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Item 1.01. Entry into Material Definitive Agreement.

The information under Item 5.02 below is incorporated herein by reference.
 
Item 2.02. Results of Operations and Financial Condition.

On November 1, 2012, AtriCure, Inc. (“AtriCure” or the “Company”) issued a press release regarding its financial results for the third quarter ended
September 30, 2012. The Company will hold a conference call on November 1, 2012 at 4:30 p.m. Eastern Time to discuss the financial results. A copy of the
press release is furnished as Exhibit 99.1 to this Form 8-K and is incorporated herein by reference.

The information in this Item 2.02 to Form 8-K and in the press release attached as Exhibit 99.1 is being furnished and shall not be deemed “filed” for purposes of
Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liabilities of that Section. The information in
Item 2.02 of this Form 8-K and Exhibit 99.1 shall not be incorporated by reference in any filing or other document under the Securities Act of 1933, as amended,
or the Exchange Act, except as expressly set forth by specific reference in any such filing or document.
 
Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of

Certain Officers.

Effective November 1, 2012, Michael H. Carrel, age 42, has been appointed as President and Chief Executive Officer and a member of the Board of Directors of
AtriCure. Prior to joining AtriCure, Mr. Carrel was the President and Chief Executive Officer of Vital Images (Nasdaq: VTAL) from 2008 until it was sold to
Toshiba in 2011; he stayed on as Chief Executive Officer of the new business unit within Toshiba until 2012. He originally joined Vital Images in January of 2005
as Chief Operating and Financial Officer.

The Company and Mr. Carrel have entered into an Employment Agreement (the “Agreement”) pursuant to which Mr. Carrel will be paid a base salary of
$500,000 per year, a signing bonus of $40,000 and a year-end bonus of $62,500. In subsequent years, Mr. Carrel will be eligible to receive a year-end annual
bonus, if any, the potential of which is a target of 75% of his base salary and the maximum of which is 125% of the target. Additionally, under the terms of the
Agreement, Mr. Carrel will be granted options to purchase 350,000 shares of the Company’s common stock under the Company’s 2005 Equity Incentive Plan (the
“Incentive Plan”) at a per-share exercise price equal to the fair market value of the Company’s common stock on the date of grant. Of the options to purchase
350,000 shares, 125,000 are time-based and 225,000 are performance-based. He will also receive a grant of 66,667 restricted shares of the Company’s common
stock under the Incentive Plan. The Company will reimburse Mr. Carrel for certain out-of-pocket expenses, including temporary housing.

Pursuant to the terms of the Agreement, there is no required minimum period of employment and either the Company or Mr. Carrel may terminate his
employment under the Agreement at any time for any reason or no reason. If Mr. Carrel voluntarily terminates the Agreement, he must give the Company at least
60 days’ prior written notice. If the Company voluntarily terminates the Agreement, the Company is not obligated to give Mr. Carrel any prior written notice. In
the event that the Company terminates the employment of Mr. Carrel Without Cause or if he terminates his employment for Good Reason, each as defined in the
Agreement, Mr. Carrel is entitled to a severance payment equal to twelve months of his then base salary plus a pro-rata portion of the target bonus through the
date of termination. If such termination occurs during a change of control period, Mr. Carrel is entitled to a severance payment equal to up to twenty-four months
of his then base salary plus his target bonus for the severance period. Mr. Carrel will be indemnified by the Company and covered by its directors’ and officers’
liability insurance policy.

The foregoing description of the Agreement does not purport to be complete and is qualified in its entirety by reference to the Agreement, which is filed as
Exhibit 10.1 to this Form 8-K and incorporated into this Item 5.02 by reference. Please see the Agreement attached as an exhibit to this Form 8-K for further
information.

Also effective November 1, 2012, M. Andrew Wade, age 37, Vice President, Finance of the Company, was appointed Principal Accounting and Financial Officer.
Mr. Wade has served the Company for approximately five years in various financial and accounting functions and during that time has been assisting the
Company with the preparation and filing of its periodic reports on Form 10-K and Form 10-Q with the U.S. Securities and Exchange Commission.



Item 9.01 Financial Statements and Exhibits.

(d) Exhibits
 
No.   Description

10.1   Employment Agreement between AtriCure, Inc. and Michael H. Carrel

99.1   Press Release dated November 1, 2012

99.2   Press Release dated November 1, 2012



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
hereunto duly authorized.
 

  ATRICURE, INC.

Dated: November 1, 2012   By: /s/ M. Andrew Wade
   M. Andrew Wade
   Vice President, Finance



EXHIBIT 10.1

EMPLOYMENT AGREEMENT

EMPLOYMENT AGREEMENT (“Agreement”) made and entered into as of the 1  day of November, 2012, by and between AtriCure, Inc. (the
“Company”), with principal offices located at 6217 Centre Park Drive, West Chester, Ohio 45069 and Michael H. Carrel (the “Executive”) currently residing at
4615 Moorland Avenue, Edina, Minneapolis, Minnesota 55424.

WITNESSETH:

WHEREAS, the Company desires to engage the Executive as an officer and chief executive and the Executive desires to accept such engagement;

WHEREAS, the Company and the Executive desire to enter into this Agreement, which, effective as of the date hereof (the “Effective Date”), shall govern
the terms of the Executive’s employment;

NOW THEREFORE, in consideration of the mutual covenants and agreements set forth below and other good and valuable consideration, the receipt of
which is hereby acknowledged, the Company and the Executive hereby agree, as follows:

1. Employment. The Company hereby employs the Executive as President and Chief Executive Officer of the Company with the duties and
responsibilities set forth in Section 4. During the term of this Agreement, the Executive will, if so elected, serve as a director of the Company and as a senior
officer and/or director of any affiliate of the Company without compensation in addition to that provided for in this Agreement. The Board will appoint Executive
to the Board of Directors promptly following the Effective Date and the Board will nominate Executive to the Board of Directors on an annual basis (unless
applicable law, regulation or stock exchange rule prohibits Executive from serving as a director of the Company).

2. Term; Start Date. The term of Executive’s employment hereunder shall commence on the Effective Date and shall end on that date on which such
employment shall be terminated under the provisions of Section 8 hereof. Such term, regardless of the length thereof, shall be referred to herein as the
“Employment Term”. For purposes of this Agreement, the term “Contract Year” shall refer to each twelve (12) month period beginning on the day and month of
the Effective Date and ending on the day immediately preceding the yearly anniversary of the Effective Date. Notwithstanding the above, the parties agree that
the Executive shall begin to actually render services hereunder, and accordingly begin to earn his Base Salary (as defined below) hereunder, on November 1,
2012.

