were memory loop event monitors. The memory loop event monitor has two to four leads that are attached to
electrodes, which are placed on the patient's chest. The memory loop event monitor continuously records and stores the previous 60 seconds of
ECG signal in internal loop memory. When a patient becomes symptomatic, he or she activates the monitor by pressing the record button which
stores the 60 seconds of existing loop memory and an additional 30 seconds of ECG signal following patient activation. The stored data is
considered one cardiac event and provides physicians a snapshot of the ECG signal recorded immediately before and during a patient's
symptoms. Some of our memory loop event monitors have an internal algorithm that can automatically activate the monitor based on rate
thresholds and irregular rhythms. Our non-loop event monitors are kept with the patient at all times. When a patient experiences symptoms, our
non-loop event monitors will typically record and store 30 seconds of ECG signal immediately following activation and placement in direct
contact with the patient's chest. Our event monitors have a capacity to store one to six cardiac events before the patient must transmit the data
telephonically to one of two event monitoring centers where our trained cardiac technicians analyze the data, generate a report of the findings
and return the results back to the physician. The physician then interprets the results and determines the next step for the patient. Once
transmitted, the internal memory in the monitor is erased and the patient can resume activating the monitor to record further cardiac events. Our
two event monitoring centers are distinct from the CardioNet Monitoring Center. We provided event monitoring services to approximately
59,655 patients in 2010.

Holter Monitoring Services

The Holter monitor is a small portable ECG recorder designed to record a continuous ECG signal for one to, in rare instances, two days.
The Holter monitor has five to seven leads that are attached to electrodes, which are typically placed on the patient in the physician's office.
Patients are instructed to wear the monitor continuously while they go about normal daily routine, including sleeping. During the monitoring
period, the Holter monitor stores an image of the electrical impulses of every heartbeat or irregularity in either digital format on an internal
compact flashcard or in analog format on a standard cassette tape located inside the monitor. Approximately 5% of our Holters are analog tape
and the remaining 95% use digital flashcard technology. At the conclusion of the monitoring period, the patient returns to the physician office to
have the monitor disconnected. After the patient returns home, the stored data is mailed or sent electronically through a secure web transfer to
our Holter lab where our trained cardiac technicians analyze the data, generate a report of the findings and return the results back to the
physician. The physician then interprets the results and determines the next step for the patient. Our Holter lab is distinct from the CardioNet
Monitoring Center. We provided Holter monitoring services to approximately 56,583 patients in 2010.
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Following the implantation of a pacemaker, certain physicians refer patients to us for periodic monitoring and evaluation of the device
based on a pre-determined frequency set by the referring physician. The patient is provided a transmitter device that we use to telephonically
transmit data to monitor the life and function of the pacemakers. For the year ended December 31, 2010, we performed approximately 15,346
pacemaker tests.

CardioNet Patient Monitoring Platform

MCOT is a patient monitoring platform that we believe can be leveraged for applications in multiple markets. We designed MCOT to
connect sensors and analysis devices on the patient's body (which could include ECG, weight, blood pressure, glucose and others) to a
monitoring center through the use of a wireless data transmission network. Our advanced technology allows the patient system to be housed in a
small, portable, non-invasive package that requires limited patient involvement and compliance. The extended monitoring period and portability
of MCOT enables the capture and analysis of real-life patient activity through sophisticated patient information management systems and the
transmission of such data.

We have made a significant investment in infrastructure and technology over an eight year period. We have raised over $250 million in
capital and spent ten years developing and deploying a proprietary integrated patient monitoring platform that incorporates a wireless data
transmission network, internally developed software, FDA-cleared algorithms and medical devices, and a 24-hour digital monitoring service
center. Our investment includes designing and implementing an integrated technology and service network, establishing sophisticated data
services architecture in conjunction with our data partner nPhase, creating a dedicated central monitoring service center, and internally
developing advanced algorithms which sense, analyze and process data.

