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PART I

This Annual Report on Form 10-K contains forwarddimg statements that are based on our beliefsesdmptions regarding future events and
circumstances, including statements regarding oatsgies, our opportunities, developments in tealthcare market, our relationships with our
customers and contract manufacturer and other matiEhese statements are principally containedeml 1, Business; Item 1A, Risk Factors;
Item 7, Management's Discussion and Analysis ddriéial Condition and Results of Operations; andeotsections of this Annual Report

Form 1(-K. Forward-looking statements include statemelmés are not historical facts and can be identifdwords such as “project,”

“believe,” “anticipate,” “plan,” “expect, should,” “would, will” or “may,” or

other similar words and phrases.

”ou ”ow ”u LINTH

estimat e,” “intend,” “continue,

”ou ” ” ”u

could ,” “potentially,

Forward-looking statements are subject to known and unkmisks, uncertainties and other factors that cocddise actual results to differ
materially from the results anticipated by theseverd-looking statements. These risks, uncertasndied factors include those we discuss in this
annual report in Item 1A, Risk Factors. You shaelad these risk factors and the other cautionaagyeshents made in this Annual Report on F
10-K as being applicable to all related forward-ling statements wherever they appear in this AnReglort on Form 10-K. It is not possible for
us to predict all risks that could affect us, nanave assess the impact of all factors on our lassiror the extent to which any factor, or
combination of factors, may cause actual resulidifier materially from those contained in any fangd-looking statements we may make.
Moreover, new risks emerge from time to ti

The forward-looking statements made in this AnfRegort on Form 10-K relate only to events as ofddie on which the statements are made.
We undertake no obligation to update publicly asryard-looking statements, whether as a resultea¥ mformation, future events or otherwise,
except as required by law.

ltem 1. Busines:

Overview

We are a provider of mobile communication solutidwised on addressing critical communication emgjés facing hospitals today. We help
customers improve patient safety and satisfactiod,increase hospital efficiency and productiviilypigh our Voice Communication, Secure
Messaging and Care Transition solutions. Our V@oenmunication solution, which includes a lightweijghearable, voice-controlled
communication badge and a software platform, esalders to connect instantly with other hospitlf simply by saying the name, function or
group name of the desired recipient. Our Secureshigag solution securely delivers text messagesbants directly to and from smartphones.
Our hosted Care Transition solutions include vaeicd text based software applications that captoamage and monitor patient information wl
responsibility for the patient is transferred oafided-off’ from one caregiver to another, whichpsghanage the hospital discharge process to
help prevent unnecessary readmissions.

At the core of our Voice Communication solutioraipatent-protected software platform that we intozdl in 2002. We have significantly
enhanced and added features and functionalityigestiution through ongoing development based equfent interactions with our customers.
software platform is built upon a scalable architez and recognizes more than 100 voice commargtssléan instantly communicate with ott
using the Vocera communication badge or througheva€onnect client applications available for iRhand Android smartphones, as well as
Cisco wireless IP phones. Our Voice Communicat@aot®n can also be integrated with nurse call atiér clinical systems to immediately and
efficiently alert hospital workers to patient needs

Our solutions are deployed in 875 hospitals andtieszre facilities, including large hospital systgeramall and medium-sized local hospitals, and
a small number of clinics, surgery centers and aged facilities. Over 1,000 customers, includinghealthcare users, have deployed our
solutions. We sell our solutions to healthcareaustrs primarily through our direct sales forcehia United States, and through direct sales and
select distribution channels in international méske

We were incorporated in Delaware on February 1802Qur corporate headquarters are located at 526 Rtreet, San Jose, CA 95126, and our
main telephone number is (408) 88400. We maintain a websitevaitvw.vocera.com The contents of our website are not incorporatta) or
otherwise to be regarded as part of, this AnnualoReon Form 10-K.

Industry overview

Improving communication among the mobile and higligpersed healthcare professionals in hospita@stiemely important. Hospital
communications are typically conducted through aiae components, including overhead paging, pagetsnobile phones, often relying on
written records of who is serving in specific rotkging a particular shift. These legacy commuiicamethods are inefficient, often unreliable,
noisy and do not provide “closed loop” communicat{m which a caller knows if a message has reaitkédtended recipient). These
communication deficiencies can negatively impadtiepa
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safety, delay patient care and result in operatimedficiencies. Additionally, the increasing fazon improving patients' experience is supported
by the healthcare reform initiative, which incorgi@s financial incentives for hospitals to imprdlve quality of care and patient satisfaction.
These forces are driving hospitals to invest itt@bogy and process improvements to manage thenatipns more efficiently and to improve
staff and patient satisfaction. Our communicatitaifprm helps hospitals increase productivity aeduce costs by streamlining operations, and
improves patient and staff satisfaction by creatirdifferentiated “Vocera hospital” experience.

Our strategy

Our goal is to extend our leadership position peoaider of communication solutions in the healtiecaarket. Key elements of our strategy
include:

» Expand our business to new U.S. healthcare custosn As of December 31, 2012, our solutions werdajeg in approximately 10% of
U.S. hospitals. We believe our unified communigagtatform can provide significant value to bottgland small hospitals that currently
not deploy our solutions. We plan to continue tpagd our direct sales force to win new customermsrgiospitals of all sizes. We have
structured and incentivized our sales organizatdiocus on sales to new customer sites, partigulethin large health systems.

»  Further penetrate our existing installed customease. Typically, our customers initially deploy ouoe Communication solutions in a
few departments of a hospital and gradually expgaratiditional departments as they come to fullyrapipte the value of our solutions. We
recognize the significant opportunity to up-sellanoss-sell to our existing customers, includimg new hospitals that are part of healthcare
system where our systems are deployed in one cg otber hospitals. Key sales strategies includmptimg a further adoption of our Voice
Communication solution and demonstrating the vafusur Secure Messaging and Care Transition salstio our existing customers. We
plan to continue expanding the number of accoumagers focused on our existing customers in omlgrdw our revenue and maintain and
improve customer experience.

» Extend our technology advantage and create new prctdsolutions.  We intend to continue our investment in redeared development to
enhance the functionality of our communication sohs and further differentiate them from other pating solutions. We plan to invest in
product upgrades, product line extensions and méwisns to enhance our portfolio, such as ourmeggroduction of client applications for
iPhone and Android mobile platforms.

» Pursue acquisitions of complementary businesseshtmlogies and asset We completed four small acquisitions in 201@xpand our
solutions offering, demonstrating that we can sssftdly source, acquire and integrate complemertiasjinesses, technologies and assets.
We intend to continue to pursue acquisition opputies that we believe can accelerate the growtbuofbusiness.

«  Grow our international healthcare presence. Today, in addition to our core U.S. market,se# primarily into other English-speaking
markets, including Canada, the United Kingdom, Aaligt and New Zealand. As of December 31, 2012 solutions were deployed in over
100 healthcare facilities outside the United Statés plan both to utilize our direct sales forcd sverage channel partners to expand our
presence in other English-speaking markets and eateEnglish speaking countries. Recently we anoed the general availability of a
localized French language version of our Voice Camication solution.

» Expand our communication solutions in nc-healthcare markets. While our current focus is on the healthcarekeia we believe that our
communication solutions can also provide valuedn-healthcare markets. Our Voice Communicationragdsaging solutions have been
deployed in over 200 customers in hon-healthcamk@tswhere there are large numbers of mobile werkecluding hospitality, retail and
libraries. Currently, this is not a material pontiof our business, but longer term, we believedhmarkets could represent potential
opportunities for growth.

Our products, technology and services

Our solutions consist of our Voice Communicatioec®e Messaging and Care Transition solutions.ohoptement our solutions, we provide
services and support capabilities to help our casts optimize the benefits of our solutions.

Voice Communication solution

Our Voice Communication solution is comprised afféque software platform that connects communicadievices, including our hands-free,
wearable, voice-controlled communication badgesthind-party mobile devices that use our softwapligations to become part of the Vocera
system. The system transforms the way mobile werkemmunicate by enabling them to instantly connéttt the right person simply by saying
the name, function or group name of the person weayt to reach, often while remaining at the paifitare. Our system responds to over 100
voice commands.

Some examples of common commands are shown below.
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Action Spoken commands

Call by name Call John Smith.

Call a group member Call anAnesthesiologist.

Dial a phone number or extension Dial extensior8145.

Initiate a broadcast to a group Broadcast t&cmergency Response Team
Locate nearest member of a group Where is the nearest memberSafcurity?
Send a voice message Record a message fBediatric Nursing

Components of the Voice Communication solutionudel:

» Software platform. At the heart of our Voice Communication solutiomipatent-protected enterprise-class softwaregofatthat runs on
our customers’ Windows-based servers. The intelligeof our client-server system is contained prilparithin our server-software. This
platform contains an optimized speech recognitingiree and call management functionality. In additid controls the calling and messaging
functions of the mobile client devices and mairgginofiles for users and groups that enable cugtation of workflow patterns for each
customer. Our scalable software platform can suppaltiple geographic sites and multiple facilitiwghin a healthcare system to help
clinicians stay connected to the latest statubeaif patients.

In addition to the primary system server, our safevplatform includes usage and diagnostic reppttinls, as well as our telephony softw
to interface to customers’ existing phone systebus. solution is further embedded into the cliniealrkflow of the hospital through the
ability to integrate with over 50 third-party clgal systems, including nurse call, patient monitgprnd electronic medical record systems.
These integrated solutions enable the immediateestglof alerts to hospital workers, helping to imoye patient safety and satisfaction.

» Communication badge Our communication badge is a wearable device wegglgss than two ounces that operates over cussbmer
industry-standard Wi networks, the use of which has become incresprgvalent in hospitals. The badge is worn clghpza shirt or on
lanyard. It can be used to conduct hands-free camuation and is the only hands-free device of it&lklt enables instant two-way voice
conversations without the need to remember a phoner or use a handset. An over-the-air updatdhameem seamlessly updates device
software. Our badge also incorporates automatgndistic mechanisms that feed data on wireless metparformance back to the software
platform for reporting and diagnosis of problenmsQOctober 2011, we introduced the Vocera B3000 &adgr fourth generation
communication badge. This badge offers improvealility, a louder speaker for noisy environmentd proprietary acoustic noise reduct
technology to improve speech recognition by elirtilgabackground noise.

»  Vocera Connect mobile applications. Vocera Connect mobile applications allow Voceraamers to enable authorized users to access the
voice calling capability of our system on third-ggamobile devices, including iPhone, Android andestmobile devices. In 2012, we added
Cisco wireless IP phones to the list of mobile desiwe support. When used in a Wi-Fi environméiet \Mocera Connect mobile application
enables non-Vocera devices to receive voice comeatian initiated within the Vocera system, incluglimle-based calls and group
broadcasts. Onscreen presence information enafdes 10 see the status of other users and instamthyect with particular individuals,
functional roles or entire groups using voice comdsaor our click-to-connect functionality.

Secure Messaging solutio

Our Secure Messaging solution securely deliversrtessages, alerts and other information, dir¢otBnd from smartphones. It is designed to
replace paging and unsecure short message savig®|S, systems. Our solution is comprised of derpnise-grade software platform and client
applications that run on iPhone or Android devidé®e software platform provides the central inggtice, database of users and contacts and
monitoring controls that display a real-time dasdrdoof delivery, receipt confirmations and respen§aur Secure Messaging solution includes a
range of client applications, including Alert, Ch@bntent and Contacts, to meet the specific neEdespitals and other enterprise environments.

Our Vocera Alert application is a smartphone clegplication that works in conjunction with our reaging platform to ensure timely, reliable
and encrypted delivery (as recommended by appddbPAA regulations) and acknowledgment of criticessages, including pages, lab test
results and other alerts. Users can send messatgessmartphones of other users or groups fromaatphone, web console or automatically
through integration with third-party clinical systs, like nurse call and patient monitoring systeRecipients can reply with multiple choice
answers or custom responses, and a reportingrémidst and stores all of the transactions for auglipurposes. Our Alert application replaces
unreliable pagers that have been used in hosfitattecades with reliable closed loop message &sliv
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Care Transition Solution

Our Care Transition solution is a hosted voice temxtibased software application that captures, gesiand monitors patient information when
responsibility for the patient is transferred oaflded-off” from one caregiver to another. Our glatf, which includes modules for patient
transfers, shift changes, patient discharge intne and patient and family information exchangdlews hospitals to effectively standardize and
monitor patient hand-offs. The solution streamlipagent hand-offs in a secure, manageable, weblethananner that enables caregivers to
capture and transfer important information abotiepés in either written or voice recorded formfatsn any phone or PC.

Our secure web interface provides real-time moimigpof hand-off quality, compliance and throughptiaregivers can access the application
through a variety of end-points, including compstasmartphones and other wireless devices. Thé@oklerts the receiving unit of the patient’s
anticipated arrival, along with care instructioaeft by the previous caregiver. This eliminates ghtag and paperwork and reduces
miscommunication that can cause delays and emgratient transfers. We have also introduced &pitiischarge solution, Good to Go, that
helps manage the discharge process and providestsatetter information in order to help prevemhecessary readmissions.

Our Care Transition solution can be deployed thhogither a hosted software-as-a-service model arszsver-on-site model.

Services

Our customer-centric strategy is supported by ewrises and support capabilities, which help cust@optimize their Vocera experience. Our
services organization consists of the following:

» ExperiaHealth. ExperiaHealth is focused on improving patient eiqrere. ExperiaHealth works with hospitals and otrealthcare
organizations to improve clinical and operatioradfprmance that results in improved efficiency, kvfbow and enhanced patient experience.
Services offered by ExperiaHealth include: consegltivith customers to improve organizational aligntreeound patient experience strategy
and priorities, developing process improvementlanncrease patient and caregiver satisfactimvyiging training modules on topics such
as physician leadership coaching, developing @irservice line experience mapping, and leadingpaéxperience improvement and ser
recovery training.

» Professional services. Our professional services are key to helping custerauccessfully deploy, manage, update and/omexbeeir
Vocera systems in order to gain the full benefitewr solutions. As of December 31, 2012, our Bsienal services team consisted of 42
professionals with expertise in wireless commuinecgiclinical workflow, end-user training, speedesice and project management, about
half of whom are nurses who understand and candwaome the challenges of clinical communicatéznes. We offer a full suite of
services, including clinical workflow design, wiesk assessment, solution configuration, trainingpeoject management, enabling custor
to integrate our solutions and improve workflowi@éfncy and staff productivity. We also providesseoom and distance learning curricula
for systems administrators, information technolpgyfessionals and clinical educators.

» Technical support We provide 24x7 technical support to our custontiesugh our support centers in San Jose, Califpiiraeonto,
Canada; Knoxville, Tennessee and Reading, Unitedddm. As of December 31, 2012, our technical sttgpam consisted of 38 technical
support professionals with expertise in wirelesiepghony, integration, servers and client devi€es.team utilizes remote diagnostic tools to
proactively assess the performance of customeemgstEach support center includes bilingual Frérglish engineers. We assign technical
account management resources to our largest asctauhélp them expand the use of our solutiondacititate adoption of new functionalit
Additional services, including an annual Remotet&ysHealth Assessment and biweekly technical welgdacation, are offered as project-
based consulting or through our membership colktiba.

Sales and marketing
Sales

We use a direct sales model to call on hospitalshealthcare systems in the United States, theetdiitngdom, Australia and New Zealand. A
December 31, 2012, we had 90 sales employees.alégeteam is organized to allow us to better seawecustomers and to support the different
elements of our sales strategy. Certain membedirsedfales team focus on the development of newomgstrelationships with large integrated
health systems and government healthcare facilibes compensation is structured to incentivize maesount development, including a bonus
commission paid for new customers. We supplemensales organization by utilizing a U.S. governrreumihorized reseller to facilitate our sales
to Veterans Administration and Department of Dedeimsalthcare facilities. Sales team members atagsfon new customer development with
smaller systems and individual hospitals. The d&las further includes account managers who foouseovice and additional sales to existing
customers. We enhance our sales efforts by indjidiour sales staff individuals with nursing baakgnds to address clinical uses with, and
provide utilization advice to, customers and paogmustomers. We have also
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staffed our sales team with system engineers wtssfon the technical elements of system optimimaparticularly wireless, and overall product
configuration.

We strive to hire sales people with at least 10ye&experience selling enterprise solutions ialtheare and who have experience selling in
competitive and complex environments with multigézision makers. In markets outside the UnitedeStatur sales efforts are supplemented
select group of resellers and distributors.

In addition, as of December 31, 2012, we had 23@yeps responsible for sales and services support.

Marketing

Our marketing efforts focus on product managendarpand generation, sales support and brand manageie believe continuing to increase
our brand recognition is important for the growftoar business. As of December 31, 2012, we haen23@oyees in marketing and business
development.

Our product roadmap and requirements are driveolly primary and secondary research that is caaitinualidated with current and prospect
customers. We collect customer feedback througiegsrand focus groups, customer visits, a custeahegsory board, user forums and
participation in industry standards organizatiddgr customer-centric marketing strategy is keyanagating new sales leads as word of mouth
advertising and testimonials are some of our maktable marketing tools. A number of our custonienge agreed to participate in video
testimonials, white papers and case studies thigiata the efficacy and the financial benefits of solutions. We have been featured in numerous
articles and on network television demonstratirggeased patient satisfaction, streamlined hospi@tations and enhanced employee safety.
Additionally, we sponsor numerous customer-led wats to demonstrate customer success and to gtqotive customers hear from their peer
group about the positive impact that our solutibage made on their hospitals. Many of our saledsleame from referrals of existing customers
or users who have moved from a hospital alreadygugbcera to a new facility or health system.

Demand generation is created through high toudhitees across multiple platforms including prinedia, phone, direct mail and e-mail
campaigns and participation in tradeshows and otlgeistry sponsored events. We use a variety eSdabls with prospective customers
including collateral, ROI calculators and produictens and presentations.

We received the exclusive endorsement of AHA Sohgj a subsidiary of the American Hospital Asse@amtfor our Voice Communication and
Care Transition solutions. As part of this endorsetnwe are able to participate in customer evgmssored by AHA Solutions. Further, we
believe hospital customers view this endorsemeat\adidation of the quality of our solutions.

Customers

Our customers include 875 hospitals and other Inegde facilities, of which over 100 are outsidehef United States. In addition, we have
deployed our Voice Communication solution in ove0 Zustomers in other vertical markets. Our heatthcustomer base spans hospital
networks, research and academic centers, smathaddim-sized local hospitals and international italp Our customers include Alberta Health
Systems, Banner Health System, University of Califds Davis Medical Center, EI Camino Hospital,rii«&hore University Health System,
OhioHealth and Texas Health Resources. Our divarstomer base has very low customer revenue caatient During 2012, our largest end
customer represented only 2.7% of revenue.

Currently, we sell into English speaking marketduding the United States, Canada, the United KangdAustralia and New Zealand. During
2012 and 2011, non-U.S. markets represented appatedy 10.7% and 7.3% of our revenue, respectivelpddition to our recent introduction of
a localized French language version of our Voicen®winication solution, we are developing plans ferobur solutions in a wider range of
international markets including other non-Englipkeaking countries.

Competition

We do not believe any single competitor offersraalligent voice communication system to the health market that allows instant, hands-free
communication through voice-activated, role-basedl activity-based calling using a combination aflidated, proprietary devices as well as
accommodating the use of third-party smartphondso#imer devices.

At this time, the primary alternative to our systeomsists of traditional communication methodsazitij wired phones, Wi-Fi in-building phones,
pagers and overhead intercoms. The most signifadéernatives to the traditional communication sgstith which we compete for sales in the
hospital are irbuilding wireless telephones. While we compete hth providers of these wireless phones in makahgssto hospitals, they do r
at this time purport to contain the system inteltige and convenience of our Voice Communicatioatissl. The market for in-building wireless
phones is dominated by large communications conegasich as Cisco Systems, Ascom and Spectralink.
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We believe that the primary competitive factorsvatk in our market include:

« comprehensiveness of the solution and the feapumsdec
e product performance and reliabi

» the initial cost and ongoing cost of owner:

e customer service and support capabil

We may face increased competition in the futurelpiting competition from large, multinational compes with significant resources. Potential
competitors may have existing relationships withchasers of other products and services withirhtigpital, which may enhance their ability to
gain a foothold in our market.

Research and development

Our continued investment in research and developienitical to our business. We have assemblach$eof engineers with expertise in various
fields, including software, firmware, database desapplications, speech recognition, wireless camication and hardware design. We have
research and development personnel in San Jostgr@ial Knoxville, Tennessee and Toronto, Canddeere were 59 full-time research and
development employees as of December 31, 2012 .I8Waitilize small teams of contractors in India dmel Ukraine to assist with quality
assurance testing and automation, and targetediogevent efforts. Our research and development ediperes were $11.6 million , $9.3 million
and $6.7 million in 2012, 2011 and 2010, respebtive

Intellectual property

Our success depends, in part, upon our abilitydtept our core technology and intellectual propefb accomplish this, we rely on a
combination of intellectual property rights, incing patents, trade secrets, copyrights and tradesnas well as customary contractual protect

We have been granted 16 U.S. patents, includirgngabn many capabilities of our software platfamai communication badge. The expiration
dates of these patents range from 2018 through. Z@8 or more utility patents have also been isguddistralia, Canada, India, Japan and the
European Patent Office (with validation in Germafrance, the United Kingdom and the Netherland€Eufopean Community design patent has
been issued that protects the design in multipl®ian jurisdictions. We have five patent applaaipending in the United States, and one or
more utility patent applications are pending in &nand at the European Patent Office. Our primegigtered trademark in the United States is
Vocera®.

In addition to the foregoing protections, we getigr@ontrol access to and use of our proprietafingare and other confidential information
through the use of internal and external contialduding contractual protections with employeamtecactors, customers and partners. Our
software is also protected by U.S. and internatioopyright laws.

Our solutions include software developed and owneds as well as software components we have Bcehese non-exclusive licenses are
terminable by the licensor for cause. Certain efthlicenses are for a contractually specified tmthcannot be renewed without the assent of the
licensor. In the event one or more of these liceséerminated or is not renewed, we could beireduo redesign substantial portions of our
software in order to incorporate software composiéaim alternative sources. An unplanned redesigmunsoftware could materially and
adversely affect our business.

Manufacturing operations and suppliers

We outsource the manufacturing of our device prtstgcoriginal design manufacturers and a contrentufacturer, SMTC. Our communication
badge is currently built in Mexico using customlsoand test equipment owned by us. Initial volumiesew products may be manufactured by
our contract manufacturer in U.S. facilities. Mosbur accessories, including batteries, chargetsastachments, are built by original design
manufacturers in Asia.

These manufacturers are responsible for procutinigeacomponents included in our products as $igecand approved by us. Some of these
components are sole-sourced off-the-shelf and someustom components built exclusively for ourdpiets. In the event we are unable to
procure certain components, we could be requireddesign some of our products in order to incamtechnology from alternative sources. An
unplanned redesign of our products could mater&dly adversely affect our business.

We require our suppliers to perform both incoming autgoing product inspections. In addition, wefgren in-house quality control and ongoing
reliability testing.
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Employees

As of December 31, 2012, we had 343 employeesjstorgsof 24 in manufacturing and quality operatiph9 in research and development, it86
sales and marketing, 80 in services and 44 in géaad administrative. None of our employees axe@d by a collective bargaining agreement
or are represented by a labor union. We consideectuemployee relations to be good.

Government regulations and standards

Substantially all of our revenue is derived frora trealthcare industry. The healthcare industrygkiy regulated and is subject to changing
political, legislative, regulatory and other infhmes. These factors affect the purchasing practicédoperations of healthcare organizations, as
well as the behavior and attitudes of our usersltHeare reform has been recently enacted at ttedklevel. We expect federal and state
legislatures and agencies to continue to consiagrams to reform or revise aspects of the U.Sthese system. These programs may contain
proposals to increase governmental involvemeneaithcare or otherwise change the environment ighwimealthcare industry participants
operate.

HIPAA privacy and security standards

In connection with our healthcare communicationsitess, we handle and have access to persondi hdatlmation on behalf of our customers.
Accordingly, in the United States, we are subjedttPAA and its implementing regulations, whichaddished uniform standards for certain
“covered entities” (healthcare providers engageeléatronic transactions, health plans and heakhdaaringhouses) governing the conduct of
certain electronic healthcare transactions anceptiolg the security and privacy of protected heaitbrmation. The American Recovery and
Reinvestment Act of 2009 included sweeping expansfdHIPAA’s privacy and security standards asaet#d in the HITECH Act. Among other
things, the new law makes certain HIPAA privacy ardurity standards directly applicable to “businessociates”—independent contractors or
agents of covered entities that receive or obtedtepted health information in connection with pding a service on behalf of a covered entity.
HITECH also increased the civil and criminal peiealthat may be imposed against covered entitieshbss associates and possibly other
persons, and gave state attorneys general newraytiadfile civil actions for damages or injunatis in federal courts to enforce the federal
HIPAA laws and seek attorney’s fees and costs &sokwith pursuing federal civil actions. Mostafr customers are covered entities under
HIPAA and, to the extent that we handle personalthenformation on their behalf, we are their “less associates” and are subject to HIPAA
and associated contractual obligations, as welbagparable state privacy and security laws.

In addition, we are subject to privacy and secugtulations in other jurisdictions. For examphes EU adopted the DPD imposing strict
regulations and establishing a series of requirésmegarding the storage of personally identifiabfermation on computers or recorded on other
electronic media. This has been implemented bigdlmember states through national laws. DPD previdespecific regulations requiring all
non-EU countries doing business with EU membeestat provide adequate data privacy protection wheeiving personal data from any of the
EU member states. Similarly, Canasl&ersonal Information and Protection of Electr@dacuments Act provides Canadian residents withegsi
protections in regard to transactions with busieessd organizations in the private sector andosgtground rules for how private sector
organizations may collect, use and disclose petsoftamation in the course of commercial activitie

These statutes, regulations and contractual oligatmpose numerous requirements regarding thanelisclosure of personal health
information with which we must comply, and subjestto material liability and other adverse impdotsur business in the event we fail to do so.
These include, without limitation, civil fines, orinal sanctions in certain circumstances, conteddiability to our customer, and damage to our
brand and reputation. We endeavor to mitigate thisks through measures we believe to be apprepitatthe specific circumstances, including
storing personal data under our control on passwootected systems in secure facilities, counselinmgcustomers as to best practices in usin
solutions, and encrypting such information.

Medical device regulatiot

The FDA regulates certain products, including safevbased products, as “medical devices” basqhrin on the intended use of the product and
the risk the device poses to the patient shouldléwice fail to perform properly. Although we has@ncluded that our products are general-
purpose communication devices not subject to FOAlagion, either the FDA could disagree with oundasion or changes in our product or

the FDA's evolving regulations could lead to theomsition of medical device regulation on our praguin this event, we would be subject

to extensive regulatory requirements, includingegkpense of compliance with Medical Device Repgrind Quality System regulation and the
potential of liability for failure to comply, andencould be required to obtain 510(k) clearanceremparket approval of our products from the F
prior to commercial distribution. Further, we wolld subject to the 2.3% excise tax that becamecayx to medical devices beginning January
2013.
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Electrical standards and FCC regulatior

Our products emit radio frequency energy in the@Hk spectrum band for which licensing by U.S. atiter regulatory authorities is not
required, provided that the products conform taaierequirements, e.g., maximum power output atetance of interference from other devices
sharing that spectrum band. We subject our prodadtssting by independent testing laboratoriec@mnpliance with the relevant standards is:
by various U.S. and international bodies, includimg European Union (with respect to the “CE” matkg International Electrotechnical
Commission, the Australian Communications and Médithority, Underwriters Laboratories and CSA |Imigtional.

Information about segment and geographic revenue

Information about segment and geographic revensetiforth in Note 12 of the Notes to Consoliddtathncial Statements under Item 8 of this
Annual Report on Form 10-K. In addition, finandiaflormation regarding our operations, assets atliiies, including our total net revenue and
net income (loss) for the years ended Decembe2@Il), 2011 and 2012 and our total assets as offilre31, 2011 and 2012, is included in our
Consolidated Financial Statements under Iltem 8isfAnnual Report on Form 10-K.

Available information

We make available our Annual Reports on Form 1@#arterly Reports on Form 10-Q, Current Reportsam 8-K and amendments to those
reports filed or furnished pursuant to Section 18¢aSection 15(d) of the Securities Exchange Ad9384, as amended, free of charge on our
website atvww.vocera.comas soon as reasonably practicable after theglactronically filed with or furnished to the Seities and Exchange
Commission, or SEC. Additionally, copies of matisriled by us with the SEC may be accessed ab#@€'s Public Reference Room at 100 F
Street, N.E., Washington, D.C. 20549 owatw.sec.govkor information about the SEC's Public ReferencerRaontact 1-800-SEC-0330.

Iltem 1A. Risk Factors

Investing in our common stock involves a high de@ferisk. You should carefully consider the rigkd uncertainties described below, toget
with all of the other information set forth in tlAsinual Report on Form 10-K. Our business, finahotadition, results of operations or future
prospects could be materially and adversely harihady of the following risks, or other risks oraertainties that are not yet identified or that
currently believe are immaterial, actually occuheTtrading price of our common stock could dectine to any of these risks or uncertainties,
and, as a result, you may lose all or part of ymwestment.

Risks related to our business and industry

Although we reported net income for the year end@ecember 31, 2012, we have incurred significantdes in the past. If we cannot mainta
profitability, our business will be harmed and ostock price could decline

We have incurred significant losses in the pastraayg incur losses in the future as we continuerdavgour business. As of December 31, 2012,
we had an accumulated deficit of $54.0 million . @¥pect our expenses to increase due to the hofindditional personnel and the additional
operational and reporting costs associated withgoaipublic company. We reported net income for ggded December 31, 2012. However, if
we cannot maintain profitability, our business Wil harmed and our stock price could decline.

Our ability to be profitable in the future depeng®n continued demand for our communication sahstiwom existing and new customers.
Further market adoption of our solutions, includingreased penetration within our existing cust@néepends upon our ability to improve
patient safety and satisfaction and increase hadgfficiency and productivity. In addition, ourgfitability will be affected by, among other
things, our ability to execute on our businessegg the timing and size of orders, the pricing aasts of our solutions, and the extent to which
we invest in sales and marketing, research andaj@vwent and general and administrative resources.

We depend on sales of our Voice Communication solutin the healthcare market for substantially atif our revenue, and any decrease in its
sales would harm our busines

To date, substantially all of our revenue has lEgived from sales of our Voice Communication sotluto the healthcare market and, in
particular, hospitals. Any decrease in revenue fsaitas of our Voice Communication solution wouldnh@ur business. For 2012 and 2011, sales
of our Voice Communication solution to the healtlecanarket accounted for 92% and 91% of our reveraspectively. In addition, we obtained a
significant portion of these sales from existingital customers. We
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anticipate that sales of our Voice Communicatidatsan will represent a significant portion of owavenue for the foreseeable future. While we
are evaluating new solutions for nbealthcare markets, we may not be successful ilyiagpur technology to these markets. In any evertdc
not anticipate that sales of our Voice Communigasiolution in non-healthcare markets will represesignificant portion of our revenue for the
foreseeable future.

Our success depends in part upon the deploymentrofoice Communication solution by new hospitadtomers, the expansion and upgrade of
our solution at existing customers, and our abibitgontinue to provide on a timely basis cost-@fie solutions that meet the requirements of our
hospital customers. Our Voice Communication sotutiequires a substantial upfront investment byaruasts. Typically, our hospital customers
initially deploy our solution for specific usersspecific departments before expanding our solutitmother departments or for other users. The
cost of the initial deployment depends on the nunobe@sers and departments involved, the size geiathe hospital and the condition of the
existing wireless infrastructure, if any, withirethospital.