3. Work Location. The Executive’s principal place of employment shall be the Company’s current principal office at 6217 Centre Park Drive, West
Chester, Ohio 45069. The Company will reimburse the Executive for the following out-of-pocket expenses, incurred by him in connection with performing his
duties in the greater Cincinnati area, provided that the Executive timely furnishes to the Company a complete and accurate accounting of all such expenses
(A) reasonable out-of-pocket expenses associated with round trip flights between Cincinnati and Minneapolis, Minnesota and other transportation costs for travel
between Edina, Minnesota and Cincinnati, Ohio and (B) temporary housing costs and other travel and business expense incurred.

st



4. Duties and Responsibilities.

a. Description. The Executive shall be employed by the Company in such capacity or capacities, and shall perform such duties and exercise
such powers, as are (i) commensurate with a President and Chief Executive Operating Officer of a business of comparable size and type and (ii) consistent with
his title, subject to such reasonable directions and restrictions as the Board of Directors may from time to time designate. The Executive shall report to the Board
of Directors. The Board of Directors will review and consider, in good faith, any request by the Executive to serve as a director of any other company or entity;
provided, that the Executive shall not agree to serve as a director of any other company or entity without the prior approval of the Board of Directors. The Board
of Directors has consented to the Executive’s role as a director of a healthcare technology and services company and of two non-profit organizations as previously
disclosed to the Board of Directors.

b. Time and Effort. Subject to Section 4(a) above, the Executive shall:

i. devote his full working time and attention to the business and affairs of the Company, its subsidiaries and other affiliates and shall
not, without the prior consent in writing of the Company, directly or indirectly, undertake any other business or occupation or become an employee, agent or
director (or a person acting in a capacity similar to that of a director) of, or a consultant to, any other company, trust, firm, individual or person; provided,
however, that nothing herein shall be construed so as to prevent the Executive from making investments of a strictly passive nature, so long as the undertaking
forming the subject matter of any such investment is not otherwise in conflict with the Executive’s contractual or other legal obligations to the Company;

ii. perform those duties that may be assigned by the Board of Directors of the Company to the Executive diligently and faithfully to
the best of the Executive’s abilities and in the best interests of the Company and its affiliates; and

iii. use his best efforts to promote the interests of the Company and its affiliates.

c. Non-Disclosure Agreement. Nothing in this Agreement is intended to impair or be in derogation of the Executive’s obligations under that
certain Non-Competition, Proprietary Information and Inventions Agreement, executed by the Executive in connection with his employment hereunder (the
“Non-Disclosure Agreement”).

5. Compensation.

a. Base Salary. The Company shall pay the Executive a base salary at the rate of no less than five hundred thousand dollars ($500,000) in
each Contract Year (as in effect from time to time in accordance with the provisions below, the “Base Salary”), payable in accordance with the Company’s payroll
procedures, subject to all withholdings provided for in Section 10. The Company shall review the Base Salary annually for an increase for the following Contract
Year based on market trends, internal considerations and performance, which shall be made subject to and at the sole and absolute discretion of the Board of
Directors or, if the Board shall so elect, the Compensation Committee thereof. The Executive shall be entitled to a $40,000 signing bonus effective on the date
Executive commences employment and such amount shall be paid by the Company on the first regular payroll date following such commencement date.



b. Bonus. The Executive shall receive such year-end annual bonus, if any, to which he may be entitled under such Management Incentive
Program (or similar plan) as the Company may adopt with respect to each fiscal year of the Company, subject to the terms, plans, qualifications and conditions of
any such plan. Such Management Incentive Program (or similar plan) may include performance targets to be established, adjusted and approved on an annual
basis by the Board of Directors or the Compensation Committee of the Board of Directors. Without limiting the foregoing, the initial year-end annual bonus target
is 75% of the Base Salary (the “Target Bonus”) and shall not exceed 125% of the Target Bonus. The Board of Directors or the Compensation Committee, as
applicable may adjust such Target Bonus. The Executive shall be entitled to a bonus of $62,500 for the period between the date Executive commences his
employment and December 31, 2012. Any year-end bonus shall be paid in accordance with the Company’s procedures for its year end Management Incentive
Program (or similar plan).

c. Stock. Subject to the approval of the Compensation Committee of the Board of Directors as provided in Section 5(c)(v), the Executive will
be granted the following:

i. A grant of sixty-six thousand six hundred sixty-seven (66,667) shares of restricted stock of the Company’s common stock under the
Company’s 2005 Equity Incentive Plan (the “Incentive Plan”) with 100% of such shares to vest on the fourth anniversary of the date of the grant (the end of the
Period of Restriction).

ii. Options to purchase one hundred twenty-five thousand (125,000) shares of the Company’s common stock under the Incentive Plan
at a per-share exercise price equal to the fair market value of the Company’s common stock on the date of grant, all as determined under the Incentive Plan, with a
term of ten (10) years from the date of grant and with (A) 25% of such options vesting on the first anniversary of the date of the grant and (B) the balance of such
options vesting in equal amounts on a monthly basis during the three year period following the first anniversary of the date of the grant.

iii. Options to purchase two hundred twenty-five thousand (225,000) shares of the Company’s common stock under the Incentive Plan
at a per-share exercise price equal to the fair market value of the Company’s common stock on the date of grant, all as determined under the Incentive Plan, with a
term of ten (10) years from the date of grant and with options to purchase twenty-five thousand (25,000) shares vesting at each Option Trigger Event. For
purposes of this Section 5(c)(iii), an “Option Trigger Event” shall mean the volume adjusted weighted average closing price of the common stock of the Company
as reported by NASDAQ (or any other exchange on which the common stock of the Company is listed) for 30 consecutive days equals or exceeds each of $10.00
per share, $12.50 per share, $15.00 per share, $17.50 per share, $20.00 per share, $25.00 per share, $30.00 per share, $35.00 per share and $40.00 per share.

iv. Except as otherwise provided in the Incentive Plan, any restricted shares described in Section 5(c)(i) or any options described in
Section 5(c)(ii) which have not been issued or fully vested on or prior to the fourth anniversary of the date of grant will be forfeited; provided, however, that in
the case of termination by the Executive for Good Reason (as defined below) or by the Company Without Cause (as defined below) or in the case of any Change
of Control, any restricted shares described in Section 5(c)(i) or options described in Section 5(c)(ii) shall fully vest on the date of termination. Notwithstanding
the foregoing and the terms of the Incentive Plan, any options described in Section 5(c)(iii) for which the applicable Option Trigger Event has not occurred either
at the time of effectiveness of a Change of Control (as defined in Section 9(c)) (including based on the consideration payable in accordance



with such Change of Control) or on or prior to the fourth anniversary of the date of grant will be forfeited. Any stock options described in Section 5(c)(ii) which
vest upon termination of the Executive or upon Change of Control as provided herein or in the Incentive Plan shall be exercisable for a period of twelve
(12) months following such termination or Change of Control (or the remaining term of such stock option if shorter).

v. The date of the grant of restricted shares described in Section 5(c)(i) and any options described in Section 5(c)(ii) and 5(c)(iii) shall
be the date such actions are approved by the Compensation Committee of the Board of Directors of the Company. The Compensation Committee shall meet on
the date of this Agreement for purposes of reviewing and approving the equity grants set forth in this Section 5. Except as otherwise provided herein, all such
options and shares are subject to the terms, conditions and restrictions set forth in the Incentive Plan; provided, however, that, in the case of any termination of the
Executive, any option described in Section 5(c)(iii) for which the applicable Option Trigger Event has not occurred at the time of the effectiveness of such
termination shall be forfeited.

vi. Executive will receive subsequent grants in February 2014 and 2015 similar in amount and scope as the initial grants described in
subsections 5(c)(i), (ii) and (iii), with final amounts to be determined by the Board of Directors and/or the Compensation Committee, and with grants to continue
annually thereafter based on performance as determined by the Board of Directors and/or the Compensation Committee.

