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Dear Fellow Shareholders,

2010 was a pivotal year during which we delivered a strong performance. Our revenue growth was solid
across all our products and services and resulted in a markedly improved financial performance. We
successfully attracted several new customers to our Business Solutions services platforms and, with a
base of nearly 1.2 million M2M subscriptions, Numerex confirmed its place in an elite group of business-
to-business leaders around the world. Throughout the year, we prepared for the future with the addition of

new technological capabilities as well as record high investment in business and product development.

EXAMPLES OF OUR RECENT MARKET ACCOMPLISHMENTS ARE AS FOLLOWS:

Launched the AccelaView™ application designed to meet the core needs of the auto insurance industry and
other customers. This scalable and configurable telematics platform enables customers to build their own vehicle

monitoring programs.

Cited as a project partner for the creation of an affordable broadband network across Colorado that will increase
high-speed Internet access to underserved schools, libraries, colleges and communities.

Introduced Numerex WorldPass™, a suite of cellular-based network services expanding the Company’s geographic
reach to enable the management of M2M smart devices throughout the United States and in 175+ countries with a
variety of flexible network plans and an easy-to-use single Subscriber Identity Module (SIM) interface.

Expanded and strengthened our cooperation agreements with a variety of major global wireless carriers,
manufacturers and infrastructure providers. Announced the formation of our M2M Business Solutions group that
delivers Numerex DNA® (device, network and application) and integrates the foundational elements of an M2M
solution via a single source designed to accelerate solution development and deployment.

Achieved ISO/IEC 271001:2005 information security standard re-certification through BSI Management Systems,
Inc., a leading global independent business services organization.

Received industry recognitions for our products (satellite tracking tag and tracking platform) and our company as
a whole (listed on the “Connected World 100” as one of the top game-changing companies in connected devices
and M2M, recognized by Everything Channel as one of North America’s top technology integrators and named to
the prestigious “VARS500” list for the ninth consecutive year).

Announced collaboration with Cinterion that will combine their portfolio of wireless modules with the Company’s
network and application technology to provide a full range of integrated M2M services.

Won with QinetiQ North America an important contract renewal with Federal Emergency Management Agency
(FEMA) for asset tracking services.

Continued to spearhead M2M standardization activities within the US Telecommunications Industry Association
(TIA) through chairing the Smart Device Communications Engineering Committee (TR-50) and heading the recently-
created Global Standardization Collaboration (GSC) M2M Standardization Task Force (MSTF).

Numerex significantly advanced its business in 2010 while achieving its financial objectives.




FINANCIAL HIGHLIGHTS FOR THE YEAR INCLUDE:

Digital subscriptions increased to 1,171,000 at the end of fiscal 2010. This compares with 937,000 recorded at
the end of the fourth quarter of 2009, reflecting a 25% growth rate. Certain markets grew at a much slower pace
than the balance of our general M2M subscription base, which grew between 30 and 40% over our fiscal 2009
performance.

For the fiscal year ended December 31, 2010, the Company reported consolidated revenue of $58.2 million
compared to $50.8 million in fiscal 2009. During fiscal 2010, the Company reported service revenues of $34.5
million and hardware revenues of $23.7 million compared to $30.5 million in service revenues and $20.3 million in
hardware revenues, respectively, during the same period last year.

Consolidated gross margin for the fiscal year ended December 31, 2010, was 44.1% compared to 44.0% during the
fiscal 2009.

Non-GAAP net earnings, before non-cash charges and the Orbit One-related litigation settlement, increased by
126% to $7.0 million for fiscal 2010 compared to $3.1 million for fiscal 2009.

GAARP loss from operations was $ 0.4 million for fiscal 2010, compared to a GAAP loss from operations of $1.7
million in fiscal 2009. This improvement is attributed to improved operating performance that was partially offset by
litigation settlement and related expenses.

Numerex ended fiscal 2010 with cash and cash equivalents of $10.5 million compared to $5.3 million at the end of
fiscal 2009. The increase in cash and cash equivalents was primarily due to $8.6 million in cash flow generated by
operations, offset by $2.6 million spent on capital expenditures and $0.8 million on financing activities.

Entered into a revolving credit facility of up to $5 million with Silicon Valley Bank which provides additional funds
for working capital and general business purposes.

Our focus will continue to center on our Business Solutions client programs and our recurring service revenue
platforms that will, we believe, be conducive to increased enterprise value. With a strong balance sheet and
positive cash generation, we are well-positioned to continue to execute our strategy and scale our M2M
service platforms. We are excited and privileged to be leading an industry with substantial untapped growth

potential worldwide.

Thank you for your support and continued interest in Numerex.

Sincerely,

%—@Qmm

Stratton J. Nicolaides

Chairman and Chief Executive Officer




ACCELERATING

INNOVATION

W H AT I S M2M (machine-to-machine) consists of using a device (e.g., sensor, meter, etc.) to capture
? an “event”(e.g., inventory level, location, environment status, etc.) relayed through a network
(e.g., wireless, wired or hybrid) to an application (software program), which translates the

|

captured data into meaningful and usable information (overheating, low power, empty, in

motion, etc.). This intelligent environment enables the users to cost-effectively improve the management of their assets
in the field, compile data in order to evaluate their product offerings on a real-time basis, secure their assets by tracking their

whereabouts or to monitor the integrity of their performance.

Pervasive Internet, Internet of things, intelligent device management, telematics, telehealth, telemedicine, telemetry,
remote monitoring, sensor networking, smart devices, smart service, smart home, SCADA (supervisory control and data
acquisition), smart appliance, smart road, smart transportation, smart bridge, smart technology, smart meter, smart grid

and even IBM’s Smarter Planet Initiative are all about M2M communications.

The plain fact is that all have similar goals in mind, which is to raise the level of “intelligence” of their assets through

integration into an M2M ecosystem.

W
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Numerex Corp. was first traded publicly

in March 1994 (Nasdag:NMRX). We are

a leading provider of business services,

technology and products used in the
development and support of M2M solutions for enterprise and
government markets worldwide. We stand out for our longevity,
hallmarks (various industry awards), substantial intellectual
property and continuing transparency due to our public company
status. Ensuring the confidentiality, integrity and availability of
our customers’ data is paramount as evidenced by our ISO/IEC
27001:2005 information security certification. “Machines Trust
Us®” represents the Company’s focus on M2M data security,
service reliability and round-the-clock support of our customers’
M2M solutions.

Numerex helps customers identify the M2M solutions that will
catapult their business beyond their competitors, looking at their
business from a whole new perspective.

The principles that define and guide our company reflect our
steadfast focus on service and commitment and are expressed
in our Numerex PRIDE™ (people, responsiveness, integrity,
development and excellence).

We work with our enterprise customers

to develop solutions that meet their

M2M business needs. Numerex is an

early pioneer in the M2M space and has

years of experience in delivering proven
processes and tools that make building any M2M solution easier.
We provide the know-how and intellectual capital to make any M2M
solution work efficiently, securely and quickly.

We offer an extensive range of products and services that work
effectively with our hosted platforms and make integration between
smart device, network and application a seamless process. From
stationary or static solutions that involve monitoring, measuring and
metering applications to asset tracking on a global scale, our team
of M2M on-boarding specialists and engineers work to optimize
commercialization of a solution.

Our emphasis is on providing secure, real-time device management,
network and application platforms monitoring. Numerex’s platforms
provide a sound nexus for serving M2M emerging and promising
markets. Thanks to our extensive network coverage, we are
progressively making our M2M development and deployment
capabilities available to a wide range of industries around the world.

Numerex has two primary routes to market: M2M Business
Solutions and Distributed Products. Both are supported by our
differentiated infrastructure, the main components of which are
Numerex DNA® and Numerex FAST®.



WHERE HOW

WE ARE WE’'RE DIFFERENT

WORLDWIDE, DIVERSIFIED FOOTPRINT

An important dimension of Numerex

WorldPass is that it streamlines the

certification processes by coordinating

with the major global carriers to

ensure network compatibility,

validation of commercial functionalities
and optimization of devices on =

selected networks.

MACHINESTRUSTUS'

INFORMATION SECURITY,
SETTING STANDARDS

ALWAYS AT

the vanguard of the

M2M

INDUSTRY

“Numerex has been a great partner for iControl and key
to many of our customer service launches. They have
really taken the time to understand how our business
model is unique and worked closely with us to create a
tailored solution that works for everyone involved.”







M2

Business Solutions

Numerex’s M2M Business Solutions group, at the core of the Company’s business, provides services designed to help our clients
use M2M to address core business problems and create competitive differentiation. Business services enable the development
of efficient, reliable and secure solutions, while simplifying and speeding up deployment through streamlined processes and

comprehensive integration services.

Our turnkey and innovative approach to enabling our clients’ M2M solutions as well as the attention we give to specific requirements
and circumstances are critical differentiators. It is through effective and efficient deployment that Numerex has made its mark.

N\ Numerex 6D Process™

Listening, building and supporting are the guiding principles of our M2M

DISCOVER

Business Solutions group. We are focused on enabling our clients’
DEFEND DEFINE solutions from end-to-end through a unique and easy-to-use 6D Process™
that ensures the delivery of an efficient M2M solution cost-effectively:

DISCOVER: \We understand the client’s business, challenges, priorities,
objectives and requirements

DEPLOY DESIGN DEFINE:  We articulate an efficient solution concept

DESIGN:  \We transform the concept into a preliminary prototype and
DEVELOP prepare quality control and test plans

DEVELOP: \We implement the solution and ensure that it is working

properly through thorough testing
DEPLOY:  We launch the pilot followed by commercial market rollout

DEFEND: e protect and improve the client’s market position and
solution performance

MACHINESTRUSTUS'



Drew Sheahan,
President, Virtual Fleet Supervisor

Numerex DNA®

Where it typically takes between four to six vendors and partners to implement one M2M
enterprise solution, Numerex DNA integrates all the necessary foundational components
(i.e., smart device, cellular and satellite network and software application) of any M2M
solution through a single source. Central to Numerex DNA, our enabling services hold
everything together before, during and after an application is launched.

Numerex FAST®

It is an open and configurable application development platform. It is an application stack
that provides the customer with all the building blocks necessary for the rapid deployment of
an M2M solution. Thanks to Numerex FAST, multiple devices can be connected to multiple
wireless networks through a single application. We offer branding, hosting services, gateway

development, extensive device management and application monitoring tools.

The availability of Numerex’s application building blocks for turnkey use or assembly
into more customer-specific solutions allows any developer to quickly build a branded,
web-based application.

Numerex has “the infrastructure that matters” with visibility into and control of unique
network features such as automatically detected international roaming service, granular
fraud detection, low latency and guaranteed SMS delivery.




DISTRIBUTED
PRODUCTS

In addition to the business services, we market and sell white box solutions through our M2M Distributed Products group typically

to customers with well-defined markets that do not necessarily require a configured or customized solution. These end-user ready
solutions are typically marketed and sold via dealer and distribution channels. Our distributed products have made their way into a
myriad of markets, including primarily residential and commercial security, location-based services markets and a number of

additional fixed-wireless or “static” applications.

Residential & Commercial Security

Our Uplink® suite of “white box” alarm security products are sold “off the shelf” into
distribution and to dealers throughout North America. Our security subscriptions
grew 22% in 2010. This product suite will continue to diversify into new vertical
markets such as banking, tower monitoring, ATMs and other monitored asset

markets, leveraging our existing platforms. In addition, we continue introducing

new asset tracking product lines into the same

distribution/dealer channels that were traditionally HOME
ALARM
WE OFFER SOLUTIONS FOR: exclusively geared to the alarm security industry. OFF

e Residential Security

* Commercial Security We offer solutions for residential security,

* Home Automation & Control commiercial security, home automation & control

* Offender Monitoring and offender monitoring.

>

“Gradual revival of the housing sector and growing customer awareness about the need to install a cost-effective and efficient home security

system is likely to fuel demand for alarm monitoring services in the near future.”

Source: “Global Alarm Monitoring Services Market to Reach US$43.3 Billion by 2015, According to a New Report by Global Industry Analysts, Inc.”,
Company Press Release, January 3, 2011

MACHINESTRUSTUS’



Location-Based Services
(LBS)

“The worid satellite M2M communications
market is currently experiencing
exponential growth as companies seek
to raise productivity while reducing
costs. M2M hardware and equipment
have continuously reduced in both

size and cost in the last five years.

The market earned revenues of $726
million in 2009 and is estimated to
reach $1.90 billion in 2016. The United
States dominates the world satellite
M2M communications market with
62% market share since its enterprises
have the capital to implement M2M.
The Asia-Pacific region is expected to
experience maximum growth in terms
of regional share in the long term.”

Fixed Wireless or “Static” Applications
Numerex provides products and services for telehealth, the remote

monitoring and controlling of oil and gas pipelines, liquid tanks, vending
machines, sprinkler and drip irrigation, automatic meter reading, advertising

billboards and many other fixed applications and industries.

“iIGPS, after extensive research, selected Numerex for the ‘real-time’ GSM/GPS tracking of thousands
of our RFID tagged plastic rental pallets currently flowing throughout the vast supply chain in North
America. The results have shown that the solutions have been durable and reliable and proven to be
cost-effective as well as meeting technical expectations and rigorous KPI’s as defined.”




STRATTON J. NICOLAIDES ALAN CATHERALL MICHAEL A. MARETT
Chairman, Chief Financial Officer Chief Operating Officer
Chief Executive Officer

JEFFREY O. SMITH, Ph.D. LOUIS FIENBERG
Chief Technology Officer Executive Vice President
Corporate Development




Board of
Directors

Stratton J. Nicolaides
Chairman of the Board

Jobn G. Raos

Vice Chairman, Lead Independent Director
Audit Committee Chair

Brian C. Beazer
Independent Director
Nominating Committee Chair

George Benson
Independent Director
Compensation Committee Chair

EJ Constantine
Independent Director

Andrew J. Ryan

General Counsel and Corporate Secretary

FORM 10-K INVESTOR CONTACT
Additional copies of the Company’s Annual Report on Form
10-K for 2010 (without exhibits), 10Q and other SEC reports
are available from the Company at no charge and may be
accessed from the Investor Relations section of the Company’s
Website at www.numerex.com. Other investor contacts
should be directed to Alan B. Catherall, Chief Financial
Officer, at the Company’s corporate office.
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The annual meeting of shareholders will be held on Friday,
May 20, 2011 at 11:00am EDT.
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Forward-Looking Statements

This document may contain forward-looking statements with respect to Numerex future financial or business
performance, conditions or strategies and other financial and business matters, including expectations regarding
growth trends and activities. Forward-looking statements are typically identified by words or phrases such as
"believe," "expect,” "anticipate,” "intend," "estimate," "assume,"” "strategy," "plan," "outlook," "outcome,"
"continue,” "remain," "trend," and variations of such words and similar expressions, or future or conditional verbs
such as "will," "would," "should," "could," "may," or similar expressions. Numerex cautions that these forward-
looking statements are subject to numerous assumptions, risks and uncertainties, which change over time. These
Jorward-looking statements speak only as of the date of this press release, and Numerex assumes no duty to update
forward-looking statements. Actual results could differ materially from those anticipated in these forward-looking
statements and future results could differ materially from historical performance.

The following factors, among others, could cause actual results to differ materially from forward-looking statements
or historical performance: our inability to reposition our platform to capture greater recurring service revenues, the
risks that a substantial portion of revenues derived from government contracts may be terminated by the government
at any time, variations in quarterly operating results; delays in the development, introduction, integration and
marketing of new services, customer acceptance of services; economic conditions resulting in decreased demand for
our products and services, including a prolonged deterioration of the housing market; the risk that our strategic
alliances and partnerships will not yield substantial revenues; changes in financial and capital markets, the inability
to raise growth capital on favorable terms, if at all; the inability to attain revenue and earnings growth, changes in
interest rates; inflation; the introduction, withdrawal, success and timing of business initiatives and strategies;
competitive conditions, the inability to realize revenue enhancements; disruption in key supplier relationships and/or
related services, unexpected costs associated with our continued investments and expansion in international markets;
and extent and timing of technological changes. Numerex SEC reports identify additional factors that can affect
forward-looking statement.

PART I. BUSINESS

Overview

Numerex Corp. (“Numerex,” “Company” or “we”) is a provider of a broad spectrum of secure machine-to-machine
(M2M) services. Our subscription-based sales model emphasizes recurring revenues in order to increase our
profitability and enhance shareholder value creation. We have continuously developed technology, networks, and
applications towards increasing subscriptions for our services and products. We believe that simplifying the
development and deployment process is an important key to promoting sustainable growth in the M2M industry.
Numerex DNA® is our way of combining a device, a network and an application to bring a customer’s M2M solution
to life rapidly and easily. Our goal is to “jumpstart” the application process for our customers, through our foundation
application software technology or Numerex FAST®, and to be a single source for M2M products and services, i.e., a
“one stop shop.”

M2M is defined as electronic data communications between devices, systems, and people that turns data into useful
information across many industries. At Numerex, we concentrate our efforts on several critical vertical markets:
commercial and residential security, energy and utilities, healthcare, financial services, and government &
transportation. We endeavor to ensure data confidentiality, integrity and availability through the full range of our
services.

We believe that Numerex has established a leadership position in M2M through delivering end-to-end, single-source
solutions as well as “white label” products, i.e., products that are available for distribution as branded offerings
through Value Added Resellers (VARs), vertically focused System Integrators (SIs) and Original Equipment
Manufacturers (OEMs) who choose to integrate our products and services into their own solutions. Numerex
customers can select from a menu of products and services that address their specific M2M needs.



Numerex has developed industry-specific expertise in offering M2M solutions with a host of value added services. We
provide value to our customers in removing much of the complexity associated with the design, development,
deployment and support of their own M2M solutions so that they can better focus on their primary business objectives
and speed time to market. Generally, our customers serve the final end user such as, for example car and truck drivers
or homeowners, as well as industrial users who want to better monitor and control their operational processes.

We continue to look for ways to expand our expertise by entering new vertical sectors conducive to our long-term
recurring revenue model. We may choose to enter those sectors organically, through industry partnerships or
acquisition.

Our offerings use cellular, satellite, broadband and wireline networks. We are technology-neutral and utilize a
diverse range of manufacturing sources and telecommunications standards. We emphasize high-margin application-
centered offerings, and have repositioned our business to de-emphasize hardware-only selling and focus on solution
and service-based contracts. Our strategy will continue to include the marketing and selling of hardware that results
in long-term recurring service revenues.

We have developed an integrating platform resting on the data processing power of the internet (a.k.a “cloud
computing”) to provide turnkey solutions, i.e., the complete Numerex DNA, to our customers. We call this platform
Numerex FAST (Foundation Application Software Technology), an open, configurable application development
platform, which is akin to a traditional “service bureau” that shortens time to implementation and limits deployment
risks.

Numerex Corp is headquartered in Atlanta, Georgia, and organized under the laws of the Commonwealth of
Pennsylvania. The Company was first traded publicly in March 1994 (NASDAQ: NMRX). At the time, the
Company focused on “derived channel”, a wireline-based telemetry data communications solution (“telemetry” is
eventually subsumed by the ‘M2M” acronym) and served select vertical markets that included alarm security and line
monitoring. In November 1999, we sold our wireline business to British Telecommunications PLC (“BT”) in order to
focus on our nascent wireless data communications business.

In May 1998, Numerex Corp., BellSouth Corporation and BellSouth Wireless, (which became Cingular in 2001 and
AT&T in January 2007, following the merger between BellSouth and ATT in December 2006), completed a
transaction whereby Cellemetry LLC, a joint venture between Numerex and Cingular, was formed. Cellemetry LLC
provided a cost-effective, two-way wireless data communications network throughout the United States, Canada,
Mexico, Colombia, Argentina, Paraguay, the Dutch Antilles, and Puerto Rico. On March 28, 2003, we acquired
Cingular’s interest in Cellemetry LLC.

During this period, we developed a Short Message Service Center (SMSC)-operated service bureau, “DatalSource,”
providing SMS-related services to tier 2 and 3 carriers throughout the USA. While Datal Source was subsequently
sold, it helped advance our technical expertise in the digital GSM and CDMA realms, and provided a solid foundation
on which to build our current network platforms. In parallel, we expanded our technical platform to serve the mobile
tracking and alarm monitoring markets.

At the beginning of 2006, the Company further enhanced its portfolio of wireless products and services through the
acquisition of the assets of Airdesk, Inc. Airdesk’s wireless data solutions, network access and technical support have
been fully integrated into the Company’s operations.

In 2007, Numerex acquired the assets of Orbit One Communications, Inc., which provides satellite data products and
services to government agencies and the emergency service market.



In January 2008, Numerex was awarded the international ISO/IEC 27001:2005 Certification (ISO 27001) by BSI
Management Systems. ISO 27001 is ISO’s highest security certification for information security that ensures data
confidentiality, integrity and availability every step of the way. The ISO 27001 certification facilitates compliance
with an array of information security-related legislation and regulations in Numerex’s target markets such as utilities
(NERC CIP Cyber Security mandates), financial services (GLBA and PCI DSS), healthcare (HIPAA), government
(FISMA), and across markets (state laws governing security breach notification and Sarbanes Oxley Act). In January
2011, Numerex completed the three-year ISO 27001 standard re-certification.

In October 2008, Numerex acquired Ublip, a privately-held M2M software and services company headquartered in
Dallas, Texas. With this acquisition, Numerex gained an infusion of technology and expertise, including middleware
designed to simplify and jumpstart application development and deployment.

Since our inception, we have moved from a product-centric to a solution-centric business. Due to strong organic
growth and strategic acquisitions that added to our core competencies in the M2M space, we have assembled the
principal elements of Numerex DNA® (DNA = Device, Network, and Application) that address all critical
(sometimes referred to as ‘foundational’) components of the M2M value chain.

NUMEREX’S CORE BUSINESS

Numerex’s products and services are primarily marketed to Fortune 1000 companies, some of them with global
needs, and geared towards enterprise and commercial markets. Our vertical markets include security, energy and
utilities, transportation, government, financial services, and healthcare. We have several specific sub-vertical market
applications connected to our platforms that include real estate, home automation, remote patient monitoring, vehicle
tracking and scoring, emergency response, fleet management, document management, logistics, amongst many
others. We can address these disparate market needs by leveraging our horizontal platforms, enabling services, and
business processes, which are designed to minimize configuration or customization regardless of application, making
our business scalable with high operating leverage.

We support a wide range of remote devices and our Global Gateway to Secure M2M™ (GGSM) network platform
offers a choice of cellular and satellite options. With Numerex WorldPass™, which enables the management of
M2M smart devices throughout the United States and in over 200 countries with a variety of flexible network plans
and easy-to-use single SIM (Subscriber Identity Module) interface and introduced in 2010, all the aspects of
international connectivity including any associated regulations, processes and data requirements are handled.

We work with our enterprise customers to develop solutions that meet their M2M business needs. Numerex is an
early pioneer in the M2M space and has years of experience in bringing proven processes and tools that make
building any M2M solution easier.

We offer an extensive range of products and services that work with our hosted platforms and make integration
between smart device, network, and application a seamless process. From stationary, or ‘static’, solutions that
involve monitoring, measuring, and metering applications to asset tracking on a global scale, our team of M2M on-
boarding specialists and engineers work to optimize commercialization of a solution.

Our emphasis is on providing secure, real-time device management, network and application platforms monitoring.
Numerex’s platforms provide a sound nexus for serving new and emerging M2M markets. Our extensive network
coverage allows us to progressively make our M2M development and deployment capabilities available to a wide
range of industries around the world.

Numerex has two primary routes to market: M2M Business Solutions and Distributed Products. Both are
supported by our differentiated infrastructure the main components of which are Numerex DNA® and Numerex
FAST™,



Routes to Market

«» M2M Business Solutions

Numerex’s M2M Business Solutions group, at the core of the Company’s business, provides services designed to
help our clients use M2M to address core business problems and create competitive differentiation. Business services
enable the development of efficient, reliable, and secure solutions while simplifying and speeding up deployment
through streamlined processes and comprehensive integration services.

Our turnkey and innovative approach to enabling our clients’ M2M solutions as well as the attention we give to
specific requirements and circumstances are critical differentiators.