Even if hospital personnel determine that our V@oenmunication solution provides compelling bersediver their existing communications
methods, their hospitals may not have, or may eavitling to spend, the resources necessary tallrestd maintain wireless infrastructure to
initially deploy and support our solution or expand solution to other departments or users. Halspére currently facing significant budget
constraints, ever increasing demands from a growingber of patients and impediments to obtaininglvarsements for their services. In
addition, hospitals funded by the U.S. governmeatexperiencing budgeting issues due to the ongefiiegts of and uncertainty around the U.S.
government sequestration and debt ceiling issuebas a consequence, we may continue to expergesiosvdown and deferral of orders for our
Voice Communication solution that could negativielpact our sales. We believe hospitals are cugratitbcating funds for capital and
infrastructure improvements to benefit from recgpthacted electronic medical records incentiveschvimay impact their ability to purchase and
deploy our solution. We might not be able to sustaiincrease our revenue from sales of our Voism@unication solution, or achieve the
growth rates that we envision, if hospitals contiol face significant budgetary constraints andicedheir spending on communications systems.

Our sales cycle can be lengthy and unpredictabléjelk may cause our revenue and operating resultdlt@tuate significantly.

Our sales cycles can be lengthy and unpredictghlesales efforts involve educating our custombmiaithe use and benefits of our solutions,
including the technical capabilities of our solatcand the potential cost savings and productgains achievable by deploying them. Customers
typically undertake a significant evaluation prageshich frequently involves not only our solutidng also their existing communications
methods and those of our competitors, and cantresallengthy sales cycle of nine to twelve morghsore. We spend substantial time, effort
and money in our sales efforts without any asswaimat our efforts will produce any sales. In d@dditpurchases of our solutions are frequently
subject to budget constraints, multiple approveatsl unplanned administrative, processing and atblarys. As a result, our revenue and operating
results may vary significantly from quarter to qear

If we fail to increase market awareness of our bichand solutions, and expand our sales and marketoggrations, our business could |
harmed.

We intend to continue to add personnel and reseuncgales and marketing as we focus on expandmageness of our brand and solutions and
capitalize on sales opportunities with new andtedscustomers. Our efforts to improve sales ofsmlations will result in an increase in our s:
and marketing expense and general and adminigrexipense, and these efforts may not be succeSsfuke newly hired sales and marketing
personnel may subsequently be determined to beduagtive and have to be replaced, resulting inatmaral and sales delays and incremental
costs. If we are unable to significantly incredseawareness of our brand and solutions or effelgtimanage the costs associated with these
efforts, our business, financial condition and agieg results could be harmed.

If we fail to offer high-quality services and support for any of our solaitis, our ability to sell those solutions will be tmaed.

Our ability to sell our Voice Communication, Secessaging or Care Transitions solutions is depetngigon our professional services and
technical support teams providing high-quality sgss and support. Our professional services teaista®ur customers with their wireless
infrastructure assessment, clinical workflow desiggmmunication solution configuration, trainingdgeroject management during the pre-
deployment and deployment stages. Once our sofutiomdeployed within a customer’s facility, thetomer typically depends on our technical
support team to help resolve technical issuesstassoptimizing the use of our solutions and figaié adoption of new functionality. If we do not
effectively assist our customers in deploying alusions, succeed in helping our customers quickolve technical and other post-
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deployment issues, or provide effective ongoingosuipservices, our ability to expand the use ofsmlutions with existing customers and to sell
our solutions to new customers will be harmed effldyment of our solutions is unsatisfactory, aseen the case with certain third-party
deployments in the past, we may incur significargts to attain and sustain customer satisfactisrwé rapidly hire new services and support
personnel, we may inadvertently hire underperfoghmaople who will have to be replaced, or fail fieetively train such employees, leading in
some instances to slower growth, additional castispeor customer relations. In addition, the falof channel partners to provide high-quality
services and support in markets outside the Urgitates could also harm sales of our solutions.

We depend on a number of sole source and limitedrse suppliers, and if we are unable to source @amponents from them, our business
and operating results could be harmed.

We depend on sole and limited source suppliersdeeral hardware components of our Voice Commupitablution, including our batteries ¢
integrated circuits. We purchase inventory gengtthliough individual purchase orders. Any of thegppliers could cease production of our
components, experience capacity constraints, nahtdrortages, work stoppages, financial difficsltieost increases or other reductions or
disruptions in output, cease operations or be aedudy, or enter into exclusive arrangements veitbtompetitor. These suppliers typically rely on
purchase orders rather than long-term contracts tivétir suppliers, and as a result, even if avilahe supplier may not be able to secure
sufficient materials at reasonable prices or ofptable quality to build our components in a timalgnner. Any of these circumstances could
cause interruptions or delays in the delivery afsmlutions to our customers, and this may forcewseek components from alternative sources,
which may not have the required specificationgeavailable in time to meet demand or on commigraigasonable terms, if at all. Any of these
circumstances may also force us to redesign outisok if a component becomes unavailable in c@@rcorporate a component from an
alternative source.

Our solutions incorporate multiple software compue@btained from licensors on a non-exclusiveshasich as voice recognition software,
software supporting the runtime execution of odtvgare platform, and database and reporting so#w@ur license agreements can be termir
for cause. In many cases, these license agreespetsy a limited term and are only renewable béyttwat term with the consent of the licensor.
If a licensor terminates a license agreement foseaobjects to its renewal or conditions renewahodified terms and conditions, we may be
unable to obtain licenses for equivalent softwamagonents on reasonable terms and conditions,dimguicensing fees, warranties or protection
from infringement claims. Some licensors may disicare licensing their software to us or supporthaf software version used in our solutions. In
such circumstances, we may need to redesign outicdtd at substantial cost to incorporate alteveagbftware components or be subject to hi
royalty costs. Any of these circumstances coulceesly affect the cost and availability of our sioos.

Third-party licensors generally require us to immoate specific license terms and conditions inagreements with our customers. If we are
alleged to have failed to incorporate these licees®s and conditions, we may be subject to claiythese licensors, incur significant legal costs
defending ourselves against such claims and, i slaims are successful, be subject to terminaifditenses, monetary damages, or an
injunction against the continued distribution oear more of our solutions.

Because we depend upon a contract manufacturer, operations could be harmed and we could lose sélese encounter problems with th
manufacturer.

We do not have internal manufacturing capabiliéied rely upon a contract manufacturer, SMTC Coupmrato produce the primary hardware
component of our Voice Communication solution. Vdeénentered into a manufacturing agreement with Gkt is terminable by either party
with advance notice and that may also be terminfated material uncured breach. We also rely ogiwal design manufacturers, or ODMs, to
produce accessories, including batteries, chasgatattachments. If SMTC or an ODM is unable orillimg to continue manufacturing
components of our solutions in the volumes thateggiire, fails to meet our quality specificatiomssignificantly increases its prices, we may not
be able to deliver our solutions to our customath the quantities, quality and performance thaytexpect in a timely manner. As a result, we
could lose sales and our operating results coultbbeed.

SMTC or ODMs may experience problems that couldaiatphe quantity and quality of components of ooicé Communication solution,
including disruptions in their manufacturing opéras due to equipment breakdowns, labor strikeshortages, component or material shortages
and cost increases. SMTC and these ODMs geneedylyn purchase orders rather than long-term cotstraith their suppliers, and as a result,
may not be able to secure sufficient componentgtaer materials at reasonable prices or of acckptalality to build components of our soluti

in a timely manner. The majority of the componefteur Voice Communication solution are manufaadureAsia or Mexico and adverse
changes in political or economic circumstance$asé locations could also disrupt our supply aralityuof components of our solutions. In
October
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2011, we introduced the B3000 badge. Initial praoidmoof this product commenced with SMTC in the tgdiStates, and new production fully
transitioned to Mexico in May 2012. Companies omo@aly encounter unexpected difficulties in rangip production of new products, and we
may experience such difficulties with future getierss of our products. SMTC and our ODMs also maatufre products for other companies.
Generally, our orders represent a relatively spitentage of the overall orders received by SMiA€these ODMs from their customers;
therefore, fulfilling our orders may not be a pitpin the event SMTC or an ODM is constrainedtgability to fulfill all of its customer
obligations. In addition, if SMTC or an ODM is uretor unwilling to continue manufacturing comporgeat our solutions, we may have to
identify one or more alternative manufacturers. pracess of identifying and qualifying a new cootnaanufacturer or ODM can be time
consuming, and we may not be able to substitutaldeialternative manufacturers in a timely maroreat an acceptable cost. Additionally,
transitioning to a new manufacturer may cause uscir additional costs and delays if the new maauirer has difficulty manufacturing
components of our solutions to our specificationguality standards.

If we fail to forecast our manufacturing requiremes accurately, or fail to properly manage our inviemy with our contract manufacturer, w
could incur additional costs and experience manufadng delays, which can adversely affect our opgng results.

We place orders with our contract manufacturer, 8Mdnd we and SMTC place orders with suppliersdaseforecasts of customer demand.
Because of our international low cost sourcingtsgg, our lead times are long and cause substgntialre risk to forecasting accuracy than
would result were lead times shorter. Our forecastsased on multiple assumptions, each of whihintroduce errors into our estimates
affecting our ability to meet our customers' densafod our solutions. We also may face additionatééasting challenges due to product
transitions in the components of our solutiongpavur suppliers discontinuing production of matkriand subcomponents required for our
solutions. If demand for our solutions increasgsificantly, we may not be able to meet demand timely basis, and we may need to expend a
significant amount of time working with our custarméo allocate limited supply and maintain positustomer relations, or we may incur
additional costs in order to source additional mat®and subcomponents to produce componentsrafadutions or to expedite the manufacture
and delivery of additional inventory. If we undeneste customer demand, our contract manufactuegrimve inadequate materials and
subcomponents on hand to produce components afodutions, which could result in manufacturing mtgtions, shipment delays, deferral or
loss of revenue, and damage to our customer re#dtips. Conversely, if we overestimate customerateinwe and SMTC may purchase more
inventory than required for actual customer ordegsulting in excess or obsolete inventory, theliabyeasing our costs and harming our operi
results.

If hospitals do not have and are not willing to itedl, upgrade and maintain the wireless infrastruate required to effectively operate our Voi
Communication solution, then they may experiencehaical problems or not purchase our solution at.al

The effectiveness of our Voice Communication solutiiepends upon the quality and compatibility ef tbmmunications environment that our
healthcare customers maintain. Our solutions requoice-grade wireless, or Wi-Fi, installed throlgige enterprise environments, which can
vary from hospital to hospital and from departmendepartment within a hospital. Many hospitalsehawot installed a voice-grade wireless
infrastructure. If potential customers do not haweireless network that can properly and fully ioperate with our Voice Communication
solution, then such a network must be installe@groexisting Wi-Fi network must be upgraded or rfiedj for example, by adding access points
in stairwells, for our Voice Communication solutitsmbe fully functional. The additional cost of taking or upgrading a Wi-Fi network may
dissuade potential customers from installing olutgan. Furthermore, if changes to a customer'ssygay or information technology environment
cause integration issues or degrade the effectbgenfeour solution, or if the customer fails to tgate or maintain its environment as may be
required for software releases or updates or tarermur solution's effectiveness, the customer nayoe able to fully utilize our solution or may
experience technical problems, or these changesmmact the performance of other wireless equiprbeirig used. If such circumstances arise,
prospective customers may not purchase or existisgpmers may not expand their use of or deployadegl versions of our Voice
Communication solution, thereby harming our bussreasd operating results.

If we fail to achieve and maintain certification focertain U.S. federal standards, our sales to UgBvernment customers will suffe

We believe that a significant opportunity existsédl our products to healthcare facilities in Yfeterans Administration and Department of
Defense, or DoD. These customers require indepemreetification of compliance with particular regeinents relating to encryption, security,
interoperability and scalability. These requirensentlude compliance with Federal Information Pesieg Standard, or FIPS, 140-2 and, as to
DoD facilities, certification by the Joint Interapéility and Test Command of DoD and under the Dwidrmation Assurance Certification and
Accreditation Process. We have received certificatinder certain of these standards for a milisggeific configuration of the Vocera
communication solution
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incorporating the B2000 badge. We are carryingagtivities intended to achieve additional certifioas, including certifications applicable to the
B3000 badge and future products as well. A faibmeour part to comply in a timely manner with thesguirements, or to maintain certification,
both as to current products and as to new prodersians, could adversely impact our revenue.

Our Mobility Business Unit may not be successfulgelling our communications solutions in non-healthre markets.

Our primary focus has been on selling our commuiuioa solutions to the healthcare market, with otharkets addressed only opportunistica
We have very recently created our Mobility Busingsst for sales efforts to customers outside thaitheare market, and it will initially focus on
customers in selected industries. We may not beessful in further penetrating the non-healthcaaekets upon which we are initially focusing,
or other new markets. Our Voice Communication $otuhas been deployed in over 200 customers inhaafthcare markets, including
hospitality, retail and libraries. Total revenuenfr non-healthcare customers accounted for 3% ofem@nue in both 2012 and 2011, respectively.
If we cannot maintain these customers by providimgimunications solutions that meet their requires)ehwe cannot successfully expand our
communications solutions in non-healthcare marketd,our solutions are adopted more slowly thanamticipate, we may not obtain significant
revenue from these markets. We may experienceettggds as we expand in non-healthcare marketsdinglyricing pressure on our solutions
and technical issues as we adapt our solutionthéorequirements of new markets. Our communicaohgions also may not contain the
functionality required by these non-healthcare retarlor may not sufficiently differentiate us frowngpeting solutions such that customers can
justify deploying our solution:

If we fail to successfully develop and introducewaolutions and features to existing solutions, a@venue, operating results and reputati
could suffer.

Our success depends, in part, upon our abilityeteelbp and introduce new solutions and featurexisting solutions that meet existing and new
customer requirements. We may not be able to dp\aid introduce new solutions or features on alyifasis or in response to customers’
changing requirements, or that sufficiently diffeiiate us from competing solutions such that custsman justify deploying our solutions. We
may experience technical problems and additionstiscas we introduce new features to our softwatgoim, deploy future models of our wirel
badges and integrate new solutions with existirgjaruer clinical systems and workflows. In additioase, may face technical difficulties as we
expand into non-English speaking countries andrppmate non-English speech recognition capabilities our Voice Communication solution.
Our recently introduced B3000 badge has reducechddrfor our existing B2000 badges, and we musefher successfully manage the transi
from existing badges, avoid excessive inventorglleand ensure that sufficient supplies of new badgn be delivered to meet customer den
We also may incur substantial costs or delaysemthnufacture of the B3000 badge and any additimaalproducts or models as we seek to
optimize production methods and processes at mitraat manufacturer. In addition, we expect thatwileat least initially achieve lower gross
margins on new models, while endeavoring to redoaeufacturing costs over time. If any of these f@ails were to arise, our revenue, operating
results and reputation could suffer.

If we do not achieve the anticipated strategic ordncial benefits from our acquisitions or if we cenot successfully integrate them, ol
business and operating results could be harmed.

We have acquired, and in the future may acquineptementary businesses, technologies or assetw¢hatlieve to be strategic, such as our four
acquisitions completed in 2010. We may not achtbeeanticipated strategic or financial benefitshersuccessful in integrating any acquired
businesses, technologies or assets. If we canfeatigtly integrate our Voice Communication solatwith our Secure Messaging and Care
Transition solutions and successfully market adidisese solutions, we may not achieve market aaree for, or significant revenue from, these
new solutions.

Integrating newly acquired businesses, technolagielsassets could strain our resources, could fiensive and time consuming, and might not
be successful. Our 2010 acquisitions exposed usvendlill be further exposed, if we acquire or inviesadditional businesses, technologies or
assets, to a number of risks, including that we:may

» experience technical issues as we integrate achjbirginesses, technologies or assets into ouirgkistmmunications solutior

» encounter difficulties leveraging our existirgdes and marketing organizations, and direct sdlaanels, to increase our revenue from
acquired businesses, technologies or assets;

« find that the acquisition does not further ousiness strategy, we overpaid for the acquisitioth® economic conditions underlying our
acquisition decision have changed;

» have difficulty retaining the key personnel of aicgd businesse
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» suffer disruption to our ongoing business aneédiion of our management's attention as a rektrimsition or integration issues and the
challenges of managing geographically or culturdiiyerse enterprises; and

» experience unforeseen and significant probleniisbilities associated with quality, technologyddegal contingencies relating to the
acquisition, such as intellectual property or erplent matters.

In addition, from time to time we may enter intagogations for acquisitions that are not ultimatebhsummated. These negotiations could result
in significant diversion of management time, aslaelsubstantial out-of-pocket costs. If we werprtaceed with one or more significant
acquisitions in which the consideration includedicave could be required to use a substantialggodf our available cash. To the extent we i
shares of capital stock or other rights to purcltagstal stock, including options and warrants,dtwmership of existing stockholders would be
diluted. In addition, acquisitions may result ie thcurrence of debt, contingent liabilities, lawgeéte-offs, or other unanticipated costs, evemts o
circumstances, any of which could harm our opegatasults.

If we are not able to manage our growth effectiveby if our business does not grow as we expect, @perating results will suffer

We have experienced significant revenue growthshat period of time. For example, our revenuedased from $41.1 million for year ended
December 31, 2009 to $101.0 million for the yeatezhDecember 31, 2012, and over this four-yeaogewe significantly expanded our
operations and more than doubled the number oémynloyees from 129 as of December 31, 2008 to 848 Becember 31, 2012. Our rapid
growth has placed, and will continue to place gaificant strain on our management systems, infretre and other resources. We plan to hire
additional direct sales and marketing personnelaeftitally and internationally, acquire complemeptausinesses, technologies or assets, and
increase our investment in research and develop®@emtfuture operating results depend to a largendon our ability to successfully implement
these plans and manage our anticipated expansiotio 0 successfully we must, among other things:

e manage our expenses in line with our operatingspdend current business environm

* maintain and enhance our operational, financialmadagement controls, reporting systems and proes
* integrate acquired businesses, technologies ofs:

* manage operations in multiple locations and tinmespan

« develop and deliver new solutions and enhancentemsisting solutions efficiently and reliak

We expect to incur costs associated with the imvests made to support our growth before the amtiegbbenefits or the returns are realized, if at
all. If we are unable to manage our growth effegjiywe may not be able to take advantage of mangeortunities or develop new solutions or
enhancements to existing solutions. We may al$adfaiatisfy customer requirements, maintain quaéikecute our business plan or respond to
competitive pressures, which could result in lovesenue and a decline in the share price of oumzomstock.

The implementation of our new enterprise resourdarnming system could disrupt our business and adsady affect our financial results.

In the fourth quarter of 2012, we began the impletai@on of our solution for a new enterprise reseyslanning application, or ERP. We expe:

go live with the new system in the second half@f2 We may experience difficulties in implementthg ERP, and we may fail to obtain the |
mitigation benefits that the implementation is daeed to produce. The implementation could alsoismigtive to our operations, including the
ability to timely ship and track product ordersotar customers, project inventory requirements, rgaraur supply chain and otherwise adequately
service our customers.

We generally recognize revenue from maintenance angport contracts over the contract term, and clgas in sales may not be immediately
reflected in our operating results.

We generally recognize revenue from our customente@ance and support contracts ratably over thea&ct term, which is typically 12 months,
in some cases subject to an early termination.rigtit 2012 and 2011, revenue from our maintenandesapport contracts accounted for 26.0%
and 27.0% of our revenue, respectively. A portibthe revenue we report in each quarter is derfxa@a the recognition of deferred revenue
relating to maintenance and support contracts edtieto during previous quarters. Consequenthedinke in new or renewed maintenance and
support by our customers in any one quarter maypaatnmediately reflected in our revenue for thadrger. Such a decline, however, will
negatively affect our revenue in future quarterscékdingly, the effect of significant downturnssales and market acceptance of our services an
potential changes in our rate of renewals may edulby reflected in our operating results untitifte periods.
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The failure of our equipment lease customers to pesyunder leasing agreements with them that we @b sell to third party lease finance
companies could harm our revenue and operating ritsu

We recently began offering our badges and relatedvware accessories to our customers through peaii-equipment lease agreements. For a
sale, we recognize product-related revenue ateéhpnesent value of the lease payment stream amogbtigations related to such sale have been
met. We plan to sell the bulk of these leasesuitiop the related accounts receivables, to thirtypease finance companies on a non-recourse
basis. We will have to retain unsold leases in-Bousich will expose us to the creditworthinesswth equipment lease customers over the lease
term. For the leases that we retairhouse, our ability to collect payments from a costoor to recognize revenue for the sale couldvipaired i

the customer fails to meet its obligations to ushsas in the case of its bankruptcy filing or detation in its financial position, or has other
creditworthiness issues, any of which could harmreuenue and operating results.

Our revenue and operating results have fluctuateshd are likely to continue to fluctuate, which magake our quarterly results difficult to
predict, cause us to miss analyst expectations eadse the price of our common stock to decli

Our operating results may be difficult to predaten in the near term, and are likely to fluctusge result of a variety of factors, many of which
are outside of our control. We have historicallyaifed substantially all of our revenue from thie s our Voice Communication solution, which
we anticipate will represent the most significaoitipn of our revenue for the foreseeable futusewa only began offering our Secure Messaging
and Care Transition solutions in the last two years

Comparisons of our revenue and operating results meriod-to-period basis may not be meaningful ¥loould not rely on our past results as an
indication of our future performance. Each of thkofwing factors, among others, could cause ouraipey results to fluctuate from quarter to
quarter:

» the financial health of our healthcare customedskardgetary constraints on their ability to upgrétdr communication

» changes in the regulatory environment affectinghealthcare customers, including impedimentied ability to obtain reimbursement for
their services;

« our ability to expand our sales and marketing dpmra

» the procurement and deployment cycles of our healéhcustomers and the length of our sales ¢

« variations in the amount of orders booked in argjigarter but not delivered until later quart

* our mix of solutions and pricing, including disct¢sibby us or our competito

» our ability to forecast demand and manage leadstimethe manufacture of our solutions;

* our ability to develop and introduce new solutiansl features to existing solutions that achieveketaacceptanc

Our success depends upon our ability to attracteigrate and retain key personnel, and our failure do so could harm our ability to grow our
business.

Our success depends, in part, on the continuingcsarof our senior management and other key peedpand our ability to continue to attract,
integrate and retain highly skilled personnel, ipatarly in engineering, sales and marketing. Catitipa for highly skilled personnel is intense,
particularly in the Silicon Valley where our headgers are located. If we fail to attract, integrand retain key personnel, our ability to grow our
business could be harmed.

The members of our senior management and othepdsespnnel are at-will employees, and may termitiez employment at any time without
notice. If they terminate their employment, we may be able to find qualified individuals to regabiem on a timely basis or at all and our se
management may need to divert their attention fotimer aspects of our business. Former employeesatsaypecome employees of a competitor.
We may also have to pay additional compensatia@ittact and retain key personnel. We also antieipatng additional engineering, marketing
and sales, and services personnel to grow our égsil®ften, significant amounts of time and ressiere required to train these personnel. We
may incur significant costs to attract, integratd eetain them, and we may lose them to a competitanother company before we realize the
benefit of our investments in them.

We primarily compete in the rapidly evolving andropetitive healthcare market, and if we fail to effievely respond to competitive pressures,
our business and operating results could be harmed.

We believe that at this time the primary compatitior our Voice Communication solution consistgraflitional methods using wired phones,

pagers and overhead intercoms. While we believeotinasystem is superior to these legacy methagtssaution requires a significant
infrastructure investment by a hospital and margpitals may not recognize the value of implementingsolution.
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Manufacturers and distributors of product categosiech as cellular phones, pagers, mobile radid$nabuilding wireless telephones attempt to
sell their products to hospitals as componentsiahverall communication system. Of these produtggiaies, in-building wireless telephones
represent the most significant competition forghke of our solution. The market for in-buildingr@ess phones is dominated by large horizontal
communications companies such as Cisco Systemsypfand Polycom, which sold its Spectralink wirelpssnes business to a Sun Capital
Partners’ affiliate in December 2012. In additiamjle smartphones and tablets are not at presegttdiompetitors, their proliferation may make
them a de facto standard for hospital workflowyétwy making our solution less attractive to custane

While we do not have a directly comparable comgethiat provides a richly featured voice commurngasystem for the healthcare market, we
could face such competition in the future. Potémiienpetitors in the healthcare or communicatiomask®ts include large, multinational

companies with significantly more resources to dafdi to product development and sales and markdtirese companies may have existing
relationships within the hospital, which may enkatieir ability to gain a foothold in our marketustomers may prefer to purchase a more highly
integrated or bundled solution from a single previdr an existing supplier rather than a new sepplegardless of performance or features.
Accordingly, if we falil to effectively respond t@mpetitive pressures, we could experience priciegsure, reduced profit margins, higher sales
and marketing expenses, lower revenue and thefosarket share, any of which would harm our bussneperating results or financial

condition.

Our international operations subject us, and maycieasingly subject us in the future, to operationfihancial, economic and political risks
abroad.

Although we derive a relatively small portion ofraevenue from customers outside the United Statedelieve that non-U.S. customers could
represent an increasing share of our revenue ifuthee. During 2012 and 2011, we obtained 10.7%&A8% of our revenue, respectively, from
customers outside of the United States, includiagada, the United Kingdom, Australia, the Republitreland and New Zealand. Accordingly,
we are subject to risks and challenges that we dwoot otherwise face if we conducted our busineksysin the United States, including:

» challenges incorporating non-English speechgeition capabilities into our solutions as we exparto nonkEnglish speaking jurisdictior

« difficulties integrating our solutions with wirekeifrastructures with which we do not have exparé

» difficulties integrating local dialing plans andpdigable PBX standarc

» challenges associated with delivering supportningi and documentation in several langue

« difficulties in staffing and managing personnel aesellers

« the need to comply with a wide variety of foreigws and regulations, including increasinglyrgjent data privacy regulations, requirements
for export controls for encryption technology, eoyshent laws, changes in tax laws and tax audigdwernment agencies;

» political and economic instability in, or foreigorlicts that involve or affect, the countries afr@ustomer:

« difficulties in collecting accounts receivable dadger accounts receivable payment cy:

e exposure to competitors who are more familiar Wwittal markets

« limited or unfavorable intellectual property prdiea in some countries; a

» currency exchange rate fluctuations, which coutdcfthe price of our solutions relative to locghypduced solution

Any of these factors could harm our existing ing&ional business, impair our ability to expand imigrnational markets or harm our operating
results.

Our Voice Communication solution is highly complend may contain undetected software or hardwareoesrthat could harm our reputation
and operating results.

Our Voice Communication solution incorporates caemkechnology, is deployed in a variety of comgiespital environments and must
interoperate with many different types of deviced hospital systems. While we test the compondnsiosolutions for defects and errors prio
release, we or our customers may not discoverectef error until after we have deployed our sofutintegrated it into the hospital environm
and our customer has commenced general use oblttes. For example, in 2005, a prior model of aireless badge, the B1000, was affected
by chipset compatibility issues with certain wisdeaccess points at customer facilities, resuitirmur exchanging a large percentage of deployed
badges for new badges. We did this exchange abstd@ our customers, thereby incurring substantats. In addition, our solutions in some
cases are integrated with hardware and softwaeseaffoy “middleware” vendors in order to interopenaith nurse call systems, device alarms
and other hospital systems. If we cannot succdgshtégrate our solution with these vendors agledeor if any hardware or software of these
vendors contains any defect or error, then ourtissiumay not perform as designed, or may exhili¢fect or error.
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Any defects or errors in, or which are attributedadur solutions, could result in:

» delayed market acceptance of our affected solu

* loss of revenue or delay in revenue recogni

» loss of customers or inability to attract new costes

» diversion of engineering or other resources foragyng the defect or err

» damage to our brand and reputat

* increased service and warranty costs

» legal actions by our customers and hospital patjéncluding product liability claim

If any of these occur, our operating results apaditation could be harmed.
We face potential liability related to the privaeynd security of personal information collected thugh our solutions.

In connection with our healthcare communicationsitess, we handle and have access to persondi hdatmation subject in the United States
to the Health Insurance Portability and Accountbi\ct of 1996, or HIPAA, the Health Informatiore€hnology for Economic and Clinical
Health Act of 2009, or HITECH, regulations issuentquant to these statutes, state privacy and $gtanis and regulations, and associated
contractual obligations as a “business associdthalthcare providers. These statutes, reguladodscontractual obligations impose numerous
requirements regarding the use and disclosurersbpal health information with which we must compur failure to accurately anticipate the
application or interpretation of these statutegulations and contractual obligations as we develapsolutions, a failure by us to comply with
their requirements (e.g., evolving encryption aacusity requirements) or an allegation that defectsur products have resulted in noncomplic
by our customers could create material civil andfoninal liability for us, resulting in adverselgicity and negatively affecting our business. In
addition, the use and disclosure of personal héafithmation is subject to regulation in other gdhictions in which we do business or expect to do
business in the future. Those jurisdictions magrafit to apply such laws extraterritorially or thgbureaties or other arrangements with U.S.
governmental entities. We might unintentionallylate such laws, such laws may be modified and aevs Imay be enacted in the future which
may increase the chance that we violate them. Anii sevelopments, or developments stemming froraterent or modification of other laws,
the failure by us to comply with their requiremeatgo accurately anticipate the application oeiiptetation of these laws could create material
liability to us, result in adverse publicity andgagively affect our business. For example, the geiam Union, or EU, adopted the Data Protection
Directive, or DPD, imposing strict regulations axiablishing a series of requirements regardingtibrage of personally identifiable information
on computers or recorded on other electronic mddia. has been implemented by all EU member sthtesigh national laws. DPD provides for
specific regulations requiring all non-EU countriEsng business with EU member states to providejadte data privacy protection when
receiving personal data from any of the EU memtaes. Similarly, Canada’s Personal Information Brmtection of Electronic Documents Act
provides Canadian residents with privacy protedtionregard to transactions with businesses araharations in the private sector and sets out
ground rules for how private sector organizatiorsy rmollect, use and disclose personal informatiothé course of commercial activities. A
finding that we have failed to comply with applitebaws and regulations regarding the collectie® and disclosure of personal information
could create liability for us, result in adverselicity and negatively affect our business.

Any legislation or regulation in the area of priyand security of personal information could afféset way we operate our services and could
harm our business. The costs of compliance witll ,the other burdens imposed by, these and othardanegulatory actions may prevent us f
selling our solutions or increase the costs asttiaith selling our solutions, and may affect ability to invest in or jointly develop solutions i
the United States and in foreign jurisdictions.tker, we cannot assure you that our privacy andrigg@olicies and practices will be found
sufficient to protect us from liability or adverpablicity relating to the privacy and security @rponal information.

Developments in the healthcare industry and govemgiregulations could negatively affect our busine

Substantially all of our revenue is derived fronstouners in the healthcare industry, in particliaspitals. The healthcare industry is highly
regulated and is subject to changing politicalidiedive, regulatory and other influences. Develepts generally affecting the healthcare industry,
including new regulations or new interpretationgxifting regulations, could adversely affect spegan information technology and capital
equipment by reducing funding, changes in healthpacing or delivery or creating impediments fotaining healthcare reimbursements, the
causing our sales to decline and negatively impgaiur business. For example, the profit marginsunfhospital customers are modest and
pending changes in reimbursement for healthcars coay reduce the overall solvency of our custoroersmuse further deterioration in their
financial or business condition.
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In March 2010, the United States enacted comprérehsalthcare reform legislation through the RFatierotection and Affordable Health Care

for America Act and the Health Care and EducatiecdRciliation Act. By some estimates, the new lawxpected to increase the number of
Americans with health insurance coverage by appratély 32 million through individual and employeandates, subsidies offered to lower
income individuals with smaller employers and beradg of Medicaid eligibility, and to affect heattire reimbursement levels for healthcare
providers. We cannot predict with certainty what thtimate effect of federal healthcare reformmy future legislation or regulation, or

healthcare initiatives, if any, implemented at stegte level, will have on us or our customers.d&@mple, the federal healthcare reform imposed a
2.3% excise tax on medical devices beginning Jg2@t3, to which our company will be subject if afyour communications solutions are
classified as medical devices. The impact of tkedaupled with reform-associated payment redustionMedicare and Medicaid reimbursement,
could harm our business, operating results and ftaskb.