6. Other Benefits. The Executive shall also be entitled to the following:

a. Employee Benefit Plans. The Executive shall also be entitled to such benefits, and to participate in such benefit plans, as may be in effect
from time to time and generally available to senior executive officers of the Company (and subject in any event to the participation standards and other terms and
conditions of any such benefits or plans).

b. Director & Officers Insurance. The Company shall maintain director’s and officer’s liability insurance policies consistent with Company
policies and procedures in effect from time to time and shall cause Executive to be covered under such policies during the Employment Term. Upon termination
of the Executive’s employment for any reason, the Company will cause such policies to cover Executive in respect of acts and omissions during the period of
employment as if the Executive was still an officer, director and/or employee, as applicable.

c. Paid Time Off. The Executive shall be entitled to Level 2 Paid Time Off (PTO), which is 27 days, on an annual basis, to be taken in
accordance with the Company’s PTO policy. The Executive’s PTO will be scheduled at such times as will least interfere with the business of the Company.

d. Insurance Reimbursement. Each year the Company shall reimburse the Executive for insurance premiums paid by Executive to maintain
up to $5,000,000 of term life insurance on the Executive up to a maximum annual reimbursement of ten thousand dollars ($10,000). Such payment shall be made
promptly after the delivery by the Executive of reasonable documentation of such expense.



7. Reimbursement of Expenses.

a. General. The Company shall reimburse the Executive for such expenses as may be reasonably incurred by the Executive in furtherance of
the Executive’s performance of his duties hereunder, subject to and in accordance with the Company policies concerning reimbursement of such expenses and
provided, in any event, that the Executive timely furnishes to the Company a complete and accurate accounting of all such, expenses.

b. Relocation Expenses.

i. General; No Gross-Up. The Company will reimburse the Executive, for out-of-pocket expenses, of the types described below,
incurred by him in connection with a relocation to the Cincinnati area, provided that the Executive timely furnishes to the Company a complete and accurate
accounting of all such expenses. The out-of-pocket expenses which are reimbursable under this Section 7(b)(i) are: (A) reasonable legal fees and real estate
commissions incurred in connection with the sale of Executive’s current residence, and (B) reasonable expenses incurred in connection with the transportation of
personal property. In the event that the reimbursements to the Executive under this Section 7(b)(i) are taxable to him as income under applicable federal and/or
state law, the Company will not “gross-up” such payments and the Executive shall be solely responsible for any such tax.

ii. Repayment. In the event that the Executive voluntarily terminates his employment with the Company for any reason whatsoever
(other than “Good Reason”, as defined below) or employment ends because of Executive’s death or because he is “Totally Disabled” (as defined below) during
the two (2) year period following a relocation to the greater Cincinnati area, the Executive will repay to the Company, within thirty (30) days after the
Termination Date (as defined below), a portion of the total sum previously reimbursed to the Executive under Section 7(b)(i) as follows:
 

If the Termination Date occurs any time during the:   
Percentage to be

repaid to Company: 
First Year Following Relocation    100% 
Second Year Following Relocation    50% 

8. Termination of Employment. The Executive’s employment hereunder shall or may, as the case may be, be terminated under the following
circumstances:

a. Death. The Executive’s employment hereunder shall terminate upon his death.

b. Total Disability. The Company may terminate the Executive’s employment hereunder upon the Executive becoming “Totally Disabled.”
For purposes of this Agreement, the Executive shall be deemed “Totally Disabled” if, as determined by the Company, (i) he is deemed “totally disabled” (or other
words to such effect) under any long-term disability plan maintained by the Company or (ii) he is unable, by reason of physical or mental disability, to perform, in
all material respects the essential duties and responsibilities under this Agreement with reasonable accommodations. If requested by the Company, and at its
expense, the Executive shall submit to one or more examinations by one or more physicians selected by the Company in connection with the Company’s attempts
to determine whether the Executive is Totally Disabled.



c. Termination by the Company for Cause. The Company may immediately terminate the Executive’s employment hereunder for Cause at
any time by notice given to the Executive. For purposes of this Agreement, the term “Cause” shall mean any of the following: (i) indictment for, conviction of, or
plea of guilty or no contest by the Executive to a felony, or of any criminal act involving moral turpitude, that has a substantial adverse effect on the Executive’s
qualifications or ability to perform his duties; (ii) the unreasonable deliberate and material failure or refusal by the Executive to perform, consistent with the terms
of this Agreement, his employment duties hereunder (other than as a result of PTO, sickness, disability, illness or injury), and the failure to rectify the same within
thirty (30) days after the Company shall have given notice to the Executive identifying such failure or refusal and demanding that it be rectified; (iii) the
Executive’s commission of any act of fraud, embezzlement, dishonesty or other willful misconduct that has caused, or would reasonably be expected to cause,
material injury or economic harm to the Company; (iv) an act of gross negligence on the part of the Executive that has caused, or would reasonably be expected
to cause, material injury or economic harm to the Company; (v) a deliberate and material violation of a written material Company policy; or (vi) a material breach
of this Agreement or the Non-Disclosure Agreement (or, in each case, any successor thereto or amendment thereof) which (and only if the same shall be curable)
Executive fails to cure within thirty (30) days after the Company shall have given notice to the Executive identifying such breach and demanding that it be cured.

d. Termination by the Executive for Good Reason. The Executive may immediately terminate his employment hereunder for Good Reason at
any time by notice given to the Company which notice shall be provided within ten (10) days of Executive becoming aware of the facts giving rise to Good
Reason. For purposes of this Agreement, the term “Good Reason” shall mean the occurrence of any of the following and the failure of the Company to rectify the
same within thirty (30) days after the Executive shall have given written notice to the Company which identifies the action complained of and demands that it be
rectified: (i) a material breach by the Company of this Agreement; (ii) a material reduction, in the Executive’s duties and responsibilities hereunder; (iii) a
reduction in the Executive’s Base Salary or Target Bonus specified in Section 5(b) (other than any such reduction which is applicable (proportionately) to all
senior level executives of the Company); (iv) the Executive involuntarily ceases to be the Company’s Chief Executive Officer or (v) the Board of Directors
requires the Executive to permanently relocate from the greater Minneapolis area as a condition of his employment. The parties acknowledge that Good Reason
shall include any circumstance under which Executive ceases to be the chief executive officer of a public company following the occurrence of a Change of
Control.

e. Voluntary Termination. Either the Company or the Executive may terminate the Executive’s employment under this Agreement at any
time for any reason or no reason upon such prior written notice to the other party, if any, as is provided for below (a termination effected by the Company under
this provision being referred to as a termination “Without Cause”). Accordingly, each of the Company and the Executive acknowledges that Executive’s
employment with the Company is on a so-called “at-will” basis, and that no minimum period of employment is required hereunder or otherwise. Executive shall
give the Company at least sixty (60) days’ prior written notice in the event of a termination by him under this Section 9(e). The Company shall not be obligated to
give the Executive any prior written notice in connection with a termination by it under this Section 9(e), but may do so in its sole and absolute discretion.

f. Notice of Termination. Any termination by the Company or the Executive under this Agreement shall be communicated by Notice of
Termination to the other party hereto. For purposes of this Agreement, a “Notice of Termination” shall mean a notice in writing which shall indicate the specific
termination provision in this Agreement relied upon to terminate the Executive’s employment and, except in the case of Section 8(e), setting forth, in reasonable
detail, the facts and circumstances claimed to provide a basis for termination of the Executive’s employment under the provision so indicated.



