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 PART I

 ITEM 1.    BUSINESS

This Annual Report on Form 10-K contains forward-looking statements. The forward-looking statements are contained principally in the
sections entitled "Business," "Risk Factors," and "Management's Discussion and Analysis of Financial Condition and Results of Operations."
These statements involve known and unknown risks, uncertainties and other factors which may cause our actual results, performance or
achievements to be materially different from any future results, performances or achievements expressed or implied by the forward-looking
statements. Forward-looking statements include, but are not limited to, statements about:

�
the extent and timing of future revenues, including the amounts of our current backlog, which represents firm orders that
have not completed installation and therefore have not been recognized as revenue;

�
the size or growth of our market or market share;

�
the opportunity presented by new products or emerging markets;

�
our expectations regarding our future backlog levels;

�
our ability to align our cost structure and headcount with our current business expectations;

�
the operating margins or earnings per share goals we may set;

�
our ability to protect our intellectual property and operate our business without infringing upon the intellectual property
rights of others;

�
our ability to generate cash from operations and our estimates regarding the sufficiency of our cash resources; and

�
our ability to acquire companies, businesses, products or technologies on commercially reasonable terms and integrate such
acquisitions effectively.

In some cases, you can identify forward-looking statements by terms such as "anticipates," "believes," "could," "estimates," "expects,"
"intends," "may," "plans," "potential," "predicts," "projects," "should," "will," "would" and similar expressions intended to identify
forward-looking statements. Forward-looking statements reflect our current views with respect to future events, are based on assumptions and
are subject to risks and uncertainties. We discuss many of these risks in this Annual Report on Form 10-K in greater detail in the section entitled
"Risk Factors" under Part I, Item 1A below. Given these uncertainties, you should not place undue reliance on these forward-looking
statements. Also, forward-looking statements represent our estimates and assumptions only as of the date of this Annual Report on Form 10-K.
You should read this Annual Report on Form 10-K and the documents that we reference in this Annual Report on Form 10-K and have filed as
exhibits, completely and with the understanding that our actual future results may be materially different from what we expect. All references in
this report to "Omnicell, Inc.," "Omnicell," "our," "us," "we," or the "Company" collectively refer to Omnicell, Inc., a Delaware corporation,
and its subsidiaries.

Except as required by law, we assume no obligation to update any forward-looking statements publicly, or to update the reasons actual
results could differ materially from those anticipated in any forward-looking statements, even if new information becomes available in the
future.

We own various trademarks, copyrights and trade names used in our business, including the following: Omnicell®, the Omnicell logo,
OmniRx®, OmniCenter®, OmniSupplier®, OmniBuyer®, SafetyStock®, WorkflowRx�, OmniLinkRx�, SecureVault�, SafetyMed®, Optiflex�, vSuite�,
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SinglePointe�, AnywhereRN�, Anesthesia Workstation� ,Savvy�, Pandora®, Pandora Via�, and Executive Advisor�. This report also includes other
trademarks, service marks and trade names of other companies. All other trade names used in this report are trademarks of their respective
holders.
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Overview

        We are a leading provider of automated solutions for hospital medication and supply management. Our healthcare automation solutions are
designed to enable healthcare facilities to acquire, manage, dispense and administer medications and medical-surgical supplies, and are intended
to enhance patient safety, reduce medication errors, improve workflow and increase operational efficiency. When used in combination, our
products and services provide healthcare facilities with a comprehensive solution designed to enhance patient safety and improve operational
efficiency. Approximately 2,300 hospitals utilize one or more of our products, of which more than 1,600 hospitals in the United States have
installed our automated hardware/software solutions for controlling, dispensing, acquiring, verifying and tracking medications and medical and
surgical supplies.

        The medical industry has become increasingly aware that the human element of patient care inevitably creates the risk of medication
administration errors. The Institute of Medicine, a non-profit, non-governmental arm of the National Academies, published a landmark report in
2006 that estimated 1.5 million medication errors are made each year in the United States. Acute care facilities are facing increasing medication
regulatory controls that we believe cannot be adequately supported by manual tracking systems or partially automated systems. Nursing
shortages add an additional challenge to acute care facilities to meet regulatory controls and improve patient safety while still providing adequate
patient care. Healthcare reform in the United States is driving the need for further process efficiency to control costs. We provide solutions to
help hospitals address these problems. Our systems provide a comprehensive medication control and dispensing solution starting from the point
of entry into the hospital, through the central pharmacy, to the nursing station and, ultimately, to the patient's bedside. Our solutions utilize
advanced, software-based medication control and tracking algorithms that interact with hardware security features, resulting in a system that
provides both the pharmacist and the nurse real-time safety controls. Our solutions also go a step further by providing medication barcode
verification at every step of the medication administration process, from entry to the hospital through to administration to a patient. Our systems
enable our customers to reduce or eliminate inefficiencies such as manual tracking and reconciliations, nursing time spent in obtaining
medications and inventory control and extraneous process steps.

        Similar to our medication solutions, our medical and surgical supply systems provide acute care hospitals control over consumable supplies
critical to providing quality healthcare. This solution provides inventory control software that is designed to ensure critical supplies are always
stocked in the right locations. At the same time, usage tracking helps hospital administrators to ensure that money is not wasted on excessive
stores of supplies and helps optimize reimbursement by improving charge capture. Our systems automate the tracking of activities in
perioperative areas such as the operating room and catheter lab, including tracking implantable tissue grafts for additional patient safety and
regulatory compliance.

Business Strategy

        Our strategy is to provide comprehensive patient safety solutions for the medication and medical and surgical supply needs of our
customers. We have developed innovative solutions that are designed to meet the needs of the clinicians who use them on a day-to-day basis.
We are continually working to enhance our product and service offerings, and we maintain flexibility in system design and the installation
process to meet our customers' evolving needs. To meet these needs, we strive to provide proprietary, innovative solutions that help our
customers stay focused on their goal of providing quality healthcare. Our solutions are designed to provide everything the customer requires to
install and maintain medication and medical and surgical supply control. We believe superior solutions include proactively anticipating and
meeting customer needs, listening carefully to our customers' prospective issues and meeting and exceeding their installation and maintenance
support expectations.
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        Our goal of improving healthcare for everyone has led us to take certain steps in the development of our business and our long term
approach to our market, such as:

�
Innovating products to address patient safety and cost-containment pressures facing healthcare facilities while improving
clinician workflow and overall operating efficiency;

�
Incorporating a broad range of clinical input into our product solution development to accommodate needs ranging from
those of stand-alone community hospitals to multi-hospital entities and Integrated Delivery Networks, or IDNs;

�
Developing new solutions to enhance our customers' existing systems and protect our customers' investments by preserving,
leveraging and upgrading their existing information systems, as well as striving to provide integration of our products with
the other healthcare information systems our customers use; and

�
Providing a full service, positive experience for our hospital customers in the solution sales process, the timing and
implementation of our product installations and the responsiveness of our support services.

        We have developed or acquired numerous technologies that provide long-term solutions for our customers. Our own product development
activities have brought a number of innovative and proprietary products to the market. Our most recently announced solutions include Savvy, a
mobile medication control solution that allows both tracking and physical control of medications to be extended to the patient bedside. Savvy is
designed to save nursing time, improve workflow efficiency for both pharmacy and nursing departments, and can significantly improve the
safety of the medication administration process. Additionally, we have introduced new solutions to track controlled substances in the central
pharmacy and to provide advanced reporting and data analytics, including the identification of possible drug diverters. These solutions are
integrated with our overall medical and surgical supply chain inventory management and charge capture systems.

        In addition to our own development, we have acquired products that extend patient safety controls to a wider range of applications and
departments in the hospital. These include products for the central pharmacy, the operating room, the catheterization lab, the nursing areas and
the patient point of care. We believe the breadth of our portfolio of automation products makes our solutions more valuable to our customers,
allowing hospital clinicians to automate and control more of the medication and medical and surgical supply distribution processes. Looking
forward, we expect to offer products with an even greater ability to improve patient safety for our customers, both through internal development
and through acquisitions.

Industry Background

        The acute care market in the United States, where most of our sales occur, is comprised of approximately 6,400 hospitals and facilities with
a total capacity of approximately 940,000 acute care beds. Our customers include single location community hospitals, government hospitals and
regional and national entities.

        The delivery of healthcare in the United States still relies on a significant number of manual and paper-based processes. Most hospitals
have deployed at least some automation solutions, but few have deployed them throughout the institution. The use of manual and paper-based
systems in many hospital departments today results in highly complex and inefficient processes for tracking and delivering medications and
supplies. Over the past two decades, healthcare facilities have made relatively small proportional investments in information technology. In
addition, many existing healthcare information systems are unable to support the modernization of healthcare delivery processes and address
mandated patient safety initiatives. These factors have contributed to medical errors and unnecessary process costs across the healthcare sector.
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        Healthcare providers and facilities are also affected by significant economic pressures. Demand for healthcare services continues to
increase, driving shortages in the United States labor market for healthcare professionals, particularly nurses and pharmacists. Rising costs of
labor, prescription drugs and new medical technology all contribute to increased spending. Governmental pressures surrounding healthcare
reform have led to increased scrutiny of the cost and efficiency with which healthcare providers deliver their services. These factors, combined
with the continuing consolidation in the healthcare industry, have significantly increased the need to improve the efficiency of healthcare
professionals and to control costs.

        Outside the United States, certain healthcare providers also are becoming increasingly aware of the benefits of automation. Many
governmental and private entities look to the progress made over the last several years in the United States and are starting to invest significantly
in information technology and automation. International growth in our industry is therefore expected to become significant over the next several
years.

Key Industry Events and Reports

        Reports by the Institute of Medicine, or IOM, the Food and Drug Administration, or FDA, and the Joint Commission for the Accreditation
of Healthcare Organizations, also known as The Joint Commission, have increased public and healthcare industry awareness of the dangers
caused by medication errors. Regulatory standards and industry guidelines, such as those published by the Institute for Safe Medication
Practices, or ISMP, as well as the desire of healthcare organizations to provide premium quality service and avoid liability, have driven acute
care facilities to prioritize investment in capital equipment to improve patient safety. Such reports and regulatory standards include:

�
In November 1999, the IOM issued a report that highlighted the prevalence of medical errors based on the results of more
than 30 independent studies. The report indicated that medical errors are among the top ten causes of death in the United
States and that medication errors specifically were responsible for more than an estimated 7,000 deaths in 1993.

�
In February 2001, the IOM issued a follow-up report that recommended increased investment in information technology as a
means of reducing medical errors and improving the overall quality of patient care.

�
In January 2003, the IOM released a report urging private and public organizations to focus on quality-improvement efforts
in 20 priority areas, including medication management.

�
On February 25, 2004, the FDA published a rule that requires linear barcodes on most prescription drugs. Drug
manufacturers, re-packagers, re-labelers and private label distributors are subject to the rule. The FDA estimated that the
barcode rule, once implemented, would result in a 50% reduction in medication errors, 500,000 fewer adverse drug events
over the subsequent 20 years, $93 billion in cost savings and other economic benefits.