In addition, our customers’ expectations regargiegding or potential industry developments may afect their budgeting processes and
spending plans with respect to our communicatiohgisns. The healthcare industry has changedfggntly in recent years and we expect that
significant changes will continue to occur. Howewbe timing and impact of developments in the theake industry are difficult to predict. We
cannot assure you that the markets for our solsitiati continue to exist at current levels or thag will have adequate technical, financial and
marketing resources to react to changes in thosketsa

Our use of open source and non-commercial softwatemponents could impose risks and limitations ornr @bility to commercialize our
solutions.

Our solutions contain software modules licenseceuingen source and other types of mommercial licenses, including the GNU Public Lise,
the GNU Lesser Public License, the Apache Licemseathers. We also may incorporate open sourcetmet licensed software into our
solutions in the future. Use and distribution oflsgoftware may entail greater risks than useidd-{harty commercial software, as licenses of
these types generally do not provide warrantiesttoer contractual protections regarding infringetreé@ims or the quality of the code. Some of
these licenses require the release of our propyistaurce code to the public if we combine our pigpry software with open source software in
certain manners. This could allow competitors &ate similar products with lower development eftortl time and ultimately result in a loss of
sales for us.

The terms of many open source and other non-conahéoenses have not been judicially interpretad there is a risk that such licenses could
be construed in a manner that could impose ungat&d conditions or restrictions on our abilityctommercialize our solutions. In such event, in
order to continue offering our solutions, we cooddrequired to seek licenses from alternative soes which may not be available on a
commercially reasonable basis or at all, to re+sei our solutions or to discontinue the sale ofsolutions in the event we cannot obtain a
license or re-engineer our solutions on a timekidany of which could harm our business and diperaesults. In addition, if an owner of
licensed software were to allege that we had notpdied with the conditions of the correspondingtise agreement, we could incur significant
legal costs defending ourselves against such didega In the event such claims were successfubaudd be subject to significant damages, be
required to disclose our source code, or be enjdiren the distribution of our solutions.

Claims of intellectual property infringement couldarm our business.

Vigorous protection and pursuit of intellectual pecty rights has resulted in protracted and experlgigation for many companies in our
industry. Although claims of this kind have not evélly affected our business to date, there camdbassurance of the absence of such claims in
the future. Any claims or proceedings against usther meritorious or not, could be time consumiagult in costly litigation, require significa
amounts of management time, result in the diversfaignificant operational resources, or requsdalenter into royalty or licensing agreements,
any of which could harm our business and opera#gsglts.

Intellectual property lawsuits are subject to immtruncertainties due to the complexity of the mécdl issues involved, and we cannot be certain
that we will be successful in defending ourselhvgairgst intellectual property claims. In additiore wurrently have a limited portfolio of issued
patents compared to many other industry particigaarid therefore may not be able to effectivellzetiour intellectual property portfolio to ass
defenses or counterclaims in response to pateimgeiment claims or litigation brought against yshird parties. Further, litigation may involve
patent holding companies or other adverse patenemmvho have no relevant products and against wharpotential patents may provide little
or no deterrence.

Many potential litigants have the capability to ibede substantially greater resources to enforeie ihtellectual property rights and to defend
claims that may be brought against them. Furthespreosuccessful claimant could secure a judgmant th
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requires us to pay substantial damages or preusritem distributing certain solutions or perforguicertain services. We might also be required

to seek a license and pay royalties for the useicih intellectual property, which may not be axdéaon commercially acceptable terms or at all.

Alternatively, we may be required to develop nofriirging technology, which could require significaifort and expense and may ultimately not
be successful.

If we are unable to protect our intellectual propgrrights, our competitive position could be harmedwe could be required to inct
significant expenses to enforce our right

Our success depends, in part, on our ability téeggtaur proprietary technology. We protect ourppigtary technology through patent, copyright,
trade secret and trademark laws in the United Staid similar laws in other countries. We alsogmbbur proprietary technology through
licensing agreements, nondisclosure agreementstard contractual provisions. These protections naybe available in all cases or may be
inadequate to prevent our competitors from copyiegerse engineering or otherwise obtaining andgusur technology, proprietary rights or
solutions in an unauthorized manner. The laws ofesforeign countries may not be as protective tlectual property rights as those in the
United States, and mechanisms for enforcementtelfféstual property rights may be inadequate. lditaah, third parties may seek to challenge,
invalidate or circumvent our patents, trademarkpycghts and trade secrets, or applications fgradrthe foregoing. Our competitors may
independently develop technologies that are sutialigrequivalent, or superior, to our technologydesign around our proprietary rights. In each
case, our ability to compete could be significairtipaired.

To prevent unauthorized use of our intellectuapprty rights, it may be necessary to prosecuter&tior infringement or misappropriation of
proprietary rights. Any such action could resulsignificant costs and diversion of our resouraes management's attention, and there can be no
assurance that we will be successful in such acliarthermore, many of our current and potentiahpetitors have the ability to dedicate
substantially greater resources to enforce th&tléctual property rights than us. Accordinglyspige our efforts, we may not be able to prevent
third parties from infringing or misappropriatingrantellectual property. While we plan to continioeprotect our intellectual property with,

among other things, patent protection, there camob@&ssurance that:

» current or future U.S. or foreign patent applicasiovill be approve:

» our issued patents will protect our intellectualgerty and not be held invalid or unenforceablehillenged by third partie

» we will succeed in protecting our technology adegjyan all key jurisdictions in which we or our mpetitors operate;

« others will not independently develop similar omgeeting products or methods or design around atengmthat may be issued to

Ouir failure to obtain patents with claims of a ssmgcessary to cover our technology, or the ina&iid of our patents, or our inability to protect
any of our intellectual property, may weaken ounpetitive position and harm our business and opera¢sults. We might be required to spend
significant resources to monitor and protect oteliactual property rights. We may initiate claiorslitigation against third parties for
infringement of our proprietary rights or to establthe validity of our proprietary rights. Anyidiation, whether or not it is resolved in our favor
could result in significant expense to us and ditler efforts of our technical and management perslh which may harm our business, operating
results and financial condition.

Our solutions could be subject to regulation by theS. Food and Drug Administration or similar forgn agencies, which could increase our
operating costs.

We provide devices that may be, or may becomegstity) regulation by the U.S. Food and Drug Adntiatgon, or FDA, and similar agencies in
other countries, or the jurisdiction of these agemcould be expanded in the future to includesomlutions. The FDA regulates certain products,
including software-based products, as “medical ¢es/i based, in part, on the intended use of théymtcand the risk the device poses to the
patient should the device fail to perform propeAithough we have concluded that our wireless baslgegeneral-purpose communications
device not subject to FDA regulation, the FDA codishgree with our conclusion, or changes in olutems or the FDA's evolving regulation
could lead to FDA regulation of our solutions. Magtkier countries in which we sell or may sell colusons could also have similar regulations
applicable to our solutions, some of which may ligjext to change or interpretation. We may incinssantial operating costs if we are require
register our solutions or components of our sohgtias regulated medical devices under U.S. orgoneigulations, obtain premarket approval
from the FDA or foreign regulatory agencies, antisathe extensive reporting requirements. In &ddj failure to comply with these regulations
could result in enforcement actions and monetanalbies.
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Product liability or other liability claims could ause us to incur significant costs, adversely afféwe sales of our solutions and harm ol
reputation.

Our solutions are utilized by healthcare professi®and others in the course of providing patianéclt is possible that patients, family members,
physicians, nurses or others may allege we ar@nsgdge for harm to patients or healthcare protesss due to defects in, the malfunction of, the
characteristics of, or the operation of, our solgi Any such allegations could harm our reputagiod ability to sell our solutions.

Components of our solutions utilizing Wi-Fi alsoieradio frequency, or RF, energy. RF emissionshHasen alleged, in connection with cellular
phones, to have adverse health consequences. ivdle components of our solutions comply with dinds applicable to such emissions, some
may allege that these components of our solutianse adverse health consequences or applicableliggiglmay change making these
components of our solutions non-compliant. Regwedgencies in the United States and other cownitnievhich we do or plan to do business
may implement regulations concerning RF emissitarsdards. In addition, healthcare professionale lsdleged and may allege in the future that
magnets in our badges may emit electromagnetiatiadior otherwise interfere with implanted medieabther devices. Any such allegations or
non-compliance, or any regulatory developmentdydting any changes affecting the transmission dioraignals, could negatively impact the
sales of our solutions, require costly modificasiea our solutions and harm our reputation.

Although our customer agreements contain termscanditions, including disclaimers of liability, thare intended to reduce or eliminate our
potential liability, we could be required to spesignificant amounts of management time and ressurcdefend ourselves against product
liability, tort, warranty or other claims. If anyeh claims were to prevail, we could be forcedag damages, comply with injunctions or stop
distributing our solutions. Even if potential cla@mo not result in liability to us, investigatingcadefending against these claims could be
expensive and time consuming and could divert mamagt's attention away from our business. We maigeneral liability insurance coverage,
including coverage for errors and omissions; howetds coverage may not be sufficient to covegéaclaims against us or otherwise continue to
be available on acceptable terms. Further, the@nswould attempt to disclaim coverage as to amiiqudar claim.

Our business is subject to the risks of earthquakié®, floods and other natural catastrophic eventand to interruption by man-made
problems such as power disruptions or terroris

Our corporate headquarters are located in the &arciBco Bay Area, a region known for seismic dgtiand many critical components of our
solutions are sourced in Asia and Mexico, regiamsan to suffer natural disasters. A significantunat disaster, such as an earthquake, fire or a
flood, occurring at our headquarters, our otheilifs or where our contract manufacturer or ipgliers are located, could harm our business,
operating results and financial condition. In aidait acts of terrorism could cause disruptionsunlmusiness, the businesses of our customers anc
suppliers, or the economy as a whole. We alsoarlinformation technology systems to communicateragrour workforce located worldwide,

and in particular, our senior management, genecbaministrative, and research and developmeiviteaeg that are coordinated with our
corporate headquarters in the San Francisco Bag. Amy disruption to our internal communicationgiether caused by a natural disaster or by
man-made problems, such as power disruptionsgiisén Francisco Bay Area, Asia or Mexico couldyelar research and development efforts,
cause delays or cancellations of customer ordedelay deployment of our solutions, which couldrhaur business, operating results and
financial condition.

We may require additional capital to support our sfiness growth, and such capital may not be avaiéabl

We intend to continue to make investments to suppeiness growth and may require additional fundespond to business challenges, which
include the need to develop new solutions or erhanisting solutions, enhance our operating infaastire, expand our sales and marketing
capabilities, expand into non-healthcare markets,acquire complementary businesses, technologigssets. Accordingly, we may need to
engage in equity or debt financing to secure fukdglity and debt financing, however, might not beilable when needed or, if available, might
not be available on terms satisfactory to us. Ifraise additional funds through equity financingg stockholders may experience dilution. Debt
financing, if available, may involve covenants riesing our operations or our ability to incur atidinal debt. If we are unable to obtain adequate
financing or financing on terms satisfactory to e, ability to continue to support our businesswgh and to respond to business challenges
be significantly limited as we may have to deladuce the scope of or eliminate some or all ofimitiatives, which could harm our operating
results.
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As an“emerging growth company” under the JOBS Act, weegpermitted to, and may, rely on exemptions fronntain disclosure and
governance requirement:

As an “emerging growth company” under the Jump&at Business Startups Act, or JOBS Act, we arenjitd to, and may, rely on exemptions
from certain disclosure and governance requiremé&uatsexample, for so long as we are an emergiogthyrcompany, which can last, at most,
until the first fiscal year following the fifth airersary of our initial public offering, we will idoe required to:

* have our independent registered public accogriiim report on our internal control over finarlai@porting pursuant to Section 404(b) of the
Sarbanes-Oxley Act;

« comply with any requirement that may be adofgthe Public Company Accounting Oversight Boaghareing mandatory audit firm
rotation or a supplement to the auditor's repavigling additional information about the audit ahd financial statements;

» provide the “compensation discussion and anstlysid certain compensation tables for our namedwie officers in our Form 10-K or
annual proxy statement; and

» submit certain executive compensation mattestdokholder advisory votes, such as “say on pay

aay on frequency.”

We could be an emerging growth company for upue fiears, although, if the market value of our camrstock that is held by non-affiliates
exceeds $700 million as of June 30 of any yeatistawith June 30, 2013, we could cease to be eretging growth company” as of the

following December 31. Thereafter, as of each figear end, our independent registered public agtwog firm will be required to evaluate and
report on our internal control over financial reomy under Section 404(b) of the Sarbanes-Oxley YAdtile management has established plans to
accommodate the additional assessment and atespaiicedures and related costs of Section 404¢bptkance, we may incur additional cost:
require additional management time to comply wiglet®n 404(b) in a timely manner. To the extentfind a material weakness or other
deficiency in our internal control over financiaporting, the accuracy and timeliness of our fim@meporting may be adversely affected.

If we do not maintain effective internal control @v financial reporting or disclosure controls andpcedures in the future, the accuracy at
timeliness of our financial reporting may be advety affected.

The Sarbanes-Oxley Act requires, among other thithgs we assess the effectiveness of our inteoratol over financial reporting annually and
disclosure controls and procedures quarterly. Hiqudar, beginning with the year ending on Decentig 2013, we must obtain reasonable
assurance of our internal control over financigbréing to allow management to report on the eifectess of our internal control over financial
reporting as required by Section 404 of the Sarb#&hdey Act. If a material weakness in our interoahtrol over financial reporting is identified
in the future, we are not able to comply with tequirements of Section 404 in a timely manner ode@ot maintain effective controls, our
reported financial results could be materially r@itesd or could be restated, we could receive arradvopinion regarding our controls from our
independent registered public accounting firm (asweh opinion is required under the Sarbanes-Oxit); we could be subject to investigations
or sanctions by regulatory authorities, which woudduire additional financial and management ressjrand the market price of our stock could
decline.

We will continue to incur increased costs as a réesaf operating as a public company and our managemh will have to devote substantial time
to public company compliance obligations.

As a public company, we will continue to incur stagial legal, accounting and other expenses tleatfiel not incur as a private company. We
continue to incur substantial expenses even thawghs an “emerging growth compamyay rely upon the disclosure and governance exemyg
under the JOBS Act. The Sarbanes-Oxley Act of 2008arbane®xley Act, as well as rules subsequently implemeiiethe SEC and our stc
exchange, impose various requirements on publigenies, including changes in corporate governaragtipes. Our management and other
personnel will need to devote a substantial amofitine to these compliance requirements and amyrequirements that the Dodd-Frank Wall
Street Reform and Consumer Protection Act of 2029 impose on public companies. Moreover, theses rahel regulations, along with
compliance with accounting principles and regulaioterpretations of such principles, as amendethbyJOBS Act, have increased and will
continue to increase our legal, accounting anchfired compliance costs and have made and will naetito make some activities more time-
consuming and costly. For example, we expect thdes and regulations to make it more difficult andre expensive for us to obtain director
officer liability insurance, and we may be requiteciccept reduced policy limits and coverage ouiirsubstantial costs to maintain the same or
similar coverage.

Compliance with the SEC's new rule for disclosures sourcing of "conflict minerals” will likely be tme consuming and potentially costly and
could adversely affect our reputation.
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Under the Dodd-Frank Wall Street Reform and ConsuPnetection Act of 2010, the SEC has adopted anus\that applies to companies that
use certain minerals and metals, known as comflioerals, in their products, including certain prots manufactured for them by third parties.
The new rule will require companies that use conffiinerals in the production of their productsdonduct diligence as to whether or not such
minerals originate from the Democratic Republic€oihgo and adjoining countries and to file certafiorimation with the SEC about the use of
these minerals. We will incur additional coststmnply with the due diligence and disclosure rezgmients. In addition, depending upon our
findings, or our inability to make reliable findisgabout the source of any conflict minerals thatuse, our reputation could be harmed. While
the first report is not due until 2014, we will ”et® incur costs in preparation for this reportin@013. Certain industry organizations have fa
petition challenging the adoption of the new rwetlie SEC, but we are unable to predict the imphttis challenge on the applicability of the
new rule.

Risks related to our common stock
The market price of our common stock may be voltiind your investment in our stock could suffedacline in value.

There has been significant volatility in the markete and trading volume of equity securities, allhis often unrelated or disproportionate to the
financial performance of the companies issuingsgmurities. These broad market fluctuations maygtinegly affect the market price of our
common stock. The market price of our common staekd fluctuate significantly in response to thetfas described in this “Risk Factors”
section and elsewhere in this Form 10-K and otaetofs, many of which are beyond our control, idirig:

e actual or anticipated variation in anticipated epiag results of us or our competitc

» the financial projections we may provide to thelpylany changes in these projections or our failarmeet these projectio

e announcements by us or our competitors of néutisas, new or terminated significant contractsnmercial relationships or capital
commitments;

» failure of securities analysts to maintain ceggr of us, changes in financial estimates by aoyrdees analysts who follow our company, or
our failure to meet these estimates or the exgentabf investors;

» developments or disputes concerning our intellégit@erty or other proprietary righ

» commencement of, or our involvement in, litigat

* announced or completed acquisitions of businegselsnologies or assets by us or our compe

» changes in operating performance and stock magteations of other technology companies generatlyhose in our industry in particul

» price and volume fluctuations attributable to insistent trading volume levels of our common st

» our public float relative to the total number ofsls of our common stock that are issued and owlisig

» price and volume fluctuations in the overall stotérket, including as a result of trends in the eocopas a whols

« rumors and market speculation involving us or otteempanies in our industi

e any major change in our managem

» unfavorable economic conditions and slow or negagirowth of our markets; a

» other events or factors, including those resulfingh war or incidents of terrorisi

In addition, in the past, following periods of viility in the overall market and the market prideagarticular company’s securities, securities
class action litigation has often been institutgdiast these companies. This litigation, if ingetliagainst us, could result in substantial castisa
diversion of our management's attention and regsurc

If securities or industry analysts issue an adversemisleading opinion regarding our stock or do hpublish research or reports about ol
business, our stock price could decline.

The trading market for our common stock depengxim on the research and reports that securitieslastry analysts publish about us and our
business. We do not control these analysts ordhtent and opinions included in their reports. Pphiee of our common stock could decline if one
or more analysts downgrade our common stock tioge analysts issue other unfavorable commentasgase publishing reports about us or our
business. If one or more analysts cease coveraga @ompany or fail to regularly publish report®at our company, we could lose visibility in
the financial market, which in turn could cause stock price to decline. Further, securities oustdy analysts may elect not to provide research
coverage of our common stock and such lack of reeeaverage may adversely affect the market miiceir common stock.

The concentration of our capital stock ownershiptiviinsiders will likely limit your ability to influence corporate matters.

Our executive officers, directors, current 5% aager stockholders and entities affiliated with ahthem together beneficially own
approximately 42% of our common stock outstandimgfaDecember 31, 2012. These stockholders, if they
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act together, will have significant influence oedirmatters requiring stockholder approval, inchgithe election of directors and approval of
significant corporate transactions, and may takiees that may not be in the best interests ofadher stockholders. This concentration of
ownership could also limit stockholders’ abilityitdluence corporate matters. Accordingly, corperattions might be taken even if other
stockholders, including you, oppose them, or maybedaaken even if other stockholders view thermdke best interests of our stockholders.
This concentration of ownership may have the efféctelaying or preventing a change of control wf company, may make the approval of
certain transactions difficult or impossible withdle support of these stockholders and might adeaffect the market price of our common
stock.

Our management has broad discretion over the us@fceeds from our public offerings and might nopply the proceeds of our public
offerings in ways that increase the value of yomvestment in our company.

Our management has broad discretion to use theroeteds to us from our initial public offering amar secondary public offering, and you are
relying on the judgment of our management regarthiegapplication of these proceeds, without theodpity to assess whether the proceeds are
being used appropriately. The failure of our manaeye to apply the $70.5 million net proceeds ofiaitial public offering and the $36.0 million
net proceeds from our secondary public offeringaffely could harm our business, financial coditand operating results, and may not
increase the value of your investment in our corgphargely as a result of these public offerings, vad $127.5 million invested in cash, cash
equivalents, and short-term investments at DeceBbe2012. We have not allocated these net prodeedpecific purposes other than allocating
a portion of the proceeds from our initial publffeoing to the repayment in full of outstanding mwings under our credit facility, which we
repaid in April 2012. We intend to use the net peats from our public offerings for general corperahd working capital purposes. We may also
use a portion of the net proceeds to acquire @snwn complementary businesses, technologiessetsadut at this time, we have no current
understandings, agreements or commitments to dowomanagement might not be able to yield a Sicanit return or any return on any
investment of these net proceeds.

Our stock price could decline due to the substahtiamber of outstanding shares of our common stdtlat are available for sale on the public
market.

All of our outstanding shares recently became jréeldable without restrictions or further regiitsa under the federal securities laws, except for
shares held by directors, executive officers ahérmaffiliates which are subject to volume limitats under Rule 144 of the Securities Act of 1933
and various vesting agreements. If the holdethethares that were previously subject to tramsfrictions sell, or indicate an intention td,sel
substantial amounts of our common stock could laélahle for sale in the public market, and theitrggrice of our common stock could decli
Additional shares subject to outstanding warrantsshares subject to outstanding options and reddor future issuance under our stock option
and purchase plans could also be available forisdlee public market to the extent permitted by pinovisions of various vesting agreements and
Rules 144 and 701 under the Securities Act.

We have never paid cash dividends on our capitatkt and we do not anticipate paying any divideriwlshe foreseeable future.

We have never paid cash dividends on any of outalagbock and currently intend to retain our fet@arnings to fund the development and
growth of our business. As a result, capital apgptemn, if any, of our common stock will be the salource of gain for the foreseeable future.

Our charter documents and Delaware law could discage, delay or prevent a change of control of oumgpany or change in our
management that stockholders consider favorable aadise our stock price to decline.

Certain provisions of our restated certificaterafarporation and restated bylaws and Delaware taidadiscourage, delay or prevent a change of
control of our company or change in our manageniextthe stockholders of our company consider favie: These provisions:

» authorize the issuance of “blank check” preféistock that our board of directors could issumtoease the number of outstanding shares anc
to discourage a takeover attempt;

» prohibit stockholder action by written consent,uieing all stockholder actions to be taken at atingeof stockholder:

» establish advance notice procedures for nonmigatandidates to our board of directors or propgpeiatters that can be acted upon by
stockholders at stockholder meetings;

« limit the ability of our stockholders to call spakimeetings of stockholde

» prohibit stockholders from cumulating their votes the election of directol

» permit newly created directorships resultingrfran increase in the authorized number of direciprscancies on our board of directors to be
filled only by majority vote of our remaining direcs, even if less than a quorum is then in office;

» provide that our board of directors is expresshharized to make, alter or repeal our byle
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» establish a classified board of directors so tibataii members of our board are elected at one;

» provide that our directors may be removed oaly‘€ause” and only with the approval of the hokdef at least 66 2/3rds percent of our
outstanding stock; and

*  require supemajority voting to amend certain provisions in gertificate of incorporation and byla\

Section 203 of the Delaware General Corporation by also discourage, delay or prevent a changerdfol of our company.

Iltem 1B. Unresolved Staff Comment

None

Item 2.  Properties

We do not currently own any of our facilities. Tioowing table sets forth the location, approximatze, primary use and lease expiration dates
of our leased facilities. Our facilities are in gogperating condition and adequately serve oumiegsineeds.

Approximate

Location square fee Primary use Lease expiration date
San Jose, California 57,93( Headquarters and product warehousing April 1, 2016
Knoxville, Tennessee 7,50z Development, sales and support March 31, 2016

San Francisco, California 3,09: ExperiaHealth headquarters April 19, 2014
Toronto, Canada 4,26( Development, sales and support April 30, 2017
Reading, United Kingdom 1,00(C Sales and support December 31, 2014

Iltem 3. Legal Proceeding

From time to time, we may be involved in lawsudigims, investigations and proceedings, consisifrigtellectual property, commercial,
employment and other matters which arise in théarg course of business. We are not currentlyliredin any material legal proceedings.

Iltem 4. Mine Safety Disclosure
None.
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PART Il

ltem 5. Market for Registrant’ s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie
Market Information
Our common stock has been listed on the New YaokKSExchange under the symbol “VCR#aihce March 28, 2012. Prior to that date, there

no public trading market for our common stock. @itial public offering was priced at $16.00 perash on March 27, 2012. The following table
sets forth for the periods indicated the high avd $ales prices per share of our common stockpastesl on the New York Stock Exchange:

Low High

Year ending December 31, 2012
First Quarter (beginning March 28, 2012) $ 20.2( % 24.91
Second Quarter $ 20.7C $ 28.1¢
Third Quarter $ 2417 % 32.97
Fourth Quarter $ 2211 % 31.2¢

Holders of Common Stoc

As of December 31, 2012, we had 149 holders ofrdteebour common stock. The actual number of stotdérs is greater than this number of
record holders, and includes stockholders who eneficial owners, but whose shares are held ietstrame by brokers and other nominees. This
number of holders of record also does not includekbiolders whose shares may be held in trust lograntities.

Dividend policy

We have never declared or paid any cash dividendsiocapital stock, and we do not currently intemgay any cash dividends on our common
stock for the foreseeable future. We expect tanmdtdure earnings, if any, to fund the developmemd growth of our business. Any future
determination to pay dividends on our common steitikbe at the discretion of our board of directarsd will depend upon, among other factors,
our financial condition, operating results, currantl anticipated cash needs, plans for expansibotiuer factors that our board of directors may
deem relevant.

Stock Performance

This stock performance graph shall not be deemelitittng material” or to be "filed" with the SE®@If purposes of Section 18 of the Securities
Exchange Act of 1934, as amended, or ExchangeAatherwise subject to the liabilities under ttgction, and shall not be deemed t
incorporated by reference into any filing of Voc&ammunications, Inc. under the Securities AcherExchange Act.

The following stock performance graph comparesctiraulative total return provided to holders of tiienmon stock of Vocera Communications,
Inc. relative to the cumulative total returns of thew York Stock Exchange Composite Index and thad&rd & Poors 1500 Health Care
Technology Index since the pricing of the initialtic offering of Vocera’s common stock on March 2812. An investment of $100 is assumed
to have been made in our common stock and in efattie indexes on March 28, 2012, and its relatiedgrmance is tracked through December
31, 2012.
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COMPARISON OF 9 MONTH CUMULATIVE TOTAL RETURN*
AmongVocera Communicationsinc, the NYSE Composite Index,
andthe S&P Health Care Technology Index
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32812 1203112
—a— Vocera Communications Inec. —=— NY 5E Composite —sa— SEP Health Care Technology
Assumed investment dat End of performance perioc
3/28/201.: 12/31/201;
Vocera Communications Inc. 100.0( 119.3¢
NYSE Composite 100.0( 105.0:
S&P Health Care Technology 100.0( 101.9¢

Use of Proceeds from Public Offering of Common Stoc

Our initial public offering of common stock was efted through a Registration Statement on Form{F8ld. No. 333-175932) that was declared
effective by the Securities and Exchange CommissioMarch 27, 2012, and a Registration Statemeiftoom S-1 (File No. 333-180389) under
Rule 462(b) of the Securities Act that became @éffeaipon its filing.

There has been no material change in the planreedfysoceeds from our initial public offering assdribed in our final prospectus filed with the
Securities and Exchange Commission on March 2& potsuant to Rule 424(b). On April 3, 2012, wedpaff all of our then-outstanding debt.

Issuer Purchases of Equity Securitit
The table below provides information with respectdpurchases of unvested shares of our commok stade pursuant to our 2000 Stock Op

Plan, as amended, and our 2006 Stock Option Pdaamnended. All shares in the table below were shragrchased as a result of us exercising
our right of repurchase for unvested shares unalestock option plans and not pursuant to a pubfdnounced plan or program.

Total Number of Maximum Number

Shares Purchase of Shares that May

Total Number as Part of Publicly Yet be Purchase:

of Shares Average Price Paic Announced Plan: Under the Plans o

Period Purchased Per Share or Programs Programs
October 31, 2012 833 % 2.1¢€ — —
November 30, 2012 468 5.04 — —
December 31, 2012 0 — — —
Total 1,301 g 3.2( — —
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ltem 6. Selected Financial Dat

The following selected consolidated financial dgttauld be read in conjunction with Item 7, “Manageit's Discussion and Analysis of Financial
Condition and Results of Operations” and the cadat#d financial statements and related notesdeclun Item 8, “Financial Statements and
Supplementary Data” of this Annual Report on Fo¥Kl The selected consolidated financial data is $lection are not intended to replace the
consolidated financial statements and are qualifigteir entirety by the consolidated financiatsments and related notes included elsewhere in
this Annual Report on Form 10-K.

We derived the statement of operations data foy#aes ended December 31, 2012, 2011 and 201(harzatance sheet data as of December 31,
2012 and 2011 from our audited financial statemirtisided elsewhere in this report. We derivedsta¢ement of operations data for the years
ended December 31, 2009 and 2008 and the balaseeddita as of December 31, 2010, 2009 and 2008dtw audited financial statements that
do not appear in this report. Our historical resatle not necessarily indicative of the resultseé@xpected in the future.

Years ended December 31,

(in thousands, except per share data) 2012 2011 2010 2009 2008
Consolidated statements of operations data:

Total revenue $ 100,95 $ 79,50 $ 56,80 $ 41,13¢ % 39,82¢
Gross profit 64,33t 47,99¢ 35,62¢ 25,27 20,05¢
Net income (loss) 2,89: (2,479 1,21(C (992) (6,313
Less: undistributed earnings attributable to pgrditng

securities (1,366 — (1,210 = =
Net income (loss) attributable to common stockhelde $ 1527 $ (2,479 $ — 3 (992) $ (6,319

Net income (loss) per share attributable to comstookholders
Basic and diluted $0.08 $(0.74) $0.00 $(0.49) $(3.13)

Weighted average shares used to compute net inoss3 per
share attributable to common stockholders

Basic 17,97¢ 3,37( 2,22 2,03¢ 2,01«
Diluted 20,60¢ 3,37( 2,84¢ 2,03¢ 2,01«

As of December 31,

(in thousands) 2012 2011 2010 2009 2008
Consolidated balance sheet data:

Cash, cash equivalents and short-term investments $ 12751 $ 14,89¢ $ 8,64: % 8,931 % 6,197
Total assets 167,30! 49,81¢ 33,93 19,80: 19,38¢
Total borrowings — 8,33¢ 5,40¢ 1,777 1,661
Convertible preferred stock warrant liability — 1,85: 1,127 80z 567
Convertible preferred stock — 53,01 52,75¢ 52,75¢ 52,75¢
Total stockholders’ equity (deficit) 123,12! (49,399 (50,364 (53,379 (52,909
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ltem 7. Management's Discussion and Analysis of Financial@dition and Results of Operation

The following discussion and analysis of our firahcondition and results of operations should kead together with our consolidated financial
statements and related notes included in Item &&Rcial Statements and Supplementary Data” inctuohethis Annual Report on Form 10-K.
This discussion and analysis contains forwhroking statements that involve risks, uncertagtiad assumptions, such as statements of our
objectives, expectations and intentions. The caatipstatements made in this Annual Report on FI®AK should be read as applying to all
related forward-looking statements wherever theyegp in this Annual Report on Form 10-K. Our actegults may differ materially from those
anticipated in these forward-looking statements assult of many factors, including but not limitedhose set forth under Iltem 1A, “Risk
factors” and elsewhere in this Annual Report on Form 10-K.