9. Economic Consequences of a Termination of Employment.

a. Under all Circumstances. Under all circumstances, upon termination, the Executive or his estate, as the case may be, shall be entitled to:

i. Any accrued but unpaid Base Salary for services rendered up to the date on which the Executive’s employment shall actually have
ceased (the “Termination Date”);

ii. Payment for any accrued and unpaid PTO or similar pay to which he is entitled under Company policies;

iii. Any medical, dental, life insurance or similar “welfare” benefits to which the Executive may be entitled upon termination pursuant
to the plans, policies and arrangements referred to in Section 6 hereof, which shall be paid in accordance with the terms of such plans, policies and arrangements;
and

iv. Exercise his vested stock options for a period of twelve (12) months (or the remaining term of any such stock option, if shorter) in
accordance with the terms of the Incentive Plan.

b. Termination Without Cause or With Good Reason.

i. No Change of Control. In the event that (A) either the Company shall terminate the employment of the Executive hereunder Without
Cause or the Executive shall terminate his employment hereunder for Good Reason and (B) the related Termination Notice shall not have been given during a
Change of Control Period (as defined below), the Executive shall, in addition to those rights provided under Section 9(a), be entitled to a severance payment equal
to (1) twelve (12) months of the Executive’s then Base Salary, which payment, shall be made during the twelve (12) month period following the Termination Date
in substantially equal installments as and when regular payroll payments are made by the Company to its employees and (2) an amount equal to the pro-rata
portion of Executive’s Target Bonus for the portion of the year to and including the Termination Date based on actual performance through such Termination
Date, which payment, shall be made in a lump sum upon the later of the time specified in Section 9(d) or the date on which the Board of Directors or the
Compensation Committee of the Board of Directors authorizes payment of similar bonuses to other executives, in each case, after the determination by the Board
of Directors or the Compensation Committee of the Board of Directors of the applicable bonus amount. In such circumstances, during the twelve (12) month
following the Termination Date, the Executive shall also be entitled to medical, dental, life insurance or similar “welfare” benefits substantially similar in scope
and cost to Executive as such benefits available to Executive immediately prior to Termination; provided that such benefits shall be discontinued to the extent that
Executive obtains employment providing comparable benefits during such twelve (12) month period. For purposes of the proviso in the immediately preceding
sentence, if Executive becomes employed by a new employer, for Executive’s health and welfare benefits to be determined to be “comparable,” the new employer
must maintain a major medical plan that does not limit, restrict or exempt Executive or Executive’s dependents with respect to any pre-existing conditions which
were covered under the Company’s medical plan prior to Executive’s termination of employment. Executive’s right to continuation coverage under the
Consolidated Omnibus Budget Reconciliation Act of 1985 (“COBRA”) shall be provided at the earlier of the end of the twelve (12) month period or the
discontinuance of coverage because the Executive obtains employment providing comparable benefits.



ii. Change of Control. In the event that (A) either the Company shall terminate the employment of the Executive hereunder Without
Cause or the Executive shall terminate his employment hereunder for Good Reason and (B) the related Termination Notice shall have been given during a Change
of Control Period, the Executive shall, be entitled to a severance payment equal to (1) twelve (12) months of the Executive’s then Base Salary, if such termination
occurs on or before November 15, 2013, and twenty-four (24) months of the Executive’s then Base Salary, if such termination occurs on or after November 16,
2013, which payment, shall be made during the twelve (12) or twenty-four (24) month period following the Termination Date in substantially equal installments
as and when regular payroll payments are made by the Company to its employees plus (2) the Executive’s Target Bonus during the applicable twelve (12) or
twenty-four (24) month period, as applicable, which payment, shall be made in a lump sum at such time as the Board of Directors makes bonus payments to other
senior executives of the Company. In such circumstances, during the twelve (12) month following termination, the Executive shall also be entitled to medical,
dental, life insurance or similar “welfare” benefits substantially similar in scope and cost to Executive as such benefits available to Executive immediately prior to
the Change in Control Period; provided that such benefits shall be discontinued to the extent that Executive obtains employment providing comparable benefits
during such twelve (12) month period. For purposes of the proviso in the immediately preceding sentence, if Executive becomes employed by a new employer,
for Executive’s health and welfare benefits to be determined to be “comparable,” new employer must maintain a major medical plan that does not limit, restrict or
exempt Executive or Executive’s dependents with respect to any pre-existing conditions which were covered under the Company’s medical plan prior to
Executive’s termination of employment. Executive’s right to continuation coverage under the Consolidated Omnibus Budget Reconciliation Act of 1985
(“COBRA”) shall be provided at the earlier of the end of the twelve (12) month period or the discontinuance of coverage because the Executive obtains
employment providing comparable benefits.

c. Definitions. For purposes of this Agreement, the following terms shall have the meanings assigned thereto below:

i. “Change of Control” shall have the same meaning ascribed thereto in the Incentive Plan, as the same may be amended from time to
time; and

ii. “Change of Control Period” shall mean the period beginning on the date on which a Change of Control occurs and ending on the
one (1) year anniversary of such date.

d. Release. Notwithstanding anything to the contrary set forth herein, prior to the receipt of any benefits under Section 9(b), the Executive
shall be required to execute a release of claims agreement (the “Release”) in the form attached hereto as Exhibit A. Any payments required to be paid pursuant to
Section 9(b) shall commence on the forty-fifth day following termination of the Executive so long Executive shall have delivered a fully executed Release within
thirty (30) days after the date of Executive’s termination of employment and Executive has not revoked such Release within the applicable revocation period. If
Executive fails to deliver such Release within such time period or if Executive revokes such Release, any payment due under Section 9(b) shall be forfeited.
Without limiting the foregoing, such Release shall specifically relate to all of the Executive’s rights and claims in existence at the time of such execution (other
than those surviving rights referred to in this Section 9, Executive’s right to enforce this Agreement and Executive’s rights to the benefits in this Agreement) and
shall confirm the Executive’s obligations under the Non-Disclosure Agreement. If any payment



under Section 9(b) is non-exempt deferred compensation for purpose of the Section 409A (as defined below), and if such forty-five (45) day period begins in one
calendar year and ends in the next calendar year, the payment or benefit shall not be made or commence before the second such calendar year, even if the Release
becomes irrevocable in the first such calendar year. In other words, Executive is not permitted to influence the calendar year of payment based on the timing of
his signing of the Release.

e. Violation of Non-Disclosure Agreement. The Executive consents and agrees that if he breaches any of the provisions of the Non-
Disclosure Agreement (or any other confidentiality, non-competition or non-solicitation provision in favor of the Company to which he is bound) in any material
respect, and he fails to rectify the same within thirty (30) days after the Company shall have given notice to the Executive identifying such breach and demanding
that it be rectified, he shall be deemed to have immediately and permanently forfeited any payments which are or would become payable to him under
Section 9(b) (and including any such sums which may already have been paid to him), regardless whether the termination of his employment shall have occurred
prior to or after such breach.

f. Specified Benefits. Except as specifically provided in this Section 9, the Executive shall not be entitled to any compensation or other
benefits in connection with any termination of his employment.