Listening, building and supporting are the guiding principles of our M2M Business Solutions group. We are focused
on enabling our clients’ solutions from end to end through a unique and easy-to-use “6D process”™, that ensures the
delivery of an efficient M2M solution cost-effectively:

Discover: We understand the client’s business, challenges, priorities, objectives and requirements
Define: We articulate an efficient solution concept

Design: We transform the concept into a preliminary prototype and prepare quality control and test plans
Develop: We implement the solution and ensure that it is working properly through thorough testing
Deploy: We launch the pilot followed by commercial market roll-out

Defend: We protect and improve the client’s market position and solution performance
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Distributed Products

In addition to the business services, we market and unbranded solutions through our M2M Distributed Products
group typically to customers with well-defined markets that do not necessarily require a configured or customized
solution. These end-user ready solutions are marketed and sold via dealer and distribution channels. Our distributed
products have made their way into a myriad of markets, including primarily residential and commercial security,
location-based services markets and a number of additional fixed-wireless or “static” applications.

v"  Residential and Commercial Security

Our Uplink suite of ‘white box’ alarm security products are sold “off the shelf” into distribution and to
dealers throughout North America. Our security subscriptions grew 22% in 2010. This product suite will
continue to diversify into new vertical markets such as banking, tower monitoring, ATMs, and other
monitored asset markets, leveraging our existing platforms. In addition, we continue introducing new asset
tracking product lines into the same distribution/dealer channels that were traditionally exclusively geared to
the alarm security industry.

We offer solutions for residential security, commercial security, home automation & control and offender
monitoring.

v" Location-Based Services (LBS)

LBS is the domain of mobile or communication-on-the-move applications and relies on both cellular and
satellite technologies. Our location-based services are marketed and sold as white box solutions into
distribution channels. We have several such asset tracking solutions that are cellular or satellite-based that
are carving out market share with specific customers who private label our turn-key solutions for use in their
own markets.



Our satellite-based product lines were typically marketed and sold into government markets, but we are now
expanding into new commercial markets in emergency services and asset tracking worldwide. Numerex
provides LBS services, both satellite- and cellular-based, for emergency services, asset tracking, intermodal
shipping, equipment rental, government contractor, and insurance companies.

v Fixed Wireless or “Static” Applications

Numerex provides products and services for telehealth, the remote monitoring and controlling of oil and gas
pipelines, liquid tanks, vending machines, sprinkler and drip irrigation, automatic meter reading, advertising
billboards; and many other fixed applications and industries.

Differentiated Infrastructure

¢ Numerex DNA®

Numerex DNA integrates all the necessary foundational components, i.e., smart device, cellular and satellite network
and software application, of any M2M solution through a single source, rather than requiring customers to utilize
multiple vendors and partners.

= 24x7 Customer Support: An “around-the-clock” support center, or help desk, to provide assistance to customers;

= Flexible billing: Accurate, timely invoices in flexible formats that detail usage per device, and various billing
options. This flexibility is a key differentiator for customers’ end-user billing requirements;

= [ntegration services: Development support to ensure timely and efficient production, the glue which brings
together Numerex DNA;

= Automated provisioning: Automated, Web-based online provisioning of devices for immediate activation and
account management;

= Device Management Portal: Designs and sets up customized portals specifically tailored to its customers’ needs;

= Network Operations Center: Customers and industry partners receive 24x7x365 network support from our
Network Operations Center in Atlanta, Georgia;

= Product Certification: We have assisted numerous clients with the PCS Type Certification Review Board
(PTCRB) certification process. Our experience also includes FCC (Federal Communications Commission), CE
(conformity marking for the European Economic Area) and Industry Canada type certifications. We have
efficient processes to provide accurate documentation to the certification testing labs. This expertise extends to the
carrier’s certification process for devices using AT&T, Rogers (Canada), Telcel (Mexico), and other carrier
networks. Also, Numerex ‘s Chief Technology Officer is Chairman of the Telecommunications Industry
Association (TTA) TR-50 Smart Devices Communications (SDC) engineering committee, which is responsible for
developing interface standards for communicating with smart devices used in M2M applications; and

»  Ancillary services provided at the customer’s discretion: A host of services aimed at facilitating and enhancing
the Company’s customers’ performance such as warehousing, fulfillment, logistics, web-based provisioning and
quality assurance.



«¢» Numerex FAST®

Numerex FAST® is an open and configurable application development platform. It is an application stack that
provides the customer with all the building blocks necessary for the rapid deployment of an M2M solution. Numerex
FAST enables multiple devices to be connected to multiple wireless networks through a single application. We offer
branding, hosting services, gateway development, extensive device management and application monitoring tools.

The availability of Numerex’s application building blocks for “tunrkey” use or assembly into more customer-specific
solutions allows any developer to quickly build a branded web-based application.

Our network features include automatically detected international roaming service, granular fraud detection, low
latency, and guaranteed SMS delivery.

» M2M-related Standards at Numerex

At the beginning of 2011, Numerex completed the three-year full ISO/IEC 27001:2005 information security standard
re-certification. The original certification was registered on January 17, 2008. The continuation of the registration
was achieved after a thorough re-assessment of the existing certification by a leading global independent business
services organization. Our dedication to information security has been and continues to be a critical and strong driver
of our growth.

In parallel, we believe that sharing our M2M expertise with international groups and forums focused on standards and
the industry’s growth is mutually beneficial. In this regard, our Chief Technology Officer, Dr. Jeffrey O. Smith, was
elected Chair of Telecommunications Industry Association (TIA) TR-50 Standards Committee on Smart Device
Communications in February 2010. He also was appointed at a key international standardization meeting in Beijing
China, in September 2010, Convenor of the Global Standards Collaboration (GSC) M2M Standardization Task Force
(MSTF), which includes all major Standards Developing Organizations from around the world. The goal of the GSC
MSTF is to foster global coordination and harmonization in the area of M2M standardization.

» Sales, Marketing and Distribution

Numerex primarily employs an indirect sales model for its distributed products through private label/OEM
agreements, channel partners, system integrators, and VARs (collectively referred to in some cases as “industry
partners”). We also indirectly market and sell certain Numerex branded products and services through distribution and
dealer channels, specifically the Uplink product suite.

Our network is integrated and bundled with other Numerex products and services to provide private-labeled solutions
for both fixed and portable applications. It is also sold and marketed to VARs, integrators, and application service
providers who bundle and resell it with their end-to-end solutions. In addition, the Numerex network is also sold as a
data-only network offering for enterprise customers running M2M applications.

Our private-label solutions are designed for and marketed to specific vertical markets. Typically, these customers are
sales and marketing organizations with vertical market expertise without adequate technical resources that are seeking
rapid entry into a market.

Numerex’s M2M business solutions are marketed and developed to, with and through wireless carriers, professional
service firms and large end-user enterprises.



NUMEREX’S NON-CORE BUSINESS: DIGITAL MULTIMEDIA AND NETWORKING

Numerex’s primary focus is the rapid development and deployment of M2M solutions, as described above. We
continue to offer products and services to certain customers in Digital Multimedia education, networking integration
and wireline data communications. These products and services currently comprise about 2% of our revenue base and
are managed as a single business group.

» Digital Multimedia

We design, develop, and market complete video conferencing and digital multimedia system products and services for
high-quality communications networks. We manufacture both the products upon which the systems are based and
incorporate third-party products where appropriate. The offerings include PowerPlay™, a digital multimedia solution
for high-bandwidth private network applications. PowerPlay provides capability for interactive videoconferencing and
is an integrated hardware-software system that supports user-friendly control over network devices. PowerPlay is
supplemented by our desktop videoconferencing software version, /PContact™, which offers high-quality and high-
performance video.

» Networking Integration (Digilog)

We provide products under the Digilog brand that assist both wireline and wireless carriers in the engineering,
installation, and servicing of new telecommunications control networks. These telecommunications network
operational support systems and services can be categorized as: Services, including system integration (rack and stack)
and Installation: Products, Test Access and Interconnecting Devices.

» Sales and Marketing

Our digital multimedia products and services are marketed through a combination of system integrators and

VARs. Our networking products are sold and marketed under the Digilog brand. Distribution is focused on wireless
and wireline telecommunications companies through system integration agreements with a number of suppliers of
telecommunications and monitoring equipment and services.

NUMEREX BUSINESS ENVIRONMENT

» Key Customers

We have no single customer that accounts for more than 10% of our total revenue.

> Suppliers

We rely on third-party contract manufacturers and wireless network operators/ carriers, both in the United States and
overseas, to manufacture most of the equipment used to provide our wireless M2M solutions, networking equipment
and products, and to provide the underlying network service infrastructure that we use to support our M2M data
network, respectively.
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» Competition

We sell our products in intensely competitive markets. Some of our competitors and potential competitors have
significantly greater financial, technical, sales and marketing and other resources than we do. As the markets for our
products and services continue to develop, additional companies, including those with significant market presence in
the wireless and security industries could enter the markets in which we compete and further intensify competition. In
addition, we believe price competition may become a more significant competitive factor in the future. As a result, we
may not be able to maintain our historic prices and margins, which could adversely affect our business, results of
operations and financial condition.

Several businesses that share our M2M space can be viewed as competitors, such as application service providers,
Mobile Virtual Network Operators (MVNOs), system integrators, and wireless operators/ carriers that offer a variety
of the components and services required for the delivery of complete M2M solutions. Numerex believes it has a
competitive advantage and is uniquely positioned as an M2M service provider since it provides all of the key
components of the M2M value chain, including enabling hardware, multiple wireless technologies and custom
applications, and wireless network services. We market and sell complete network-enabled solutions, or individual
components, based upon the specific needs of the customer. Most of the companies in the industry offer only one or
several components of the M2M value chain. Some module manufacturers have started to market application
development platforms while other M2M players offer airtime services, making available to their customers
integration capabilities. In addition, there is also a limited number of companies offering end-to-end service delivery
platforms.

We believe that our current M2M services, combined with the continuing development of our network offerings and
technology, positions us to compete effectively with emerging providers of M2M solutions using Global System for
Mobile Communications (GSM), Code Division Multiple Access (CDMA) and satellite technology. Other potentially
competitive offerings may include “wireless fidelity” (Wi-Fi), World Interoperability for Microwave Access
(WiMAX) and other 3G and 4G (third and fourth generations of cellular wireless standards) technologies and
networks. We believe that principal competitive factors when selecting an M2M service or network-only provider are
a single interface, network reliability, data security, and customer support.

We believe that our M2M service platforms, our network gateways, together with competitive pricing, end-to-end
solution offerings, a ‘single source’ approach to the M2M market, extensive experience and intellectual property,
positions Numerex favorably versus its competition. However, education about the M2M possibilities still remains a
hurdle to overcome, which has recently been lowered by the added awareness received from the renewed interest in
M2M from wireless carriers and other industry leaders such as IBM and Cisco.

Our Uplink security products and services have three primary competitors in the existing channels of distribution —
Honeywell’s AlarmNet, Telular’s Teleguard and DSC, the security division of TYCO. We believe that the principal
competitive factors when making a product selection in the business and consumer security industry are hardware
price, service price, reliability, industry certification status and feature requirements for specific security applications,
for example fire, burglary, bank vault, etc. Additional competitors have entered the market in the last several years
with a focus on blending security monitoring and home automation. These products and services are targeted for the
do-it-yourself market as opposed to traditional security dealers. Several companies offer OEM versions or include
alarm monitoring technology and network services provided by Numerex.

Our Numerex Mobile end-to-end product is offered to a variety of customers, primarily comprised of resellers and
VARs. There are many competitors offering vehicle location and recovery services, but the principal direct competitor
to our customer base in the new car after-market vehicle location and recovery business is LoJack Corporation, the
industry’s market leader. OnStar Corp., a subsidiary of General Motors Corp., which offers a full suite of concierge
services, markets and sells their services primarily through automobile manufacturers. Other manufacturers are also
moving to provide factory direct “networked cars” including Ford and others. There are also numerous other small
companies that currently offer or are developing other wireless products and services for this market. The principal
competitive factors are channel distribution, hardware price, network service price, features, and the ability to locate a
vehicle at any time on demand.
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Our competitive challenge is the pressure to maintain our hardware margins with an on-going process of cost reduction
associated with the in-vehicle hardware and the expansion of our distribution network. We believe our mobile
hardware-based solution for this market will continue to undergo pricing pressure and will require hardware cost
reduction in order to remain competitive.

The market for our technology and platforms remains characterized by rapid technological change. The principal
competitive factors in this market continue to be product performance, ease of use, reliability, price, breadth of product
lines, sales and distribution capability, technical support and service, customer relations, and general industry and
economic conditions. The ability to provide wireless network service, wireless radios, device and modem technology,
and end-to-end solutions -- including integration, network and service management -- has set Numerex apart from the
competition. We believe that our strategic agreements with quality technology partners will help us provide efficient
and ready-to -implement M2M solutions.

> Engineering and Development

The accelerated introduction by competitors of new products, technologies, and applications in our markets could
adversely affect our business. Our success will depend, in part, on our ability to enhance our existing products and
introduce new products and applications on a timely basis. We plan to continue to devote a portion of our resources to
research and development. Our engineering and development expenses were $3.1 million for the year ended
December 31, 2010, as compared to $2.4 million for the year ended December 31, 2009 and $2.2 million for the year
ended December 31, 2008.

We continue to invest in new services and improvements to our various technologies, especially networks and digital
fixed and mobile solutions. We primarily focus on the development of M2M services and enabling platforms,
enhancement of our gateway and network services, reductions in the cost of delivery of our network services and
solutions, and enhancements and expansion of our application capabilities. We have concentrated on providing
customers with industry-benchmark offerings that go beyond the network requirement. Prudent integration of new
digital and Web technology into our businesses is an active and ongoing process.

» Product Warranty and Service

Our M2M communications business typically provides a limited, one-year repair or replacement warranty on all
hardware-based products. Our digital multimedia business typically provides a limited one-year warranty on parts and
labor. Our networking business provides a limited one- or two-year repair or replacement warranty on all
telecommunications networking hardware products. In addition, a help desk and training support is offered to users of
telecommunications networking products. To date, warranty costs and the cost of maintaining our warranty programs
have not been material to our business.

> Intellectual Property

We hold patents either directly (under Numerex Corp.) or through our subsidiaries covering the technologies we have
developed in support of our product and service offerings in the United States and various other countries. Patents
have a limited legal lifespan, typically 20 years from the filing date for a utility patent filed on or after June 8, 1995.
Our patents expire between June 11, 2013 and September 30, 2028. It is our practice to apply for patents as we
develop new technologies, products, or processes suitable for patent protection. No assurance can be given about the
scope of the patent protection.

We also hold other intellectual property rights including, without limitation, copyrights, trademarks, and trade secret
protections relating to our technology, products, and processes. We believe that rapid technological developments in
the telecommunications and locate-bases services industries may limit the protection afforded by patents. We believe
that our success will also depend on our manufacturing, engineering, and marketing know-how and the quality and
economic value of our products, services, and solutions.
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In an effort to maintain the confidentiality and ownership of our trade secrets and proprietary information, we require
all of our employees and consultants to sign confidentiality agreements. Employees and consultants involved in
technical endeavors also sign invention assignment agreements. We intend these confidentiality and assignment
agreements to protect our proprietary information by controlling the disclosure and use of technology to which we
have rights. These agreements also provide that we will own all the proprietary technology developed at Numerex or
developed using our resources.

While our competitive position could be affected by our ability to protect our intellectual property and proprietary
information, we believe that because of the rapid pace of technological change in the industry, factors such as the
technical expertise, knowledge and innovative skill of our management and technical personnel, our technology
relationships, name recognition, the timeliness and quality of support services provided by us and our ability to
rapidly develop, enhance and market software products could be more significant in maintaining our competitive
position.

> Regulation

Federal, state, and local telecommunications laws and regulations have not posed any significant impediments to
either the delivery of wireless data signals/messaging or services using our various platforms. However, we may be
subject to certain governmentally imposed taxes, surcharges, fees, and other regulatory charges, as well as new laws
and regulations governing fixed and mobile communications devices, associated services, our business and markets.
As we expand our international sales, we may be subject to telecommunications regulations in those foreign
jurisdictions.

Employees

As of March 15, 2011, we had 125 employees in the U.S., consisting of 29 in sales, marketing and customer service,
59 in engineering and operations and 37 in management and administration. We have experienced no work stoppages
and none of our employees are represented by collective bargaining arrangements. We believe our relationship with
our employees is good.

Available Information

We make available free of charge through our website at www.numerex.com our annual reports on Form 10-K,
quarterly reports on Form 10-Q and current reports on Form 8-K, and all amendments thereto filed or furnished
pursuant to 13(a) or 15(d) of the Securities and Exchange act of 1934, as soon as reasonably practicable after such
reports are filed with or furnished to the Securities and Exchange Commission. Our filings are also available through
the Securities and Exchange Commission via their website, http://www.sec.gov. You may also read and copy any
materials we file with the SEC at the SEC's Public Reference Room at 100 F Street, N.E., Washington, D.C.

20549. You may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-
0330. The information contained on our website is not incorporated by reference in this annual report on form 10-K
and should not be considered a part of this report.
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Executive Officers of the Registrant

Our executive officers, and all persons chosen to become executive officers, and their ages and positions as of March
31,2011, are as follows:

Name Age Position

Stratton J. Nicolaides* 57 Chairman of the Board of Directors, Chief Executive Officer
Michael A. Marett 56 Chief Operating Officer

Alan B. Catherall 57 Chief Financial Officer

Louis Fienberg 56 Executive Vice President, Corporate Development

Jeff Smith, PhD 50 Chief Technology Officer

*Member of the Board of Directors

Mr. Nicolaides has served as Chief Executive Officer of the Company since April 2000, having served as Chief
Operating Officer from April 1999 until March 2000 and as Chairman of the Board since December 1999. From July
1994 until April 1999, Mr. Nicolaides managed a closely held investment partnership.

Mr. Marett has been an Officer of the Company since February 2001. In February 2005 he was named Chief Operating
Officer. From 1999 to 2001, Mr. Marett was Vice President, Sales and Marketing, of TManage, Inc., which provided
planning, installation, and support services to companies with large remote workforces. From 1997 to 1999 Mr. Marett
was Vice President, Business Development, of Mitel Business Communications Systems, a division of Mitel
Corporation. Prior to 1997, Mr. Marett held a number of executive positions at Bell Atlantic.

Mr. Catherall has been the Chief Financial Officer of the Company since June 2003. From 1998 to 2002, Mr.
Catherall served as Chief Financial Officer of AirGate PCS, a NASDAQ-listed wireless company. From 1996 to
1998, Mr. Catherall was a partner in Tatum CFO LLP, a financial services consulting company. Prior to 1996, he held
a number of executive and management positions at MCI Communications.

Mr. Fienberg serves as the Company’s Executive Vice President for Corporate Development and has been with the
Company since July 2004. From August 2003 to July 2004, Mr. Fienberg served as Managing Director of an
investment banking firm. From 1992 to 2003, Mr. Fienberg was a Senior Vice President and merger and acquisition
specialist with Jefferies and Company, Inc.

Dr. Smith has served as the Chief Technology Officer since October 9, 2008. From June 2007 to October 2008, he
served as the President and Chief Executive Officer of Ublip, Inc. a provider of M2M and location based services that
Dr. Smith founded. From January 2002 until June 2007, Dr. Smith served as President and Chief Executive Officer of
SensorLogics, Inc., an M2M application service provider that he also founded. From June 1996 until January 2000,
Dr. Smith served as regional President and director of NTT/Verio, an internet service provider and web hosting
company. From October 1993 until January 1997, he served as President and Chief Executive Officer of OnRamp
Technologies, an internet service provider that he co-founded.
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Item 1A. Risk Factors

An investment in our common stock involves a high degree of risk. You should carefully consider the following
information about these risks before buying shares of our common stock. The following risks and uncertainties are
not the only ones facing us. Additional risks and uncertainties of which we are unaware or we currently believe are
not material could also adversely affect us. In any case, the value of our common stock could decline, and you could
lose all or part of your investment. You should also refer to the other information contained in this Form 10-K or
incorporated herein by reference, including our consolidated financial statements and the notes to those statements.
See also, “Special Note Regarding Forward-Looking Statements.”

Risks Related to Our Business

We have a history of losses and are uncertain as to our future profitability.

We have had mixed success with regard to generating profits. We incurred losses in 2008, 2009, and 2010 after being
profitable from 2005-2007. Prior to 2005, we had net operating losses in each year dating back to 1998. In view of
our operating costs, and given all other risk factors discussed herein, we may not be profitable in the future.

Adverse macroeconomic conditions could magnify our customers’ and suppliers’ current financial difficulties.

We furnish hardware solutions and services that are resold by our customers — wholesalers, value-added resellers, and
other distributors. Many of our customers operate on narrow margins and have been adversely affected by current
overall economic conditions. Current economic conditions are negatively impacting demand for our customers’
solutions resulting in reduced demand on the part of our customers for our hardware solutions and services. Our
customers are also facing higher financing and operating costs. If current economic conditions worsen, we may
experience both a decrease in revenues and an increase in expenses, particularly expenses relating to bad debt on the
part of our customers. In particular, we anticipate that a continued slowdown in the number of new housing starts will
impair sales of our residential alarm monitoring solutions. If overall conditions worsen significantly, residential and
commercial consumers may also decide to cancel wireless monitoring services in an effort to eliminate expenses
viewed as discretionary or non-critical. Similarly, a decline in vehicle sales associated with an overall economic
downturn would negatively impacts sales of our vehicle tracking solutions. All of these and other macroeconomic
factors could have a material adverse effect on demand for our hardware solutions and services and on our financial
condition and operating results. We also may have difficulty identifying financially secure suppliers, thereby affecting
our ability to bring new hardware solutions and services to market. We are also likely to experience greater pressure
to reduce pricing and accept lower margins as we compete for customers subject to similar constraints on their pricing
and margins. While our largest customers have been less affected by the current economy, if current adverse
economic conditions persist or worsen, those customers could begin to be affected in a similar manner.

We operate in new and rapidly evolving markets where rapid technological change can quickly make hardware
solutions and services, including those that we offer, obsolete.

The markets we operate in are subject to rapid advances in technology, continuously evolving industry standards and
regulatory requirements, and ever-shifting customer requirements. The M2M wireless data communications field, in
particular, is currently undergoing profound and rapid technological change. The introduction of unanticipated new
technologies by carriers, or the development of unanticipated new end use applications by our customers, could
render our current solutions obsolete. In that regard, we must discern current trends and anticipate an uncertain future.
We must engage in product development efforts in advance of events that we cannot be sure will happen and time our
production cycles and marketing activities accordingly. If our projections are incorrect, or if our product development
efforts are not properly directed and timed, or if the demands of the marketplace shift in directions that we failed to
anticipate, we may lose market share and revenues as a result. To remain competitive, we continue to support
engineering and development efforts intended to bring new hardware solutions and services to the markets that we
serve. However, those efforts are capital intensive. If we are unable to adequately fund our engineering and
development efforts, we may not be successful in keeping our product line current with advances in technology and
evolving customer requirements.
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Even with adequate funding, our development efforts may not yield any appreciable short-term results and may never
result in hardware solutions and services that produce revenues over and above our cumulative development costs or
that gain traction in the marketplace, causing us to either lose market share or fail to increase and forego increased
sales and revenues as a result.

The markets in which we operate are highly competitive, and we may not be able to compete effectively.

We sell our products in intensely competitive markets. Some of our competitors and potential competitors have
significantly greater financial, technical, sales and marketing and other resources than we do. Existing or new
products and services that provide alternatives to our products and services could materially impact our ability to
compete in these markets. As the markets for our products and services continue to develop, additional companies,
including companies with significant market presence in the M2M industry, could enter the markets in which we
compete and further intensify competition. In addition, we believe price competition could become a more significant
competitive factor in the future. As a result, we may not be able to maintain our historic prices and margins, which
could adversely affect our business, results of operations and financial condition.

Failure of our new hardware solutions and services to gain market acceptance would impede our growth.

Over the past several years, among many initiatives, we have introduced a system enabling alarm signals to be
transmitted digitally over the cellular network to central monitoring stations; a cellular and GPS-based vehicle
tracking solution; satellite-based asset monitoring and tracking solutions; a multimedia videoconferencing solution,
enhanced “back end” services and enhanced application development capabilities. If these hardware solutions and
services, or any of our other existing hardware solutions and services, do not perform as expected, or if our sales are
less than expected, our business may be adversely affected.

We experience long sales cycles for some our hardware solutions and services.

Certain of our product offerings, are subject to long sales cycles in view of the need for testing of our hardware
solutions and services in combination with our customers’ applications and third parties’ technologies, the need for
regulatory approvals and export clearances, and the need to resolve other complex operational and technical issues.
For example, in the government contracting arena in particular, longer sales cycles are reflective of the fact that
government contracts can take months or longer to progress from a “request for proposal” to a finalized contract
document pursuant to which we are able to sell a finished product or service. Terms and conditions of sale unique to
the government sector may also affect when we are able to recognize revenues. Delays in sales could cause
significant variability in our revenue and operating results for any particular period. For that reason, quarter-over-
quarter comparisons of our financial results may not always be meaningful..

If we are unable to provide our suppliers with accurate forecasts of our needs, our margins will be adversely
impacted.