Business overview

We are a provider of mobile communication solutifotised on addressing critical communication emagés facing hospitals today. We help
customers improve patient safety and satisfactiod,increase hospital efficiency and productiviityotigh our Voice Communication, Secure
Messaging and Care Transition solutions. Our V@oenmunication solution, which includes a lightwejghearable, voice-controlled
communication badge and a software platform, esalders to connect instantly with other hospitaf Simply by saying the name, function or
group name of the desired recipient. Our Secureshigrg solution securely delivers text messagesbants directly to and from smartphones,
replacing legacy pagers. Our Care Transition smius a hosted voice and text based software ajgitthat captures, manages and monitors
patient information when responsibility for theipat is transferred or “handed-off” from one caxegito another, or when the patient is
discharged from the hospital.

At the core of our Voice Communication solutioraipatent-protected software platform that we intozdl in 2002. We have significantly
enhanced and added features and functionalityigestiution through ongoing development based equent interactions with our customers.
software platform is built upon a scalable architez and recognizes more than 100 voice commargkssléan instantly communicate with ott
using the Vocera communication badge, or througbev@® Connect client applications available for ihand Android smartphones, as well as
Cisco wireless IP phones and other mobile devioes.Voice Communication solution can also be irdégpt with nurse call and other clinical
systems to immediately and efficiently alert haslpitorkers to patient needs. We have shipped cdd@j080 communication badges to our
customers.

We outsource the manufacturing of our products. @sourced manufacturing model allows us to soatdusiness without the significant
capital investment and on-going expenses requiredtablish and maintain manufacturing operatidfeswork closely with our contract
manufacturer, SMTC Corporation, and key suppliensianage the procurement, quality and cost of coeps. We seek to maintain an optimal
level of finished goods inventory to meet our fastcsales and unanticipated shifts in sales vokmdemix.

We primarily sell products and maintenance servitiesctly to end users. To date, substantiallypfbur revenue has been derived from sales of
our Voice Communication solution, including prodowdintenance and related services. Revenue gré®ae. $101.0 million in 2012 froi$79.t
million in 2011, and our 2011 revenue grew 40.086m1$56.8 million in 2010. For the year ended Decen®i, 2012 we recorded net income of
$2.9 million . For the year ended December 31, 2@&lrecorded a net loss of $2.5 million , whictlided $1.0 million of additional outside
service costs as we prepared to become a publipaioyn

Our diverse customer base ranges from large hbsgitems to small local hospitals, as well as oftealthcare facilities and customers in non-
healthcare markets. We are not reliant on any omeaup of customers. For 2012, our largest entbousr represented only 2.7% of revenue.
While we have international customers in other Bhgépeaking countries such as Canada, the Unitegdm and Australia, most of our
customers are located in the United States. Intieme customers represented 10.7% and 7.3% ofemenue in 2012 and in 2011, respectively.
We are developing plans to expand our presencther &nglish speaking markets and enter non-Engfigtaking markets.

Our growth in 2012 was primarily due to increasestpct sales of our Voice Communication solutiarg,&o a lesser extent, to an increase in
services sales. We had balanced growth in prodiles $n 2012, with increases in sales to new custermnd expanded deployments by existing
customers, as well as sales of replacement badgesndpart, to favorable reception of our new BBB@dges. We believe that we have the ability
to continue to grow in each of these areas in 2DL&ddition, we are continuing to invest to accate the development of new products for our
healthcare and targeted non-healthcare marketise lfourth quarter of 2012 and continuing into fing quarter of 2013, we expanded and, we
believe, upgraded our sales organization with tiditeon of new sales personnel and bifurcatingsedées between obtaining new customers and
managing the installed customer base. In recentimpwe also entered into sales contracts with fiational health systems. A potential challe

in 2013 are sales to US government customers, wiaek experienced a slowdown and deferral of
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orders due to the ongoing effects of and uncesta@rdund sequestration and debt ceiling issuesb&lieve that our business to US government
customers will continue to be less visible and fmtadhle in 2013 as we experienced in the third fandth quarters of 2012.

Acquisitions

During the last four months of 2010, we completaar facquisitions, for total purchase consideratib#i10.0 million. Assets acquired and
liabilities assumed were recorded at their estichéa@ values as of the respective acquisition.date recorded $4.4 million as identifiable
intangible assets and $5.6 million as goodwill. & incurred $1.0 million in acquisition relategenses, which was recorded in general and
administrative expense. These acquisitions diccaptribute significantly to our revenue in 2010.

The acquisitions of Integrated Voice Systems antth®fOptiVox product line enhanced our productrififgs by incorporating solutions designed
to streamline patient hand-offs, enabling caregivercapture and transfer important informatioa secure, manageable, web-enabled manner.
The acquisition of Wallace Wireless provided ushvgiinartphone messaging solutions enabling the seglivery of text messages, alerts and
other information directly to and from smartphornesnplementing our Voice Communication solutione Bequisition of DS Consulting
Associates, d/b/a ExperiaHealth, enabled us toigeqatient experience consulting services to hekpitals improve patient experience and
safety.

Components of operating results

Revenue. We generate revenue from the sale of products emites. As discussed further in the section titl@dtical accounting policies and
estimates—Revenue recognition and deferred revemelelv, revenue is recognized when persuasive e@ef an arrangement exists, delivery
has occurred, the price is fixed or determinablk @ilection is reasonably assured.

Revenue is comprised of the following:

* Product. Our solutions include both hardware and software.réfer to hardware revenue as device revenuehvitnitudes revenue from
sales of our communication badges, badge accessmituding batteries, battery chargers, lanyatiss and other ancillary badge
components, and our Vocera smartphone. Softwaentevis derived primarily from the sale of perpkliganses to our Voice
Communication solution. We derive additional sofeveevenue from the sale of term licenses, whichbsarenewed on a subscription basis.
Product revenue is generally recognized upon shipwfehardware and perpetual licenses and, indke of term licenses, ratably over the
applicable term.

* Service. We receive service revenue from sales of softwaimt®enance, extended warranties and professionates. Software
maintenance is typically invoiced annually in ads&recorded as deferred revenue, and recognizedersue ratably over the service per
Our professional services revenue is based onthoéhand materials, and fixed price contracts, iamdcognized as the services are provi
Extended warranties are invoiced in advance, recbad deferred revenue, and recognized ratablytbeerxtended warranty period.

Cost of revenue. Cost of revenue is comprised of the following:

» Cost of product. Cost of product is comprised primarily of materiedssts, software license costs, warranty, and naaturing overhead for
test engineering, material requirements plannirdgaur shipping and receiving functions. Cost ofduet also includes facility costs and
write-offs for excess and obsolete inventory, all asdepreciation and amortization expenses. Afmireduce new products, we expect
material costs will increase as a percent of regdaua period of time.

» Cost of service. Cost of service is comprised primarily of employesges, benefits and related personnel expenseg ¢dahnical support
team, our professional consulting personnel andraining teams. Cost of service also includedifg@nd information technology costs. We
expect our cost of service will increase as weinoetto invest in support services to meet the si@@dur customer base.

Operating expenses. Operating expenses are comprised of the following:

* Research and developmentResearch and development expenses consist priroégipployee wages, benefits and related personnel
expenses, hardware materials, and consultant fekex@enses related to the design, developmetihgesd enhancements of our solutions.
We intend to continue to invest in improving thadtionality of our solutions and the developmenhedv solutions. As a result, we expect
research and development expense to increasesftorbseeable future.

» Sales and marketing. Sales and marketing expenses consist primarilynpi@yee wages, benefits and related personnel sgpenas well as
trade shows, marketing and public relations progrand advertising. Sales commissions are earned
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when an order is received from a customer, andrasudt, in some cases these commissions are eeghénan earlier period than the period
in which the related revenue is recognized. Histly, our bookings have tended to peak in thetfoquarter of each year driving higher
sales commissions, and to be lowest in the firattgn. We intend to continue to expand our dirattsforce for the foreseeable future and,
accordingly, expect sales and marketing expensiestease.

» General and administrative. General and administrative expenses consist piyrafremployee wages, benefits and related perdonne
expenses, consulting, audit fees, legal fees dmet general corporate expenses. We expect gemeladministrative expense to increase for
the foreseeable future due to the significant castexpect to incur as we continue to build andntaé the infrastructure necessary to
comply with the regulatory requirements of beinguélic company and as we add personnel to suppogrowth.

Interest income, interest expense and other incofeepense), net

* Interest income. Interest income consists primarily of interest imgoearned on our cash, cash equivalent and shortitgestment
balances. Our interest income will vary each repgmperiod depending on our average cash, caskaqnot and short-term investment
balances during the period and market interess rate

* Interest expens. Interest expense includes interest expenaterkto debt and financing obligations resultiragrfrour credit facility and
security agreement, which was paid off in full opriA3, 2012. We expect interest expense to fluetirthe future with changes in our
borrowings.

« Other income (expense), netOther income (expense), net consists primarilynobime from a stipend for market research regarithieg
industry in which our company operates that we jpled to a market research firm, and the changlesridir value of our convertible
preferred stock warrants. Our convertible prefestedk warrants were classified as liabilities aaslsuch, were marked-to-market at each
balance sheet date with the corresponding gaiossrffom the adjustment recorded as other incorpe(ese), net. Upon the consummatio
our initial public offering, on April 2, 2012, thesvarrants converted into warrants to purchase aamstock and are no longer marked-to-
market. Other income (expense), net also includggaeign exchange gains and losses.

Provision for income taxes. We are subject to income taxes in the countriesevive sell our solutions. We anticipate that infiitare as we
expand our sale of solutions to customers outsidéJhited States, we will become subject to tardbased on the foreign statutory rates in the
countries where these sales took place and ouwtieeax rate could fluctuate accordingly. Curhgn¢ach of our international subsidiaries is
operating under cost plus agreements where thepdr8nt company reimburses the international sidygifor its costs plus an arm's length pri

Income taxes are computed using the asset antitliabethod, under which deferred tax assets aatllities are determined based on the
difference between the financial statement and&ses of assets and liabilities using enactecatas in effect for the year in which the
differences are expected to affect taxable incdratuation allowances have been established to eedaterred tax assets to the amount
reasonably expected to be realized. Changes imtiatuallowances are reflected as component ofigimvfor income taxes.

At December 31, 2012, we had a valuation allowagzenst net deferred tax assets of $21.5 milliohil&\ive are encouraged by the pretax profit
earned in 2012 and by the favorable trend of marfcial results, management believes it is appatgto obtain confirmatory evidence that the
improvement in our results of operations is sustai®, and that realization of at least some ofiiferred income tax assets is more likely than
not, before reversing a portion of the valuatidownce to earnings.

We intend to review on a quarterly basis our cosiolis about the appropriate amount of its defdmedme tax asset valuation allowance. If we
continue to generate profits in 2013 and beyond,likely that the US valuation allowance positisifi be reversed in the foreseeable future. We
expect a significant benefit to be recorded ingbgod the valuation allowance reversal is recomteda significantly higher effective tax rate in
periods following the valuation allowance reversal.
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Results of operations

The following table is a summary of our consolidbeséatements of operations for the years endedrbeme31, 2012, 2011 and 2010.

Years ended December 31,

2012 2011 2010
(in thousands, except percentages) Amount % Revenue  Amount % Revenue Amount % Revenue
Consolidated statements of operations data:
Revenue
Product $ 65,02¢ 64.4% $ 50,32 63.2% $ 35,51¢ 62.5%
Service 35,92¢ 35.€ 29,18: 36.7 21,28 37.5
Total revenue 100,95° 100.( 79,50: 100.( 56,80: 100.(
Cost of revenue
Product 21,55 21.: 17,46: 22.C 12,22 21t
Service 15,07( 14.¢ 14,04: 17.7 8,95: 15.¢
Total cost of revenue 36,62: 36.2 31,50 39.€ 21,17 37.2
Gross profit 64,33¢ 63.7 47,99¢ 60.4 35,62¢ 62.7
Operating expenses
Research and development 11,61¢ 11t 9,33t 11.7 6,69¢ 11.¢
Sales and marketing 33,43: 33.1 28,15: 35.4 20,95 36.¢
General and administrative 14,39( 14.: 11,31¢ 14.2 6,72 11.¢
Total operating expenses 59,44( 58.€ 48,80: 61.4 34,37 60.5
Income (loss) from operations 4,89¢ 4.8 (80€) (1.0 1,25¢ 2.2
Interest income 171 0.2 17 — 33 0.1
Interest expense (84) (0.2 (332) (0.9 (77) (0.
Other expense, net (1,469 (1.4) (1,079 1.3 (367) (0.6)
Income (loss) before income taxes 3,52( 3.5 (2,199 (2.9 843 1.5
(Provision for) benefit from income taxes (627) (0.€) (285) (0.4) 367 0.€
Net income (loss) $ 2,89: 29% $ (2,479 B)% $ 1,21( 21%

Years ended December 31, 2012 compared to DeceBhe2011

Revenue
Years ended December 31,
2012 2011 Change
(in thousands, except percentages) Amount Amount Amount %
Revenue
Product $ 65,02¢ $ 50,32: $ 14,70¢ 29.2%
Service 35,92¢ 29,18: 6,74¢ 23.1
Total revenue $ 100,95 $ 79,50: $ 21,454 27.C

Total revenue increased $21.5 million, or 27.0%mfr2011 to 2012.

Product revenue increased $14.7 million, or 29.8%012. Device revenue increased $10.6 millior28&7%, and software revenue increased
million, or 30.7%. The 2012 increase in device rexe which related entirely to our Voice Commurimatsolution, was driven by an increase in
unit sales of badges and related accessories fesnrcastomers making initial purchases, existingarasrs expanding deployments within their
facilities to new departments and users, and cust®neplacing badges. The list prices for our petgldid not change substantially in 2012. The
2012 increase in software revenue was compris&8.6fmillion from an increase in the sale of licensf our Voice Communication solution to
new and existing customers and $0.6 million frolreotsoftware revenue.
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Service revenue increased $6.7 million, or 23.120bh2. Software maintenance and support revenueased $4.8 million, or 22.4%, and
professional services and training revenue incee&2eD million, or 25.2%. The 2012 increase inwafe maintenance and support revenue was
primarily a result of a larger customer base bso aicluded $1.0 million from extended warranty tcacts and $0.3 million from other software
services. The 2012 increase in professional sendnd training revenue included $0.9 million assult of an increase in the number of new
deployments and expansions of our Voice Commumicatolution. The remaining increase in professigealices and training revenue of $0.9
million was from other service offerings.

Cost of revenue:

Years ended December 31,

2012 2011 Change
(in thousands, except percentages) Amount Amount Amount %
Cost of revenue
Product $ 2155 $ 17,46 % 4,08¢ 23.%%
Service 15,07( 14,04: 1,02¢ 7.3
Total cost of revenue $ 36,62 $ 31507 $ 5,114 16.2
Gross margin
Product 66.%% 65.2% 1.€%
Service 58.1 51.¢ 6.2
Total gross margin 63.7 60.4 3.3

Cost of product revenue increased $4.1 millior221%, from 2011 to 2012. This increase was prifpdte to the higher product revenue, offset
by decreases due to lower per unit material andufaaturing costs as a result of increased unitmeland lower warranty expenses in 2012 due
to lower return rates on our B3000 badge compar¢ke B2000 badge and to lower cost estimatesefarlsishment and replacement alternatives.
In 2011, we recorded a $0.6 million provision facess inventory of the Vocera Wi-Fi smartphone uguantities-on-hand exceeding forecast
demand. Excluding the excess inventory charge,ymtagtoss margins in 2011 would have been only dai®er than those realized in 2012.

Cost of service revenue increased $1.0 millior¥,.8%, from 2011 to 2012. This increase was primpatile to a $0.9 million increase in employee
wages and other personnel costs in our technipglstiand professional services organizations ppert growth in customer deployments and in
our installed base. Headcount in our services drgtan increased from 71 employees at Decembe2@11 to 80 employees at December 31,
2012.

Operating expenses:

Years ended December 31,

2012 2011 Change
(in thousands, except percentages) Amount Amount Amount %
Operating expenses:
Research and development $ 11,61¢ $ 9,33t % 2,28: 24.5%
Sales and marketing 33,43: 28,15: 5,281 18.¢
General and administrative 14,39( 11,31¢ 3,07¢ 27.2
Total operating expenses $ 59,44( $ 48,80: § 10,63¢ 21.€

Research and development expe. Research and development expense increasgdniifon, or 24.5%, from 2011 to 2012. This incseavas
primarily due to an increase in employee wagesadner personnel related costs of $1.6 million, 8$fillion increase in stock compensation

expenses and $0.4 million increase in other sugpusts. Headcount in our research and developrmgahization increased from 50 employee
December 31, 2011 to 59 employees at December032, 2

Sales and marketing expenseSales and marketing expense increased $5.3 midiob8.8%, from 2011 to 2012. This increase wangrily due
to a $4.1 million increase in employee wages ahdrgbersonnel costs to support corporate marketidgsales efforts, a $1.0 million increase in
stock compensation expenses, $0.4 million increasavel, $0.5 million increase in other suppoftset by a $0.7 million decrease in brand and
product launch expenses associated with the B3€l6@gse in 2011. Headcount in our sales and magkettgmnization increased from 115
employees at December 31, 2011 to 136 employdesamber 31, 2012. In particular, we expanded al@ssorce in the fourth quarter of 2012
and expect sales and marketing expense to incasabés expanded sales organization is in placthéfull year.
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General and administrative expenseGeneral and administrative expense increased $ilikrmor 27.2%, from 2011 to 2012. This increagas
due to a $2.9 million increase in employee wagesaiher personnel costs, a $0.6 million increas#daonk compensation expense, a $0.4 million
increase in outside services costs as we prepatgecbme a public company, partially offset by &8$8illion decrease in other support costs.
Headcount in our general and administrative orgditia increased from 35 employees at December@1l, & 44 employees at December 31,
2012.

Years ended December 31,

(in thousands, except percentages) 2012 2011 Change
Non-operating income (expense) elements:

Interest income $ 171 % 17 $ 154
Interest expense (84) (332) 24¢
Other income (expense), net (1,467%) (1,079 (390

Income taxes:

Provision for income taxes (627) (28%) (342)
Income (loss) before income taxes 3,52( (2,199 5,71¢
Effective tax rate % 17.8% (13.0% 30.8%

Interest income. Interest income increased $0.2 million from 2012@3d2 due to higher cash balances from the proa#feals initial public
offering and follow-on offering completed in 2012.

Interest expense. Interest expense decreased $0.2 million from 262012 as we paid all outstanding debt upon conopleif our initial public
offering.

Other income (expense), netThe $0.4 million increase in other expense from12@12012 is due to a $0.7 million increase in faarket value
of the convertible preferred stock warrants offgsets $0.2 million increase in other income and 4 $fillion decrease in foreign exchange losses.

Provision for income taxeThe $0.6 million provision on $3.5 million of pretancome in 2012 represented an effective taxohter.8%. For
2011, the provision of $0.3 million on the consatietl pretax loss of $2.2 million represented a tiegaffective rate of 13.0%. The lower-than-
normal 17.8% rate for 2012 was due primarily toithpact of the utilization of the valuation allowanon net deferred tax assets, together with
permanent tax adjustments for stock options. Tigaitine 13.0% rate for 2011 is due primarily to itherease in the valuation allowance on net
deferred tax assets, together with tax liabilittethe foreign subsidiaries.

Years ended December 31, 2011 compared to DeceBhe2010

Revenue:
Years ended December 31,
2011 2010 Change
(in thousands, except percentages) Amount Amount Amount %
Revenue
Product $ 50,32: $ 35,51¢ $ 14,80¢ 41.7%
Service 29,18: 21,28 7,894 37.1
Total revenue $ 79,50: $ 56,80: $ 22,70( 40.C

Total revenue increased $22.7 million, or 40.0%nf2010 to 2011.

Product revenue increased $14.8 million, or 41.@%011. Device revenue increased $10.4 millior88&8%, and software revenue increased
million, or 50.6%. The 2011 increase in device rexe which related entirely to our Voice Commurimatsolution, was driven by an increase in
unit sales of badges and related accessories fesnrcastomers making initial purchases, existingarasrs expanding deployments within their
facilities to new departments and users, and custoneplacing badges. The list prices for our petgldid not change substantially in 2011. The
2011 increase in software revenue was compris&@.dfmillion from acquisitions completed in the @ed half of 2010 and $2.0 million from an
increase in the sale of licenses of our Voice Comination solution to new and existing customers.
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Service revenue increased $7.9 million, or 37.1%0h1. Software maintenance and support revenueased $4.0 million, or 22.9%, and
professional services and training revenue incee&8e9 million, or 101.6%. The 2011 increase ingafe maintenance and support revenue was
primarily a result of a larger customer base bso icluded $0.4 million from acquisitions comptete the second half of 2010. The 2011
increase in professional services and trainingmegencluded $2.7 million as a result of an incegasthe number of new deployments and
expansions of our Voice Communication solution. Témaining increase in professional services aaiditrg revenue of $1.2 million was from
acquisitions completed in the second half of 2@{br to our transition to a direct sales stratemy, reseller channel primarily provided the
professional services associated with new deploysreamd expansions. We substantially expanded thecits of our professional services
organization from 32 professionals at Decembe2810 to 40 professionals at December 31, 2011.rAgooof the professional services and
training revenue recorded in 2011 was due to thepbetion of services that we were not able to catepin 2010 due to the limited size of our
staff.

Cost of revenue:

Years ended December 31,

2011 2010 Change
(in thousands, except percentages) Amount Amount Amount %
Cost of revenue
Product $ 17,46 % 12,22: % 5,24: 42.9%
Service 14,04 8,95: 5,08¢ 56.¢
Total cost of revenue $ 31507 $ 21,170 $ 10,33: 48.¢
Gross margin
Product 65.2% 65.€% (0.9%
Service 51.¢ 57.¢ (6.0)
Total gross margin 60.4 62.7 (2.9)

Cost of product revenue increased $5.2 millio28%, from 2010 to 2011. This increase was priydte to the higher product revenue. We
recorded a provision for excess inventory of the&fa Wi-Fi smartphone in 2011 due to quantitiediand exceeding forecast demand. This
resulted in a charge of $0.6 million. Excluding ehe&ess inventory charge, product gross marginddimave improved in 2011 due to lower per
unit material and manufacturing costs, largely ttumcreased unit volume.

Cost of service revenue increased $5.1 milliorg&8%, from 2010 to 2011. This increase was priydte to a $2.7 million increase in
employee wages and other personnel costs in ofegzional services organization to support growttustomer deployments. Cost of service
revenue also increased $1.3 million as a resyeasonnel costs and other expenses associateth@i#910 acquisitions. Headcount in our
services organization increased from 60 employeBgeember 31, 2010 to 71 employees at Decemb&(31,.

Operating expenses:

Years ended December 31,

2011 2010 Change
(in thousands, except percentages) Amount Amount Amount %
Operating expenses
Research and development $ 9,33t % 6,69¢ $ 2,637 39.4%
Sales and marketing 28,15: 20,95 7,19¢ 34.4
General and administrative 11,31¢ 6,72: 4,59¢ 68.3
Total operating expenses $ 48,80: $ 3437¢ § 14,42¢ 42.C

Research and development expe. Research and development expense increasgdniilon, or 39.4%, from 2010 to 2011. This incseavas
primarily due to personnel costs and other expeasssciated with the 2010 acquisitions of $1.5iomjlan increase in employee wages and other
personnel costs of $0.7 million, and a $0.4 milliscrease in outside service and development ddsedcount in our research and development
organization increased from 42 employees at DeceBhe2010 to 50 employees at December 31, 2011.
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Sales and marketing expenseSales and marketing expense increased $7.2 midiod¢.4%, from 2010 to 2011. This increase wangrily due

to a $3.2 million increase in employee wages ahdrgbersonnel costs to support corporate marketidgsales efforts, a $1.3 million increase in
expenses related to brand and product launch ezpeasd a $0.5 million increase in equipment apgplgs related expenses. Sales and mark
expenses also increased $2.2 million as a respkmsionnel costs and other expenses associateth@iff910 acquisitions. Headcount in our sales
and marketing organization increased from 95 eng@eyat December 31, 2010 to 115 employees at Dece3hp2011.

General and administrative expenseGeneral and administrative expense increased $liémmor 68.3%, from 2010 to 2011. This increagas
due to a $2.5 million increase in employee wagekaiher personnel costs, a $0.8 million increasg#ank compensation expense, and a $0.7
million increase in outside services costs as vepaned to become a public company. General andchigtrative expenses also increased $0.4
million as a result of personnel costs and otheeages due to the 2010 acquisitions. Headcountrigeneral and administrative organization
increased from 24 employees at December 31, 2038 @mployees at December 31, 2011.

Years ended December 31,

(in thousands, except percentages) 2011 2010 Change
Non-operating income (expense) elements:

Interest income $ 17 $ 33 $ (16)
Interest expense (332 (77) (25%)
Other income (expense), net (1,079 (367) (70€)

Income taxes:

(Provision for) benefit from income taxes (28E) 367 (652)
Income (loss) before income taxes (2,199 843 (3,037
Effective tax rate % (13.0% (43.5% 30.5%

Interest income. Interest income decreased slightly from 2010 tol2dde to a lower return on cash balances.
Interest expense. Interest expense increased $0.3 million from 2@12011 due to increased borrowings.

Other income (expense), netThe $0.7 million increase in other expense from®2@12011 is due primarily to the change in fairkeavalue of
the convertible preferred stock warrants.

(Provision for) benefit from income taxde 2011 tax provision of $0.3 million on the cdidated pretax loss of $2.2 million represented a
negative effective rate of 13.0%, while in 201& $0.4 million benefit for income taxes in 2010r&t income of $0.8 million represented a
negative effective rate of 43.5%. Contributors tavabenefit recorded against positive income ih@ibicluded benefits realized in 2010 related to
the release of the valuation allowance on defelardssets used to offset deferred tax liabilities we recognized as a result of the acquisitions
made in 2010. The negative 2011 rate reflecteddige factors, together with liabilities in the fgresubsidiaries.

Liquidity and capital resources

Years ended December 31,

(in thousands) 2012 2011 2010
Consolidated statements of cash flow data:

Net cash provided by operating activities $ 12,29: $ 5517 % 4,78
Net cash used in investing activities (37,539 (2,459 (9,449
Net cash provided by financing activities 102,86: 3,19¢ 4,37¢
Net increase (decrease) in cash and cash equisalent $ 77,620 $ 6,25¢ $ (289

As of December 31, 2012, we had cash and cashaqote and short-term investments of $127.5 miléiad no debt.

On April 2, 2012, we completed our initial publiffering in which we and existing stockholders s6J@27,500 shares of common stock at $16.00
per share, before underwriting discounts and cosionis. We sold 5,000,000 shares and existing stdd&ts sold an aggregate of 1,727,500
shares, including 877,500 shares as a result afrttlerwriters’ exercise of their over-allotmentiopt We recorded net proceeds of $70.5 million
from the initial public offering, after subtractiarf
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underwriters’ discounts and commissions, and affpexpenses incurred in both 2011 and 2012. Weadlideceive any proceeds from the sale of
shares by existing stockholders in our initial pribffering.

On September 12, 2012, we completed a foltmwpublic offering in which we and existing stoclders sold 5,548,750 shares of common sto
$28.75 per share, before underwriting discountscamamissions. We sold 1,337,500 shares and existoakholders sold an aggregate of
4,211,250 shares, including an aggregate of 723Mafes as a result of the underwriters' exerdifeeor over-allotment option. We received net
proceeds of approximately $36.0 million, after detidhg underwriting discounts and commissions am@ioexpenses of the offering. We did not
receive any proceeds from the sale of shares Isyimxistockholders in our follow-on public offering

We have also financed a portion of our operatiorsacquisitions with term loans, equipment linesreflit and revolving lines of credit. In
January 2009, we entered into a loan and secigigeaent with Comerica Bank, N.A., or Comerica,chihvas subsequently amended in
February 2010 and December 2010. These amendnesetsed the working capital line of credit for $m0lion, and increased the term loan
facility from $2.0 million to $5.0 million. In Apti2012, we used a portion of the proceeds fromimtial public offering to pay in full the
outstanding revolving line of credit of $4.5 milli@nd the outstanding term loan balance of $3.BamilWe allowed this line of credit to expire
April 2012.

Proceeds from transfers of our sales-type leasesrtbparty financial companies are allocated fstwthe net investment in sales-type leases anc
the executory cost component for remaining seretilgations based on relative present value. Tfferdince between the amount of proceeds
allocated to the net investment in lease and thging value of the net investment in lease isudeld in product revenue. Proceeds allocated to
the executory cost component are accounted fanasding liabilities.

We are not a capitahtensive business, nor do we expect to be inuhed. During 2012, 2011 and 2010, our purchasgsagferty and equipme
were $2.6 million, $2.4 million and $0.7 milliorespectively. The expenditures in 2012 included @sgto date on our ERP implementation, as
well as spending to support headcount growth wathguter and equipment needs and the build outdifiadal leased space available in April
2013. The expenditures in 2011 primarily relatetttsehold improvements and computer equipmentgpast the increase in our headcount and
B3000 production equipment.

We believe that our existing sources of liquidityl watisfy our anticipated working capital and taprequirements for at least the next 12 mot
Our future liquidity and capital requirements vadépend upon numerous factors, including our ratg@ivth, the rate at which we add personnel
to generate and support future growth, and potefutiare acquisitions.

In the future, we may seek to sell additional ggsécurities or borrow funds. The sale of additi@tpuity or convertible securities may result in
additional dilution to our stockholders. If we miadditional funds through the issuance of dehirtés or other borrowings, these securities or
borrowings could have rights senior to those of@mmon stock and could contain covenants thatlcagtrict our operations. Any required
additional capital may not be available on reastmtdyms, if at all.

Operating activities

Cash provided by operating activities was $12.3ionilin 2012, due in part to net income in 20122f9 million, based on 3.3% higher gross
margins on a 27% increase in revenues. Operatsigftav also excludes the following non-cash itethe: mark-to-market valuation of preferred
stock warrants of $1.6 million prior to our initigliblic offering, depreciation and amortizatiorsdf 7 million, amortization of intangible assets of
$0.9 million and stock-based compensation of $4lBom, which was higher in 2012 due to the higheantity and fair value of stock option and
RSU grants. Additional operating cash inflows wgeeerated by the $5.8 million increase in deferes@nues and $3.3 million increase in
accrued liabilities, both driven by our continuagimess growth. These items were partially offgebferating cash outflows of $5.9 million for
the growth-driven increase in accounts receivegle? million for the increase in prepaid expensasather current assets, and $1.1 million for
the decrease in accounts payable. We expect accgagivable balances will fluctuate over time aelireg on the timing of product shipments
within the given period.

Cash provided by operating activities was $5.5iamlin 2011, which was primarily due to an increasdeferred revenue of $6.3 million as a
result of the increase in sales in 2011, the changecounts payable of $3.0 million, an increasadcrued liabilities of $0.9 million, stock-based
compensation expense of $1.5 million, changesarvéiuation of preferred stock warrants and oplihilities of $1.4 million, amortization of
intangible assets of $1.0 million and depreciatiad amortization of $1.0 million. This was offsgtdnet loss of $2.5 million and change in
accounts receivable of $6.7 million due to theéase in volume and the timing of product shipmdaoting 2011. Inventory increased $1.1
million in 2011 as we began transitioning to thédB@ badge.

