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§ This presentation contains forward looking statements which involve
risks and uncertainties. The actual performance, results and timing
of the business of LifeWatch AG, could differ materially from the
performance, results and timing in this presentation. This
presentation does not constitute an offer to sell or a solicitation to
purchase any securities of LifeWatch AG. Any such decision must
not be made on the basis of the information provided in this
presentation. LifeWatch AG does not undertake any obligation to
publicly update or revise information provided during this
presentation. This presentation must not be distributed in or into the
United States of America.

Forward Looking Statements
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§ Q3 2011 Update

§ Business Update

§ Summary

• Presented by Dr. Yacov Geva,
Chairman and Chief Executive Officer of LifeWatch AG

Agenda



Q3 2011 Update
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§ Revenues of USD 18.78 million, down 7% over previous
quarter were largely impacted by the following:
• OIG investigation which severely distracted sales force and some

accounts

• Lower enrollments due to seasonal factors

• Some impact of higher deductibles which many patients are
required to pay for healthcare related services

Overview of Q3 2011
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§ As previously announced, our  U.S. subsidiary, LifeWatch Services,
Inc., is under a civil investigation by the Office of the Inspector General
of the U.S. Department of Health and Human Services (“OIG”) that
audits the use of Medicare and TriCare payments in the U.S.
healthcare market, and by the U.S. Department of Justice (“DOJ”):

• The investigation concerns Medicare and TriCare payments made to LifeWatch

• LifeWatch has cooperated fully with the OIG and the DOJ throughout the
investigation and is currently negotiating a settlement to be paid over five years

• While no final agreement has been reached to date and the terms are yet to be
finalized, as of September 30, 2011, LifeWatch has booked a provision in a
cumulative amount of USD 18.50 million to settle this issue

• Once the Company has completed the settlement with OIG and DOJ, we will
disclose further details

• The OIG and DOJ investigation caused considerable distraction within our
sales force and with some of our accounts as seen in our Q3 results

Overview of Q3 2011 continued
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§ Revenues of USD 18.78 million
§ Gross margin of 46.9%
§ LBIT of USD 19.84 million
§ LBITDA of USD 18.37 million
§ Net loss of USD 20.40 million
§ Cash, cash equivalents, marketable securities and

structures of USD 7.20 million on September 30, 2011
§ Cost cutting initiatives contributed to reduction in costs of

services and some operational expenses
• Some measures already having a positive impact this quarter and

will continue to improve going forward

Q3 2011 Financial Highlights
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Income Statement

USD thousands Q3 2011
Unaudited

Q2 2011
Unaudited

+ / -

Revenues 18,778 20,150 -6.8%

Cost of revenues 9,969 11,331 -12.0 %

Gross profit 8,809 8,819 0%

Research & Development expenses 1,834 2,289 -19.9%

Selling and Marketing expenses 4,036 5,877 -31.3%

General and Administrative expenses 4,888 5,525 -11.5%

Restructuring and others 17,889 3,681

Total operating expenses 28,647 17,372

Loss from operation (19,838) (8,553)

Financial income (expenses), net , and other 125 (20)

Loss before taxes (19,713) (8,573)

Tax expense 687 1,497

Loss for the period (20,400) (10,070)

LBITDA (18,373) (7,025)
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Quarterly Operating Expense Trends in Q3 2011
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Cash Flow Statement

USD thousands
Q3 2011

Unaudited
Q2 2011

Unaudited
FY 2010
Audited

Net cash used in operating activities (3,223) (10,298) 8,441

Purchase of fixed assets (650) (1,097) (2,734)

Proceeds (purchase) of marketable securities including structures, net 4,241 - (1,554)

Net cash used in investing activities 3,591 (1,097) (4,288)

Discharge of long term loans and capital leases obligations (435) (515) (4,756)

Net cash used in financing activities (379) (1,150) (6,748)

Translation differences on cash balances of subsidiaries (63) (56) (81)

(Decrease) in cash and cash equivalents (74) (12,601) (2,676)

Balance of cash and cash equivalents at beginning of period 7,183 19,784 36,185

Balance of cash and cash equivalents at end of period 7,109 7,183 33,509
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Balance Sheet Statement
USD thousands Q3 2011 Unaudited Q2 2011 Unaudited FY 2010 Audited