10. Withholding of Taxes.

a. If any amount, entitlement or benefit paid or payable to Executive or provided for his benefit under this Agreement and under any other
agreement, plan or program of the Company or any of its affiliates (such payments, entitlements and benefits referred to as a “Payment”) is subject to the excise
tax imposed under Section 4999 of the Code or any similar federal or state law (an “Excise Tax”), then notwithstanding anything contained in this Agreement to
the contrary, to the extent that any or all Payments would be subject to the imposition of an Excise Tax, the Payments shall be reduced (but not below zero) if and
to the extent that such reduction would result in Executive retaining a larger amount, on an after-tax basis (taking into account federal, state and local income
taxes and the imposition of the Excise Tax), than if Executive received all of the Payments (such reduced amount hereinafter referred to as the “Limited Payment
Amount”). The reduction of the Payments due hereunder, if applicable, shall be made by first reducing cash Payments and then, to the extent necessary, reducing
those Payments having the next highest ratio of Parachute Value (as defined below) to actual present value of such Payments as of the date of the change in
control, as determined by the Determination Firm (as defined in Section 10(b) below). For purposes of this Section 10, present value shall be determined in
accordance with Section 280G(d)(4) of the Code. For purposes of this Section 10, the “Parachute Value” of a Payment means the present value as of the date of
the change in control of the portion of such Payment that constitutes a “parachute payment” under Section 280G(b)(2) of the Code, as determined by the
Determination Firm for purposes of determining whether and to what extent the Excise Tax will apply to such Payment. For purposes of this Section 10, a
“change in control” means a change in the ownership or effective control of the Company or in the ownership of a substantial portion of the assets of the
Company, as determined in accordance with Section 280G(b)(2) of the Code and the regulations promulgated thereunder.

b. All calculations under this Section 10 shall be made by a nationally recognized accounting firm or compensation consulting firm
designated by the Company and reasonably acceptable to Executive (other than the accounting firm that is regularly engaged by any party who has effectuated a
change in control) (the “Determination Firm”). For purposes of determining whether and the extent to which the Payments will be subject to the Excise Tax:
(i) no portion of the Payments the receipt or



enjoyment of which Executive shall have waived at such time and in such manner as not to constitute a “payment” within the meaning of Section 280G(b) of the
Code shall be taken into account; (ii) no portion of the Payments shall be taken into account which, in the opinion of tax counsel (“Tax Counsel”) reasonably
acceptable to Executive and selected by the Determination Firm, does not constitute a “parachute payment” within the meaning of Section 280G(b)(2) of the
Code (including, without limitation, by reason of Section 280G(b)(4)(A) of the Code) and, in calculating the Excise Tax, no portion of such Payments shall be
taken into account which, in the opinion of Tax Counsel, constitutes reasonable compensation for services actually rendered, within the meaning of
Section 280G(b)(4)(B) of the Code, in excess of the “base amount” (as set forth in Section 280G(b)(3) of the Code) that is allocable to such reasonable
compensation; and (iii) the value of any non-cash benefit or any deferred payment or benefit included in the Payments shall be determined by the Determination
Firm in accordance with the principles of Sections 280G(d)(3) and (4) of the Code. The Determination Firm shall provide its calculations, together with detailed
supporting documentation, both to the Company and Executive within 60 days after the change in control or the date of termination, whichever is later (or such
earlier time as is requested by the Company) and, with respect to the Limited Payment Amount, shall deliver its opinion to Executive that he is not required to
report any Excise Tax on his federal income tax return with respect to the Limited Payment Amount (collectively, the “Determination”). The Company shall pay
all fees and expenses of the Determination Firm and Tax Counsel. Within 15 days after Executive’s receipt of the Determination, Executive shall have the right to
dispute the Determination (the “Dispute”). The existence of the Dispute shall not in any way affect the right of Executive to receive the Payments in accordance
with the Determination. If there is no Dispute, the Determination by the Determination Firm shall be final, binding and conclusive upon the Company and
Executive (except as provided in subsection (c) below).

c. If, after the Payments have been made to Executive, it is established that the Payments made to, or provided for the benefit of, Executive
exceed the limitations provided in subsection (a) above (an “Excess Payment”) or are less than such limitations (an “Underpayment”), as the case may be, then
the provisions of this subsection (c) shall apply. If it is established, pursuant to a final determination of a court or an Internal Revenue Service (“IRS”) proceeding
which has been finally and conclusively resolved, that an Excess Payment has been made, Executive shall repay the Excess Payment to the Company on
demand. In the event that it is determined (i) by the Determination Firm, the Company (which shall include the position taken by the Company on its federal
income tax return) or the IRS, (ii) pursuant to a determination by a court or (iii) upon a resolution to the satisfaction of Executive of a Dispute, that an
Underpayment has occurred, the Company shall pay an amount equal to the Underpayment to Executive within 10 days of such determination or resolution
together with interest on such amount at the applicable federal short-term rate, as defined under Code Section 1274(d) as in effect on the first date that such
amount should have been paid to Executive under this Agreement, from such date until the date that such Underpayment is made to Executive.

d. In the event that the provisions of Code Section 280G and 4999 or any successor provisions are repealed without succession, this
Section 10 shall be of no further force or effect.

11. Entire Agreement and Amendments. This Agreement shall constitute the entire agreement between the parties and supersedes all existing
agreements between them, whether oral or written, with respect to the subject matter hereof. Any waiver, alteration, or modification of any of the provisions of
this Agreement, or cancellation or replacement of this Agreement shall be accomplished in writing and signed by the respective parties.



12. Notices. All notices, requests, demands and other communications provided for or permitted under this Agreement shall be in writing and shall
be either personally delivered (including delivery by express couriers such as Federal Express) or sent by prepaid certified mail, return receipt requested,
addressed to the party to which notice is to be given at the address set forth above for such party, or to such other address as such party may have fixed by notice
given in accordance with the terms hereof. Any notice sent as aforesaid shall be deemed given and effective upon the earlier of (a) delivery to the address for the
receiving party provided for herein and (b) the date falling three days after notice of attempted delivery has been left at the address to which a notice to the
receiving party is to be sent hereunder.

