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PART |

ITEM 1. BUSINESS
OVERVIEW

Greatbatch, Inc. was founded in 1970 and is a Delaworporation incorporated in 1997. When usdtigreport, the terms “Greatbatch,”
“we,” “us,” “our” and the “Company” mean Greatbatd¢hc. and its subsidiaries. The Company conduitseiditial public offering in 2000.

” w ” w

In connection with the realignment of our operatitigicture in 2013 to optimize profitable growthieh included changing our management
and reporting structure, we reevaluated our opegathd reporting segments. Beginning in the foquarter of 2013, we have two reportable
segments: Greatbatch Medical and QiG Group (“Qi®%required, prior year amounts have been rediedsn order to conform them to the
current year presentation. Greatbatch Medical designd manufactures products where Greatbatch eitlres the intellectual property or has
unigue manufacturing and assembly expertise. Ttanfiial results of Greatbatch Medical include tiverfer Implantable Medical and
Electrochem Solutions (“Electrochem”) segments]uediog QiG. These products include medical devered components for the cardiac,
neuromodulation, orthopaedics, portable medicacukar and energy markets among others. The Gtehthaedical segment also offers
value-added assembly and design engineering serfgcenedical devices that utilize its componemidorcts.

QIG focuses on developing medical device systemsdme of healthcare’s most pressing challengeseftetts Greatbatch’s strategic
evolution of its product offerings in order to mithe growth and profitability profile of the Commpa Through the research and development
professionals in QiG, the Company is now invesiimthree areasrew medical device systems commercialization, bollative programs wi
OEM customers, and strategic equity positionsantsip companies - to grow a diversified and digtire portfolio. The medical device
systems developed by QiG are manufactured by GagitiMedical.

The Company's customers include large multi-natioriginal equipment manufacturers (“OEMs”).

Since Greatbatch, Inc. was incorporated, it hasptetad the following acquisitions either directlyindirectly through one of its subsidiaries:

Acquisition Date Acquired Company Business at Time of Acquisition

July 1997 Wilson Greatbatch Ltd. Founded in 1970, designed and manufactured
batteries for implantable medical and commercial
applications.

August 1998 Hittman Materials and Medical Compdsgimc. Founded in 1962, designed and manufactured

ceramic and glass feedthroughs and specialized
porous coatings for electrodes used in implantable
medical devices (“IMDs").

August 2000 Battery Engineering, Inc. Founded in 1983, designed and manufactured
high-energy density batteries for industrial,
commercial, military and medical applications.

June 2001 Sierra-KD Components  Founded in 1986, designed and manufactured cereitromagnetic
division of Maxwell filtering capacitors and integrated them with wigedthroughs for use
Technologies, Inc. in IMDs as well as military, aerospace and comnatpplications.

July 2002 Globe Tool and Founded in 1954, designed and manufactured preogsiolosures used
Manufacturing Company, in IMDs and commercial products used in the aerospelectronics ar
Inc. automotive sectors.

March 2004 NanoGram Devices Founded in 1996, developed nanoscale materialsafibery and medici
Corporation device applications.

April 2007 BIOMEC, Inc. Established in 1998, provided medical device deaihcomponent

integration to early-stage and established custemer
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Acquisition Date Acquired Company Business at Time of Acquisition

June 2007 Enpath Medical, Inc. Founded in 1981, designed, developed, and manuéattu
venous introducers and dilators, implantable leagkyi
steerable sheaths and steerable catheters.

October 2007 IntelliSensing LLC Founded in 2005, designed and manufactured battery-
powered wireless sensing solutions for commercial
applications.

November 2007 Quan Emerteq LLC Founded in 1998, designed, developed, and manuéattu
catheters, stimulation leadwires, microcomponents a
assemblies.

November 2007 Engineered Assemblies Corporation Founded in 1984, designed and integrated custotarpat
solutions and electronics focused on rechargegiterss
for industrial, commercial, military and portabledical
applications.

January 2008 P Medical Holding SA Founded in 1994, designed, manufactured and supplie
delivery systems, instruments and implants for the
orthopaedics industry.

February 2008 DePuy Orthopaedi€iaumont, France manufacturi Manufactured hip and shoulder implants for DePuy
facility Orthopaedics.
December 2011 Micro Power Electronics, Inc. (“Mi¢tower”) Founded in 1990, designed custom battery packstsma

chargers and power supplies for industrial, myitand
portable medical applications.

February 2012 NeuroNexus Technologies, Inc. Founded in 2004, medical device design firm spizia
(“NeuroNexus”) in developing neural interface technology, compasen
and systems.

FINANCIAL STATEMENT YEAR END

We utilize a fifty-two, fifty-three week fiscal yeanding on the Friday nearest Decembet 3Hiscal years 2013, 2012 and 2011 ended on
January 3, 2014, December 28, 2012 and Decemb@03Q, respectively. Fiscal year 2013 containgg-fliree weeks and fiscal years 2012
and 2011 contained fifty-two weeks.

SEGMENT INFORMATION

In connection with the realignment of our operatitigicture in 2013, which included changing our aggament and reporting structure, we
reevaluated our operating and reporting segmeiginBing in the fourth quarter of 2013, we have teportable segments: Greatbatch
Medical and QiG. Segment information including sdl®m external customers, profit or loss, and tadsg segment as well as sales from
external customers and long-lived assets by gebgrapea are set forth at Note 19 “Business Segn@atgraphic and Concentration Risk
Information” of the Notes to Consolidated Finan@@htements contained in Item 8 of this report.

Greatbatch Medical

Greatbatch Medical's products include medical des/end components for the cardiac, neuromoduladibingpaedics, portable medical,
vascular and energy markets among others. A bes€ription of these products and markets follows:

Cardiac and neuromodulatienProducts include batteries, capacitors, filtexed unfiltered feedthroughs, engineered componengdantable
stimulation leads and enclosures used in IMDs. #altklly, we offer value-added assembly for thdd®$. An IMD is an instrument that is
surgically inserted into the body to provide diagisand/or therapy. One sector of the IMD markegisliac, which is comprised of devices
such as implantable pacemakers, implantable cagdievdefibrillators (“ICD”), cardiac resynchrontian therapy (“CRT”") devices, and
cardiac resynchronization therapy with backup d#f@ion devices (“CRT-D”"). Another sector of thD market is neuromodulation, which
is comprised of pacemaker-type devices that stitaularves for the treatment of various conditi@®yond established therapies of pain
control, incontinence and movement disorders (lRada’s disease and epilepsy), nerve stimulation fotregment of other disabilities suct
migraines, obesity and depression has shown progiisisults.







The following table sets forth the main categodébattery-powered IMDs and the principal illnessgmptoms treated by each device:

Device Market Size (in billions) Principal lliness or Symptom

Pacemakers $4.0 Abnormally slow heartbeat (Bradycardia)

ICDs $3.7 Rapid and irregular heartbeat (Tachycardia)

CRT/CRT-Ds $3.0 Congestive heart failure

Neurostimulators $2.6 Chronic pain, movement disorders, epilepsy, obesityepression
Cochlear hearing devices $0.8 Hearing loss

IMD systems generally include an implantable pgjererator (“IPG”) and one or more stimulation leadis IPG is a battery powered device
that produces electrical pulses. The lead theresattis electrical pulse from the IPG to the hespinal cord or other location in the body. Our
portfolio of proprietary technologies, products aagbabilities has been built to provide our cardiad neuromodulation customers with a
single source for the vast majority of the compds@md subassemblies required to manufacture amif&ad, to include complete lead
systems. Our investments in research and develdgmasrgenerated proprietary products such as theQ Q MR ®and Qcapacitor® primary
battery and capacitor lines, which have enableddiM partners to make improvements in their systéfierings in terms of device reliability,
size, longevity and power. Our XcellidHline of Lithium-lon rechargeable batteries levemdecades of implantable battery research,
development and manufacturing expertise. Thisdineells now includes the optional CoreGudYfdeature, which enables batteries to
discharge to zero volts without performance degiada

We believe that the cardiac and neuromodulatiorkatarcontinue to exhibit fundamentals that positlia product line for growth. Factors t
are impacting these markets are as follows:

» Growing patient population Implantable pacemakers and ICDs remain primaryafies for a number of critical clinical conditiomspst o
which are non-elective in nature. As the prevalasfamany of these clinical conditions increase veigie, underlying population
demographics in developed countries will provideeagine for procedure growth.

» Focus on emerging market©OEM'’s have increased their focus and investmeekpand physicians' awareness of these life chgngi
therapies, which we believe will result in incregssilization to improve quality of life for moreagients globally. These growth initiatives
will drive increased utilization of existing carditechnologies and provide an avenue for new deuicetechnology development as device
manufacturers look to develop unique productstiesé markets.

» Trends in device featuresIMD evolution continues to favor the developmehsmaller, longer lasting devices with increasauatctionality
and more physiologic shapes. Innovative battergac#or, enclosure, and filtering solutions suclithase provided by Greatbatch Medical
are critical to the realization of these marketdsee

» Growth within neuromodulation Neuromodulation applications continue to growa ster pace than traditional markets, and arectgd
to continue to expand as new therapeutic applicatése identified. There continues to be growttliimcal data supporting new
applications and a growing focus and excitemenhfatinicians looking for treatment alternatives ébrallenging patient conditions.
Additionally, core neuromodulation markets—Ilikersgdicord stimulation—that rely significantly on atts for co-pays, are positioned to
see stronger growth as global economic marketagitien. Many cardiac OEM companies are also OEMisemeuromodulation market,
which positions us to capitalize on both driversmafrket growth.

¢ Disruptive TechnologiesTwo disruptive device technologies, sub-cutand@Bs and leadless pacemakers, gained signifidaiftikty in
2013. Our portfolio of technologies and next getieradevelopment efforts are vital to the advancainoé these new therapy platforms.

Orthopaedics- Products include hip and shoulder joint recomsion implants, bone plates and spinal devices,iestduments and delivery
systems used in hip and knee replacement, trawagofn, extremity and spine surgeries. Orthopagdmants are used in reconstructive
surgeries to replace or repair hips, knees and gihrgs, such as shoulders, ankles and elbowshidnat deteriorated as a result of disease or
injury. Trauma implant systems are used primadlyeattach or stabilize damaged bone or tissuesvité body heals. Spinal implant systems
are used by orthopaedic surgeons and neurosurgethestreatment of degenerative diseases, def@srand injuries in various regions of the
spine.

Each implant system typically has an associatedument set that is used in the surgical procettunesert that specific implant system.
Instruments included in a set vary by implant systdsually, instrument sets are sterilized aftehesse and then reused, however, recent
trends are moving towards single use instrumema@ases are used to store, transport and arragent systems and other medical devices
and related surgical instruments. Orthopaedic teagsgenerally designed to allow for sterilizateond re-use after an implant or other surgical
procedure is performed. The majority of casesaitered for
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specific implant procedures so that the instrumentplants and other devices are arranged to ntatebrder of use in the procedure and are
securely held in clearly labeled, custom-formediets or brackets.

Many of the factors affecting the orthopaedics readegment are similar to the cardiac and neurotatidn markets and include:

» Aging population in developed marketSonditions like osteoarthritis and spine degenenadire underlying drivers of a diverse spectrui
reconstructive therapies, and increase signifigamith age. Continued growth in the 65+ populatialong with an increased desire to
remain active, will provide a driver for procedugabwth.

» Rates of obesity-Rates of obesity globally have continued to ris&] are expected to do so for the foreseeablesfuixcess weight
carriage exacerbates wear on joints and will ditveneed for replacement and revision procedures.

» New implant and surgical technolo- The orthopaedic market continues to see a grofaags on minimally invasive procedures across a
number of sectors including joint reconstructiod apinal fusion, potentially expanding the usehefse therapeutic approaches.

« Growth in emerging markets-Growing affluence in emerging markets has provideapportunity for global growth of a number of
orthopaedic procedures. Patient populations outsideveloped markets continue to be underpenetratal investment from large device
manufacturers in these markets will provide forgeaural growth of established therapies.

We estimate that the orthopaedics market represebidsbillion market opportunity for Greatbatch NMed.

Vascular- Products include introducers, steerable sheatheatheters that deliver minimally invasive théagor many end-user markets
including coronary and neurovascular disease, perg vascular disease, interventional radiologgcular access, atrial fibrillation, and
interventional cardiology, as well as productsrf@dical imaging and drug and pharmaceutical delivdiost of these markets are expected to
experience significant global procedural growthrabe next few years. Introducers enable physidiartseate a conduit through which they
can insert infusion catheters, implantable porsgemaker leads and other therapeutic devices iblooa vessel. A catheter is a tube that can
be inserted into a blood vessel to deliver a theutip device or allow drainage, injection of fluids access by surgical instruments.

Our products seek to capitalize on the growth endlrdiac and vascular markets, especially sinag/raithe large cardiac OEMs are also in
the vascular markets. This gives us an opportuaitievelop close strategic partnerships that cdeviaged across markets, an opportunity
that will grow in significance as OEMs continuectinsolidate their operating divisions. In addittorthose factors that are driving the cardiac
and neuromodulation markets, increased demandashaling driven by continued focus on minimallyasive procedures. Patients, healthcare
providers, and payors are looking for minimallyasie technologies to treat disease, expandingsbef catheter based procedures and
associated vascular therapies. We also contingegtrong growth in the vascular markets becdube increased prevalence and treatment
of peripheral artery disease as well as new inicatfor tissue extraction or ablation.

We believe that the vascular market represents3at$llion market opportunity for Greatbatch Medica

Portable Medical, Energy, Military and Environmdnt&reatbatch Medical also provides customized bafiewer and management systems,
charging and docking stations, and power supplésdesign customized primary (non-rechargeable)sacdndary (rechargeable) battery
solutions which are used in the portable medigaygy, military and environmental markets. Our @iynand secondary power solutions are
used where failure is not an option.

Greatbatch Medical's primary lithium power soluspwhich include high, moderate and low rate nechargeable cell solutions, are utilize
extreme conditions and can withstand exceptiortatiin and low temperatures, sterilization, and gggbck and vibration. Our product designs
incorporate protective circuitry, glass-to-metatrhetic seals, fuses and diodes to help ensuredafable and reliable power as devices are
subjected to these harsh conditions. Our primattebas are often used in remote and demanding@mwients, including down hole drilling
tools, military communication devices, oceanograiioys and more.

In addition to primary power solutions, Greatbattédical offers customized secondary or rechargeadttery packs, in a diverse range of
chemistries for critical applications requiring hacgeable solutions. Rechargeable chemistriesdedithium ion, lithium ion polymer, nickel
metal hydride, nickel cadmium, lithium iron phosfghand sealed lead acid. Greatbatch Medical’s rgelahle battery packs include advanced
electronics, smart charging and battery manageBsystéms and are used in critical and life-savingieations, including automated external
defibrillators, ventilators, powered surgical ingtrents and portable oxygen concentrators, amoregth

The portable medical market trends continue tcalerible with an aging population and the shiftrfrdinical to home settings for portable
equipment to monitor and provide therapy. This rarrkpresents a strong opportunity despite cosspre from healthcare reform. New
product development in this market is vibrant asaustomers continue to invest in the
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future to position for growth. We estimate that pogtable medical market represents a $1.0 biliamket opportunity for Greatbatch Medical.

The following table summarizes information about Gueatbatch Medical products:

Product Description Principal Product Attributes
Batteries Lithium iodine (“Li lodine”) High reliability and predictability;
Lithium silver vanadium oxide (“Li SVO”) Long service life;
Lithium carbon monoflouride (“Li CFx") Customized configuration;
Lithium ion rechargeable (“Li lon”) Light weight;
Lithium SVO/CFx (“QHR” & “Q MR™) High energy density, small size
Capacitors Storage for energy generated by arpdtéfore Stores more energy per unit volume (energy density)
delivery to the heart. Used in ICDs and CRT-Ds. than other existing technologies; Customized
configuration
EMI filters Filters electromagnetic interferencelimit High reliability attenuation of EMI RF over wide

undesirable response, malfunctioning or degradatifsaquency ranges; Customized design
in the performance of electronic equipment

Feedthroughs Allow electrical signals to be brdugim inside Ceramic to metal seal is substantially more durable
hermetically sealed IMD to an electrode than traditional seals; Multifunctional

Coated electrodes Deliver electric signal fromfeéresdthrough to a High quality coated surface; Flexible in utiliziagy
body part undergoing stimulation combination of biocompatible coating surfaces;

Customized offering of surfaces and tips

Precision components Machined High level of manufacturing precision;
Molded and over molded products Broad manufacturing flexibility
Enclosures and related Titanium Precision manufacturing, flexibility in configuratis
components Stainless steel and materials
Value-added assemblies Combination of multiple ponents in a single Leveraging products and capabilities to provide
package/unit subassemblies and assemblies;

Provides synergies in component technology and
procurement systems

Stimulation leads Cardiac, neuromodulation andihgaestoration ~ Custom and unique configurations that increaseapiy
stimulation leads effectiveness, provide finished device design and
manufacturing

Introducers Creates a conduit to insert infusiatheters, Variety of sizes and materials that facilitate peot-
guidewires, implantable ports, pacemaker leads afficte access in a variety of clinical applications
other therapeutic devices into a blood vessel

Catheters Delivers therapeutic devices to spesifics in the  Enable safe and effective delivery of therapeutid a
body diagnostic devices, providing the right balance of
steerability, trackability and crossability to reabe
intended location

Cases and trays Delivery systems for cleaningsterilizing High degree of customization;
orthopaedic instruments and implants Short, predictable development and production
timelines
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Product Description Principal Product Attributes

Implants Orthopaedic implants for large joint, spine, Precision manufacturing, leveraging capabilitied an
extremity and trauma procedures product processes including sterile packaging and
coatings
Instruments Reusable and single use orthopaestimiments for Designed to improve surgical techniques, reduce

large joint, spine, extremity and trauma proceduresurgery time, and increase surgical precision

Primary cells Low-rate Optimized rate capability, shock and vibration sest,
Moderate-rate high and low temperature tolerant, high energy ttigns
High rate (spiral) Wide Range Ability to operate in low and high temp application

Primary and secondary batteryHighly-customized pack solutions Diverse portfolio of cells in various sizes, tengtere

packs ranges and rate capabilities, custom-engineered and

designed, value-add charging and battery manageme
systems for secondary packs

A majority of the components and devices Greatbitedical sells incorporate proprietary technologiBsese proprietary technologies proy
an entry barrier for new competitors, and furtlitlexisting competitors from duplicating our praxs. In addition to these proprietary
technologies, our proprietary “know-how” in the roéarcture of these products provides further bagriercompetition.