Next Generation MCOT Technology Pipeline
We received FDA 510(k) clearance for our next generation platform ("C5") in April 2010. The Company expects to release its C5

generation device in 2011. The C5 features several technology enhancements including:

additional processing capabilities to operate multiple sensors;

enhanced clinical applications;

additional memory space, faster processing, and simplified software upgrades and retrieval;

waterproofing;

support for international transmission capabilities; and

advanced remote operation.
The Company expects to achieve manufacturing cost savings with the C5 versus the C3 generation devices.
Wireless Data Transmission Network

MCOT makes use of multiple communication networks to transmit ECG data to the technicians in the CardioNet Monitoring Center in real
time. When an event meeting pre-prescribed physician notification criteria is detected by our monitor, the monitor transmits data to the
CardioNet Monitoring Center over a telephone line connected to the base. The monitor transmits data to the base wirelessly within the proximity
range of the base, or wirelessly over a cellular data network if the monitor is being used outside the proximity range of the base. Pursuant to our
agreement with nPhase,
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all data is sent from the monitor directly to nPhase. nPhase has both a primary and backup data center for high availability. nPhase immediately
forwards the transmission to our CardioNet Monitoring Center. The CardioNet Monitoring Center is equipped with primary and backup data
centers that are fully integrated with nPhase's primary and backup data centers so that data can be easily routed through a number of paths in the
event of an emergency. When data is received by the CardioNet Monitoring Center, it is processed by our technicians in order of severity and
time received. We have agreed with nPhase that they will be our exclusive provider of monitoring and communication services through the
expiration of the agreement in September 2013 and automatically renews for successive periods for one year each, unless terminated by either
party with at least 90 days advance notice to the other party. nPhase may terminate the agreement if certain conditions occur, including if we fail
to maintain an agreed upon number of active cardiac monitoring devices on the nPhase network or in the event that we begin to utilize the
services of a provider of monitoring and communication services other than nPhase. Pursuant to the agreement, we are required to indemnify
nPhase for all claims resulting from the provision of our services.

Proprietary Software and Algorithms

We have developed a proprietary software platform which is at the core of MCOT . In the last eight years, we have had more than 70
software releases. Key software includes:

ECG Detection Algorithm. The MCOT monitor analyzes incoming information from the sensor on a real-time basis by
applying proprietary algorithms which are designed to detect arrhythmias. Our original MCOT technology layered internally
developed algorithms on top of a commercially available algorithm. In October 2005, we received FDA 510(k) clearance for

a next generation ECG detection algorithm we use in the C3, to which several patents or patent applications relate.

SomNet. Cyclic variation of heart rate (CVHR) is reported. SomNet uses our MCOT technology to automatically identify
patients with CVHR patterns. By utilizing our internally developed algorithms, MCOT can detect CVHR episodes based on
regularity and amplitude greater than 10 bpm. Physicians are able to confirm symptoms and indicators through the daily

reports provided to physicians.

CardioNet Connect. MCOT features separate HIPAA compliant websites for each physician practice that allow physicians
to review, edit and print patient reports. CardioNet Connect is a new generation software platform that allows integrated
access to all of our service offerings. The previous platform only allowed access to MCOT , and none of our other service
offerings. In addition, CardioNet Connect allows for on-line patient enrollment, which we believe will increase the speed of

starting patients on service.

Patient Enrollment and Management System. We maintain demographic information for each physician practice enrolled
with us which enables members of the CardioNet Monitoring Center to immediately contact a physician whose patient

experiences a clinically significant event described in predefined monitoring thresholds provided to us by the physician.

Monitoring Services Application. The monitoring services application is a software application included within the
CardioNet Monitoring Center that analyzes incoming data from a patient-worn sensor on a real time basis. When the monitor
detects an arrhythmic event (defined by the values prescribed by the patient's physician), it transmits the ECG data to the
CardioNet Monitoring System for our review. The ECG data is reviewed by one of our monitoring specialists and a
determination is made as to the "stat" nature of the data and if the physician should be notified. Our monitoring services
application provides the basis for the daily, urgent and fetch reports that we send to physicians and stores 21 days of ECG
data.
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Work Order System. Our service tracks each patient from the time MCOT is prescribed by their physician through the time
that the patient completes MCOT service, returns the MCOT device to us and is released for billing. We are able to schedule
and track relevant events such as the date we provide patient education and service initiation to our patients and the dates

that we ship and receive the MCOT device to and from each patient.

Device Management System (DMS). DMS is an inventory management system that allows us to track our MCOT devices.
The system allows us to identify where devices are based on tracking numbers assigned during shipment, and allows us to
plan for patient demand and production.

Clinical Development

For the years ended December 31, 2010, 2009 and 2008, we spent $4.9 million, $5.8 million and $4.0 million, respectively, on research and
development expenses. We intend to continue to develop proof of superiority of our technology through clinical data. The three primary sources
of clinical data that we have used to date to illustrate the clinical value of MCOT include: (1) a randomized 300-patient clinical study; (2) our
cumulative actual monitoring experience from our databases; and (3) other published studies.

Randomized Clinical Study

We completed a 17 center, 300-patient randomized clinical trial in March 2007 that was CardioNet sponsored. We believe this study
represents the largest randomized study comparing two noninvasive arrhythmia monitoring methods.