We are contractually obligated to provide our manufacturers and network service providers with forecasts of our
demand for components of our hardware solutions and network capacity. Specific terms and conditions vary by
contract, however, if our forecasts do not result in the production of a quantity of units or network capacity sufficient
to meet demand we may be subject to contractual penalties under some of our contracts with our customers. By
contrast, overproduction of units based on forecasts that that overestimate demand could result in an accumulation of
excess inventory that, under some of our contracts with our customers, would have to be managed at our expense thus
adversely impacting our margins. Excess inventory that becomes obsolete or that we are otherwise unable to sell
would also be subject to write-offs resulting in adverse affects on our margins.
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We are dependent on a number of manufacturers and telecommunications carriers, the loss of any one of which could
adversely impact our ability to supply or service our customers.

The loss or disruption of key telecommunications infrastructure services and key wireless network services supplied
to the Company would unfavorably impact our ability to adequately service our customers. Our long-term success
depends on our ability to operate, manage, and maintain a reliable and cost effective network, as well as our ability to
keep pace with changes in technology. Furthermore, our network operations are dependent on third parties. If we
experience technical or logistical impediments to our ability to transfer traffic onto our network, fail to generate
additional traffic on our network, or if we experience difficulties with our third party providers, we may not achieve
our revenue goals or otherwise be successful in growing our business. We outsource the manufacturing of our
hardware solutions to independent companies located in the United States and overseas and do not have internal
manufacturing capabilities to meet the demands of our customers. Any delay, interruption, or termination of the
manufacture of our hardware solutions could harm our ability to provide our hardware solutions to our customers and,
consequently, could have a material adverse effect on our business and operations. The manufacture of our hardware
solutions requires specialized know-how and capabilities possessed by a limited number of enterprises. Consequently,
we are reliant on just a few suppliers for the manufacture of key hardware solutions and product components. If a key
supplier experiences production problems or financial difficulties, we may not be able to obtain enough units to meet
demand, which could result in failure to meet our contractual commitments to our customers, further causing us to
lose sales and generate less revenue. If any of our hardware solutions or product components contain significant
manufacturing defects that the existing manufacturer or supplier is unable to resolve, we could also have difficulty
locating a suitable alternative manufacturer or supplier. Related efforts to design replacement hardware solutions or
product components could also take longer and prove costlier than planned, resulting in a material adverse impact on
our financial condition and operating results.

The loss of a few key technical personnel could have an adverse affect on us in the short-term.

Due to the specialized knowledge and skills each of our executive officers and other key employees possesses with
respect to the development and maintenance and our operations, the loss of service of any of our officers. Any
unplanned turnover could diminish our institutional knowledge base and erode our competitive advantage. We may
need to hire additional personnel in the future, and we believe the success of the combined business depends, in large
part, upon our ability to attract and retain key employees. The loss of the services of any key employees, the inability
to attract or retain qualified personnel in the future, or delays in hiring required personnel could limit our ability to
generate revenues and to operate our business.

Our hardware solutions and services experience quality problems from time to time that can result in decreased sales
and operating margin.

Our hardware solutions and services, and the applications they support, are complex. While we test our hardware
solutions and services, they may still have errors, defects, or bugs that we find only after commercial production has
begun. In the past, we have experienced errors, defects, and bugs in connection with new hardware solutions and
services. Our customers may not purchase our hardware solutions and services if they have reliability, quality, or
compatibility problems. Furthermore, product errors, defects, or bugs could result in additional development costs,
diversion of resources from our other development efforts, claims by our customers or others against us, or the loss of
credibility with our current and prospective customers. Historically, the time required for us to correct defects has
caused delays in product shipments and resulted in lower than expected revenues. Significant capital and resources
may be required to address and fix problems in new hardware solutions and services. Failure to do so could result in
lost revenue, harm to reputation, and significant warranty and other expenses, and could have a material adverse
impact on our financial condition and operating results.
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We may lose customers if we experience system failures that significantly disrupt the availability and quality of the
service our network provides.

The operation of our network depends on our ability to avoid or limit any interruptions in service to our customers.
Interruptions in service or performance problems, for whatever reason, could undermine confidence in our services
and cause us to lose customers or make it more difficult to attract new customers. In addition, because most of our
customers are businesses, any significant interruption in service could result in lost profits or other losses to our
customers. Although we attempt to disclaim or limit liability in our agreements with these customers, a court may not
enforce a limitation on liability, which could expose us to losses. The failure of any equipment on our network, or that
of a customer’s or end user’s equipment, could result in the interruption of service until necessary repairs are made or
replacement equipment is installed. Network failures, delays, and errors may result from natural disasters, power
losses, security breaches, viruses or terrorist acts. These failures or faults cause delays, service interruptions, expose
us to customer liability, or require expensive modifications that could have a material adverse effect on our business
and operating results.

We may have difficulty identifying the source of a problem in our network.

If a problem occurs on our network, it may be difficult to identify the source of the problem due to the overlay of our
network with cellular, and/or satellite networks and our network’s reliance on those other networks. The occurrence
of hardware or software errors, regardless of whether such errors are caused by our hardware solutions or services, or
our internal facilities, may result in the delay or loss of market acceptance of our solutions, and any necessary
revisions may result in significant and additional expenses. The occurrence of some of these types of problems may
seriously harm our business, financial condition, or operations. Given our dependence on cellular, and satellite
telecommunications service providers, risks specific or unique to their technologies, i.e., the loss or malfunction of a
satellite or satellite ground station, should also be viewed as having the potential to impair our ability to provide
services.

A natural disaster or other weather events could diminish our ability to provide service and our revenues may be
impacted by weather patterns.

Natural or other disasters including, without limitation, hurricanes, tornadoes, earthquakes, or solar flares could
damage or destroy both our primary and secondary facilities , which may result in a significant disruption of service
to our customers. In particular, our Numerex FAST® architecture is, at present, not fully supported by redundant
systems. We may also be unable, due to loss of personnel or the inability of personnel to access our facilities, to
provide some services to our customers for a period of time. In addition, even if our facilities are not affected by
natural disasters, our service could be disrupted if a natural disaster damages the third party cellular or satellite
networks we are interconnected with. Further, in the event of an emergency, the telecommunications networks that
we rely upon may become capacity constrained or preempted by governmental authorities. With respect to our
satellite-based asset tracking unit in particular, sales may be influenced by weather patterns. For example, if
government agencies and emergency responders anticipate a relatively “mild” storm season, they buy fewer of our
units for deployment in support of disaster response operations.

We may require additional capital to fund further development, and our competitive position could decline if we are
unable to obtain additional capital, or access the credit markets.

To address our long-term capital needs, we intend to continue to pursue strategic relationships that would provide
resources for the further development of our product candidates. There can be no assurance, however, that these
discussions will result in relationships or additional funding. In addition, we may seek to raise capital through the
public or private sale of securities, if market conditions are favorable for doing so. If we are successful in raising
additional funds through the issuance of equity securities, stockholders will likely experience dilution, or the equity
securities may have rights, preferences, or privileges senior to those of the holders of our common stock. If we raise
funds through the issuance of debt securities, those securities would have rights, preferences, and privileges senior to
those of our common stock.
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Our Loan and Security Agreement with Silicon Valley Bank, or SVB, contains financial and operating restrictions
that may limit our access to credit. If we fail to comply with covenants in the SVB Credit Facility, we may be
required to repay any potential indebtedness thereunder, which may have an adverse effect on our liquidity.

Provisions in the Loan and Security Agreement (the “Agreement”) with SVB impose restrictions on our ability to,
among other things:

« incur additional indebtedness;

ecreate liens;

eenter into transactions with affiliates;

transfer assets;

*pay dividends or make distributions on, or repurchase our stock; or
*merge or consolidate.

In addition, we are required to meet certain financial covenants and ratios customary with this type of credit facility.
The SVB Credit Facility also contains other customary covenants. We may not be able to comply with these
covenants in the future. Our failure to comply with these covenants may result in the declaration of an event of default
and could cause us to be unable to borrow under the SVB credit facility. In addition to preventing additional
borrowings under the SVB Credit Facility, an event of default, if not cured or waived, may result in the acceleration of
the maturity of indebtedness outstanding under the SVB Credit Facility, which would require us to pay all amounts
outstanding. If an event of default occurs, we may not be able to cure it within any applicable cure period, if at all. If
the maturity of our indebtedness is accelerated, we may not have sufficient funds available for repayment or we may
not have the ability to borrow or obtain sufficient funds to replace the accelerated indebtedness on terms acceptable to
us, or at all.

If we achieve our growth goals, we may be unable to manage our resulting expansion.

To the extent that we are successful in implementing our business strategy, we may experience periods of rapid
expansion. In order to effectively manage growth, whether organic or through acquisitions, we will need to maintain
and improve our operations and effectively train and manage our employees. Our expansion through acquisitions is
contingent on successful management of those acquisitions, which will require proper integration of new employees,
processes and procedures, and information systems, which can be both difficult and demanding from an operational,
managerial, cultural, and human resources perspective. We must also expand the capacity of our sales and distribution
networks in order to achieve continued growth in our existing and future markets. The failure to manage growth
effectively in any of these areas could have a material adverse effect on our financial condition and operating results.

If our goodwill or amortizable intangible assets become impaired we may be required to record a significant charge
to earnings.

Under generally accepted accounting principles, we review our amortizable intangible assets for impairment when
events or changes in circumstances indicate the carrying value may not be recoverable. Goodwill is tested for
impairment at least annually. Factors that may be considered a change in circumstances, indicating that the carrying
value of our goodwill or amortizable intangible assets may not be recoverable, include a decline in stock price and
market capitalization, reduced future cash flow estimates, and slower growth rates in our industry. We may be
required to record a significant charge in our financial statements during the period in which any impairment of our
goodwill or amortizable intangible assets is determined, negatively impacting our results of operations.

We are subject to risks associated with laws, regulations and industry-imposed standards related to fixed and mobile
communications devices and associated services.

Laws and regulations related to fixed and mobile communications devices and associated services are extensive, vary
by jurisdiction, and are subject to change. Such changes, could include, without limitation, restrictions on the
production, manufacture, distribution, and use of communications devices, restrictions on the ability to port devices
and associated services to new carriers’ networks, requirements to make devices and associated services compatible
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with more than one carrier’s network, or restrictions on end use could, by preventing us from fully serving affected
markets, have a material adverse effect on our financial condition and operating results.
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In particular, communication devices we sell, or which our customer wish us to support, are subject to regulation or
certification by governmental agencies such as the Federal Communications Commission (FCC), industry
standardization bodies such as the PCS Type Certification Review Board (PTCRB), and particular wireless network
carriers for use on their networks. The procedures for obtaining required regulatory approvals and certifications are
extensive and time consuming, and can require us to conduct additional testing requirements, makes modifications to
our hardware solutions and services, or delay in product launch and shipment dates, which could have a material
adverse effect on our financial condition and operating results.

Changes in domestic tax regulations could affect our results.

The issuance by the Internal Revenue Service and/or state tax authorities of new tax regulations or changes to existing
standards and actions by federal, state or local tax agencies and judicial authorities with respect to applying applicable
tax laws and regulations could impose costs on us that we are unable to fully recover.

If we become subject to unanticipated foreign tax liabilities, it could materially increase our costs.

We are doing business in, and are expanding into, foreign tax jurisdictions. We believe that we have complied in all
material respects with our obligations to pay taxes in these jurisdictions. If the applicable taxing authorities were to
challenge successfully our current tax positions, or if there were changes in the manner in which we conduct our
activities, we could become subject to material unanticipated tax liabilities. We may also become subject,
prospectively or retrospectively, to additional tax liabilities following changes in tax laws. The application of
existing, new or future laws could have adverse effects on our business, prospects and operating results. There have
been, and will continue to be, substantial ongoing costs associated with complying with the various indirect tax
requirements in the numerous markets in which we conduct or will conduct business.

An increasing portion of our future revenue, in particular the revenue deriving from our sale of satellite-based
tracking solutions, may be derived from contracts with the U.S. government, state governments, or government
contractors Those contracts are subject to uncertain funding.

The funding of government programs is uncertain and, at the federal level, is dependent on continued congressional
appropriations and administrative allotment of funds based on an annual budgeting process. We cannot assure you
that current levels of congressional funding for programs supporting by our offerings will continue. In particular, a
significant portion of our revenues from the sale of satellite-based tracking solutions through our location-based
services division has been derived from sales made by us indirectly as a subcontractor to a prime government
contractor that has the direct relationship with the U.S. government. If the prime contractor loses business with
respect to which we serve as a subcontractor, our government business would be hurt. We also maintain a Federal
Supply Schedule with the General Services Administration under which we do business directly with the U.S.
government. If we, as the prime contractor, were to lose some or all of such business, our revenues derived from the
sale of satellite-based tracking solutions would suffer as a result.

Our operating results may be negatively affected by developments affecting government programs generally,
including the following:

e changes in government programs that are related to our hardware solutions and services;

e adoption of new laws or regulations relating to government contracting or changes to existing laws or
regulations;

e changes in political or public support for programs;

e delays or changes in the government appropriations process; and

e delays in the payment of invoices by government payment offices and the prime contractors.
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These developments and other factors could cause governmental agencies to reduce their purchases under existing
contracts, to exercise their rights to terminate contracts at-will or to abstain from renewing contracts, any of which
would cause our revenue to decline and could otherwise harm our business, financial condition and results of
operations. For example, many of the ultimate consumers of our PowerPlay™ hardware and services are elementary
and secondary schools that pay for their purchases with funding that they receive through the Schools and Libraries
Program (commonly known as the “E-Rate Program”) of the Universal Service Fund, which is administered by the
Universal Service Administrative Company (USAC) under the direction of the FCC. Demand for hardware solutions
and services under the E-Rate Program is very difficult to predict and changes in the program itself could also affect
demand.

Government contracts contain provisions that are unfavorable to us.

Government contracts contain provisions, and are subject to laws and regulations, that give the government rights and
remedies not typically found in commercial contracts. These provisions may allow the government to

e Terminate existing contracts for convenience, as well as for default,

e Reduce or modify contracts or subcontracts,

e Cancel multi-year contracts and related orders if funds for contract performance for any subsequent year
become unavailable,

Decline to exercise an option to renew a multi-year contract,

Claim rights in our hardware solutions and services,

Suspend or debar us from doing business with the federal government or with a governmental agency, and
Control or prohibit the export of our hardware solutions and services.

If the government terminates a contract for convenience, we may recover only our incurred or committed costs,
settlement expenses and profit on work completed prior to the termination. If the government terminates a contract for
default, we may not recover even those amounts, and instead may be liable for excess costs incurred by the
government in procuring undelivered items and services from another source. We may experience performance issues
on some of our contracts. We may receive show cause or cure notices under contracts that, if not addressed to the
government’s satisfaction, could give the government the right to terminate those contracts for default or to cease
procuring our services under those contracts in the future.

Agreements with government agencies may lead to regulatory or other legal action against us including, without
limitation, claims against us under the Federal False Claims Act or other federal statutes. These claims could result
in substantial fines and other penalties.

We must comply with a complex set of rules and regulations applicable to government contractors and their
subcontractors. Failure to comply with an applicable rule or regulation could result in our suspension of doing
business with the government or with the prime government contractors that do business with or cause us to incur
substantial penalties. Our agreements with the U.S. government are subject to substantial financial penalties under the
Civil Monetary Penalties Act and the False Claims Act and, in particular, actions under the False Claims Act’s
“whistleblower” provisions. Private enforcement of fraud claims against businesses on behalf of the U.S. government
has increased due in large part to amendments to the False Claims Act that encourage private individuals to sue on
behalf of the government. These whistleblower suits by private individuals, known as qui tam actions, may be filed
by almost anyone, including present and former employees. The False Claims Act statute provides for treble damages
and up to $11,000 per claim on the basis of the alleged claims. Prosecutions, investigations or qui tam actions could
have a material adverse effect on our liquidity, financial condition and results of operations. Finally, various state
false claim and anti-kickback laws also may apply to us. Violation of any of the foregoing statutes can result in
criminal and/or civil penalties that could have a material adverse effect our business.
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We may not be aware of certain foreign government regulations.

Because regulatory schemes vary by country, we may be subject to regulations in foreign countries of which we are
not presently aware. If that were to be the case, we could be subject to sanctions by a foreign government that could
materially and adversely affect our ability to operate in that country. We cannot assure you that any current regulatory
approvals held by us are, or will remain, sufficient in the view of foreign regulatory authorities, or that any additional
necessary approvals will be granted on a timely basis or at all, in all jurisdictions in which we wish to operate, or that
applicable restrictions in those jurisdictions will not be unduly burdensome. The failure to obtain the authorizations
necessary to operate satellites internationally could have a material adverse effect on our ability to generate revenue
and our overall competitive position. We, our customers and companies with whom we do business may be required
to have authority from each country in which we or they provide services or provide our customers use of our
hardware solutions and services. Because regulations in each country are different, we may not be aware if some of
our customers and/or companies with which we do business do not hold the requisite licenses and approvals.

We operate internationally, which subjects us to international regulation and business uncertainties that create
additional risk for us.

We have been doing business directly, or via our distributors, in Australia, Canada, Mexico, and Pakistan, and are
expanding, directly or via our distributors, into additional countries in Latin America, Europe, the Middle East, and
Asia. Accordingly, we or our distributors are subject to additional risks, such as:

a continued international economic downturn,

export control requirements, including restrictions on the export of critical technology,
restrictions imposed by local laws and regulations,

restrictions imposed by local product certification requirements;

currency exchange rate fluctuations,

generally longer receivable collection periods and difficulty in collecting accounts receivable,
trade restrictions and changes in tariffs,

difficulties in repatriating earnings,

difficulties in staffing and managing international operations, and

potential insolvency of channel partners.

We have only limited experience in marketing and operating our services in certain international markets. Moreover,
we have in some cases experienced and expect to continue to experience in some cases higher costs as a percentage of
revenues in connection with establishing and providing services in international markets versus the U.S. In addition,
certain international markets may be slower than the U.S. in adopting the outsourced communications solutions and
S0 our operations in international markets may not develop at a rate that supports our level of investments.

Unfavorable results of legal proceedings could materially adversely affect us.

We are subject to various legal proceedings and claims that have arisen out of the ordinary conduct of our business
and are not yet resolved and additional claims may arise in the future. Results of legal proceedings cannot be
predicted with certainty. Regardless of its merit, litigation may be both time-consuming and disruptive to our
operations and cause significant expense and diversion of management attention. In recognition of these
considerations, we may enter into material settlements. Should we fail to prevail in certain matters, or should several
of these matters be resolved against us in the same reporting period, we may be faced with significant monetary
damages or injunctive relief against us that would materially adversely affect a portion of our business and might
materially affect our financial condition and operating results.
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Risks Related to Intellectual Property

The loss of intellectual property protection both U.S. and international could have a material adverse effect on our
operations.

Our future success and competitive position depend upon our ability to obtain and maintain intellectual property
protection, especially with regard to our core business. We cannot be sure that steps taken by us to protect our
technology will prevent misappropriation of the technology. Our services are highly dependent upon our technology
and the scope and limitations of our proprietary rights therein. If our assertion of proprietary rights is held to be
invalid, or if another party’s use of our technology were to occur to any substantial degree, our business, financial
condition and results of operations could be materially adversely affected. In order to protect our technology, we rely
on a combination of patents, copyrights, and trade secret laws, as well as certain customer licensing agreements,
employee and customer confidentiality and non-disclosure agreements, and other similar arrangements. Loss of such
protection could compromise any advantage obtained and, therefore, impact our sales, market share, and results. To
the extent that our licensees develop inventions or processes independently that may be applicable to our hardware
solutions and services, disputes may arise as to the ownership of the proprietary rights to this information. These
inventions or processes will not necessarily become our property, but may remain the property of these persons or
their full-time employers. We could be required to make payments to the owners of these inventions or processes, in
the form of either cash or equity, or a combination of both.

Furthermore, our future or pending patent applications may not be issued with the scope of the claims sought by us, if
at all. In addition, others may develop technologies that are similar or superior to our technology, duplicate our
technology or design around the patents owned or licensed by us. Effective patent, trademark, copyright, and trade
secret protection may be unavailable or limited in foreign countries where we may need protection.

We rely on access to third-party patents and intellectual property, and our future results could be materially
adversely affected if we are unable to secure such access in the future.

Many of our hardware solutions and services are designed to include third-party intellectual property, and in the
future we may need to seek or renew licenses relating to such intellectual property. Although we believe that, based
on past experience and industry practice, such licenses generally can be obtained on reasonable terms, there is no
assurance that the necessary licenses would be available on acceptable terms or at all. Some licenses we obtain may
be nonexclusive and, therefore, our competitors may have access to the same technology licensed to us. If we fail to
obtain a required license or are unable to design around a patent, we may be unable to sell some of our hardware
solutions and services, and there can be no assurance that we would be able to design and incorporate alternative
technologies, without a material adverse effect on our business, financial condition, and results of operations.

Our competitors may obtain patents that could restrict our ability to offer our hardware solutions and services, or
subject us to additional costs, which could impede our ability to offer our hardware solutions and services and
otherwise adversely affect us. We may, from time to time, also be subject to litigation over intellectual property rights
or other commercial issues.

Several of our competitors have obtained and can be expected to obtain patents that cover hardware solutions and
services directly or indirectly related to those offered by us. There can be no assurance that we are aware of all patents
containing claims that may pose a risk of infringement by its hardware solutions and services. In addition, patent
applications in the United States are confidential until a patent is issued and, accordingly, we cannot evaluate the
extent to which our hardware solutions and services may infringe on future patent rights held by others.

Even with technology that we develop independently, a third party may claim that we are using inventions claimed by
their patents and may go to court to stop us from engaging in our normal operations and activities, such as
engineering and development and the sale of any of our hardware solutions and services. Furthermore, because of
technological changes in the M2M industry, current extensive patent coverage, and the rapid issuance of new patents,
it is possible that certain components of our hardware solutions, services, and business methods may unknowingly
infringe the patents or other intellectual property rights of third parties. From time to time, we have been notified that
we may be infringing such rights.
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In the highly competitive and technology-dependent telecommunications field in particular, litigation over intellectual
property rights is significant business risk, and some entities are pursuing a litigation strategy the goal of which is to
monetize otherwise unutilized intellectual property portfolios via licensing arrangements entered into under threat of
continued litigation. Regardless of merit, responding to such litigation can consume significant time and expense. In
certain cases, we may consider the desirability of entering into licensing agreements, although no assurance can be
given that such licenses can be obtained on acceptable terms or that litigation will not occur. If we are found to be
infringing such rights, we may be required to pay substantial damages. If there is a temporary or permanent injunction
prohibiting us from marketing or selling certain hardware solutions and services or a successful claim of infringement
against us requires us to pay royalties to a third party, our financial condition and operating results could be materially
adversely affected, regardless of whether we can develop non-infringing technology. While in management’s opinion
we do not have a potential liability for damages or royalties from any known current legal proceedings or claims
related to the infringement of patent or other intellectual property rights that would individually or in the aggregate
have a material adverse effect on our financial condition and operating results, the results of such legal proceedings
cannot be predicted with certainty. Should we fail to prevail in any of the matters related to infringement of patent or
other intellectual property rights of others or should several of these matters be resolved against us in the same
reporting period, our financial condition and operating results could be materially adversely affected.

Risks Related to Our Common Stock and Ownership Structure

Because our stock is held by a relatively small number of investors and is thinly traded, it may be more difficult for
shareholders to sell our shares or buy additional shares when they desire and share prices may be volatile.

Our common stock is currently listed on the NASDAQ. Our stock is thinly traded and we cannot guarantee that an
active trading market will develop, or that it will maintain its current market price. A large number of shares of our
common stock are held by a small number of investors. An attempt to sell a large number of shares by a large holder
could adversely affect the price of our stock. In addition, it may be difficult for a purchaser of our shares of our
common stock to sell such shares without experiencing significant price volatility.

The exercise or conversion of outstanding options, stock appreciation rights and warrants into common stock will
dilute the percentage ownership of our other shareholders and the sale of such shares may adversely affect the
market price of our common stock.

As of February 28, 2011, there are outstanding options, stock appreciation rights and warrants to purchase an
aggregate of approximately 2.5 million shares of our common stock and more options and stock appreciation rights
will likely be granted in the future to our officers, directors, employees and consultants. We may issue additional
warrants in connection with acquisitions, borrowing arrangement or other strategic or financial transactions. The
exercise of outstanding stock options will dilute the percentage ownership of our other shareholders. The exercise of
these options and warrants and the subsequent sale of the underlying common stock could cause a decline in our stock
price.

The structure of our company limits the voting power of our stockholders and certain factors may inhibit changes in
control of our company.