Cash provided by operating activities was $4.8iamilin 2010, which was primarily attributable tat irecome of $1.2 million plus stock-based
compensation expense of $0.5 million, changesarvétuation of warrant and option liabilities of.40nillion, depreciation and amortization of
$0.7 million, amortization of intangible assets6f2 million and net changes in
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current assets and liabilities of $1.7 million. éméory increased $1.7 million in 2010 as we eletbellild inventory prior to our transition to a
new contract manufacturer.

Investing activities

Cash used in investing activities was $37.5 miliim2012, which was primarily attributable to therghase of short-term investments of $104.9
million, net of maturities received of $69.9 miltioplus the purchase of property and equipmenteasthold improvements of $2.5 million.

Cash used in investing activities was $2.5 millie2011, which was primarily attributable to therghase of property and equipment and
leasehold improvements related to expansion otorporate offices. Our purchases of property andpagent during the year were higher than
normal as we expanded our leasehold improvemedtpm@cured additional computer equipment to supiherincrease in headcount. We also
invested in manufacturing tools and equipment fgpstt our newly introduced B3000 badge.

Cash used in investing activities was $9.4 miliio2010, which was primarily attributable to the&anillion in cash, net of cash received, used
for four acquisitions we completed in the last fowwnths of 2010, and the purchase of property gngpeent in the amount of $0.7 million.

Financing activities

Cash provided by financing activities was $102.9iomi in 2012, which was primarily attributable tioe net proceeds received from our initial
public offering of $72.1 million and the net prodsdrom our follow-on offering of $36.0 million, gally offset by the $8.3 million repayment of
our credit facility and term loan. Additional finging activities that contributed cash included $1illion of proceeds from the exercise of stock
options and $1.1 million of cash received for fetexecutory costs for lease-related performandgatiins.

Cash provided by financing activities was $3.2imnllin 2011, which was primarily attributable t&2.9 million net increase in debt and
$1.8 million in proceeds from the exercise of stopkions and preferred stock warrants offset b $illion of expenses related to our initial
public offering. In June 2011, we drew $4.5 million the revolving line of credit for general corgiar purposes as we added headcount and
continued to invest in our operations for futurewgth.

Cash provided by financing activities was $4.4 imillin 2010, which was primarily attributable t&23.1 million net increase in debt and $1.2
million in proceeds from the exercise of stock ops. The net increase in debt included a new $8l@mterm loan used to partially finance the
four acquisitions during 2010.

Contractual obligations

The following table summarizes our contractual gediions as of December 31, 2012:

Lessthan 1 More than
(in thousands) Total year 1-3 years 3-5 years 5years
Operating leased $ 5021 $ 153 $ 3,02t % 47C  $ —
Non-cancelable purchase commitméefits 4,12 4,12 — — —
Total $ 9,45 $ 5,65t $ 3,028 % 47C % =

(1) Consists of contractual obligations from reamcelable office space under operating le
(2) Consists of minimum purchase commitments with adependent contract manufacturer and other vei

As of December 31, 2012, we had $151,000 of nedrded tax liabilities and $183,000 from uncertaix positions, both recorded within other
long-term liabilities. The timing and amounts of/grayments which could result from the net defeteediabilities and unrecognized tax benefits
will depend upon a number of factors. Accordinghg timing and amounts of any eventual payment aioe estimated for inclusion in the table
above. We do not expect a significant tax paymelated to these obligations to occur within thetrig&months. Such tax contingencies are
separately disclosed and discussed in Note 13.

Off-balance sheet arrangements

During 2012, we did not have any relationships witiconsolidated organizations or financial parthigs such as structured finance or special
purpose entities that would have been establishetthé purpose of facilitating off-balance sheetagements or other contractually narrow or
limited purposes.
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Critical accounting policies and estimates

The preparation of our consolidated financial stegets requires us to make estimates and assumfhiataffect the amounts reported in the
consolidated financial statements and accompampaes. We evaluate our estimates on an ongoing,hasluding those related to revenue
recognition, stock-based compensation, accountingudsiness combinations and the provision fornmedaxes. We base our estimates and
judgments on our historical experience, knowledgactors affecting oubusiness and our belief as to what could occunerfature considering
available information and assumptions that we kielite be reasonable under the circumstances.

The accounting estimates we use in the preparafionr consolidated financial statements will chaag events occur, more experience is
acquired, additional information is obtained and aperating environment changes. Changes in esigvaae made when circumstances warrant.
Such changes in estimates and refinements in d@giimaethodologies are reflected in our reportesdiits of operations and, if material, the
effects of changes in estimates are disclosedeimtties to our consolidated financial statementghBir nature, these estimates and judgment
subject to an inherent degree of uncertainty anabhoesults could differ materially from the amtsireported based on these estimates.

While our significant accounting policies are mariy described in Note 1 of the “Notes to our colidated financial statements” included in
Item 8, “Financial Statements and SupplementanaDate believe the following reflects our critiGcounting policies and our more significant
judgments and estimates used in the preparationrdinancial statement

Revenue recognitiol

We derive revenue from the sales of communicatamgbs, smartphones, perpetual software licensesfovare that is essential to the
functionality of the communication badges, softwar@ntenance, extended warranty and professiondates. We also derive revenue from the
sale of licenses for software that is not essettitthe functionality of the communication badgeswell as certain subscription-based revenues.
Sales tax is excluded from reported total revenue.

Revenue is recognized when all of the below ceatare met:

» there is persuasive evidence that an arrangeex&sts, in the form of a written contract, amendtado that contract, or purchase orders from
a third party;

» delivery has occurred or services have been redj
» the price is fixed or determinable after evaluatimg risk of concession; a
» collectability is reasonably assured based on cust@reditworthiness and past history of collec

A typical sales arrangement involves multiple eletagsuch as sales of communications badges, peiEetfitware licenses, professional services
and maintenance services which entitle customeausdpecified upgrades, bug fixes, patch releasgsedephone support. Revenue from the sale
of communication badges and perpetual softwaradies is recognized upon shipment or delivery attiséomers’ premises as the contractual
provisions governing sales of these products donotde any provisions regarding acceptance, pedoce or general right of return or
cancellation or termination provisions adversefgeting revenue recognition. Revenue from the ghlaaintenance services on software licenses
is recognized over the period during which the ises/are provided, which is generally one year.eReae from professional services is recogn
either on a fixed fee basis based on milestones artime and materials basis as the servicesravidpd, both of which generally take place over
a period of two to twelve weeks.

For contracts that were signed prior to JanuaB010 and were not materially modified after thakdae recognize revenue on such
arrangements in accordance with the discussionruhdeuthoritative guidance for Software Revenaedgnition for all elements under such
arrangements, as our software licenses sold agfsuth multiple element arrangements are corsidessential to the functionality of the
communications system. The arrangement considaretiallocated between each element in a multiglment arrangement based on vendor-
specific objective evidence, or VSOE, of fair valu¢e applied the residual method whereby only #ievialue of the undelivered element, based
on VSOE, is deferred and the remaining residualdeecognized when delivered. We established V8&f&ir value for maintenance services
based on actual renewal rates. The VSOE of fairevidr professional services is based on the dtagyed for those services when sold
independently from a software license.

In October 2009, the Financial Accounting Stand&dard, or the FASB, amended the guidance for nexeacognition for tangible products
containing software components that function togetb deliver the products essential functionadityl also amended the accounting guidance for
multiple element arrangements. We concluded thit fiandards were applicable to our products arashgements and elected to early adopt
these standards on a prospective basis for rev@naiegements entered into or materially modifigdrafanuary 1, 2010. Under the new guidance,
tangible products, containing both software and-saftware components that function together toveela tangible product’s essential
functionality, will no longer be subject to softwarevenue accounting.
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The amended guidance for multiple element arrangésne

» provides updated guidance on whether multipleel@bles exist, how the deliverables in an areamgnt should be separated and how the
consideration should be allocated;

* requires an entity to allocate revenue in an aearent using best evidence of selling price, or BES#Pvendor does not have vendor spe
evidence, or VSOE, of fair value or third partydamce, or TPE, of fair value; and

« eliminates the use of the residual method and re@ui entity to allocate revenue using the rela@léng price metho

Under the new guidance, tangible products andgbkerdial software licenses that work together witth tangible products to provide them their
essential functionality are now not subject towafe revenue recognition accounting rules (nonasoft elements), while nonessential software
licenses are still governed under software reveacegnition rules (software elements). In such iplgltelement arrangements, we first allocate
the total arrangement consideration based on tatveselling prices of the software group of edens as a whole and to the non-software
elements. For our multiple-element arrangementsaliveate revenue to each element based on agspliice hierarchy at the arrangement
inception. The selling price for each element isdohupon the following selling price hierarchy: iS@available, third party evidence, or TPE
VSOE is not available, or best estimate of selprige, or BESP, if neither VSOE nor TPE are avddal/e then further allocate consideration
within the software group to the respective elemerithin that group following the authoritative dance for software revenue recognition and
our policies as described above.

We allocate revenue to all deliverables based ein thlative selling prices, which for the majorafour products and services is based on VSOE
of fair value. We have established VSOE of faiuealor our communication badges, smartphones, aaftmaintenance, extended warranty and
professional services. VSOE of fair value is essaield based on selling prices when the elementsoddeseparately and such selling prices fall
within a relatively narrow band or through actuaintenance renewal rates. We establish best evedereelling price, or BESP, considering
multiple factors including normal pricing and diseting practices, which considers market conditigmernal costs and gross margin objectives.
We established BESP for perpetual licenses basedrange of actual discounts off list price, asabtial selling prices for perpetual licenses fall
within a relatively narrow range.

Each element is accounted for as a separate uadtcolunting provided the following criteria are mbe delivered products or services have value
to the customer on a standalone basis and, forangement that includes a general right of retelative to the delivered products or services,
delivery or performance of the undelivered producservice is considered probable and is substgntiantrolled by us. We consider a

deliverable to have standalone value if the produskrvice is sold separately by us or anothedeear could be resold by the customer. Further,
our revenue arrangements do not include a gerighdlaf return. We limit the amount of revenue rgaized for delivered elements to an amount
that is not contingent upon future delivery of didaial products or services or meeting of any dptperformance conditions. The adoption of
the amended revenue recognition guidance did sattrim any significant changes to the individualigkerables to which we allocate revenue as
the fair value for most of the deliverables is lohge VSOE, or the timing of revenue recognized ftbmindividual deliverables.

We also derive revenue from the provision of hosedices on a subscription basis and softwarelsudér term licenses. Revenue from the sale
of these products and services are not sold a®partiltiple element arrangements and such arraeg&srare recognized ratably over the term of
the arrangement.

A portion of the Company's sales are made througlti-year lease agreements with customers. Whesetherangements are considered sales-
type leases, upon delivery of leased products $tocers, the Company recognizes revenue for suhupts in an amount equal to the net pre
value of the minimum lease payments. Unearned iedsmecognized as part of product revenue undeeffiective interest method. The
Company recognizes revenue related to executotyg edsen such executory costs are incurred.

Proceeds from transfers of sales-type leasesrtbplairty financial companies are allocated betwbemet investment in sales-type leases and the
executory cost component for remaining servicegaltions based on relative present value. The diffeg between the amount of proceeds
allocated to the net investment in lease and thging value of the net investment in lease isudeld in product revenue. Proceeds allocated to
the executory cost component are accounted fanasding liabilities.

Stock-based compensation

Stock options

We record all stock-based awards, which consistaifk option grants, at fair value as of the gdaie and recognize the expense over the
requisite service period (generally over the vesgiariod of the award). The expenses relatingesdlawards have been reflected in our financial
statements. Stock options granted to our employestsover periods of 12 to 48
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months. With the exception of stock options grartecbnnection with the acquisition of ExperiaHbalivhich vested upon certain milestones
being met, stock options granted to non-employeegiglly vest on the date of grant.

We use the Black-Scholes option-pricing model foudate the fair value of stock options on themugrdate. This model requires the following
major inputs: the estimated fair value of the utyleg common stock, the expected life of the optithre expected volatility of the underlying
common stock over the expected life of the optiba,risk-free interest rate and expected dividdaattly The following assumptions were used for
each respective period for employee stock-basegensation:

Years ended December 31,

2012 2011 2010
Expected term (in years) 5.23-5.60 5.49-5.73 5.77
Volatility 47.9% - 48.7% 44.7% - 47.6% 44.0% - 44.5%
Risk-free interest rate 0.72% - 1.03% 0.98% - 2.48% 1.90% - 2.63%
Dividend yield 0.0% 0.0% 0.0%

At December 31, 2012, there was $7.2 million ofemognized net compensation cost related to optidnsh is expected to be recognized over a
weighted-average period of 2.69 years. We did remigany non-employee options in the twelve moetided December 31, 2012.

The Company bases the risk-free rate for the eggeerm of options on the U.S. Treasury Constantikity Rate as of the grant date. The
computation of expected life was determined basetthe historical exercise and forfeiture behavioow employees, giving consideration to the
contractual terms of the stotlased awards, vesting schedules and expectatiduticé employee behavior. The expected stock pratatility for
our common stock was estimated based on the toataolatility of a group of comparable companiesthe same expected term of our options.
The comparable companies were selected based ostinénd market capitalization data. We assumediitfidend yield to be zero, as we have
never declared or paid dividends and do not expet so in the foreseeable future.

Stock-based compensation expense is recognized basestraight-line amortization method over #sgpective vesting period of the award and
has been reduced for estimated forfeitures. Wenattid the expected forfeiture rate based on otorfdal experience, considering voluntary
termination behaviors, trends of actual award farfes, and other events that will impact the fivdfie rate. To the extent our actual forfeituresrat
is different from our estimate, the stock-based pensation expense is adjusted accordingly.

Restricted Stock Uni

During the year ended December 31, 2012, we begamngorating restricted stock units as an eleméatiocompensation plans. Beginning in
May 2012, we granted certain employees restridizkaunits, which vest one third on the first aramsary of the grant, one third on the second
anniversary of the grant and one third upon thel thnniversary of the grant. We did not grant astricted stock units prior to May 2012.

Goodwill and intangible assets

We allocate the purchase price of any acquisitiortangible assets and liabilities and identifiabtangible assets acquired. Any residual purc
price is recorded as goodwill. The allocation & purchase price requires management to makeisgmiestimates in determining the fair val

of assets acquired and liabilities assumed, edhewigh respect to intangible assets. These esémare based on information obtained from
management of the acquired companies and histaxgadrience. These estimates can include, butad@mited to, the cash flows that an asset is
expected to generate in the future, and the cesigmexpected to be derived from acquiring anta3$ese estimates are inherently uncertain and
unpredictable, and if different estimates were ukedourchase price for the acquisition could becated to the acquired assets and liabilities
differently from the allocation that we have maliteaddition, unanticipated events and circumstantag occur which affect the accuracy or
validity of such estimates, and if such events peeimay be required to record a charge againstah® ascribed to an acquired asset or an
increase in the amounts recorded for assumeditiabil

Goodwill

Goodwill is tested for impairment at the reportingt level at least annually as of September 3@timore often if events or changes in
circumstances indicate the carrying value may eatelsoverable. No impairment was recorded in 20021 or 2010. As of December 31, 2012,
no changes in circumstances indicate that goodwaillying values may not be recoverable. Applicatibthe goodwill impairment test requires
judgment. Circumstances that could affect the wednaf goodwill include, among other things, arsfggant change in our business climate .
the buying habits of our customers along with
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changes in the costs to provide our products arnvites. We have identified two operating segmeRtsquct and Service) which we also cons
to be reporting units. For the 2012 goodwill impaént test, we used the qualitative assessment fpednainder recent accounting guidance, and
concluded there was no goodwill impairment, withprdgceeding to Steps 1 and 2 of the quantitatiyeageh.

Intangible asset

In connection with the acquisitions we made in 204€ recorded intangible assets. We applied amiecapproach to determine the values of
these intangible assets. The income approach nesathe value of an asset based on the future kkagh if is expected to generate over its
remaining life. The application of the income agmo requires estimates of future cash flows baped,.among other things, certain assumptions
about expected future operating performance arappropriate discount rate determined by our managerm applying the income approach,
used the excess earnings method to value our castetationships and in-process research and dawelot intangible assets and the relief from
royalty method to value our developed technology ade name intangible assets. We used the withagthout method to value a non-compete
intangible asset. The cash flows expected to bergéd by each intangible asset were discountdgeiopresent value equivalent using rates
believed to be indicative of market participantdisnt rates.

Intangible assets are amortized over their estidnaseful lives. Upon completion of development,uacd in process research and development
assets are generally considered amortizable, finiéel assets and are amortized over their estinaseful lives. Finite-lived intangible assets
consist of customer contracts, trademarks and nompete agreements. We evaluate our intangiblesafssatnpairment by assessing the
recoverability of these assets whenever adversg®ee changes in circumstances or business climdigate that expected undiscounted future
cash flows related to such intangible assets mapeagufficient to support the net book value affrsassets. An impairment is recognized in the
period of identification to the extent the carryiggount of an asset exceeds the fair value of assbt. No impairment of intangible assets was
recorded in 2012, 2011 or 2010.

Significant judgments required in assessing theaimpent of goodwill and intangible assets includke identification of reporting units,
identifying whether events or changes in circumstarrequire an impairment assessment, estimatingefaash flows, determining appropriate
discount and growth rates and other assumptiorsn@ds in these estimates and assumptions couldiafigtaffect the determination of fair val
as to whether an impairment exists and, if soatheunt of that impairment.

Income taxes

We use the asset and liability method of accourfingncome taxes. Under this method, we recor@émedl income taxes based on temporary
differences between the financial reporting ando@ases of assets and liabilities and use enactedtts and laws that we expect will be in effect
when we recover those assets or settle thoseitiedjlas the case may be, to measure those taxemses where the expiration date of tax
carryforwards or the projected operating resulticiate that realization is not likely, we provide & valuation allowance. Valuation allowances
are established when necessary to reduce defexedbsets to the amounts expected to be realized.

We have deferred tax assets, resulting from dealedemporary differences that may reduce taxatdeme in future periods. A valuation
allowance is required when it is more likely than that all or a portion of a deferred tax assditwat be realized. In assessing the need for a
valuation allowance, we estimate future taxableine, considering the feasibility of ongoing taxspiang strategies and the realizability of tax
loss carryforwards. Valuation allowances relateddferred tax assets can be impacted by changes laws, changes in statutory tax rates and
future taxable income levels. If we were to detaerthat we would not be able to realize all or aipo of our deferred tax assets in the future, we
would reduce such amounts through a charge to iadorthe period in which that determination is madenversely, if we were to determine that
we would be able to realize our deferred tax asadtee future in excess of the net carrying amsunwe would decrease the recorded valuation
allowance through an increase to income in theoddn which that determination is made. Due toahmunt of net operating losses available for
income tax purposes through December 31, 2012 ageatfull valuation reserve against our deferrechtsets. We continue to evaluate the
realizability of our U.S. and Canadian deferredadasets. If our financial results improve, we wéfhssess the need for a full valuation allowance
each quarter and, if we determine that it is mikedyl than not the deferred tax assets will beizedl, we will adjust the valuation allowance.

At December 31, 2012, we had a valuation allowagzenst net deferred tax assets of $21.5 milliohil&\ive are encouraged by the pretax profit
earned in 2012 and by the favorable trend of aarfcial results, management believes it is apprtgto obtain confirmatory evidence that the
improvement in our results of operations is sustai®, and that realization of at least some ofiiferred income tax assets is more likely than
not, before reversing a portion of the valuatidowénce to earnings.
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We intend to review on a quarterly basis our cosiolis about the appropriate amount of its defdmedme tax asset valuation allowance. If we
continue to generate profits in 2013 and beyond,likely that the US valuation allowance positisifi be reversed in the foreseeable future. We
expect a significant benefit to be recorded ingbgod the valuation allowance reversal is recomteda significantly higher effective tax rate in
periods following the valuation allowance reversal.

In the ordinary course of business, there is infitaracertainty in quantifying our income tax pasis. We assess our income tax positions and
record tax benefits for all years subject to exatiam based upon our management’s evaluation dattie, circumstances and information
available at the reporting date. For those taxtipos where it is more likely than not that a tanbfit will be sustained, we have recorded the
highest amount of tax benefit with a greater th@®b3ikelihood of being realized upon ultimate setient with a taxing authority that has full
knowledge of all relevant information. For thosedme tax positions where it is not more likely timen that a tax benefit will be realizable, no
benefit has been recognized in our financial statem

We include interest and penalties with income tatethe accompanying statement of operations. &uyéars after 2008 are subject to tax
authority examinations. Additionally, our net op@rg losses and research credits prior to 2013@bgect to tax authority adjustment.

Recently issued accounting guidance

In June 2011, the FASB issued new disclosure guilaglated to the presentation of the statemetdwiprehensive income. This guidance
eliminated the previous option to report other coghpnsive income, or OCI, and its components ircémsolidated statement of stockholders’
equity. The requirement to present reclassificagidjustments out of accumulated other comprehemsteene on the face of the consolidated
statement of income was deferred by FASB in Decer2d&l. We adopted these accounting standardgieéfelanuary 1, 2012; the adoption of
these standards did not have any material impaotiofinancial position or our results of operaiom February 2013, the FASB resolved the
deferred guidance on OCI reclassifications witlea mule effective in the first quarter of 2013, walinis not expected to have any material impact.
The latest rule on OCI reclassifications does aqtiire any new disclosure not already required ub@&GAAP, but limits the alternatives to the
face of the income statement or the notes, witeszreference to other notes in certain circumstance

In September 2011, the FASB issued new accountifdpagce that simplifies goodwill impairment testhe new guidance states that a
“qualitative” assessment may be performed to deterwhether further impairment testing is necessanyentity will no longer be required to
calculate the fair value of a reporting unit unlgs entity determines, based on a qualitativesassent, that it is more likely than not that thie fa
value of the reporting unit is less than its cargyamount. Prior to the amendment, entities wegaired to test goodwill for impairment, on at
least an annual basis, by first comparing thevialne of a reporting unit with its carrying amountluding goodwill. If the fair value of a
reporting unit is calculated as being less thanatsying amount, then the second step of the gatiné test is to be performed to measure the
amount of impairment loss, if any. We adopted #tisounting standard effective January 1, 2012atloption of this standard did not have a
material impact on our financial position or reswf operations

We qualify as an “emerging growth company” pursuarthe provisions of the JOBS Act, enacted on &prR2012. Section 102 of the JOBS Act
provides that an "emerging growth company” can takeantage of the extended transition period peavid Section 7(a)(2)(B) of the Securities
Act for complying with new or revised accountingralards. However, we have chosen to “opt out” ohsxtended transition period, and as a
result, we will comply with new or revised accougtistandards on the relevant dates on which adopfisuch standards is required for non-
emerging growth companies. The decision to opbbtiie extended transition period is irrevocable.

In July 2012, the FASB issued amended guidancesthgtlifies how entities test indefinite-lived imigible assets other than goodwill for
impairment. After an assessment of certain quaédactors, if it is determined to be more likéhan not that an indefinite-lived asset is
impaired, entities must perform the quantitativ@@nment test. Otherwise, the quantitative tespisonal. The amended guidance is effectiv
annual and interim impairment tests performed igmdl years beginning after September 15, 2012 eatly adoption permitted. The adoption of
this guidance is not expected to have a materiphohon our financial position or results of opienag.

Iltem 7A. Quantitative and Qualitative Disclosures about Marlet Risk

The primary objective of our investment activitiego preserve principal while at the same time imi&ing yields without significantly increasit
risk. To achieve this objective, historically weshanvested in money market funds. With the prosdesim our two public offerings in 2012, we
have invested in a broader portfolio of high cregility short-term securities. To minimize the esyre due to an adverse shift in interest rates,
we maintain an average portfolio duration of onarya less.
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During the six months ending December 31, 2012 aveesl $145,000 of interest income on our cash atgnv and short-term investment
portfolio, averaging approximately an annual prettarn of 0.3%. Therefore, in the future, if sianiinvested balances prevailed, a decline in
market interest rates from 0.3% to zero would reduer annual interest income by approximately $@ilBon.

Historically our operations have consisted of resdeand development and sales activities in theddrtates. As a result, our financial results
have not been materially affected by factors sigcbhanges in foreign currency exchange rates araaiz conditions in foreign markets. In the
fourth quarter of 2010, we acquired Wallace Wirglésc., a company based in Toronto, Canada. Ad#te of acquisition, this company had 16
employees. We expect to generate future revenu@éandfuture expenses associated with operatimgCamadian subsidiary relating to this
acquisition. We are developing plans to expandmternational presence. Accordingly, we expect thatexposure to changes in foreign curre
exchange rates and economic conditions will inaéaguture periods.
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Report of independent registered public accountindirm

To The Board of Directors and Stockholders
of Vocera Communications, Inc.:

In our opinion, the accompanying consolidated badasheets and the related consolidated statemiespeK@tions, of stockholders' equity
(deficit), comprehensive income (loss) and casidlpresent fairly, in all material respects, thmaficial position of Vocera Communications, Inc.
and its subsidiaries at December 31, 2012 and Deeef1, 2011, and the results of their operationkthaeir cash flows for each of the three y

in the period ended December 31, 2012 in conformity accounting principles generally acceptechim nited States of America. These
financial statements are the responsibility of@oenpany's management. Our responsibility is to@sgan opinion on these financial statements
based on our audits. We conducted our audits skth@mtements in accordance with the standardie ¢fublic Company Accounting Oversight
Board (United States). Those standards requireatbatlan and perform the audit to obtain reasonasdeirance about whether the financial
statements are free of material misstatement. Alit ancludes examining, on a test basis, evidenpparting the amounts and disclosures in the
financial statements, assessing the accountingiptas used and significant estimates made by neanagt, and evaluating the overall financial
statement presentation. We believe that our apdigide a reasonable basis for our opinion.

/sl PRICEWATERHOUSECOOPERS LLP

San Jose, California
March 12, 2013
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Vocera Communications, Inc.

Consolidated Balance Sheets
(In Thousands, Except Share and Par Amounts)

December 31,

2012 2011
Assets
Current assets
Cash and cash equivalents $ 92,52: $ 14,89¢
Short-term investments 34,98¢ —
Accounts receivable 21,69: 15,78:
Other receivables 55C 86%
Inventories 2,772 3,36:
Restricted cash 304 30:¢
Prepaid expenses and other current assets 2,50¢ 2,851
Total current assets 155,33 38,06:
Property and equipment, net 3,631 2,701
Other long-term assets 49t 33¢
Intangible assets, net 2,261 3,141
Goodwill 5,57¢ 5,57¢
Total assets $ 167,30' $ 49,81¢
Liabilities, convertible preferred stock and stocklolders' equity (deficit)
Current liabilities
Accounts payable $ 2,85¢ % 4,081
Product warranty 297 98¢
Accrued payroll and other accruals 11,45° 10,14:
Deferred revenue, current 22,45: 18,22(
Borrowings, current — 6,50(
Total current liabilities 37,05¢ 39,93
Deferred revenue, long-term 5,88: 4,27:
Borrowings, long-term — 1,83:
Other long-term liabilities 1,23¢ 165
Total liabilities 44,18( 46,20«

Commitments and contingencies (Note 9)

Convertible preferred stock; $0.0003 par value simares and 26,013,736 shares authorized as ofribece

31, 2012 and December 31, 2011, respectively; ardol2,171,980 issued and outstanding shares as of

December 31, 2012 and December 31, 2011, resplgctive — 53,01

Stockholders' equity (deficit)
Preferred stock, $0.0003 par value - 5,000,000zanal shares authorized as of December 31, 2012 and
December 31, 2011, respectively; no shares issugdatstanding — —

Common stock, $0.0003 par value - 100,000,000 shaard 30,423,297 shares authorized as of Decertiber 3
2012 and December 31, 2011, respectively; 24,28%88 3,780,490 issued and outstanding shares as of

December 31, 2012 and December 31, 2011, resplgctive 7 1
Additional paid-in capital 177,08: 7,461
Accumulated other comprehensive income 5 —
Accumulated deficit (53,96%) (56,86)
Total stockholders’ equity (deficit) 123,12! (49,399
Total liabilities, convertible preferred stock astdckholders’ equity (deficit) $ 167,301 $ 49,81t

The accompanying notes are an integral part ottfirancial statements.
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Vocera Communications, Inc.

Consolidated Statements of Operations
(In Thousands, Except Per Share Amounts)

Years ended December 31,

2012 2011 2010
Revenue
Product $ 65,02¢ $ 50,32: $ 35,51¢
Service 35,92¢ 29,18: 21,28:
Total revenue 100,95 79,50: 56,80:
Cost of revenue
Product 21,55: 17,46" 12,22:
Service 15,07( 14,04: 8,95:
Total cost of revenue 36,62: 31,50° 21,17¢
Gross profit 64,33¢ 47,99¢ 35,62¢
Operating expenses
Research and development 11,61¢ 9,33t 6,69¢
Sales and marketing 33,43 28,15 20,95!
General and administrative 14,39( 11,31¢ 6,72
Total operating expenses 59,44( 48,80: 34,37:
Income (loss) from operations 4,89¢ (80€) 1,25¢
Interest income 171 17 33
Interest expense (84) (332) (77)
Other income (expense), net (1,467 (1,079 (367)
Income (loss) before income taxes 3,52( (2,194 84:
(Provision for) benefit from income taxes (627) (285) 367
Net income (loss) $ 2,89 % 2,479 $ 1,21(
Less: undistributed earnings attributable to pguditng securities (1,36¢) — (1,210
Net income (loss) attributable to common stockheide $ 1527 $ (2,479 $ —
Net income (loss) per share attributable to comstookholders
Basic and diluted $0.08 $(0.74) $0.00
Weighted average shares used to compute net inoss} per share attributable to
common stockholders
Basic 17,97¢ 3,37( 2,22:
Diluted 20,60¢ 3,37( 2,84¢

The accompanying notes are an integral part oktlirancial statements.
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Vocera Communications, Inc.

Consolidated Statements of Comprehensive Income (ks)
(In Thousands)

Years ended December 31,

2012 2011 2010
Net income (loss) $ 2,89: $ (2,479 $ 1,21(
Other comprehensive gain, net:
Unrealized gain on investments, net of tax 5 — —
Comprehensive income (loss) $ 2,89t $ (2479 % 1,21(

The accompanying notes are an integral part okthirancial statements.
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Vocera Communications, Inc.

Consolidated Statements of Stockholders' Equity (Oieit)
(In Thousands, except share and per share amounts)

Accumulated

Common stock Additional cgrtr?grre- stoc-ll;ﬁfllliers‘
paid-in hensive Accumulated equity
Shares Amount capital gain deficit (deficit)

Balance at December 31, 2009 2,056,21' $ 183 2,21¢ — % (55,59 $ (53,379
Exercise of stock options 324,941 — 357 — — 357
Non-employee stock-based compensation expense — — 1 — — 1
Employee stock-based compensation expense — — 507 — — 507
Stock options issued with acquisition — — 54 — — 54
Common stock issued in conjunction with businesgisitions 395,92¢ — 87¢ — — 87¢
Net income — — — — 1,21C 1,21C
Balance at December 31, 2010 2,777,09. $ 13 4,017 — % (54,387 $ (50,369
Exercise of stock options 1,005,36! — 1,22¢ — — 1,22¢
Vesting of early exercised stock options — — 217 — — 217
Non-employee stock-based compensation expense — — 457 — — 457
Employee stock-based compensation expense — — 1,001 — — 1,001
ExperiaHealth performance awards — — 54¢ — — 54¢
Repurchase of early exercised options (2,970 — 4 — — 4)
Net loss — — — — (2,479 (2,479
Balance at December 31, 2011 3,780,491 $ 13 7,461 — % (56,867 $ (49,399
Conversion of preferred stock to common stock 12,937,75 4 53,35: — — 53,35¢
Issuance of common stock upon initial public offgri 5,000,001 2 70,53¢ — — 70,53t
Issuance of common stock upon follow-on offering 1,337,501 — 35,97 — — 35,97
Reclassification of preferred stock warrant liailnto
additional paid-in capital upon initial public offeg — — 3,141 — — 3,141
Exercise of stock options 1,073,73: — 1,68¢ — — 1,68¢
Vesting of early exercised stock options — — 307 — — 307
Cashless exercise of common stock warrants 78,48’ — — — — —
Issuance of restricted stock awards 24,15: — — — — —
Non-employee stock-based compensation expense — — 29 — — 29
Employee stock-based compensation expense — — 4,20: — — 4,20:
Income tax benefits from employee stock plans — — 40€ — — 40€
Repurchase of early exercised options (2,755 — (10) — — (10)
Net income — — — — 2,89: 2,89:
Change in unrealized gain on available-for-saleisges — — 5 — 5
Balance at December 31, 2012 24,229,35 $ 7% 177,08 $ 5 % (53,969 $ 123,12¢

The accompanying notes are an integral part ottfirancial statements
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Vocera Communications, Inc.