�
In 2004, The Joint Commission set medication management standard 2.20, which requires that "medications are properly
and safely stored throughout the hospital." The Joint Commission audits all healthcare facilities seeking accreditation for
proper medication handling control and reviews all exceptions to control procedures.

�
In June 2006, the IOM issued a report which augmented a series of reports issued between 1999 and 2005 and indicated that
an estimated 1.5 million medication errors occur annually in the United States.

�
In 2008, and updated in 2009, the ISMP published guidelines for the Interdisciplinary Safe Use of Automated Dispensing
Cabinets.
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        These reports, and the general awareness of patient safety in the medical field, have created a heightened desire to implement solutions that
mitigate risks and improve the quality of healthcare. Automated medication distribution systems have become the standard of care and hospitals
throughout the country are seeking to implement the most robust medication safety solutions available. Top teaching hospitals are among the
early adopters of our new technologies and our customers include 11 of the 14 Honor Roll Hospitals, as rated by US News and World Reports.

Healthcare Reform

        In 2009, the U.S. government passed the American Reinvestment and Recovery Act, or ARRA, which provides for, among other things, the
funding of incentives for healthcare organizations to implement Electronic Healthcare Records. ARRA establishes minimal requirements for
electronic healthcare usage and provides incentives for electronic healthcare adoption through 2015 and penalties for non-adoption after 2015. In
2010, the U.S. Congress passed the Patient Protection and Affordable Care Act, which prescribes broad-based measures designed to provide
healthcare to a greater percentage of the population as well as limiting the cost of providing healthcare. We believe that both ARRA and the
Patient Protection and Affordable Care Act will drive the need for increased efficiency in providing healthcare without providing reductions in
healthcare standards. We believe Omnicell products are well-positioned to obtain certification of some meaningful use criteria, as defined by the
Office of National Coordinator, and to assist hospital organizations in achieving the goals of the new laws by allowing them to reduce process
steps, to eliminate manual tracking, to reduce waste from expired medications and supplies, to track quality levels and to reduce errors that result
in re-admissions.

Our Products and Services

        We provide solutions that are designed to enable healthcare professionals to reduce medication errors and improve administrative controls,
while simultaneously improving workflow and increasing a healthcare facility's operational efficiency. Our products are designed to enable our
customers to enhance and improve the effectiveness of the medication-use process, the efficiency of the medical-surgical supply chain, overall
patient care and clinical and financial outcomes of healthcare facilities. From the point at which a medication arrives at the receiving dock to the
time it is administered, our systems are capable of storing, packaging, barcoding, ordering and issuing the medication, as well as providing
information and controls on its use and reorder. Our medication-use product line includes systems for medication dispensing in acute care
nursing departments, central pharmacy automation, physician order management and nursing workflow automation at the bedside. Our supply
product lines provide healthcare facilities with cost data which enables detailed quantification of charges for payer reimbursement, inventory
management, implant monitoring and timely reorder of supplies. These products range from industrial-grade software-driven carousels for
managing large amounts of inventory in the central pharmacy to high-security closed-cabinet systems and software to open-shelf and
combination solutions in the nursing unit, catheterization lab and operating room. Our combination medication-use and supply products allow
the operating departments to store, track and dispense medications and supplies through a single system while optimizing the workflows for each
type of medication or supply managed. We also provide services including customer education and training to help customers to optimize their
use of our technology.

Medication Use Products

        Our medication-use product line includes our OmniRx, SinglePointe, AnywhereRN, Anesthesia Workstation, WorkflowRx, SecureVault,
OmniLinkRx, Savvy Mobile Carts and Pandora products. To provide our customers with end-to-end medication control, our product line
incorporates barcode technology throughout. Our solutions incorporate third generation technology, which we believe is the most advanced on
the market today. Medication control technology has evolved over the past 30 years.
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First generation technology provided secure electronic storage and dispensing of medications in distributed locations in the hospital but was only
economically viable to deploy with the most frequently used drugs and controlled substances. Second generation technology added specific
patient data, electronically transmitted from other hospital information systems that, when combined with information stored in Omnicell
systems, guides clinicians to the medications needed to care for specific patients at specific times in the day. Second generation technology was
still limited with respect to the number and type of medications that could be tracked. Third generation technology, which we provide in our
SinglePointe solution, is able to track medication dispensing and dynamically manage up to 100% of medications specific to individual patients.
Used in combination with the rest of our suite of medication use solutions, we believe that SinglePointe provides the highest level of medication
management automation available in the market today. Each of the products in our medication-use solution suite is summarized in the table
below.

Product Use in Hospital Description
OmniRx Any nursing area in a hospital

department that administers
medications

Secure dispensing system that automates the management and
dispensing of medications at the point of use.

SinglePointe Any nursing area in a hospital
department that administers
medications

Software product for use in conjunction with the OmniRx product
that controls medications on a patient-specific basis, allowing
automated control of up to 100% of the medications used in a
hospital.

AnywhereRN Any nursing area in a hospital
department that administers
medications

Software that allows nurses to remotely operate automated
dispensing cabinets from virtually any workstation in the hospital.

Pandora Hospital central pharmacy and
general hospital management

Advanced reporting and data analytics tools.

Savvy Mobile Carts Any nursing area in a hospital
department that administers
medications

A mobile wireless computer and dispensing system that provides a
mobile platform for hospital information systems and a convenient
and secure method for nurses to move medication and supplies.

OmniLinkRx Hospital central pharmacy Prescription routing system that allows nurses and doctors to scan
handwritten prescription orders for electronic delivery to
pharmacists for approval and filling.

WorkflowRx Hospital central pharmacy Automated pharmacy storage, retrieval and packaging systems.
SecureVault Hospital central pharmacy Controlled substance barcode inventory management system.
Anesthesia Workstation Operating room Secure dispensing system for the management of anesthesia

supplies and medications.
Nursing Floor Solutions

        The OmniRx solution is the core of our medication control solutions. The OmniRx solution is a dispensing cabinet that automates the
management and dispensing of medications at the point of use, featuring biometric fingerprint identification, advanced single-dose dispensing,
barcode confirmation and a wide range of drawer modules enabling the establishment of various security levels. Software features of the
OmniRx include patient profiling, notification of medications due, a variety of security features, waste management, clinical pharmacology and
integration with an Internet browser for clinical reference information.
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        The SinglePointe solution is a software extension to the OmniRx solution that allows pharmacists to automate the distribution of specially
handled medications, enabling control of up to 100% of all medications through the automated dispensing system. The SinglePointe solution
allows for patient-specific medication control which extends the benefits of automated medication distribution, including increased patient
safety, consistency in tracking and inventory control, simplification of procedures and improved monitoring of controlled substances, to a
broader range of the medication distribution process in the hospital.

        The AnywhereRN solution is a software solution that allows nurses to operate the automated dispensing cabinets from virtually any remote
workstation within the hospital. This software enables enhanced workflow for nurses such that they are no longer limited to being directly in
front of the cabinet to perform certain medication administration functions. AnywhereRN is intended to reduce nurse distractions in the
medication administration process as cabinet operations can be done in private or quieter areas. It is also intended to eliminate congestion at the
cabinet by minimizing nurse queuing to withdraw medications.

        The Pandora solution is comprised of reports and analytical software for medication diversion detection, customizable user options,
hospital inventory management controls and point-of-care data analytics among other features designed to assist hospitals in their efforts to
improve patient safety and regulatory compliance.

        The Savvy Mobile Cart solution provides a mobile workstation for nurses, equipped with locking drawers for secure transportation of
medications and patient supply items. This is a mobile medication control solution that allows both tracking and physical control of medications
extended to the patient bedside. Savvy Mobile Cart is designed to provide efficient workflow support, allowing nurses to remotely access the
automated dispensing cabinet utilizing AnywhereRN, saving nursing time and minimizing the risk of interruptions to enhance patient safety.
This same mobile solution can be used to access hospital applications including electronic medical records and electronic medication
administration records.

Central Pharmacy Solutions

        The OmniLinkRx solution is a physician order software product that automates communication between nurses and the pharmacy. Used in
the central pharmacy, the OmniLinkRx solution simplifies the communication of handwritten physician orders from remote nursing stations to
the pharmacy.

        The WorkflowRx solution is an automated storage, retrieval, inventory management and repackaging solution for the central pharmacy. It
is designed to help pharmacists ensure that the right medications are stored in and retrieved from proper locations, both in the central pharmacy
and in automated dispensing cabinets. The WorkflowRx solution is deployed on a storage and retrieval carousel, on a repackaging system or on
both. Barcode administration through the WorkflowRx solution is designed to help ensure that medications are stocked correctly from their point
of entry into the healthcare facility. Labeling medications with barcodes, using a repackaging system enables bedside medication administration
solutions, such as the Savvy solution, to perform barcode checking at the patient bedside.

        The SecureVault solution is a controlled substance barcode inventory management system. The SecureVault software, coupled with our
automated dispensing technology, enables healthcare facilities to track, monitor and control the movement of controlled substances from the
point of initial receipt from the wholesaler throughout internal distribution. The SecureVault solution maintains a perpetual item inventory and
complete audit using integrated barcode technology with both fixed and portable scanners. Barcoded forms and labels may also be generated
directly from the SecureVault system.

9
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Operating Room Solutions

        The Anesthesia Workstation solution is a system for the management of anesthesia supplies and medications. The system is tailored for
the workflow of the clinician working in the operating room. The Anesthesia TT solution is a fixed-position tabletop unit designed as a
medication-only system.

Medical and Surgical Supply Products

        Our medical and surgical supply products provide acute care hospitals control over consumable supplies critical to providing quality
healthcare. These solutions provide inventory control software that is designed to ensure that critical supplies are always stocked in the right
locations. At the same time, usage tracking helps hospital administrators to ensure that money is not wasted on excessive stores of supplies and
helps optimize reimbursement by improving charge capture.

        Implantable tissue and bone grafts can also be monitored and tracked for additional patient safety and regulatory compliance. The bone and
tissue features are integrated with our overall medical and surgical supply chain inventory management and charge capture systems. These
solutions are designed for use in the materials management department, the nursing unit and specialty areas such as the catheterization lab and
the operating room. They integrate with other information management systems and utilize barcode technology extensively.

        Our supply product line includes the Omnicell Supply Cabinet, Supply/Rx Combination Cabinet, Omnicell Tissue Center, OptiFlex SS,
OptiFlex CL and OptiFlex MS. Each of the supply-line products is summarized in the table below.

Product Use in Hospital Description
Omnicell Supply Solution Any nursing area in a hospital

department that uses patient care
supplies

Secure dispensing systems that automate the management and
dispensing of medical and surgical supplies at the point of use.

Supply/Rx Combination
Solution

Any nursing area in a hospital
department that uses patient care
supplies and administers
medications

Secure dispensing systems that manage both supplies and
medications from the same cabinets, using the same user interface
screens, in medical and surgical units and specialty areas.

Omnicell Tissue Center Perioperative areas of the
hospital

Manages the chain of custody for bone and tissue specimens from
the donor to the patient in the operating room.

OptiFlex SS Perioperative areas of the
hospital Specialty modules for the perioperative areas.