QiG GROUP

QIG focuses on developing medical device systemsdme of healthcare’s most pressing challengeseftetts Greatbatch’s strategic
evolution of its product offerings in order to mithe growth and profitability profile of the Commpya QiG encompasses 120 research and
development professionals across the U.S. working portfolio of new and innovative product oppaities. QiG has established relationsi
with highly specialized physicians across the &1 Europe that help support the design of medieake systems with unique benefits to
improve clinical outcomes. QiG provides differete@medical devices to OEM customers by acceleydkia velocity of innovation while
delivering optimized supply chain and cost efficies. We are utilizing our market research to daueintellectual property portfolio with a
goal of improved return on investment.

QIG utilizes a disciplined and diversified portfmipproach with three investment modes: new medake systems commercialization,
collaborative programs with OEM customers, andagia equity positions in start-up companies. Taeatopment of certain new medical
device systems are facilitated through the estaiént of limited liability corporations (“LLC"). Tése LLCs do not own, but have the
exclusive right to use the technology of Greatb&teuical in certain, specifically designed fieldsuse and have an exclusive manufacturing
agreement with Greatbatch Medical. QiG currentlnsw9% - 100% of three LLCs. The minority interefsthese LLCs was granted to key
opinion leaders, clinicians and strategic partia¢ie near the time the LLC was established. Uttt LC agreement, QIiG is liable for 100%
of the expenses incurred by the LLC. However, moine is distributed to the minority holders of theC until QiG is reimbursed for all
expenses paid. Once QiG has been fully reimbuedkfijture net income is distributed based uponréspective LLCs ownership percentages
One of the LLCs established by QiG is for our spamad stimulator to treat chronic intractable pafrthe trunk and/or limbs. This product was
submitted for Food and Drug Administration (“FDAdihd CE Mark approval near the end of 2013. Anaotiredical device system being
developed by QiG is an implantable loop recorderctrdiac arrhythmia diagnostics. QiG is in thdyeatages of development of two additic
medical device systems, which are targeting apmtevel emerging indications. Additionally, basedmufite technology acquired from
NeuroNexus, QiG is developing a platform of -film electrodes for neuromodulation leads, subt&ys and components.

Current QiG revenue includes sales of neural iatertechnology, components and systems to the seéenee and clinical markets. Future
income of QiG is expected to come from various sesiincluding investment gains from the sales df ldwnership interests, technology
licensing fees, royalty revenue, and/or the salesealical device systems to OEM customers.

RESEARCH AND DEVELOPMENT

Our position as a leading developer and manufactinmedical devices and components is largelydiselt of our long history of
technological innovation. We invest substantiabteses in research, development and engineerings€@entists, engineers and technicians
focus on improving existing products, expandinguke of our products and developing new produntaddition to our internal technology
and product development efforts, we also engagadritesearch institutions
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for unique technology projects. In order to faai the development of new and improved medicakdsyin 2008 we significantly increased
our investments in research and development. Nestiments in medical device systems (includinggpsfit and SG&A), which are being
facilitated through QIiG, totaled $30.5 million, $82nillion and $27.3 million for 2013, 2012 and 2Qtespectively. Further information
regarding our research and development activigaesbe found in the “Product Development” sectioiiterh 7 of this report.

PATENTS AND PROPRIETARY TECHNOLOGY

We rely on a combination of patents, licenses gisetrets and know-how to establish and protegpimprietary rights to our technologies and
products. Often, several patents covering varispeets of the design protect a single product. @lieve this provides broad protection of the
inventions employed.

As of January 3, 2014, we have 625 active U.Snpsiend 344 active foreign patents. We also ha®el2®%. and 241 foreign pending patent
applications at various stages of approval. Dutirggpast three years, we have been granted 18¥rfgvpatents, 55 of which were granted in
2013. As a result of QiG’s development of comphatdical device systems, the amount of intellegiuaperty being generated by the
Company has accelerated. Of the 1,489 patentsatedtp pending, approximately 537 of these retataut medical device systems.

We are also a party to several license agreematitghird parties under which we have obtainedyarying terms, exclusive or non-exclusive
rights to patents held by them. An example of tregeements is the license of basic technology imsedr wet tantalum capacitors, filtered
feedthroughs, biomimetic coatings, safety needbesMRI compatible lead systems. We have also gdamdgdats to our patents to others under
license agreements.

It is our policy to require our management and mécdl employees, consultants and other partienigaatcess to our confidential information
to execute confidentiality agreements. These ageatsrprohibit disclosure of confidential informatito third parties except in specified
circumstances. In the case of employees and camssilthe agreements generally provide that afidgential information relating to our
business is the exclusive property of Greatbatch.

MANUFACTURING AND QUALITY CONTROL

We leverage our strength as an innovative desigmeémanufacturer of finished devices and comporterttsee medical device industry. Our
manufacturing and engineering services includeigdesesting, component production, and devicerabbe We have integrated our
proprietary technologies in our own products aras¢hof our customers throughout the medical dawidestry. Our flexible, high productivity
manufacturing capabilities span sites in Tijuanaxio, Beaverton, OR, Plymouth, MN, Minneapolis, Mi{. Wayne, IN, Indianapolis, IN,
Alden, NY, Clarence, NY, Raynham, MA, and Chauméinance.

Due to the highly regulated nature of the produetgproduce, we have implemented strong qualityesystwhich are harmonized across our
enterprise. The quality systems at our sites anmgptiant with and certified to various recognizetkimational standards, requirements, and
directives. Each site quality system is certifiedler an applicable International Organization f@am8ardization (“ISO") quality system
standard, such as ISO 13485 or ISO 9001. Thisficatton requires, among other things, an impleredrjuality system that applies (where
applicable) to the design and manufacture of corapts assemblies and finished medical devicesyditaj component quality and supplier
control. Maintenance of these certifications focteéacility requires periodic re-examination fromiadependent notified body.

Along with ISO 13485, the facilities producing fhied medical devices are subject to extensiveigatbus regulation by numerous
government bodies, including the FDA and comparatiernational regulatory agencies in order to ghipduct worldwide. For these facilities,
we maintain FDA registration and compliance toaglplicable domestic and international regulati@@mnpliance with applicable regulatory
requirements is subject to continual review ana@itored through periodic inspections by FDA atiteo international regulatory bodies.

SALES AND MARKETING

We sell our products directly to our customers20i.3, approximately 49% of our products were solthe U.S. Sales outside the U.S. are
primarily to customers whose corporate officeslacated and headquartered in the U.S. Informatganrding our sales by geographic area is
set forth at Note 19 “Business Segment, GeogragiticConcentration Risk Information” of the NoteOmnsolidated Financial Statements
contained in Item 8 of this report.

Although the majority of our customers contracthas to develop custom components and assemblfiethieir product specifications, we
also provide system and device solutions readynfanket distribution by OEMs. As a result, we hastablished close working relationships
between our internal program managers and our mgsto We market our products and technologiesdafsiiny meetings and trade shows
domestically and internationally.

Internal account executives support all activitd amvolve engineers and technology professionathénsales process to address customer
requests appropriately. For system and deviceisokjtwe partner with our customers’ research, etang, and clinical groups to jointly
develop technology platforms in alignment with th@oduct roadmaps and therapy needs.
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We leverage our account executives with supponhfemgineering to design and sell product solutioftsour targeted markets. Our account
executives are trained to assist our customersl@ciing appropriate chemistries and configuratidvie market our products and services
through well-defined selling strategies and marigettampaigns that are customized for each of ithestnies we target.

Over the last several years we have significamthyaaced our sales and marketing capabilities. fdssincluded moving account executives
closer to our major customers, upgrading our dakeg with new sales talent, enhancing our salesneigsion programs, and intensifying our
market research. Additionally, we have placed &nltil emphasis on reaching long-term agreementsait OEM customers in order to
secure our revenue base. At times, we have prowidedustomers with price concessions in exchaageritering into long-term agreements
and certain volume commitments. We estimate thategimately 70 percent of our revenue is generfitad long-term (three- to seven-year)
agreements.

Firm backlog orders at January 3, 2014 and Dece2®e2012 were approximately $170 million and $i@ion, respectively. The majority
of the orders outstanding at January 3, 2014 greatzd to be shipped within one year.

CUSTOMERS

Our Greatbatch Medical customers include large immaltional OEMs and their affiliated subsidiariegls as, in alphabetical order here and
throughout this report, Biotronik, Boston SciemtifiHalliburton Company, Johnson & Johnson, MedtroRhilips Healthcare, Smith &
Nephew, Sorin Group, St. Jude Medical, Stryker, Zintimer. During 2013, 2012, and 2011, Johnson &d3oh, Medtronic and St. Ju
Medical collectively accounted for 49% , 46% an@®badf our total sales, respectively. We have beecessful in leveraging our diversified
product line to further penetrate these customedssalling into more of their operating divisiomsich cover the cardiac, neuromodulation,
vascular and orthopaedic markets. QiG custometgdemumerous scientists, hospitals and univessitisoughout the world who perform
research for the neuroscience and clinical markets.

The nature and extent of our selling relationshiih wach OEM customer is different in terms of loitbeof products purchased, selling prices,
product volumes, ordering patterns and inventormagament. For customers with long-term contraceshave negotiated fixed pricing
arrangements for pre-determined volume levels piiting fixed at each level. In general, the higther volume level, the lower the pricing.
We have pricing arrangements with our customensahtimes do not specify minimum order quantit& recognize revenue when it is
realized or realizable and earned. This occurs vgleesuasive evidence of an arrangement existyettelhas occurred, the price is fixed or
determinable, the buyer is obligated to pay us fia@ment is not contingent on a future event) riieof loss is transferred, there is no
obligation of future performance, collectabilityrsasonably assured and the amount of future iettan reasonably be estimated. Those
criteria are met at the time of shipment when pidases.

Our visibility to customer ordering patterns is paaelatively short period of time. Our customexay have inventory management programs,
vertical integration plans and/or alternate sugphangements which we are unaware of. Additionditig,relative market share among the C
manufacturers changes periodically. Consequelihthse and other factors can significantly impactsales in any given period. Our customers
may initiate field actions with respect to markeleased products. These actions may include predoalis or communications with a
significant number of physicians about a produdabeling issue. The scope of such actions carerénogn very minor issues affecting a small
number of units to more significant actions. Thare a number of factors, both short-term and lemgyt related to these field actions that may
impact our results. In the short-term, if a produas to be replaced, or customer inventory levaleho be restored, demand will increase.
Also, changing customer order patterns due to niatkare shifts or accelerated device replacemeaysaiso have a positive or negative
impact on our sales results in the near-term. Thasee factors may have longer-term implicationswels Customer inventory levels may
ultimately have to be rebalanced to match new deiman

SUPPLIERS AND RAW MATERIALS

We purchase certain critical raw materials fronmatéd number of suppliers due to the technicaliglienging requirements of the supplied
product and/or the lengthy process required toifyulese materials both internally and with oustmimers. We cannot quickly establish
additional or replacement suppliers for these naltebecause of these rigid requirements. For theseal raw materials, we maintain
minimum safety stock levels and contractually partmith suppliers to help ensure the continuitgwbply. Historically, we have not
experienced any significant interruptions or deliasysbtaining critical raw materials.

For noneritical raw material purchases, we utilize comipetipricing methods such as bulk purchases, pusaioetal pool buys, blanket ord:
and long-term contracts to secure supply. We beltbat there are alternative suppliers or substipnbducts available at competitive prices for
all of these non-critical raw materials.

As discussed more fully in Item 1A “Risk Factorsiir business depends on a continuous supply ofrraigrials from a limited number of
suppliers. If an unforeseen interruption of suppére to occur, we may be unable to obtain substitut
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sources for these raw materials on a timely basismderms acceptable to us, which could harm bilityato manufacture our products
profitably or on time. Additionally, we may be unato quickly establish additional or replacemarniiers for these materials as there are a
limited number of worldwide suppliers.

COMPETITION

Our existing and potential competitors include legdMD manufacturers such as Biotronik, Bostoneatiic, Johnson & Johnson, Medtronic,
Smith & Nephew, Sorin Group, St. Jude Medical, ¢ryand Zimmer that currently have vertically imegd operations and may expand their
vertical integration capability in the future. Coatipors also include independent suppliers whocsiy specialize in one type of component.
Our known non-vertically integrated competitorslinte the following:

Product Line Competitors
Medical batteries Eagle-Picher

Quallion
Capacitors Critical Medical Components
Feedthroughs Alberox (subsidiary of The Morganditrie Co. PLC)
EMI filtering AVX (subsidiary of Kyocera)

Eurofarad
Enclosures Heraeus

Hudson

National

Machined and molded components ~ Numerous

Value added assembly Numerous
Catheters Creganna
Teleflex

Vention medical

Introducers Pressure Products
Theragenics (Galt)
Merit Medical
Stimulation leads Oscor

Orthopaedic trays, instruments and Accelent
implants Avalign Technologies
IMDS
Micropulse, Inc.
Juno
Orchid
Sandvik
Symmetry
Paragon
Tecomet

Primary Power Solutions Tracer Technologies
Engineered Power
Saft
Ultralife

Secondary Power Solutions Totex
Palladium
ICC/Nexeray



BMZ
Ultralife
Saft
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GOVERNMENT REGULATION

As described below, our business is subject tactlgevernmental regulation including the laws aagiutations generally applicable to all
businesses in the jurisdictions in which we openate are subject to federal, state and local enwental laws and regulations governing the
emission, discharge, use, storage and disposazsirtious materials and the remediation of contdinimassociated with the release of these
materials at our facilities and at off-site disgdeaations. Our manufacturing and research, deyreknt and engineering activities may involve
the controlled use of small amounts of hazardouenads. Liabilities associated with hazardous malteeleases arise principally under the
Federal Comprehensive Environmental Response, Qusafien and Liability Act and analogous state l#éweg impose strict, joint and several
liabilities on owners and operators of contamindéailities and parties that arrange for the ofé slisposal of hazardous materials. We are no
aware of any material noncompliance with the emrmental laws currently applicable to our business\se are not subject to any material
claim for liability with respect to contaminatiohany of our facilities or any off-site location.a¥nay, however, become subject to these
environmental liabilities in the future as a resflbur historic or current operations.

Our products are subject to regulation by numegm&rnment agencies, including the FDA and comparaleign agencies. For some of our
component technology, we have “master files"record with the FDA. Master files may be usegrovide proprietary and confidential deta
information about technology, facilities, processgsarticles used in the manufacturing, procesgiagkaging and storing of one or more
medical device components. These master files rmaysbd by device manufacturers to support thein@rket approval application (“PMA”),
investigational device exemption application (“IDEr premarket notification (“510(k)").

In the U.S., our introducer and delivery cathetedpcts are considered Class Il devices. The 5I@fdess requires us to demonstrate that ot
new medical devices are substantially equivaletlegally marketed medical device. In order topgupa substantial equivalence claim, we
must submit supporting data. In Europe, these device considered Class lla and Class Ill, respdygtiunder European Medical Device
Directives. These Directives require companieswhslh to manufacture and distribute medical devindsuropean Union member countries to
obtain a CE Marking for those products, which iadiécthat the products meet minimum standards dbpeance, essential requirements,
safety conformity assessment and quality.

The PMA process is a more rigorous process thagjsired to demonstrate that a new medical degisafie and effective. This is demonstri
by generating data regarding the design, manufagtprocesses, materials, bench testing, and anéstihg and typically requiring human
clinical data. Some of our products that we arestigning are Class 11l medical devices that regaif®MA or, in the European Union,
premarket approval through submission of a Desigssigr.

As a manufacturer of medical devices and comporteatgo into medical devices, we are also sultgeperiodic inspection by the FDA for
compliance with the FDA’s Quality System Requiretseand the applicable notified body in the Europdaion to ensure conformity to the
Medical Device Directives and Active Implantable dital Device Directives. We believe that our quadibntrols, development, testing,
manufacturing, labeling, marketing and distributafrour medical devices conform to the requiremeifiall pertinent regulations.

Our sales and marketing practices are subjectdaton by the U.S. Department of Health and HurBarvices pursuant to federal anti-
kickback laws, and are also subject to similareskaivs.

We are also subject to various other environmetresportation and labor laws as well as varigherodirectives and regulations both in the
U.S. and abroad. We believe that compliance wigseHaws will not have a material impact on ouliteapxpenditures, earnings or
competitive position. Given the scope and naturihete laws, however, they may have a material ginraour operational results in the
future.