Consolidated Statements of Cash Flows
(In Thousands)

Years ended December 31,

2012 2011 2010
Cash flows from operating activities
Net income (loss) $ 289 % (2,479 % 1,21(
Adjustments to reconcile net income (loss) to mshrovided by operating activities:
Depreciation and amortization 1,742 1,00¢ 73z
Amortization of purchased intangibles 87:% 1,00€ 22¢
Non-cash interest income (18 — —
Loss on disposal of property and equipment 27 — —
Bad debt (recovery) expense — (20 10
Inventory provision 224 562 —
Stock-based compensation expense 4,20: 1,001 507
Non-employee stock-based compensation expense 29 457 1
Excess tax benefits from employee stock plans rabiog (325) — —
Change in fair value of warrant liability 1,631 981 32t
Change in fair value of option liability — 45( 99
Changes in assets and liabilities, net of effectonfuisitions:
Accounts receivable (5,91¢) (6,670 (1,57))
Other receivables 417 (74) (227)
Inventories 367 (1,109 (1,677)
Prepaid expenses and other current assets (1,199 (©)] (495)
Other long term assets (15€) (259 13
Accounts payable (1,145 2,96¢ (119
Accrued liabilities 3,31 87: 2,82¢
Warranty reserve (68€) 37¢ 33
Deferred revenue 5,84( 6,301 3,311
Other long-term liabilities 17z 12¢ (432)
Net cash provided by operating activities 12,29« 5,512 4,782
Cash flows from investing activities
Payment for purchase of property and equipment (2,56¢€) (2,397) (672)
Business acquisitions, net of cash acquired — — (8,77¢€)
Purchase of short-term investments (104,869 — —
Maturities of short-term investments 69,90: — —
Changes in restricted cash — (62 (0]
Proceeds from disposal of fixed assets 1 — —
Net cash used in investing activities (37,53) (2,459 (9,449
Cash flows from financing activities
Cash from lease-related performance obligations 1,11« — —
Borrowings — 4,50( 5,00¢
Principal payment of borrowings (8,337 (1,577) (1,86¢€)
Proceeds from initial public offering, net of ofifiey costs 72,07( — —
Proceeds from secondary public offering, net oéifig costs 35,97t — —
Payment for repurchase of common stock (20 4) —
Excess tax benefits from employee stock plansanfimg 32t — —
Proceeds from exercise of stock options 1,72C 1,811 1,241
Proceeds from exercise of preferred stock warrants — 2 —
Common stock issuance costs — (1,539 —
Net cash provided by financing activities 102,86: 3,19¢ 4,37¢
Net increase (decrease) in cash and cash equisalent 77,62% 6,25€ (289)
Cash and cash equivalents at beginning of period 14,89¢ 8,64: 8,931




Cash and cash equivalents at end of period $ 92,52: % 14,89¢ 8,642
Supplemental cash flow information

Cash paid for interest $ 91 $ 314 71
Cash paid for income taxes 55€ — —
Supplemental disclosure of non-cash investing anchfincing activities

Issuance of stock and stock options in businessisitigns $ — 3 — 87¢
Costs related to the initial public offering in acats payable and accrued liabilities — 86 —
Property and equipment in accounts payable andieddiabilities 321 165 —

The accompanying notes are an integral part ottfirancial statements.
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Notes to Consolidated Financial Statements

1. The Company and Summary of Significant Accounting Blicies

Background

Vocera Communications, Inc. (“the Company”) is aider of mobile communication solutions focusedadidressing critical communication
challenges facing hospitals today. Vocera helpsugtomers improve patient safety and satisfacéiod,increase hospital efficiency and
productivity through its Voice Communication, Sezllessaging, and Care Transition solutions. The&& Giommunication solution, which
includes a lightweight, wearable, voice-controltexinmunication badge and a software platform, esalsers to connect instantly with other
hospital staff simply by saying the name, functiwrgroup name of the desired recipient. The Seklagsaging solution securely delivers text
messages and alerts directly to and from smartghoeplacing legacy pagers. The Care Transitiautisol is a hosted voice and text based
software application that captures, manages andtonsipatient information when responsibility fbietpatient is transferred or “handed-dfism
one caregiver to another, or when the patientsshdirged from the hospital. These three solutioms@mplemented by our ExperiaHealth
business, which is focused on improving patienieemce.

The Company was incorporated in Delaware on Febriéy2000. The Company formed wholly-owned sulbdsids Vocera Communications UK
Ltd and Vocera Communications Australia Pty Ltd2005, and Vocera Hand-Off, Inc., Vocera Canadd, &td ExperiaHealth, Inc. in 2010.

The Company completed its initial public offeriftP©”) of common stock on April 2, 2012 in accordanwith the Securities Act of 1933, as
amended (the “Securities Act”). The Company soli08,000 shares and certain of its stockholders 5@@7,500 shares, including 877,5)are
for the underwriters' over-allotment option, thrbugfirm commitment underwritten, public offerinthe shares were sold at the price of $16.00
per share, before underwriting discounts and casioms and offering costs. The Company recordegnoeeeds of $70.5 million from the IPO,
after subtraction of underwriters' discounts anehiissions, and offering expenses incurred in bottl2and 2012. The Company did not receive
any proceeds from the sale of shares by existogkkblders in its IPO.

On September 12, 2012, the Company completed@fah public offering in which the Company and érig stockholders sold 5,548,750
shares of common stock at $28.75 per share, befaterwriting discounts and commissions. The Compaty 1,337,500 shares and existing
stockholders sold an aggregate of 4,211,250 shargding an aggregate of 723,750 shares as & ofdhe underwriters' exercise of their over-
allotment option. The Company received net proceédpproximately $36.0 million , after deductingderwriting discounts and commissions
and other expenses of the offering. The Companyadideceive any proceeds from the sale of sharexisting stockholders in its follow-on
public offering.

Since its inception, the Company has incurred &gt losses and, as of December 31, 2012, ignaaccumulated deficit of $54.0 million . The
Company has funded its operations primarily witetomer payments for its products and services gag from the issuances of convertible
preferred stock, proceeds from the issuance of camrstock in connection with its IPO and follow-difieoing, borrowings under its term loan
facility and the utilization of its line of credifs of December 31, 2012, the Company had cash,emsvalents and short-term investments of
$127.5 million , primarily as a result of its twalgic offerings in 2012.

The Company believes that its existing sourcegafdity will satisfy its working capital and caplitrequirements for at least the next 12 months.
Failure to generate sufficient revenue, achievanm@d gross margins, or control operating costs meqyire the Company to raise additional
capital through equity or debt financing. Such &ddal financing may not be available on acceptalms, or at all, and could require the
Company to modify, delay or abandon some of itapda future expansion or expenditures or reduce swirits ongoing operating costs, which
could harm its business, operating results, firerandition and ability to achieve its intendediness objectives. If the Company raises
additional funds through

further issuances of equity, convertible debt séesror other securities convertible into equity,existing stockholders could suffer significant
dilution in their percentage ownership of the Compand any new securities it issues could havegsjgiteferences and privileges senior to those
of holders of its common stock.

Basis of presentatiol

The consolidated financial statements include tdo®ants of the Company and its wholly owned subsigls. All significant inter-company
transactions and balances have been eliminatezhsptidation. The accompanying notes are preparaddordance with accounting principles
generally accepted in the United States (“GAAP’grt@in prior period amounts have been reclassifidie consistent with current period
presentation.

The board of directors of the Company and its stolders approved a 1-for-6 reverse stock splihef@ompany’s common and preferred shares
that was effected on March 26, 2012. All share perdshare information included in the accompanfimancial statements have been adjusted to
reflect this reverse stock split.
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Use of estimates

The preparation of financial statements in confeymiith GAAP requires the Company to make estimatas assumptions that affect the reported
amounts of assets and liabilities and disclosu@afingent assets and liabilities at the datdeffinancial statements and the reported amounts o
revenue and expense during the reporting peridus.estimates include, but are not limited to, reeerecognition, useful lives assigned to long-
lived assets, warranty reserves, inventory resetiessaluation of common and preferred stock afated warrants and options, stock-based
compensation expense, provisions for income tamédsantingencies. Actual results could differ frdmse estimates, and such differences could
be material to the Company’s financial position agsllts of operations.

Cash, cash equivalents and short-term investments

The Company’s cash equivalents and short-term imasgts consist of commercial paper, corporate sieturities and U.S. agency notes. These
investments are classified as available-for-saterses and are carried at fair value with theaatized gains and losses reported as a component
of stockholders’ equity. Management determinesaghfropriate classification of its investments attilme of purchase and reevaluates the
available-for-sale designations as of each balaheet date. The Company classifies its investmrangsther short-term or long-term based on
each instrument’s underlying contractual maturgyed Investments with maturities of less than 12tm®are classified as short-term and those
with maturities greater than 12 months are classiéis long-term. Investments with an original mgtwf three months or less at the time of
purchase are classified as cash equivalents.

Restricted casl

Cash classified as restricted on the balance sree$0.3 million at December 31, 2012 and 201 heaetvely, the majority of which is security
for a corporate travel card facility and creditccarocessing services. All restricted cash is eurbased upon the terms of the restriction on the
credit card facilities.

Allowance for doubtful account:

The allowance for doubtful accounts reflects thenpany’s best estimate of probable losses inhenethiel Company’s receivables portfolio
determined on the basis of historical experiengeciéic allowances for known troubled accounts atieer currently available evidence. The
Company has not experienced significant creditde$som its accounts receivable. The Company pada regular review of its customers’
payment histories and associated credit risks dsei$ not require collateral from its customers.

The following table presents the changes in thmnalhce for doubtful accounts:

Years ended December 31,

(in thousands) 2012 2011 2010
Allowance—beginning of period $ — 3 10 $ =
Recoveries from (provisions for) bad debts — 1C (10

Provisions charged to other accounts — — —
Write-offs and other — — —

Allowance—end of period $ — 3 — 3 (10)

Inventories

Inventories are valued at the lower of standard @@sich approximates actual cost on a first-irgtfout basis) or market (net realizable value or
replacement cost). The Company assesses the waludtinventory and periodically writes down thdueafor estimated excess and obsolete
inventory based upon assumptions about future deraad market conditions.

Concentration of credit risk and other risks and gartainties

Financial instruments that subject the Companytaentration of credit risk consist primarily ofsba cash equivalents and short-term
investments. The Company’s cash and cash equigadeatprimarily deposited with high quality fina@dinstitutions and in money market funds.
Deposits at these institutions and funds maynatdi exceed federally insured limits. Managemel\es that these financial institutions and
funds are financially sound and, accordingly, thatimal credit risk exists. The Company has notegignced any losses on its deposits of cash
and cash equivalents. Marketable securities atedst fair value, and accounted for as availabteséle within short-term investments. The
counterparties to the agreements
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relating to the Company’s investment securitiessirof major corporations, financial instituticeasd government agencies of high credit
standing.

The primary hardware component of the Company’dlyets is currently manufactured by a third-partgtcactor in Mexico. A significant
disruption in the operations of this contractor nrapact the production of the Company’s productsafeubstantial period of time, which could
harm the Company’s business, financial conditioeh r@sults of operations.

Concentration of credit risk with respect to tradeounts receivable is considered to be limitedtdube diversity of the Company’s customer
base and geographic sales areas. At December B2 a2@ 2011, no customer accounted for 10% or miomecounts receivable. For the years
ended December 31, 2012, 2011 and 2010, no custemersented 10% or more of revenue.

Property and equipmer

Property and equipment are stated at cost and clef@é on a straight-line basis over the estimatedul economic lives of the assets. Assets
generally have useful economic lives of three yeacept for leasehold improvements, which are ameattusing the straighine method over th
shorter of the remaining lease term or the estichaseful life of the related assets. Upon retirenoersale, the cost and related accumulated
depreciation and amortization are removed fronbtidance sheet and the resulting gain or loss lisctefl in operations. Maintenance and repairs
which are not considered improvements and do rteneixhe useful life of the assets are chargegb¢oations as incurred.

The Company periodically reviews property and eouépt for impairment whenever events or changegdéamstances indicate that the carrying
amount of an asset is impaired or the estimatefililisees are no longer appropriate. Fair valuesimated based on discounted future cash fl

If indicators of impairment exist and the undisctaahprojected cash flows associated with such @issetless than the carrying amount of the
asset, an impairment loss is recorded to writeaiset down to its estimated fair values. To dateCtompany has not recorded any impairment
charges.

Software Development Cost

The Company capitalizes certain internal and eglerosts incurred to acquire and create internalsoftware. Capitalized software is included in
property and equipment when development is compledels amortized on a straight-line basis overestanated useful life of the related asset,
which is approximately five years. Costs incurredmpto meeting these criteria, together with castsirred for training and maintenance, are
expensed as incurred. For the years ended Deceshp2012, 2011 and 2010, the Company capitalizetsad $1.1 million , $0.3 million and
$0.2 million , respectively.

Goodwill and intangible assets

The Company allocates the purchase price of anyisitiqns to tangible assets and liabilities arehiifiable intangible assets acquired. Any
residual purchase price is recorded as goodwik dlfocation of the purchase price requires managet make significant estimates in
determining the fair values of assets acquiredliiabdities assumed, especially with respect tamgfible assets. These estimates are based on
information obtained from management of the acguo@mpanies and historical experience. These estintan include, but are not limited to,
cash flows that an asset is expected to generdte ifuture, and the cost savings expected to beedefrom acquiring an asset. These estimates
are inherently uncertain and unpredictable, aniiffiérent estimates were used the purchase pricthéoacquisition could be allocated to the
acquired assets and liabilities differently frore #ilocation that the Company has made. In additinanticipated events and circumstances may
occur which may affect the accuracy or validitysath estimates. If such events occur we may béregbto record a charge against the value
ascribed to an acquired asset or an increase mntioeints recorded for assumed liabilities.

Goodwill

Goodwill is tested for impairment at the reportingt level at least annually or more often if et changes in circumstances indicate the
carrying value may not be recoverable. As of Deam®i, 2012, no changes in circumstances indibategpodwill carrying values may not be
recoverable. Application of the goodwill impairmeest requires judgment. Circumstances that cdtgdtethe valuation of goodwill include,
among other things, a significant change in the gamy's business climate and the buying habitseoCthmpany's customers along with changes
in the costs to provide the Company's productssaéndces. The Company has identified two operatggments (Product and Service) which
management also considers to be reporting unitsthed2012 goodwill impairment test, the Compangduhe qualitative assessment permitted
under recent accounting guidance, and concluded thas no goodwill impairment, without proceedindgsteps 1 and 2 of the quantitative
approach.
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Intangible asset

In connection with the acquisitions made in 20bh@, Eompany recorded intangible assets. The Comgaplied an income approach to determine
the values of these intangible assets.The incompmaph measures the value of an asset based artuhe cash flows it is expected to generate
over its remaining life. The application of thednee approach requires estimates of future castsflmged upon, among other things, certain
assumptions about expected future operating pedocmand an appropriate discount rate determinedibgnanagement. In applying the income
approach, the Company used the excess earningsdtethralue its customer relationships and in-psecesearch and development intangible
assets and the relief from royalty method to véheedeveloped technology and trade name intanggsets. The Company used the with-and-
without method to value a non-compete intangibteetsThe cash flows expected to be generated lhyietangible asset were discounted to their
present value equivalent using rates believed todieative of market participant discount rates.

Intangible assets are amortized over their estidnaseful lives. Upon completion of development,uacd in-process research and development
assets are generally considered amortizable, finiée assets and are amortized over their estisnaseful lives. Finite-lived intangible assets
consist of customer contracts, trademarks and pnampete agreements. The Company evaluates intaregibéts for impairment by assessing the
recoverability of these assets whenever adversgi®ee changes in circumstances or business climdigate that expected undiscounted future
cash flows related to such intangible assets mapagufficient to support the net book value affsassets. An impairment is recognized in the
period of identification to the extent the carryiggount of an asset exceeds the fair value of assét. No impairment of intangible assets was
recorded in 2012, 2011 or 2010.

Significant judgments required in assessing theaimpent of goodwill and intangible assets includke identification of reporting units,
identifying whether events or changes in circumstarrequire an impairment assessment, estimatingefaash flows, determining appropriate
discount and growth rates and other assumptiorsn@ds in these estimates and assumptions couldiafigtaffect the determination of fair val
as to whether an impairment exists and, if soatheunt of that impairment.

Convertible preferred stock warrants

Prior to the Company’s IPO, the warrants that welated to the Company’s convertible preferredisteere classified as liabilities on the
Company’s consolidated balance sheet. The warvesrts subject to reassessment at each balancedsttecand any change in fair value was
recognized as a component of other income (expemee)The Company adjusted the liability for chesan fair value until the earlier of the
exercise or expiration of the warrants or the catiph of a liquidation event. The warrants to pass preferred stock were converted into
warrants to purchase shares of common stock appiécable conversion rate for the related commoaoksupon the closing of the Company’s

IPO on April 2, 2012. The common stock warrantsaassified within stockholder's equity (deficiBdause they are considered to be "indexed to
the entity's own stock". The warrants were revalaed converted upon the closing of the IPO andiels, s of December 31, 2012, the
convertible preferred stock liability is zero.

Revenue recognitiol

The Company derives revenue from the sales of canwation badges, smartphones, perpetual softwegades for software that is essential to
the functionality of the communication badges,wafe maintenance, extended warranty and profedsienaces. The Company also derives
revenue from the sale of licenses for softwareithabt essential to the functionality of the conmication badges. Sales tax is excluded from
reported total revenue.

Revenue is recognized when all of the below ceatare met:

» there is persuasive evidence that an arrangeexésts, in the form of a written contract, amendtado that contract, or purchase orders from
a third party;

» delivery has occurred or services have been redj

« the price is fixed or determinable after evaluatimg risk of concession; a

» collectability is reasonably assured based on cust@reditworthiness and past history of collec

A typical sales arrangement involves multiple eletagsuch as sales of communication badges, peatpstfiware licenses, professional services

and maintenance services which entitle customeausdpecified upgrades, bug fixes, patch releasgsedephone support. Revenue from the sale

of communication badges and perpetual softwaradies is recognized upon shipment or delivery attiséomers’ premises as the contractual

provisions governing sales of these products donotde any provisions regarding acceptance, pedoce or general right of return or

cancellation or termination provisions adversefgeting revenue recognition. Revenue from the ghlaaintenance services on software licenses
is recognized over the period during which the ises/are provided, which is generally one year.eReae from professional services is recogn
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either on a fixed fee basis based on milestones artime and materials basis as the servicesravidpd, both of which generally take place over
a period of two to twelve weeks.

For contracts that were signed prior to JanuaB010 and were not materially modified after thaedthe Company recognizes revenue on such
arrangements in accordance with the discussionruhdeuthoritative guidance for Software Revenaedgnition, for all elements under such
arrangements, as the Company’s software licensgéssart of such multiple element arrangemergsansidered essential to the functionality
of the communications system. The arrangement deretion is allocated between each element in &ipfaiklement arrangement based on
vendor-specific objective evidence, or VSOE, of falue. The Company applied the residual methoerelby only the fair value of the
undelivered element, based on VSOE, is deferredrademaining residual fee is recognized whervdetd. The Company established VSOE of
fair value for maintenance services based on actaawal rates. The VSOE of fair value for profesal services is based on the rates charge
those services when sold independently from a soéwcense.

In October 2009, the Financial Accounting Stand&dard (“FASB”) amended the guidance for revenweagaition for tangible products
containing software components that function togetb deliver the products essential functionadityl also amended the accounting guidance for
multiple element arrangements. The Company condltiug both standards were applicable to the Cogipamoducts and arrangements and
elected to early adopt these standards on a pribapbasis for revenue arrangements entered intoaderially modified after January 1, 2010.
Under the new guidance, tangible products, comtgibbth software and non-software components thration together to deliver a tangible
product’s essential functionality, will no longeg bubject to software revenue accounting.

The amended guidance for multiple element arrangésne

» provides updated guidance on whether multiplel@bles exist, how the deliverables in an areamgnt should be separated and how the
consideration should be allocated,;

e requires an entity to allocate revenue in an aear@nt using best evidence of selling price, or BES#Pvendor does not have vendor spe
evidence, or VSOE, of fair value or third partydmiice, or TPE, of fair value; and

+ eliminates the use of the residual method and re@ui entity to allocate revenue using the relaeléng price metho

Under the new guidance, tangible products andgbertial software licenses that work together witth tangible products to provide them their
essential functionality are now not subject towafe revenue recognition accounting rules (nonasoft elements), while non-essential software
licenses are still governed under software reveacegnition rules (software elements). In such iplgltelement arrangements, the Company first
allocates the total arrangement consideration basele relative selling prices of the softwareugrof elements as a whole and to the non-
software elements. For its multiple-element arramggs, the Company allocates revenue to each etdrasad on a selling price hierarchy at the
arrangement inception. The selling price for edement is based upon the following selling priceraichy: VSOE if available, third party
evidence, or TPE, if VSOE is not available, or lestimate of selling price, or BESP, if neither iS@or TPE are available. The Company then
further allocate consideration within the softwgreup to the respective elements within that grimlipwing the authoritative guidance for
software revenue recognition and our policies asilzed above.

The Company allocates revenue to all deliverabdseth on their relative selling prices, which fa thajority of the Company’s products and
services is based on VSOE of fair value. The Compas established VSOE of fair value for its comioation badges, smartphones, software
maintenance, extended warranty, and professiondatss. VSOE of fair value is established basedailing prices when the elements are sold
separately and such selling prices fall withinlatreely narrow band or through actual maintenameeewal rates. The Company establishes best
evidence of selling price, or BESP, consideringtipld factors including normal pricing and discangtpractices, which considers market
conditions, internal costs and gross margin objestiThe Company established BESP for perpetuaidies based on a range of actual discounts
off list price, as the actual selling prices forgetual licenses fall within a relatively narrowge.

Each element is accounted for as a separate uadtcofunting provided the following criteria are nmthe delivered products or services have value
to the customer on a standalone basis and, forangement that includes a general right of retalative to the delivered products or services,
delivery or performance of the undelivered producservice is considered probable and is substyntiantrolled by us. The Company considers
a deliverable to have standalone value if the prbduservice is sold separately by us or anotkaduor or could be resold by the customer.
Further, the Company’s revenue arrangements dmcdlotde a general right of return. The Companytniihe amount of revenue recognized for
delivered elements to an amount that is not coatihgpon future delivery of additional productsservices or meeting of any specified
performance conditions. The adoption of the amemeeenue recognition guidance did not result in sigpificant changes to the individual
deliverables to which the Company allocates revexrsuihe fair value for most of the deliverablesdsed on VSOE, or the timing of revenue
recognized from the individual deliverables.
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The Company also derives revenue from the provisfdrosted services on a subscription basis artdiad sold under term licenses. Revenue
from the sale of these products and services drgahd as part of multiple element arrangementssaricth arrangements are recognized ratably
over the term of the arrangement.

A portion of the Company's sales are made througltiHyear lease agreements with customers. Whesetherangements are considered sales-
type leases, upon delivery of leased products $tooers, the Company recognizes revenue for suhupts in an amount equal to the net pre
value of the minimum lease payments. Unearned iedsmecognized as part of product revenue undeeffiective interest method. The
Company recognizes revenue related to executotyg edsen such executory costs are incurred.

Proceeds from transfers of sales-type leasesrtbplairty financial companies are allocated betwbemet investment in sales-type leases and the
executory cost component for remaining servicegaltions based on relative present value. The diffeg between the amount of proceeds
allocated to the net investment in lease and thging value of the net investment in lease isudeld in product revenue. Proceeds allocated to
the executory cost component are accounted fanasding liabilities.

For the year ended December 31, 2012, the Compansférred $3.8 million of lease receivables, réicg an immaterial net gain and $1.1
million of financing liabilities for future perfonance of executory service obligations. For leaseivables retained as of December 31, 2012 the
Company recorded $0.6 million of net investmergales-type leases, equivalent to the minimum Ipagments for the delivered product.

Shipping and handling cost

Shipping and handling costs charged to customersaluded in revenue and the associated expemsedsded in cost of products sold in the
statements of operations for all periods presented.

Research and development expenditu

Research and development costs are charged tdiopsras incurred. Software development costs reduprior to the establishment of
technological feasibility are included in reseaactl development and are expensed as incurred. taftlenological feasibility is established,
material software development costs up to genewmlability of the software will be capitalized aadhortized on a straight-line basis over the
estimated product life, or based on the ratio ofent revenues to total projected product revenubighever is greater. To date, the time between
the establishment of technological feasibility gietheral availability has been very short and tleeesfio significant costs have been incurred.
Accordingly, the Company has not capitalized arfiwsare development costs.

Advertising cost:

Advertising costs are included in sales and mangetxpense and are expensed as incurred. Advgrtiests for the years ended December 31,
2012, 2011 and 2010 were immaterial.

Product warranties

The Company offers warranties on certain produatsracords a liability for the estimated futuretsasssociated with warranty claims, which is
based upon historical experience and the Compasyimate of the level of future costs. The Companoyides for the estimated costs of
hardware warranties at the time the related reventecognized. Costs are estimated based onibtand projected product failure rates,
historical and projected repair costs, and knowdeafgspecific product failures (if any). The sp&cHardware warranty includes parts and labor
over a period generally ranging from one to threarg. The Company provides no warranty for softweine Company regularly re-evaluates its
estimates to assess the adequacy of the recordeshtydiabilities and adjust the amounts as neargs®Varranty costs are reflected in the
consolidated statement of operations as cost e§sal

Stock-based compensation

For options granted to employees, stock-based casaien is measured at grant date based on thealaie of the award and is expensed on a
straight-line basis over the requisite servicequerirhe Company determines the grant date fairrvefuhe options using the Black-Scholes
option-pricing model. Restricted stock awards axdricted stock units, first awarded in 2012, resutompensation expense, straightlined over
the requisite service period, based on the awarldaasing stock price. Equity instruments issweddnemployees are recorded at their fair ve
on the measurement date and are subject to pedadflistment as the underlying equity instrumenss.viehe fair value of options granted to non-
employees is amortized over the vesting period straight-line basis.
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For stock options issued to employees and non-greptowith specific performance criteria, the Conypawakes a determination at each balance
sheet date whether the performance criteria afeapte of being achieved. Compensation expenseagnized until such time as the performa
criteria are met or when it is probable that thteda will not be met.

The Company will only recognize a tax benefit fretack-based awards in additional paid-in capitahifincremental tax benefit is realized after
all other tax attributes currently available to @@mpany have been utilized. In addition, the Comydezas elected to account for the indirect
effects of stock-based awards on other tax atefgguch as the research tax credit, throughaitsreent of operations.

In 2012, the Company began incorporating restristedk awards and RSUs as an element of our compenplans. In February 2012, the
Company granted certain of its directors restriste¢k which vests 50% on the first anniversarthefgrant, and 50% on the second anniversary
of the grant. In May 2012, the Company grantedageemployees RSUs, which vest one third on ti &inniversary of the grant, one third on
second anniversary of the grant and one third tiperthird anniversary of the grant.

Income taxes

The Company uses the asset and liability methatodunting for income taxes. Under this methodQbmpany records deferred income taxes
based on temporary differences between the finareparting and tax bases of assets and liabil#res use enacted tax rates and laws that the

Company expects will be in effect when they recdfiese assets or settle those liabilities, asdlse may be, to measure those taxes. In cases

where the expiration date of tax carryforwardsher projected operating results indicate that ratim is not likely, the Company provides for a

valuation allowance. Valuation allowances are dstiadd when necessary to reduce deferred tax assiis amounts expected to be realized.

The Company has deferred tax assets, resulting fietroperating losses, research and developmetitceand temporary differences that may
reduce taxable income in future periods. A valuatitowance is required when it is more likely thrat that all or a portion of a deferred tax a
will not be realized. In assessing the need foalaation allowance, the Company estimates futwalte income, considering the feasibility of
ongoing tax-planning strategies and the realizgholf tax loss carryforwards. Valuation allowancekted to deferred tax assets can be impacted
by changes in tax laws, changes in statutory teesrand future taxable income levels. If the Corgpa@re to determine that it would not be able
to realize all or a portion of its deferred taxedssn the future, it would reduce such amountsugh a charge to income in the period in which
determination is made. Conversely, if it were ttedmine that it would be able to realize its defdrtax assets in the future in excess of the net
carrying amounts, it would decrease the recordéghtian allowance through an increase to incont@énperiod in which that determination is
made. Due to the history of losses the Companygéasrated in the past, the Company believes timhdt more likely than not that all of the
deferred tax assets in the U.S. and Canada carabized as of December 31, 2012 and 2011, respéctikccordingly, the Company has recor
a full valuation allowance on its deferred tax és$er these years.

At December 31, 2012, the Company had a valuatlowance against net deferred tax assets of 21llBmi While the Company is encouraged
by the pretax profit earned in 2012 and by the fable trend in the Company's financial results, ag@ment believes it is appropriate to obtain
confirmatory evidence that the improvement in tleenPany's results of operations is sustainabletlzatd-ealization of at least some of the
deferred income tax assets is more likely thanhlefgre reversing a portion of the valuation alloe&to earnings.

The Company intends to review on a quarterly hiésisonclusions about the appropriate amount aféferred income tax asset valuation
allowance. If the Company continues to generatétprio 2013 and beyond, it is likely that the USluation allowance position will be reverset
the foreseeable future. The Company expects dfisigmi benefit to be recorded in the period theisatibn allowance reversal is recorded and a
significantly higher effective tax rate in peridddowing the valuation allowance reversal.

In the ordinary course of business there is initarapertainty in quantifying the Company’s incorag positions. The Company assesses its
income tax positions and records tax benefits ligremrs subject to examination based upon managesmevaluation of the facts, circumstances
and information available at the reporting date. those tax positions where it is more likely thrent that a tax benefit will be sustained, the
Company has recorded the highest amount of taxfibenth a greater than 50% likelihood of beinglizad upon ultimate settlement with a tax
authority that has full knowledge of all relevamtarmation. For those income tax positions wheig fitot more likely than not that a tax benefit
will be realizable, no tax benefit has been recogmhiin the financial statements.

The Company includes interest and penalties witbrime taxes in the accompanying statement of opesatAll of the Company’s net operating
losses and research credit carryforwards prioft®2are subject to tax authority adjustment anglesdts after 2008 are still subject to tax autly
examinations. The Company is currently not sulifpeiny income tax audit examinations by tax authesrin any jurisdictions including U.S.
federal, state and local or foreign countries.
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Foreign currency translation

The functional currency of the Company’s foreighsdiaries is the U.S. dollar. Accordingly, monmgtassets and liabilities in non-functional
currency of these subsidiaries are remeasured egtitange rates in effect at the end of the peRedenues and costs in local currency are
remeasured using average exchange rates for tiogl pexcept for costs related to those balancet steges that are remeasured using historical
exchange rates. The resulting remeasurement gaihlosses are included in the Company’s consoliisiitements of operations. Translation
gains and losses have not been significant to date.