13. Governing Law. This Agreement shall be construed in accordance with, and the rights of the parties shall be governed by, the laws of the State of
Ohio.

14. Severability. If any term or provision of this Agreement is declared illegal or unenforceable by any court of competent jurisdiction and cannot be
modified to be enforceable, such term or provision shall immediately become null and void, leaving the remainder of this Agreement in full force and effect.

15. Counterparts. This Agreement may be executed in multiple counterparts, each of which shall be deemed an original and when taken together
shall constitute one agreement.

16. Assignment. The rights and obligations of the Executive under this Agreement are personal to the Executive and are not assignable or delegable.
This Agreement may not be assigned by the Company except to an affiliate of the Company, provided that such affiliate assumes the Company’s obligations
under this Agreement; provided, further, that if the Company merges or effects a consolidation or share exchange with or into, or sells or otherwise transfers
substantially all its assets to, another business entity, the Company may assign, its rights hereunder to that business entity without the consent of the Executive,
provided that it causes such business entity to assume the Company’s obligations under this Agreement as a condition of such assignment. This Agreement shall
be binding upon the Company and any successors thereto.

17. Waiver. No waiver of any party hereto of a breach of any provision of this Agreement by any other party shall operate or be construed as a
waiver of any subsequent breach by such other party. The failure of any party hereto to take any action by reason of such breach shall not deprive such party of
the right to take action at any time while such breach continues,

18. Section 409A. Notwithstanding anything to the contrary set forth herein, this Agreement shall be interpreted and administered in a manner so that
any amount or benefit payable hereunder shall be paid or provided in a manner that is either exempt from or compliant with the requirements of Section 409A of
the Code and applicable Internal Revenue Service guidance and Treasury Regulations issued thereunder. Nevertheless, the tax treatment of the benefits provided
under the Agreement is not warranted or guaranteed. In the event that the Executive is a “specified employee” within the meaning of Section 409A of the Code
(“Section 409A”), payments under Section 9(b) of this Agreement shall not commence or be made until six (6) months following the Termination Date, or shall
be otherwise modified, but only to the minimum extent necessary to avoid the imposition of the additional twenty percent (20%) tax imposed under
Section 409A; provided, however, that any such modification shall preserve, to the maximum extent possible in a Section 409A compliant manner, the original
intent of the parties to this Agreement. In addition, the parties hereby agree that it is their intention that all payments or benefits provided under this Agreement
comply with Section 409A, and this Agreement shall be



interpreted accordingly. The Executive is advised to seek independent advice from his tax advisor(s) with respect to the application of Section 409A to any
payments or benefits under this Agreement. Notwithstanding the foregoing, the Company does not guarantee the tax treatment of any payments or benefits under
this Agreement, including without limitation under the Code or other federal, state or local.

19. Attorney’s Fees. The Company will reimburse the Executive for up to $15,000 in attorney’s fees that the Executive incurred in the negotiation,
drafting and conclusion of this Agreement. If a dispute arises between the Executive and the Company over the interpretation, application, enforcement or
termination of this Agreement, the Company will reimburse the Executive for his attorney’s fees, costs and disbursements incurred if he is the prevailing party on
at least one of the material issues in dispute.

[Signature Pages Follow]



IN WITNESS WHEREOF, the parties have caused this Agreement to be executed by the undersigned duly authorized persons as of the day and year first stated
above.
 

ATRICURE, INC.

By:  /s/ Michael Hooven
  

Name:  Michael Hooven
Title:  Office of the Chairman

/s/ Michael H. Carrel
Michael H. Carrel
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AtriCure, Inc.   Investor Relations
Andy Wade   Lynn Pieper
Vice President, Finance   Westwicke Partners
(513) 755-4564   (415) 202-5678
awade@atricure.com   lynn.pieper@westwicke.com

AtriCure Reports Third Quarter 2012 Financial Results

Highlights
 

 •  Revenue of $16.1 million – up 7.8% constant currency
 •  U.S. open heart revenue, including AtriClip, of $9.3 million – up 10.6%
 •  International sales of $3.8 million – up 16.7% constant currency

WEST CHESTER, Ohio – November 1, 2012 – AtriCure, Inc. (Nasdaq: ATRC), a medical device company and a leader in cardiac surgical ablation systems for
the treatment of atrial fibrillation, or AF, and systems for the exclusion of the left atrial appendage, today announced financial results for the third quarter of 2012.

Revenue for third quarter 2012 was $16.1 million, reflecting 6.0% growth (7.8% growth constant currency) over the third quarter of 2011. Revenue from U.S.
product sales was $12.4 million, reflecting growth of 5.1%, and revenue from product sales to international customers was $3.8 million, reflecting growth of 9.0%
or 16.7% on a constant currency basis.

“We are pleased with our performance in the third quarter which saw continued growth in domestic product sales, driven by US open heart revenue, and ongoing
strength in international markets. Our management and sales teams have remained steadfast in their commitment to executing our strategy – to increase market
share and penetration in open procedures, support our MIS business and expand our international presence,” said Dick Johnston, Chairman of AtriCure’s Board of
Directors. “We are also pleased to announce today that Mike Carrel has joined AtriCure as President and Chief Executive Officer, effective November 1, 2012.
We believe Mike will be instrumental in leading the company to capitalize on our AF approval, the strength of our product portfolio, ongoing marketing and
education initiatives and clinical programs to drive shareholder value.”

Third Quarter Financial Results

Revenue for the third quarter of 2012 was $16.1 million, an increase of $0.9 million or 6.0% compared to third quarter 2011 revenue. Domestic revenue increased
5.1% to $12.4 million, including $1.6 million in sales of the AtriClip system. International revenue was $3.8 million, an increase of $0.3 million or 9.0% (16.7%
on a constant currency basis) when compared to $3.5 million for the third quarter of 2011. International revenue growth was driven primarily by an increase in
sales in European markets.



Gross profit for the third quarter of 2012 was $11.5 million compared to $11.1 million for the third quarter of 2011. Gross margin for the third quarter of 2012
was 71.6% compared to 72.8% for the third quarter of 2011. The decrease in gross margin was due primarily to our investment in manufacturing and quality
systems to transition and maintain the manufacturing of PMA approved products and to support our expanding operations.

Operating expenses for the third quarter of 2012 increased 14.7%, or $1.8 million, to $14.1 million from $12.3 million for the third quarter of 2011. The increase
in operating expenses was driven primarily by a combination of increased selling, marketing and training expenses as well as non-recurring severance charges in
the quarter.

Loss from operations for the third quarter of 2012 was $2.5 million compared to $1.2 million for the third quarter of 2011. Adjusted EBITDA, a non-GAAP
measure, was a loss of $1.0 million for the third quarter of 2012. Net loss per share was $0.16 for the third quarter of 2012 and $0.07 for the third quarter of 2011.

Cash, cash equivalents and investments were $13.0 million at September 30, 2012, and cash used in operations during the third quarter of 2012 was $0.5 million.