The Patient Protection and Affordable Care Act tiedHealth Care and Education Affordability Recéiation Act (collectively “Health Care
Reform”) legislated broad-based changes to the lwe8lthcare system that could significantly impaat business operations and financial
results, including higher or lower revenue, as waslhigher employee medical costs and taxes. HEalth Reform imposes significant new
taxes on medical device OEMs, which will resultisignificant increase in the tax burden on ouustdy and which could have a material
negative impact on our financial condition, resolft®perations and our cash flows. Other elemehksealth Care Reform such as comparative
effectiveness research, an independent paymerga@ghiioard, payment system reforms including shaaethgs pilots and other provisions
could meaningfully change the way healthcare istigmed and delivered, and may materially impactenoms aspects of our business, results
of operations and financial condition. Many sigrafint parts of Health Care Reform will be phasedvier the next several years and require
further guidance and clarification in the form efulations. The new medical device tax, which vfiectve in 2013, increased our cost of
sales by $0.5 million.

On August 22, 2012, the U.S. Securities and Exch&wgmmission (“SEC”) issued a rule under Sectidd21&f the Dodd-Frank Wall Street
Reform and Consumer Protection Act requiring conggato publicly disclose their use of conflict mials that originated in the Democratic
Republic of the Congo (“DRC”) or an adjoining cogntUnder the rule, issuers are required
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to conduct a reasonable due diligence processtrtai the source of conflict minerals, definedaatalum, tin, gold or tungsten, that are
necessary to the functionality or production ofitmeanufactured or contracted to be manufacturedymts. Companies are required to provide
this disclosure on a new form to be filed with 8C called Form SD. Companies are required td-filen SD by May 31, 2014 for the 2013
calendar period and annually by May 31 every yeardafter. We anticipate additional, new compliact@sts to be incurred since we utilize all
of the minerals specified in the rule. We are uedblquantify the cost of implementing this newulagjon at this time.

RECRUITING AND TRAINING

We invest substantial resources in our recruitiffigres to focus on a quality workforce that willgeort our business objectives. Our goal is to
provide our associates with growth opportunitiesatigmpting to fill many of our open employmentigioss internally. We further meet our
hiring needs through outside sources, as requikedhave an active talent review process includingraprehensive development program in
place for senior management in order to ensurerevalale to implement our strategic plan.

We provide training for our associates designeeldiacate them on safety, quality, business strasgypur culture. Our safety training
programs educate associates on basic industritlygafactices while emphasizing the importancermving emergency response procedures.
Our training programs focus on the methodologiestanhnical competencies required to support cuaed future business needs with a
strong focus on quality and continuous improvement.

Supporting our commitment to learning, we offer agsociates tuition reimbursement and encourage theontinue their education at
accredited colleges and universities. We have ksiteldl a number of programs designed to challenden@otivate our associates specifically
encouraging continuous improvement, supervisoryleadership skills. We believe ongoing developniemniecessary to ensure our associate:
utilize best practices, and share a common undelistg of work practices and performance expectation

EMPLOYEES

The following table provides a breakdown of our éoypes:

Manufacturing — U.S. 1,74¢
General and administrative — U.S. 147
Sales and marketing — U.S. 72
Research, development and engineering — U.S. 258
Chaumont, France facility 247
Switzerland facility 5
Tijuana, Mexico facility 91t
Total 3,38¢

We also employ a number of temporary employeesdistus with various projects and service funstiand address peaks in staff
requirements. Our employees at our Chaumont, Frandd ijuana, Mexico facilities are representedlynion. Nearly all of the positions at
our Chaumont, France and Tijuana, Mexico faciliies manufacturing related. We believe that we lzageod relationship with our
employees.

EXECUTIVE OFFICERS OF THE COMPANY

Information concerning our executive officers isggnted below as of March 4, 2014 . The officenshs of office run from year to year until
the first meeting of the Board of Directors occagrimmediately following our Annual Meeting of Sktwlders, and until their successors are
elected and qualified, except in the case of gadbath, retirement, resignation or removal.

Mauricio Arellano , age 47, is Executive Vice President for Globaéf@tions and has served in that office since J048.2-rom December
2010 to June 2013, he was President of Greatba&zhdsll. Mr. Arellano served as Senior Vice Presidan Business Leader of our Cardiac
and Neurology Group from October 2008 until Decen# 0, Senior Vice President and Business LeadenroCRM and Neuromodulation
Group from January 2008 to October 2008, Senioe VAresident and Business Leader of our Medicalti®okiGroup from November 2006 to
January 2008, and as Vice President of Greatbattidd from January 2005 to November 2006. Mr. Anadl joined our Company in October
2003 as the Plant Manager of our former Carson, Git¥ facility. Prior to joining our Company, he sed in a variety of human resources and
operational roles with Tyco Healthcare - Especaigs Medicas Kenmex and with Sony de Tijuana Este.
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George M. Cintra, age 52, is Senior Vice President & Chief TechgplO®fficer, and has served in that role since RO13. Mr. Cintra had
previously served as Vice President of Researchieldpment & Engineering of our Electrochem Solusitrusiness since joining Greatbatc!
August 2010. Prior to joining Greatbatch, he wastiSa Head & Technical Manager, Research & Develepimvith Procter & Gamble from
January 2007 to July 2010. Mr. Cintra previouslidhgositions with Gillette Co, Duracell, W.R. Graaed Alcoa.

Michael Dinkins , age 59, is Executive Vice President & Chief FiiahOfficer, and has served in that office sinai@ijng our Company in
May 2012. From 2008 until May 2012, he was Exeautfice President and Chief Financial Officer of WiSurance Services, an insurance
intermediary company. From 2005 until 2008, he &rscutive Vice President and Chief Financial OfficeHilb Rogal & Hobbs Co., an
insurance and risk management services compargy. tBrihat, Mr. Dinkins held senior positions atignt Corporation, Access Worldwide
Communications, Cadmus Communications Group ane&faeilectric Company.

Michelle Graham , age 47, is Senior Vice President for Human Ressjrand has served in that office since joining@ampany in
December 2010. From 2005 until December 2010, slteehnumber of senior human resources positioBsiasch & Lomb, most recently as
Vice President of Human Resources for its Globaldfi Care division.

Andrew P. Holman, age 46, is Executive Vice President, Global S&lésarketing, and has served in that role sinceeJ2@13. He joined
Greatbatch in April 2012 as Vice President of Saled Marketing for Greatbatch Medical. From Septen#©09 to October 2011, Mr. Holm
served as Executive Vice President, Sales & Mangefor DJO Global, Inc., and from October 2005unel 2009, he served as President of th
Americas for the Orthopaedics business unit of BRiNephew, Inc. Mr. Holman previously held varicgasles and marketing leadership
positions at Johnson & Johnson, Inc., Boston Sifie@orporation and Xerox Corporation.

Thomas J. Hook, age 51, has served as our President & Chief ExecOfficer since August 2006. Prior to August 808e was our Chief
Operating Officer, a position he assumed upon fgirdur Company in September 2004. From August 2002 September 2004, Mr. Hook
was employed by CTI Molecular Imaging where he aded as President, CTI Solutions Group.

Timothy G. McEvoy , age 56, is Senior Vice President, General Couas#cretary, and has served in that office singgijg our Company
in February 2007. From 1992 until January 200Avae employed in a variety of legal roles by Mantideers and Traders Trust Company.

AVAILABLE INFORMATION

We make available free of charge through our Imewebsite our annual report on Form 10-K, quartesports on Form 10-Q, current reports
on Form 8-K and amendments to those reports fitddraished pursuant to Section 13(a) or 15(dhef$ecurities Exchange Act of 1934 as
soon as reasonably practicable after we electriyiile those reports with, or furnish them toetBEC. Our Internet address is
www.greatbatch.comThe information contained on our website is mobrporated by reference in this annual report@mFL0-K and should
not be considered a part of this report. Thesesteray also be obtained free of charge by writteuest made to Christopher J. Thome,
Assistant Corporate Controller — Reporting and 8th&ervices, Greatbatch, Inc., 10000 Wehrle D@latence, New York 14031.

CAUTIONARY FACTORS THAT MAY AFFECT FUTURE RESULTS

Some of the statements contained in this annuartrep Form 10K and other written and oral statements made fiiome to time by us and o
representatives are not statements of historicalioent fact. As such, they are “forward-lookirigtsments” within the meaning of

Section 27A of the Securities Act of 1933, as amneendnd Section 21E of the Securities ExchangoAt934, as amended. We have based
these forward-looking statements on our curreneetgiions, and these statements are subject torkand unknown risks, uncertainties and
assumptions. Forward-looking statements includeistants relating to:

« future sales, expenses and profitabi

« future development and expected growth of our lassirand industr

e our ability to execute our business model and oginess strateg

« our ability to identify trends within our industsi@nd to offer products and services that meethihaging needs of those markets;
e projected capital expenditur

You can identify forward-looking statements by teratlogy such as “may,” “will,” “should,” “could,” &xpects,” “intends,” “plans,”
“anticipates,” “believes,” “estimates,” “predictsotential” or “continue” or “variations” or theagative of these terms or other comparable
terminology. These statements are only predictidiotual events or results may differ materiallynfréhose stated or implied by these forward
looking statements. In evaluating these statensrdsour prospects, you should carefully consideifaletors set forth below. All forward-
looking statements attributable to us or persotisgon our behalf are expressly qualified in tresitirety by these cautionary factors and to
others contained throughout this report. We areeund
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no duty to update any of the forward-looking statats after the date of this report or to conforesthstatements to actual results.

Although it is not possible to create a comprehanBst of all factors that may cause actual restdtdiffer from the results expressed or
implied by our forward-looking statements or thatynaffect our future results, some of these fagtarside the following: our dependence
upon a limited number of customers; customer ondgpatterns; product obsolescence; our inabilitméwket current or future products;
pricing pressure from our customers; our abilityinoely and successfully implement cost reductiod plant consolidation initiatives; our
reliance on third party suppliers for raw materigioducts and subcomponents; fluctuating operagsglts; our inability to maintain high
quality standards for our products; challengesuoirtellectual property rights; product liabiligfaims; our inability to successfully
consummate and integrate acquisitions and to eeajimergies and to operate these acquired busiiesaecordance with expectations; our
unsuccessful expansion into new markets; our filardevelop new products including medical degigstems; our inability to obtain licenses
to key technology; regulatory changes or consdbidan the healthcare industry; global economiddexincluding currency exchange rates
interest rates; the resolution of various legailoast brought against the Company; and other riskisumcertainties that arise from time to time
and are described in Item 1A “Risk Factors” of th@port.

ITEM 1A. RISK FACTORS.

Our business faces many risks. Any of the risksudised below, or elsewhere in this report or inater SEC filings, could have a material
impact on our business, financial condition or hssof operations.

Risks Related To Our Business

We depend heavily on a limited number of customersnd if we lose any of them or they reduce their lsiness with us, we would lose a
substantial portion of our revenues.

In 2013, Johnson & Johnson, Medtronic and St. Meical, collectively accounted for approximateB@4 of our revenues. Our supply
agreements with these customers may not be renéwetiermore, many of our supply agreements deootain minimum purchase level
requirements and therefore there is no guaranmades of revenue that we can depend upon undez Hreements. The loss of any large
customer or a reduction of business with that eustdfor any reason would harm our business, firsmeindition and results of operations.

If we do not respond to changes in technology, ouaroducts may become obsolete and we may experierecéoss of customers and lower
revenues.

We sell our products to customers in several iassthat experience rapid technological changes, product introductions and evolving
industry standards. Without the timely introduct@mew products and enhancements, our productsemites will likely become
technologically obsolete over time and we may Bsgnificant number of our customers. In additiother new products introduced by our
customers may require fewer of our components. @fcdte a significant amount of resources to theld@ment of our products and
technologies and we would be harmed if we did neéncustomer requirements and expectations. Ohilitgafor technological or other
reasons, to successfully develop and introducearehinnovative products could result in a lossusitemers and lower revenues.

If we are unable to successfully market our currenbr future products, our business will be harmed ad our revenues and operating
results will be adversely affected.

The markets for our products have been growingaemt years. If the markets for our products dognotv as forecasted by industry experts,
our revenues could be less than expected. In additiis difficult to predict the rate at whichetimarkets for our products will grow or at wh
new and increased competition will result in madeguration. Slower growth in the cardiac and newadulation, orthopaedic, portable
medical, vascular or energy markets in particulauld negatively impact our revenues. In additios,face the risk that our products will lose
widespread market acceptance. Our customers magontihue to utilize the products we offer and akeamay not develop for our future
products.

We may at times determine that it is not technycafleconomically feasible for us to continue tomumiacture certain products and we may not
be successful in developing or marketing them. Adidally, new technologies that we develop maybtapidly accepted because of industry
specific factors, including the need for regulatolgarance, entrenched patterns of clinical praaiud uncertainty over third party
reimbursement. If this occurs, our business wilheemed and our operating results will be negatiaéected.
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We are subject to pricing pressures from customersyhich could harm our operating results.

We have made price concessions to some of ourrlaugomers in recent years and we expect custprassure for price concessions will
continue. Price concessions or reductions may cawseperating results to suffer. In addition, @ejay or failure by a large customer to make
payments due to us would harm our operating reaultsfinancial condition.

We rely on third party suppliers for raw materials, key products and subcomponents and if we are unabko obtain these materials,
products and subcomponents on a timely basis or derms acceptable to us, our ability to manufacturgroducts will suffer.

Our business depends on a continuous supply ofiraterials. The principal raw materials used inlmuginess include lithium, iodine, gold,
palladium, stainless steel, aluminum, cobalt chraaalum, platinum, ruthenium, gallium trichlagidantalum pellets, vanadium pentoxide,
iridium, and titanium. The supply and price of theaw materials are susceptible to fluctuationstdueansportation, government regulations,
price controls, foreign civil unrest, economic dita or other unforeseen circumstances. Increasitipigdemand for these raw materials has
caused prices of these materials to increase gigntfy. In addition, there are a limited numbemafridwide suppliers of several raw materials
needed to manufacture our products. We may nobleeta continue to procure raw materials criticabtrr business or to procure them at
acceptable price levels.

In addition, we rely on third party manufacturesstipply many of our products and subcomponentsiuféaturing problems may occur with
these and other outside sources, as a suppliefaiay develop and supply products and subcomptEt®nus on a timely basis, or may supply
us with products and subcomponents that do not meejuality, quantity and cost requirements. i ahthese problems occur, we may be
unable to obtain substitute sources for these mtscand subcomponents on a timely basis or on tacesptable to us, which could harm our
ability to manufacture our own products and compbmerofitably or on time. In addition, to the exttéhe processes our suppliers use to
manufacture products and subcomponents are prapriete may be unable to obtain comparable subcapme from alternative suppliers.

We may never realize the full value of our intangike assets, which represent a significant portion afur total assets.

At January 3, 2014 , we had $ 443.1 million of ng#le assets, representing 50¥%our total assets. These intangible assets dqméisarily of
goodwill, trademarks, tradenames, customer listpa@tented technology arising from our acquisitigdsodwill and other intangible assets
with indefinite lives are not amortized, but arstézl annually or upon the occurrence of certaimswehich indicate that the assets may be
impaired. Definite lived intangible assets are amed over their estimated useful lives and aretefor impairment upon the occurrence of
certain events which indicate that the assets redynpaired. We may not receive the recorded valuedr intangible assets if we sell or
liquidate our business or assets. In additionstheificant amount of intangible assets increakegisk of a large charge to earnings in the
event that the recoverability of these intangildseds is impaired. In the event of such a chargamoings, the market price of our common
stock could be affected. In addition, intangibleeds with definite lives, which represent $ 76.1liam of our net intangible assets at January 3
2014 , will continue to be amortized. We incurretht amortization expenses relating to these inbd@agssets of $13.2 million in 2013 . These
expenses will reduce our future earnings or in@eas future losses.

Quality problems with our products could harm our reputation and erode our competitive advantage.

Our products are held to high quality and perforoeastandards. In the event our products fail totriieese standards, our reputation could be
harmed, which could damage our competitive advanteguse us to lose customers and result in loevenues.

Quality problems with our products could result in warranty claims and additional costs.

We generally allow customers to return defectivelamaged products for credit, replacement, or exghaWe generally warrant that our
products will meet customer specifications and balfree from defects in materials and workmanshdaitionally, we carry a safety stock of
inventory for our customers which may be impactgavarranty claims. We reserve for our exposure aoranty claims based upon recent
historical experience and other specific informatis it becomes available. However, these resemagsot be adequate to cover future
warranty claims and additional warranty costs eeirtory write-offs may be incurred which could hawor operating results.

Regulatory issues resulting from product complaintsor recalls, or regulatory audits could harm our aility to produce and supply
products or bring new products to market.

Our products are designed, manufactured and disédbglobally in compliance with all applicable wations and standards. However, a
product complaint, recall or negative regulatorgdiamay cause products to be removed from the mahe harm

-16 -




our operating results or financial condition. Irdain, during the period in which corrective actis being taken by us to remedy a complaint
recall or negative audit, regulators may not allew products to be cleared for marketing and sale.

If we become subject to product liability claims, ar operating results and financial condition couldsuffer.

The manufacturing and sale of our products expede potential product liability claims and prodoetalls, including those that arise from
failure to meet product specifications, misuse affamction, or design flaws, or use of our prodweith components or systems not
manufactured or sold by us. Many of our productscamponents and function in interaction with austomersmedical devices. For examg
our batteries are produced to meet electrical pedace, longevity and other specifications, butatieial performance of those products is
dependent on how they are utilized as part of tistoeners’ devices over the lifetime of the produBt®duct performance and device
interaction from time to time have been, and maghafuture be different than expected for a nunafeeasons. Consequently, it is possible
that customers may experience problems with theglioal devices that could require device recatitber corrective action, where our
batteries met the specification at delivery, andéasons that are not related primarily or ataaliny failure by our product to perform in
accordance with specifications. It is possible thatcustomers (or end-users) may in the futurerafizat our products caused or contributed t
device failure. Even if these assertions do nat tegproduct liability or contract claims, they ditnarm our reputation and our customer
relationships.