The study was designed to evaluate patients who were suspected to have an arrhythmic cause underlying their symptoms, but who were a
diagnostic challenge given that they had already had a non-diagnostic 24-hour Holter monitoring session or four hours of telemetry within
45 days prior to enrollment. Patients were randomized to either MCOT or to a loop event monitor for up to 30 days. Of the 300 patients who
were randomized, 266 patients who completed a minimum of 25 days of monitoring were analyzed (134 patients using MCOT and 132 patients
using loop event monitors).

Inclusion criteria included a high clinical suspicion of a malignant arrhythmia and symptoms of syncope, pre-syncope or severe palpitations
occurring less frequently than once per 24 hours. Exclusion criteria included severe heart failure (as denoted by New York Heart Association
Class IV), myocardial infarction (heart attack) within the prior three months, candidacy for or recent heart valve surgery, and a history of certain
sustained tachycardias called ventricular tachycardia or ventricular fibrillation.

The primary endpoint was the confirmation or exclusion of a probable arrhythmic cause of the patient's symptoms, defined as "diagnosis."
Study investigators classified any arrhythmias during the monitoring period as being either "clinically significant" or "clinically insignificant."
"Confirmation" was based on investigators' assessment of the likelihood that a clinically significant arrhythmia caused the patient's presenting
symptoms. "Exclusion” of a probable arrhythmic cause was determined if any reported symptoms were not associated with an arrhythmia.
Monitoring was considered "non-diagnostic," or non-conclusive, if patients remained asymptomatic during the monitoring period with either no
arrhythmia or only a clinically insignificant arrhythmia document. The study concluded that the primary endpoint was met.

Eric Prystowsky, a member of our board of directors, is the chief editor of the Journal of Cardiovascular Electrophysiology in which the
study was published. Dr. Prystowsky recused himself from the journal's review of the study and a guest editor was chosen who selected the
reviewers and oversaw the entire review process, which was blinded to Dr. Prystowsky.
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The following chart depicts data from the trial, indicating that MCOT is nearly three times more successful in detecting clinically
significant arrhythmias in patients than loop event monitors:

In a subgroup of patients experiencing syncope and/or pre-syncope, MCOT was over three times more effective than loop event monitors in
diagnosing clinically significant arrhythmias, as demonstrated in the following chart:

The study specifically compared the success of MCOT against loop event monitors in detecting patients afflicted with atrial fibrillation
because of the prevalence of asymptomatic episodes that occur in cases of atrial fibrillation and the difficulty of diagnosis. Diagnosis and
treatment of atrial fibrillation is important because it can lead to many other medical problems, including stroke.
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The following chart depicts data from the trial indicating that MCOT demonstrated greater success in detecting atrial fibrillation than loop
event monitors, especially in patients who were experiencing asymptomatic atrial fibrillation.

The following chart depicts data from the trial indicating the success of MCOT compared to loop event monitors in diagnosing atrial
fibrillation in patients experiencing syncope and/or pre-syncope and who also experience asymptomatic episodes of atrial fibrillation:

CardioNet's Monitoring Experience

In January 2005, we completed a study of the first 100 patients who used CardioNet's MCOT service. 51% of such patients were diagnosed
with clinically significant arrhythmias. 53% of patients who had previously been tested without successful diagnosis using Holter or event
monitors were diagnosed with clinically significant arrhythmias by MCOT . 34% of patients experienced a change of management by their
physician as a result of their diagnosis using MCOT . Of those, 15% were implanted with pacemakers, 6% were implanted with cardioverter-
defibrillators and 12% were prescribed ablations.
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MCOT has been cited and referenced in a total of 32 publications and abstracts, including the aforementioned 300-patient randomized
clinical trial. Additional references and citations include:

Publications

"Toward a Definitive, Totally Thoracoscopic Procedure for Atrial Fibrillation." Sirak et al, The Annals of Thoracic Surgery,
Dec 2008.

"Atrial Fibrillation Detected by Mobile Cardiac Outpatient Telemetry in Cryptogenic TIA or Stroke." Tayal et al,
Neurology, Nov 2008.

"Initial Experience with Novel Mobile Cardiac Outpatient Telemetry for Children and Adolescents with Suspected
Arrhythmia." Saarel et al, Congenital Heart Disease, Jan/Feb 2008.

"Absence of Correlation Between Symptoms and Rhythm in 'Symptomatic' Atrial Fibrillation." Mehall et al, The Annals of
Thoracic Surgery, 2007.