The concentration of ownership of our common stock may have the effect of delaying, deferring, or preventing a
change in control, merger, consolidation, or tender offer that could involve a premium over the price of our common
stock. Currently, our executive officers, directors and greater-than-five percent stockholders and their affiliates, in the
aggregate, beneficially own approximately 28.5% of our outstanding common stock. These stockholders, if they vote
together, are able to exercise significant influence over all matters requiring stockholder approval, including the
election of directors and approval of significant corporate transactions and matters. The interests of these stockholders
may be different than those of our unaffiliated stockholders and our unaffiliated stockholders may be dissatisfied with
the outcome of votes that may be controlled by our affiliated stockholders.

25



Our articles of incorporation generally limit holdings by persons of our common stock to no more than 10% without
prior approval by our Board. Except as otherwise permitted by the Board, no stockholder has the right to cast more
than 10% of the total votes regardless of the number of shares of common stock owned. In addition, if a person
acquires holdings in excess of this ownership limit, our Board may terminate all voting rights of the person during the
time that the ownership limit is violated, bring a lawsuit against the person seeking divestiture of amounts in excess of
the limit, or take other actions as the Board deems appropriate. Our articles of incorporation also have a procedure
that gives us the right to purchase shares of common stock held in excess of the ownership limit. In addition, our
articles of incorporation permit our Board to authorize the issuance of preferred stock without stockholder approval.
Any future series of preferred stock may have voting provisions that could delay or prevent a change in control or
other transaction that might involve a premium price or otherwise be in the best interests of our common
stockholders.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

All of our facilities are leased. Set forth below is certain information with respect to our leased facilities:

Square

Location Principal Business Footage Lease Term

Atlanta, Georgia M2M Services and Principal Executive Office 31,526 2012
Warminster, Pennsylvania M2M Services and Other Services 18,000 2011
Bozeman, Montana M2M Services 5,060 2011
State College, Pennsylvania Other Services 10,788  Month to Month
Addison, Texas M2M Services 3,000 2011
Reston, VA M2M Services 3,416 2012

We conduct engineering, sales and marketing, and administrative activities at many of these locations. We believe that
our existing facilities are adequate for our current needs. As we grow and expand into new markets and develop
additional hardware, we may require additional space, which we believe will be available at reasonable rates.

We engage in limited manufacturing, equipment and hardware assembly and testing for certain hardware. We also use
contract manufacturers for production, sub-assembly and final assembly of certain hardware. We believe there are
other manufacturers that could perform this work on comparable terms.
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Item 3. Legal Proceedings.

As determined on December 31, 3010 and as previously reported in a Current Report on Form 8-K filed on January
13,2011, on January 7, 2011, we amended that certain Asset Purchase Agreement by and among the Company, Orbit
One Communications, LLC and Orbit One Communications, Inc., originally dated as of July 31, 2007 (the
“Amendment”). The Amendment addresses disputes (which disputes have been previously reported in our Quarterly
Reports on Form 10-Q and Annual Report on Form 10-K) that arose among the parties, including former Orbit One
stockholders David Ronsen, Scott Rosenzweig, and Gary Naden, regarding the proper measurement for a portion of
the purchase price and agreeing to a final purchase price adjustment. In connection with the Amendment, the parties
to the Amendment agreed to dismiss, with prejudice, all lawsuits pending between them.

The net adjustment to the final purchase price totaled approximately $1.7 million, after giving effect to the return of
approximately $573,000 from the escrow to the Company. In addition, we repurchased 320,833 shares of our
common stock, held in escrow for the benefit of the sellers, for approximately $2.9 million based on a price per share
equal to the closing trading price on the effective date of the Amendment. The 320,833 shares had been deemed
“earned” under the terms of the earn-out in the Asset Purchase Agreement and were considered outstanding for
financial reporting purposes (See Note P for more information).

Item 4. Removed and Reserved.
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PART II

Item 5. Market for the Registrant's Common Stock and Related Shareholder Matters and Issuer Purchases of
Equity Securities.

The Company’s Common Stock trades publicly on the NASDAQ Global Market System under the symbol NMRX.

The following table sets forth, for the fiscal quarters indicated, the high and low sales prices per share for the Common
Stock on the NASDAQ Global Market for the applicable periods.

Fiscal 2010 High Low

First Quarter (January 1, 2010 to March 31, 2010) $4.69 $4.01
Second Quarter (April 1, 2010 to June 30, 2010) 5.08 4.18
Third Quarter (July 1, 2010 to September 30, 2010) 6.22 4.10
Fourth Quarter (October 1, 2010 to December 31, 2010) 9.77 5.75
Fiscal 2009 High Low

First Quarter (January 1, 2009 to March 31, 2009) $4.00 $1.71
Second Quarter (April 1, 2009 to June 30, 2009) 5.60 2.91
Third Quarter (July 1, 2009 to September 30, 2009) 5.75 4.48
Fourth Quarter (October 1, 2009 to December 31, 2009) 5.10 3.95

On March 28, 2011, the last reported sale price of our Class A common stock on The NASDAQ Global Market was
$9.42 per share.

As of March 28, 2011, there were 55 holders of record of our Common Stock, approximately one beneficial
shareholder and 15,042,028 shares of Common Stock outstanding. Because many of the shares of our common stock
are held by brokers and other institutions on behalf of stockholders, we are unable to estimate the total number of
stockholders represented by these record holders.

Dividend Policy

We currently do not pay any cash dividends. In deciding whether or not to declare or pay dividends in the future, the
Board of Directors will consider all relevant factors, including our earnings, financial condition and working capital,
capital expenditure requirements, any restrictions contained in loan agreements and market factors and conditions. We
have no plans now or in the foreseeable future to declare or pay cash dividends on our common stock.

Performance Graph

The information included under the heading "Performance Graph" in this Item 5 of this Annual Report on Form 10-K
is "furnished" and not "filed" and shall not be deemed to be "soliciting material" or subject to Regulation 14A or 14C,
nor shall it be deemed "filed" for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), or otherwise subject to the liabilities of that section, nor shall it be deemed incorporated by reference
in any filing under the Securities Act of 1933, as amended, or the Exchange Act, except to the extent that we
specifically incorporate it by reference into any such filing.
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The following graph shows a comparison of the cumulative total return for Common Stock, the NASDAQ Composite
Index and the NASDAQ Telecomm Index, assuming (i) an investment of $100 in each, on December 31, 2005, the last

trading day before the beginning of the Company’s five preceding years, and, (ii) in the case of the Indices, the
reinvestment of all dividends.
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e NMIRX = == NASDAQ US Index = A = NASDAQTelecom Index
SHAREHOLDER VALUE AT YEAR END
2005 2006 2007 2008 2009 2010
NMRX 100.00 199.15 174.42 76.96 90.91 182.77
NASDAQ US Index 100.00 109.52 120.27 | 71.52 102.90 120.31
NASDAQ Telecom Index 100.00 127.75 139.71 79.37 117.97 122.52
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Item 6. Selected Consolidated Financial Data.

The following selected financial data should be read in conjunction with the consolidated financial statements and the
notes contained in “Item 8. Financial Statements and Supplementary Data” and the information contained in “Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations” in this Annual Report on
Form 10-K. Historical results are not necessarily indicative of future results.

The following financial information was derived using the consolidated financial statements of Numerex Corp. The
table lists historical financial data of the Company for the years ended December 31, 2010, 2009, 2008, 2007 and
2006.

December 31, December 31, December 31, December 31, December 31,
(in thousands) 2010 2009 2008 2007 2006

Statement of Operations Data
Revenues $ 58,243 $ 50,836 $ 72,319 $ 68,004 $ 52,788
Gross profit 25,657 22,348 25,420 23,407 18,922
Litigation settlement and related expenses 3,025 1,637 2,092 - -
Goodwill and long-lived asset impairment - - 5,289 - 2,140
Operating income (loss) (400) (1,656) (6,389) 2,500 1,674
Provision (benefit) for income taxes (144) 285 3,047 728 (2,950)
Net income (loss) (380) (5,829) (10,975) 440 4,103
Earnings (loss) per common share (diluted) (0.03) (0.40) (0.78) 0.03 0.32
Balance Sheet Data
Cash, cash equivalents, restricted cash and short term investments $ 10,516 $ 5,306 $ 8,917 $ 7,425 $ 20,384
Total Assets 57,146 52,747 62,506 74,098 66,394
Total Debt and capital lease obligations (short and long term) 684 523 10,746 10,683 14,337
Shareholders' equity 42,718 42,037 40,394 46,865 41,420
Cash Flow Data
Net cash provided by (used in) operations $ 8,564 $ 5,089 $ 8,359 $ (3,305) $ 2,663
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations.

This Management’s Discussion and Analysis of financial condition and results of operations contains forward-looking
statements that involve risks and uncertainties. Please see “Forward Looking Statements” on page 4 for a discussion of
the uncertainties, risks and assumptions associated with these statements. You should read the following discussion in
conjunction with our historical consolidated financial statements and the notes thereto appearing elsewhere in this
Annual Report on Form 10-K. The results of operations for the periods reflected herein are not necessarily indicative
of results that may be expected for future periods, and our actual results may differ materially from those discussed in
the forward-looking statements as a result of various factors, including but not limited to those listed under “Risk
Factors” in Section 1A of this Annual Report on Form 10-K.

Overview

We are a machine-to-machine (M2M) data communications, technology and solutions business. We combine our
network services, hardware and applications development capabilities to create packaged and custom designed M2M
solutions for customers across multiple market segments.

Fiscal year 2010 represented an increase in revenues over 2009. Full year revenues of $58.2 million increased $7.4
million, or 14.6%, from 2009. This increase was primarily the result of a 17% increase in hardware revenue and a
13% increase in service revenue.

Gross margin was 44.1% for 2010 and 44.0% for 2009.

Fiscal year 2010 overhead, excluding the litigation settlement and related expenses, includes selling, general and
administrative (SG&A) costs, as well as engineering and development expenses and bad debt costs, was $23.0
million or $664,000 higher than 2009. The increase was primarily related to a $545,000 increase in employee
related expenses a $215,000 increase in professional fees and a $229,000 increase in expenses related to new
product testing and certifications. These increases were partially offset by a $325,000 decrease in bad debt
expense.

While our overall business has grown and we believe that our pipeline of future sales opportunities is solid, general
economic uncertainty remains and may reduce our future growth. We have tightened our credit policies in response
to the economic climate, in particular to our hardware-only sales, which may impact revenues but this has also
reduced our bad debt expense.

The following is a discussion of our consolidated financial condition and results of operations for the fiscal years
ended December 31, 2010, 2009 and 2008.

Critical Accounting Policies

Note A of the Notes to the Consolidated Financial Statements includes a summary of the significant accounting
policies and methods used in the preparation of Numerex’s Consolidated Financial Statements. The following is a brief
discussion of the more significant accounting policies and methods used.

General

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and the disclosure of contingent assets and liabilities at the dates of the financial statements and the
reported amounts of revenues and expenses during the reporting periods. The most significant estimates and
assumptions relate to revenue recognition, accounts receivable and allowance for doubtful accounts, inventories and
the adequacy of reserves for excess and obsolete inventories, accounting for income taxes and valuation of goodwill
and other intangible assets. Actual amounts could differ significantly from these estimates.
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Revenue Recognition

Revenue is recognized when persuasive evidence of an agreement exists, the hardware or service has been
delivered, fees and prices are fixed and determinable, and collectability is probable and when all other significant
obligations have been fulfilled.

We recognize revenue from hardware sales at the time of shipment and passage of title. Provision for rebates,
promotions, product returns and discounts to customers is recorded as a reduction in revenue in the same period that
the revenue is recognized. We offer customers the right to return hardware that does not function properly within a
limited time after delivery. We continuously monitor and track such hardware returns and record a provision for the
estimated amount of such future returns, based on historical experience and any notification received of pending
returns. While such returns have historically been within expectations and the provisions established, we cannot
guarantee that we will continue to experience the same return rates that we have experienced in the past. Any
significant increase in hardware failure rates and the resulting credit returns could have a material adverse impact on
operating results for the period or periods in which such returns materialize. We recognize revenue from the provision
of services at the time of the completion, delivery or performance of the service.

In the case of revenue derived from maintenance services we recognize revenue ratably over the contract term. In
certain instances we may, under an appropriate agreement, advance charge for the service to be provided. In these
instances we recognize the advance charge as deferred revenue (classified as a liability) and release the revenue ratably
over future periods in accordance with the contract term as the service is completed, delivered or performed. Our
revenues in the consolidated statement of operations are net of sales taxes.

We recognize revenue from the provision of data transportation services when we perform the service or process
transactions in accordance with contractual performance standards. Revenue is earned monthly on the basis of the
contracted monthly fee and an excess message fee charge, should it apply, that is volume based. In certain instances
we may, under an appropriate agreement, advance charge for the data transport service to be provided. In these
instances we recognize the advance charge (even if nonrefundable) as deferred revenue (classified as a liability) and
release the revenue over future periods in accordance with the contract term as the data transport service is delivered or
performed.

Our arrangements do not generally include acceptance clauses. However, for those arrangements that include
multiple deliverables, we first determine whether each service, or deliverable, meets the separation criteria of ASC
Subtopic 605-25, as amended by Accounting Standards Update (“ASU”) 2009-13. For hardware elements that
contain software, we determine whether the hardware and software function together to provide the element’s core
functionality. The majority of our elements meet this definition, and therefore we follow the guidance in ASC
Subtopic 605-25 to determine the amount to allocate to each element. The guidance in ASC Subtopic 605-25
provides a hierarchy of evidence to determine the selling price for each element in the order of (1) vendor-specific
objective evidence (“VSOE”), (2) third-party evidence (“TPE”), and (3) management’s best estimate. We
currently determine the amount to allocate to each element based on VSOE.

For transactions including multiple deliverables where software elements do not function together with hardware
to provide an element’s core functionality, we follow the guidance in ASC Subtopic 985-605, as amended by
ASU 2009-14, which requires the establishment of VSOE, to determine whether the transaction should be
accounted for as separate elements and the amount to allocate to each element.

We may provide multiple services under the terms of an arrangement and are required to assess whether one or
more units of accounting are present. Service fees are typically accounted for as one unit of accounting as fair
value evidence for individual tasks or milestones is not available. We follow the guidelines discussed above in
determining revenues; however, certain judgments and estimates are made and used to determine revenues
recognized in any accounting period. If estimates are revised, material differences may result in the amount and
timing of revenues recognized for a given period.
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Allowance for Doubtful Accounts

We maintain an allowance for doubtful accounts for estimated losses resulting from the inability of our customers to
make required payments. Changes in the financial condition of our customers could result in upward or downward
adjustments to the allowance for doubtful accounts.

Inventories and Reserves for Excess, Slow-Moving and Obsolete Inventory

We value our inventory at the lower of cost or market. We continually evaluate the composition of our inventory and
identify, with estimates, potential future excess, obsolete and slow-moving inventories. We specifically identify
obsolete hardware for reserve purposes and analyze historical usage, forecasted production based on demand forecasts,
current economic trends, and historical write-offs when evaluating the adequacy of the reserve for excess and slow-
moving inventory. If we are not able to achieve our expectations of the net realizable value of the inventory at its
current carrying value, we adjust our reserves accordingly.

Valuation of Goodwill and Long-lived Assets

Goodwill and certain intangible assets with indefinite lives are not amortized but are subject to an annual impairment
test, and more frequently, if events or circumstances occur that would indicate a potential decline in our fair

value. An impairment charge will be recognized only when the implied fair value of a reporting unit’s goodwill is
less than its carrying amount. We concluded that we had six reporting units at December 31, 2010, three of which
had associated goodwill. All of our goodwill was associated with these three reporting units. The reporting units
with goodwill were Wireless (excluding Orbit One), Orbit One (Satellite), and BNI Service. The reporting units not
containing associated goodwill were BNI Product, Digilog and DCX. There was a change in the number of total
reporting units from 2009 as the BNI reporting unit was split into two reporting units due to changes in management
structure and reporting. The BNI Services reporting unit is associated with the M2M Services segment and the BNI
Product is associated with the Other Services segment. All the goodwill previously associated with the BNI reporting
unit was allocated to the BNI Services reporting unit as this is where we believe the benefit from the goodwill is
received, as defined by ASC 350. Additionally, the majority of the old BNI reporting unit assets were associated with
this reporting unit, thus leaving an immaterial amount of the old reporting unit’s assets with the BNI Product
reporting unit. For our 2010 annual review, we used discounted cash flow models to estimate fair market value of
these reporting units. We used historical information, our 2011 business plan and expected future development
projects to prepare nine year financial projections used in the discounted cash flow analysis for each of the reporting
units.

The growth rate assumptions used in our most recent annual impairment test were consistent with operating results
for the twelve months ended December 31, 2010. We settled the litigation over the purchase of the Orbit One
reporting unit in December which would be considered a triggering event requiring interim impairment tests,
however, this event occurred when we perform our annual impairment test, thus only one impairment test was
performed.

A summary of the critical assumptions utilized for our impairment tests are outlined below. We believe this
information provides relevant information to understand our goodwill impairment testing and evaluate our goodwill
balances.
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As of December 31, 2010, a breakdown of our goodwill balance by reporting unit is as follows:

(In thousands)
M2M Services excluding Orbit One Unit and BNI Service Unit $ 18,433
Orbit One Unit (part of M2M Services) 4,428
BNI Service Unit (part of M2M Services) 926

Total Goodwill

I <l

23,787

During 2010, we did not record a goodwill impairment charge.

For our M2M Services (excluding Orbit One LLC) reporting unit, we use a discounted cash flow model to determine
the fair value and an 18% discount rate, as this reporting unit’s risks mirror that of the Company as a whole. Our
historical revenue growth rate averaged 15% over the past five years. We used this same growth rate through the
forecast period as we expect the market to continue strong growth. We expect our average margins over the forecast
period to remain at the historical five year average of 43% for this reporting unit. The growth rates used for SG&A
and R&D are expected to be lower than that of our historical growth rates as we built out a new internal service sales
team which would not occur in future periods. Depreciation and amortization and capital expenditures are higher
than historic run rates as we expect it to be necessary to maintain the projected growth rates. We used the projected
revenue growth rates to project accounts receivable and inventory and used historical accounts payable as a
percentage of cost of sales to determine the projected changes in working capital requirements.

Based upon our goodwill impairment analysis conducted in the fourth quarter of 2010, a hypothetical reduction in the
fair value of our M2M Services (excluding Orbit One LLC) reporting unit of 53.7% , would have resulted in the
carrying value of the reporting unit exceeding its fair value and thus require a Step 2 analysis and possible
impairment. Over the forecast period, this means that our cumulative projected revenues would have to decrease by
18%, or our cumulative projected profitability would have to decrease by 39%. An 8.7% increase to the discount rate
that we applied also would have resulted in the carrying value of the reporting unit exceeding its fair value.

We believe that our cash flow analysis was appropriate as our projections took the present challenging economic
environment into account and are consistent with our current operating results.

In our Orbit One reporting unit, we used a discounted cash flow model. We used an 18% discounted rate as this
reporting unit’s risks mirrored that of the Company as a whole. A combination of existing contractual agreements
and targeting of specific industries is used to determine the first year’s revenue growth rate, the following years’
revenue growth rates are based on expected industry growth rates. The average margins over the forecast period are
projected to increase as higher margin service revenues are expected to make up a greater portion of the total revenues
than lower margin hardware sales. SG&A expenses are forecasted to increase in the first year as the result of a build
out of necessary sales support to meet projected revenue targets, then the SG&A growth are expected to moderate for
the balance of the forecast period. Depreciation and amortization and capital expenditures are kept at historic run
rates. We used the revenue growth rate to project accounts receivable, used historical inventory as a percentage of
cost of sales and accounts payable as a percentage of cost of sales to determine the projected changes in working
capital requirements.

Based upon our goodwill impairment analysis conducted in the fourth quarter of 2010, a hypothetical reduction in the
fair value of our Orbit One LLC reporting unit of 39% , would have resulted in the carrying value of the reporting
unit exceeding its fair value and thus require a Step 2 analysis and possible impairment. Over the forecast period, this
means that our cumulative projected revenues would have to decrease by 11%, or our cumulative projected
profitability would have to decrease by 31%. A 4.5% increase to the discount rate that we applied also would have
resulted in the carrying value of the reporting unit exceeding its fair value.
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In our BNI Service reporting unit, we used a discounted cash flow analysis to determine the fair value. In September
2010 we won a new multi-year contract (EAGLE-net) to provide networking support and maintenance for Colorado’s
new project to provide high-speed network services to school districts, libraries and community institutions across the
state. The projections for this reporting unit are heavily based on this contract along with the reporting unit’s
traditional network services. We used 18% discount rate as this reporting unit’s risks mirrored that of the Company
as a whole. Revenue growth rates averaged 23% over the forecast period which is primarily driven by the Eagle-net
project. Ongoing network service revenues were grown at 4% over the forecast period. The average margins over
the forecast period are projected to decline as lower margin hardware revenues are expected to make up a greater
portion of the total revenues than higher margin service sales. SG&A expenses are forecast to increase in order to
support the Eagle-net project. Depreciation and amortization and capital expenditures are kept at historic run rates as
they are not expected to be impacted by the project. We used historical accounts receivable as a percentage of sales,
our sales growth rate for inventory and accounts payable as a percentage of cost of sales to determine the projected
changes in working capital requirements. The combination of all these factors determined our cash flow growth
rates.

Based upon our goodwill impairment analysis conducted in the fourth quarter of 2010, a hypothetical reduction in the
fair value of our BNI Services reporting unit of 61% , would have resulted in the carrying value of the reporting unit
exceeding its fair value and thus require a Step 2 analysis and possible impairment. Over the forecast period, this
means that our cumulative projected revenues would have to decrease by 23%, or our cumulative projected
profitability would have to decrease by 47%. A 22% increase to the discount rate that we applied also would have
resulted in the carrying value of the reporting unit exceeding its fair value.

Additionally, the sum of the fair value of all our reporting units was less than our market capital at December 31,
2010, indicating that our projections were reasonable and not aggressive.

Deferred Tax Assets

Estimates and judgments are required in the calculation of certain tax liabilities and in the determination of the
recoverability of certain deferred tax assets, which arise from net operating losses, tax credit carryforwards and
temporary differences between the tax and financial statement recognition of revenue and expense. Significant changes
to these estimates may result in an increase or decrease to our tax provision in a subsequent period.

ASC 740, "Accounting for Income Taxes", requires that the deferred tax assets be reduced by a valuation allowance,
if based on the weight of available evidence, it is more likely than not that some portion or all of the recorded deferred
tax assets will not be realized in future periods. In evaluating the ability to recover the deferred tax assets, in full or in
part, management considers all available positive and negative evidence including past operating results, the existence
of cumulative losses in the most recent years and the forecast of future taxable income on a jurisdiction by jurisdiction
basis. Management is responsible for the assumptions utilized including the amount of state, federal and international
pre-tax operating income, the reversal of temporary differences and the implementation of feasible and prudent tax
planning strategies. These assumptions require significant judgment. Actual operating results and the underlying
assumptions could differ materially from our current assumptions, judgments and estimates of recoverable net deferred
taxes.

Cumulative losses incurred in recent years and the potential impact of the current economic environment on future
taxable income represented sufficient negative evidence for management to conclude that the deferred tax assets
require a full valuation allowance. As such, management established a full valuation allowance against the net deferred
tax assets, which will remain until sufficient positive evidence exists to support reversal. Deferred tax assets generated
during the current year primarily due to net operating losses were offset by an increase to the valuation allowance
resulting in no net benefit recorded in the current year. Future reversals or increases to the valuation allowance could
have a significant impact on our future earnings. Current tax expense resulted from foreign operations and certain state
taxes.
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Result of Operations

The following table sets forth, for the periods indicated, certain revenue and expense items and the percentage
increases and decreases for those items in the Company’s Consolidated Statements of Operations.