Provisions contained in our agreements with keyarners attempting to limit our damages, includimgvsions to limit damages to liability
for negligence, may not be enforceable in all insés or may otherwise fail to protect us from liapfor damages. Product liability claims or
product recalls, regardless of their ultimate omtepcould require us to spend significant time layaehey in litigation and require us to pay
significant damages. The occurrence of productlifglzlaims or product recalls could affect ouravpting results and financial condition.

We carry product liability insurance with coverapat is limited in scope and amount. We may naaffde to maintain this insurance at a
reasonable cost or on reasonable terms, or athadl.insurance may not be adequate to protectaisistca product liability claim that arises in
the future.

Our operating results may fluctuate, which may makat difficult to forecast our future performance and may result in volatility in our
stock price.

Our operating results have fluctuated in the padtae likely to fluctuate significantly from quartto quarter due to a variety of factors,
including the following:

e asubstantial percentage of our costs are fixedture, which results in our operations beindipalarly sensitive to fluctuations in
production volumes;

» changes in the mix of our revenue represented byarious products and customers could resultdoiecgons in our profits if the mix ¢
our revenue represented by lower margin producteases;

» timing of orders placed by our principal custom&h® account for a significant portion of our revesuan:

« increased costs of raw materials or supf

If we are unable to protect our intellectual propety and proprietary rights, our business could be akcted.

We rely on a combination of patents, licenses gisgtrets and know-how to establish and protectighits to our technologies and products.
As of January 3, 2014 , we held 625 active U.Setatand 344 active foreign patents. However, tifygssve have taken and will take in the
future to protect our rights may not be adequatieter misappropriation of our intellectual progeth addition to seeking formal patent
protection whenever possible, we attempt to praiactproprietary rights and trade secrets by emgerito confidentiality and non-compete
agreements with employees, consultants and thittepavith which we do business. However, these@agents may be breached and if
breached, there may be no adequate remedy avditabeand we may be unable to prevent the unam#itbdisclosure or use of our technical
knowledge, practices and/or procedures. If ouretisetrets become known, we may lose our competitivantages. Additionally, as patents
and other intellectual property protection expie mvay lose our competitive advantage.

If third parties infringe or misappropriate our g@atls or other proprietary rights, our businessatel seriously harmed. We may be required tc
spend significant resources to monitor our intéllatproperty rights, or we may not be able to deitgfringement of these rights and may lose
our competitive advantages associated with oulléateial property rights before we do so. In adudtiticompetitors may design around our
technology or develop competing technologies tioatat infringe on our proprietary rights.
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We may be subject to intellectual property claimswhich could be costly and time consuming and couldivert our management from
our business operations.

In producing our products, third parties may cléivat we are infringing on their intellectual profyerights, and we may be found to have
infringed those intellectual property rights. Weynee unaware of intellectual property rights ofesththat may be used in our technology and
products. In addition, third parties may claim that patents have been improperly granted and maly ® invalidate our existing or future
patents. If any claim for invalidation prevailetirt parties may manufacture and sell productsdbatpete with our products and our revenue
from any related license agreements would decraasgrdingly. We also typically do not receive sfigaint indemnification from parties that
license technology to us against third party claiimitellectual property infringement.

Any litigation or other challenges regarding outgueis or other intellectual property could be goatid time consuming and could divert our
management and key personnel from our businessitiges. The complexity of the technology involvadproducing our products, and the
uncertainty of intellectual property litigation ie@ases these risks. Claims of intellectual propeftingement may also require us to enter into
costly royalty or license agreements. However, veg mot be able to obtain royalty or license agregmen terms acceptable to us, or at all.
We also may be made subject to significant damagagunctions against development and sale ofppaducts.

We may not be able to attract, train and retain a sfficient number of qualified employees to maintainand grow our business.

Our success will depend in large part upon ouiitghid attract, train, retain and motivate highkjlied employees. There is currently aggres
competition for employees who have experiencedhnelogy and engineering. We compete intensely otitler companies to recruit and hire
from this limited pool. The industries in which \wempete for employees are characterized by higidenf employee attrition. Although we
believe we offer competitive salaries and benefits may have to increase spending in order tocattirain and retain personnel.

We are dependent upon our senior management team @key personnel and the loss of any of them couldysificantly harm us.

Our future performance depends to a significantegpon the continued contributions of our semanagement team and key technical
personnel. Our products are highly technical iureatin general, only highly qualified and trairemdentists have the necessary skills to de\
our products. The loss or unavailability to us iy anember of our senior management team or a kéyieal employee could significantly
harm us. We face intense competition for thesegsibnals from our competitors, customers and campaperating in our industry. To the
extent that the services of members of our senaragement team and key technical personnel woulsh&eailable to us for any reason, we
would be required to hire other personnel to marsamgeoperate our Company and to develop our predunt technology. We may not be able
to locate or employ such qualified personnel oreptable terms.

We may not realize the expected benefits from ourost savings and consolidation initiatives or thoskitiatives may have unintended
consequences, which may harm our business or resubf operations.

We have incurred significant charges related t@ouarcost savings and consolidation efforts. Theisiatives were undertaken to improve our
operational effectiveness, efficiencies and prbfitty. Additional information regarding these iitives is discussed in the “Cost Savings and
Consolidation Efforts” section of Item 7 to thigpoet. Cost reduction efforts under these initiagivrgclude various cost and efficiency
improvement measures such as, headcount redudii@niglocation of certain resources as well asigigtmative and functional activities, the
closure of certain facilities, the transfer of e@wtproduction lines, the sale of certain non-egit assets and other efforts to streamline our
business, among other actions. These measuresyelddinintended consequences, such as distragtionr management and employees,
business disruption, disputes with customers tiatirbeyond our planned reduction in workforce agdliced employee productivity. If any of
these unintended consequences were to occur, thiy eegatively affect our business, sales, firenmndition and results of operations. In
addition, headcount reductions and customer disputey subject us to the risk of litigation, whiakutd result in substantial cost. Moreover,
our expense reduction programs result in charge®apenses that impact our operating results. Weategguarantee that these measures, or
other expense reduction measures we take in thesfuwill result in the expected cost savings.
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We may make acquisitions that could subject us to aumber of operational risks and we may not be suessful in integrating companie:
we acquire into our existing operations.

We have made and expect to make in the future sitignis that complement our core competenciesdhrntelogy and manufacturing to enable
us to manufacture and sell additional productsutoexisting customers and to expand our busingsgétated markets. Implementation of our
acquisition strategy entails a number of risksluding:

* inaccurate assessments of potential liabilities@ated with the acquired busines

» the existence of unknown or undisclosed liabilifssociated with the acquired busines

« diversion of our managemestattention from our core busines:

* potential loss of key employees or customers ofttgpiired business:

» difficulties in integrating the operations angucts of an acquired business or in realizinggoted revenue growth, efficiencies and
cost savings; and

* increases in indebtedness and limitation in oulitgltd access capital if need:

Our acquisitions have increased the size and saooper operations, and may place a strain on ouragerial, operational and financial
resources and systems. Any failure by us to mattaggrowth and successfully integrate these adépris could harm our business and our
financial condition and results.

If we are not successful in making acquisitions texpand and develop our business, our operating relkst may suffer.

One facet of our growth strategy is to make actjars that complement our core competencies inmteldlgy and manufacturing to enable u
manufacture and sell additional products to oustéxg customers and to expand our business indegtimarkets. Our continued growth may
depend on our ability to identify and acquire compa that complement or enhance our business @aptadile terms. We may not be able to
identify or complete future acquisitions. Someldf tisks that we may encounter include expensegiassd with and difficulties in identifyin
potential targets, the costs associated with uresstal acquisitions, and higher prices for acquamahpanies because of competition for
attractive acquisition targets.

Accidents at any of our facilities could delay prodction and affect our operations.

Our business involves complex manufacturing praeeasd hazardous materials that can be dangerous émployees. Although we employ
safety procedures in the design and operation ofamilities, there is a risk that an accident eatth could occur. Any accident, such as a
chemical spill or fire, could result in significamanufacturing delays or claims for damages rewyftiom injuries, which would harm our
operations and financial condition. The potentalility resulting from any such accident or deaththe extent not covered by insurance, ¢
harm our financial condition or operating resuiey disruption of operations at any of our faci#j and in particular our larger facilities, cc
harm our business.

We may face competition that could harm our businesand we may be unable to compete successfully againew entrants and
established companies with greater resources.

Competition in connection with the manufacturingoaf medical products may intensify in the futu®@ae or more of our medical customers
may undertake additional vertical integration atitres and begin to manufacture some or all of tt@inponents that we currently supply them
which could cause our operating results to suffae market for commercial power sources is competifragmented and subject to rapid
technological change. Many other commercial powerce suppliers are larger and have greater fiajragerational, personnel, sales,
technical and marketing resources than us. Thesether companies may develop products that arergupo ours, which could result in
lower revenues and operating results.

We intend to develop new products and expand intoew markets, which may not be successful and coulé&im our operating results.

We intend to expand into new markets and develepared modified products based on our existing teldgies and engineering capabilities,
including the development of complete medical dewgstems. These efforts have required and wiliicoe to require us to make substantial
investments, including significant research, depeient and engineering expenditures and capitalreipees for new, expanded or improved
manufacturing facilities. Additionally, many of timew products we are working on take longer andemesources to develop and
commercialize, including obtaining regulatory ap@io

Specific risks in connection with expanding intavneroducts and markets include: longer product tgreent cycles, the inability to transfer
our quality standards and technology into new petglithe failure to receive or delay in receiptegjulatory approval for new products or
modifications to existing products, and the failofeour customers to accept the new or modifiedipots.
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Ouir failure to obtain licenses from third parties for new technologies or the loss of these licensesild impair our ability to design and
manufacture new products and reduce our revenues.

We occasionally license technologies from thirdiparrather than depending exclusively on our ovappetary technology and developments
Our ability to license new technologies from thpatties is and will continue to be critical to @lnility to offer new and improved products.
may not be able to continue to identify new techgis developed by others and even if we are alientify new technologies, we may not
be able to negotiate licenses on favorable termat all. Additionally, we could lose rights gradtender licenses for reasons beyond our
control.

Our international sales and operations are subjedo a variety of market and financial risks and coss that could affect our profitability
and operating results.

Our sales outside the U.S., which accounted for 6l %ales for 2013 , and our operations in Mex&witzerland and France, are and will
continue to be subject to a number of risks andmal costs, including:

« changes in foreign economic conditions and/or r&guy requirement

« local product preferences and product requirerr

* longerterm receivables than are typical in the U

« difficulties in enforcing agreements through foreiggal system

* less protection of intellectual property in somemies outside of the U.!
« trade protection measures and import and exp@mding requiremen

« work force instability

e political and economic instability; a

e complex tax and cash management is:

We earn revenue and incur expenses related tmoeigh sales and operations that are denominataddreign currency. Historically, foreign
currency fluctuations have not had a material éff@cour consolidated financial statements. Howefhectuations in foreign currency
exchange rates could have a significant negatiyaaihon our profitability and operating results.

The current economic environment and credit marketuncertainty could interrupt our access to capital narkets, borrowings, or
financial transactions to hedge certain risks, whia could adversely affect our financial condition.

To date, we have been able to access debt ang &gaitcing that has allowed us to make investmangowth opportunities and fund
working capital requirements. In addition, we eniteo financial transactions to hedge certain righsluding foreign exchange and interest rat
risk. Our continued access to capital marketsstakility of our lenders and their willingness tgpport our needs, and the stability of the
parties to our financial transactions that hedglksrare essential for us to meet our current amgtierm obligations, fund operations, and fund
our strategic initiatives. An interruption in owcass to external financing or financial transangito hedge risk could affect our business
prospects and financial condition.

The failure of our information technology systemsa perform as anticipated could disrupt our businesand affect our financial
condition.

The efficient operation of our business is depehdarour information technology (“IT”) systems. Aedingly, we rely upon the capacity,
reliability and security of our IT hardware andts@dre infrastructure and our ability to expand apdate this infrastructure in response to our
changing needs. Despite our implementation of $yameasures, our systems are vulnerable to danfeascomputer viruses, natural
disasters, incursions by intruders or hackergyifad in hardware or software, power fluctuatiobec terrorists and other similar disruptions.
The failure of our IT systems to perform as antt@al for any reason or any significant breach ofisgy could disrupt our business and result
in numerous consequences, including reduced efezetss and efficiency of operations, inappropudigelosure of confidential information,
increased overhead costs and loss of importantniEton, which could have a material effect on lousiness and results of operations. In
addition, we may be required to incur significansts to protect against damage caused by thesgtiisrs or security breaches in the future.

Risks Related To Our Industries

The healthcare industry is highly regulated and sufect to various political, economic and regulatorychanges that could increase our
compliance costs and force us to modify how we ddap and price our products.

The healthcare industry is highly regulated andfisenced by changing political, economic and tatpry factors. Several of our product lines
are subject to international, federal, state acdllbealth and safety, packaging and product comégulations. In addition, medical devices are
subject to regulation by the FDA and similar goveemtal agencies. These regulations cover a widetyaof product activities from design
and development to labeling, manufacturing, proomtsales
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and distribution. Compliance with these regulatiorey be time consuming, burdensome and expensid/eauid negatively affect our ability
to sell products. This may result in higher thaticgmated costs or lower than anticipated revenues.

Furthermore, healthcare industry regulations areptex, change frequently and have tended to becoare stringent over time. Federal and
state legislatures have periodically consideredaums to reform or amend the U.S. healthcare syatdinth the federal and state levels. In
addition, these regulations may contain proposaisdrease governmental involvement in healthdaveer reimbursement rates or otherwise
change the environment in which healthcare indysarjicipants operate. We may be required to is@nificant expenses to comply with
these regulations or remedy past violations ofdtregulations. Our failure to comply with applicalglovernment regulations could also result
in cessation of portions or all of our operatiangyositions of fines and restrictions on our apitih carry on or expand our operations. In
addition, because many of our products are sotdregulated industries, we must comply with addgilregulations in marketing our produt

In response to perceived increases in healthcats gorecent years, there have been and continbe proposals by the Obama administral
members of Congress, state governments, regukatarshird-party payors to control these costs arate generally, to reform the U.S.
healthcare system. Health Care Reform imposesfigigni new taxes on medical device manufacturersghvwill result in a significant
increase in the tax burden on our industry and vbauld have a material negative impact on oumfiiel condition, results of operations and
our cash flows. Other elements of Health Care Refsuch as comparative effectiveness researchgdapémdent payment advisory board,
payment system reforms including shared savinggspiind other provisions could meaningfully chatigeway healthcare is developed and
delivered, and may materially impact numerous asp&foour business, results of operations and @ii@ucondition. The new medical device
tax, which was effective in 2013, increased out cbsales by $0.5 million.

Many significant parts of Health Care Reform wil phased in over time and require further guidamececlarification in the form of
regulations. As a result, many of the impacts adilHheCare Reform will not be known until those riagions are enacted, which we expect to
occur over the next several years.

Our business is subject to environmental regulatiomthat could be costly to comply with.

Federal, state and local regulations impose vagowgonmental controls on the manufacturing, tpantation, storage, use and disposal of
batteries and hazardous chemicals and other matased in, and hazardous waste produced by thefazaring of our products. Conditions
relating to our historical operations may requixpenditures for clean-up in the future and changesvironmental laws and regulations may
impose costly compliance requirements on us omaiise subject us to future liabilities. Additionad modified regulations relating to the
manufacture, transportation, storage, use and stidpd materials used to manufacture our productesiricting disposal or transportation of
batteries may be imposed that may result in higbsts or lower operating results. In addition, \warmt predict the effect that additional or
modified environmental regulations may have onmusus customers.

Consolidation in the healthcare industry could reslt in greater competition and reduce our revenuesd harm our business.

Many healthcare industry companies are consoligdtircreate new companies with greater market pofwethe healthcare industry
consolidates, competition to provide products arglises to industry participants will become marense. These industry participants ma
to use their market power to negotiate price caosioes or reductions for our products. If we areéalto reduce our prices, our revenues w
decrease and our operating results would suffer.

Our business is indirectly subject to healthcare idustry cost containment measures that could resuit reduced sales of our products.

Several of our customers rely on third party paysush as government programs and private heathrance plans, to reimburse some or &
the cost of the procedures in which our produatsuged. The continuing efforts of government, ianae companies and other payors of
healthcare costs to contain or reduce those costd tead to patients being unable to obtain apgrfir payment from these third party pay:
If that occurred, sales of medical devices mayidedignificantly and our customers may reduceliatieate purchases of our products. The
cost containment measures that healthcare pay®iastituting, both in the U.S. and internationaliguld reduce our revenues and harm our
operating results.

Our energy market revenues are dependent on conditins in the oil and natural gas industry, which histrically have been volatile.