Segment:

Operating segments are components of an entefpriséhich separate financial information is avaiéabnd is evaluated regularly by the
Company’s chief operating decision maker in degjdiow to allocate resources and in assessing peaftge. The Company’s chief operating
decision maker is the Chief Executive Officer. @mmpany has two operating segments which are lepibrtable business segments: (i) Product;
and (ii) Service.

Comprehensive income (loss)

Historically, there were no components of comprehanincome which were excluded from net incomeg)JoFor the year ended December 31,
2012, the Company had a small unrealized gain aiadble-for-sale securities. There were no othenmanents within other comprehensive
income for the year ended December 31, 2012.

Recent accounting pronouncemer

In June 2011, the FASB issued new disclosure guoelaglated to the presentation of the statemecowiprehensive income. This guidance
eliminated the previous option to report other coghpnsive income, or OCI, and its components irctmsolidated statement of stockholders’
equity. The requirement to present reclassificatidjustments out of accumulated other comprehemsigene on the face of the consolidated
statement of income was deferred by FASB in Decerfd#1. We adopted these accounting standarddieffelanuary 1, 2012; the adoption of
these standards did not have any material impattie@ompany's financial position or our resultepérations. In February 2013, the FASB
resolved the deferred guidance on OCI reclassifioatwith a new rule effective in the first quartér2013, again not expected to have any
material impact. The latest rule on OCI reclasatfiins does not require any new disclosure noadyreequired under US GAAP, but limits the
alternatives to the face of the income statemetti®notes, with cross-reference to other notegiitain circumstances.

In September 2011, the FASB issued new accountifdpagce that simplifies goodwill impairment testhe new guidance states that a
“gualitative” assessment may be performed to detexrwhether further impairment testing is necessanyentity will no longer be required to
calculate the fair value of a reporting unit unlges entity determines, based on a qualitativesassent, that it is more likely than not that thie fa
value of the reporting unit is less than its cargyamount. Prior to the amendment, entities wegaired to test goodwill for impairment, on at
least an annual basis, by first comparing thevawe of a reporting unit with its carrying amountluding goodwill. If the fair value of a
reporting unit is calculated as being less thanatsying amount, then the second step of the gatiné test is to be performed to measure the
amount of impairment loss, if any. The Company aeldphis accounting standard effective Januar@122the adoption of this standard did not
have a material impact on the financial positiomesults of operations of the Company.

The Company qualifies as an “emerging growth corgpanrsuant to the provisions of the JOBS Act, enaotedpril 5, 2012. Section 102 of t
JOBS Act provides that an "emerging growth comparayi take advantage of the extended transitiomggrovided in Section 7(a)(2)(B) of the
Securities Act for complying with new or revisedcaanting standards. However, the Company is chgdsitiopt out”of such extended transiti
period, and as a result, the Company will complthwiew or revised accounting standards on the aatedates on which adoption of such
standards is required for non-emerging growth conigza The decision to opt out of the extended itiansperiod is irrevocable.

In July 2012, the FASB issued amended guidancestimglifies how entities test indefinite-lived inigible assets other than goodwill for
impairment. After an assessment of certain qualédactors, if it is determined to be more likéfhan not that an indefinite-lived asset is
impaired, entities must perform the quantitative@nment test. Otherwise, the quantitative tesptsonal. The amended guidance is effectivt
annual and interim impairment tests performed ifwdl years beginning after September 15, 2012, eatly adoption permitted. The adoption of
this guidance is not expected to have a materiphonhon the financial position or results of opiers of the Company.
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2. Fair value of financial instruments

The carrying values of the Company’s cash and egslivalents and short-term investments approxittiegtie fair value due to their short-term
nature. As a basis for determining the fair valtidsoassets and liabilities, the Company estabtish three-tier fair value hierarchy which
prioritizes the inputs used in measuring fair vedgdollows: (Level 1) observable inputs such asteg prices in active markets; (Level 2) inputs
other than the quoted prices in active marketsat@bbservable either directly or indirectly; ghdvel 3) unobservable inputs in which there is
little or no market data which requires the Compemnglevelop its own assumptions. This hierarchyireg the Company to use observable m:
data, when available, and to minimize the use observable inputs when determining fair value.theryear ended December 31, 2012 there
have been no transfers between Level 1 and Lefat 2alue instruments and no transfers in or dutavel 3.

The Company's cash and money market funds, whidhde bank deposits, are classified within Levef the fair value hierarchy because they
are valued using bank balances or quoted markegprirhe Company's other cash equivalents andtnortinvestments are classified within
Level 2 of the fair value hierarchy because theyalued by professional pricing services usingketacorroborated inputs from similar
instruments, rather than direct observation otegdigrices in active markets. Each security is cmeghto a benchmark yield at the balance sheet
date, with adjustment for its specific charactersst

The Companys preferred stock warrants were classified withéwél 3 of the fair value hierarchy because theyewatued based on unobserve
inputs and management’s judgment due to the absdérpeoted market prices, inherent lack of liquidind the long-term nature of such financial
instruments. These assumptions are inherently stilgeand involve significant management judgment.

The Company’s assets and liabilities that are nredsat fair value on a recurring basis, by levaihin the fair value hierarchy as of December
31, 2012 and 2011, respectively, are summarizéallasvs (in thousands):

December 31, 2012 December 31, 2011
Level 1 Level Z Level ¢ Total Level1 Levelz Leveld Total
Assets
Money market funds $ 45,04 $ —$ — % 4504 3 — 3 — % — $ —
Commercial paper — 32,481 — 32,48 — — — —
U.S. government and agency securities — 10,00: — 10,00: — — — —
Total assets measured at fairvalue $ 45,04( $§ 4248 ¢ — $ 8752 $ — $ — % — $ —
Liabilities
Convertible preferred stock warrants ~ $ — $ — % — 3 — % — $ — $ 1,85: % 1,852
Total liabilities measured at fair value $ — § —$ — 8 —  § — $ — $ 185 % 1,85

The Company performed a fair value assessmenegiréferred stock warrant inputs at the end of eggabrting period. The fair value of the
preferred stock warrant liability was estimatechgsan option pricing model that takes into accdhatcontract terms as well as multiple inputs
such as the Company’s stock price, risk-free istenetes and expected volatility that the Companydnot corroborate with market data. These
warrants to purchase preferred stock were convértedvarrants to purchase shares of common stoitleaapplicable conversion rate for the
related common stock upon the closing of the CoyipdRO on April 2, 2012. The warrants were revdlaad converted upon the closing of the
IPO, and as such, as of December 31, 2012 the ddreereferred stock warrant liability is zero .

For the period from January 1, 2012 through Apri2@12, the Company valued these preferred stockams using a stock price of $16.00 -
$23.40 , risk-free interest rates of 0.07% - 0.66%d expected volatility of 45% - 50% . For tharending December 31, 2011 the Company
used a stock price of $13.32 - $14.16 , risk-freerest rates of 0.10% - 6.00% , and expectediliglaf 45% - 50% . Any change in fair value
was recognized as a component of other income (@&)enet, in the consolidated statements of dpesat
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The following table presents a reconciliation af greferred stock warrants measured and recorded &ilue on a recurring basis, using
significant unobservable inputs (Level 3) for threags ended December 31, 2012, 2011 and 2010, tesbhe¢in thousands):

Years ended December 31,

2012 2011 2010
Fair value at beginning of period $ 185 $ 1127 $ 80z
Change in fair value 1,631 981 32t
Exercise of preferred stock warrants (34%) (255) —
Conversion of preferred stock warrants to commonokstvarrants (3,140 — —
Fair value at end of period $ — $ 185 % 1,123

The estimated fair value of the Company's curradtlang-term borrowings based on a market appreachapproximately $8.3 million as of
December 31, 2011 and represented a Level 2 vatuathe Company did not have any current or lomgrieorrowings as of December 31, 2012
When determining the estimated fair value of thenBany's debt, the Company used a commonly acceptedtion methodology and market-
based risk measurements, such as credit risk.

3. Cash, Cash Equivalents and ShorfFerm Investments

The following table presents cash, cash equivakemisavailable-for-sale investments for the perjg@sented (in thousands):

As of December 31, 2012

Amortized Unrealized Unrealized Fair
Cost Gains Losses value
Cash and cash equivalents:
Demand deposits and other cash $ 39,98: $ — % — % 39,98:
Money market funds 45,04( — — 45,04(
Commercial paper 7,49¢ 1 — 7,49¢
Total cash and cash equivalents 92,52( 1 — 92,52:
Short-Term Investments:
Commercial paper 24,98’ 1 — 24,98t¢
U.S. government and agency securities 9,99¢ 3 — 10,00:
Total short-term investments 34,98t 4 — 34,98¢
Total cash, cash equivalents and short-term
investments $ 127,50¢ $ 5 % — 3 127,51(

As of December 31, 2012, all of the Company's abég-for-sale securities have a maturity of lessithne year. At December 31, 2011, the
Company did not have any cash equivalents or ghort-investments.

4. Income (loss) per shar

Basic and diluted net income (loss) per commoneshsapresented in conformity with the two-classhodtrequired for participating securities.
Immediately prior to the completion of the CompanPO on April 2, 2012, holders of Series A thro®gries F preferred stock were each
entitled to receive non-cumulative dividends atahaual rate of 8% per share per annum, respégtpayable prior and in preference to any
dividends on any shares of the Company’s commaksto the event a dividend is paid on common sttwok holders of preferred stock were
entitled to a proportionate share of any such énalas if they were holders of common stock (oasaif converted basis). The holders of the
preferred stock did not have a contractual oblayatd share in the losses of the Company. The Coynpansidered its preferred stock to be
participating securities. Additionally, the Comparonsiders shares issued upon the early exerciggtiohs subject to repurchase and unvested
restricted shares to be participating securitieth@$olders of these shares have a nonforfeitaiiieto dividends. In accordance with the two-
class method, earnings allocated to these paricgaecurities and the related number of outstandhares of the participating securities, which
include contractual participation rights in undistited earnings, have been excluded from the coatipantof basic and diluted net income (loss)
per common share.
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Under the two-class method, net income (loss)oattigible to common stockholders is determined mcating undistributed earnings, calculated
as net income less income attributable to partirigasecurities between common stock and particigatecurities. In computing diluted net
income (loss) attributable to common stockholderscélculation of diluted net income (loss) perrshandistributed earnings are re-allocated to
reflect the potential impact of dilutive securiti@asic net income (loss) per common share is cosapy dividing the net income (loss)
attributable to common stockholders by the weigtateelage number of common shares outstanding dtirengeriod. All participating securities
are excluded from basic weighted-average commorestautstanding. Diluted net income per sharebatizble to common stockholders is
computed by dividing the net income attributableaeamon stockholders for calculation of diluted imebme (loss) per share by the weighted-
average number of common shares outstanding, iimgjymbtential dilutive common shares assuming thaige effect of outstanding stock
options using the treasury stock method.

The following table presents the calculation ofibasd diluted net income (loss) per share:

Years ended December 31,

(in thousands, except for share and per share amots) 2012 2011 2010
Numerator:
Net income (loss) $ 2,89 % (2,479 $ 1,21(
Less: undistributed earnings attributable to pgrdittng securities (1,36¢) — (1,210
Net income (loss) attributable to common stockhaide $ 1527 $ (2,479 $ —
Reallocation of undistributed earnings attributablgarticipating securities 32 — —
Net income (loss) attributable to common stockhader diluted net income (loss) f.
share $ 155¢ $ (2,479 $ —

Denominator:

Weighted-average shares used to compute basinawhe (loss) per common share 17,97¢ 3,37( 2,22:
Effect of potentially dilutive securities:
Employee stock options and restricted stock units 2,543 — 62:
Stock warrants 82 — —
Weighted average shares used to compute dilutediagloss) per common share 20,60¢ 3,37( 2,84¢
Net income (loss) per share
Net income (loss) per common share - basic #nted $0.08 $(0.74) $0.00

For the years ended 2012, 2011 and 2010, the foitpeecurities were not included in the calculatbaliluted shares outstanding as the effect
would have been anti-dilutive:

As of December 31,

(in thousands) 2012 2011 2010
Convertible preferred stock (on an as if convebasis) — 12,91¢ 12,89¢
Options to purchase common stock 367 3,80¢ 2,91:
Common stock subject to repurchase — 16¢ 11&
Warrants to purchase convertible preferred stock — 213 23¢€
Restricted stock units 25 — —
5. Goodwill and intangible asset

Goodwill

The Company had $5.6 million of goodwill for eadttee years as of December 31, 2012 and 2011. Gidasitested for impairment at the
reporting unit level at least annually or more pfteevents or changes in circumstances indicae#irying value may not be recoverable. The
Company has two reporting units: Product and Sends of December 31, 2012 all of the Company'sigdbresides in the Product reporting
unit. The Company performed the annual requiretdofeisnpairment of goodwill as of September 30, 20The Company annual impairment te
did not indicate impairment at any of its reporting
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units. No impairment was recorded in 2012, 2012040. As of December 31, 2012, no changes in cistamces indicate that goodwill carrying
values may not be recoverable.

Intangible asset:

The fair values for acquired intangible assets wietermined by management relying in part on vauatperformed by independent valuation
specialists. Acquisition related intangible asseesamortized over the life of the assets on aslihat resembles the economic benefit of the a:
This results in amortization that is higher in Earperiods of the useful life. To date there hasrbno impairment of the Company's intangible
assets. The estimated useful lives and carryingevaf acquired intangible assets are as follows:

December 31, 2012 December 31, 2011
Weighted average Gross Net Gross Net
useful life carrying Accumulated carrying carrying Accumulated carrying
(in thousands) (years) amount amortization amount amount amortization amount
Intangible assets:

Trademarks 6.9 $ 70 % 3 % 40 % 70 % 16 $ 54
Non-compete Agreements 2.0 70 60 10 70 13 57
Customer relationships 8.6 2,35( 1,117 1,23: 2,35( 69C 1,66(
Developed technology 6.0 1,88( 89¢ 984 1,88( 51C 1,37
Total intangible assets, net $ 437C % 2,10 $ 2,267 $ 437C % 1,22¢ $ 3,141

Amortization of intangible assets was $0.9 milligslL.0 million and $0.2 million for 2012, 2011 aP@10, respectively.

Amortization of acquired intangible assets is refe in cost of revenue and operating expensese3tmaated future amortization of acquired
intangible assets as of December 31, 2012 wadlaw/$o

Future
(in thousands) amortization
2013 $ 727
2014 567
2015 38¢
2016 25¢
2017 15€
Thereafter 17C
Future amortization expense $ 2,261
6. Balance Sheet Componen
Inventories
December 31,
(in thousands) 2012 2011
Raw materials $ 23 % 25C
Finished goods 2,74¢ 3,11:
Total inventories $ 2,77: % 3,36¢
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Property and equipmer

December 31,

(in thousands) 2012 2011
Computer equipment and software $ 4,127 % 3,712
Furniture fixtures and equipment 88¢€ 1,01¢
Leasehold improvements 1,654 1,49:
Manufacturing tools and equipment 2,71( 3,027
Construction in process 1,10C 9C
10,47" 9,34(
Less: Accumulated depreciation (6,84¢) (6,639
Property and equipment, net $ 3631 % 2,701

Depreciation and amortization expense during 28021 and 2010 was $1.7 million , $1.0 million , &&d7 million , respectively.

Accrued payroll and other accrual

December 31,

(in thousands) 2012 2011
Payroll and related expenses $ 7,845 % 4,42¢
Uninvoiced purchases 1,82:% 1,741
Preferred stock warrant liability — 1,85:
Deferred rent 591 50C
Exercise of unvested stock options 19¢ 373
Customer prepayments 11F 387
Sales and use tax payable 325 343
Other 562 522

Total accrued payroll and other accruals $ 1145 $ 10,14
7. Product Warranties

The Company provides for the estimated costs afvisare warranties at the time the related revenuecizgnized. Costs are estimated based on
historical and projected product failure ratestdrisal and projected repair costs, and knowledggpecific product failures (if any). The specific
hardware warranty includes parts and labor ovesrsg@ generally ranging from one to three yearge Thmpany provides no warranty for
software. The Company regularly re-evaluates tisnases to assess the adequacy of the recordedntaliabilities and adjust the amounts as
necessary.

A reconciliation of the changes in the Company’sraaty reserve for 2012, 2011 and 2010 is as falow

December 31,

(in thousands) 2012 2011 2010

Balance at the beginning of the period $ 98: % 60 % 572
Warranty expense accrued for shipments in period 971 1,55¢ 1,06¢
Changes in liability related to pre-existing watias (679 59 177
Warranty settlements made (989 (1,23Y) (1,219
Balance at the end of the period $ 297§ 98: 60

The change in liability related to the pre-existimgrranties for the year ended December 31, 20p&rgrily due to lower return rates on the
Company's B3000 badge compared to the B2000 badbadower cost estimates for refurbishment apiiement alternatives.
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8. Borrowings

Term loan and revolving line of credit

In June 2004, the Company entered into a loan eogrity agreement with a bank which was amendé&kirember 2010 (the “Amendment”).
The Amendment renewed the revolving line of crat$5.0 million , and increased the term loan f&&0 million to $5.0 million . At December
31, 2011, the Company was in compliance with @hleovenants. Subsequent to the Company’ s IP@pdh3, 2012, the Company paid off in
full the outstanding revolving line of credit of $4million and the outstanding term loan balanc&28 million . In February 2013, all asset liens
relating to the expired term loan were lifted.

9. Commitments and contingencie

The Company undertakes, in the ordinary courseusiiess, to (i) defend customers and other pdrties certain third-party claims associated
with allegations of trade secret misappropriatinfringement of copyright, patent or other intetlesd property right, or tortious damage to per:
or property and (ii) indemnify and hold harmlesstsparties from certain resulting damages, cosisotimer liabilities. The term of these
undertakings may be perpetual and the maximum patédiability of the Company under certain of tkesndertakings is not determinable. The
Company has never incurred costs to defend lawsugsttle claims related to these undertakings asid result, the Company believes the
corresponding estimated fair value is minimal.

The Company has entered into indemnification agesdsnwith its directors and officers that may regtihe Company to indemnify its directors
and officers against liabilities that may ariserbgison of their status or service as directordfaeos, other than liabilities arising from willfu
misconduct of the individual. The Company curremidys directors and officers insurance.

Non-cancelable purchase commitments

The Company enters into non-cancelable purchasendoments with its third-party manufacturer wherebg Company is required to purchase
any inventory held by the third- party manufactuhet have been purchased by them based on codfionders from the Company. As of
December 31, 2012 and 2011, approximately $4.1amiind $4.9 million , respectively, of raw maténeventory was purchased and held by the
third-party manufacturer which was subject to spgfthase requirements.

Leases

The Company leases office space for its headqsaatet subsidiaries under non cancelable operaasgs, which will expire between April 2014
and April 2017. Rent expense for 2012, 2011 and®2@ds $1.9 million , $1.7 million and $1.2 milliomespectively. The Company recognizes
rent expense on a straight-line basis over thelpasod, and has accrued for rent expense incbredot paid.

Future minimum lease payments at December 31, @0d&r non-cancelable operating leases are as fllow

Operating

(in thousands) leases

2013 $ 1,532
2014 1,54¢
2015 1,48(
2016 44C
2017 and thereafter 3C
Total minimum lease payments $ 5,02

Legal matters

From time to time, the Company may be involvedanwduits, claims, investigations and proceedingssisting of intellectual property,
commercial, employment and other matters, whickean the ordinary course of business. The Compzegrds a liability when it is both
probable that a liability has been incurred andattm®unt of the loss can be reasonably estimatezseTlprovisions are reviewed at least quarterly
and adjusted to reflect the impact of negotiatiseslements, ruling, advice of legal counsel atmgoinformation and events pertaining to a
particular case. Litigation is inherently unpredhde. If any unfavorable ruling were to occur ity apecific period, there exists the possibilityaof
material adverse impact on the Company'’s finarmaition or the results of operations of that pe&tdo on the Company’s cash flows.
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10. Convertible preferred stock and preferred stocl

The six series of convertible preferred stock wlikir respective authorized number of shares, ésand outstanding number of shares, value on
the balance sheet net of issuance costs, anddigmidvalue at December 31, 2011 are shown below:

Proceeds net of Liguidation

(in thousands, except share amounts) Authorized Issued issuance costs preference
Series A 510,35« 510,35. $ 1,01« $ 1,03t
Series B 896,46« 896,46« 7,045 7,10(
Series C 4,235,08 4,210,51! 11,90¢ 12,00(
Series D 3,483,33 3,430,21! 11,03¢ 11,25¢
Series E 1,791,66! 1,361,59: 8,77: 9,00z
Series F 2,089,96. 1,762,83! 12,99( 13,16(
13,006,86 12,171,98 $ 52,76( $ 53,55!

The six series of convertible preferred stock wlitkir respective authorized number of shares, ésand outstanding number of shares, value on
the balance sheet net of issuance costs, andditidvalue at December 31, 2010 are shown below:

Proceeds net of Liquidation

(in thousands, except share amounts) Authorized Issued issuance costs preference
Series A 510,35 510,35: 1,01« 1,03¢
Series B 896,46 896,46 7,04: 7,10(
Series C 4,235,08 4,210,51! 11,90¢ 12,00(
Series D 3,483,33: 3,413,04. 11,03¢ 11,20(
Series E 1,791,66! 1,361,27! 8,77( 9,00(¢
Series F 2,089,96. 1,762,83 12,99 13,16(
13,006,86 12,154,49 52,75¢ 53,49¢

There was no convertible preferred stock outstandirDecember 31, 2012.

Conversion

Each share of preferred stock was convertibldyebption of the holder, into common stock. SefieSeries C, Series D, Series E and Series F
had a conversion ratio of 1: 1 . Series B prefestedk had a conversion ratio of 1: 1.8304 . Edehiesof preferred stock automatically converted
into the number of shares of common stock into Wwisiach shares were convertible at the then efiectimversion ratio upon the earlier of: (1)
closing of a firm commitment underwritten publidexfng of common stock at a per share price otasti $15 per share with net proceeds of at
least $25.0 million or (2) an affirmative vote etmajority of preferred stock stockholders. Inre@etion with the Compang’IPO, in April 2012
each share of then-outstanding preferred stockcaiagerted to common stock at the ratio describedeb

In April 2012, the Company filed a Restated Cagdéife of Incorporation, which authorized the Comptanigsue up to 5,000,000 shares of
undesignated preferred stock with a par value @B per share, of which no shares were outstgratirof December 31, 2012.

Warrants for preferred stock

In connection with the loan and security agreeneetéred into in October 2005 (Note 8), the Compasyed warrants to purchase 52,938 shares
of Series E at an exercise price of $6.6114 peeslipon the close of the CompasyPO, these warrants automatically convertedwaoants tc
purchase common stock. These warrants were cashlesssed in exchange for 37,795 shares of constumk in April 2012.

In connection with the sale of Series E in Octdl#5, the Company issued warrants to purchase 186Hares of Series E to investors who
purchased Series E in October 2005 at an exerdisegf $6.6114 per share. In 2011, three invesirescised warrants to purchase a total of 313
shares of Series E. In connection with the CommaiB0O, 1,956 warrants were cashless exerciseccimege for 1,147 Series E preferred shares.
Upon the close of the Company’s IPO, the remaimiagants automatically converted into warrantsupase common stock. During 2012,
55,217 of these warrants were cashless
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exercised in exchange for 40,692 shares of comitoohk.sAt December 31, 2012 warrants to purchasé3®shares of common stock were
outstanding and expire in October 2015.

Outstanding warrants to purchase preferred stock alassified as liabilities, which were adjustedatir value at each reporting period until the
earlier of their exercise or expiration or the céetipn of a liquidation event, including the come of an initial public offering, at which time
the preferred stock warrant liability automaticatynverted into a warrant to purchase shares ofremmstock and was reclassified to
stockholders’ equity (deficit). The common stockrmaats are classified within stockholder's equitgficit) because they are considered to be
"indexed to the entity's own stock". The Compargorded an expense in other income (expense), r&it.6fmillion , $1.0 million and $0.3
million for 2012, 2011 and 2010, respectively,eflect the change in the fair value of these ontlitey warrants.

The holders of all the warrants described in thagi@phs above may convert the warrant, in whole part, in lieu of exercising the warrant. 7
number of shares to be issued in such a convest@hbe determined by dividing (a) the aggregaterharket value of the shares issuable upon
the exercise of the warrant minus the aggregateawgprice of such shares by (b) the fair mark&teraf one share at the time of conversion.

11. Common Stock and Sharebased Compensatio

The Company’s certificate of incorporation, as adezh authorizes the Company to issue 100 milli@reshof $0.0003 par value common stock.

At December 31, 2012, the Company has reserveéskarissuance of common stock as follows:

Common Shares

Reserved under stock option plans 86,66¢
Exercise of warrants to purchase common stock 78,63
165,30:

Incentive stock option plan

The Company has three equity incentive plans: @8 Ztock Option Plan (the “2000 Plan”), the 200&cs Option Plan (the “2006 Plan”) and

the 2012 Stock Option Plan (the “2012 Plan”). Orréha26, 2012, all shares that were reserved uh@e2@06 Plan but not subject to outstanding
awards became available for grant under the 2042 Rlo additional shares will be issued under 8@6ZPlan. The 2000 Plan terminated in
March 2010 and no additional shares will be isausdkr this plan. All options currently outstandingder the 2000 Plan and the 2006 Plan
continue to be governed by the terms and conditidtisose plans. Under the 2012 Plan, the Compasytie ability to issue incentive stock
options (“1SOs”), stock appreciation rights, regid stock, restricted stock units (“RSUs”), perfance awards and stock bonuses. The ISOs will
be granted at a price per share not less tharathealue at date of grant. Options granted to haes generally vest over a 4 -year period with
25% vesting at the end of one year and the rengirest monthly thereafter, options granted as nagrdrds generally vest monthly over a four-
year period. Options granted generally are exdstdsap to 10 years .

Early exercise of stock optior

The Company typically allows employees to exerotions granted under the 2000 and 2006 Plans forieesting. The unvested shares are
subject to the Company’s repurchase right at thggnad purchase price. The proceeds initially aeorded as an accrued liability from the early
exercise of stock options (see Note 6, Balancet sleeeponents—Accrued payroll and other accruatg),raclassified to common stock as the
Company’s repurchase right lapses. At Decembe@12 and 2011 and 2010, there were unvested sinafessamount of 48,260 , 112,967 and
2,666 , respectively, which were subject to repasehat an aggregate price of $0.2 million , $0Maniand $0 million , respectively.

Common stock subject to repurchase

Pursuant to the acquisition arrangement with Waellireless, two employees were given the rightuielpase 112,612 shares of common stock
for $2.22 per share from the Company. Per thiseagesit, the Company had the right, but not the abbg, to repurchase the unvested shares of
common stock upon termination of the employmerihege two individuals, at the original purchaseg@per share. The repurchase rights with
respect to the common stock lapsed over the veptinigd, which was 24 months from the acquisitiated These restricted shares were legally
issued and outstanding and have been includeddkisblders’ equity (deficit). The amounts receiue@xchange for these shares were included
in accrued payroll and other accruals in the ac@ming consolidated balance sheet and were reftastd equity as the shares vest. At
December 31, 2012, these shares became fully vested
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The following table summarizes the combined stqufiom activity under the 2000 Plan, the 2006 Plad the 2012 Plan and non-plan stock
option agreements:

Options outstanding

Weighted Weighted
Shares average average Aggregate
available Number exercise remaining intrinsic
for grant of options price contractual term value
(in years) (in thousands)

Outstanding at December 31, 2011 1,101,11. 3,808,22. $ 3.57 6.68 $ 28,68.
Shares removed from the plan (167,16¢) —
Options granted (579,159 579,15 23.0¢
Options exercised — (1,096,78) 2.2
Options canceled 94,77+ (94,772 5.8¢
Options expired 8,26( (8,26() 3.1Z
Early exercised options repurchased and ac
back to the pool 2,75¢ —
Outstanding at December 31, 2012 460,57¢ 3,187,55 % 7.51 6.81 $ 56,36
Options vested and expected to vest as of
December 31, 2012 3,140,420 $ 7.37 6.77 $ 55,94
Options vested and exercisable as of
December 31, 2012 1,864,141 $ 3.64 545 $ 40,01«

At December 31, 2012, there was $7.2 million ofeaagnized net compensation cost related to optitnsh is expected to be recognized over a
weighted-average period of 2.69 years .

Using the Black-Scholes option-pricing model, theigited-average grant-date fair value of optioastgd to employees during 2012, 2011 and
2010 was $10.19 per share, $3.30 per share, afifl §ér share respectively. Further information réigg the value of employee options vested
and exercised during 2012, 2011 and 2010 is skt fmiow.

Years ended December 31,

(in thousands) 2012 2011 2010
Grant-date fair value of options vested duringquri $ 2,25¢ % 881 $ 46¢
Intrinsic value of options exercised during period 24,84¢ 2,56t 261

The Company uses the Black-Scholes option-pricingehto calculate the fair value of stock optionstlweir grant date. This model requires the
following major inputs: the estimated fair valuetioé underlying common stock, the expected lifthefoption, the expected volatility of the
underlying common stock over the expected lifehef dption, the risk-free interest rate and expedieidend yield. The following assumptions
were used for each respective period for emplotaskased compensation:

Years ended December 31,

2012 2011 2010
Expected Term (in years) 5.23 - 5.60 5.49 - 5.73 5.77
Volatility 47.9% - 48.7% 44.7% - 47.6% 44.0% - 44.5%
Risk-free interest rate 0.72% - 1.03% 0.98% - 2.48% 1.90% - 2.63%
Dividend yield 0.0% 0.0% 0.0%

Prior to the Company’s IPO, the risk-free ratetfar expected term of options was based on theTueasury Constant Maturity Rate as of the
grant date. The computation of expected life wasrdgned based on the historical exercise andifariebehavior of the Company’s employees,
giving consideration to the contractual terms ef stock-based awards, vesting schedules and expastaf future employee behavior. The
expected stock price volatility for the Companytsmanon stock was estimated based on the historidatility of a peer group of publicly-traded
companies for the same expected term of the optidmes peer group was selected based on industrynankkt capitalization data. The Company
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assumed the dividend yield to be zero , as the @agpas never declared or paid dividends and datesxpect to do so in the foreseeable future.

Employee Stock Purchase Pl:

In March 2012, the Company's 2012 Employee StockHase Plan (the “ESPP”) was approved. The ESBRskligible employees to purchase
shares of the Company's common stock at a dis¢tbtmigh payroll deductions of up to 15% of theigible compensation, subject to any plan
limitations. The ESPP provides for six -month dfigrperiods, except for the first offering periotliah is for 11 months, and at the end of each
offering period, employees are able to purchaseestat 85% of the lower of the fair market valuehaef Company's common stock on the first
trading day of the offering period or on the laay @f the offering period. No shares were purchasetér the plan in 2012.

The Company used the following assumptions to edérthe fair value of the ESPP offered for the yeated December 31, 2012: expected term
of 6-11 months, volatility of 43.2% - 50.0%, risteé€ interest rate of 0.14% - 0.18% and dividenttyaé zero.

Restricted Stock Awards and Restricted Stock U

In 2012, the Company began incorporating restristedk awards and RSUs as an element of its corapenglans. In February 2012, the
Company granted certain of its directors restriste¢k awards which vests 50% on the first annaurgrsf the grant, and 50% on the second
anniversary of the grant. In May 2012, the Compgmanted certain employees RSUs, which vest oné dnirthe first anniversary of the grant,
third on the second anniversary of the grant aredtbind upon the third anniversary of the grant.