Cash and cash equivalents 7,109 7,183 33,509

Marketable securities and structures 43 780 514

Accounts receivable (trade & other), net 21,080 20,979 13,258

Deferred income taxes 5,997 5,997 5,997

Inventories 2,253 2,271 1,516

Total current assets 36,482 37,210 54,794

Marketable securities and structures 52 3,569 3,828

Other non-current receivables 9,237 10,000 11,882

Total non-current investments and receivables 9,289 13,569 15,710

Property plant and equipment,net 9,108 9,920 12,124

Goodwill, intangible and other assets, net 15,016 15,019 15,025

Total assets 69,895 75,718 97,653

Current maturities of long-term loans and other liabilities 546 980 1,937

Accounts payable and accruals (trade and other) 25,756 22,687 21,253

Total current liabilities 26,302 23,667 23,190

Total non-current liabilities 12, 016 127 255

Total shareholders’ equity 31,577 51,924 74,208

Total liabilities & shareholders equity 69,895 75,718 97,653



Business Update
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§ We added 103 providers for ACT and NiteWatch Home Sleep testing
services in 2011, representing over 21 million new covered lives. These
contractual milestones include:

• Medicaid health insurance provided by The Centers for Medicare and Medicaid
(CMS) to people who can't afford medical care, contracted for ACT monitoring
services and NiteWatch Home Sleep tests in two U.S. states (Iowa and
Oklahoma). Medicaid typically offers only basic services to these individuals,
and is under tremendous pressure to cut costs. We successfully demonstrated
cost benefits of ACT and NiteWatch services.

• Magnacare Administrative Services, an important regional East Coast
commercial carrier covering 850,000 lives, contracted for NiteWatch Home
Sleep test services.

• Anthem BlueCross of California, covering 7.3 million lives, is the only
contracted provider for cardiac event monitoring and Holter monitoring services
besides hospitals and physicians that own their devices. Anthem Blue Cross is
the largest BlueCross BlueShield plan, and operates in fourteen U.S. states.

Managed Care Update
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§ We received approx. USD 3.7 million of the withheld
Medicare reimbursement payment of USD 11.8 million in
September 2011.

§ The remaining payment of approx. USD 8.0 million was
received October 2011 (disclosed in press release of
October 11, 2011) and will be recorded in Q4 2011
financial results.

Payment for Withheld Medicare Reimbursement
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§ The Company has cooperated fully with the OIG and DOJ
throughout  the investigation:
• Current and former employees and some accounts were

questioned by the OIG

• LifeWatch has enforced stricter rules around acceptable ethics and
behavior of all its employees

– Dismissal for any unlawful behavior

– Tightened Travel and Entertainment policies

– Quarterly audits of all compliance programs

§ It appears the investigation is over and we can focus on our
core business

Discussion on OIG Investigation
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§ To enhance our compliance program and pro-actively align itself with
the latest government healthcare compliance and regulatory guidelines,
LifeWatch engaged Strategic Management Services, LLC (“SMS”),
which has extensive experience in health care compliance and
regulatory oversight:

• SMS developed a comprehensive Ethics and Compliance Program for
LifeWatch

• The compliance program is overseen by a Corporate Compliance Officer
• Every LifeWatch employee is trained and tested annually on compliance

policies and procedures. Further training is mandatory for any employee
involved in billing, coding, or providing care to patients

• A quarterly audit is conducted to ensure our employees understand and comply
with applicable laws and policies, and conform to the highest standards of
ethics and integrity

• LifeWatch requires strict adherence to this program to ensure that appropriate
care is provided to federal health care program beneficiaries and that the claims
submitted for such care are complete and accurate

LifeWatch Ethics and Compliance Program



17

§ Kaiser Family Foundation and the Health Research and
Educational Trust survey analyzes growing burden of many U.S.
companies on subsidizing healthcare for approx. 150 million
workers
• Average cost of employer-provided family plan in 2011 rose 9% from

2010 and 31% from 2006
• Many companies introduced high-deductible healthcare plans in an

effort to reduce costs. Patients now face increased out-of-pocket
expenses which is having some impact on enrollments. Some patients
with less income or higher deductibles will decline service or move to a
less expensive monitoring service.
– We offer patients under financial duress convenient payment

options
• We believe that as the U.S. economy improves, the enrollment trends

will rise

U.S. Healthcare Environment
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§ We have monitored millions of Americans since 1992
§ In 2010 we cared for over 275,000 patients enrolled on our advanced

cardiac monitoring or Home Sleep Test services
• Numerous thank you notes arrive monthly from patients and their families
• Our monthly patient satisfaction surveys average over 95% in “Good to

Excellent” scores for all aspects of our service

LifeWatch Center of Monitoring Excellence
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§ Our Q3 2011 results were mainly impacted by the
distraction in our sales force and with some accounts over
the OIG investigation

§ We have taken strict measures to ensure 100% compliance
in our entire organization

§ As the investigation now seems to be behind us, we can
focus on growing the business using our strong
foundations, commitment to ethical business practices,
almost 20 years of excellent service and investments in
innovative healthcare solutions.

Summary
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Thank You