Sales of our energy market products depend upooaidition of the oil and gas industry. In the padtand natural gas prices have been
volatile and the oil and gas exploration and preoidncindustry has been cyclical, and it is likefat oil and natural gas prices will continue to
fluctuate in the future. The current and anticiggteices of oil and natural gas influence the od a

-21 -




gas exploration and production business and aeetefi by a variety of political and economic fastancluding worldwide demand for oil and
natural gas, worldwide and domestic supplies oénd natural gas, the ability of the OrganizatibRPetroleum Exporting Countries (“OPEC”)
to set and maintain production levels and pricthg,level of production of non-OPEC countries, piee and availability of alternative fuels,
political stability in oil producing regions andetipolicies of the various governments regardindgagation and development of their oil and
natural gas reserves. A change in the oil and galsmation and production industry or a reductioritie exploration and production
expenditures of oil and gas companies could causerergy market revenues to decline.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

The following table sets forth information about guincipal facilities as of January 3, 2014;

Location Sq. Ft. Own/Lease Principal Use

Alden, NY 125,00( Own Medical battery and capacitor manufacturing

Ann Arbor, Ml 9,97( Lease Office and lab space for design engineering team

Beaverton, OR 62,20( Lease Commercial battery manufacturing

Blaine, MN 32,40( Own Medical device engineering

Chaumont, France 59,20( Own Manufacturing of orthopaedic implants

Clarence, NY 117,80( Own Corporate offices and RD&E

Clarence, NY 20,80( Own Machining and assembly of components

Clarence, NY 18,60( Lease Machining and assembly of components

Cleveland, OH 16,90( Lease Office and lab space for design engineering team

Fort Wayne, IN 81,00( Own Manufacturing of orthopaedic instruments

Frisco, TX 9,20( Lease Global headquarters — principal executive office

Indianapolis, IN 82,60( Own Manufacturing of orthopaedic cases and trays

Minneapolis, MN 72,00( Own Enclosure manufacturing and engineering

Orvin, Switzerland 40,40( Own European corporate offices

Plymouth, MN 122,80( Lease Introducers, catheters and leads manufacturing

Raynham, MA 81,00( Own Commercial battery manufacturing and RD&E

Tijuana, Mexico 190,80( Lease Feedthrough, catheters and orthopaedic instrumantifacturing and value-added
assembly

Warsaw, IN 3,00( Lease Orthopaedic rapid prototyping design center

In 2012, the Company completed construction of dimopaedic manufacturing facility in Fort Wayne, #dNd transferred manufacturing
operations being performed at its Columbia CityJdiation into this new facility. During 2012, ti@®mpany also transferred most major
functions previously performed at its facilities@mvin and Corgemont, Switzerland into its Fort WeyIN and Tijuana, Mexico facilities.
Additionally, during 2012, the Company relocateddgtobal headquarters to Frisco, TX. In the fingadger of 2013, the Company’s Corgemont,
Switzerland facility lease was assumed by a théndypin connection with its purchase of certain+tone orthopaedic product lines. These
initiatives were completed in 2013. During 2013, lvegan a project to expand its Chaumont, Frandéityan order to enhance our capabilities
and fulfill larger volume customer supply agreerseithis initiative is expected to be completed dhernext three years.

Near the end of 2011, the Company initiated plangigrade and expand its manufacturing infrastredtuorder to support its medical dev
strategy. This includes the transfer of certairdpmi lines to create additional capacity for thenafacture of medical devices, expansion of its
Plymouth, MN and Tijuana, Mexico facilities, as Wast the purchase of equipment to enable the ptmfucf medical devices. These
initiatives are expected to be completed over thd year. Total capital investment under thesdsitives is expected to be between $15 millior
to $20 million of which approximately $12.4 millidras been expended to date.
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ITEM 3. LEGAL PROCEEDINGS

On December 21, 2012, the Company and several otiafiliated parties were named as defendantspiersonal injury and wrongful death
action filed in the 113th Judicial District Coufftlgarris County, Texas. The complaint seeks damatieging marketing and product defects
and failure to warn, negligence and gross negligeatating to a product we manufactured and solldostomer, one of the other named
defendants. Our customer, in turn, incorporatedpooduct into its own product which it sold to é@sstomer, another named defendant. This
matter is currently scheduled for trial in the setdalf of 2014. We are indemnified by our customgginst any loss in this matter, including
costs of defense, which obligation is supportedinycustomer's product liability insurance coveralfe also have our own product liability
insurance coverage. The Company has meritoriowende$ and is vigorously defending the matter.

We are party to various legal actions arising mrlormal course of business. A description of peméigal actions against the Company is sef
forth at Note 15 “Commitments and Contingenciesthaf Notes to Consolidated Financial Statementtagued in Item 8 of this report. We do
not believe that the ultimate resolution of anygiag legal actions will have a material effect am oonsolidated results of operations, finar
position or cash flows. However, litigation is sedtjto inherent uncertainties and there can bessorance that any pending legal action, whic
we currently believe to be immaterial, does notlpee material in the future.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable

PART Il

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

The Company’s common stock trades on the New Y toklkSExchange (“NYSE”) under the symbol “GB.” Thaléwing table sets forth
information on the prices of our common stock g®red by the NYSE:

High Low Close

2012

First Quarter $ 27.2: % 21.3t % 24.5;
Second Quarter 24.8: 20.2¢ 22.71
Third Quarter 25.6¢ 22.0¢ 24.3:
Fourth Quarter 25.3¢ 21.0¢ 22.8¢
2013

First Quarter $ 30.6¢ $ 22.7C $ 29.87
Second Quarter 34.41 27.0: 32.7¢
Third Quarter 38.3¢ 32.7( 33.6¢
Fourth Quarter 45.0z 33.2¢ 43.8(

As of March 4, 2014 , there were approximately eé@rd holders of the Company’s common stock. The@any stock account included in
our 401(k) plan is considered one record holdetHerpurposes of this calculation. There is appnately 2,219 active and former employees’
holding Company stock in the 401(k) plan. We hawepaid cash dividends and currently intend toimeday earnings to further develop and
grow our business.
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PERFORMANCE GRAPH

The following graph compares, for the five yearipegiended January 3, 2014, the cumulative totak$tolder return for Greatbatch, Inc., the
S&P SmallCap 600 Index, and the Hemscott Peer Glmigx. The Hemscott Peer Group Index includes@pprately 115 comparable
companies included in the Hemscott Industry Gro2@Medical Instruments & Suppliesd 521Medical Appliances & EquipmeniThe grapt
assumes that $100 was invested on January 2, 2@0&aumes reinvestment of dividends. The stocle performance shown on the
following graph is not necessarily indicative ofute price performance:
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ITEM 6. SELECTED FINANCIAL DATA

The following table provides selected financialedfr the periods indicated. You should read thigaélong with Iltem 7, “Management’s
Discussion and Analysis of Financial Condition &webults of Operations,” and Item 8, “Financial &ta¢nts and Supplementary Data”
appearing elsewhere in this report. The consoliistatement of operations data and the consolidatizthce sheet data for the fiscal years
indicated have been derived from our consolidaiteahtial statements and related notes (in thousaxdept per share amounts):

Years Ended

Jan. 3 Dec. 28 Dec. 30, Dec. 31, Jan. 1,
2014 ® 2012 W@ 2011 W@ 2010 W& 2010 W
Statement of Operations Data:
Sales $ 663,94 $ 646,177 $ 568,82: $ 533,42! $ 521,82:
Net income (loss) 36,26 (4,799 33,12: 33,13¢ (9,007)
Earnings (loss) per share
Basic $ 151 $ (0.20) $ 14z $ 144 % (0.39)
Diluted 1.42 (0.20) 1.4C 1.4C (0.39)
Balance Sheet Data:
Working capital $ 190,73: $ 176,37¢ $ 17090 $ 150,92: $ 119,92t
Total assets 890,70 889,87! 881,34 776,97¢ 830,54
Long-term obligations 256,84¢ 317,25¢ 320,01 289,56( 317,57¢

(1) From 2009 to 2013, we recorded material ctag@®ther Operating Expenses, Net, primarily sglab our cost savings and consolidatior
initiatives. Additional information is set forth Mote 13 “Other Operating Expenses, Net” of thedddb Consolidated Financial
Statements contained in Item 8 of this report.

(2) On February 16, 2012, and on December 15,,20&cquired NeuroNexus Technologies, Inc., anddPower Electronics, Inc.,
respectively. This data includes the results ofafens of these companies subsequent to theilisitign. Additional information is set
forth in Note 2 “Acquisitions” of the Notes to Canliglated Financial Statements contained in Itenf #Bis report. In 2011, the Company
sold its cost method investment in IntElect Medita¢. This transaction resulted in a pre-tax gdif4.5 million.

(3) In 2009, we recorded a $34.5 million litigatioharge and a $15.9 million writlown of trademarks and tradenames. In 2010, wiedette
litigation which resulted in a $9.5 million gain.
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ITEM 7. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS

YOU SHOULD READ THE FOLLOWING DISCUSSION AND ANALYE OF OUR FINANCIAL CONDITION AND RESULTS OF
OPERATIONS IN CONJUNCTION WITH OUR FINANCIAL STATEENTS AND RELATED NOTES INCLUDED ELSEWHERE IN
THIS REPORT.

Our Business

*  Our busines

e Our acquisition

*  Our customel

* Use of noncAAP financial informatio
» Strategic and financial overvic

»  201l4financial guidanc

» Cost savings and consolidation effi

* Product developme

e Government regulatic

Our Critical Accounting Estimates

e Valuation of goodwill and other identifiable intahte asset
e  Stockbased compensati

* Inventorie!

» Tangible longived assel

*  Provision for income tax

Our Financial Results

e Fiscal 2013 compared with fisc201z
e Fiscal 2012 compared with fisc2011
e Liquidity and capital resourc
« Off-balance sheet arrangeme

e Litigation
» Contractual obligatior
* Inflation

» Impact of recently issued accounting stand

Our Business

In connection with the realignment of our operatitigicture in 2013 to optimize profitable growthieh included changing our management
and reporting structure, we reevaluated our opegatnd reporting segments. Beginning in the foqutarter of 2013, we have two reportable
segments: Greatbatch Medical and QiG Group (“Qi®9required, prior year amounts have been rediedsn order to conform them to the
current year presentation. Greatbatch Medical designd manufactures products where Greatbatch eitres the intellectual property or has
unigue manufacturing and assembly expertise. Ttanfiial results of Greatbatch Medical include trerfer Implantable Medical and
Electrochem Solutions (“Electrochem”) segments]wediog QiG. These products include medical devered components for the cardiac,
neuromodulation, orthopaedics, portable medicacukar and energy markets among others. The Grehthaedical segment also offers
value-added assembly and design engineering serfgcenedical devices that utilize its componemidorcts.

QIG focuses on developing medical device systemsdme of healthcare’s most pressing challengeseftatts Greatbatch’s strategic
evolution of its product offerings in order to mithe growth and profitability profile of the Comma Through the research and development
professionals in QiG, the Company is now invesimthree areasnew medical device systems commercialization, bollative programs wi
OEM customers, and strategic equity positionsantsip companies - to grow a diversified and detiire portfolio. The medical device
systems developed by QiG are manufactured by GatditiMedical.

The Company's customers include large multi-natioriginal equipment manufacturers (“OEMs”).
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Our Acquisitions

On December 15, 2011, we acquired all of the ontiey stock of Micro Power Electronics, Inc. (“MicPower”) headquartered in Beaverton,
OR. Micro Power is a leading supplier of custontdrgtsolutions, serving the portable medical, miltand handheld automatic identification
and data collection markets. Micro Power’s comnangortfolio is highly complementary to the prodsiand services offered by Greatbatch
Medical. The results of Micro Power were includeaur Greatbatch Medical segment from the dategfigition. The aggregate purchase
price of Micro Power was $71.8 million, which wenfled with cash on hand and $45 million borrowedenrmdir revolving credit facility. Tot:
assets acquired from Micro Power were $88.2 millibotal liabilities assumed from Micro Power wets$ million. For 2012, Micro Power
added approximately $82.4 million to our revenue.

On February 16, 2012, we purchased all of the antihg common stock of NeuroNexus Technologies, (I'iNeuroNexus”) headquartered in
Ann Arbor, MI. NeuroNexus is an active implantabiedical device design firm specializing in devetmpand commercializing neural
interface technology, components and systems faroseience and clinical markets. NeuroNexus hasxéemnsive intellectual property
portfolio, core technologies and capabilities tpsurt the development and manufacturing of innaeatieural interface devices across a wide
range of functions including neuromodulation, segsbptical stimulation and targeted drug delivapplications. The results of NeuroNexus
were included in our QiG segment from the datecglsition. The aggregate purchase price of Neuxaslevas $13.2 million, which we
funded with cash on hand and $10 million borrowedar our revolving credit facility. Total assetgjaited from NeuroNexus were $14.6
million. Total liabilities assumed from NeuroNexwsre $1.4 million. For 2012, NeuroNexus added agprately $2.5 million to our revenue.

Going forward, we will continue to pursue acquil to enhance our top and bottom line growth dtajg, with a focus on innovative
solutions. Our strategic criteria for these acdjaiss is that they should be complementary to aistieg business model, drive expansion in
core markets, allow us to enter adjacent growtrketar are focused on proprietary technology, catigibély integrated into our operating ba
and will enhance our return on invested capitalquarance.

Our Customers

Our products are designed to provide reliable, d@asting solutions that meet the evolving requirataend needs of our customers. The natul
and extent of our selling relationships with eaabtomer are different in terms of breadth of prasipairchased, purchased product volumes,
length of contractual commitment, ordering pattemmgentory management and selling prices.

Our Greatbatch Medical customers include largeimmaltional OEMs, such as Biotronik, Boston ScigatiHalliburton Company, Johnson &
Johnson, Medtronic, Philips Healthcare, Smith & Nep, Sorin Group, St. Jude Medical, Stryker, amdrder. During 2013, Johnson &
Johnson, Medtronic and St. Jude Medical collegfieglcounted for 49% of our total sales.

QIG customers include numerous scientists, hospétadl universities throughout the world who perfoesearch for the neuroscience and
clinical markets.

Use of NonGAAP Financial Information

We prepare our consolidated financial statemenée@ordance with generally accepted accountingiplies in the United States of America
(“GAAP”). Additionally, we consistently report ardiscuss in our quarterly earnings releases andiarv@resentations adjusted operating
income and margin, adjusted net income, adjustedregs per diluted share, and organic constaneoasr growth rates. These adjusted
amounts, other than organic constant currency groates, consist of GAAP amounts excluding theofeihg adjustments to the extent
occurring during the period: (i) acquisition-reldteharges, (i) facility consolidation, optimizationanufacturing transfer and system
integration charges, (iii) asset write-down angdsstion charges, (iv) severance charges in coiuresiith corporate realignments or a
reduction in force (v) litigation charges and gaifv$) the impact of certain non-cash charges tergst expense, (vii) unusual or infrequently
occurring items, (viii) certain R&D expendituresi¢h as medical device DVT expenses in connectidin @éveloping our neuromodulation
platform), (ix) gain/loss on the sale of investn®Ifk) the income tax (benefit) related to thegasithents and (xi) certain tax charges relatt
the consolidation of our Swiss Orthopaedic facilygljusted earnings per diluted share were caledlay dividing adjusted net income by
diluted weighted average shares outstanding. Teulzk organic constant currency growth ratesakelude the impact of changes in foreign
currency exchange rates, as well as the impaaty#aaquisitions or divestitures of product linessaifes growth rates, we convert current
period sales from local currency to U.S. dollarsgshe previous periods foreign currency exchamades and exclude the amount of sales
acquired/divested during the period from the cufpgavious period amounts, respectively. We belignag the presentation of adjusted
operating income and margin, adjusted net incomligstged diluted earnings per share, and organistaahcurrency growth rates provides
important supplemental information to managemedtiamestors seeking to understand the financiallarginess trends relating to our
financial condition and results of operations.
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Strateqic and Financial Overview

Our current strategy is centered around four gratenperatives: 1) Organic Growth; 2) Margin Expam; 3) Medical Device Systems; and 4)
Targeted Acquisitions. This strategy was clearlgikited in our 2013 results, illustrating not omlyr continuing momentum, but also the
effective measures we are deploying to create an brighter future.

2013 results include an additional week of openratim comparison to 2012 and 2011 as we utilizéyativo, fifty-three week fiscal year,
which ends on the Friday nearest December 313toAtth this additional week of operations may haweacted certain financial statement
items, management believes that when combinedthéttadditional holiday and weather related shutdguhris additional week did not
materially impact our net operating results.

Organic Growth Over the last several years we have significagtliganced our sales and marketing capabilities. fAds included moving
account executives closer to our major customegrading our sales force with new sales talentaraimg our sales commission programs,
and intensifying our market research. These imgatcontributed to our record sales for 2013 d38 million, which represented a 3%
increase over 2012 sales of $646.2 million deshiedivestiture of $15 million of certain non-can¢hopaedic product lines during the first
quarter of 2013. After adjusting for the impactloése divestitures, as well as the $2 million pasiimpact of foreign currency exchange rates
sales increased 5% in 2013 due to strong orgamistant currency growth from our cardiac/neuromaituta(6%) and orthopaedic (20%)
product lines due to market share gains, customoglugt launches, the additional week of sales haddlease of backlog stemming from our
Swiss consolidation in 2012. Partially offsettitgs$e increases were declines in our vascular anahb® medical product lines due to the
previously communicated voluntary recall of twoaaar medical devices in 2012 and our increasegngridiscipline, which resulted in the
loss of low-margin portable medical business.

Sales growth for 2012 of 14% included the beneditrf our acquisitions of $84.8 million, as well he hegative impact of foreign currency
exchange rate fluctuations of $6 million. On anamig constant currency basis, which excludes thganof foreign currency exchange rates
and acquired sales, sales for 2012 were consisi#n2011 as organic growth was offset by lowehopaedic sales due to price concessions
provided to customers and operational issues abwaiss orthopaedic facilities, which were aggresigiaddressed in 2012.

For 2014, we expect revenue to organically grov@-&hich is in line with our long-term organic grtiwgoal objectives.