For the years ended December 31, 2010 vs. 2009 2009 vs. 2008
(in thousands, except per share amounts) 2010 2009 2008 % Change % Change
Net sales:
M2M Services
Hardware $ 23,285 $ 19,756 $ 42,340 17.9% -53.3%
Service 33,423 29,427 27,764 13.6% 6.0%
Sub-total 56,708 49,183 70,104 15.3% -29.8%
Other Services
Hardware 440 526 708 -16.3% -25.7%
Service 1,095 1,127 1,507 -2.8% -25.2%
Sub-total 1,535 1,653 2,215 -7.1% -25.4%
Total net sales
Hardware 23,725 20,282 43,048 17.0% -52.9%
Service 34,518 30,554 29,271 13.0% 4.4%
Sub-total 58,243 50,836 72,319 14.6% -29.7%
Cost of hardware sales 19,021 17,319 37,469 9.8% -53.8%
Cost of services 13,565 11,169 9,430 21.5% 18.4%
Gross Profit 25,657 22,348 25,420 14.8% -12.1%
Gross Profit % 44.1% 44.0% 35.1%
Sales and marketing expenses 6,819 6,116 6,511 11.5% -6.1%
General and administrative expenses 9,473 9,896 11,510 -4.3% -14.0%
Engineering and development expenses 3,148 2,421 2,198 30.0% 10.1%
Bad debt expense 211 536 1,102 -60.6% -51.4%
Depreciation and amortization 3,381 3,398 3,107 -0.5% 9.4%
Litigation and settlement related expenses 3,025 1,637 2,092 84.8% 21.7%
Goodwill and long-lived asset impairment - - 5,289 nm nm
Operating loss (400) (1,656) (6,389) -75.8% -74.1%
Costs of early extinguishment of debt - (2,936) - 97.6% 154.0%
Interest expense, net (93) (995) (1,531) -97.6% 154.0%
Other expense, net G 43 ®) nm nm
Provision (benefit) for income tax (144) 285 3,047 -150.5% -90.6%
(380) (5,829) (10,975) -93.5% -46.9%

Net earnings

$ (0.03) $ 0.40) $ (0.78)

Diluted loss per common share $ (0.03) $ (0.40) § (0.78)
Basic 15,084 14,429 14,144
Diluted 15,084 14,429 14,144

Basic loss per common share

See notes to consolidated financial statements.
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Comparison of Fiscal Years Ended December 31, 2010 and December 31, 2009

Net revenues increased 14.6% to $58.2 million for the year ended December 31, 2010, as compared to $50.8 million
for the year ended December 31, 2009. The increase in total net revenues is attributable to a 17.0% increase to $23.7
million in hardware revenues and a 13% increase to $34.5 million in service sales. The increase in hardware revenues
is due primarily to an increase in sales of our security hardware and sales of our cellular and satellite tracking units.
The increase in service sales is due primarily to subscription increases which were generated by sales of our security
hardware, as well as increased sales of our cellular and satellite tracking units.

Cost of hardware sales increased 9.8% to $19.0 million for the year ended December 31, 2010, as compared to $17.3
million for the year ended December 31, 2009. The increase is in direct correlation to the increase in hardware sales.

Cost of services increased 21.5% to $13.6 million for the year ended December 31, 2010, as compared to $11.2
million for the year ended December 31, 2009. The increase is in direct correlation to the increase in services sales.

Gross profit, as a percentage of net revenue, remained constant at 44.1% for the year ended December 31, 2010, as
compared to 44.0% for the year ended December 31, 2009.

Sales and marketing expenses increased 11.5% to $6.8 million for the year ended December 31, 2010, as compared to
$6.1 million for the year ended December 31, 2009. The increase is primarily the result of a $440,000 increase related
to additional employees and $262,000 increase in promotional and marketing expenses.

General, administrative and legal expenses decreased 4.3% to $9.5 million for the year ended December 31, 2010, as
compared to $9.9 million for the year ended December 31, 2009. The decrease is primarily the result of a $174,000
decrease in employee related expenses, a $143,000 decrease in supplies, telecommunications and facility related costs
and a $106,000 decrease in professional service fees.

Engineering and development expenses increased 30.0% to $3.1 million for the year ended December 31, 2010, as
compared to $2.4 million for the year ended December 31, 2009. The increase in engineering and development
expenses is primarily the result of a $275,000 increase in employee costs, a $229,000 increase in expenses related to
new product testing and certifications and a $215,000 increase in professional service fees.

Bad debt expense decreased to $211,000 for the year ended December 31, 2010, as compared to $536,000 for the
year ended December 31, 2009. We analyze accounts receivable and consider our historical bad debt experience,
customer credit-worthiness, current economic trends and changes in our customer payment terms when evaluating
the adequacy of the allowance for doubtful accounts. Bad debt expense decreased over the prior year as a result of
our tighter credit controls particularly in regard to our hardware-only customer sales.

Depreciation and amortization expense remained constant at $3.4 million for the year ended December 31, 2010
and 2009.

Litigation and settlement expenses increased to $3.0 million for the year ended December 31, 2010, as compared to
$1.6 million for the year ended December 31, 2009. The increase is the result of the settlement of our legal
proceedings (see Note P of the notes to the financial statements included in this Annual Report on Form 10-K).

Net interest expense decreased to $93,000 for the year ended December 31, 2010, as compared to $3.9 million for the
year ended December 31, 2009. In 2009 we incurred a $1.0 million in interest expense associated with our debt. In
2009 we also incurred $2.9 million in expense associated with our debt conversion. These expenses did not recur in
2010, due to the January 2010 repayment of all outstanding principle and interest on our outstanding debt, which
resulted in the decrease in interest expense during 2010.
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We recorded a tax benefit of $144,000 for the year ended December 31, 2010, as compared to a tax provision

of $285,000 for the year ended December 31, 2009, representing effective tax rates of 27.5% and (5.15%)
respectively. The increase in our effective tax rate from (5.15%) to 27.5% between 2009 and 2010 respectively, is
related to the reversal of a deferred tax liability related to indefinite-lived intangibles, the expiration of certain ASC
740-10 liabilities, and a foreign tax return to provision adjustment. The difference between our effective tax rate and
the 34% federal statutory rate in the current year resulted primarily from the existence of a valuation allowance
against our net deferred tax assets, foreign taxes, state tax accruals, and uncertain tax position expense.

The weighted average basic shares outstanding increased to 15,084,000 for the year ended December 31, 2010, as
compared to 14,429,000 for the year ended December 31, 2009. The increase in weighted average basic shares
outstanding for the year ended December 31, 2009 was primarily due to the issuance of 55,000 common shares related
to the employee stock option plan.

Comparison of Fiscal Years Ended December 31, 2009 and December 31, 2008

Net revenues decreased 29.7% to $50.8 million for the year ended December 31, 2009, as compared to $72.3 million
for the year ended December 31, 2008. The decrease in total net revenues for the year ended December 31, 2009 is
attributable to a 52.9% decrease to $20.3 million in hardware revenues as compared to $43.0 million for the year
ended December 31, 2008. The decrease in hardware revenues is due primarily to a decrease in demand for our
wireless modules due to the end of the technology transition from analog to digital. The decrease is also due to the
effect of the economy on our customers, as well as a result of our tighter credit controls, which were implemented in
the second half of 2008.

Cost of hardware sales decreased 53.8% to $17.3 million for the year ended December 31, 2009, as compared to $37.5
million for the year ended December 31, 2008. The decrease was primarily due to the corresponding decrease in
hardware sales.

Cost of services increased 18.4% to $11.2 million for the year ended December 31, 2009, as compared to $9.4
million for the year ended December 31, 2008. The increase in cost of services was primarily the result of an
increase in the number of subscriptions to our M2M network. Subscription increases were generated by sales of
our security hardware as well as by end users and value added resellers who utilize our network to provide
customer solutions. We continue to focus on increasing subscriptions to our network due to the recurring nature of
the service net sales.

Gross profit, as a percentage of net revenue, was 44.0% for the year ended December 31, 2009, as compared to 35.1%
for the year ended December 31, 2008. The increase for 2009, as compared to 2008, is primarily a result of a change
in the overall revenue mix. For the year ended December 31, 2009, service revenues were 60.1% and of total
revenues, as compared to 40.5% for the year ended December 31, 2008. This causes an overall margin improvement
since service revenues have a significantly higher gross margin than those achieved through the sale of hardware.

Sales and marketing expenses decreased 6.1% to $6.1 million for the year ended December 31, 2009, as compared to
$6.5 million for the year ended December 31, 2008. The decrease is primarily the result of a $450,000 decrease in
employee related expenses and a $165,000 decrease in promotional expenses which were partially offset by an
increase of $205,000 in supplies, telecommunications and facility related costs.

General, administrative and legal expenses decreased 14% to $9.9 million for the year ended December 31, 2009, as
compared to $11.5 million for the year ended December 31, 2008. The decrease is primarily the result of a $835,000
decrease in employee related expenses, a $435,000 decrease in professional fees and a $330,000 decrease in supplies,
telecommunications and facility related costs.

Engineering and development expenses increased 10.1% to $2.4 million for the year ended December 31, 2009, as
compared to $2.2 million for the year ended December 31, 2008. The increase in engineering and development
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expenses is primarily the result of increased employee compensation and expenses related to new product testing and
certifications.
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Bad debt expense decreased to $536,000 for the year ended December 31, 2009, as compared to $1.1 million for the
year ended December 31, 2008. We analyze accounts receivable and consider our historical bad debt experience,
customer credit-worthiness, current economic trends and changes in our customer payment terms when evaluating the
adequacy of the allowance for doubtful accounts. Bad debt expense decreased over the prior year as a result of our
tighter credit controls, particularly in regard to our hardware-only customer sales.

Depreciation and amortization expense increased 9.4% to $3.4 million for the year ended December 31, 2009, as
compared to $3.1 million for the year ended December 31, 2008. This increase is primarily the result of increased
capital expenditures for computer and office equipment and for capitalized software projects that have been placed
into service.

Litigation settlement decreased to $1.6 million for the year ended December 31, 2009, as compared to $2.1 million for
the year ended December 31, 2008.

Net interest expense and costs of early extinguishment of debt increased to $3.9 million in 2009, as compared to $1.5
million in 2008. The increase is primarily the result of the $2.9 million expense associated with the debt conversion.
In 2009, we repaid an aggregate of $5.7 million under our outstanding convertible promissory notes. Under generally
accepted accounted principles, specifically, ASC 470-20 (formerly FAS 84), an adjustment to the conversion price of
the convertible note should be accounted for as an inducement to convert the note, even though there was no economic
incentive offered. The increase in interest expense also includes $499,000, the non-cash expense associated with the
expensing of the deferred fees associated with the early extinguishment of debt.

We recorded a tax provision of $285,000 for the year ended December 31, 2009, as compared to a tax provision

of $3.0 million for the year ended December 31, 2008, representing effective tax rates of (5.15)% and (38.44)%
respectively. The difference between our effective tax rate and the 34% federal statutory rate in the current year
resulted primarily from the existence of a valuation allowance against our net deferred tax assets, foreign taxes, state
tax accruals, and uncertain tax position.

The weighted average basic shares outstanding increased to 14,429,000 for the year ended December 31, 2009, as
compared to 14,144,000 for the year ended December 31, 2008. The increase in weighted average basic shares
outstanding for the year ended December 31, 2009 was primarily due to the issuance of 44,000 common shares related
to the employee stock option plan and 889,000 common shares issued in lieu of debt payments.
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Segment Information

During 2010, we changed our internal organization structure and internal management reporting to combine all M2M
activity into one operating group. As such, we have recast our reportable segments to conform with our internal
reporting structure. We have integrated our network services and our wire-line security detection hardware and
services with our M2M Services segment as they are closely related to our cellular and satellite machine-to-machine
communications hardware and services. Other Services consists of our video conferencing hardware and installation
of telecommunications equipment. We have reclassified financial information for 2009 and 2008 to conform to the
current period presentation.

For the years ended December 31, 2010 vs. 2009 2009 vs. 2008
(In thousands) 2010 2009 2008 % Change % Change
Net sales:
M2M Services
Hardware $ 23285 § 19,756 $ 42,340 17.9% -53.3%
Service 33,423 29,427 27,764 13.6% 6.0%
Sub-total 56,708 49,183 70,104 15.3% 29.8%
Other Services
Hardware 440 526 708 -16.3% 25.7%
Service 1,095 1,127 1,507 2.8% 25.2%
Sub-total 1,535 1,653 2215 7.1% 25.4%
Total net sales
Hardware 23,725 20,282 43,048 17.0% -52.9%
Service 34,518 30,554 29,271 13.0% 4.4%
Total net sales 58,243 50,836 72,319 14.6% 29.7%
Cost of Sales:
M2M Services
Cost of hardware sales $ 18,770 $ 17,061 $ 37,125 10.0% -54.0%
Cost of service sales 13,091 10,674 8,742 22.6% 22.1%
Subtotal 31,861 27,735 45,867 33.0% -32.0%
Other Services
Cost of hardware sales 251 258 344 -2.7% 25.0%
Cost of service sales 474 495 688 -4.2% 28.1%
Subtotal 725 753 1,032 -3.7% 27.0%
Total cost of sales  §$ 32,586  $ 28488 $ 46,899 14.4% -39.3%
Gross Profit ~ $ 25657 S 22348 $ 25,420 14.8% 12.1%
Gross Profit % 44.1% 44.0% 35.1%

Percent of Total Sales

2010 2009 2008
Net sales:
M2M Services
Hardware 40.0% 38.9% 58.5%
Service 57.4% 57.9% 38.4%
Sub-total 97.4% 96.7% 91.5%
Other Services
Hardware 0.8% 1.0% 1.0%
Service 1.9% 2.2% 2.1%
Sub-total 2.6% 3.3% 3.1%
Total net sales
Hardware 40.7% 39.9% 59.5%
Service 59.3% 60.1% 40.5%
Total net sales 100.0% 100.0% 100.0%
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Fiscal Years Ended December 31, 2010 and December 31, 2009

M2M Services Segment

Net revenues from M2M Services increased 15.3% to $56.7 million for the year ended December 31, 2010, as
compared to $49.2 million for the year ended December 31, 2009. This increase was the result a 17.9% increase in
hardware revenue and a 13.6% increase in service revenue. This hardware revenue increase was primarily the result
of an increase in sales of our security hardware and an increase in sales of our cellular and satellite tracking units.
The service revenue increase was primarily due to an increase in network subscriptions which were generated by
sales of our security hardware, as well as increased sales of our cellular and satellite tracking units. Our subscriptions
at December 31, 2010 increased 25% to 1.2 million, as compared to 937,000 for the year ended December 31, 2009.
We continue to focus on increasing subscriptions to our network due to the recurring nature of the service revenues.

Cost of hardware sales for our M2M Services segment increased 10.0% to $18.8 million for the year ended December
31,2010, as compared to $17.1 million for the year ended December 31, 2009. The increase is in direct correlation to
the increase in M2M Services hardware sales.

Cost of service sales for our M2M Services segment increased 22.6% for the year ended December 31, 2010 to
$13.1 million, as compared to $10.7 million for the year ended December 31, 2009. The increase is in direct
correlation to the increase in M2M Services service sales.

Other Services Segment

Net revenue from Other Services decreased 7.1% to $1.5 million for the year ended December 31, 2010, as
compared to $1.7 million for the year ended December 31, 2009. The decrease was the result of a result of a
16.3% decrease in hardware revenue and a 2.8% decrease in service revenue. The hardware revenue decrease is
primarily the result of a decrease in sales of our interactive videoconferencing hardware (PowerPlay), which is sold
directly and indirectly to distance-learning customers. Capital spending by targeted distance learning customers is
largely funded by government entities and, as a result, is difficult to predict and can fluctuate significantly from
period to period. The budget reductions effected by state and local government entities have contributed to
reduced demand for PowerPlay. Our installation and integration services are primarily, either directly or
indirectly, provided to large wireline and wireless telecommunication companies.

Cost of sales for our Other Services segment decreased 3.7% to $725,000 for the year ended December 31, 2010,
as compared to $753,000 for the year ended December 31, 2009. The decrease in cost of sales for our Other
Services segment is in direct correlation to the decrease in hardware sales.
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Fiscal Years Ended December 31, 2009 and December 31, 2008
M2M Services Segment

Net revenues from M2M Services decreased 29.8% to $49.2 million for the year ended December 31, 2009, as
compared to $70.1 million for the year ended December 31, 2008. This decrease was the result a 53.3% decrease in
hardware revenue, partially offset by a 6.0% increase in service revenue. The decrease in M2M Services hardware
revenue was primarily the result of a decrease in demand for our wireless modules due to the effect of the prolonged
economic slump on our customers, as well as a result of our tighter credit controls, which were implemented in
January 2009. The increase in the M2M Services service revenue was primarily the result of connection increases
that were generated by sales of our security hardware, sales of our wireless modules used in the door entry control
solutions used by real estate agents and brokers, as well as by end users and value added resellers who utilize our
network to provide customer solutions. Our wireless subscriptions at December 31, 2009 were 937,000, as compared
to 702,000 at December 31, 2008, a 34.0% increase in subscriptions over the year ended December 31, 2008. We
continue to focus on increasing subscriptions to our network due to the recurring nature of the service revenues.

Cost of hardware sales for our M2M Services segment decreased 54.0% to $17.1 million for the year ended December
31, 2009, as compared to $37.1 million for the year ended December 31, 2008. The decrease in cost of hardware sales
for our M2M Services segment is primarily the result of lower hardware sales.

Cost of service sales for our M2M Services segment increased 22.1% for the year ended December 31, 2009 to
$10.7 million, as compared to $8.7 million for the year ended December 31, 2008. M2M Services service net costs
increased primarily due to the costs related to the increase in the number of subscriptions to our M2M Services
network during the year ended December 31, 2009.

Other Services Segment

Net revenue from Other Services decreased 25.4% to 1.7 million for the year ended December 31, 2009, as
compared to $2.2 million for the year ended December 31, 2008. This decrease was primarily the result of a
decrease in sales of our interactive videoconferencing hardware (PowerPlay), which is sold directly and indirectly
to distance-learning customers. Capital spending by targeted distance learning customers is largely funded by
government entities and, as a result, is difficult to predict and can fluctuate significantly from period to period. The
decrease in net revenue is also due to service revenues decreasing. Our installation and integration services are
primarily, either directly or indirectly, provided to large wireline and wireless telecommunication companies. The
decrease in service revenues was due to a decrease in demand for these services.

Cost of sales for our Other Services segment decreased 27.0% to $753,000 for the year ended December 31, 2009,
as compared to $1.0 million for the year ended December 31, 2008. The decrease in cost of hardware sales for our
Other Services segment is in direct correlation to the decrease in hardware sales.
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Selected Quarterly Financial Data

The following tables detail certain unaudited financial data of Numerex for each quarter of the last two fiscal years
ended December 31, 2010 and 2009, respectively.

Our financial results may fluctuate from quarter to quarter as a result of certain factors related to our business,
including the timing of hardware shipments, new hardware introductions and equipment, and hardware and system
sales that historically have been of a non-recurring nature.

This information has been prepared from our books and records in accordance with accounting principles generally
accepted in the United States of America for interim financial information. In the opinion of management, all
(including only normal, recurring) adjustments considered necessary for fair presentation have been included. Interim
results for any quarter are not necessarily indicative of the results that may be expected for any future period.
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Selected Quarterly Financial Data (Unaudited)

(in thousands)

Net sales:
M2M Services
Hardware
Service
Sub-total
Other Services
Hardware
Service
Sub-total
Total net sales
Hardware
Service
Sub-total
Cost of hardware sales
Cost of services
Gross Profit
Sales and marketing expenses

General and administrative expenses
Engineering and development expenses

Bad debt expense

Depreciation and amortization

Litigation settlement and related expenses
Operating earnings (loss)

Interest expense

Net other income

Net earnings (loss)

Provision (benefit) for income tax

Net earnings (loss)

Foreign currency translation adjustment
Comprehensive earnings (loss)

Basic earnings (loss) per common share
Diluted earnings (loss) per common share

Basic
Diluted

For the Three Months Ended
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March 31, June 30, September 30, December 31,
2010 2010 2010 2010

$ 4,756 $ 6,305 $ 6,299 $ 5,925

7,910 8,128 8,649 8,737

12,666 14,433 14,948 14,662

62 162 194 22

294 303 263 235

356 465 457 257

4,818 6,467 6,493 5,947

8,204 8,431 8,912 8,972

13,022 14,898 15,405 14,919

4,036 5,066 5,113 4,807

3,233 3,425 3,426 3,479

5,753 6,407 6,866 6,633

1,787 1,759 1,691 1,582

2,207 2,186 2,583 2,501

592 780 888 888

57 107 53 ®)

872 860 810 839

192 331 90 2,412

46 384 751 (1,581)

(13) (%) (44) €29

41) - 9 1

®) 379 716 (1,611)

22 ) 59 (217)

$ 30) $ 387 $ 657 $ (1,394)

7 - 2 -

$ (23) $ 387 659 $ (1,394)

$ (0.00) $ 0.03 004 $ (0.09)

$ (0.00) $ 0.03 $ 004 $ (0.09)

15,079 15,074 15,078 15,102

15,079 15,234 15,363 15,102



Selected Quarterly Financial Data (Unaudited)

(in thousands)

Net sales:
M2M Services
Hardware
Service
Sub-total
Other Services
Hardware
Service
Sub-total
Total net sales
Hardware
Service
Sub-total
Cost of hardware sales
Cost of services
Gross Profit
Sales and marketing expenses
General and administrative expenses
Engineering and development expenses
Bad debt expense
Depreciation and amortization
Litigation settlement and related expenses
Operating earnings (loss)
Costs of early extinguishment of debt
Interest expense
Net other income
Net loss
Provision for income tax
Net loss
Foreign currency translation adjustment
Comprehensive loss
Basic loss per common share
Diluted loss per common share

Basic
Diluted

For the Three Months Ended

March 31, June 30, September 30, December 31,
2009 2009 2009 2009
5615 $ 4,743 $ 3810 $ 5,588
6,702 7,423 7,349 7,953
12,317 12,166 11,159 13,541
60 161 167 138
285 277 223 342
345 438 390 480
5,675 4,904 3,977 5,726
6,987 7,700 7,572 8,295
12,662 12,604 11,549 14,021
4,928 4,235 3,449 4,707
2,434 2,687 2,995 3,054
5,300 5,682 5,105 6,260
1,257 2,014 1,405 1,440
2,859 1,946 2,446 2,644
508 651 584 678
155 136 102 144
792 844 879 882
1,068 513 56 -
(1,339) (422) (367) 472
- - (1,577) (1,359)
(347) (343) (204) (101)
- 1 - 42
(1,686) (764) (2,148) (946)
37 28 31 189
(1,723) $ (792) % 2,179) $ (1,135)
2) 4 6 -
(1,725 3 (788) $ 2,173) $ (1,135)
0.12) $ (0.06) $ 0.15) $ (0.08)
0.12) $ 0.06) $ 0.15) § (0.08)
14,169 14,152 14,360 14,947
14,169 14,152 14,360 14,947
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Liquidity and capital resources

We had working capital of $10.2 million as of December 31, 2010 compared to working capital of $9.3 million as of
December 31, 2009. We had cash balances of $10.3 million and 5.3 million as of December 31, 2010 and 2009,
respectively.

The following table shows information about our cash flows and liquidity positions during the twelve months ended
December 31, 2010 and 2009. You should read this table and the discussion that follows in conjunction with our
consolidated statements of cash flows contained in “Item 8. Financial Statements” of this report.

Year ended December 31,

2010 2009
Net cash provided by operating activities $ 8,555 $ 5,089
Net cash used in investing activities (2,612) (2,393)
Net cash used in financing activities (998) (6,315)
Effect of exchange differences on cash - 8
$ 4,945 $ (3,611)

We provided cash from operating activities totaling $8.6 million for the year ended December 31, 2010 compared to
$5.1 million for the year ended December 31, 2009. The increase was primarily due to the decrease in net loss of
$5.4 million and the increase in accounts payable and other current liabilities, partially offset by the increase in
accounts receivable.

We used cash in investing activities totaling $2.6 million for the year ended December 31, 2010 compared to $2.4
million for the year ended December 31, 2009. The increase was primarily due to the purchase of intangible assets
and other assets during 2010.

We used cash in financing activities totaling $1.0 million for the year ended December 31, 2010 compared to $6.3
million for the year ended December 31, 2009. The decrease was primarily due to the principal payments on notes
payable and debt of $6.2 million during 20009.

Our business has traditionally not been capital intensive; accordingly, capital expenditures have not been material. To
date, we have funded all capital expenditures from working capital, capital leases and other long-term obligations.

In January 2010, we repaid the remaining $500,000 of outstanding indebtedness due under our notes payable.

On May 4, 2010, we entered into that certain Loan and Security Agreement (the “Agreement”) with Silicon Valley
Bank (“SVB”). The terms of the Agreement provide that SVB will, among other things, make revolving credit
advances up to an aggregate of $5 million (the “Credit Facility”), subject to certain conditions as set forth in the
Agreement. The Credit Facility also includes a sublimit of up to $1.5 million for letters of credit, cash management
and foreign exchange services. The interest rate applicable to amounts drawn from the Credit Facility is, at our
option, equal to either (i) the Prime Rate (as defined in the Agreement) or (ii) the sum of the LIBOR Rate (as defined
in the Agreement) plus a LIBOR rate margin of 2.75%. The Credit Facility includes an annual fee of 0.375% of the
average unused portion of the credit facility.
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)
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During the year ended December 31, 2010, no borrowings were made under the Credit Facility and as of

December 31, 2010 there were no amounts outstanding under the Credit Facility. The Credit Facility contains
customary default provisions, and we must comply with various financial and non-financial covenants. The financial
covenants consist of a minimum quarterly EBITDA ratio and a minimum monthly adjusted quick ratio.