A summary of the restricted stock activity for tremar ended December 31, 2012 is presented below:

Restricted Stock Awards Restricted Stock Units
Weighted Average Weighted Average
Grant Date Fair Grant Date Fair

Number of shares Value per Share Number of shares Value per Share
Outstanding at December 31, 2011 — — — _

Granted 24,15; $ 12.4: 381,33« $ 25.3¢
Vested — — — —
Forfeited — — (7,426 25.0¢
Outstanding at December 31, 2012 24,15 g 12.4: 373,90t g 25.3¢

Non-Employee Stock-Based Compensation

For the years ended December 31, 2012, 2011 ary] #8lCompany granted zero , 67,916 and 84,166nspto nonemployees, respectively. (
the 84,166 options granted during the year endexmber 31, 2010, 83,333 were granted in conneetitinthe acquisition of ExperiaHealth,
which the Company issued contingent upon certaiarmee milestones being met for 2010 and 2011. thkooptions granted to non-employees
during the three years ended December 31, 2012fulyerested on the date of grant. Stock-basedpmmation expense related to stock options
granted to non-employees is recognized as the sfoidn vests, or if fully vested, on the date drg. For stock options issued to non-employees
with specific performance criteria, the Company esa& determination at each balance sheet date evtibthperformance criteria are probable of
being achieved. Compensation expense is recogaiztb@ time it is determined that it is probable performance criteria will be met.

The fair value of the stock options granted to epamployees was calculated using the Black-Scholgsrepricing model with the following
assumptions:
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As of December 31,

2012 2011 2010
Expected Term (in years) 8.67 8.83-10 10
Volatility 46.7% 45.0% - 54.0% 46.0%
Risk-free interest rate 1.77% 1.63% - 3.41% 2.43%
Dividend yield 0.0% 0.0% 0.0%

For the years ended December 31, 2012, 2011 arj #&.Company recognized expenses of approxim@gghy000 , $907,000 and $100,000 ,
respectively, related to these options.
Allocation of Stocl-Based Compensation Expense

Stock-based compensation expense is recognized basestraight-line amortization method over #sgpective vesting period of the award and
has been reduced for estimated forfeitures. Thepg2omestimated the expected forfeiture rate basets diistorical experience, considering
voluntary termination behaviors, trends of actwehal forfeitures, and other events that will impidet forfeiture rate. To the extent the
Company’s actual forfeiture rate is different fréime estimate, the stock-based compensation exjmeadgisted accordingly.

The following table presents the stock-based cosgtéon allocation of expense (both for employeasran-employees)

Years ended December 31,

(in thousands) 2012 2011 2010

Cost of revenue $ 421 % 30 % 10
Research and development 44¢ 121 50
Sales and marketing 1,262 28k 12€
General and administrative 2,10C 1,022 322
Total stock-based compensation $ 423: $ 145¢  $ 50¢€

12. Segment

The Company has two operating segments which aherbportable business segments: (i) Product; @n8grvice, which are comprised of the
Company’s and its wholly-owned subsidiariessults from operations. Operating segments alieatbhs components of an enterprise about v
separate financial information is available thagvaluated regularly by the chief operating deaisitaker (CODM), or decision making group, in
deciding how to allocate resources and in asseggrfigrmance. The Company’s CODM is its Chief ExeeuOfficer.

The CODM regularly receives information relatedd¢wvenue, cost of revenue, and gross profit for epehnating segment, and uses this
information to assess performance and make resallomation decisions. All other financial infornat, including operating expenses and as:
is prepared and reviewed by the CODM on a consaiétbasis.

Assets are not a measure used to assess the parfmof the Company by the CODM, therefore the Gomgloes not report assets by segment
internally or in its financial statements.
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The following table presents a summary of the dpegasegments:

Years ended December 31,

(in thousands) 2012 2011 2010
Revenue
Product $ 65,02¢ $ 50,32: $ 35,51¢
Service 35,92¢ 29,18: 21,28:
Total revenue 100,95 79,50: 56,80:
Gross profit
Product 43,47 32,85} 23,29:
Service 20,85¢ 15,13¢ 12,33«
Total gross profit 64,33¢ 47,99¢ 35,62¢
Research and development 11,61¢ 9,33t 6,69¢
Sales and marketing 33,43: 28,15 20,95!
General and administrative 14,39( 11,31¢ 6,72
Income (loss) from operations 4,89¢ (80€) 1,25¢
Interest income 171 17 33
Interest expense and other finance charges (84) (332 (77)
Other income (expense), net (1,469 (2,079 (367)
Income (loss) before income taxes $ 352C § (2199 $ 84:<

Supplemental informatior

The following tables and discussion present the @onw’'s revenue by product line, as well as reveangelong-lived assets by geographic region.

Years ended December 31,

(in thousands) 2012 2011 2010
Revenue
Product
Device $ 47,728 % 37,08t $ 26,72¢
Software 17,30: 13,23¢ 8,78¢
Total product 65,02¢ 50,32: 35,51¢
Service
Maintenance and support 26,231 21,43¢ 17,44°
Professional services and training 9,69: 7,742 3,84(
Total service 35,92¢ 29,18 21,28
Total revenue $ 100,95 $ 79,50 $ 56,80:

The Company’s revenue by geographic region, basedistomer location, is summarized as follows:

Years ended December 31,

(in thousands) 2012 2011 2010
Revenue
United States $ 90,10¢ $ 73,71¢ % 51,26¢
International 10,84¢ 5,78¢ 5,531
Total revenue $ 100,95 $ 79,50 % 56,80:
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The Company’s tangible long-lived assets by gedycagegion, consisting of net property and equiptnare summarized as follows:

December 31,

(in thousands) 2012 2011 2010
Property and equipment, net
United States $ 3,465 % 2,64¢ % 1,30z
International 16€ 55 5
Total property and equipment, net $ 3631 §$ 2,701 $ 1,307

At December 31, 2012 and 2011, no customer accddiotel 0% or more of accounts receivable. For @y ended December 31, 2012, 2011
and 2010, no customer represented 10% or morevehoe.

13. Income taxe:

The components of income (loss) before income taress follows:

Years ended December 31,

(in thousands) 2012 2011 2010

United States $ 3,208 % (2,420 $ 921

International 31¢ 227 (78
Total income (loss) before income taxes $ 352C § (2199 $ 842

The components of the provision (benefit) for ineotaxes are as follows:

Years ended December 31,

(in thousands) 2012 2011 2010
Current
Federal $ 7 $ 25 ¢ (26)
State 512 15€ 83
Foreign 38 55 9
557 23€ 66
Deferred
Federal 60 6C (310
State 10 9 (9€)
Foreign = (20) (27)
70 4¢ (439)
Total income tax provision (benefit) $ 627 $ 28t % (367)

The Company had an effective tax rate of 18% ,%dl&hd (44)% for the periods ended December 31,,200P1 and 2010, respectively.
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Reconciliation of the provision for income taxeshat statutory rate to the Company’s provisionifieome tax is as follows:

Years ended December 31,

(in thousands) 2012 2011 2010
U.S. federal taxes (benefit) at statutory rate $ 1,197 $ (74€) $ 31¢€
State income taxes, net of federal benefit 151 10¢ 3
Foreign income taxes at rates other than the US rat (1Q) (72) 2
Stock-based compensation 397 34C 22¢
Change in valuation allowance (1,499 54¢€ (1,16%)
Non-deductible warrant expense 625 334 11C
Non-deductible acquisition costs — — 28:¢
Research and development credits (220 (290) (174
Other (29 64 32
Total $ 627 $ 28t % (367)

Deferred income taxes reflect the net tax effettemporary differences between the carrying anmohfssets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. The following table presents theifsggimt components of the Company’s
deferred tax assets and liabilities for the perjpdsented:

As of December 31,

(in thousands) 2012 2011
Deferred tax assets
Net operating loss carryforward $ 1427C  $ 17,77¢
Research and development credits 2,631 2,36t
Depreciation and amortization 84 55
Reserves and accruals 4,50z 3,22¢
Total deferred tax assets 21,49: 23,42«
Valuation allowance (21,199 (22,687)
Net deferred tax assets 30C 737
Deferred tax liabilities (451) (824)
Net deferred tax liabilities $ (151)) $ (87)

The Company determines its valuation allowanceeafarded tax assets by considering both positivereaggtive evidence in order to ascertain
whether it is more likely than not that deferrexl aasets will be realized. Realization of defetgedassets is dependent upon the generation of

future taxable income, if any, the timing and antaafrwhich are uncertain. Due to the history ofskes the Company has generated in the past, th

Company believes that it is not more likely tham that all of the deferred tax assets in the Unl. @anada can be realized as of December 31,

2012; accordingly, the Company has recorded avélllation allowance on its deferred tax assets|&the Company is encouraged by the pretax

profit earned in 2012 and by the favorable trenthenCompany's financial results, management bedigvis appropriate to obtain confirmatory

evidence that the improvement in the Company'dteestioperations is sustainable, and that readinatf at least some of the deferred income tax

assets is more likely than not, before reversipgréion of the valuation allowance to earnings. Tmenpany intends to review on a quarterly t
its conclusions about the appropriate amount afeferred income tax asset valuation allowancidfCompany continues to generate profits in

2013 and beyond, it is likely that the US valuatidiowance position will be reversed in the foregse future. The Company expects a significant

benefit to be recorded in the period the valuatibowance reversal is recorded and a significamtier effective tax rate in periods following the
valuation allowance reversal.

The Company’s valuation allowance decreased by ®illton and increased by $0.5 million for the ye@nded December 31, 2012 and 2011,
respectively. The $1.5 million decrease during 2@lthe valuation allowances was primarily duehte titilization of loss carryforwards and

changes in temporary differences between tax anashéial statement recognition of revenue and expérise increase during 2011 was primarily
driven by increases in reserves and accruals.

Included the net operating loss carryovers beloapjgroximately $15 million of federal net operatings and approximately $4 million of state
net operating loss carryovers attributable to exsésck option deductions. According to the authtivie guidance, concerning when tax benefits
related to excess stock option deductions candmiited to paid-in capital, the related
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valuation allowance cannot be reversed, even ifabis and circumstances indicate that it is mikedyl than not that the deferred tax asset can be
realized. The valuation allowance will only be rsesl as the related deferred tax asset is applisgtitice taxes payable. The Company follows
the authoritative guidance for ordering to deteenwhen such NOL has been realized.

At December 31, 2012, the Company had $48.0 mibiod $52.0 million , respectively, of federal atate net operating loss carryforwards. The
federal net operating loss carryforward beginsmxgiin 2015, and the state net operating loss/famward begins expiring in 2013, if not
utilized.

In addition, the Company has federal research andldpment tax credits carryforwards of approxinya®.0 million and state research and
development tax credit carryforwards of approxirfya$2.0 million . The federal credit carryforwarkegin expiring 2021 and the state credits
carry forward indefinitely . The Internal Revenuedg contains provisions which limit the amount ef aperating loss and research credit
carryforwards that can be used in any given yearsifynificant change in ownership has occurred.

The following table displays by contributing factbe changes in the valuation allowance for defetag assets since January 1, 2010:

Years Ended December 31,

(in thousands) 201z 2011 201C
Balance at the beginning of the period $ 22,687 % 21,58¢ % 22,73¢
Net operating loss utilization (3,505 (884) (741
R&D tax credit increase 272 38:¢ 19¢
Depreciation and amortization increase (decrease) 29 (309 16¢
Reserves and accruals increase 1,27: 1,581 292
Deferred tax assets (increase) decrease 437 32¢ (1,065
Balance at the end of the period $ 21,190 $ 22,68°  $ 21,58¢

The following table reflects changes in the unredngd tax benefits since January 1, 2011:

Years ended December 31,

(in thousands) 2012 2011

Gross amount of unrecognized tax benefits as abdggnning of the period $ 90¢ $ 67%
Increases related to prior year tax provisions 7 —
Decreases related to prior year tax provisions — ()]
Increases related to current year tax provisions 164 234
Gross amount of unrecognized tax benefits as oétiaeof the period $ 1,07¢ $ 90¢

As a result of the Company’s historic losses ateted valuation allowances, the Company has redatfte2 uncertain tax amounts above entirely
as reductions to deferred tax assets which arestutn a full valuation allowance in its consolelbalance sheet. The Company recognizes
interest and penalties relating to uncertain tasitfgms in income tax expense. As of December 8122and 2011, penalties and interest were zerc
for all periods. As the Company is not currentlglenexamination, it is reasonable to assume tlegbditance of gross unrecognized tax benefits
will likely not change in the next twelve months.

The Company files income tax returns in the Unii¢ates on federal basis and various states. Th@&unis not currently under any United
States federal, state and local, or non-U.S. inclaxexaminations by tax authorities for any tagatgars. The Company's Canadian tax return is
currently under audit for the year ended DecemitefB811. All of the Company’s net operating lossed research credit carryforwards prior to
2012 are subject to tax authority adjustment ahgealrs after 2008 are still subject to the taxhatity examinations.

The Company has not provided for U.S. federal an€ign withholding taxes on $0.5 million of the Coamy’s non-U.S. subsidiaries’
undistributed earnings as of December 31, 2013useEcsuch earnings are considered indefinitelyested in its international operations.
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Quarterly results of operations (unaudited)
The following tables present certain unaudited obdated quarterly financial information for eachtloe eight quarters ended December 31, 2

This quarterly information has been prepared orsiee basis as the consolidated financial statenagtincludes all adjustments necessary to
state fairly the information for the periods preeen

(In thousands, except per share data) Quarter Ended
2012 March 31, June 30 September 3C December 31
Total revenue $ 23,11¢  $ 2487¢  $ 2596¢ $ 26,99:
Gross profit $ 14,12:  $ 15,58: §$ 16,98¢ $ 17,64:
Net income (loss) $ (83€) $ 1,181 $ 1,737 $ 811
Net income (loss) attributable to common stockhelde $ (836) $ 102 $ 1,72¢  $ 80€
Net income (loss) per share attributable to comstookholders:
Basic $ (0.29) $0.00 $ 0.0¢ $ 0.0z
Diluted $ (0.29) $0.00 $ 007 $ 0.0z
Weighted average shares used to compute net inoss} per share
attributable to common stockholders:
Basic 3,661 21,73¢ 22,45( 23,95:
Diluted 3,661 2452( % 25,33% 26,13¢
Quarter Ended
2011 March 31, June 30, September 30, December 31,
Total revenue $ 18,32: $ 19,07 $ 20,40: $ 21,70¢
Gross profit $ 11,50¢ $ 11,50: $ 12,25 $ 12,73¢
Net income (loss) $ 158 % (1,497 $ (900 $ (237)
Net income (loss) attributable to common stockhelde $ — |9 (1,497 $ (900 $ (237)
Net income (loss) per share attributable to comstookholders:
Basic and diluted $0.00 $ (045 % (0.28) % (0.09)
Weighted average shares used to compute net inloss} per common
share:
Basic 2,94: 3,31 3,58¢ 3,62(
Diluted 4,91¢ 3,31z 3,58¢ 3,62(

Item 9. Changes in and Disagreements With Accountants on Aounting and Financial Disclosur

None.

Iltem 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedur

Disclosure controls and procedures are designeddore that information required to be discloseddin reports filed or submitted under the
Exchange Act is recorded, processed, summarizedegodted within the time periods specified in 8exurities and Exchange Commission's
rules and forms. Disclosure controls and procedimaade, without limitation, controls and procedsitdesigned to ensure that information
required to be disclosed in reports filed underikehange Act is accumulated and communicated tagement, including principal executive
and principal financial officers, or persons pemnforg similar functions, as appropriate to alloweisndecisions regarding required disclosure.
There are inherent limitations to the effectivenafsany system of disclosure controls and procesjuneluding the possibility of human error and
the circumvention or overriding of the controls grdcedures. Accordingly, even effective disclostoetrols and procedures can only provide
reasonable assurance of achieving their contrelotibes.
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As of December 31, 2012 we have carried out aruatiah under the supervision of, and with the pgrdtion of our management, including our
Chief Executive Officer and Chief Financial Officeff the effectiveness of the design and operaifayur disclosure controls and procedures as
defined in Rules 13a-15(e) and 15d-15(e) of thehBrge Act. Based on our evaluation, our Chief EtteeDfficer and Chief Financial Officer
concluded that our disclosure controls and proesiuere effective as of December 31, 2012.

Exemption from Management's Report on Internal Cant Over Financial Reporting

This report does not include a report of managelmassessment regarding internal control over filmhmeporting or an attestation report of
independent registered public accounting firm dua transition period established by rules of t&B€ $or newly public companies.

Prior Material Weakness in Internal Control over Rancial Reporting

A material weakness is a deficiency, or a combiamatif deficiencies, in internal control over fin@laeporting, such that there is a reasonable
possibility that a material misstatement of ouafinial statements will not be prevented or deteateticorrected on a timely basis.

In connection with our preparation of the finanattements for six months ended June 30, 201@stadgnts to our financial statements were
identified which resulted from a control deficierttyat we considered to constitute a material wesdknEhis control deficiency related to the
design and operation of controls for the prepanatiothe statement of cash flows as we did not taaireffective controls to ensure the accuracy
and appropriate presentation and disclosure ofttitement of cash flows. Specifically, the contmése not designed to consider nmash activit
related to issuance costs from the completion oiP0. The material weakness resulted in materiare and adjustments to cash flows from
operating and financing activities included witliie condensed consolidated financial statementhéoperiod ended June 30, 2012. Addition.
this material weakness could have resulted in tirdinformation or disclosures that would congéta material misstatement of our interim
condensed consolidated financial statements agdésrend consolidated financial statements thahtwigt have been prevented or detected.

Remediation Plan Execution and Statt

In response to the identified material weaknegharStatement of Cash Flows, our management, wighsaht from our Audit Committee,
executed the implementation of the following reraéidn steps beginning in the quarter ended Septe@ihe012. These efforts were focused on
(i) redesigning the statement of cash flow spreeelstspecifically related to non-cash items; @npleting a second more detailed review of the
statement of cash flows at the end of each petiifdadopting an enhanced secondary review ofstaéement of cash flows, by agreeing each
movement to supporting schedule and recalculatiagatounts in the worksheet; and (iv) employingsérwices of external consultants to assist
with the completion of the review.

We believe these steps, which are now fully impleteé, have addressed the material weakness prévidastified and have enhanced our
internal control over financial reporting, as wesl our disclosure controls and procedures. Howgvejections of any evaluation of effectiveness
to future periods are subject to the risk that mstmay become inadequate because of changesditions, or that the degree of compliance
with the policies or procedures may deteriorate.

Changes in Internal Control over Financial Reportm

As described above, we executed the remediatianfptean existing material weakness identifiedne second quarter of 2012. There were no
other changes in our internal control over finahagorting which occurred during the quarter enBedember 31, 2012 which has materially
affected, or is reasonably likely to materiallyeaff, our internal control over financial reporting.

Item 9B. Other Information

None.

PART llI

Item 10. Directors, Executive Officers and Corporate Governace

The information required for this Item 10 is incorated by reference from our Proxy Statement tfildse in connection with our 2013 Annual
Meeting of Stockholders.
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Our written codes of conduct apply, collectivetyall of our directors and employees, includingoesteve officers, including without limitation
our principal executive officer, principal finant@kficer, principal accounting officer or contretl or persons performing similar functions. The
codes of conduct are available on our websitevat.vocera.comnder the hyperlink titled "Corporate Governanéhanges to or waivers of the
codes of conduct will be disclosed on the same itebs

Item 11. Executive Compensation

The information required for this Item is incorpiae by reference from our Proxy Statement to leg fibr our 2013 Annual Meeting of
Stockholders.

Iltem 12. Security Ownership of Certain Beneficial Owners andlanagement and Related Stockholder Mattel

The information required for this Item is incorpi@e by reference from our Proxy Statement to legl fibr our 2013 Annual Meeting of
Stockholders.

Item 13. Certain Relationships and Related Transactions, an®irector Independence

The information required for this Item is incorpiae by reference from our Proxy Statement to leg fibr our 2013 Annual Meeting of
Stockholders.

Item 14. Principal Accounting Fees and Service

The information required for this Item is incorpi@e by reference from our Proxy Statement to legl fibr our 2013 Annual Meeting of
Stockholders.

PART IV

Iltem 15. Exhibits, Financial Statement Schedule

(a)The following documents are filed as a parhig Annual Report on Form 10-K:

1. Financial Statements:

The financial statements filed as part of this repee listed in the “Index to Financial Statemé&utsder Part Il, Iltem 8 of this report.

2. Financial Statement Schedule:

All schedules are omitted as the required inforarats inapplicable or the information is preseritethe Consolidated Financial Statem:
or Notes to Consolidated Financial Statements ulteler 8.
3. Exhibits:
See Exhibit Index following the signature pagehi$ report.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1é&f(the Securities Exchange Act of 1934, the Resyisthas duly caused this report tc
signed on its behalf by the undersigned thereualy althorized.

VOCERA COMMUNICATIONS, INC.

Date: March 12, 2013 By:  /s/ RobertJ. Zollars

Robert J. Zollars
Chief Executive Officer

(Principal Executive Officer)

Date: March 12, 2013 By: /sl William R. Zerella

William R. Zerella
Chief Financial Officer

(Principal Financial Officer)

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each persorosé signature appears below constitutes and ag@otiert J. Zollars,
William R. Zerella and Jay M. Spitzen, and eacthefm, as his true and lawful attorney-in-fact agdrd, with full power of substitution and
resubstitution, for him and in his name, place stiedd, in any and all capacities, to sign any draheendments (including post-effective
amendments) to this Annual Report on FormKl@nd to file the same, with all exhibits theredaod other documents in connection therewith,
the Securities and Exchange Commission, granting said attorneys-in-fact and agents, and eacheont full power and authority to do and
perform each and every act and thing requisitereessary to be done in connection therewith, Igstéuall intents and purposes as he might or

could do in person, hereby ratifying and confirmaligthat said attorneys-in-fact and agents, ora@fthhem, or their or his substitutes, may
lawfully do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bblptte following persons on behalf of
the Company and in the capacities and on the datesated:
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Signature Title Date

/s/ Robert J. Zollars

Chairman of the Board and Chief Executive
Officer
Robert J. Zollars (Principal Executive Officer) March 12, 2013

/s/ William R. Zerella

Chief Financial Officer
William R. Zerella (Principal Accounting and Financial Officer) March 12, 2013

/s/ Brian D. Ascher
Brian D. Ascher Director March 12, 2013

/sl John B. Grotting
John B. Grotting Director March 12, 2013

/sl Jeffrey H. Hillebrand
Jeffrey H. Hillebrand Director March 12, 2013

/s/ Howard E. Janzen
Howard E. Janzen Director March 12, 2013

/s/ John N. McMullen
John N. McMullen Director March 12, 2013

/sl Hany M. Nada
Hany M. Nada Director March 12, 2013

/sl Sharon O'Keefe
Sharon O'Keefe Director March 12, 2013

79




Table of Contents

EXHIBIT INDEX

Incorporated by reference

Exhibit File Filed
Number Exhibit title Form No. Date Number herewith
3.01 Restated Certificate of Incorporation of the S-1 333- August 24, 201 3.01
Registrant. 175932
3.02 Restated Bylaws of the Registrant. S-1 333-  August 24, 201 3.0z
175932
4.01 Amended and Restated Investor Rights S-1 333- August 1, 201, 4.0z
Agreement, dated as of October 10, 2006, by 175932
and among the Registrant and certain investors
of the Registrant.
10.01 Forms of Indemnity Agreement by and betw  S-1 333- August 1, 201, 10.01
the Registrant and each of its directors and 175932
executive officers.
10.02+ 2000 Stock Option Plan, as amended, and fo8¥1(A2) February 24, 201 10.0z
of stock option agreement.
10.03+ 2006 Stock Option Plan, as amended, and fo8¥l(A2) 333- February 24, 201 10.0¢
of stock option agreement. 175932
10.04+ 2012 Equity Incentive Plan and forms of equi§+1(A3) 333- March 13, 201, 10.0¢
award agreements. 175932
10.05+ 2012 Employee Stock Purchase Plan. S-1(A3B3- March 13, 201, 10.0¢
175932
10.06+ Form of Option Agreement dated July 31, S-1 333- August 1, 201, 10.0¢
2007, by and between the Registrant and each 175932
of Brent Lang, Victoria Perkins, Martin Silver
and Robert Zollars.
10.07+ 2010 Stock Option Agreement to purchase S-1 333- August 1, 201, 10.07
common stock, dated as of November 3, 2010, 175932
issued by the Registrant to DS Consulting
Associates, LLC and 2011 Stock Option
Agreement to purchase common stock, dated as
of November 3, 2010 issued by the Registrant
to DS Consulting Associates, LLC.
10.8 Lease Agreement, dated as of September 26, S-1 333- August 1, 201, 10.11
2007, by and between 525 Race Street, LLC 175932
and the Registrant, as amended on February 17,
2011.
10.9 Second Amended and Restated Loan and S-1(A2) 333- February 24, 201 10.12
Security Agreement, dated as of January 30, 175932
2009, by and between Comerica Bank and the
Registrant, as amended on February 19, 2010,
December 13, 2010, August 8, 2011, October
19, 2011 and December 31, 2011.
10.10% Original Equipment Manufacturer Agreement, S-1 333- August 1, 201 10.1:



10.11%

dated as of April 25, 2002, by and between
Nuance Communications, Inc. and the
Registrant, as amended through April 4, 2006.

Contract Manufacturing Agreement, dateda  S-1
June 7, 2010, by and between SMTC
Corporation and the Registrant.

175932

333-
175932
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10.12+

10.13+

10.14+

10.15+

21.01

23.01

24.01

31.01*

31.02*

32.01*

101.INS#

101.SCH#

101.CAL#

101.DEF#

101.LAB#

101.PRE#

Form of Change of Control Severance S-1(A2)  333-
Agreement by and between the Registrant and 175932
each of its executive officers.

Separation Agreement, dated as of Decembef5-1(A2)  333-
20, 2011, by and between Martin Silver and the 175932
Registrant.

Form of non-plan Restricted Stock Purchase S-1(A2)  333-

Agreement for non-employee directors. 175932
Form of Irrevocable Contingent Option S-1(A4)  333-
Exercise Agreement by and between the 175932

Registrant and Matrtin Silver.
List of subsidiaries.

Consent of PricewaterhouseCoopers LLP,
independent registered public accounting firm.

Power of Attorney (included on signature
page).

Certification of Chief Executive Officer

pursuant to Securities Exchange Act Rules 13a-
14(a) or 15d-14(a), as adopted pursuant to
Section 302 of the Sarban@sdey Act of 2002

Certification of Chief Financial Officer

pursuant to Securities Exchange Act Rules 13a-
14(a) or 15d-14(a), as adopted pursuant to
Section 302 of the Sarban@sdey Act of 2002

Certification of Chief Executive Officer and
Chief Financial Officer pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002.

XBRL Instance Document
XBRL Taxonomy Schema Linkbase Document

XBRL Taxonomy Calculation Linkbase
Document

XBRL Taxonomy Definition Linkbase
Document

XBRL Taxonomy Labels Linkbase Document

XBRL Taxonomy Presentation Linkbase
Document

February 24, 201

February 24, 201

February 24, 201

March 26, 201.

10.1¢

10.1¢

10.1%

10.1¢

*  Indicates management contract or compensatorygslarrangement.

T Portions of have been granted confidential treatrbgrthe SEC.



of that section, nor shall it be deemed incorpar@tereference into any filing under the Securifies of 1933, as amended, or the Securities Exaldug of
1934, as amended, whether made before or aftefatiechereof and irrespective of any general incaitfmn language in any filings.

In accordance with Rule 406T of Regulation S-T,itlfermation in these exhibits is furnished andrded not filed or part of a registration statement o
prospectus for purposes of Sections 11 or 12 oStwrities Act of 1933, as amended, is deemeélledtfor purposes of Section 18 of the Exchangé @c
1934, as amended, and otherwise is not subjeittitity under these sections.
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LIST OF SUBSIDIARIES
VOCERA COMMUNICATIONS, INC.

Vocera Communications UK Ltd. (United Kingdom)
Vocera Communications Australia Pty Ltd. (Australia
Vocera Hand-Off Communications, Inc. (Tennessee)
Vocera Canada, Ltd. (Canada)

ExperiaHealth, Inc. (Delaware)



Exhibit 23.01

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtiee Registration Statements on Form S-8 (N83:180417 and 333-186818) of Vocera
Communications, Inc. of our report dated March2(?,3 relating to the financial statements, whicpeagps in this Form 10-K.

/sl PricewaterhouseCoopers LLP

San Jose, California
March 12, 2013



EXHIBIT 31.01

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O RULE 13a-14(a) OR 15d-14(a) OF
THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-
OXLEY ACT OF 2002

I, Robert J. Zollars, certify that:
1. I have reviewed this Annual Report on Form 10fK/ocera Communications, Inc.:

2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or donfitate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadiisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememt3,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angtifie periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1f6f the registrant and have:

a) Designed such disclosure controls and procedoresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhsabsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared,;

b) [Intentionally deleted];

c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentisineport our conclusions about the
effectiveness of the disclosure controls and prors] as of the end of the period covered by #psnt based on such evaluation; and

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

5. The registrant’s other certifying officer(s) andave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of the registrant’s board of direct(ws persons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cormtver financial reporting which are
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refiwoancial information; and

b) Any fraud, whether or not material, that invawveanagement or other employees who have a sigmifiole in the registrar®’interna
control over financial reporting.

Date: March 12, 2013 /s/ Robert J. Zollars
Robert J. Zollars
Chief Executive Officer




EXHIBIT 31.02

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O RULE 13a-14(a) OR 15d-14(a) OF
THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-
OXLEY ACT OF 2002

I, William R. Zerella, certify that:
1. I have reviewed this Annual Report on Form 10fK/ocera Communications, Inc.:

2. Based on my knowledge, this report does notadoriny untrue statement of a material fact or donfitate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadiisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememt3,other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angtifie periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)15¢r the registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgabsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared,;

b) [Intentionally deleted];

c) Evaluated the effectiveness of the registragisslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and prors] as of the end of the period covered by #psnt based on such evaluation; and

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

5. The registrant’s other certifying officer(s) anaave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of the registrant’s board of direct(@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal comtver financial reporting which are
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refiwancial information; and

b) Any fraud, whether or not material, that invawveanagement or other employees who have a sigmifiole in the registrar®’interna
control over financial reporting.

Date: March 12, 2013 /s/ William R. Zerella
William R. Zerella
Chief Financial Officer




EXHIBIT 32.01
CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

Pursuant to 18 U.S.C. Section 1350, as adoptediguirso Section 906 of the Sarbanes-Oxley Act @22®Robert J. Zollars, Chief Executive
Officer of Vocera Communications, Inc. (the “Compgnand William R. Zerella, Chief Financial Officef the Company, each hereby certifies
that, to his knowledge:

1. The Company’s Annual Report on Form 10-K for pleeiod ended December 31, 2012 , to which thigifdation is attached as Exhibit 32.01
(the “Periodic Report”), fully complies with theqeirements of Section 13(a) or Section 15(d) ofSkeurities Exchange Act of 1934, as
amended; and

2. The information contained in the Periodic Refairly presents, in all material respects, thaficial condition and results of operations of the
Company.

In Witness Whereof, the undersigned have set Hagids hereto as of the 12th day of March 2013 .

/s/ Robert J. Zollars /s/ William R. Zerella
Robert J. Zollars William R. Zerella
Chief Executive Officer Chief Financial Officer