OptiFlex CL Procedure areas in the hospital
including the Cardiac
Catheterization Lab

Specialty modules for the cardiac catheterization lab and other
procedure areas.

OptiFlex MS Any nursing area in a hospital
department that administers
supplies

System for the management of medical and surgical supplies that
provides the flexibility of utilizing barcode control in an open shelf
environment.
10
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        The Omnicell Supply Solution is a secure dispensing system that dispenses and tracks medical and surgical supplies at the point of use.
Specialty modules are available for a variety of solutions to manage implants and medications used across the hospital as described below.

�
Supply/Rx Combination Solution is designed to manage medications and supplies in one versatile cabinet or group of
cabinets. This solution allows each department to manage supplies and medications independently, while tracking
transaction data, inventory, expenses and treatment costs through a single system.

�
Omnicell Tissue Center allows the operating room staff to manage the chain of custody for bone and tissue specimens from
the donor to the patient in the operating room. This solution enables compliance with The Joint Commission, requirements
and Association of Operating Room Nurses guidelines regarding the handling of tissue specimens.

�
OptiFlex SS manages supplies and preference cards in the perioperative areas whether the supplies are stored on open
shelves or in automated dispensing cabinets. The preference-list system creates a unique barcode for each surgical case,
based on physician, procedure, and patient and provides information on the case for data analysis, reporting and charge
capture. The Suture Module is designed to be integrated into the Omnicell Supply Solution to secure, dispense and
automatically track suture usage.

�
OptiFlex CL manages supplies and creates cases in the cardiac catheterization lab, interventional radiology, and other
procedure areas. This solution allows real-time point of use data collection and accurate supply tracking regardless of
whether supplies are stored on open shelves or in automated dispensing cabinets. It also improves cost management through
automated charge capture and case profiling by physician. The Catheter Module is designed to be integrated into the
Omnicell supply cabinet and allows hospitals to secure, dispense and electronically track accurate catheter usage. The
Implant Tracking Module records expiration date, lot and serial number information to enable compliance with Joint
Commission and FDA requirements regarding surgical implants in the event of a recall.

�
OptiFlex MS solution provides control over general medical and surgical supplies stored in open shelves or in automated
dispensing cabinets.

Other Products and Services

        Services.    We provide services that include customer education and training and maintenance and support services, all provided on a
time-and-material basis. We also provide fixed period service contracts to our customers for post-installation technical support with phone
support, on-site service, parts and access to software upgrades. On-site service is provided by our field service team.

        Omnicell Interface Software.    Our interface software provides interface and integration between our medication-use products or our
supply products and a healthcare facility's in-house information management systems. Interface software is designed to provide integration and
communication of patient data, logistical data, inventory information, charge capture and billing information and other healthcare database
information.

Sales and Distribution

        We sell our medication dispensing and supply automation systems primarily in the United States and Canada. Approximately 97% of our
product revenue for 2010 was generated in those markets. Our sales force is organized by geographic region in the United States and Canada. As
of December 31, 2010, our combined direct, corporate and international distribution sales teams consisted of approximately 102 staff members.
Nearly all of our direct sales team members have hospital capital equipment or clinical systems experience. All of our sales representatives sell
the full breadth of the
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Omnicell product line. Our corporate sales team focuses on large Integrated Delivery Networks, or IDNs, Group Purchasing Organizations,
or GPOs, and the U.S. government.

        The sales cycle for our automation systems is long and can take in excess of twelve months. This is due in part to the cost of our systems
and the number of people within each healthcare facility involved in the purchasing decision. To initiate the selling process, the sales
representative generally targets the director of pharmacy, the director of materials management or other decision makers and is responsible for
educating each group within the healthcare facility about the benefits of automation. We have contracts with several GPOs that enable us to sell
our automation systems to GPO-member healthcare facilities. The primary advantage to customers who buy our products pursuant to a GPO
agreement is that they benefit from pre-negotiated contract terms and pricing. The benefit to the GPO is the fee earned as a percentage of sales,
which is paid by us. These GPO contracts are typically for multiple years with options to renew or extend for up to two years and some of which
can be terminated by either party at any time. Our current GPO contracts include AmeriNet, Inc., Broadlane Inc., HealthTrust Purchasing
Group, L.P., MedAssets Supply Chain Systems, Novation, LLC, Premier, Inc. and Resources Optimization & Innovation. We have also
contracted with the U.S. General Services Administration, allowing the Department of Veteran Affairs, the Department of Defense and other
Federal Government customers to purchase or lease our products.

        We offer multi-year, non-cancelable lease payment terms to assist hospitals in purchasing our systems by reducing their cash flow
requirements. We sell the majority of our multi-year lease receivables to third-party leasing finance companies, but we also maintain a certain
portion of our leases in-house.

        Our field operations representatives support our sales force by providing operational and clinical expertise prior to the close of a sale and
during installation of our automation systems. This group assists the customer with the technical implementation of our automation systems,
including configuring our systems to address the specific needs of each individual customer. After the systems are installed, on-site support is
provided by our field service team and technical support group.

        We offer telephone technical support through our technical support center in Illinois. The support center is staffed 24 hours a day, 365 days
a year. We have found that approximately 60% of our customers' service issues can be addressed either over the phone or by our support center
personnel utilizing their on-hand remote diagnostics tools. In addition, we utilize remote dial-in software that monitors customer conditions on a
daily basis. We offer a suite of remote monitoring features, our vSuite service programs, which proactively monitor system status and alert
service personnel to potential problems before they lead to system failure.

        In addition, our international sales team handles sales, installation and service through distribution partners in Asia, Australia, Europe, the
Middle East and South America. We have been involved in a growing number of new installations in international markets and expect to
continue growing its business in light of the expected increase in global demand for hospital automation solutions.

        We have not sold and have no future plans to sell our products either directly or indirectly to customers located in countries that are
identified as state sponsors of terrorism by the U.S. Department of State, or those subject to economic sanctions and export controls.

Manufacturing and Inventory

        Our manufacturing process allows us to configure hardware and software in unique combinations to meet a wide variety of individual
customer requirements. Our manufacturing process consists primarily of the final assembly of components and of subassemblies which are
assembled by third-party single source manufacturers. We and our partners test subassemblies and perform a comprehensive inspection to assure
the quality and reliability of our products. While many components of our systems
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are standardized and available from multiple sources, certain components or subsystems are fabricated by a sole supplier according to our
specifications and timing requirements.

        Our arrangements with our contract manufacturers generally set forth quality, cost and delivery requirements, as well as manufacturing
process terms, such as continuity of supply, inventory management, capacity flexibility, quality and cost management, oversight of
manufacturing and conditions for the use of our intellectual property.

        Our manufacturing organization procures components and schedules production based on the backlog of customer orders. Installation
typically occurs between two weeks and nine months after the initial order is received, depending upon the customer's particular needs. We
deploy a key operational strategy of operating with backlog levels that approximate the average installation cycle of our customers, which allows
us to more efficiently manage our installation teams, improve production efficiencies, reduce inventory scrap and lower shipping costs.

Competition

        The medication management and supply chain solutions market is intensely competitive. We compete directly with a number of companies
and are affected by evolving and new technologies, changes in industry standards and dynamic customer requirements.

        Our current direct competitors in the medication management and supply chain solutions market include CareFusion Corporation (which
includes Pyxis Corporation), McKesson Automation Inc. (a business unit of McKesson Corporation), AmerisourceBergen Corporation (through
its acquisition of MedSelect, Inc. and Automed), Talyst, Inc., Cerner Corporation, Emerson Electronic Co. (through its acquisitions of Flo
Healthcare LLC, Lionville Systems, Inc. and medDispense), Stinger Medical, InfoLogix, Inc. Ergotron, Inc., Capso Solutions (through its
acquisition of Artromick International, Inc.), Rubbermaid Medical Solutions (a business unit of Newell Rubbermaid Inc), WaveMark Inc.,
ParExcellence Systems, Inc., PhACTs LLC and Lawson Software, Inc.

        We believe our products and services compare favorably with the offerings of our competitors, particularly with respect to proprietary
technological advancements, system performance, system reliability, installation, applications training, service response time and service repair
quality.

Intellectual Property and Proprietary Technology

        We rely on a combination of patents, trademarks, copyright and trade secret laws, confidentiality procedures and licensing arrangements to
protect our intellectual property rights.

        We pursue patent protection in the United States and foreign jurisdictions for technology that we believe to be proprietary and that offers a
potential competitive advantage for our products. Our issued patents relate to our "See & Touch" methodology used in our medication
dispensing and supply automation systems, the use of locking and sensing lids with pharmacy drawers and the methods of restocking these
drawers, and the use of guiding lights in the open matrix, locking lid and sensing lid pharmacy drawers. These patents also apply to our
unit-dose mechanism and methods, the single-dose dispensing mechanism, the methods for restocking the single-dose drawers using exchange
liners, certain methods for loading and unloading mobile carts, the method of use of scanners with a mobile cart, and certain methods for using
radio frequency tags with storage items. Our patents expire at various times between 2013 and 2027.

        All of our product system software is copyrighted and subject to the protection of applicable copyright laws. We intend to seek additional
international and U.S. patents on our technology and to seek registration of our trademarks. We have obtained registration of Omnicell, the
Omnicell logo, OmniRx, OmniCenter, OmniSupplier, OmniBuyer, SafetyStock, WorkflowRx, OmniLinkRx, SecureVault, SafetyMed, Optiflex,
vSuite, SinglePointe, AnywhereRN, AnethesiaWorkstation, Savvy,

13

Edgar Filing: OMNICELL, Inc - Form 10-K

15



Table of Contents

Pandora, Pandora Via, Executive Advisor and trademarks through the U.S. Patent and Trademark Office. Trade secrets and other confidential
information are also important to our business. We protect our trade secrets through a combination of contractual restrictions and confidentiality
and licensing agreements.

Research and Development

        We utilize industry standard operating systems and databases, but generally develop our own application and interface software in our
research and development facilities. New product development projects are prioritized based on customer input. During 2010, we announced a
new version of our central pharmacy solution software, WorkflowRx 7, the new Savvy Mobile Cart product, a new version of our Pandora
reporting software, VIA 2.0, a new version of SecureVault, a partnership with Cardinal Health to interface with the CardinalASSIST automatic
replenishment program, a partnership with Helmer to provide a new medical grade refrigerator product, and a partnership with RxScan to
provide additional barcode verification.

Employees

        As of December 31, 2010, we had a total of 753 employees, including 80 in manufacturing, 114 in research and development, 139 in sales,
of which 102 comprise our combined direct, corporate and inside sales teams, 18 in sales administration and 19 in field operations who perform
pre-sales activity, 149 in customer service, 139 in field operations, 37 in marketing and 95 in general and administration positions. During 2010
we gained efficiency through office consolidations and other organizational changes that allowed the expansion of our sales teams without any
overall addition to headcount from 2009. We have rebalanced our staff as needed, at times eliminating some functional positions and at other
times adding new functional-specific positions to meet the evolving needs of our marketplace. None of our employees is represented by a
collective bargaining agreement, nor have we experienced any work stoppage. We believe that our employee relations are good.