"Utility of Mobile Cardiac Outpatient Telemetry for the Diagnosis of Palpitations, Presyncope, Syncope, and the Assessment
of Therapy Efficacy." Olson et al, Journal of Cardiovascular Electrophysiology, May 2007.

"The Importance of Mobile Cardiac Outpatient Telemetry (MCOT ) for the Detection of Cardiac Arrhythmias." Rothman, EP
Lab Digest, May 2007.

"Assessment of Rhythm and Rate Control in Patients with Atrial Fibrillation." Prystowsky, Journal of Cardiovascular
Electrophysiology, September 2006.

"Symptomatic and Asymptomatic Atrial Fibrillation in patients undergoing Radiofrequency Catheter Ablation."
Vasamereddy et al, Journal of Cardiovascular Electrophysiology, February 2006.

"Video-Assisted Bilateral Pulmonary Vein Isolation and Left Atrial Appendage Exclusion for Atrial Fibrillation." Wolf et al,
Journal Thoracic and Cardiovascular Surgery, September 2005.

"First Experience with Mobile Cardiac Outpatient Telemetry (MCOT ) System for the Diagnosis and Management of Cardiac
Arrhythmias." Joshi et al, The American Journal of Cardiology, April 2005.

"Detecting and Treating Urgent Asymptomatic Arrhythmias with Mobile Cardiac Outpatient Telemetry (MCOT )."
Sangrigoli, EP Lab Digest, May 2004.

Abstracts

"The Success Rate Following Maze III Procedure: A Comparison Between EKG, 24 Hours Holter, and Long-Term
Monitoring." Ad et al, Society of Thoracic Surgeons Annual Meeting, 2009.
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"Totally Thoracoscopic Bipolar Radiofrequency Ablation for the Treatment of Atrial Fibrillation." Longoria et al, Society of

Thoracic Surgeons Annual Meeting, 2009.

"Surgical Correction of Atrial Fibrillation With the Procedure: Long Term Outcomes Assessed With Continuous Outpatient
Telemetry." Gammie et al, Southern Thoracic Surgical Association 55th Annual Meeting, Nov 2008.

"Cryo-Maze for Concomitant Atrial Fibrillation: Mid Term Results Using CardioNet Home Monitoring." Stevens et al,
Meeting of the Pennsylvania Association of Thoracic Surgeons, Oct 2008.
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"How Reliable is Asymptomatic Patient Rhythm Perception Following Maze Procedure?" Ad et al, Heart Rhythm Society
Annual Meeting, 2008.

"Utility of Noninvasive, Continuous Outpatient Cardiac Rhythm Monitoring to Diagnose Prolonged Asystole in Patients
with Seizure Disorder." Biviano et al, Heart Rhythm Society Annual Conference, 2007.

"Initial Experience with Novel Mobile Cardiac Outpatient Telemetry System for Pediatric Patients with Suspected
Arrhythmia." Saarel et al, Heart Rhythm Society Annual Conference, 2005.

"Symptomatic and Asymptomatic Atrial Fibrillation in Patients Undergoing Radiofrequency Catheter Ablation."
Vasamereddy et al, American College of Cardiology Annual Scientific Session, Mar 2005.

"Incidence of Asymptomatic Atrial Fibrillation Recurrence Post Pulmonary Vein Isolation Using a Novel Continuous Event
Monitoring System." Tarakji et al, Heart Rhythm Society Annual Conference, 2005.

Our goal is to expand our position as the leading provider of ambulatory, continuous and real-time outpatient monitoring services by
establishing our proprietary integrated technology and service offering as the standard of care for multiple health care markets. The key elements
of the business strategy by which we intend to achieve these goals include:

Leverage Monitoring Platform to New Market Opportunities. We believe that MCOT is a platform that can be leveraged
for applications in multiple markets. We have made a significant investment in infrastructure and technology. Our
investment includes designing and implementing an integrated technology and service network, establishing a sophisticated
data services architecture in conjunction with our data partner nPhase creating a dedicated central monitoring service center,
and internally developing advanced algorithms which sense, analyze and process data. While our initial focus has been on
arrhythmia diagnosis and monitoring, we intend to expand into new market areas such as cardiac monitoring for clinical
trials, including QT prolongation and arrhythmia trials, and comprehensive disease management for congestive heart failure,
diabetes and other diseases that require outpatient or ambulatory monitoring and management. We believe that our
technology could also be used to create "instant telemetry beds" in hospitals, particularly in rural hospitals, step-down units
or skilled nursing facilities to help cope with acute nursing shortages by reducing the number of nurses needed to oversee

ECG monitoring and reduce capital equipment costs.