Margin Expansion We have a longstanding history of operationakigace, which is one of our core competenciess,Mahen combined

with our organic sales growth, is expected to camito drive both gross and operating margin eXpanghis core competency was evident in
our 2013 results as gross profit as a percentagale$ (“Gross Margin”) increased 180 basis pdm®3.0%. This increase primarily resulted
from the increased operational leverage gained fsanmhigher sales volumes and productivity initiasi, as well as a favorable mix of higher
margin products. Our Gross Margin for 2012 decreé&febasis points in comparison to 2011 as incrkaperational leverage was offset by
the operational issues at our Swiss orthopaediliti|ee and a higher mix of lower margin produdBur increased sales volume, combined witt
the increase in Gross Margin for 2013 resultechimarease to our gross profit of 9% and 12% fdr38nd 2012, respectively.

Partially offsetting these increases in gross pwéire increases in our selling, general and adinative expenses (“SG&A”) and research,
development and engineering costs, net (‘“RD&E”")&3Gxpenses increased 9% and 12% for 2013 and 28%Rectively. The 2013 increase
in SG&A expense was primarily due to the additianakstments in sales and marketing resourcesghjggrformance-based compensation
expense and the additional week of payroll exp@m&613 in comparison to 2012. The 2012 increaseG&A expense was primarily due to
our acquisitions which added $9.6 million to SG&Adomparison to 2011. RD&E expenses increased 34 5% for 2013 and 2012,
respectively. The 2013 increase in RD&E was priflpatue to lower customer cost reimbursements aadtititional week of operations
compared to the prior year. These increases wetialpaoffset by the initiative launched in thecemd half of 2012 to more fully optimize our
research and development efforts. This includeddhbBocation of research and development resoueckigher priority projects, the
postponement of some research and developmentfsogad the decision to pursue various alternativenonetize our existing non-core
intellectual property and entering into more co@lepment arrangements with our customers. The &@itBase in RD&E expense was
primarily due to our acquisitions, which added $2i6ion of expenses, as well as our additionakstment in the development of complete
medical device systems.

Since 2007, we have invested substantial resoimdategrating our acquisitions and streamlining operations. As we move forward,
investing in our operations will continue to beticdl to the success of our strategic imperativdriee margin expansion. This strategy
continued during 2013 and 2012 as we realignedparating structure in order to optimize our padjie growth, continued to consolidate our
orthopaedic footprint, expanded our manufacturirfgpistructure to support the commercialization wf medical devices and upgraded our
global ERP system in order to support our futueagh. As a result of these initiatives, our othperating expense totaled $15.8 million, $4
million and $0.6 million for 2013, 2012 and 201éspectively. The significant increase in other apirg expenses, net for 2012 related to the
consolidation of our Swiss orthopaedic facilitiedich was completed in the first quarter of 2013 ¥éntinually evaluate our operating
structure in order
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to maximize efficiencies and drive margin expanskeuture other operating expenses are expected lmaer than the 2013 levels, but could
be impacted if new consolidation and optimizatioitiatives are undertaken.

GAAP operating income for 2013 was $61.3 milliomared to $25.8 million for 2012 and $61.7 millfmn 2011. The significant decrease in
2012 was primarily due to the costs incurred inngamion with our consolidation and productivitytiatives discussed above. Adjusted
operating income, which excludes these items, \82s3million for 2013, compared to $73.9 milliorr 2012 and $67.6 million for 2011.
Adjusted operating income as a percentage of $¢&#efusted Operating Margin”) for 2013 was 12.5%mqgared to 11.4% for 2012 and 11.9%
for 2011 and reflects the success the CompanyddinHeveraging its operating infrastructure arididg margin expansion. We expect these
improvements to continue in 2014 as Adjusted Opegd¥largin is expected to be 13.0% - 13.3% of sales

A reconciliation of GAAP operating income (loss)adjusted amounts is as follows (dollars in thodsan

Greatbatch Medical QIiG Unallocated Total
Jan 3, Dec 28, Jan 3, Dec 28, Jan 3, Dec 28, Jan 3, Dec 28,
2014 2012 2014 2012 2014 2012 2014 2012
Total sales $ 660,90: $ 643,72 $ 3,04 2,458 % — 4 — $ 663,94 $ 646,17
Operating income (loss) as reported $ 111,80¢ $ 79,090 $ (30,48) $ (32,55) $ (19,98) $ (20,71 $ 61,33¢ §$ 25,82
Adjustments:
Inventory step-up amortization (COS, — 532 — — — — — 532
Medical device DVT expenses (RD&E) — — 5,792 5,19( — — 5,79z 5,19(
Consolidation and optimization costs 13,38¢ 34,37: 86 6 1,28¢ 4,67( 14,75¢ 39,04¢
Acquisition and integration (income)
expenses 187 1,287 (690) 167 1 6 (502) 1,46(
Asset dispositions, severance and otl 1,18 1,07: 54C 57 (199 70¢ 1,53¢ 1,83¢
Adjusted operating income (loss) $ 12656 $ 116,35 $§ (24,759 $ (27,139 $ (18890 $ (15339 $ 8292 $ 73,88¢
Adjusted operating margin 19.2% 18.1% N/A N/A N/A N/A 12.5% 11.5%
Greatbatch Medical QiG Unallocated Total
Dec 28, Dec 30, Dec 28, Dec 30, Dec 28, Dec 30, Dec 28, Dec 30,
2012 2011 2012 2011 2012 2011 2012 2011
Total sales $ 643,72 $ 568,82 $ 2,458 % —  $ — — $ 646,17 $ 568,82:
Operating income (loss) as reported $ 79,09 $ 104,700 $ (32559 $ (27,27) $ (20,719 $ (15,72) $ 2582 $ 61,69¢
Adjustments:
Inventory step-up amortization (COS; 532 177 — — — — 532 177
Medical device DVT expenses (RD&E) — — 5,19( 5,13: — — 5,19( 5,13¢
Consolidation and optimization costs 34,37: 361 6 64 4,67C — 39,04¢ 425
Acquisition and integration expenses 1,287 — 167 — 6 — 1,46( —
Asset dispositions, severance and otl 1,07: 16€ 57 — 70¢ — 1,83¢ 16€
Adjusted operating income (loss) $ 116,35 $ 10540¢ $ (27,139 $ (22,08) $ (1533) $ (1572) $ 7383 $ 67,60:
Adjusted operating margin 18.1% 18.5% N/A NA N/A N/A 11.%% 11.9%

Medical Device Systemsin 2008, we began evolving our product offeritgénclude the development of complete medical ckegystems in
order to raise the growth and profitability profiéthe Company. This medical device systems gjyaiebeing facilitated through QiG and
leverages the component technology of Greatbatatidde More specifically, this strategy includes tlevelopment of a neuromodulation
platform that can be used to support several devioast notably of which is our spinal cord stimaiab treat chronic intractable pain of the
trunk and/or limbs, which we made a PMA filing atiet Mark submission near the end of 2013. In toted,medical device costs incurred by
QIG were $30.5 million for 2013 compared to $32i8iom for 2012 and $27.3 million for 2011. QiG dts for 2013 include $5.8 million of
design verification testing (“DVT") costs incurr@d connection with our development of a neuromoitiliteplatform compared to $5.2 million
for 2012 and $5.1 million for 2011.
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A reconciliation of GAAP net income (loss) and t#ld earnings (loss) per share (“EP®"adjusted amounts is as follows (in thousandseg
per share amounts):

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Impact Impact Impact
Net Per Net Per Net Per
Income Diluted Income Diluted Income Diluted
(Loss) Share (Loss) Share (Loss) Share
Net income (loss) as reported $ 36,261 $ 14:  $ (4,799 $ 0200 $ 33,12: % 1.4C
Adjustments:
Inventory step-up amortization (COS) — — 34€ 0.01 11¢ —
Medical device DVT expenses (RD&F) 3,76¢ 0.1¢ 3,37¢ 0.14 3,33¢ 0.14
Consolidation and optimization cots 10,60: 0.42 28,93¢ 1.21 27€ 0.01
Acquisition and integration (income) expen$es (326) (0.09) 94¢ 0.02 — —
Asset dispositions, severance and oftier 997 0.0¢ 1,18¢ 0.0% 10¢ —
Loss (gain) on cost and equity method investmeras,
@®) 451 0.0z 69 — (2,751) 0.12)
CSN conversion option discount and deferred fee
acceleration amortizatidti® 3,007 0.1z 6,23¢ 0.2€ 5,51¢ 0.2¢
2012 R&D tax credit? (1,600 (0.06) — — — —
Swiss tax impac? — — 6,19( 0.2€ — —
Adjusted net income and diluted EPS $ 53,16: $ 210 $ 42,48: $ 177 $ 39,72 $ 1.6¢
Adjusted diluted weighted average shates 25,32 23,947 23,63¢

(a) Net of tax amounts computed using a 35% U.S. aadder statutory tax rates for the 2013, 2012 and p@tiods and a 0%, 22.5% &
22.5% Switzerland tax rate for the 2013, 2012 abitilQperiods, respectively.

(b) Pretax amount is a loss of $0.7 million, loss of $Million and a gain of $4.2 million for 2013, 2018ck2011, respectivel

(c) Pretax amount is $4.6 million, $9.6 million and $8.4limn for 2013, 2012 and 2011, respectiv

(d) Relates to the 2012 portion of the R&D tax crediisik was reinstated in the first quarter of 201tBo@ctive back to the beginning of 20
As required, the impact of the R&D tax credit ralgtto 2012 was recognized in 2013.

(e) Relates to the loss of our Swiss tax holidag @b our decision to transfer manufacturing ouswftzerland, as well as the establishment of
a valuation allowance on our Swiss deferred tagtasss it is more likely than not that they wilk he fully realized.

() The per share data in this table has been roumndig thearest $0.01 and therefore may not sunettothl

(g) Adjusted diluted weighted average shares @d22ncludes 363,000 shares of dilution relateduistanding stock incentive awards that
were not dilutive for GAAP EPS purposes.

GAAP net income (loss) and diluted EPS includeitimgact of costs incurred in connection with our smidation and productivity initiatives
discussed above, as well as certain tax chargd#&end certain non-cash charges to interest esgpéixcluding these items, adjusted diluted
EPS increased 19% in 2013 and 5% in 2012. We expeathieve adjusted diluted EPS growth of 7-12¢@fil 4.

Targeted Acquisitions The results for 2013, 2012 and 2011 include tiygsaict of our acquisition of Micro Power on Decembg&y 2011 and
NeuroNexus on February 16, 2012. Going forwardillecontinue to pursue acquisitions to enhancetoprand bottom line growth trajecto
with a focus on innovative solutions. Our strategiteria for these acquisitions is that they sddu# complementary to our existing business
model, drive expansion in core markets, allow usriter adjacent growth markets, are focused orrigtapy technology, can be tightly
integrated into our operating base, and will enkanar return on invested capital performance.

We expect our 2014 performance to remain on aipegjrowth trajectory. Our guidance is illustrativba multi-year strategy based on market
knowledge, a relentless passion to evolve our legsito capitalize on market trends, and the admuisdevelopment and retention of some of
the brightest and hardest working minds in the @orl
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2014 Financial Guidance

For 2014, we have provided the following finangaldance:

Sales $685 -Sndllion

GAAP Operating Income as a % of Sales 11.0% - 11.5%
Adjusted Operating Income as a % of Sales 13.0% - 13.3%
Capital Expenditures $2835 million

GAAP Effective Tax Rate 34% - 35%

GAAP Diluted EPS $1.981-.99

Adjusted Diluted EPS 22- $2.35

Adjusted operating income for 2014 is expectedotusist of GAAP operating income excluding itemshsas acquisition, consolidation,
integration and asset disposition/write-down chargealing approximately $12 million to $15 milliohhe after tax impact of these
adjustments is estimated to be $7.5 million to Blion or $0.31 to $0.35 per share. The currememted GAAP effective tax rate for 2014
does not include the benefit of the U.S. R&D taedif, which expired at the end of 2013. If reinsthtour 2014 GAAP effective tax rate could
be lowered to 32% to 33%.

Cost Savings and Consolidation Efforts

In 2013, 2012 and 2011, we recorded charges inrf@perating Expenses, Net related to cost savindsansolidation efforts. These
initiatives were undertaken to improve our operalcefficiencies and profitability. Additional infmation regarding the timing, cash flow
impact and amount of future expenditures is sehfior Note 13 “Other Operating Expenses, Net” @& Motes to the Consolidated Financial
Statements contained in Item 8 of this report, e as the “Liquidity and Capital Resources” segtad this Item.

In 2013, we initiated a plan to realign our opevatstructure in order to optimize our continuedu®on profitable growth. As part of this
initiative, the sales and marketing and operatgmesips of our former Implantable Medical and Electrem segments were combined into one
sales and marketing and one operations group getv@entire Company. Total restructuring chargg®eted to be incurred in connection
with this realignment are between $6.5 million #Gmillion, of which $5.6 million have been incedrto date. Expenses related to this
initiative will be recorded within the applicableggnent and corporate cost centers to which thenelkjuees relate. When fully implemented,
this plan is expected to result in annual savirfggproximately $7.0 to $7.7 million. This initiaé is expected to be completed over the next
six months.

Over the last three years, we have been implengatmultifaceted plan to further enhance, optimize and byeiour orthopaedics operatic
This plan included the construction of an orthopaethnufacturing facility in Fort Wayne, IN, updadi our Indianapolis, IN facility, the
transfer of most major functions previously perfedvat our facilities in Orvin and Corgemont, Switaed into our Fort Wayne, IN and
Tijuana, Mexico facilities, and the expansion of @Qhaumont, France facility in order to enhanceaapabilities and fulfill larger customer
supply agreements. The total capital investmeneebgul for these initiatives is between $30 milliaxd $35 million, of which $22 million has
been expended to date. Total expense expecteditalreed for these initiatives is between $45imilland $50 million, of which $41.2 millic
has been incurred to date.

Near the end of 2011, we initiated plans to optérand expand our manufacturing infrastructure @eoto support our medical device stratt
This included the transfer of certain product lit@tower cost facilities, expansion of two of axisting facilities, as well as the purchase of
equipment to create additional capacity for the ufiacture of medical devices and create additional savings. Total capital investment un
these initiatives is expected to be between $1bamito $20 million, of which approximately $12.4llion has been expended to date. Total
expenses expected to be incurred on these pragdottween $2 million to $3 million, of which $Ind@llion has been incurred to date.

These orthopaedic and medical device initiativeseapected to be completed over the next threesyaat are expected to generate
approximately $10 million to $15 million of annuzdst savings and increase our capacity in ordsupgort our growth and the manufacturing
of complete medical devices.

In 2011, we initiated plans to upgrade our exisitgpal ERP system. This initiative is expectethéocompleted over the next three months.
Total capital investment under this initiative ¥pected to be approximately $4 million to $4.5 raill, of which approximately $3.9 million h
been expended to date. Total expenses expectedincirred on this initiative is between $6 millin$7 million, of which $5.8 million has
been incurred to date.
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We continually evaluate our operating structureritier to maximize efficiencies and drive marginaxgion. Future other operating expenses
are expected to be lower than the 2013 levelschuid be impacted if new consolidation and optirticrainitiatives are undertaken.

Product Development

Greatbatch Medical

Our core business is well positioned because ol @listomers leverage our portfolio of intellectpedperty, and we continue to build a
healthy pipeline of diverse medical technology apymaties. We continue to deepen our relationshijil our OEM customers and continue to
see an increased pace of product development gities. These product development opportunitiésgmcombined with our increased sales
and marketing resources, are expected to allow geritinue to grow faster than our underlying mezk8ome of the product development
opportunities Greatbatch Medical is pursuing artolsws:

Product Line Product Development Opportunities

Cardiac/ Developing next generation technology programsuiiclg Gen 2 Qrbattery, next generation
Neuromodulation filtered feedthroughs, and high voltage capacitors.

Orthopaedic Developing single use instruments and a suiteudable bone preparation instruments with an

emphasis on increased efficacy and longer life.
Portable Medical Developing wireless power solutions for the surbical marketplace.

Vascular Developing a full line of arterial introducers, exyling our existing non-valved peelable introducer
portfolio, and expanding our existing OptiSeal fuitd for the dialysis market.

Energy/Other Developing wide range temperature battery packs.

QIiG
Through QIiG, we provide our Greatbatch Medical cosrs with complete medical device systems. Thidica¢device strategy includes

strategic equity investments and medical devicesldped independently, as well as in conjunctiothwiur OEM partners. While we do not
intend to discuss each of these projects indiviguade will discuss significant milestones as tloegur.

Our spinal cord stimulator to treat chronic intedddé pain of the trunk and/or limbs, was desigmethtget unmet clinical needs with a focus on
safety and product differentiation for all usergws. The FDA submission and Europe CE Mark subomisiir this device was made near the
end of 2013. Collaboration continues with our ineent bankers who are assisting us in identifyiogpmercial partners.

CardiomoniX is an implantable loop recorder fordiac arrhythmia diagnostics that is being desigoeatidress the unmet needs of remote
patient monitoring and data quality.

QIG is in the early stages of development of twditmhal medical device systems, which are targetipproved and emerging indications.
Additionally, based upon the technology acquiresrfiNeuroNexus, QIG is developing a platform of tfiim electrodes for neuromodulation
leads, sub-systems and components.