Business Under Government Contracts

        A number of our U.S. government-owned or government-run hospital customers sign five-year leases, with payment terms that are subject
to one-year government budget funding cycles. Failure of any of our U.S. government customers to receive their annual funding could impair
our ability to sell to these customers, or to collect payments on our existing unsold leases. For additional information regarding these leases, see
Item 1A, "Risk Factors."

Financing Practices Relating to Working Capital

        We assist healthcare facilities in financing their cash outlay requirements for the purchase of our systems by offering multi-year,
non-cancelable sales contracts. For additional information regarding these financing activities, see Note 1 of "Notes to Consolidated Financial
Statements" included in this Annual Report on Form 10-K.

Product Backlog

        Product backlog is the dollar amount of medication and supply dispensing systems for which we have purchase orders from our customers
and for which we believe we will install, bill and gain customer acceptance within one year. Due to industry practice that allows customers to
change order configurations with limited advance notice prior to shipment and occasional customer changes in installation schedules, we do not
believe that backlog as of any particular date is necessarily indicative of future sales. However, we do believe that backlog is an indication of a
customer's willingness to
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install our solutions. As of December 31, 2010 and 2009, our backlog was $126.8 million and $113.6 million, respectively.

Company Information

        We were incorporated in California in 1992 under the name of Omnicell Technologies, Inc. and reincorporated in Delaware in 2001 as
Omnicell, Inc.

Available Information

        We file reports and other information with the Securities and Exchange Commission, or SEC, including annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and proxy or information statements. Those reports and statements as well as all
amendments to those documents filed or furnished pursuant to Section 13(a) or 15(d) of the Securities and Exchange Act (1) are available at the
SEC's Public Reference Room at 100 F Street, N.E., Room 1580, Washington, DC 20549, (2) are available at the SEC's internet site
(www.sec.gov), which contains reports, proxy and information statements and other information regarding issuers that file electronically with the
SEC and (3) are available free of charge through our website as soon as reasonably practicable after electronic filing with, or furnishing to, the
SEC. You may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. Our website address
is www.omnicell.com. Information on our website is not incorporated by reference nor otherwise included in this report.

Executive Officers of the Registrant

        The following table sets forth certain information as of March 11, 2011 about our executive officers:

Name Age Position
Randall A. Lipps 53 President, Chief Executive Officer, and Chairman of the Board of Directors
J. Christopher Drew 45 Senior Vice President, Field Operations
Robin G. Seim 51 Chief Financial Officer and Vice President Finance, Administration and Manufacturing
Dan S. Johnston 47 Vice President and General Counsel
Nhat H. Ngo 38 Vice President, Strategy and Business Development
Marga Ortigas-Wedekind 49 Vice President, Global Marketing and Product Development

Randall A. Lipps was named Chief Executive Officer and President of Omnicell in October 2002. Mr. Lipps has served as Chairman of the
Board and a Director of Omnicell since founding Omnicell in September 1992. Mr. Lipps received both a B.S. in economics and a B.B.A. from
Southern Methodist University.

J. Christopher Drew joined Omnicell in April 1994 and was named Senior Vice President, Operations in January 2005. In January 2009,
Mr. Drew was named Senior Vice President, Field Operations. From April 1994 to January 2005, Mr. Drew served in various management
positions with Omnicell, including Vice President of Branded Solutions and Director of Corporate Development. Mr. Drew received a B.A. in
economics from Amherst College and an M.B.A. from the Stanford Graduate School of Business.

Robin G. Seim joined Omnicell in February 2006 as Vice President and was named Chief Financial Officer in March 2006. In January
2009, Mr. Seim was named Chief Financial Officer and Vice President Finance, Administration and Manufacturing. From March 2005 to
December 2005, Mr. Seim served as Chief Financial Officer of Mirra, Inc., a developer of digital content protection products.
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From July 2001 to December 2004, Mr. Seim served as Chief Financial Officer of Candera, Inc., a maker of network-based storage controllers.
From September 1999 to April 2001, Mr. Seim served as Chief Financial Officer of Villa Montage Systems, Inc., a provider of residential
broadband access management systems. Prior to 1999, Mr. Seim held a number of management positions with Nortel Networks, Bay Networks,
and IBM. Mr. Seim received a B.S. in accounting from California State University, Sacramento.

Dan S. Johnston joined Omnicell in November 2003 as Vice President and General Counsel. From April 1999 to November 2003,
Mr. Johnston was Vice President and General Counsel at Be, Inc., a software company. From September 1994 to March 1999, Mr. Johnston was
an attorney with the law firm Cooley LLP. Mr. Johnston received a B.S. in computer information systems from Humboldt State University and a
J.D. from the Santa Clara University School of Law.

Nhat H. Ngo joined Omnicell in November 2008 as Vice President of Strategy and Business Development. From January 2007 to October
2008, Mr. Ngo served as Vice President of Business Development and Licensing for a business unit of Covidien, a global healthcare products
company. From June 1999 to April 2006, Mr. Ngo worked at BriteSmile, Inc., a direct-to-consumer aesthetic technology company and served in
a variety of senior leadership positions in marketing, sales, operations, strategic planning and corporate development. From May 2006 to
December 2006 after the sale of BrightSmile, Inc., Mr. Ngo pursued personal interests, before resuming his career. From September 1997 to
June 1999, Mr. Ngo practiced corporate law at Shaw Pittman. Mr. Ngo received a B.S. in commerce, with a concentration in finance, from the
University of Virginia McIntire School of Commerce and a J.D. from the University of Virginia School of Law.

Marga Ortigas-Wedekind joined Omnicell in January of 2009 as Vice President, Marketing. In May 2009, she was named Vice President,
Global Marketing and Product Development. From February 2002 to October 2008, Ms. Ortigas-Wedekind was the Senior Vice President
Marketing, Development, and Clinical Affairs of Xoft, Inc., a medical device company. She continued to consult with Xoft, Inc. between her
departure and the time she joined Omnicell. From February 2000 to December 2001, she served as Vice President of Sales and Marketing for
ProDuct Health, (purchased by Cytyc Corporation) a company involved in early breast cancer diagnosis and risk stratification. From January
1990 to February 2000, she worked at Guidant Corporation's Vascular Intervention division, in various functions covering international and
worldwide sales and marketing, culminating in the role of Director, Market Development. She received a B.A. in political economics from
Wellesley College and an M.B.A. from the Stanford Graduate School of Business.

 ITEM 1A.    RISK FACTORS

        We have identified the following risks and uncertainties that may have a material adverse effect on our business, financial condition or
results of operations. Our business faces significant risks and the risks described below may not be the only risks we face. Additional risks not
presently known to us or that we currently believe are immaterial may also significantly impair our business operations. If any of these risks
occur, our business, results of operations or financial condition could suffer and the market price of our common stock could decline.

Unfavorable economic and market conditions, a decreased demand in the capital equipment market and uncertainty regarding the rollout of
government legislation in the healthcare industry could adversely affect our operating results.

        Our operating results have been and may continue to be adversely affected by unfavorable global economic and market conditions as well
as a lessening demand in the capital equipment market. Customer demand for our products is significantly linked to the strength of the economy.
If demand for capital equipment caused by weak economic conditions and decreased corporate and government spending, deferrals or delays of
capital equipment projects, longer time frames for capital equipment purchasing decisions and generally reduced expenditures for capital
solutions continues, we will experience decreased revenues and lower revenue growth rates and our operating results could be materially and
adversely affected.
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        Additionally, as the U.S. Federal government rolls out and implements recently enacted healthcare reform legislation, there may be an
impact on our business. Healthcare facilities may decide to postpone or scale back spending until the implications of such healthcare reform
legislation are more clearly understood, which may affect the demand for our products and harm our business.

The medication management and supply chain solutions market is highly competitive and we may be unable to compete successfully against
new entrants and established companies with greater resources.

        The medication management and supply chain solutions market is intensely competitive. We expect continued and increased competition
from current and future competitors, many of which have significantly greater financial, technical, marketing and other resources than we do.
Our current direct competitors in the medication management and supply chain solutions market include CareFusion Corporation (a spinoff from
Cardinal Health, Inc., which includes Pyxis Corporation), McKesson Automation Inc. (a business unit of McKesson Corporation),
AmerisourceBergen Corporation (through its acquisition of MedSelect, Inc. and Automed), Cerner Corporation, Emerson Electronic Co.
(through its acquisitions of Flo Healthcare LLC, Lionville Systems, Inc. and medDispense), MDG Medical, PhACTs LLC, Talyst, Inc., Stinger
Medical, Stanley Black and Decker (through their acquisition of InfoLogix, Inc),. Ergotron, Inc., Capso Solutions, (through their acquisition of
Artromick International, Inc.), Rubbermaid Medical Solutions (a business unit of Newell Rubbermaid Inc), WaveMark Inc., ParExcellence
Systems, Inc. and Lawson Software, Inc.

        The competitive challenges we face in the medication management and supply chain solutions market include, but are not limited to, the
following:

�
our competitors may develop, license or incorporate new or emerging technologies or devote greater resources to the
development, promotion and sale of their products and services;

�
certain competitors have greater brand name recognition and a more extensive installed base of medication and supply
dispensing systems or other products and services than we do, and such advantages could be used to increase their market
share;

�
other established or emerging companies may enter the medication management and supply chain solutions market;

�
certain competitors may develop new features or capabilities for their products not previously offered that could compete
directly with our products;

�
current and potential competitors may make strategic acquisitions or establish cooperative relationships among themselves
or with third parties, including larger, more established healthcare supply companies, thereby increasing their ability to
develop and offer products and services to address the needs of our prospective customers; and

�
our competitors may secure products and services from suppliers on more favorable terms or secure exclusive arrangements
with suppliers or buyers that may impede the sales of our products and services.

        Competitive pressures could result in increased price competition for our products and services, fewer customer orders and reduced gross
margins, any of which could harm our business.

Any reduction in the demand for or adoption of our medication and supply dispensing systems and related services would reduce our
revenues.

        Our medication and supply dispensing systems represent only one approach to managing the distribution of pharmaceuticals and supplies at
healthcare facilities. A significant portion of domestic and international healthcare facilities still use traditional approaches in some form that do
not include fully automated methods of medication and supply dispensing management. As a result, we must
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continuously educate existing and prospective customers about the advantages of our products, which requires significant sales efforts and can
cause longer sales cycles. Despite our significant efforts and extensive time commitments in sales to healthcare facilities, we cannot be assured
that our efforts will result in sales to these customers.

        In addition, our medication and supply dispensing systems typically represent a sizeable initial capital expenditure for healthcare
organizations. Changes in the budgets of these organizations and the timing of spending under these budgets can have a significant effect on the
demand for our medication and supply dispensing systems and related services. These budgets are often supported by cash flows that can be
negatively affected by declining investment income, and influenced by limited resources, increased operational and financing costs,
macroeconomic conditions such as unemployment rates and conflicting spending priorities among different departments. Any decrease in
expenditures by healthcare facilities could decrease demand for our medication and supply dispensing systems and related services and reduce
our revenues.

Changing customer requirements could decrease the demand for our products and services and our new product solutions may not achieve
market acceptance.