Continue to Educate the Market on the Higher Diagnostic Yield of Our Differentiated Arrhythmia Monitoring

Solution. We intend to continue to educate cardiologists and electrophysiologists on the benefits of using MCOT to meet
their arrhythmia monitoring needs, stressing the increased diagnostic yield and their ability to use the clinically significant
data to make timely interventions and guide more effective treatments. Physicians have responded favorably to our
comprehensive and responsive service delivery model which allows predetermined notification criteria tailored to the patient

by the physician, while driving increased patient compliance and resulting in positive patient experiences.

Capitalize on Clinical Trial Results and Other Publications to Enhance Payor Relationships. At year-end 2007, we had
contracts with 152 commercial payors representing over 110 million covered lives. Our efforts since year-end 2007 have
resulted in an additional 152 contracts, bringing our total to 304 commercial payors and Medicare as of December 31, 2010.
We estimate that this represents more than 210 million covered lives. In early 2007, we completed a
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300-patient randomized clinical trial that found that MCOT provided a significantly higher diagnostic yield compared to
traditional loop event monitoring, including technology incorporating a feature designed to automatically detect certain
arrhythmias. We are using the clinical evidence from this trial, along with subsequent publications, to both drive continued
physician adoption of our solution and to attempt to secure contracts with additional commercial payors.

Position CardioNet as ''One-Stop Shop'' for Arrhythmia Monitoring. We are able to offer to physicians both MCOT and
event and Holter monitors. We believe that certain cardiologists and electrophysiologists prefer to use a single source of
arrhythmia monitoring solutions with a full spectrum of those solutions. Additionally, with the acquisition of Biotel Inc. in
December 2010, we have incorporated the direct sale of wireless event monitors to distributors, physician, clinics and

research organizations.

Enhance Product Capabilities, Introduce New Products and Establish Complimentary Product Offerings through
Acquisitions or Joint Ventures. We intend to grow the business through acquiring and licensing technologies and
collaborating with third parties to offer new and complimentary product offerings. We believe there are opportunities to
leverage these capabilities through select technology or company acquisitions, as well as collaborations that enhance our
capabilities or complement our markets.

Sales and Marketing

We market our arrhythmia monitoring solutions, including MCOT , primarily to cardiologists and electrophysiologists, who are the
physician specialists who most commonly diagnose and manage patients with arrhythmias. During 2010, we received approximately 35% of our
revenue from Medicare. While we expect a significant portion of our revenue to continue to be derived from Medicare going forward, we are
focused on expanding our commercial customer base.

We attend trade shows and medical conferences for organizations such as the Heart Rhythm Society, American College of Cardiology
(ACC), Society of Thoracic Surgeons and the Southern Thoracic Surgical Association, as well as numerous regional ACC chapter events, and
the annual Boston Atrial Fibrillation Conference to promote MCOT and to meet medical professionals with an interest in performing research
and reporting their results in peer-reviewed medical journals and at major medical conferences. We also sponsor peer-to-peer educational
opportunities and participate in targeted public relations opportunities.

Reimbursement
mcor

For the years ended December 31, 2010, 2009, and 2008, arrhythmia monitoring with MCOT involved reimbursement for services as
follows:

CardioNet receives reimbursement for the technical component related to the monitoring services provided by the CardioNet
Monitoring Center, located in Conshohocken, PA. The reimbursement is either provided by the Medicare Part B carrier for
Pennsylvania on behalf of the Centers for Medicare and Medicaid Services or commercial payors. The technical component
of our service is billed under the Category I CPT, Code "93229", which was approved by the AMA and CMS in October of

2008 for use effective January 1, 2009.

Prior to receiving the CPT Code, the technical component of our MCOT service was billed under the non-specific billing, or
CPT, Code "93799." Unlike dedicated CPT codes approved by the AMA and CMS, claims using non-specific codes
sometimes required semi-automated or manual processing, as well as additional review by payors.
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As of December 31, 2010, we had secured contracts with 304 commercial payors. We estimate that, combined with
Medicare, this represents more than 210 million covered lives. We enter into contracts with commercial payors pursuant to
which we receive reimbursement for our technical services. Such contracts typically provide for an initial term of between
one and three years and provide for automatic renewal. Either party can typically terminate these contracts by providing
between 60 to 120 days prior notice to the other party at any time following the end of the initial term of the agreement. The
contracts provide for an agreed upon reimbursement rate, which in some instances is tied to the rate of reimbursement we
receive from Medicare. Pursuant to these contracts, we generally agree to indemnify our comm