Additionally, the Credit Agreement includes certain negative covenants, subject to customary exceptions and
limitations, restricting or limiting our ability, without the prior written consent of SVB, to, among other things:
convey, sell, lease, transfer or otherwise dispose of assets; change its business; experience a change in control; merge
or consolidate with any other entity; incur additional indebtedness; create liens on our property that is used as
collateral for the credit facility; make certain investments and acquisitions; pay dividends, distributions or make other
specified restricted payments or repurchases; and enter into certain transactions with affiliates. As of December 31,
2010, we were in compliance with all covenants of the Credit Facility.

During 2010 and 2009, we incurred $1.1 million and $1.7 million, respectively, in legal expenses related to our
litigation with Orbit One Communications, Inc. For 2011, we expect no additional legal fees for this matter as it was
settled during 2010 (see Item 3 — Legal Proceedings).

We believe that our existing cash and cash equivalents together with expected cash generated from operations will be
sufficient to meet our operating requirements for at least the next twelve months. This belief could be affected by
future results that differ from expectations or a material adverse change in our operating business.

Contractual Obligations

The table below sets forth our contractual obligations at December 31, 2010. Additional details regarding these
obligations are provided in the notes to our consolidated financial statements.

(in thousands)

Payments due by period
More
Less than 1 than 5
Total Year 1 -3 Years 3 -5 Years Years
Capital lease obligations") $ 741 $ 496 $ 245 - -
Operating lease obligations” 1,562 975 600 - -
Total® $ 2,303 $ 1,471 $ 845 - -

Amounts represent future minimum lease payments under non-cancelable capital leases for computer equipment. The
value of the equipment recorded in property and equipment at the inception of the leases was $881,000.

Amounts represent future minimum rental payments under non-cancelable operating leases for our facilities.

Liabilities of approximately $415,000 related to ASC Subtopic 740-10, Income Taxes) have not been included in the
table above because we are uncertain as to if or when such amounts may be settled. See Note A to the consolidated
financial statements contained in this report for further information.

Off-Balance Sheet Arrangements

As of December 31, 2010, we did not have any off-balance sheet arrangements, as defined in Item 303(a)(4)(ii) of
SEC Regulation S-K.

Recent Accounting Pronouncements

For information with respect to new accounting pronouncements and the impact of these pronouncements on our
consolidated financial statements, see Note 21 of the Notes to Consolidated Financial Statements.
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Effect of Inflation

Inflation has not been a material factor affecting our business. In recent years the cost of electronic components has
remained relatively stable, due to competitive pressures within the industry, which has enabled us to contain our
hardware costs. Our general operating expenses, such as salaries, employee benefits, and facilities costs are subject to
normal inflationary pressures, but to date inflation has not had a material effect on our operating results.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk.

The market risk in our financial instruments represents the potential loss arising from adverse changes in financial
rates. We are exposed to market risk in the area of interest rates. These exposures are directly related to our normal
funding and investing activities.

As of December 31, 2010, we had no long-term debt balance outstanding. However, our Credit Agreement provides
us with a revolving credit facility up to $5.0 million (the “Credit Facility”). The interest rate applicable to amounts
drawn from the Credit Facility is, at the Company’s option, equal to either (i) the Prime Rate (as defined in the
Agreement) or (ii) the sum of the LIBOR Rate (as defined in the Credit Agreement) plus a LIBOR rate margin of
2.75%. The Credit Facility includes an annual fee of 0.375% of the average unused portion. Accordingly we could be
exposed to market risk from changes in interest rates on our long-term debt. A hypothetical 1% interest rate change
would not have any current impact on our results of operations as we had no amounts outstanding under the Credit
Facility as of December 31, 2010 or any other outstanding indebtedness.

Foreign Currency

The assets and liabilities of our foreign operations are translated into U.S. dollars at current exchange rates, and
revenues and expenses are translated at the ending exchange rate from the prior period which materially approximates
the average exchange rates for each period. Resulting translation adjustments are reflected as other comprehensive
income within shareholders’ equity. Transaction gains and losses that arise from exchange rate fluctuations on
transactions denominated in a currency other than the functional currency are included in the results of operations as
incurred. Foreign operations are not significant to the Company.
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Numerex Corp. and Subsidiaries
Consolidated Balance Sheets

(In thousands, except share information)

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Restricted cash

Accounts receivable, less allowance for doubtful accounts of $356 at December 31, 2009 and $548 at
December 31, 2009

Inventory
Prepaid expenses and other current assets
TOTAL CURRENT ASSETS

Property and equipment, net
Goodwill, net

Other intangibles, net
Software, net

Other assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT LIABILITIES

Accounts payable

Other current liabilities

Notes payable, current

Deferred revenues

Obligations under capital leases, current portion
TOTAL CURRENT LIABILITIES

LONG TERM LIABILITIES
Obligations under capital leases and other long term liabilities
Deferred income tax

Other long-term liabilities

TOTAL LONG TERM LIABILITIES
COMMITMENTS AND CONTINGENCIES (Note M)
SHAREHOLDERS’ EQUITY

Preferred stock - no par value; authorized 3,000,000; none issued

Class A common stock — no par value; authorized 30,000,000; issued 16,362,937 shares at December

31,2010 and 16,307,963 shares at December 31, 2009; outstanding 15,122,128 shares at December 31,

2010 and 15,082,154 shares at December 31, 2009
Class B common stock — no par value; authorized 5,000,000; none issued
Additional paid-in-capital

Treasury stock, at cost, 1,240,809 shares at December 31, 2010 and 1,225,809 shares December 31,
2009

Accumulated other comprehensive loss

Retained deficit

TOTAL SHAREHOLDERS' EQUITY

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

The accompanying notes are an integral part of these financial statements.
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December 31,

December 31,

2010 2009
$ 10,251 $ 5,306
265 -

6,518 6,341

4,820 6,290

1,926 1,569

23,780 19,506

1,392 1,603

23,787 23,787

4,741 4,985

3,115 2,747

331 119

$ 57,146 $ 52,747
$ 7,507 $ 5,888
3,765 2,555

- 493

1,864 1,261

447 24

13,583 10,221

237 7

- 154

608 328

14,428 10,710

57,696 57,430

6,403 5,582

(5,239) (5,213)

(16,142) (15,762)

42,718 42,037

$ 57,146 $ 52,747




Numerex Corp. and Subsidiaries

Consolidated Statements of Operations and Comprehensive Loss

(In thousands, except per share data)

For the Years

Ended December 31,
2010 2009 2008
Hardware 23,725 20,282 $ 43,048
Service 34,518 30,554 29,271
Total net sales 58,243 50,836 72,319
Cost of hardware sales 19,021 17,319 37,469
Cost of services 13,565 11,169 9,430
Gross Profit 25,657 22,348 25,420
Sales and marketing 6,819 6,116 9,011
General, administrative and legal 9,473 9,896 9,010
Engineering and development 3,148 2,421 2,198
Bad debt expense 211 536 1,102
Depreciation and amortization 3,381 3,398 3,107
Litigation settlement 3,025 1,637 2,092
Goodwill and long-lived asset impairment R - 5,289
Operating loss (400) (1,656) (6,389)
Costs of early extinguishment of debt - (2,936) -
Net interest expense (93) (995) (1,531)
Net other (expense) income (31 43 (8)
Loss before income taxes (524) (5,544) (7,928)
(Benefit) provision for income taxes (144) 285 3,047
Net loss (380) (5,829) (10,975)
Other comprehensive income (loss), net of income tax:
Foreign currency translation adjustment - 8 )
Comprehensive loss (380) (5,821) $ (10,977)
Basic and diluted loss per share $ (0.03) 0.40) $ (0.78)
Weighted average common shares used in per share calculation
Basic and diluted 15,084 14,429 14,144

The accompanying notes are an integral part of these financial statements.
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NUMEREX CORP. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Cash flows from operating activities:
Net earnings
Adjustments to reconcile net loss to net cash provided by (used in)
operating activities:
Depreciation
Amortization
Allowance for Doubtful Accounts
Inventory Reserves
Non cash interest expense
Stock option compensation expense
Stock issued in lieu of directors fees
Impairment of goodwill and long-lived assets
Deferred income taxes
Changes in assets and liabilities which provided (used) cash:
Accounts and notes receivable
Inventory
Prepaid expenses, interest receivable and other assets
Accounts payable
Other liabilites
Deferred Revenue
Income taxes
Net cash (used in) provided by operating activities:
Cash flows from investing activities:
Purchase of property and equipment
Purchase of intangible assets, software and other assets
Purchase of investment
Purchase of assets of Orbit One, Inc.
Purchase of Ublip, Inc.
Net cash used in investing activities
Cash flows from financing activities:
Fees paid of credit facility
Restricted cash
Proceeds from exercise of common stock options
Purchase of treasury stock
Repurchase of warrants
Principal payments on capital lease obligations
Principal payments on notes payable and debt
Net cash (used in) provided by financing activities:
Effect of exchange differences on cash
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

The accompanying notes are an integral part of these financial statements.
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For the years ended December 31,

2010 2009 2008
(380) $ (5.829) $  (10,975)
876 941 824
2,505 2,457 2,283
211 536 1,102
185 110 266
35 3,297 485
938 995 1,160
77 104 70
- - 5,289
(154) 106 2,776
(365) 2,168 6,035
1,286 2,106 1,357
(372) (126) 459
1,619 (1,403) (3,133)
1,912 (501) 585
603 127 (235)
421) 1 11
8,555 5,089 8,359
(523) (779) (453)
(1,889) (1,614) (1,544)
(200) - -
- . (1,807)
- - (249)
(2,612) (2,393) (4,053)
(50) - -
(265) - -
189 41 124
(26) (160) -
(117) - -
(229) (29) (79)
(500) (6,167) (2,857)
(998) (6,315) (2,812)
- 8 )
4,945 (3,611) 1,492
5,306 8,917 7,425
10251 $ 5306 $ 8,917




Supplemental Disclosures of Cash Flow Information

Cash payments for:
Interest
Income taxes
Disclosure of non-cash activities:
Non-cash interest expense
Capital leases
Non-cash inducement cost for early extinguishment of debt
Non-cash financing payments
Non-cash leasehold improvement
Disclosure of non-cash investing activities:
Common stock issued for the purchase of assets of Airdesk, Inc.
Common stock issued for the purchase of Ublip, Inc.
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For the years ended December 31,

2010 2009 2008
$ 58 $ 697 $ 1,196
$ 77 $ 89 $ 233
$ 35 $ 860 $ 485
$ 881 $ - $ -
$ - $ 2437 8 -
$ - $ 4,048 8 -
$ - $ - $ 127
$ - $ - $ 1,706
$ - $ - $ 1,446



NUMEREX CORP. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years ended December 31, 2010, 2009 and 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of the significant accounting policies consistently applied in the preparation of the accompanying financial
statements follows:

Nature of Business

Numerex Corp (NASDAQ: NMRX) is a leading provider of business services, technology, and products used in the
development and support of machine-to-machine (M2M) solutions for the enterprise and government markets
worldwide. The Company offers Numerex DNA) that includes hardware and smart Devices, cellular and satellite
Network services, and software Applications that are delivered through Numerex FAST(TM) (Foundation Application
Software Technology). Customers typically subscribe to device management, network, and application services
through hosted platforms. Numerex’s business services enable the development of secure solutions while simplifying
and speeding up deployment through streamlined processes and comprehensive integration services. Numerex is [ISO
27001 information security-certified. "Machines Trust Us®)" represents the Company's focus on M2M data security,
service reliability, and round-the-clock support of its customers' M2M solutions.

Principles of Consolidation

The consolidated financial statements include the results of operations and financial position of Numerex and its
wholly owned subsidiaries. Intercompany accounts and transactions have been eliminated in consolidation.

Revenue Recognition

The Company’s revenue is generated from three sources:
e the supply of hardware, under non recurring agreements,
o the provision of services,

o the provision of data transportation services, under recurring or multi-year contractually based agreements.

Revenue is recognized when persuasive evidence of an agreement exists, the hardware or service has been
delivered, fees and prices are fixed and determinable, and collectability is probable and when all other significant
obligations have been fulfilled.

We recognize revenue from hardware sales at the time of shipment and passage of title. Provision for rebates,
promotions, product returns and discounts to customers is recorded as a reduction in revenue in the same period that
the revenue is recognized. We offer customers the right to return hardware that does not function properly within a
limited time after delivery. We continuously monitor and track such hardware returns and record a provision for the
estimated amount of such future returns, based on historical experience and any notification received of pending
returns. While such returns have historically been within expectations and the provisions established, we cannot
guarantee that we will continue to experience the same return rates that we have experienced in the past. Any
significant increase in hardware failure rates and the resulting credit returns could have a material adverse impact on
operating results for the period or periods in which such returns materialize. We recognize revenue from the provision
of services at the time of the completion, delivery or performance of the service.
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In the case of revenue derived from maintenance services, we recognize revenue ratably over the contract term. In
certain instances we may, under an appropriate agreement, advance charge for the service to be provided. In these
instances, we recognize the advance charge as deferred revenue (classified as a liability) and release the revenue
ratably over future periods in accordance with the contract term as the service is completed, delivered or performed.
Our revenues in the consolidated statement of operations are net of sales taxes.

We recognize revenue from the provision of data transportation services when we perform the service or process
transactions in accordance with contractual performance standards. Revenue is earned monthly on the basis of the
contracted monthly fee and an excess message fee charge, should it apply, that is volume based. In certain instances
we may, under an appropriate agreement, advance charge for the data transport service to be provided. In these
instances, we recognize the advance charge (even if nonrefundable) as deferred revenue (classified as a liability) and
release the revenue over future periods in accordance with the contract term as the data transport service is delivered or
performed.

Our arrangements do not generally include acceptance clauses. However, for those arrangements that include
multiple deliverables, we first determines whether each service, or deliverable, meets the separation criteria of
ASC Subtopic 605-25, as amended by Accounting Standards Update (“ASU”’) 2009-13. For hardware elements
that contain software, we determine whether the hardware and software function together to provide the element’s
core functionality. The majority of our elements meet this definition, and therefore we follow the guidance in
ASC Subtopic 605-25 to determine the amount to allocate to each element. The guidance in ASC Subtopic 605-
25 provides a hierarchy of evidence to determine the selling price for each element in the order of (1) vendor-
specific objective evidence (“VSOE”), (2) third-party evidence (“TPE”), and (3) management’s best estimate. We
currently determine the amount to allocate to each element based on VSOE.

For transactions including multiple deliverables where software elements do not function together with hardware
to provide an element’s core functionality, we follow the guidance in ASC Subtopic 985-605, as amended by
ASU 2009-14, which requires the establishment of VSOE, to determine whether the transaction should be
accounted for as separate elements and the amount to allocate to each element.

We may provide multiple services under the terms of an arrangement and are required to assess whether one or
more units of accounting are present. Service fees are typically accounted for as one unit of accounting as fair
value evidence for individual tasks or milestones is not available. We follow the guidelines discussed above in
determining revenues; however, certain judgments and estimates are made and used to determine revenues
recognized in any accounting period. If estimates are revised, material differences may result in the amount and
timing of revenues recognized for a given period.

Cash and Cash Equivalents

Cash equivalents consist of overnight repurchase agreements, money market deposit accounts and amounts on deposit
in a foreign bank. Cash of $449,000 and $42,000 at December 31, 2010 and 2009, respectively was held in our
foreign bank accounts.

Restricted Cash

At December 31, 2010, cash of $265,000 was held in escrow related to our capital lease obligation.
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Intangible Assets

Intangible assets consist of developed software, patents and acquired intellectual property, customer relationships and
goodwill. These assets, except for goodwill, are amortized over their expected useful lives. Developed software is
amortized using the straight-line method over 3 years. Patents and acquired intellectual property are amortized using
the straight-line method over 7 to 16 years. Customer relationships are amortized using the straight-line method over 4
years.

We perform an impairment test for goodwill at least annually. This test involves comparing the fair value of each
reporting unit as a whole to its carrying value including goodwill. If the reporting unit’s fair value exceeds its carrying
value, goodwill is not impaired. If, however, the carrying value of the reporting unit exceeds its fair value, a second
step of the impairment test is required. The second test involves comparing an estimate of the implied fair value of
goodwill to its carrying amount. If the carrying amount of goodwill exceeds the implied value, the goodwill is
impaired and is written down to the implied fair value. The implied fair value of goodwill is the excess of the fair
value of the reporting unit as a whole, over the fair values that would be assigned to its assets and liabilities in a
purchase business combination.

We capitalize software development costs when project technological feasibility is established and conclude
capitalization when the hardware is ready for release. Software development costs incurred prior to the establishment
of technological feasibility are expensed as incurred.

Property and Equipment

Depreciation is provided in amounts sufficient to relate the cost of depreciable assets to operations over their estimated
service lives. Leased property under capital leases is amortized over the lives of the respective leases or over the
service lives of the assets for those leases, whichever is shorter. Depreciation for property and equipment is calculated
using the straight-line method over the following estimated lives:

. Short-term leasehold improvements over the term of the lease 3-10 years
. Plant and machinery 4-10 years
. Equipment, fixtures and fittings 3-10 years

Impairment of Long-lived Assets

Long-lived assets, such as property and equipment, and intangibles subject to amortization, are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of an
asset to estimated undiscounted future cash flows expected to be generated by the asset. If the carrying amount of an
asset exceeds its estimated future cash flows, an impairment charge is recognized by the amount by which the carrying
amount of the asset exceeds the fair value of the asset. Assets to be disposed of by sale would be separately presented
in the consolidated balance sheet and reported at the lower of the carrying amount or fair value less costs to sell, and
are no longer depreciated. The assets and liabilities of a disposed group classified as held for sale would be presented
separately in the appropriate asset and liability sections of the consolidated balance sheet.

58



Income Taxes

We account for income taxes using the asset and liability method. Under this method, deferred tax assets and liabilities
are recognized for the future tax consequences attributable to the differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax basis. Deferred tax assets and liabilities are measured
using the enacted tax rates applied to taxable income. The effect on deferred tax assets and liabilities of a change in tax
rates is recognized in income in the period that includes the enactment date. A valuation allowance is provided for
deferred tax assets when it is more likely than not that the asset will not be realized.

We evaluate liabilities for uncertain tax positions and, as of December 31, 2010, we recorded a net decrease to the
related liability for unrecognized tax benefits of approximately $61,000. This amount is made up of an accrual of
interest and penalties related to state tax exposure in prior years of approximately $14,000, and approximately
$75,000 of tax benefit recognized on the expiration of the statute of limitation of certain state tax exposure. Our total
unrecognized tax benefits as of December 31, 2010 were approximately $415,000 inclusive of interest and penalties
of $132,000. We anticipate a decrease to the balance of total unrecognized tax benefits within the next twelve months
of approximately $13,000. If we were to recognize these tax benefits, all of the benefit would impact the effective tax
rate.

The following table summarizes the activity related to the company's unrecognized tax benefits, net of federal benefit,
excluding interest and penalties (in thousands):

(in thousands) 2010 2009
Balance at January 1 $ 321 $ 345
Increases as a result of positions taken during prior periods - 3
Decreases as a result of positions taken during prior periods (3%) 27
Balance at December 31 $ 283 $ 321

Inventory

Inventories, valued at the lower of cost or market, consist of: i) M2M Modems & Modules, ii) Security devices and
iii) M2M Modems via Satellite. Cost is generally determined on the first-in, first-out (“FIFO”) basis. We include raw
material freight costs to manufacturers in inventory and these costs are recognized in cost of sales when the product is
sold. Lower of cost or market value of inventory is determined at the operating unit level and evaluated periodically.
Estimates for obsolescence or slow moving inventory are maintained based on current economic conditions, historical
sales quantities and patterns and, in some cases, the specific risk of loss on specifically identified inventories. Such
inventories are recorded at estimated realizable value net of the costs of disposal.

Accounts Receivable and Allowance for Doubtful Accounts

Trade receivables are stated at gross invoiced amount less discounts, other allowances and provision for uncollectible
accounts. Credit is extended to customers based on an evaluation of a customer’s financial condition and, generally,
collateral is not required. Accounts receivable are generally due within 30-90 days and are stated at amounts due from
customers net of an allowance for doubtful accounts. We maintain an allowance for estimated losses resulting from the
inability of our customers to make required payments. The allowance for doubtful accounts is based principally upon
specifically identified amounts where collection is deemed doubtful. Additional non-specific allowances are recorded
based on historical experience and management’s assessment of a variety of factors related to the general financial
condition and business prospects of our customer base. Management reviews the collectability of individual accounts
and assesses the adequacy of the allowance for doubtful accounts quarterly. Account balances are charged off against
the allowance after all means of collection have been exhausted and the potential for recovery is considered remote.
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Note Receivable

Note receivable is included in prepaid expenses and other current assets on the accompanying consolidated balance
sheets. The note is payable in installments. We recognize interest on the interest-bearing notes only when interest
payments are received. For purposes of valuation, the collectability of notes receivable is evaluated separately to
determine if the notes are impaired. Notes receivable are determined to be impaired after all means of collection have
been exhausted and the potential for recovery is considered remote. At December 31, 2010 and 2009, our note
receivable was determined to be collectible and current.

Fair Value of Financial Instruments

The hierarchy below lists three levels of fair value, which prioritizes the inputs used in the valuation methodologies, as
follows:

Level 1—Valuations based on quoted prices for identical assets and liabilities in active markets.

Level 2—Valuations based on observable inputs other than quoted prices included in Level 1, such as quoted
prices for similar assets and liabilities in active markets, quoted prices for identical or similar assets and liabilities in
markets that are not active, or other inputs that are observable or can be corroborated by observable market data.

Level 3—Valuations based on unobservable inputs reflecting our own assumptions, consistent with reasonably
available assumptions made by other market participants. These valuations require significant judgment.

The carrying amount of cash and cash equivalents, restricted cash, receivables, accounts payable and accrued expenses
approximates fair value because of their short maturity.

Use of Estimates

In preparing our financial statements in conformity with accounting principles generally accepted in the United States
of America, management is required to make estimates and assumptions that affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Concentration of Credit Risk

Financial instruments that potentially subject us to a concentration of credit risk are primarily cash investments and
accounts receivable. We maintain our cash and overnight investment balances in financial institutions, which at times
may exceed federally insured limits. We had cash balances in excess of these limits of $10.2 million and $5.0 million
at December 31, 2010 and 2009, respectively. We have not experienced any losses in such accounts and believe we
are not exposed to any significant credit risk on cash and cash equivalents. Concentration of credit risk with respect to
accounts receivable from customers is limited. We perform credit evaluations of prospective customers and we
evaluate our trade receivables periodically. Our accounts receivable is at risk to the extent that we may not be able to
collect from some of our customers. See Note K for more information.

Foreign Currency Translation

The assets and liabilities of our foreign operations are translated into U.S. dollars at current exchange rates, and
revenues and expenses are translated at the ending exchange rate from the prior period which materially approximates
the average exchange rates for each period. Resulting translation adjustments are reflected as other comprehensive
income within shareholders’ equity. Transaction gains and losses that arise from exchange rate fluctuations on
transactions denominated in a currency other than the functional currency are included in the results of operations as
incurred. Foreign operations are not significant to the Company.
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Engineering and Development

Engineering and development expenses are charged to operations in the period in which they are incurred.
Engineering and development costs consist primarily of salaries, and other personnel-related costs, bonuses, and third-
party services. For the years ended December 31, 2010, 2009 and 2008 engineering and development costs amounted
to $3.1 million, $2.4 million and $2.2 million, respectively.

Share-Based Compensation

We measure and recognize compensation expense for all share-based payment awards made to employees and
directors. See Note J for additional information.

Income (Loss) Per Share

Basic net income (loss) per common share available to common shareholders is based on the weighted-average
number of common shares outstanding excluding the dilutive impact of common stock equivalents. For periods in
which we have net income, we base diluted net earnings per share on the weighted-average number of common shares
outstanding and dilutive potential common shares, such as dilutive employee stock options.

Advertising Expenses

Advertising expenses are charged to operations in the period in which they are incurred. For the years ended
December 31, 2010, 2009 and 2008, advertising costs were approximately $874,000, $600,000 and $905,000,
respectively.

Reclassifications

Certain prior year information has been reclassified to conform to the current year presentation.

Recent Accounting Pronouncements

In January 2010, we adopted the new accounting guidance related to the accounting and disclosure for revenue
recognition. This guidance, which is effective for fiscal years beginning on or after June 15, 2010 with early
adoption permitted, modifies the criteria for recognizing revenue in multiple element arrangements and the scope of
what constitutes a non-software deliverable. Adoption of this new guidance did not have a material impact on our
consolidated financial statements as there was no change in the units of accounting, the methods used to allocate
arrangement consideration to each unit of accounting, or the pattern and timing of revenue recognition. Additionally,
there was no change to reported revenues or net income as a result of this early adoption.