        The medication management and supply chain solutions market is characterized by evolving technologies and industry standards, frequent
new product introductions and dynamic customer requirements that may render existing products obsolete or less competitive. The medication
management and supply chain solutions market could erode rapidly due to unforeseen changes in the features and functions of competing
products, as well as the pricing models for such products. Our future success will depend in part upon our ability to enhance our existing
products and services and to develop and introduce new products and services to meet changing customer requirements. The process of
developing products and services such as those we offer is extremely complex and is expected to become increasingly more complex and
expensive in the future as new technologies are introduced. If we are unable to enhance our existing products or develop new products to meet
changing customer requirements, demand for our products could decrease.

        In addition, we cannot assure you that we will be successful in marketing any new products or services, that new products or services will
compete effectively with similar products or services sold by our competitors or that the level of market acceptance of such products or services
will be sufficient to generate expected revenues and synergies with our other products or services. Deployment of new products or services often
requires interoperability with other Omnicell products or services as well as with healthcare facilities' existing information management systems.
If these products or services fail to satisfy these demanding technological objectives, our customers may be dissatisfied and we may be unable to
generate future sales.

Our current and potential customers may have other business relationships with our competitors and consider those relationships when
deciding between our products and services and those of our competitors.

        Many of our competitors are large companies that sell a variety of products and services into the healthcare market to our current and
potential customers and may be better positioned to sell products with similar functionality. As a result, if a potential customer is a customer of
one of these competitors, the customer may be motivated to purchase medication and supply dispensing systems or other automation solutions
from our competitor in order to maintain or enhance their business relationship with that competitor, regardless of the products' performance or
capabilities.
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If we experience delays in installations of our medication and supply dispensing systems, or delays in the recognition of revenue associated
with our medication and supply dispensing systems, our competitive position, results of operations and financial condition could be harmed.

        The purchase of our medication and supply dispensing systems is often part of a customer's larger initiative to re-engineer its pharmacy,
distribution and materials management systems and as a result, our sales cycles are often lengthy. The purchase of our medication and supply
dispensing systems often entail larger strategic purchases by customers that frequently require more complex and stringent contractual
requirements and generally involves a significant commitment of management attention and resources by prospective customers. These larger
and more complex transactions often require the input and approval of many decision-makers, including pharmacy directors, materials
managers, nurse managers, financial managers, information systems managers, administrators, lawyers and boards of directors. For these and
other reasons, the sales cycle associated with the sale of our medication and supply dispensing systems is often lengthy and subject to a number
of delays over which we have little or no control. A delay in, or loss of, sales of our medication and supply dispensing systems could have an
adverse affect upon our operating results and could harm our business.

        In addition, and in part as a result of the complexities inherent in larger transactions, the average time between the purchase and installation
of our systems has increased over the past few years for reasons that are often outside of our control. Since we recognize revenue only upon
installation of our systems at a customer's site, any delay in installation by our customers or delays in the determination that the earnings process
is complete also causes a delay in the recognition of revenue for that system.

We may not be able to successfully integrate acquired businesses or technologies into our existing business, which could negatively impact
our operating results.

        As a part of our business strategy we may seek to acquire businesses, technologies or products in the future. On September 29, 2010, we
acquired all of the outstanding capital stock of Pandora Data Systems, Inc. We cannot assure you that any acquisition or any future transaction
we complete will result in long-term benefits to us or our stockholders, or that our management will be able to integrate or manage the acquired
business effectively. Acquisitions entail numerous risks, including difficulties associated with the integration of operations, technologies,
products and personnel that, if realized, could harm our operating results. Risks related to potential acquisitions include, but are not limited to:

�
difficulties in combining previously separate businesses into a single unit;

�
the substantial costs that may be incurred and the substantial diversion of management's attention from day-to-day business
when evaluating and negotiating such transactions and then integrating an acquired business;

�
discovery, after completion of the acquisition, of liabilities assumed from the acquired business or of assets acquired that are
broader in scope and magnitude or are more difficult to manage than originally assumed;

�
failure to achieve anticipated benefits such as cost savings and revenue enhancements;

�
difficulties related to assimilating the products of an acquired business; and

�
failure to understand and compete effectively in markets in which we have limited previous experience.

If we are unable to recruit and retain skilled and motivated personnel, our competitive position, results of operations and financial condition
could be harmed.

        Our success is highly dependent upon the continuing contributions of our key management, sales, technical and engineering staff. We
believe that our future success will depend upon our ability to
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attract, train and retain highly skilled and motivated personnel. As more of our products are installed in increasingly complex environments,
greater technical expertise will be required. As our installed base of customers increases, we will also face additional demands on our customer
service and support personnel, requiring additional resources to meet these demands. We may experience difficulty in recruiting qualified
personnel. Competition for qualified technical, engineering, managerial, sales, marketing, financial reporting and other personnel can be intense
and we cannot assure you that we will be successful in attracting and retaining qualified personnel. Competitors have in the past attempted, and
may in the future attempt, to recruit our employees.

        In addition, we have historically used stock options and other forms of equity compensation as key components of our employee
compensation program in order to align employees' interests with the interests of our stockholders, encourage employee retention and provide
competitive compensation packages. The effect of managing share-based compensation expense may make it less favorable for us to grant stock
options, or other forms of equity compensation, to employees in the future. In order to continue granting equity compensation at competitive
levels, we must seek stockholder approval for any increases to the number of shares reserved for issuance under our equity incentive plans and
we cannot assure you that we will receive such approvals. Any failure to receive approval for proposed increases could prevent us from granting
equity compensation at market competitive levels and make it more difficult to attract, retain and motivate employees. Further, to the extent that
we expand our business or product lines through the acquisition of other businesses, any failure to receive any such approvals could prevent us
from securing employment commitments from such newly acquired employees. Failure to attract and retain key personnel could harm our
competitive position, results of operations and financial condition.

If we are unable to make effective use of our increased sales staff, we will have higher expenses without the benefits of increased market
penetration and profitable sales growth.

        During the fourth quarter of 2010, we increased direct territory sales staff by 30%. We expect an increase in the sales productivity of these
new hires as they are trained and begin to develop sales leads in their assigned territories, however, there is no guarantee that this increased sales
staff will result in a proportional increase in new business. If we encounter obstacles to the effectiveness of our sales staff, we will adjust our
efforts to support their success, and this may result in higher expenses without corresponding increases in market penetration or sales growth.

We have experienced substantial changes in our revenue levels and we cannot be sure that we will be able to respond proactively to future
changes in customer demand.

        Our revenue increased by $8.9 million or 4.2% to $222.4 million for the year ended December 31, 2010 compared to $213.5 million for
2009. However, revenues for the year ended December 31, 2009 declined by $38.4 million or 15.2% from $251.9 million in 2008.

        Current macroeconomic and general market conditions have contributed to revenue volatility and an overall decline in our revenues from
2008 levels. Our ability to adjust to rapid reductions in our revenue while still achieving or sustaining profitability is dependent upon our ability
to manage costs and control expenses. If macroeconomic and general market conditions improve and return to historical levels, our ability to
grow revenue and profitably will also be dependent on our ability to continue to manage costs and control expenses. If our revenue increases
rapidly, we may not be able to manage this growth effectively. Future growth is dependent on our ability to continue to receive orders from
customers, the volume of installations we are able to complete, our ability to continue to meet our customers' needs and provide a quality
installation experience and our flexibility in manpower allocations among customers to complete installations on a timely basis.
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        Our expense control is dependent on our ability to continue to develop and leverage effective and efficient human and information
technology systems, our ability to gain efficiencies in our workforce through the local and worldwide labor markets and our ability to grow our
outsourced vendor supply model. Our expense growth rate may equal or exceed our revenue growth rate if we are unable to streamline our
operations, or fail to reduce the costs or increase the margins of our products. In addition, we may not be able to reduce our expenses to keep
pace with a reduction in our revenue, which could harm our results of operations and financial position.

Due to the lack of available credit opportunities, some of our customers may experience more difficulty in securing funds from third-parties
to purchase our products, which could adversely affect the demand for our products or require us to extend credit terms to our customers.

        Many of the products we sell and lease to our customers are capital equipment, and many of those customers finance their large capital
equipment purchases or leases with funds secured from third-party lenders. Any deterioration in the general economic climate and in the credit
market could make it more difficult for our customers to secure financing on large capital equipment transactions such as ours. To the extent that
a tightening in the credit market results in difficulty for our customers in financing purchases or leases of our products from third-parties,
demand for our products could decline and in order to sell our products, we may be required to extend credit to certain customers, which would
negatively impact our cash balances, affect the classification of our short and long-term receivables and increase the risk of collections from
such customers.

Our quarterly operating results may fluctuate and may cause our stock price to decline.

        Our quarterly operating results may vary in the future depending on many factors that include, but are not limited to, the following:

�
our ability to successfully install our products on a timely basis and meet other contractual obligations necessary to
recognize revenue;

�
the size, product mix and timing of orders for our medication and supply dispensing systems, and their installation and
integration;

�
the overall demand for healthcare medication management and supply chain solutions;

�
changes in pricing policies by us or our competitors;

�
the number, timing and significance of product enhancements and new product announcements by us or our competitors;

�
the timing and significance of any acquisition or business development transactions that we may consider or negotiate and
the revenues, costs and earnings that may be associated with these transactions;

�
the relative proportions of revenues we derive from products and services;

�
fluctuations in the percentage of sales attributable to our international business;

�
our customers' budget cycles;

�
changes in our operating expenses and our ability to stabilize expenses;

�
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�
the performance of our products;

�
changes in our business strategy;
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�
macroeconomic and political conditions, including fluctuations in interest rates and tax increases; and

�
volatility in our stock price and its effect on share-based compensation expense.

        Due to all of these factors, our quarterly revenues and operating results are difficult to predict and may fluctuate, which in turn may cause
the market price of our stock to decline.

If we are unable to maintain our relationships with group purchasing organizations or other similar organizations, we may have difficulty
selling our products and services.

        Our current Group Purchasing Organization contracts include AmeriNet, Inc., Broadlane Inc., HealthTrust Purchasing Group, L.P.,
MedAssets Supply Chain Systems, Novation, LLC, Premier, Inc., and Resources Optimization & Innovation. We have also contracted with the
U.S. General Services Administration, allowing the Department of Veteran Affairs, the Department of Defense and other Federal Government
customers to purchase our products. These contracts enable us to more readily sell our products and services to customers represented by these
organizations. Some of our contracts with these organizations are terminable at the convenience of either party. The loss of any of these
relationships could impact the breadth of our customer base and could impair our ability to increase our revenues. We cannot assure you that
these organizations will renew our contracts on similar terms, if at all, and they may choose to terminate our contracts before they expire.

The healthcare industry faces financial constraints and consolidation that could adversely affect the demand for our products and services.