Government Requlation

The Patient Protection and Affordable Care Act tiedHealth Care and Education Affordability Recéiation Act (collectively “Health Care
Reform”) legislated broad-based changes to the lwe8lthcare system that could significantly impaat business operations and financial
results, including higher or lower revenue, as wslhigher employee medical costs and taxes. HEalth Reform imposes significant new
taxes on medical device OEMs, which will resultisignificant increase in the tax burden on ouusty and which could have a material
negative impact on our financial condition, resoft®perations and our cash flows. Other elemehktealth Care Reform such as comparative
effectiveness research, an independent paymergaghboard, payment system reforms including shaasthgs pilots and other provisions
could meaningfully change the way healthcare istiged and delivered, and may materially impact enams aspects of our business, results
of operations and financial condition. Many sigediint parts of Health Care Reform will be phaseavier the next several years and require
further guidance and clarification in the form efjulations. The new medical device tax, which wectve in 2013, increased our cost of
sales by $0.5 million.
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On August 22, 2012, the U.S. Securities and Exch&wgmmission (“SEC”) issued a rule under Sectidd?1&f the Dodd-Frank Wall Street
Reform and Consumer Protection Act requiring conggato publicly disclose their use of conflict mialks that originated in the Democratic
Republic of the Congo (“DRC") or an adjoining cogntUnder the rule, issuers are required to condueasonable due diligence process to
ascertain the source of conflict minerals, definedantalum, tin, gold or tungsten, that are necgds the functionality or production of their
manufactured or contracted to be manufactured pted@ompanies are required to provide this discksn a new form to be filed with the
SEC called Form SD. Companies are required td-filen SD on May 31, 2014 for the 2013 calendar jgesiod annually on May 31 every y
thereafter. We anticipate additional, new compléoacsts to be incurred since we utilize all ofrthiaerals specified in the rule. We are unable
to quantify the cost of implementing this new regian at this time.

Our Critical Accounting Estimates

The preparation of our consolidated financial stegets in accordance with GAAP requires us to makienates and assumptions that affect
reported amounts and related disclosures. The mgtlestimates and judgments we use in applyingeoeounting policies have a significant
impact on the results we report in our consolidditeahcial statements. Management considers aruatiog estimate to be critical if (1) it
requires assumptions to be made that were uncextéiire time the estimate was made; and (2) changhe estimate or different estimates
could have been selected could have a materialdhgraour consolidated results of operations, famarposition or cash flows. Our most
critical accounting estimates are described beldw.also have other policies that we consider kepaating policies, such as our policies for
revenue recognition; however, these policies damext the definition of critical accounting estiemtbecause they do not generally require u
to make estimates or judgments that are difficultubjective.

Valuation of goodwill and other identifiable intangible assets

When we acquire a company, we allocate the purghdse to the tangible and intangible assets waiise@nd liabilities we assume based on
their fair value at the date of acquisition. Godtligirecorded when the purchase price paid foaequisition exceeds the estimated fair valt
the net identified tangible and intangible assetpiaed. In addition to goodwill, some of our ing@lle assets are considered non-amortizing
intangible assets as they are expected to germasheflows indefinitely. Goodwill and indefinitesd intangibles are not amortized but are
required to be assessed for impairment on an atmasé or more frequent if certain indicators aespnt. Definite-lived intangible assets are
amortized over their estimated useful lives andaasessed for impairment if certain indicatorspaesent. As discussed in Note 7 “Intangible
Assets” of the Notes to Consolidated FinancialeStagnts contained in Item 8 of this report, in camio@ with the realignment of the
Company's operating structure in 2013, the Compeayaluated its operating and reporting segmermginBing in the fourth quarter of 2013,
the Company determined that it has two operatiggneats: Greatbatch Medical and QiG, and, as reduieassigned goodwill to each of th
reporting units based upon their relative fair esluFair values for the reporting units were deiteechusing the assumptions and approach
discussed below.

Assumptions/Approach Use

We base the fair value of identifiable tangible amtdngible assets on detailed valuations thainfsemation and assumptions provided by
management. The fair values of intangible assetslatermined using one of three valuation appraacharket, income or cost. The selection
of a particular method depends on the reliabilftawailable data and the nature of the asset. Tdmkehapproach values the asset based on
available market pricing for comparable assets.ilfbeme approach values the asset based on thenpredue of risk adjusted cash flows
projected to be generated by that asset. The pedj@ash flows for each asset considers multigdtofa from the perspective of a marketplace
participant, including current revenue from exigttustomers, attrition trends, reasonable conteaawal assumptions, royalty rates and
expected profit margins giving consideration tddrisal and expected margins. The cost approaakegahe asset by determining the current
cost of replacing that asset with another of edaivaeconomic utility. The cost to replace the asskects the estimated reproduction or
replacement cost, less an allowance for loss inevdlie to depreciation or obsolescence, with spemfisideration given to economic
obsolescence if indicated.

We perform an annual review on the last day of déaclal year, or more frequently if indicators aftential impairment exist, to determine if
the recorded goodwill and other indefinite-livethingible assets are impaired. We assess goodwilhfmairment by comparing the fair value
of our reporting units to their carrying value tetekmine if there is potential impairment. If ttadrfvalue of a reporting unit is less than its
carrying value, an impairment loss is recordedéxtent that the implied fair value of the godbwithin the reporting unit is less than its
carrying value. Fair values for reporting units determined based on the income and market appgeabidefinite-lived intangible assets are
evaluated for impairment by using the income apgho®efinite-lived intangible assets are reviewtlkast quarterly to determine if any
conditions exist or a change in circumstances basreed that would indicate impairment or a chaingheir remaining useful life.
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We do not believe that the indefinite-lived intdnigiassets or goodwill allocated to our GreathMeldical or QiG segments are at risk of
failing step one of future annual impairment testiess operating conditions significantly deteriergiven the significant amount that our
estimated fair value for these assets was in exafebgir respective book values as of January342 Examples of a significant deterioration
in operating conditions for Greatbatch Medical i@ could include the following: Greatbatch Mediedhe loss of one or more significant
customers, technology obsolescence, product liglgildims or significant manufacturing disrupti@mong others. QiG - regulatory non-
approval of new medical device systems, lack ofkeiaacceptance, discontinuation of significant d@weent projects, technology
obsolescence or failure of technology, among others

Effect of Variation of Key Assumptions Us

The use of alternative valuation assumptions, otialy estimated cash flows and discount rates, Hathative estimated useful life assumpti
could result in significant changes to our intafgisset fair value estimates. These changesrindhie estimates could impact the amount
timing of future intangible asset amortization exgpe and/or result in impairment losses.

We make certain estimates and assumptions that alfile expected future cash flows of our reportings for our goodwill impairment testing.
These include discount rates, terminal values aoggtions of future revenues and expenses. Sggmfichanges in these estimates and
assumptions could create future impairment lossesit goodwill. The assumptions used in our 2013aimment test incorporate the
information disclosed in “2014 Financial Guidanoé’this section as well as other forward-lookingtsinents made in this Management's
Discussion and Analysis of Financial Condition &webults of Operations section.

For our indefinite-lived intangible assets, we makémates of royalty rates, future revenues asdodint rates. Significant changes in these
estimates could create future impairments of thssets.

Estimation of the useful lives of indefinite- anefidite-lived intangible assets is based upon #temated cash flows of the respective
intangible asset and requires significant managémdgment. Events could occur that would mateyiaffect our estimates of the useful lives.
Significant changes in these estimates and assomsptbuld change the amount of future amortizagiqrense or could create future
impairments of these intangible assets.

The way the Company’s management allocates resparaevaluates its businesses determines theingponit level which goodwill is

tested for impairment. Significant changes to threperting units could create future impairmentgaddwill.

As of January 3, 2014 , we have $443.1 millionnt&ngible assets recorded on our consolidated talsimeet representing 50% of total assets
This includes $76.1 million of amortizing intangbdssets, $20.3 million of indefinite-lived intablgi assets and $346.7 million of goodwill. A
1% change in the amortization of our intangibleetssvould change 2013 net income by approximat@l§®Bmillion, or approximately $0.003
per diluted share.

Stock-based compensation

We record compensation costs related to our staskdawards which include stock options, restristedk and restricted stock units. We
measure stock-based compensation cost at thedatbased on the fair value of the award.

Compensation cost for servibased awards is recognized ratably over the ajyhiceesting period. Compensation cost for perforceaawvard
based on Company financial metrics is reassess#dpegiod and recognized based upon the probatiiitlthe performance targets will be
achieved. Compensation cost for performance awzaded on market metrics (such as total shareh@tlen) is expensed each period whe
the performance metrics are achieved or not. Theuatof stock-based compensation expense recogdinéth a period is based on the
portion of the awards that are ultimately expedttedest, as well as market and nonmarket performam@rd considerations. The total expe
recognized over the vesting period will only be ttowse awards that ultimately vest, as well as etaakd nonmarket performance award
considerations.

Assumptions/Approach Use

We utilize the Black-Scholes Option Pricing Modzdetermine the fair value of stock options. Werarpiired to make certain assumptions
with respect to selected Black-Scholes model inpntduding expected volatility, expected life, exped dividend yield and the risk-free
interest rate. Expected volatility is based onhistorical volatility of our stock over the mosteant period commensurate with the estimated
expected life of the stock options. The expectieddf stock options granted, which represents #heogd of time that the stock options are
expected to be outstanding, is based, primarihhistorical data. The expected dividend yield isdzhon our history and expectation of
dividend payouts. The risk-free interest rate isdobon the U.S. Treasury yield curve in effechattime of grant for a period commensurate
with the estimated expected life.
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The fair value of time-based as well as nonmablested performance restricted stock and restri¢ted sinit awards is equal to the fair valu
the Company’s stock on the date of grant. Thevaline of market-based performance restricted stoikawards is determined by utilizing a
Monte Carlo simulation model, which projects théueaof Greatbatch stock versus our peer group umdererous scenarios and determine:
value of the award based upon the present valtleesé projected outcomes.

Compensation cost for nonmarket-based performamneeds is reassessed each period and recognized igase the probability that the
performance targets will be achieved. That assassiméased upon actual and expected future pesfiocm

Stock-based compensation expense is recordeddse twards that are expected to vest, as well detrend nonmarket performance award
considerations. Forfeiture estimates for deterngi@ppropriate stock-based compensation expensstingated at the time of grant based on
historical experience and demographic charactesisRevisions are made to those estimates in subsegeriods if actual forfeitures differ
from estimated forfeitures.

Effect of Variation of Key Assumptions Use

Option pricing models were developed for use imesing the value of traded options that have ratikg restrictions and are fully
transferable. Because our share-based paymentsharecteristics significantly different from thasiefreely traded options, and because
changes in the subjective input assumptions carmally affect our estimates of fair values, exigtivaluation models may not provide reliable
measures of the fair values of our share-based ensapion. Consequently, there is a risk that otimeses of the fair values of our shdrasec
compensation awards may bear little resemblantieetactual values realized upon the exercise, atipir or forfeiture of those share-based
payments in the future. Stock options may expiretmess or otherwise result in zero intrinsic vafisecompared to the fair values originally
estimated on the grant date and reported in owsddimated financial statements. Alternatively, wafoay be realized from these instruments
that are significantly in excess of the fair valogginally estimated on the grant date and regbirieour consolidated financial statements.
There are significant differences among valuatimiets. This may result in a lack of comparabilifyhwother companies that use different
models, methods and assumptions.

There is a high degree of subjectivity involvedaltecting assumptions to be utilized to determaievialue and forfeiture assumptions. If
factors change and result in different assumptiofigture periods, the expense that we recorddturé grants may differ significantly from
what we have recorded in the current period. Addélly, changes in performance of the Company enstock price will affect the likelihood
that performance-based targets are achieved and e@ierially impact the amount of stock-based censation expense recognized.

A 1% change in our stock-based compensation expeoskl change 2013 net income by approximately &@ndlion, or approximately
$0.002 per diluted share.

Inventories

Inventories are stated at the lower of cost, datechusing the first-in, first-out method, or marke

Assumptions/Approach Use

Inventory costing requires complex calculationg thelude assumptions for overhead absorption ps@ample calculations, manufacturing
yield estimates and the determination of whichasay be capitalized. The valuation of inventoiyuiees us to estimate obsolete or exc
inventory, as well as inventory that is not of shle quality.

Effect of Variation of Key Assumptions Us

Variations in methods or assumptions could haveterial impact on our results. If our demand fostdar specific products is greater than
actual demand and we fail to reduce manufacturiigud accordingly, we could be required to recatdional inventory write-downs or
expense a greater amount of overhead costs, whialdvinave a negative impact on our net income.fAlpuary 3, 2014 , we have $118.4
million of inventory recorded on our consolidatealémce sheet representing 13% of total assets. AvfiB&-down of our inventory would
change 2013 net income by approximately $0.8 mijlar approximately $0.03 per diluted share.

Tangqible longlived assets

Property, plant and equipment and other tangibigdoved assets are carried at cost. The costagepty, plant and equipment is charged to
depreciation expense over the estimated life obfierating assets primarily using straight-line@safrangible long-lived assets are subject to
impairment assessment if certain indicators arsquie
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Assumptions/Approach Use

We assess the impairment of tangible long-live@@sshen events or changes in circumstances iedieat the carrying value of the asset
(asset group) may not be recoverable. Factorsaibatonsider in deciding when to perform an impamtreview include, but are not limited

a significant decrease in the market price of $set(asset group); a significant change in thengxir manner in which a lorliyed asset (ass
group) is being used or in its physical conditiarsignificant change in legal factors or in theibess climate that could affect the value of a
long-lived asset (asset group), including an aabioassessment by a regulator; an accumulationsi§ significantly in excess of the amount
originally expected for the construction; a currpatiod operating or cash flow loss combined withistory of operating or cash flow losses or
a projection or forecast that demonstrates cominilosses associated with the use of a long-ligsétgasset group); or a current expectation
that, more likely than not, a long-lived asset ¢aggoup) will be sold or otherwise disposed oh#figantly before the end of its previously
estimated useful life. Recoverability potentialrisasured by comparing the carrying amount of teetgasset group) to the related total future
undiscounted cash flows. The projected cash flawg#éch asset (asset group) considers multiplerfadnhcluding current revenue from
existing customers, proceeds from the sale of $setgasset group), reasonable contract renewahasions, and expected profit margins
giving consideration to historical and expectedgira. If an asset’s (assets group’s) carrying vauet recoverable through related cash
flows, the asset (asset group) is considered impaired. Impairment is measured by comparing #se#s (asset group’s) carrying amount to
its fair value. When it is determined that useiut$ of assets are shorter than originally estichaded there are sufficient cash flows to suppor
the carrying value of the assets, we accelerateatieeof depreciation in order to fully deprecitite assets over their shorter useful lives.

Effect of Variation of Key Assumptions Use

Estimation of the cash flows and useful lives ofgiale assets that are loffiged requires significant management judgment.r&veould occt
that would materially affect our estimates and agsions. Unforeseen changes in operations or tdegpe@ould substantially alter the
assumptions regarding the ability to realize therreof our investment in long-lived assets oruleful lives. Also, as we make manufacturing
process conversions and other facility consoligatiecisions, we must make subjective judgmentsdéggthe remaining cash flows and
useful lives of our assets, primarily manufacturgmiipment and buildings. Significant changes @séhestimates and assumptions could
change the amount of future depreciation expenseuwd create future impairments of these longdiassets (asset groups).

As of January 3, 2014 we have $145.8 million ofjthfe long-lived assets recorded on our consoliiatdance sheet representing 16% of tote
assets. A 1% write-down in our tangible long-liassets would change 2048t income by approximately $0.9 million, or appnoately $0.0¢
per diluted share.

Provision for income taxes

Our consolidated financial statements have begpapee using the asset and liability approach imaetng for income taxes, which requires
the recognition of deferred income taxes for theeeted future tax consequences of net operatisg$osredits, and temporary differences
between the financial statement carrying amountisthé tax bases of assets and liabilities. A vadaallowance is provided on deferred tax
assets if it is determined that it is more likdiam not that the asset will not be realized.

Assumptions/Approach Use

In recording the provision for income taxes, mamaget must estimate the future tax rates applicabikee reversal of temporary differences
based upon the timing of expected reversal. Alstimates are made as to whether taxable operatomgnie in future periods will be sufficient
to fully recognize any gross deferred tax assétecbvery is not likely, we must increase our ps@mn for income taxes by recording a
valuation allowance against the deferred tax asbatave estimate will not ultimately be recovemllternatively, we may make estimates
about the potential usage of deferred tax assatsit#trease our valuation allowances.

The calculation of our tax liabilities involves dieg with uncertainties in the application of compltax regulations. Significant judgment is
required in evaluating our tax positions and deteimy our provision for income taxes. During thélioary course of business, there are many
transactions and calculations for which the ulteratx determination is uncertain. We establishruesefor uncertain tax positions when we
believe that certain tax positions do not meetioge likely than not threshold. We adjust thesemgss in light of changing facts and
circumstances, such as the outcome of a tax autliedapse of statutes of limitations. The praxisfor income taxes includes the impact of
reserve provisions and changes to the reservearthabnsidered appropriate.
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Effect of Variation of Key Assumptions Use

Changes could occur that would materially affeatestimates and assumptions regarding deferred.t&teanges in current tax laws and tax
rates could affect the valuation of deferred tasetssand liabilities, thereby changing the incoaxerovision. Also, significant declines in
taxable income could materially impact the realiealalue of deferred tax assets. At January 3, 20d€thad $34.1 million of gross deferred
tax assets on our consolidated balance sheet aadation allowance of $11.7 million has been dsthbd for certain deferred tax assets as
more likely than not that they will not be realizéd1% change in the effective tax rate would intghe current year provision for income
taxes by $0.5 million, and 2013 diluted earningsgtere by $0.02 per diluted share.
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Our Financial Results

We utilize a fifty-two, fifty-three week fiscal yeanding on the Friday nearest December 31st. IRyseas 2013 , 2012 and 2011 ended on
January 3, 2014 , December 28, 2012 and Decendh@031 , respectively. Fiscal year 2013 contafifgdthree weeks. Fiscal years 20a8c
2011 each contained fifty-two weeks.