Conference Call

AtriCure will host a conference call at 4:30 p.m. Eastern Time on Thursday, November 1, 2012 to discuss its third quarter 2012 financial results. A live webcast
of the conference call will be available online from the investor relations page of AtriCure’s corporate website at www.atricure.com.

Pre-registration is available and recommended for this call at the following URL: https://www.theconferencingservice.com/prereg/key.process?key=PJLC7TYK6

You may also access this call through an operator by calling (888) 680-0893 for domestic callers and (617) 213-4859 for international callers at least 15 minutes
prior to the call start time using reservation code 74114405.

The webcast will be available on AtriCure’s website and a telephonic replay of the call will also be available through December 3, 2012. The replay dial-in
numbers are (888) 286-8010 for domestic callers and (617) 801-6888 for international callers. The reservation code is 96443161.

About AtriCure, Inc.

AtriCure, Inc. is a medical device company and a leader in developing, manufacturing and selling innovative cardiac surgical ablation systems designed to create
precise lesions, or scars, in cardiac, or heart, tissue for the treatment of atrial fibrillation, or AF, and systems for the exclusion of the left atrial appendage. The
Company believes cardiothoracic surgeons are adopting its ablation products for the treatment of AF during concomitant open-heart surgical procedures and sole-
therapy minimally invasive procedures. AF affects more than 5.5 million people worldwide and predisposes them to a five-fold increased risk of stroke. The FDA
has not cleared or approved certain AtriCure products for the treatment of AF or a reduction in the risk of stroke.



Forward-Looking Statements

This press release contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements
include statements that address activities, events or developments that AtriCure expects, believes or anticipates will or may occur in the future, such as earnings
estimates, other predictions of financial performance, launches by AtriCure of new products and market acceptance of AtriCure’s products. Forward-looking
statements are based on AtriCure’s experience and perception of current conditions, trends, expected future developments and other factors it believes are
appropriate under the circumstances and are subject to numerous risks and uncertainties, many of which are beyond AtriCure’s control. These risks and
uncertainties include the rate and degree of market acceptance of AtriCure’s products, AtriCure’s ability to develop and market new and enhanced products, the
timing of and ability to obtain and maintain regulatory clearances and approvals for its products, the timing of and ability to obtain reimbursement of procedures
utilizing AtriCure’s products, competition from existing and new products and procedures or AtriCure’s ability to effectively react to other risks and uncertainties
described from time to time in AtriCure’s SEC filings, such as fluctuation of quarterly financial results, reliance on third party manufacturers and suppliers,
litigation or other proceedings, government regulation and stock price volatility. AtriCure does not guarantee any forward-looking statement, and actual results
may differ materially from those projected. AtriCure undertakes no obligation to publicly update any forward-looking statement, whether as a result of new
information, future events or otherwise.

Use of Non-GAAP Financial Measures

To supplement AtriCure’s condensed consolidated financial statements prepared in accordance with U.S. generally accepted accounting principles, or GAAP,
AtriCure uses certain non-GAAP financial measures in this release as supplemental financial metrics. Non-GAAP financial measures provide an indication of
performance excluding certain items. Our management believes that in order to properly understand short-term and long-term financial trends, investors may wish
to consider the impact of these excluded items in addition to GAAP measures. The excluded items vary in frequency and/or impact on our continuing operations
and our management believes that the excluded items are typically not reflective of our ongoing core business operations. Further, management uses results of
operations before these excluded items as a basis for its strategic planning. The non-GAAP financial measures used by AtriCure may not be the same or
calculated the same as those used by other companies. Reconciliations of the non-GAAP financial measures used in this release to the most comparable GAAP
measures for the respective periods can be found in tables later in this release. Non-GAAP financial measures have limitations as analytical tools and should not
be considered in isolation or as a substitute for AtriCure’s financial results prepared and reported in accordance with GAAP.



ATRICURE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In Thousands, Except Per Share Amounts)
(Unaudited)

 
   Three Months Ended September 30,   Nine Months Ended September 30,  
   2012   2011   2012   2011  
Revenue   $ 16,139   $ 15,222   $ 51,883   $ 47,639  
Cost of revenue    4,590    4,137    14,871    12,383  

    
 

   
 

   
 

   
 

Gross profit    11,549    11,085    37,012    35,256  

Operating expenses:      
Research and development expenses    2,905    3,069    9,180    8,893  
Selling, general and administrative expenses    11,173    9,207    33,178    29,399  

    
 

   
 

   
 

   
 

Total operating expenses    14,078    12,276    42,358    38,292  
    

 
   

 
   

 
   

 

Loss from operations    (2,529)   (1,191)   (5,346)   (3,036) 

Other (expense) income    (27)   47    (148)   (314) 
    

 
   

 
   

 
   

 

Loss before income tax expense    (2,556)   (1,144)   (5,494)   (3,350) 

Income tax expense    (11)   (12)   (20)   (26) 
    

 
   

 
   

 
   

 

Net loss   $ (2,567)  $ (1,156)  $ (5,514)  $ (3,376) 
    

 

   

 

   

 

   

 

Basic and diluted net loss per share   $ (0.16)  $ (0.07)  $ (0.34)  $ (0.22) 
    

 

   

 

   

 

   

 

Weighted average shares used in computing net loss per common share:      
Basic and diluted    16,278    15,811    16,143    15,608  

    

 

   

 

   

 

   

 



ATRICURE, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(In Thousands)
(Unaudited)

 
   September 30,  December 31, 
   2012   2011  
Assets    

Current assets:    
Cash, cash equivalents and short-term investments   $ 13,048   $ 14,183  
Accounts receivable    9,391    9,514  
Inventories    6,878    6,563  
Other current assets    802    933  

    
 

   
 

Total current assets    30,119    31,193  

Property and equipment, net    3,205    2,351  
Intangible assets    36    45  
Long-term investments    —      —    
Other assets    384    270  

    
 

   
 

Total assets   $ 33,744   $ 33,859  
    

 

   

 

Liabilities and Stockholders’ Equity    

Current liabilities:    
Accounts payable and accrued liabilities   $ 9,570   $ 9,266  
Current maturities of debt and capital lease obligations    2,034    1,543  

    
 

   
 

Total current liabilities    11,604    10,809  

Long-term debt and capital lease obligations    6,866    4,926  
Other liabilities    1,713    2,509  

    
 

   
 

Total liabilities    20,183    18,244  
Stockholders’ equity:    

Common stock    17    16  
Additional paid-in capital    122,268    118,853  
Other comprehensive income (loss)    7    (37) 
Accumulated deficit    (108,731)   (103,217) 

    
 

   
 

Total stockholders’ equity    13,561    15,615  
    

 
   

 

Total liabilities and stockholders’ equity   $ 33,744   $ 33,859  
    

 

   

 



ATRICURE, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In Thousands)
(Unaudited)

 
   Nine Months Ended September 30,  
   2012   2011  
Cash flows from operating activities:    

Net loss   $ (5,514)  $ (3,376) 
Adjustments to reconcile net loss to net cash used in operating activities:    