        The healthcare industry has faced, and will likely continue to face, significant financial constraints. For example, the shift to managed care
in the 1990s put pressure on healthcare organizations to reduce costs, and the Balanced Budget Act of 1997 significantly reduced Medicare
reimbursement to healthcare organizations. Recently enacted legislation such as the American Recovery and Reinvestment Act in 2009, the
Patient Protection and Affordable Care Act in 2010 and other health reform legislation may cause customers to postpone purchases of our
products while the impact of the legislation on their operations is determined. Our automation solutions often involve a significant financial
commitment by our customers and, as a result, our ability to grow our business is largely dependent on our customers' capital and operating
budgets. To the extent healthcare spending declines or increases more slowly than we anticipate, demand for our products and services could
decline.

        Many healthcare providers have consolidated to create larger healthcare delivery organizations to achieve greater market power. If this
consolidation continues, it could reduce the number of our target customers. In addition, the resulting organizations could have greater
bargaining power, which may lead to price erosion.

Our disclosure controls and procedures for internal control over financial reporting were not effective as of December 31, 2010. Our failure
to maintain effective internal control over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act of 2002 could cause
our stock price to decline.

        If we fail to maintain effective internal control over financial reporting, as such standards are modified, supplemented or amended from
time to time, we may not be able to ensure that we can conclude on an ongoing basis that we have effective internal control over financial
reporting. Section 404 of the Sarbanes-Oxley Act of 2002 and the related rules and regulations of the SEC require annual management
assessments of the effectiveness of our internal control over financial reporting and a report by our independent registered public accounting
firm attesting to and reporting on these assessments
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        As of December 31, 2010 our management determined that our internal control over financial reporting was not effective under the
Section 404 criteria, as a result of a material weakness in our income tax accounting. Specifically, our processes, procedures and controls related
to the preparation and review of the annual tax provision were not effective to ensure that amounts recorded for the tax provision and the related
current and deferred income tax asset and liability accounts were accurate and determined in accordance with U.S. generally accepted
accounting principles.

        Notwithstanding the above-mentioned material weakness, we believe that the consolidated financial statements are fairly stated in all
material respects as of the year ended December 31, 2010. Our management has committed to corrective actions for the current fiscal year to
remediate this material weakness, as described in Item 7 "Material Weakness in Internal Control over Financial Reporting".

        We will be required to report on the status of our remediation efforts with regard to this material weakness in every future periodic filing,
until such material weakness is fully-remediated and attested to by our independent registered public accounting firm. If we cannot in the future
favorably assess, or our independent registered public accounting firm is unable to provide an unqualified attestation report on our assessment
of, the effectiveness of our internal control over financial reporting, investors may lose confidence in the reliability of our financial reports,
which could cause our stock price to decline.

If the market price of our common stock continues to be highly volatile, the value of your investment in our common stock may decline.

        During the year ended December 31, 2010, our common stock traded between $10.93 and $15.38 per share. The market price for shares of
our common stock has been and may continue to be highly volatile. In addition, our announcements or external events may have a significant
impact on the market price of our common stock. These announcements or external events may include:

�
changes in our operating results;

�
developments in our relationships with corporate customers;

�
changes in the ratings of our common stock by securities analysts;

�
announcements by us or our competitors of technological innovations or new products;

�
announcements by us or our competitors of acquisitions of businesses, products, or technologies; or

�
general economic and market conditions.

        Furthermore, the stock market as a whole from time to time has experienced extreme price and volume fluctuations, which have particularly
affected the market prices for technology companies. These broad market fluctuations may cause the market price of our common stock to
decline irrespective of our performance. In addition, sales of substantial amounts of our common stock in the public market could lower the
market price of our common stock.

We depend on a limited number of suppliers for our medication and supply dispensing systems and our business may suffer if we were
required to change suppliers to obtain an adequate supply of components and equipment on a timely basis.

        Although we generally use parts and components for our products with a high degree of modularity, certain components are presently
available only from a single source or limited sources. We have generally been able to obtain adequate supplies of all components in a timely
manner from existing sources, or where necessary, from alternative sources of supply. We engaged multiple single source third-party
manufacturers to build several of our sub-assemblies. The risk associated with changing to alternative vendors, if necessary, for any of the
numerous components used to manufacture
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our products could limit our ability to manufacture our products and harm our business. Our reliance on a few single source partners to build our
hardware sub-assemblies, a reduction or interruption in supply from our partners or suppliers, or a significant increase in the price of one or
more components could have an adverse impact on our business, operating results and financial condition. In addition, this impact could damage
customer relationships and any failure of a contractor to perform adequately could harm our business.

Complications in connection with our ongoing business information system upgrades as well as the adoption of recently issued accounting
standards may impact our results of operations, financial condition and cash flows.

        We continue to upgrade our enterprise-level business information system with new capabilities. Based upon the complexity of some of the
upgrades, there is risk that we will not see the expected benefit from the implementation of these upgrades in accordance with its anticipated
timeline and will incur additional costs. In addition, effective for fiscal 2011, we are required to adopt ASU 2009-13 and 2009-14, which we
anticipate will require us to modify our revenue recognition policy. We further anticipate that integration of these ASUs will require a substantial
amount of management's time and attention and require integration with the recently implemented enterprise resource planning system. The
implementation of the system and the adoption of the recently issued ASUs, in isolation as well as together, could result in operating
inefficiencies and financial reporting delays, and could impact our ability to record necessary business transactions timely. All of these risks
could adversely impact our results of operations, financial condition and cash flows.

Outstanding employee stock options have the potential to dilute stockholder value and cause our stock price to decline.

        We frequently grant stock options to our employees. At December 31, 2010, we had options outstanding to purchase approximately
4.7 million shares of our common stock at exercise prices ranging from $2.70 to $29.16 per share, at a weighted-average exercise price of $12.86
per share. If some or all of these shares are sold into the public market over a short time period, the price of our common stock may decline, as
the market may not be able to absorb those shares at the prevailing market prices. Such sales may also make it more difficult for us to sell equity
securities in the future on terms that we deem acceptable.

If our U.S. government customers that lease our equipment do not receive their annual funding, or if the government contracting mandates
require unilateral changes to our contract with government customers that lease, our ability to enter into lease arrangements or to recognize
revenues on such future leases to U.S. government customers, to sell our U.S. government receivables to third-party leasing companies or to
collect payments on unsold receivables from U.S. government customers could be impaired.

        U.S. government customers that lease our equipment typically sign contracts with five-year payment terms that are subject to one-year
government budget funding cycles. Further, the government has in certain circumstances mandated unilateral changes in its Federal Supply
Services contract that could render our lease terms with the government less attractive. In our judgment and based on our history with these
accounts, we believe these receivables are collectable. However, in the future, the failure of any of our U.S. government customers to receive
their annual funding, or the government mandating changes to the Federal Supply Services contract could impair our ability to sell lease
equipment to these customers or to sell our U.S. government receivables to third-party leasing companies. In addition, the ability to collect
payments on unsold receivables could be impaired and may result in a write-down of our unsold receivables from U.S. government customers.
As of December 31, 2010, the balance of our unsold leases to U.S. government customers was $13.1 million.

If we fail to manage our inventory properly, our revenue, gross margin and profitability could suffer.

        Managing our inventory of components and finished products is a complex task. A number of factors, including, but not limited to, the need
to maintain a significant inventory of certain components that are in short supply or that must be purchased in bulk to obtain favorable pricing,
the general unpredictability of demand for specific products and customer requests for quick delivery schedules, may result in us maintaining
large amounts of inventory. Other factors, including changes in market demand, customer requirements and technology, may cause inventory to
become obsolete. Any excess or obsolete inventory could result in inventory write-downs, which in turn could harm our business and results of
operations.
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If we are unable to successfully interface our automation solutions with the existing information systems of our customers, they may choose
not to use our products and services.

        For healthcare facilities to fully benefit from our automation solutions, our systems must interface with their existing information systems.
This may require substantial cooperation, incremental investment and coordination on the part of our customers and may require coordination
with third party suppliers of the existing information systems. There is little uniformity in the systems currently used by our customers, which
complicates the interfacing process. If these systems are not successfully interfaced, our customers could choose not to use or to reduce their use
of our automation solutions, which would harm our business.

Our failure to protect our intellectual property rights could negatively affect our ability to compete.

        Our success depends in part on our ability to obtain patent protection for technology and processes and our ability to preserve our
trademarks, copyrights and trade secrets. We have pursued patent protection in the United States and foreign jurisdictions for technology that we
believe to be proprietary and for technology that offers us a potential competitive advantage for our products. We intend to continue to pursue
such protection in the future. Our issued patents relate to various features of our medication and supply dispensing systems. We cannot assure
you that we will file any patent applications in the future, and that any of our patent applications will result in issued patents or that, if issued,
such patents will provide significant protection for our technology and processes. Furthermore, we cannot assure you that others will not develop
technologies that are similar or superior to our technology or that others will not design around the patents we own. All of our system software is
copyrighted and subject to the protection of applicable copyright laws. Despite our efforts to protect our proprietary rights, unauthorized parties
may attempt to copy aspects of our products or obtain and use information that we regard as proprietary, which could harm our competitive
position.

Intellectual property claims against us could harm our competitive position, results of operations and financial condition.

        We expect that developers of medication and supply dispensing systems will be increasingly subject to infringement claims as the number
of products and competitors in our industry grows and the functionality of products in different industry segments overlaps. In the future, third
parties may claim that we have infringed upon their intellectual property rights with respect to current or future products. In July 2009, Medacist
Solutions Group LLC filed a lawsuit against us alleging among other things, that certain of our ProServ 1 offerings infringe a patent owned by
Medacist. We do not carry special insurance that covers intellectual property infringement claims; however, such claims may be covered under
our traditional insurance policies. These policies contain terms, conditions and exclusions that make recovery for intellectual property
infringement claims difficult to guarantee. Any infringement claims, with or without merit, could be time-consuming to defend, result in costly
litigation, divert management's attention and resources, cause product shipment delays or require us to enter into royalty or licensing agreements.
These royalty or licensing agreements, if required, may not be available on terms acceptable to us, or at all, which could harm our competitive
position, results of operations and financial condition.

Our software products are complex and may contain defects, which could harm our reputation, results of operations and financial condition.

        We market products that contain software and software only products. Although we perform extensive testing prior to releasing software
products, these products may contain undetected errors or bugs when first released. These may not be discovered until the product has been used
by customers in different application environments. Failure to discover product deficiencies or bugs could require design
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modifications to previously shipped products or cause unfavorable publicity or negatively impact system shipments, any of which could harm
our business, financial condition and results of operations.

Product liability claims against us could harm our competitive position, results of operations and financial condition.

        Our products provide medication management and supply chain solutions for the healthcare industry. Despite the presence of healthcare
professionals as intermediaries between our products and patients, if our products fail to provide accurate and timely information or operate as
designed, customers, patients or their family members could assert claims against us for product liability. Moreover, failure of health care
facility employees to use our products for their intended purposes could result in product liability claims against us. Litigation with respect to
liability claims, regardless of any outcome, could result in substantial cost to us, divert management's attention from operations and decrease
market acceptance of our products. We possess a variety of insurance policies that include coverage for general commercial liability, technology
errors and omissions liability, and we attempt to mitigate these risks through contractual terms negotiated with our customers. However, these
policies and protective contractual terms may not be adequate against product liability claims. A successful claim brought against us, or any
claim or product recall that results in negative publicity about us, could harm our competitive position, results of operations and financial
condition. Also, in the event that any of our products is defective, we may be required to recall or redesign those products.