In January 2010, we adopted new accounting guidance issued by the FASB which amends the evaluation criteria to
identify the primary beneficiary of a variable interest entity, or VIE, and requires ongoing reassessment of whether an
enterprise is the primary beneficiary of the VIE. The new guidance significantly changes the consolidation rules for
VIEs including the consolidation of common structures, such as joint ventures, equity method investments and
collaboration arrangements and is applicable to all new and existing VIEs. Adoption of this new accounting guidance
did not impact our consolidated financial statements.
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In January 2010, we adopted new accounting guidance issued by the FASB which amends the disclosure requirements
related to recurring and nonrecurring fair value measurements. The guidance requires new disclosures on the transfers
of assets and liabilities between Level 1 (quoted prices in active market for identical assets or liabilities) and Level 2
(significant other observable inputs) of the fair value measurement hierarchy, including the reasons and the timing of
the transfers. Additionally, the guidance requires a roll forward of activities on purchases, sales, issuance, and
settlements of the assets and liabilities measured using significant unobservable inputs (Level 3 fair value
measurements), which will be effective during the first quarter of 2011. The adoption of this new guidance did not
and will not have a material impact on our consolidated financial statements.

NOTE B - ACQUISITION

Ublip, Inc. Acquisition

On October 9, 2008, we completed the acquisition of Ublip, Inc. (“Ublip”). The results of Ublip’s operations were
included in the consolidated financial statements from October 9, 2008. Ublip is a M2M software and services
company based in Dallas, Texas operating in the United States. This acquisition generated approximately $1.6 million
in goodwill which we believe is appropriate as we now have the ability to provide a full range of comprehensive M2M
services to industry through technology that includes middleware designed to simplify application development and
deployment and ‘virtual’ hosting architecture.

The assets acquired consist of computer equipment, software, inventory, accounts receivable, and other intellectual
property, including Ublip’s ‘Foundation’ software.

Ublip was merged into a wholly-owned subsidiary of Numerex and has been fully integrated into the Company’s
operations. The aggregate purchase price of approximately $1.7 million consists of 405,000 shares of restricted
Numerex Class A Common Stock, valued at $1.4 million, using the average selling price three days prior and
subsequent to the date of the acquisition of $3.56 per share, which approximates the average selling price on the
announcement date, and approximately $240,000 in cash.

The following table summarizes the estimated fair values of the assets acquired and liabilities assumed at the date of
acquisition:

(in thousands)

Assets $ 344
Goodwill 1,640
Total assets acquired 1,984
Liabilities assumed (190)
Net assets acquired $ 1,794

The $1.6 million of goodwill was assigned to the M2M Services segment. The goodwill is not deductible for income
tax purposes.
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NOTE C - ACCOUNTS RECEIVABLE

Accounts receivables and related allowance for doubtful accounts consisted of the following:

December 31,

December 31,

(In thousands) 2010 2009
Accounts receivable $6,496 $6,406
Unbilled accounts receivable 378 483
Allowance for doubtful accounts (356) (548)
Accounts receivable $6,518 $6,341

NOTE D — PREPAID EXPENSES AND OTHER CURRENT ASSETS

Prepaid expenses and other current assets consisted of the following:

December 31,

December 31,

(In thousands) 2010 2009
Notes receivable $ 1,006 $ 1,029
Prepaid expenses 895 517
Debt issuance costs 22 5
Misc. and employee receivables 3 18
$ 1,926 $ 1,569

At December 31, 2010 and 2009, we had one note receivable, with a 10% interest rate, of $1.0 million.

NOTE E - INVENTORY

Inventory consisted of the following:

December 31,

(In thousands) 2010 2009
Raw materials $ 1,241 $ 1,503
Work-in-progress 13 14
Finished goods 4,190 5,212
Less reserve for obsolescence (624) (439)
Inventory, net $ 4,820 $ 6,290
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NOTE F — PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

December 31,

(In thousands) 2010 2009
Leasehold improvements $ 1,420 $ 1,391
Plant and machinery 11,210 10,577
Equipment, fixtures, fittings 831 831
Total property and equipment 13,461 12,799
Accumulated depreciation (12,069) (11,196)
Property and equipment, net $ 1,392 $ 1,603

NOTE G - INTANGIBLE ASSETS

The following table provides a summary of the components of our intangible assets:

For the Year ended For the Year ended
December 31, 2010 December 31, 2009
M2M Services
Balance at the beginning of the period
Goodwill $ 29,936 $ 29,920
Accumulated impairment losses (6,149) (6,149)
23,787 22,845
Acquisition of Ublip, Inc. - 16
Balance at the end of the period
Goodwill 29,936 29,936
Accumulated impairment losses (6,149) (6,149)
Total at end of period $ 23,787  § 23,787

During 2010 and 2009, we prepared an analysis using standard modeling techniques to estimate a fair market value for
each of the three reporting units with goodwill: M2M Services, Orbit One, LLC and Other Services. This analysis
included a combination of a discounted cash flow models and, where available, the use of public company market
comparables in similar industries. We used historical information, our subsequent year business plan and expected
future development projects to prepare nine year financial projections used in the discounted cash flow analysis for
each of the reporting units.

During 2010 and 2009, we did not record goodwill or long-lived intangible asset impairment charges. During 2008,
we recorded a pre-tax goodwill and long-lived intangible asset impairment, of $5.3 million, $4.3 million of which was
attributable to our Orbit One acquisition and $1.0 million related to our M2M Services reporting unit.
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We did not incur costs to renew or extend the term of acquired intangible assets during the year ending December 31,
2010. Intangible assets, which will continue to be amortized, consisted of the following (in thousands):

December 31, 2010 December 31, 2009
Gross Gross

Carrying Accumulated Net Book Carrying Accumulated Net Book

Amount Amortization Value Amount Amortization Value
Purchased and developed
software $ 10,005 $ (6,890) $ 3,115  § 8,344 $ (5,597) $ 2,747
Patents, trade and service marks 13,712 (10,155) 3,557 13,397 (9,106) 4,291
Intangible and other assets 2,176 (992) 1,184 1,523 (829) 694

Total Intangible and other assets ¢ 25893 § (18037) $ 7856 $ 23264 $ (15532) $ 7,732

At December 31, 2010 and 2009, we have capitalized approximately $970,000 and $916,000 of internally generated
software development costs, respectively. Amortization of capitalized software development costs for the years ended
December 31, 2010 and 2009 was $929,000 and $910,000, respectively.

We expect amortization expense for the next five years and thereafter to be as follows based on intangible assets as of
December 31, 2010 (in thousands):

2011 $2.5 million
2012 2.1 million
2013 1.6 million
2014 .8 million
Thereafter .9 million
Total $ 7.9 million

NOTE H - INCOME TAXES

The (benefit) provision for income taxes consisted of the following:

December 31,

(in thousands) 2010 2009 2008
Current:
Federal $ 52 $ - 8 26
State 55 132 95
Foreign (36) 49 54
Reserve for Uncertain Tax Positions (61) 2) 106
Deferred:
Federal (145) 98 2,664
State 9) 8 102
$ (144) $ 285  § 3,047
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Income taxes recorded by the Company differ from the amounts computed by applying the statutory U.S. federal
income tax rate to income before income taxes. The following schedule reconciles income tax (benefit) provision at
the statutory rate and the actual income tax expense as reflected in the consolidated statements of operations for the
respective periods:

(in thousands) December 31,
2010 2009 2008

Income tax (benefit) computed at
U.S. corporate tax rate of 34% $ 178) $ (1,885) % (2,695)
Adjustments attributable to:
Deferred balance true-up 75 (13) (173)
Valuation allowance 631 991 4,035
Federal alternative minimum tax 52 - -
State income tax 145 (11) 67
Foreign income tax (36) (25) 30
Reserve for uncertain tax positions (61) 2) 106
Non-deductible expenses 153 272 284
Non-cash debt charge - 829 -
Goodwill impairment - - 1,263
Expiration of net operating loss - - 98
Tax goodwill (928) - -
Stock option shortfall 1 131 -
Other 2 2) 32

$ (144) $ 285 $ 3,047
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The components of our net deferred tax assets and liabilities are as follows:

(in thousands) December 31,
2010 2009
Current deferred tax asset:
Inventories $ 401 $ 349
Accruals 91 99
Other 269 395
Valuation allowance (648) (786)
113 57

Non-current deferred tax asset:
Intangibles 3,768 1,821
Foreign NOL carry forward 11 -
Net operating loss carry forward 6,588 7,788
Tax credit carry forward 1,351 1,303
Difference between book and tax
Basis of property (1,075) (818)
Other 566 402
Valuation allowance (11,322) (10,553)

(113) (57
Deferred tax liability:
Goodwill - (154)
Net Deferred Tax Liabilities $ - $ (154)

Management has provided a full valuation allowance on deferred tax assets. Management intends to maintain this
valuation allowance until sufficient positive evidence exists to support reversal of the valuation allowance. Income tax
expense recorded in the future will be reduced or increased to the extent of offsetting decreases or increases to the
valuation allowance.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is dependent
upon the generation of future taxable income during the periods in which those temporary differences become
deductible. Management considers projections of future taxable income, tax planning strategies and the reversal of
temporary differences in making this assessment. Cumulative losses incurred in recent years and the potential impact
of the current economic environment on future taxable income represented sufficient negative evidence to require a
full valuation allowance. As such, at December 31, 2008 management established a full valuation allowance against
the net deferred tax assets, which will remain until sufficient positive evidence exists to support reversal. Deferred tax
assets generated during the current year primarily due to net operating losses were also offset by an increase to the
valuation allowance resulting in no net benefit recorded in the current year. Future reversals or increases to the
valuation allowance could have a significant impact on our future earnings.

The deferred income tax benefit recorded in 2010 is due to the reversal of the cumulative deferred income tax liability
related to Orbit One’s indefinite-lived intangibles that previously resulted in a deferred income tax liability. The
deferred tax liability was not eligible to be offset by the corresponding valuation allowance. During 2010, an increase
in tax goodwill occurred due to additional tax consideration that was paid to the former shareholders of Orbit One.
This increased consideration reversed the prior deferred tax liability on the intangibles, and created a deferred tax
asset, resulting in the recognition of the deferred tax benefit to the extent of the previously recorded deferred tax
liability. The new deferred tax asset on the intangible is being offset by the valuation allowance.
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Net operating loss carry forwards available at December 31, 2010, expire as follows:

(in thousands) Year of
Amount Expiration

Federal operating losses

State operating losses

Minimum Tax Credit Carryforward
General Business Credit Carryforward

11,456  2021-2029
48,084 2017-2029
786 n/a

565 2015-2022

The company files U.S., state and foreign income tax returns in jurisdictions with varying statutes of limitation. The
2006 through 2008 tax years generally remain subject to examination by federal and most state tax authorities.
However, certain returns from years in which net operating losses have arisen are still open for examination by the tax
authorities.

NOTE I - OTHER CURRENT LIABILITIES

Other current liabilities consisted of the following:
December 31,

(In thousands) 2010 2009
Accrued expenses and miscellaneous liabilities $ 810 $ 820
Accrued litigation settlement (see Note P) 1,730 -
Payroll liabilities 1,114 975
Income and sales tax payable 111 760
Other current liabilities $ 3,765 $2,555

NOTE J - NOTES PAYABLE

On May 30, 2006, we completed a private placement to Laurus Master Fund, Ltd. (“Laurus”) of (i) a convertible term
note in the principal amount of $5,000,000 (“Note A”) (ii) a non-convertible term note in the principal amount of
$5,000,000 (“Note B”), and (iii) a warrant to purchase up to 241,379 shares of our common stock. Interest accrued
on each of the notes at a rate of 9.75% annually. Both notes had four year terms and were secured by substantially all
of our assets. The fair value of the warrant associated with Note A and Note B on May 30, 2006 was $846,000 and
was calculated using the Black-Scholes fair value pricing model.

As of December 31, 2009, Note A had been fully repaid. In January 2010, we fully repaid Note B. Our notes payable
was zero at December 31, 2010.
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In consideration of the above private placements and other private placements for term notes, we issued to Laurus
warrants to purchase our common stock, the terms of which are summarized as follows:

Number of Common Stock
Securities Exercise Price Expiration Date
150,000 $ 4.75 January 13, 2011
100,000 5.17 January 13,2011
116,000 5.99 January 13, 2011
50,000 5.51 January 28, 2012
50,000 5.72 January 28, 2012
241,379 7.73 May 30, 2013
158,562 10.13 December 29, 2013

Laurus is an "accredited investor” as defined in Rule 501(d) of Regulation D under the Securities Act of 1933, as
amended (the "Securities Act"). The Company issued the securities to Laurus in reliance on the exemption from
registration provided by Section 4(2) under the Securities Act.

In July 2010, Numerex repurchased warrants covering an aggregate of 288,647 outstanding shares of Common Stock
for $116,667. The repurchased warrants represent approximately one-third of the aggregate warrants previously
issued to Laurus and have been cancelled. Concurrently with the sale of such warrants to Numerex, the remaining
outstanding warrants issued to Laurus were sold to other third parties unaffiliated with Numerex.

In May 2010, we entered into a Loan and Security Agreement (the “Agreement”) with Silicon Valley Bank. The
Agreement provides the Company with a revolving credit facility up to $5.0 million (the “Credit Facility”). The
Credit Facility has a maturity date of May 2013 and includes a sublimit of up to $1.5 million for letters of credit, cash
management and foreign exchange services. The interest rate applicable to amounts drawn from the Credit Facility is,
at the Company’s option, equal to either (i) the Prime Rate (as defined in the Agreement) or (ii) the sum of the LIBOR
Rate (as defined in the Agreement) plus a LIBOR rate margin of 2.75%. The Credit Facility includes an annual fee of
0.375% of the average unused portion and is secured by all of the Company’s personal property, other than its
intellectual property.

All unpaid principal and accrued interest is due and payable in full on May 4, 2013, which is the maturity date. Our
obligations under the SVB Credit Facility are secured by substantially all of our assets and the assets of our
subsidiaries, excluding any intellectual property. We also agreed not to encumber our intellectual property during the
term of the Credit Facility without the prior written consent of SVB. The Agreement contains customary terms and
conditions for credit facilities of this type. In addition, we are required to meet certain financial covenants customary
with this type of facility, including maintaining a minimum EBITDA and a minimum adjusted quick ratio. The
Agreement contains customary events of default. If a default occurs and is not cured within any applicable cure
period or is not waived, our obligations under the Credit Facility may be accelerated.

We were in compliance with all financial covenants under the Credit Facility at December 31, 2010 and, as of that
date, we had no outstanding borrowings or letters of credit.
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NOTE K - SHARE-BASED COMPENSATION

As of December 31, 2010, the Company maintains two stock-based compensation plans. Compensation cost is
recognized for all share-based payments granted and is based on the grant-date fair value estimated using the
weighted-average assumption of the Black-Scholes option pricing models. Our determination of fair value of share-
based payment awards on the date of grant using the option-pricing model is affected by the Company’s stock price, as
well as management’s assumptions. These variables include, but are not limited to; the Company’s expected stock
price volatility over the term of the awards, and actual and projected employee stock option exercise behaviors.

The equity instrument is not considered to be issued until the instrument vest. As a result, compensation cost is
recognized over the requisite service period with an offsetting credit to additional paid-in capital. During the years
ended December 31, 2009 and 2008 compensation expense also included the amortization on a straight-line basis over
the remaining vested period of the intrinsic values of the stock options granted prior to 2006. As stock-based
compensation expense recognized in the Consolidated Statement of Operations for the years ended December 31,
2010, 2009 and 2008 is based on awards ultimately expected to vest, it has been reduced for estimated forfeitures.
Forfeitures are estimated at the time of grant and revised, if necessary, in subsequent periods if actual forfeitures differ
from those estimates.

For the years ended December 31, 2010, 2009 and 2008, share-based compensation expense was $938,000, $995,000
and $1.2 million, respectively. Share-based compensation consisted of expense related to employee equity

awards. Total unrecognized compensation related to unvested share-based awards granted to employees and members
of our board of directors at December 31, 2010, net of estimated forfeitures, is $1.6 million and is expected to be
recognized over a weighted-average period of 2.1 years.

We have outstanding stock options granted pursuant to two stock option plans. They are the Long-Term Incentive Plan
(the “1999 Plan”), which was adopted in 1999 and the 2006 Long Term Incentive Plan (the “2006 Plan”’) which was
adopted in 2006. The 1999 Plan was terminated and replaced by the 2006 Plan. Options outstanding under the 1999
Plan remain in effect, but no new options may be granted under that plan. Options issued under the 2006 Plan and the
1999 Plan typically vest ratably over a four-year period.

During 2010, the Board of Directors approved an amendment to the 2006 Long-Term Incentive Plan (the “2006
Plan”), to (a) increase the maximum aggregate number of shares authorized for issuance under the 2006 Plan from
750,000 shares to 1,500,000 shares (in each case prior to taking into account provisions under the 2006 Plan allowing
shares that were available under the Company’s predecessor stock incentive plan as of its termination date (and shares
subject to options granted under the predecessor plan that expire or terminate without having been fully exercised) to
be available again for issuance under the 2006 Plan) and (b) permit stock appreciation rights (SAR), settled in shares,
to be issued under the 2006 Plan.
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A summary of the company's stock option activity and related information for the years ended December 31, 2010,

2009 and 2008 follows:

Outstanding, at 12/31/07
Options granted

Options exercised
Options cancelled
Options expired
Outstanding, at 12/31/08
Options granted

Options exercised
Options cancelled
Options expired
Outstanding, at 12/31/09
Options granted

Options exercised
Options cancelled
Options expired
Outstanding, at 12/31/10
Exercisable, at 12/31/10

Weighted Weighted Weighted Avg. Aggregate
Average Average Remaining Grant Date Intrinsic
Contractual Life Fair Value

Shares Ex. Price (Yrs) Value
1,926,222 6.06

199,500 5.39 $ 3.34

(26,541) 4.53 $ 49,356

(54,188) 7.65

(39,272) 5.96
2,005,721 5.97 $ 383,626

140,500 4.38 $ 2.81
(124,500) 3.63 $ 90,800
(141,875) 7.83

(41,750) 6.26
1,838,096 5.86 $ 632,057

117,500 5.50 $ 3.42

(61,000) 5.71 $ 179,320
(165,373) 8.35

(6,950) 5.34

1,722,273 5.60 491 $§ 5533212
1,478,022 5.65 4.38 $§ 4,711,347

During the twelve months ended December 31, 2010, the Company issued 2,897 shares of common stock in exchange
for options to purchase 25,000 shares of common stock in connection with the cashless exercise of options with an
exercise price of $7.38 per share and based on the market value of the Company’s common stock of $8.83 per share.

Under the 2006 Plan, a recipient of a stock appreciation right is generally entitled to receive, upon exercise and
without payment to the Company (but subject to required tax withholdings), that number of Shares having an
aggregate Fair Market Value as of the date of exercise not to exceed the number of Shares subject to the portion of the
SAR exercised, multiplied by an amount equal to the excess of (i) the Fair Market Value per Share on the date of
exercise of the SAR over (ii) the Fair Market Value per Share on the date of grant of the SAR (or such amount in
excess of the Fair Market Value per Share as the Administrator may specify). The terms and conditions applicable to a
SAR (including upon termination or change in the status of employment or service of the recipient with the Company
and its subsidiaries) shall be determined by the Administrator and set forth in the Award Agreement applicable to the

SAR.
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The following table summarizes information about SARs outstanding at December 31, 2010:

Weighted Weighted Weighted Avg. Aggregate

Average Average Remaining Grant Date Intrinsic
SARs Shares Ex. Price  Contractual Life (Yrs) Fair Value Value
Outstanding, at 12/31/09 - $ - - $ -3 -
Granted 369,296 § 497 - $ 276§ 1,344,495
Exercised - - - $ - 3 -
Cancelled (5,0000 $ 5.17 - $ - 8 -
Expired - S - - $ - 8 -
Outstanding, at 12/31/10 364296 § 497 3.08 $ - $ 1,344,495
Exercisable, at 12/31/10 - 3 - - $ - 8 -

The following table summarizes information related to fixed stock options outstanding at December 31, 2010:

Options outstanding Options exercisable
Number Weighted Number
outstanding average Weighted exercisable = Weighted
at remaining average at average
Range of exercise December contractual exercise December exercise
prices 31,2010 life (years) price 31,2010 price
$1.00—- 4.00 441,914 3.55 $2.90 404,415 $2.85
4.01 - 8.00 956,359 5.37 $5.54 755,920 $5.54
8.01 - 1294 324,000 5.43 $9.47 317,687 $9.47
1,722,273 491 $5.60 1,478,022 $5.65

The fair value of options at date of grant was estimated using the Black-Scholes option pricing model. The fair value is
then amortized on a straight-line basis over the requisite service periods of the awards, which is generally the vesting
period. Use of a valuation model requires management to make certain assumptions with respect to selected model
inputs. Expected stock price volatility was calculated based on the historical volatility of our common stock over the
expected life of the option. The risk-free interest rate is based on U.S. Treasury zero-coupon issues with a remaining
term equal to the expected life assumed at the date of grant. Forfeitures are estimated based on voluntary termination
behavior, as well as an analysis of actual option forfeitures. Dividend yield is zero as there are no payments of
dividends. With regard to the estimate of the expected life, we consider the exercise behavior of past grants and model
the pattern of aggregate exercises.

A summary of the status of the Company’s nonvested shares as of December 31, 2010, and changes during the year
ended December 31, 2010, is presented below:

Weighted Average

Grant-date

Nonvested Shares Shares Fair Value
Nonvested at January 1, 2010 388,254 3.60
Options granted 117,500 3.42
Options vested (89,179) 2.76
Options forfeited (172,323) 7.12
Nonvested at December 31, 2010 244252 3.35
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The total fair value of shares vested during the years ended December 31, 2010, 2009, 2008 was $945,000, $1.0
million and $1.3 million, respectively.

The key assumptions used in the valuation model during the twelve months ended December 31, 2010, 2009 and 2008
are provided below:

Twelve Months Ended
December 31,
2010 2009 2008

Valuation Assumptions:

Volatility 72.45% 70.70% 69.73%
Expected term 6.3 6.3 6.3
Risk free interest rate 2.74% 2.48% 3.15%
Dividend yield 0.00% 0.00% 0.00%

NOTE L - SIGNIFICANT CUSTOMER, CONCENTRATION OF CREDIT RISK AND RELATED PARTIES

For the year ended December 31, 2010, there were no customers that accounted for 10% or more of consolidated
revenue. Also, there were no customers that accounted for 10% or more of outstanding accounts receivable at
December 31, 2010.

One customer accounted for approximately 14.7% of consolidated revenue for the year ended December 31, 2009,
principally from our M2M Services segment. Accounts receivable from this customer was approximately $140,000 at
December 31, 2009. Two customers accounted for 15.3% and 10.3%, respectively, of outstanding accounts receivable
at December 31, 2009. One customer accounted for approximately 22% of consolidated revenue for the year ended
December 31, 2008, principally from our M2M Services segment. Accounts receivable from this customer was $1.3
million at December 31, 2008.

We had two suppliers from which our purchases were approximately 51% of our hardware cost of sales and two
suppliers from which our purchases were approximately 49% of our service cost of sales for the year ended December
31,2010. Our accounts payable to these suppliers was approximately $2.8 million at December 31, 2010.

We had two suppliers from which our purchases were approximately 44.2% of our hardware cost of sales for the year
ended December 31, 2009. Our accounts payable to these suppliers was approximately $1.0 million at December 31,
2009. We had two suppliers from which our purchases were approximately 67% of our hardware cost of sales for the
year ended December 31, 2008. Our accounts payable to these suppliers was approximately $3.6 million at December
31, 2008.

We conducted business with one related party during the year ended December 31, 2010. Mr. Ryan, a director on the
Company’s Board of Directors, is a partner in the law firm of Salisbury & Ryan LLP. Salisbury & Ryan LLP provides
legal services to the Company. During the year ended December 31, 2010, 2009, and 2008, Salisbury & Ryan LLP
charged legal fees of approximately $361,000, $358,000 and $762,000, respectively. Our accounts payable to
Salisbury & Ryan LLP was $30,000 and $28,000 at December 31, 2010 and 2009, respectively.
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NOTE M - COMMITMENTS AND CONTINGENCIES

Capital Leases

We conduct a portion of our operations with leased equipment. For financial reporting purposes, minimum lease
rentals relating to the equipment have been capitalized.