Share-based compensation    2,941    2,249  
Depreciation and amortization    1,520    1,492  
Write-off of deferred financing costs and discount
on long-term debt    —      153  
Amortization of deferred financing costs and
discount on long-term debt    81    94  
(Gain) loss on disposal of equipment    (12)   51  
Amortization/accretion on investments    16    —    

Change in allowance for doubtful accounts    (21)   23  
Changes in assets and liabilities    
Accounts receivable    125    506  
Inventories    (319)   (880) 
Other current assets    122    (202) 
Accounts payable and accrued liabilities    (510)   (885) 
Other non-current assets and liabilities    (174)   (84) 

    
 

   
 

Net cash used in operating activities    (1,745)   (859) 

Cash flows from investing activities:    
Purchases of available-for-sale securities    (8,538)   (12,602) 
Maturities of available-for-sale securities    8,100    9,156  
Purchases of equipment    (2,372)   (852) 
Net proceeds from the sale of assets    24    89  

    
 

   
 

Net cash used in investing activities    (2,786)   (4,209) 

Cash flows from financing activities:    
Proceeds from borrowings of debt    10,000    7,500  
Payments on debt and capital leases    (7,568)   (3,661) 
Proceeds from stock option exercises    562    1,056  
Payment of debt fees    (78)   (81) 
Proceeds from issuance of common stock under employee stock purchase plan    372    346  
Shares repurchased for payment of taxes on stock awards    (372)   (735) 

    
 

   
 

Net cash provided by financing activities    2,916    4,425  
Effect of exchange rate changes on cash and cash equivalents    59    (156) 

    
 

   
 

Net decrease in cash and cash equivalents    (1,556)   (799) 

Cash and cash equivalents—beginning of period    9,759    4,231  
    

 
   

 

Cash and cash equivalents—end of period   $ 8,203   $ 3,432  
    

 

   

 



ATRICURE, INC.
RECONCILIATION OF GAAP RESULTS TO NON-GAAP RESULTS

(In Thousands)
(Unaudited)

Reconciliation of Non-GAAP Adjusted Earnings (Adjusted EBITDA)
 

   Three Months Ended September 30,   Nine Months Ended September 30,  
   2012   2011   2012   2011  
Net loss, as reported   $ (2,567)  $ (1,156)  $ (5,514)  $ (3,376) 
Income tax expense    11    12    20    26  
Other expense (income) (a)    27    (47)   148    314  
Depreciation and amortization expense    467    414    1,520    1,492  
Share-based compensation expense    1,111    712    2,941    2,249  

    
 

   
 

   
 

   
 

Non-GAAP adjusted (loss) earnings (adjusted
EBITDA)   $ (951)  $ (65)  $ (885)  $ 705  

    

 

   

 

   

 

   

 

   Three Months Ended September 30,   Nine Months Ended September 30,  
(a) Other includes:   2012   2011   2012   2011  
Net interest expense   $ (187)  $ (165)  $ (609)  $ (638) 
Grant income    117    85    379    109  
(Loss) gain due to exchange rate fluctuation    (42)   17    (77)   154  
Non-employee stock option income    85    110    159    61  

    
 

   
 

   
 

   
 

Other (expense) income   $ (27)  $ 47   $ (148)  $ (314) 
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AtriCure Names Michael H. Carrel President and Chief Executive Officer

WEST CHESTER, Ohio – November 1, 2012 – AtriCure, Inc. (Nasdaq: ATRC), a medical device company and a leader in cardiac surgical ablation systems for
the treatment of atrial fibrillation, or AF, and systems for the exclusion of the left atrial appendage, today announced that Michael Carrel has been appointed
President and Chief Executive Officer of the Company, effective immediately.

Mike Carrel was most recently the President and Chief Executive Officer of Vital Images, a publicly-traded medical imaging software company (Nasdaq: VTAL),
from 2008 until it was sold to Toshiba in 2011. He stayed on as Chief Executive Officer of the new business unit within Toshiba until 2012 when the integration
was successfully completed. He originally joined Vital Images in January 2005 as Chief Operating and Financial Officer. During his time at Vital, Mike worked
extensively with surgeons, cardiologists, radiologists, oncologists and neurologists in developing and taking new products to market. Under his leadership, the
company grew revenue and profitability, increased global market share, expanded its presence to over 90 countries and raised $100 million in equity financing.

“Mike is an industry veteran with an excellent track record for growing organizations, driving corporate development activities and successfully building
commercial platforms to create value for shareholders,” said Dick Johnston, Chairman of AtriCure’s Board of Directors. “We believe that his leadership and
operational expertise will lead AtriCure to enhanced profitability and success as we seek to continue to grow our market share in the US and expand our
international business. We welcome Mike to AtriCure and are confident that the Company can continue to build from its solid foundation and strong growth
prospects.”

“I am pleased to be joining AtriCure, a Company with an established and growing presence in atrial fibrillation and stroke prevention, a talented workforce and
well-established relationships with its clinical partners and customers,” said Mr. Carrel. “I look forward to working with the Board and the management team to
strengthen the Company’s financial and operational performance, drive the commercialization of the current and future pipeline and position AtriCure to achieve
its full potential, creating value for shareholders.”



About AtriCure, Inc.

AtriCure, Inc. is a medical device company and a leader in developing, manufacturing and selling innovative cardiac surgical ablation systems designed to create
precise lesions, or scars, in cardiac, or heart, tissue for the treatment of atrial fibrillation, or AF, and systems for the exclusion of the left atrial appendage. The
Company believes cardiothoracic surgeons are adopting its ablation products for the treatment of AF during concomitant open-heart surgical procedures and sole-
therapy minimally invasive procedures. AF affects more than 5.5 million people worldwide and predisposes them to a five-fold increased risk of stroke. The FDA
has not cleared or approved certain AtriCure products for the treatment of AF or a reduction in the risk of stroke.

Forward-Looking Statements

This press release contains “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements
include statements that address activities, events or developments that AtriCure expects, believes or anticipates will or may occur in the future, such as earnings
estimates, other predictions of financial performance, launches by AtriCure of new products and market acceptance of AtriCure’s products. Forward-looking
statements are based on AtriCure’s experience and perception of current conditions, trends, expected future developments and other factors it believes are
appropriate under the circumstances and are subject to numerous risks and uncertainties, many of which are beyond AtriCure’s control. These risks and
uncertainties include the rate and degree of market acceptance of AtriCure’s products, AtriCure’s ability to develop and market new and enhanced products, the
timing of and ability to obtain and maintain regulatory clearances and approvals for its products, the timing of and ability to obtain reimbursement of procedures
utilizing AtriCure’s products, competition from existing and new products and procedures or AtriCure’s ability to effectively react to other risks and uncertainties
described from time to time in AtriCure’s SEC filings, such as fluctuation of quarterly financial results, reliance on third party manufacturers and suppliers,
litigation or other proceedings, government regulation and stock price volatility. AtriCure does not guarantee any forward-looking statement, and actual results
may differ materially from those projected. AtriCure undertakes no obligation to publicly update any forward-looking statement, whether as a result of new
information, future events or otherwise.

# # #