We are dependent on technologies provided by third-party vendors.

        Some of our products incorporate technologies owned by third parties that are licensed to us for use, modification, and distribution. If we
lose access to third-party technologies, or we lose the ongoing rights to modify and distribute these technologies with our products we will either
have to devote resources to independently develop, maintain and support the technologies ourselves, pay increased license costs, or transition to
another vendor. Any independent development, maintenance or support of these technologies by us or the transition to alternative technologies
could be costly, time consuming and could delay our product releases and upgrade schedules. These factors could negatively and materially
affect our ability to market, sell or distribute our products and in turn our business and prospects.

Our international operations may subject us to additional risks that can adversely affect our operating results.

        We currently have operations outside of the United States, consisting of customer support activity through a contractor in India,
international sales efforts centered in Canada, Europe and Asia and supply chain sourcing in Asia, supported by an office in Hong Kong. Our
international operations subject us to a variety of risks, including:

�
the difficulty of managing an organization operating in various countries;

�
growing political sentiment against international outsourcing of support services;

�
reduced protection for intellectual property rights in some countries;

�
changes in foreign regulatory requirements;

�
the requirement to comply with a variety of international laws and regulations, including local labor ordinances and changes
in tariff rates;

�
fluctuations in currency exchange rates and difficulties in transferring funds from certain countries; and

�
political unrest, terrorism and the potential for other hostilities in areas in which we have facilities.
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        Our success depends, in part, on our ability to anticipate and address these risks. We cannot assure you that these or other factors will not
adversely affect our business or operating results.

Government regulation of the healthcare industry could reduce demand for our products, or substantially increase the cost to produce our
products.

        While the manufacture and sale of our current products are not regulated by the United States Food and Drug Administration, or FDA, or
the Drug Enforcement Administration, or DEA, these products, or our future products, if any, may be regulated in the future by these or other
federal agencies due to future legislative and regulatory initiatives or reforms. Direct regulation of our business and products by FDA, DEA or
other federal agencies could substantially increase the cost to produce our products and increase the time required to bring those products to
market, reduce the demand for our products and reduce our revenues. In addition, healthcare providers and facilities that use our equipment and
dispense controlled substances are subject to regulation by the DEA. The failure of these providers and facilities to comply with DEA
requirements, including the Controlled Substances Act and its implementing regulations, could reduce demand for our products and harm our
competitive position, results of operations and financial condition. Pharmacies are regulated by individual state boards of pharmacy that issue
rules for pharmacy licensure in their respective jurisdictions. State boards of pharmacy do not license or approve our medication and supply
dispensing systems; however, pharmacies using our equipment are subject to state board approval. The failure of such pharmacies to meet
differing requirements from a significant number of state boards of pharmacy could decrease demand for our products and harm our competitive
position, results of operations and financial condition. Similarly, hospitals must be accredited by The Joint Commission in order to be eligible
for Medicaid and Medicare funds. The Joint Commission does not approve or accredit medication and supply dispensing systems; however,
disapproval of our customers' medication and supply dispensing management methods and their failure to meet The Joint Commission
requirements could decrease demand for our products and harm our competitive position, results of operations and financial condition.

        While we have implemented a Privacy and Use of Information Policy and adhere to established privacy principles, use of customer
information guidelines and related federal and state statutes, we cannot assure you that we will be in compliance with all federal and state
healthcare information privacy and security laws that we are directly or indirectly subject to, including, without limitation, the Health Insurance
Portability and Accountability Act of 1996, or HIPAA. Among other things, this legislation required the Secretary of Health and Human
Services, or HHS, to adopt national standards governing the conduct of certain electronic health information transactions and protecting the
privacy and security of personally identifiable health information maintained or transmitted by "covered entities," which include pharmacies and
other healthcare providers with which we do business.

        The standards adopted to date include, among others, the "Standards for Privacy of Individually Identifiable Health Information," which
restrict the use and disclosure of personally identifiable health information by covered entities, and the "Security Standards," which require
covered entities to implement administrative, physical and technical safeguards to protect the integrity and security of certain electronic health
information. Under HIPAA, we are considered a "business associate" in relation to many of our customers that are covered entities, and as such,
most of these customers have required that we enter into written agreements governing the way we handle and safeguard certain patient health
information we may encounter in providing our products and services and may impose liability on us for failure to meet our contractual
obligations. Further, pursuant to recent changes in HIPAA under the American Recovery and Reinvestment Act of 2009, or ARRA, we are now
also covered under HIPAA similar to other covered entities and in some cases, subject to the same civil and criminal penalties as a covered
entity. A number of states have also enacted privacy and security statutes and regulations that, in some cases, are more stringent than HIPAA
and may also apply
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directly to us. If our past or present operations are found to violate any of these laws, we may be subject to fines, penalties and other sanctions.
In addition, we cannot predict the potential impact of future HIPAA standards and other federal and state privacy and security laws that may be
enacted at any time on our customers or on Omnicell. These laws could restrict the ability of our customers to obtain, use or disseminate patient
information, which could reduce the demand for our products or force us to redesign our products in order to meet regulatory requirements.

We may need additional financing in the future to meet our capital needs and such financing may not be available on favorable terms, if at
all, and may be dilutive to existing stockholders.

        We intend to continue to expend substantial funds for research and development activities, product development, sales and marketing
activities and the potential acquisition and integration of complementary products and businesses. As a consequence, in the future we may need
to seek additional financing to meet our working capital needs and to finance capital expenditures, as well as to fund operations or potential
acquisitions. We may be unable to obtain any desired additional financing on terms favorable to us, if at all. If adequate funds are not available
on acceptable terms, we may be unable to fund our expansion, successfully develop or enhance products, respond to competitive pressures or
take advantage of acquisition opportunities, any of which could negatively affect our business. If we raise additional funds through the issuance
of equity securities, our stockholders will experience dilution of their ownership interest. If we raise additional funds by issuing debt, we may be
subject to certain contractual restrictions on our operations.

Changes in our tax rates, the adoption of new tax legislation or exposure to additional tax liabilities could affect our future results.

        We are subject to taxes in the United States and other foreign jurisdictions. Our future effective tax rates could be affected by several
factors, many of which are outside of our control, including: changes in the mix of earnings with differing statutory tax rates, changes in the
valuation of deferred tax assets and liabilities, or changes in tax laws or their interpretation. We regularly assess the likelihood of adverse
outcomes to determine the adequacy of our provision for taxes. We are also subject to examination of our income tax returns by the Internal
Revenue Service and other tax authorities. There can be no assurance that the outcomes from these examinations will not materially adversely
affect our financial condition and operating results.

Catastrophic events may disrupt our business and harm our operating results.

        We rely on our network infrastructure, data centers, enterprise applications, and technology systems for the development, marketing,
support and sales of our products, and for the internal operation of our business. These systems are susceptible to disruption or failure in the
event of a major earthquake, fire, flood, cyber-attack, terrorist attack, telecommunications failure, or other catastrophic event. Further, many of
these systems are housed or supported in or around our corporate headquarters located in California, near major earthquake faults, and where a
significant portion of our research and development activities and other critical business operations take place. Disruptions to or the failure of
any of these systems, and the resulting loss of critical data, which is not quickly recoverable by the effective execution of disaster recovery plans
designed to reduce such disruption, could cause delays in our product development, prevent us from fulfilling our customers' orders, and could
severely affect our ability to conduct normal business operations, the result of which would adversely affect our operating results.
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Anti-takeover provisions in our charter documents, our stockholders' rights plan and under Delaware law may make an acquisition of us,
which may be beneficial to our stockholders, more difficult.

        We are incorporated in Delaware. Certain anti-takeover provisions of Delaware law and our charter documents as currently in effect may
make a change in control of our company more difficult, even if a change in control would be beneficial to the stockholders. Our anti-takeover
provisions include provisions in our certificate of incorporation providing that stockholders' meetings may only be called by the board of
directors and provisions in our bylaws providing that the stockholders may not take action by written consent and requiring that stockholders
that desire to nominate any person for election to the board of directors or to make any proposal with respect to business to be conducted at a
meeting of our stockholders be submitted in appropriate form to our Secretary within a specified period of time in advance of any such meeting.
Delaware law also prohibits corporations from engaging in a business combination with any holders of 15% or more of their capital stock until
the holder has held the stock for three years unless, among other possibilities, the board of directors approves the transaction. Our board of
directors may use these provisions to prevent changes in the management and control of our company. Also, under applicable Delaware law, our
board of directors may adopt additional anti-takeover measures in the future.

        In February 2003, our board of directors adopted a stockholder rights plan that may have the effect of discouraging, delaying or preventing
a change in control of our company that is beneficial to our stockholders. Pursuant to the terms of the plan, when a person or group, except under
certain circumstances, acquires 15% or more of our outstanding common stock (other than two then current stockholders and their affiliated
entities, which will not trigger the rights plan unless they acquire beneficial ownership of 17.5% and 22.5% or more, respectively, of our
outstanding common stock) or ten business days after commencement or announcement of a tender or exchange offer for 15% or more of our
outstanding common stock, the rights (except those rights held by the person or group who has acquired or announced an offer to acquire 15% or
more of our outstanding common stock) would generally become exercisable for shares of our common stock at a discount. Because the
potential acquirer's rights would not become exercisable for our shares of common stock at a discount, the potential acquirer would suffer
substantial dilution and may lose its ability to acquire us. In addition, the existence of the plan itself may deter a potential acquirer from
acquiring us. As a result, either by operation of the plan or by its potential deterrent effect, a change in control of our company that our
stockholders may consider in their best interests may not occur.

 ITEM 1B.    UNRESOLVED STAFF COMMENTS

        None.

 ITEM 2.    PROPERTIES

        Our headquarters is located in leased facilities in Mountain View, California, and we believe that these facilities are sufficient for our
current operational needs and that suitable additional space will be available on commercially reasonable terms to accommodate expansion of
our operations, if necessary. In addition, we maintain leased office space in California, Illinois, Tennessee and China and we believe
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these facilities are adequate for our current operational requirements. The following is a list of our facilities and their primary functions.

Site Major Activity
Mountain View, California Administration, marketing, research and development and manufacturing
Waukegan, Illinois Technical support and training facility
Nashville, Tennessee Research and development and marketing
Scotts Valley, California Administration, marketing and research and development
Hong Kong, China Manufacturing support
        For additional information regarding our obligations pursuant to operating leases, see Note 12, "Commitments" to the "Notes to
Consolidated Financial Statements" included in this Annual Report on Form 10-K.