The related assets and obligations have been recorded using our incremental borrowing rate at the inception of the
lease. The leases expire at various dates through 2012. The gross value of the assets financed by the lease obligations
at the inception of the leases was $881,000. The net carrying value of assets financed by capital lease obligations
approximated $881,000 as of December 31, 2010. The following is a schedule by years of future minimum lease

payments under capital leases together with the present value of the net minimum lease payments as of December 31,
2010, (in thousands).

2011 $ 496

2012 245
Total minimum lease payments 741
Less amount representing interest (57)
Present value of net minimum lease payments S 684

Operating Leases

We lease certain property and equipment under non-cancelable operating leases with initial terms in excess of one
year, through 2012. Future minimum lease payments under such non-cancelable operating leases subsequent to
December 31, 2010, (in thousands) are as follows:

2011 $ 975
2012 600

Total minimum lease payments $ 1,575

Rent expense, including short-term leases, amounted to approximately $987,000 million, $1.0 million and $1.1 million
for the years ended December 31, 2010, 2009 and 2008, respectively.

NOTE N - BENEFIT PLAN

We sponsor a 401(k) savings and investment plan, a plan that covers all eligible employees of Numerex Corp and its
subsidiaries. Employees are eligible for participation beginning on their first day of employment. We contribute an
amount equal to 50% of the portion of the employee’s elective deferral contribution that do not exceed 6% of the
employee’s total compensation for each payroll period in which an elective deferral is made. Our contribution is made
in cash on a monthly basis. Our matching contributions are vested over a three year period at a rate of 33% per

year. Approximately $197,000, $179,000 and $182,000 were expensed for the years ended December 31, 2010, 2009
and 2008, respectively.
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NOTE O - LOSS PER SHARE

The numerator in calculating both basic and diluted net loss per share for each period is net loss. The denominator is
based on the following number of common shares:

For the years ended December 31,

(In thousands, except per share data) 2010 2009 2008
Common Shares:
Weighted average common shares outstanding 15,084 14,429 14,144
Net loss $(380) $(5,829) $(10,975)
Net loss per common share:
Basic and diluted $(0.03) $(0.40) $(0.78)

For the year ended December 31, 2010, 2009 and 2008, the effect of our 1,498,498, 1,838,096 and 2,005,721 stock
options and warrants was not included, respectively, in the computation of diluted earnings per share as their effect
was anti-dilutive.

NOTE P - LEGAL PROCEEDINGS

As determined on December 31, 2010 and previously reported in a Current Report on Form 8-K filed on January 13,
2011, on January 7, 2011, the Company amended that certain Asset Purchase Agreement by and among the
Company, Orbit One Communications, LLC and Orbit One Communications, Inc., originally dated as of July 31,
2007 (the “Amendment”). The Amendment addresses disputes (which disputes have been previously reported in
the Company’s Quarterly Reports on Form 10-Q and Annual Report on Form 10-K) that arose among the parties,
including former Orbit One stockholders David Ronsen, Scott Rosenzweig, and Gary Naden, regarding the proper
measurement for a portion of the purchase price and agreeing to a final purchase price adjustment. In connection
with the Amendment, the parties to the Amendment agreed to dismiss, with prejudice, all lawsuits pending between
them.

The net adjustment to the final purchase price totaled approximately $1.73 million, after giving effect to the return of
approximately $573,000 from the escrow to the Company. In addition, the Company will repurchase 320,833 shares
of the Company’s common stock, held in escrow for the benefit of the sellers, for approximately $2.9 million based
on a price per share equal to the closing trading price on the effective date of the Amendment. These 320,833 shares
had been deemed “earned” under the terms of the earn-out in the Asset Purchase Agreement and have been
considered outstanding for financial reporting purposes since 2007.

Reconciliation of net adjustment to final purchase price, included in accrued expenses (see Note I):

(In thousands) December 31, 2010
Agreed Settlement Payout $ 5,200
Less:
Cash from escrow (550)
Interest income from escrow (23)
Treasury stock to be purchased (2,897)
Accrued litigation settlement $ 1,730

75



Reconciliation of litigation settlement and related expenses:

For the years ended December 31,

(In thousands) 2010 2009 2008
Accrued litigation settlement $ 1,730  $ - $ -
Legal fees associated w/litigation 1,000 1,637 2,092
Other (underwriting/accounting) 295 - -
Litigation settlement $ 3025 $ 1,637 $ 2,092

NOTE Q - SEGMENT INFORMATION

The Company has two reportable operating segments. These segments are M2M Services and Other Services. The
M2M Services segment is made up of all our cellular and satellite machine-to-machine communications hardware and
services. The Other Services segment includes our video conferencing hardware and installation of
telecommunications equipment.

During 2010, we changed our internal organization structure and internal management reporting to combine all M2M
activity into one operating group. As such, we have recast our reportable segments to conform with our internal
reporting structure. We have integrated our network services and our wire-line security detection hardware and
services with our M2M Services segment as they are closely related to our cellular and satellite machine-to-machine
communications hardware and services. Other Services consists of our video conferencing hardware and installation
of telecommunications equipment. We have reclassified financial information for the years ended December 31, 2009
and 2008 to conform to the current period presentation.

Our chief operating decision maker is the Chief Executive Officer (CEO). While the CEO is apprised of a variety of
financial metrics and information, the Company’s business is principally managed on a segment basis, with the CEO
evaluating performance based upon segment operating profit or loss that includes an allocation of common expenses,
but excludes certain unallocated expenses. The CEO does not view segment results below operating profit

(loss) before unallocated costs, and therefore unallocated expenses, interest income and other, net, and the provision
for income taxes are not broken out by segment. Items below segment operating profit/(loss) are reviewed on a
consolidated basis.
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Summarized below are our revenues and operating earnings (loss) by reportable segment.

Certain Corporate expenses are allocated to the segments based on segment revenues.

(In thousands, except per share data)

Revenues:
M2M Services
Other Services

Operating earnings (loss):
M2M Services

Other Services
Unallocated Corporate

Depreciation and amortization:
M2M Services

Other Services

Unallocated Corporate

Identifiable Assets:
M2M Services

Other Services
Unallocated Corporate
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For the years ended December 31,
2010 2009 2008

§ 56,708 $ 49,183 $ 70,104
1,535 1,653 2,215

$§ 58,243 $ 50,836 $ 72319

$ 7802 $ 4528 $ (5804)
(309) 16 9)
(7,893) (6,200) (576)

$  (400) $ (1,656 S (6,389)

$ 2,800 $ 2,754 $ 1,589
74 27 965
507 617 553

$ 3381 $ 3398 § 3,107

Dec. 31, Dec. 31,
2010 2009
$ 43,159 $ 43,739
2,018 2,181
11,969 6,827

§ 57,146 $ 52,747




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON CONSOLIDATED
FINANCIAL STATEMENTS

Board of Directors and Shareholders
Numerex Corp. and subsidiaries

We have audited the accompanying balance sheets of Numerex Corp. (a Pennsylvania corporation) and subsidiaries
(the “Company”) as of December 31, 2010 and 2009, and the related consolidated statements of operations and
comprehensive income (loss), shareholders’ equity, and cash flows for each of the three years in the period ended
December 31, 2010. Our audits of the basic financial statements included the financial statement schedule listed in the
index appearing under Item 15 (a)(2). These financial statements and financial statement schedule are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements
and financial statement schedule based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Numerex Corp. and subsidiaries as of December 31, 2010 and 2009, and the results of their operations and their
cash flows for each of the three years in the period ended December 31, 2010 in conformity with accounting
principles generally accepted in the United States of America. Also, in our opinion, the related financial statement
schedule, when considered in relation of the basic financial statements taken as a whole, presents fairly, in all
material respects, the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), Numerex Corp. and subsidiaries’ internal control over financial reporting as of December 31, 2010, based on
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission (COSO) and our report dated March 30, 2011 expressed an unqualified opinion.

/s/ Grant Thornton LLP

Atlanta, Georgia
March 30, 2011
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this report, we carried out an evaluation, under the supervision and with the
participation of our management, including our Chief Executive Officer and Chief Financial Officer (its principal
executive officer and principal financial officer), of the effectiveness of the design and operation of our disclosure
controls and procedures (as defined in the Securities Exchange Act of 1934 Rules 13a-15(e) and 15d-15(¢)). Our Chief
Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures are effective
to ensure that information required to be disclosed by us in the reports that we file or submit under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified in the rules and forms of the Securities
and Exchange Commission and that such information is accumulated and communicated to our management
(including our Chief Executive Officer and Chief Financial Officer) to allow timely decisions regarding required
disclosures. Based on such evaluation, our Chief Executive Officer and Chief Financial Officer have concluded these
disclosure controls are effective as of December 31, 2010.

Changes in Internal Control Over Financial Reporting

During the quarter ended December 31, 2010, there were no changes in our internal control over financial reporting
that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Management’s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as
such term is defined in the Securities Exchange Act Rules 13a — 15(f). Our internal control system is designed to
provide reasonable assurance to our management and the Board of Directors regarding the preparation and fair
presentation of published financial statements. All internal control systems, no matter how well designed, have
inherent limitations. Therefore, even those systems determined to be effective can provide only reasonable assurance
as to the reliability of financial statement preparation and presentation. Our management assessed the effectiveness
of our internal control over financial reporting as of December 31, 2010. In making this assessment, our management
used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”) in
Internal Control — Integrated Framework. Based on this assessment, management concludes that, as of December 31,
2010, our internal control over financial reporting is effective based on those criteria.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL CONTROL
OVER FINANCIAL REPORTING

Board of Directors and Shareholders
Numerex Corp. and subsidiaries

We have audited Numerex Corp. (a Pennsylvania Corporation) and subsidiaries internal control over financial
reporting as of December 31, 2010, based on criteria established in Internal Control—Integrated Framework issued
by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). Numerex Corp. and
subsidiaries' management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Management’s Annual Report on Internal Controls over Financial Reporting. Our responsibility is to express an
opinion on Numerex Corp. and subsidiaries' internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit included
obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness
exists, testing and evaluating the design and operating effectiveness of internal control based on the assessed risk, and
performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, Numerex Corp. and subsidiaries maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2010, based on criteria established in Internal Control—Integrated Framework
issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets of Numerex Corp. and subsidiaries as of December 31, 2010 and 2009, and
the related consolidated statements of operations and comprehensive income (loss), shareholders’ equity, and cash
flows for each of the three years in the period ended December 31, 2010 and our report dated March 30, 2011
expressed an unqualified opinion on those financial statements.

/s/ Grant Thornton LLP
Atlanta, Georgia
March 30, 2011
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Item 9B. Other Information.

None.

PART III

Item 10. Directors, Executive Officers of the Registrant and Corporate Governance

Except as set forth above under “Business - Executive Officers of the Registrant,” the information required by Item 10
of Form 10-K is incorporated by reference from the Company's Proxy Statement relating to the 2011 Annual Meeting
of Shareholders to be filed pursuant to General Instruction G (3) to Form 10-K. Also incorporated by reference is the
information under the caption “Section 16(a) Beneficial Ownership Reporting Compliance.”

Item 11. Executive Compensation.

Incorporated by reference from our Proxy Statement relating to the 2011 Annual Meeting of Shareholders to be filed
pursuant to General Instruction G (3) to Form 10-K.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters.

The information required by Item 12 of Form 10-K is incorporated by reference from our Company's Proxy Statement
relating to the 2011 Annual Meeting of Shareholders to be filed pursuant to General Instruction G (3) to Form 10-K.

Item 13. Certain Relationships and Related Transactions and Director Independence.

Incorporated by reference from our Proxy Statement relating to the 2011 Annual Meeting of Shareholders to be filed
pursuant to General Instruction G (3) to Form 10-K.

Item 14. Principal Accounting Fees and Services

Incorporated by reference from our Proxy Statement relating to the 2011 Annual Meeting of Shareholders to be filed
pursuant to General Instruction G (3) to Form 10-K.

81



PART IV
Item 15. Exhibits, Financial Statement Schedule.
(a) Documents filed as part of this report:

1. Consolidated Financial Statements. All financial statements of the Company as described in Item I of this report on
Form 10-K.  The consolidated financial statements required to be filed hereunder are listed in the Index to
Consolidated Financial Statements on page 43 of this report.

2. Financial statement schedule included in Part IV of this Form:

Schedule II - Valuation and qualifying accounts
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3. Exhibits

2.1'2 Asset Purchase Agreement, by and between Orbit One Communications LLC and Orbit One Communications, Inc., effective
as of July 31, 2007.

3.1' Amended and Restated Articles of Incorporation of the Company

3.2' Bylaws of the Company

4.1 Common Stock Purchase Warrant, dated May 30, 2006 by and between the Company and Laurus Master Fund, Ltd.

4.2* Common Stock Purchase Warrant, dated December 29, 2006 by and between the Company and Laurus Master Fund, Ltd.
4.3* Common Stock Purchase Warrant, dated January 13, 2004 by and between the Company and Laurus Master Fund, Ltd.

4.4° Common Stock Purchase Warrant, dated January 28, 2005 by and between the Company and Laurus Master Fund, Ltd.

10. 1% Registration Agreement between the Company and Dominion dated July 13, 1992

10. 27 Letter Agreement between the Company and Dominion (now Gwynedd) dated October 25, 1994, re: designation of director
10. 3% 2006 Long-Term Incentive Plan (2006 Plan)*

10.4° Form of Non-Qualified Stock Option Grant Agreement (consultants) under 2006 Long-Term Incentive Plan*

10. 5° Form of Non-Qualified Stock Option Grant Agreement (non-employee directors) under 2006 Long-Term Incentive Plan*

10. 6° Form of Incentive Stock Option Grant Agreement (employees) under 2006 Long-Term Incentive Plan*

10.7" Severance Agreement, by and between Stratton Nicolaides and the Company dated November 1, 2006. (Management
Compensation Plan)*

10.8'° Severance Agreement, by and between Alan Catherall and the Company dated November 1, 2006. (Management
Compensation Plan)*

10.9'° Severance Agreement, by and between Michael Marett and the Company dated November 1, 2006. (Management
Compensation Plan)*

10.10"" Subcontract Agreement by and between Stratix Corporation and Orbit One Communications, Inc., dated as of June 1, 2007
(with certain information omitted pursuant to a request for confidential treatment and filed separately with the Securities
and Exchange Commission).

10.11" Form of Stock Appreciation Right Agreement under 2006 Long-Term Incentive Plan *

10.12 '* Loan and Security Agreement, by and among Numerex Corp., its subsidiaries and Silicon Valley Bank, dated
as of May 4, 2010 (with certain information omitted pursuant to a request for confidential treatment and filed separately
with the Securities and Exchange Commission)
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11

21

23

24

Computation of Earnings Per Share

Subsidiaries of Numerex Corp.

Consent of Grant Thornton, LLP

Power of Attorney (included with signature page)

31.1 Rule 13a-14(a) Certification of Chief Executive Officer

31.2 Rule 13a-14(a) Certification of Chief Financial Officer

32.1 Rule 13a-14(b) Certification of Chief Executive Officer

32.2 Rule 13a-14(b) Certification of Chief Financial Officer

*Indicates a management contract of any compensatory plan, contract or arrangement.

Incorporated by reference to the Exhibits filed with the Company's Annual Report on Form 10-K filed with the
Securities and Exchange Commission for the year ended October 31, 1995 (File No. 0-22920)

Incorporated by reference to the Exhibits filed with the Company's Current Report on Form 8-K Filed with the Securities
and Exchange Commission on June 5, 2006 (File No. 0-22920)

Incorporated by reference to the Exhibits filed with the Company's Current Report on Form 8-K Filed with the Securities
and Exchange Commission on January 5, 2007 (File No. 0-22920)

Incorporated by reference to the Exhibit filed with the Company's Current Report on Form 8-K filed with the Securities
and Exchange Commission on January 15, 2004 (File No. 0-22920)

Incorporated by reference to the Exhibits filed with the Company's Current Report on Form 8-K Filed with the Securities
and Exchange Commission on February 3, 2005, 2005 (File No. 0-22920)

Incorporated by reference to the Exhibit filed with the Company's Current Report on Form 8-K filed with the Securities
and Exchange Commission on July 20, 1994 (File No. 0-22920)

Incorporated by reference to the Exhibits filed with the Company’s Registration Statement on Form S-1 filed with the
Securities and Exchange Commission (File No. 33-89794)

Incorporated by reference to the Exhibits filed with the Company's Proxy Statement on Schedule 14A filed with the
Securities and Exchange Commission on April 10, 2006 (File No. 0-22920)

Incorporated by reference to the Exhibits filed with the Company’s Current Report on Form 8-K filed with the Securities
and Exchange Commission on July 12, 2007 (File No. 0-22920)

Incorporated by reference to the Exhibits filed with the Company's Quarterly Report on Form 10-Q filed with the
Securities and Exchange Commission on November 14, 2006 (File No. 0-22920)

Incorporated by reference to the Exhibits filed with the Company's Quarterly Report on Form 10-Q filed with the
Securities and Exchange Commission on November 14, 2007 (File No. 0-22920)
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Incorporated by reference to the Exhibits filed with the Company's Current Report on Form 8-K filed with Securities and
Exchange Commission on August 6, 2007 (File No. 0-22920)

Incorporated by reference to the Exhibits filed with the Company's Current Report on Form 8-K filed with Securities and
Exchange Commission on May 27, 2010 (File No. 0-22920)

Incorporated by reference to the Exhibits filed with the Company's Quarterly Report on Form 10-Q filed with Securities
and Exchange Commission on August 16, 2010 (File No. 0-22920)
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NUMEREX CORP.

VALUATION AND QUALIFYING ACCOUNTS

Years ended December 31, 2010, 2009, 2008
(in thousands)

SCHEDULE II

Balance at Additions
beginning of charged to Balance at
Description Period expense Deductions end of Period
Year ended December 31, 2010:
Accounts receivable
Allowance for uncollectible accounts $ 548 $ 211 $ (403)a $ 356
Inventory
Allowance for obsolescence $ 439 $ 185 $ - $ 624
Year ended December 31, 2009:
Accounts receivable
Allowance for uncollectible accounts $ 1,010 $ 536 $ (998)a $ 548
Inventory
Allowance for obsolescence $ 606 $ 110  $ (277) $ 439
Year ended December 31, 2008:
Accounts receivable
Allowance for uncollectible accounts $ 1,009 $ 1,102 $ (1,101)a $ 1,010
Inventory
Allowance for obsolescence $ 340 $ 266 $ - $ 606

(a) Amounts written off as uncollectible, net of recoveries.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

NUMEREX CORP.
By:__/s/ Stratton J. Nicolaides
Stratton J. Nicolaides,
Chairman and Chief Executive Officer
Date: March 30, 2011
POWER OF ATTORNEY

KNOWN ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below
constitutes and appoints Alan Catherall and Andrew Ryan and each of them, as his true and lawful attorneys-in-fact
and agents, each with full power of substitution and resubstitution, for him and in his name, place and stead, in any
and all capacities, to sign any and all amendments to this Annual Report on Form 10-K, and to file the same, with all
exhibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission,
granting unto said attorneys-in-fact and agents, full power and authority to do and perform each and every act and
thing requisite and necessary to be done in connection therewith, as fully to all intents and purposes as he might or
could do in person, hereby ratifying and confirming all that said attorney-in-fact and agent, or his substitute or
substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date

Chairman of the Board of Directors

/s/ Stratton J. Nicolaides and Chief Executive Officer March 30, 2011
Stratton J. Nicolaides

/s/ Brian C. Beazer Director March 30, 2011
Brian C. Beazer

/s/ George Benson Director March 30, 2011
George Benson

/s/ E. James Constantine Director March 30, 2011
E. James Constantine

/s/ John G. Raos Director March 30, 2011
John G. Raos

/s/ Andrew J. Ryan Director March 30, 2011
Andrew J. Ryan

/s/ Alan B. Catherall Executive Vice President, March 30, 2011
Alan B. Catherall Chief Financial Officer, Principal

Financial and Accounting Officer
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EXHIBIT 11

COMPUTATION OF LOSS PER SHARE
(in thousands, except per share data)

(a) Computation of the weighted average number of shares of common stock outstanding for the fiscal years ended
the years ended December 31, 2008, 2009 and 2010.

Shares of Weighted Shares
Common Stock Outstanding
January 1, 2008 to December 31, 2008
13,520 13,520
Shares issued on exercise of stock options 27 13
Shares issued under Directors Stock Plan 12 6
Shares issued in connection with purchase of assets of Airdesk, 200 200
Inc.
Shares issued in connection with purchase of Ublip, Inc. 405 405
Total 14,164 14,144
January 1, 2009 to December 31, 2009 14,164 14,164
Shares issued on exercise of stock options 44 22
Shares issued under Directors Stock Plan 25 14
Shares issued in connection with debt conversion 889 256
Treasury share repurchase (40) 27)
Total 15,082 14,429
January 1, 2010 to December 31, 2010 15,082 15,082
Shares issued on exercise of stock options 39 6
Shares issued under Directors Stock Plan 16 9
Shares issued in connection with debt conversion - -
Treasury share repurchase (15) (13)
Total 15,122 15,084

(b) Computation of Loss per Share

Computation of loss per share is net loss divided by the weighted average number of shares of common stock
outstanding for the years ended December 31, 2008, 2009 and 2010.

2008 2009 2010
Net loss $(10,975) $(5,829) $(380)
Weighted average number of shares of common stock outstanding 14,144 14,429 15,084
Basic and diluted loss per share ($0.78) ($0.40) ($0.03)
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Subsidiaries of Numerex Corp.

Broadband Networks, Inc.
Cellemetry, LLC

Cellemetry Services, LLC

DCX Systems, Inc.

DCX Systems (Australia) PTY Limited (Incorporated in Australia)
Digilog, Inc.

Numerex Government Services, LLC
Numerex International Limited
Numerex Solutions, LLC

Orbit One Communications, LLC
uBlip, Inc.

Uplink Security, LLC

Each of our subsidiaries is owned directly by Numerex Corp.
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Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We have issued our reports dated March 30, 2011, with respect to the consolidated financial statements, schedule, and
internal control over financial reporting included in the Annual Report of Numerex Corporation on Form 10-K for the
year ended December 31, 2010. We hereby consent to the incorporation by reference of said reports in the
Registration Statements of Numerex Corporation on Form S-3 (File No. 333-114842, effective November 23, 2004;
File No. 333-122681, effective August 28, 2005; File No. 333-136093, effective August 8, 2006; and File No. 333-
140483, effective June 7, 2007) and on Forms S-8 (File No. 333-51780, effective December 13, 2000; File No. 333-
105142, effective May 9, 2003; and File No. 333-143805, effective June 15, 2007).

/s/ Grant Thornton LLP

Atlanta, Georgia
March 30, 2011
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Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
1, Stratton J. Nicolaides, certify that:

1. I have reviewed this Annual Report on Form 10-K of Numerex Corp.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a — 15(f) and 15d-15(f)) for the registrant and we have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

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

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing
the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial reporting.

Date: March 30, 2011

By:_/s/ Stratton J. Nicolaides

Stratton J. Nicolaides,

Chairman and Chief Executive Officer
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Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

1, Alan B. Catherall, certify that:

1. I have reviewed this Annual Report on Form 10-K of Numerex Corp.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in
Exchange Act Rules 13a — 15(f) and 15d-15(f)) for the registrant and we have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

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

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing
the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial reporting.

Date: March 30, 2011

By: /s/ Alan B. Catherall

Alan B. Catherall

Chief Financial Officer, Executive Vice President

And Principal Financial and Accounting Officer
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Exhibit 32.1

CERTIFICATION BY CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Numerex Corp. (the “Company”) on Form 10-K for the period ending
December 31, 2010 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I,
Stratton J. Nicolaides, as Chief Executive Officer of the Company, hereby certify, pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to my knowledge, that:

(N The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

2) The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

This certificate is being furnished solely pursuant to 8 U.S.C. Section 1350 and is not being filed as part of the Report
or as a separate disclosure document, and may not be disclosed, distributed or used by any person or for any reason
other than as specifically required by law.

March 30, 2011

By: /s/ Stratton J. Nicolaides
Stratton J. Nicolaides,
Chairman and Chief Executive Officer
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Exhibit 32.2

CERTIFICATION BY CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Numerex Corp (the “Company”) on Form 10-K for the period ending
December 31, 2010 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, Alan
B. Catherall, as Chief Financial Officer of the Company, hereby certify, pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to my knowledge, that:

€)) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

2) The information contained in the Report fairly presents, in all material respects, the financial
condition and results of operations of the Company.

This certificate is being furnished solely pursuant to 8 U.S.C. Section 1350 and is not being filed as part of the Report
or as a separate disclosure document, and may not be disclosed, distributed or used by any person or for any reason
other than as specifically required by law.

March 30, 2011

By: /s/ Alan B. Catherall
Alan B. Catherall
Chief Financial Officer, Executive Vice President

And Principal Financial and Accounting Officer
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