 ITEM 3.    LEGAL PROCEEDINGS

        Flo Healthcare Solutions, LLC.    On December 11, 2007, we acquired Rioux Vision, Inc., which had an existing lawsuit in progress at the
time of that acquisition. Omnicell was defending that lawsuit, as Rioux Vision is a wholly-owned subsidiary of Omnicell. On October 26, 2006,
Rioux Vision was served with a complaint in a lawsuit entitled Flo Healthcare Solutions, LLC v. Rioux Vision, Inc., Case
Number 1:06-cv-02600, in the United States District Court for the Northern District of Georgia, alleging claims of patent infringement regarding
certain features of the mobile carts sold by Rioux Vision. On December 11, 2008, we were served with a complaint in a lawsuit entitled Flo
Healthcare Solutions, LLC v. Omnicell, Inc., Case Number 1:06-cv-02600, in the same Court alleging similar claims of patent infringement
regarding Omnicell's sale of the mobile carts acquired in the Rioux acquisition. In accordance with Accounting Standards Codification, or ASC,
805, "Business Combinations," we recorded a pre-acquisition contingency based on our assessment of its fair value in our preliminary purchase
price allocation. The fair value for this pre-acquisition contingency represents the amount we and Rioux agreed to adjust the purchase price as a
result of our acceptance of any and all costs and risks relating to this contingency. The pre-acquisition contingency was recorded as an accrued
liability as of the acquisition date.

        On March 4, 2009, we filed, but did not serve, a complaint against Flo Healthcare Solutions, or Flo, entitled Omnicell, Inc. v. Flo
Healthcare Solutions LLC, Case Number C09 00923, in the United States District Court for the Northern District of California, with respect to
the infringement of Omnicell's U.S. Patent Number 6,604,019. Flo received a courtesy copy of the complaint. On March 10, 2009, we consented
to a motion that Flo filed requesting a stay of the Flo Healthcare Solutions LLC v. Rioux Vision, Inc. lawsuit pending the final outcome,
including all appeals, of the inter parties reexamination of U.S. Patent No. 6,721,178, currently before the United States Patent and Trademark
Office or the Reexamination, which was granted. We consented to a similar motion filed by Flo with respect to the stay of the Flo Healthcare
Solutions LLC v. Omnicell, Inc. lawsuit, which was also granted. Under a tolling agreement between the parties, we agreed to dismiss without
prejudice the Omnicell, Inc. v. Flo Healthcare Solutions LLC lawsuit, and Omnicell and Flo agreed to toll further actions under all three lawsuits
pending the final outcome, including all appeals, of the Reexamination.

        On September 30, 2010, Omnicell settled all pending litigation in the Northern District of Georgia with Flo Healthcare LLC, which is now
part of the entity InterMetro Industries Corporation. Additionally, Omnicell paid InterMetro $2.7 million, and entered into a patent cross-license
agreement with InterMetro, wherein Omnicell received an ongoing license to the patent at issue in the suits, and InterMetro received licenses to
two Omnicell patents. The parties jointly filed a motion of dismissal for each of the cases with the Georgia court on October 25, 2010, and the
court dismissed both cases, with prejudice, on January 26, 2011. In connection with this settlement, $2.4 million of previously accrued
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liabilities were released and this gain was recorded as a reduction to selling, general and administrative expense in the three months ended
September, 30, 2010.

        Medacist Solutions Group, LLC.    On July 8, 2009, Medacist Solutions Group LLC filed a complaint against Omnicell in U.S. District
Court in the Southern District of New York, entitled Medacist Solutions Group LLC v. Omnicell, Inc., case number 09 CV 6128, alleging
infringement of Medacist's U.S. Patent Number 6,842,736. The complaint also, among other claims, alleges that Omnicell breached the terms of
a nondisclosure agreement (NDA) it had entered into with Medacist, and that Omnicell misappropriated Medacist's trade secrets and confidential
information in violation of the NDA. Medacist is seeking unspecified monetary damages and an injunction against the Company's infringement
of the specified patent and/or misuse of any of Medacist's trade secrets pursuant to the NDA or in violation of California code. Omnicell has
responded to the complaint, denies the claims, and intends to defend the matter vigorously. In June 2010, the Court issued its Civil Case
Management Plan and Scheduling Order indicating that discovery in the case will be conducted through March 11, 2011.

        On October 20, 2010, the Company filed a declaratory judgment complaint against Medacist Solutions Group, LLC in the U.S. District
Court in the Northern District of California, entitled Omnicell, Inc. and Pandora Data Systems, Inc. v. Medacist Solutions Group, LLC, Case
Number 10-cv-4746 (the "California Action"). Pandora Data Systems, Inc. had entered into a Settlement and License Agreement with Medacist
in October 2008 (the "Settlement Agreement") pursuant to which, among other things, Medacist granted to Pandora a non-exclusive license to
Medacist's U.S. Patent Number 6,842,736. The Company seeks an order declaring that Omnicell, as now-owner of Pandora Data Systems, Inc.,
is entitled to certain rights and benefits under the license. On November 12, 2010, Medacist filed a motion to dismiss the California Action, or in
the alternative, to transfer venue to the U.S. District Court for the District of Connecticut. On February 10, 2011, the Court granted Medacist's
motion and dismissed the California Action without prejudice. On February 14, 2011, Omnicell and Pandora filed a notice of appeal regarding
dismissal of the California Action with the U.S. Court of Appeals for the Ninth Circuit (the "California Appeal"). The California Appeal is now
pending. Also on November 12, 2010, Medacist filed a motion in the U.S. District Court in the District of Connecticut to reopen a litigation
entitled Medacist Solutions Group, LLC v. Pandora Data Systems, Inc., Case Number 3:07-CV-00692(JCH) (the "Connecticut Litigation"),
which had been dismissed and administratively closed since October 29, 2008. Medacist seeks, among other things, relief from the Stipulation of
Dismissal entered on October 29, 2008 dismissing the Connecticut Litigation for the limited purpose of interpreting and enforcing the Settlement
Agreement, the entry of a temporary restraining order and preliminary and permanent injunctions prohibiting breaches of the Settlement
Agreement, a finding that Pandora breached the Settlement Agreement and an award of monetary damages resulting from Pandora's alleged
breaches. On December 3, 2010, the Company and Pandora filed a response to this motion. At this time, the Connecticut Litigation remains
closed, and no hearings have been scheduled on Medacist's motion. While it is reasonably possible the Company could, at some point in the
future, incur a loss in connection with this matter, management at this time cannot determine the range of any such potential loss.

        As required under ASC 450, "Contingencies," we accrue for contingencies when we believe that a loss is probable and that we can
reasonably estimate the amount of any such loss. We have made an assessment of the probability of incurring any such losses and such amounts
are reflected in accrued liabilities in our consolidated financial statements. Except as otherwise indicated above, we believe that the outcomes in
these matters are not probable and/or reasonably estimable. We believe that we have valid defenses with respect to legal matters pending against
us. However, litigation is inherently unpredictable, and it is possible that cash flows or results of operations could be materially affected in any
particular period by the unfavorable resolution of one or more of these contingencies or because of the diversion of management's attention and
the creation of significant expenses.

 ITEM 4.    [REMOVED AND RESERVED]
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 PART II

 ITEM 5.    MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market for Our Common Stock

        Our common stock is traded on The NASDAQ Global Select Market under the symbol "OMCL." The following table sets forth for the
periods indicated the high and low sales prices per share of our common stock.

Fiscal Year Ended December 31, 2010 High Low
Fourth Quarter $ 14.97 $ 12.64
Third Quarter $ 13.24 $ 10.93
Second Quarter $ 14.93 $ 11.32
First Quarter $ 15.38 $ 11.15

Fiscal Year Ended December 31, 2009 High Low
Fourth Quarter $ 12.19 $ 9.62
Third Quarter $ 13.50 $ 9.85
Second Quarter $ 11.39 $ 7.19
First Quarter $ 12.97 $ 6.25
        As of March 3, 2011, we had approximately 33,369,590 shares of common stock outstanding held by approximately 165 stockholders of
record.

Dividend Policy

        We have never declared or paid any cash dividends on our common stock. We currently expect to retain any future earnings for use in the
operation and expansion of our business and do not anticipate paying any cash dividends on our common stock in the foreseeable future.

Purchases of Equity Securities By the Issuer and Affiliated Purchasers

        The following table sets forth the number of shares of common stock repurchased by the Company during the three months ended
December 31, 2010:

Period

Total number
of

shares (or
units)

purchased(1)

Average
price paid

per
share (or
unit)

Total number
of Shares (or

units)
purchased as

part of
publicly

announced
plans or
programs

Maximum number (or
approximate dollar

value)
of shares (or units) that

may yet be
purchased under the
plans or programs

October 1 -
31, 2010 � $ � � �
November 1 -
30, 2010 � � � �
December 1 -
31, 2010 5,533 14.25 � �

Total 5,533 $ 14.25 � $ 25.0 million

(1)
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Represents shares of common stock withheld in satisfaction of tax withholding obligations upon vesting of restricted stock units.

Performance Graph

        The following graph compares total stockholder returns for Omnicell's common stock for the past five years to three indices: The
NASDAQ Composite Index, the NASDAQ Health Services index and
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the Standard & Poor's (S&P) Composite 1500 Health Care Sector Index (as calculated using a market cap weighting methodology). The total
return for Omnicell's common stock and for each index assumes the reinvestment of all dividends, although cash dividends have never been
declared on Omnicell's common stock, and is based on the returns of the component companies weighted according to their capitalizations as of
the end of each annual period.

        The NASDAQ Composite Index tracks the aggregate price performance of equity securities traded on The NASDAQ Stock Market. The
NASDAQ Health Services Index tracks the aggregate price performance of health services equity securities. The S&P Composite 1500 Health
Care Sector Index tracks the aggregate price performance of health care equity securities. Omnicell's common stock is traded on The NASDAQ
Global Select Market and is a component of all three indices. The stock price performance shown on the graph is not necessarily indicative of
future price performance.

        Historically, we have used the S&P Composite 1500 Health Care Sector in the Total Return graph as our specific industry benchmark. For
this transition year we are reporting both that index as well as the NASDAQ Health Services index, which is replacing it for future years. The
NASDAQ Health Services Index is a more appropriate industry-specific benchmark for us, as certain aspects of our executive compensation
plans are based on this index.

 COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among Omnicell, Inc., The NASDAQ Composite Index, The NASDAQ Health Services Index

and The S&P Composite 1500 Health Care Sector Index(1)

12/05 12/06 12/07 12/08 12/09 12/10
Omnicell, Inc. 100.00 155.90 225.36 102.18 97.82 120.92
NASDAQ Composite 100.00 111.74 124.67 73.77 107.12 125.93
S&P Composite 1500 Health Care Sector 100.00 107.17 116.02 88.63 103.62 106.54
NASDAQ Health Services 100.00 109.80 117.78 87.97 99.96 100.19

*
$100 invested on 12/31/05 in the NASDAQ Composite Index, NASDAQ Health Services Index, S&P Composite 1500 Health Care
Sector Index and in Omnicell, Inc. including reinvestment of dividends.

(1)
This section is not deemed "filed" with the SEC and is not to be incorporated by reference into any filing of Omnicell, Inc. under the
Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, whether made before or after the date hereof
and irrespective of any general incorporation language in any such filing.
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 ITEM 6.    SELECTED FINANCIAL DATA

 OMNICELL, INC.
SELECTED FINANCIAL DATA

Years Ended December 31,

2010 2009 2008 2007 2006
(in thousands, except per share amounts)

Total
revenues $ 222,407 $
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