Year Ended 2013 vs. 2012 2012 vs. 2011
January 3, December 28, December 30, $ % $ %
2014 2012 2011 Change Change Change Change

Dollars in thousands, except per share data
Greatbatch Medical Sales

Cardiac/
Neuromodulation $ 325,41: $ 306,66¢ $ 303,69 $ 18,74 6% $ 2,97¢ 1%
Orthopaedics 130,24 122,06: 140,27 8,18¢ 7% (18,21¢) (13)%
Portable Medical 78,74% 81,65¢ 9,60¢ (2,916 (4)% 72,05( N/A
Vascular 48,357 51,98( 45,09¢ (3,629 (N% 6,88 15%
Energy 52,48¢ 54,06¢ 48,10( (1,57¢) 3)% 5,96¢ 12 %
Other 25,65¢ 27,28 22,04¢ (1,637) (6)% 5,23¢ 24 %
Total Greatbatch
Medical 660,90: 643,72: 568,82! 17,18( 3% 74,90( 13%
QIG 3,04: 2,45¢ — 58¢ 24 % 2,45¢ NA
Total sales 663,94! 646,17" 568,82! 17,76¢ 3% 77,35t 14%
Cost of sales 444,63. 444 52¢ 388,46 104 — % 56,05¢ 14%
Gross profit 219,31: 201,64¢ 180,35: 17,66¢ 9% 21,29¢ 12 %
Gross profit as a
% of sales 33.0% 31.2% 31.7%

Selling, general and
administrative

expenses (SG&A) 88,10° 80,99: 72,54¢ 7,11°F 9% 8,44 12 %
SG&A as a % of sales 13.3% 125 % 12.8%
Research,

development and
engineering costs, ne

(RD&E) 54,07 52,49( 45,51 1,581 3% 6,97 15%

RD&E as a % of sales 8.1% 8.1 % 8.0%

Other operating

expenses, net 15,79( 42,34¢ 59¢ (26,55¢) (63)% 41,75 NA
Operating incom: 61,33¢ 25,82 61,69¢ 35,51¢ 136 % (35,879 (58)%
Operating margir 9.2% 4.0 % 10.8%

Interest expense 11,26: 18,05¢ 16,92¢ (6,799 (38)% 1,125 7%

Interest income — Q) (22) 1 (100)% 20 (95)%

(Gain) loss on cost
and equity method

investments, net 694 10€ (4,232 58¢ NA 4,33¢ NA
Other expense, net 54€ 931 632 (38E) (41)% 29¢ 47 %
Provision for income
taxes 12,57: 11,52¢ 15,27( 1,04 9% (3,74) (29)%
Effective tax rate 25.7% 171.3 % 31.6%
Net income (lossf 36,26 $ (4,799 $ 33,12 $  41,06¢ NA $ (37,92) (119%
Net margin 5.5% (0.7)% 5.8%
Diluted earnings (loss)
per share $ 1.4z $ (0.20) $ 1.4C $ 1.6 NA $ (2.60) (1149%
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Fiscal 2013Compared with Fiscal2012
Sales

Changes to sales by major product lines were &sifsl(dollars in thousands):

Year Ended 2013 vs. 2012
January 3, December 28, $ %
2014 2012 Change Change
Sales:
Greatbatch Medical
Cardiac/Neuromodulation $ 32541. $ 306,66¢ $ 18,74 6 %
Orthopaedics 130,24 122,06: 8,18¢ 7%
Portable Medical 78,74 81,65¢ (2,91¢€) (4%
Vascular 48,357 51,98( (3,629 (7%
Energy 52,48¢ 54,06¢ (1,579¢) 3%
Other 25,65¢ 27,28’ (1,637) (6)%
Total Greatbatch Medical 660,90: 643,72. 17,18( 3%
QIiG 3,04: 2,45k 58¢ 24%
Total sales $ 663,94! $ 646,177 $ 17,76¢ 3%

Greatbatch Medical Sales Highlights
Total 2013 sales for Greatbatch Medical increaged®$660.9 million. The most significant driverfstiois increase were as follows:

For 2013, our cardiac/neuromodulation sales irsre®% to $325.4 million which exceeded our expgieets. During 2013, cardiac and
neuromodulation sales benefited from stronger nigr&gformance and continued deepening relationshigrsour OEM partners. More
specifically, we experienced strong growth in badt® capacitors, leads, and assembly revenue.oitéae to see an increased pace of prc
development opportunities from our cardiac cust@néfe believe that these opportunities, combinal wur increased sales and marketing
resources, will allow the Company to continue tovgthis product line faster than the underlying kear

Orthopaedic product line sales for 2013 increagéd@mpared to the same period of 2012 . Durinditeequarter of 2013, the Company
divested certain nonere orthopaedic product lines, which reduced 2irif¥opaedic revenue by approximately $15 milliocamparison to tt
prior year. Additionally, foreign currency exchamgge fluctuations benefited orthopaedic revenuagproximately $2 million in comparison
to the prior year. On an organic constant currdyasis, orthopaedic product line sales increasedif@¥mparison to 2012. This organic
constant currency improvement was across all ogdjg products and was above market growth ratemply due to our increased sales and
marketing efforts, customer market share gaingpowsr product launches, as well as the releasaakibg built up as a result of our Swiss
orthopaedic facility consolidation near the en@012.

During 2013 portable medical sales decreased $8l@mor 4% compared to 2012. During the secontf b& 2013, this product line w.
impacted by our increased pricing discipline, whigsulted in the loss of two lower margin portabledical programs accounting
approximately $9 million of revenues in 2013. Weest these factors to continue to impact the ygar gear comparisons for this product
for the next three quarters. We believe that we redurn this product line back to historical grovethce we are past this period of diffic
comparisons.

For 2013, our vascular product line sales dectk$i8e5 million or 7% as a result of the previoustynmunicated voluntary recall of two
vascular medical devices in the fourth quarter@f2 We began reshipping one of these productseifiaurth quarter of 2013.

QIG - QiG revenue includes sales of neural interfachrielogy, components and systems to the neuroscemt clinical markets. The 24%

revenue growth for 2013 in comparison to 2012 wasarily due to having a full year of sales fromudeNexus, which was acquired in
February 2012, as well as the higher growth charistics of the neuroscience and clinical markets.
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Gross Profit

Changes to gross profit as a percentage of salesprienarily due to the following:

2013-2012
% Point Change
Impact of Swiss consolidatid# 0.4%
Performance-based compensatin (0.5%
Cost savings and production efficiencfes 2.L%
Other (0.1)%
Total percentage point change to gross profit pereentage of sales 1.8%

(a) Our Gross Margin benefited approximately $2ilfion from the consolidation of our Swiss orthopaefacilities into other existing
Greatbatch facilities in the first quarter of 20TBe 2012 gross profit percentage includes thethegenpact of production inefficiencies
at those facilities.

(b) Amount represents higher performance-basegeaosation versus the prior year of approximately $3llion and is recorded based upon
actual results achieved. Performance-based comjp@m#maccrued based upon the level of performamntiéeved relative to targets set at
the beginning of the year.

(c) Our Gross Margin percentage benefited frontdpetion efficiencies gained at our manufacturingjlfées as a result of our various lean
and supply chain initiatives, as well as highedpiaiion volumes due to increased sales and invelauels.

Over the longerm, we expect to see Gross Margin improvementgedgverage our organic growth across our manuifexct footprint and du
to the various productivity improvement initiativibat are being implemented (See “Cost SavingsCGamsolidation Efforts” section of this
Item). Additionally, we expect our Gross Marginiftgprove as more system and device level produetinaroduced, which typically earn a
higher margin.

SG&A Expense
Changes to SG&A expenses were primarily due tdahewing (in thousands):

2013-2012

$ Change
Selling and marketing $ 3,84¢
Performance-based compensatton 2,68(
Swiss consolidatiof? (1,359)
Other® 1,94¢
Net increase in SG&A $ 7,11¢

(&) Amount represents the incremental SG&A expensiated to our decision near the end of 2018dease selling and marketing resource
to drive core business growth and sustain a pipgimorder to achieve our 5% or better organienee growth performance goal.

(b) Amount represents the change in performdraseed compensation versus the prior year periodsaiedorded based upon the actual re
achieved. Performance-based compensation is acbasedl upon the level of performance achievedivel& targets set at the beginning
of the year.

(c) Amount represents the estimated impact to SG&Ascasta result of the consolidation of our Swiskapaedic facilities into other existi
Greatbatch facilities, which was completed in tingt fquarter of 2013.

(d) Amount represents various cost increases iR/SExpenses that occurred during 2013 includingdditional week of operations in
comparison to 2012 as the Company utilizes a fiftg; fifty-three week fiscal year, which ends oe #riday nearest December 31st.
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RD&E Expenses, Ne

Net RD&E costs were as follows (in thousant

Year Ended
January 3, December 28,
2014 2012 Change
Research and development costs $ 17,95 $ 24,07. $ (6,11¢)
Engineering costs 44,69¢ 38,77: 5,922
Less cost reimbursements (8,575 (10,35%) 1,78:
Total RD&E, net $ 54,077 $ 52,49 $ 1,587

Net RD&E for2013 increased $1.6 million to $54.1 million. Thisrease was attributable to a decrease of $1l®mih customer cost
reimbursements compared to the prior year duegdirthing of achievement of milestones on variowggmts. During the second half of 2012,
we began to implement an initiative to optimize BRID&E investment. This included the reallocatiorRID&E resources to higher priority
projects, the postponement of some RD&E projestsyell as the decision to pursue various altereatte monetize some of our existing
intellectual property that are outside our coreimess. Additionally, our Swiss orthopaedic facilitgnsolidation contributed to a reduction in
RD&E expenses of $3.1 million. The benefit that wealized in 2013 from these initiatives was offtsgtn increase in performance-based
compensation ($1.4 million), a higher level of D¥adsts ($0.6 million), as well as the additional weépayroll expense incurred during 2013.

In total, net costs incurred by our QiG segmertl@iding gross profit and SG&A), which is responeibbr the development of our medical
device systems, were $30.5 million for 2013 comg@oe$32.6 million for 2012. 2013 QIG results ind$u$5.8 million of DVT costs incurred
in connection with our development of a neuromoiilfaplatform compared to $5.2 million for 2012.G medical device technology
investment is primarily focused on successfully omrcializing Algostim, which was submitted for PNefsproval in December 2013.

Other Operating Expenses, Net
Other operating expenses, net were comprised dbtlesving (in thousands):

Year Ended
January 3, December 28,
2014 2012 Change
2013 operating unit realignmefit $ 5,62t $ — 3 5,62t
Orthopaedic facility optimizatiof? 8,03¢ 32,48: (24,44))
Medical device facility optimizatiof? 312 1,52¢ (1,219
ERP system upgrad@ 78% 5,041 (4,25%
Acquisition and integration (income) cois (502) 1,46( (1,962
Asset dispositions, severance and ofter 1,53¢ 1,83¢ (309
Total other operating expenses, net $ 15,79C 42,34¢  $ (26,55

(a) Refer to “Cost Savings and Consolidation Effbsection of this Item and Note 13 “Other OpeargtExpenses, Net” of the Notes to
Consolidated Financial Statements contained in Beohthis report for disclosures related to timeitig and level of remaining expenditu
for these initiatives.

(b) During 2013 and 2012, we incurred costs (ineprelated to the integration of Micro Power andidd@exus. These expenses were
primarily for retention bonuses, travel costs immection with integration efforts, training, sevaca and the change in fair value of the
contingent consideration recorded in connectiom Witse acquisitions.

(c) During 2013 and 2012, we recorded losses iimection with various asset disposals and/or vaiitens. Additionally, during 2013, we
recorded a $0.9 million write-off related to our@less sensing product line and a $0.5 millionevoif of NeuroNexus IPR&D. During
2012, we incurred $1.2 million of costs relatedhe relocation of our global headquarters to Fridexas.

We continually evaluate our operating structureritier to maximize efficiencies and drive marginaxgion. Future other operating expenses
are expected to be lower than the 2013 levelschuid be impacted if new consolidation and optirticrainitiatives are undertaken.
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Interest Expense and Interest Incon

Interest expense for 2013 decreased $6.8 milli@m 2012 due to lower discount amortization as altes$ the repayment of our convertible
subordinated notes during the first quarter of 2@4&litionally, interest expense decreased duewet outstanding debt balances, and lower
interest rates paid on outstanding debt. During320k made net repayments of $33.3 million on Iterga debt. See Note 9 “Debt” of the
Notes to Consolidated Financial Statements condaimétem 8 of this report. Interest income for 304as relatively consistent with 201

(Gain) Loss on Cost and Equity Method Investments

During 2013 and 2012, we incurred losses on ouras equity method investments. These investnagetin start-up research and
development companies whose fair value is highbjestiive in nature and subject to future fluctuasipwhich could be significant. Our
recorded investment in cost and equity method imvests was $12.3 million at January 3, 2014.

Other Expense, Net

Other expense, net primarily includes the impadbadign currency exchange rate fluctuations ongaations denominated in foreign
currencies. We generally do not expect foreigneney exchange rate fluctuations to have a matiemahct on our results of operations.

Provision for Income Taxe:!

The effective tax rate for the year ended Janua®034 was 25.7%, versus 171.3% for 2012 . Thedstdone U.S. component of the effective
tax rate for the year ended January 3, 2014 w&¥@0ersus 33.1% for 2012 . This decrease was piinaitributable to $6.2 million of tax
charges recorded in 2012 relating to our Swissd@pdkdic consolidation. These charges related t#iseof our Swiss tax holiday, due to our
decision in 2012 to discontinue manufacturing irt3gvland and the valuation allowance establishedwr Swiss deferred tax assets, as it wa
more likely than not that they will not be fullyalezed. The reinstatement of the R&D tax credi2@13, as well as higher income in lower tax
rate jurisdictions also contributed to the moreofable tax rate in 2013. The provision for incomeess for 2013 differs from the U.S. statutory
rate due to the following (dollars in thousands):

u.s. International Combined

$ % $ % $ %
Income before provision for income
taxes $ 42,39: $ 6,44¢ $ 48,83¢
Provision at statutory rate $ 14,83 35.(% $ 2,25¢€ 35.(% $ 17,09: 35.C%
Federal tax credit® (3,65)) (8.6) — — (3,65)) (7.9
Foreign rate differential — — (34¢) (5.9 (34¢) (0.7)
Uncertain tax positions 831 2.C — — 831 1.7
State taxes, net of federal benefit 1,143 . — — 1,147 2.8
Change in foreign tax raté&% — — (1,80%) (28.0 (1,80%) (3.9
Valuation allowance 17€ 0.4 10 0.2 18¢ 0.4
Other (634) (1.5) (24€) (3.9 (880) (1.9
Provision for income taxes/effective te
rate $ 12,70¢ 30.C% $ (13%) (2.0% $ 12,57: 25.7%

(a) Amounts relate to the retroactive reinstatenoétiie U.S. R&D tax credit. On January 2, 2018, Bresident signed into law the American
Taxpayer Relief Act of 2012 (the “Act”), which inaded a retroactive extension of the section 41 R&Dcredit that had expired on
December 31, 2011. Under the Act, the R&D credéxitended for two years retroactively from Janugr2012 through December 31, 2(
As the Act was signed into law on January 2, 2818 effects of the change in the tax law were razmgl as a financial statement event in
the financial statement period that includes the ddenactment. As such, we recorded a benefibiR&D credits earned in 2012 and
2013 through the fiscal 2013 effective tax rate.

(b) Amounts relate to the tax benefit recordedda2relating to Mexican Tax Reform Package andraréble Swiss tax ruling. On December
12, 2013, the 2014 Mexican Tax Reform Package &figct. This tax reform repealed the previous Maritmcome tax law, including the
flat tax regime and tax consolidation. The Mexicanporate income tax rate of 30% will be maintain®sl such, for U.S. GAAP purposes,
the deferred tax items, historically carried at 1f7&6 flat tax rate, were adjusted to reflect ayiag value of 30%. Since our Mexican
subsidiary was in an overall deferred tax assetipos
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as of the enactment date the adjustment to 30%tedsn an overall deferred tax benefit which wasarded in 2013. In addition, during
2013, our Swiss subsidiary filed for a tax rulimgjuesting a reduced income tax rate in Switzerlfelreceived an approved ruling in
December 2013 effectively reducing the Swiss té& flam 22.6% to approximately 9.3% depending eisglictional mix of revenues and
expenditures. As such, the carrying value of tHerded taxes, which reflected a net deferred t@hility position as of the date of
enactment, have been adjusted to reflect the edigction. The adjusted carrying value resultedriedaiction to the deferred tax liability a
a corresponding deferred tax benefit.

There is a potential for volatility of the effeativax rate due to several factors, including charg¢he mix of pre-tax income and the
jurisdictions to which it relates, business acdiass, settlements with taxing authorities and ifgmecurrency exchange rate fluctuations
addition, we continue to explore tax planning oppeities that may have a material impact on ouzaiVe tax rate.

We believe it is reasonably possible that a rednabf up to $0.1 million of the balance of our wwgnized tax benefits may occur within the
next twelve months as a result of the expiratioapylicable statutes of limitation and potentiadiagettlements, which would positively imp
the effective tax rate in the period of reduction.

Fiscal 2012Compared with Fiscal2011
Sales

Changes to sales by major product lines were &sifsl(dollars in thousands):

Year Ended 2012 vs. 2011
December 28, December 30, $ %
2012 2011 Change Change
Sales:
Greatbatch Medical
Cardiac/Neuromodulation $ 306,66¢ $ 303,69 $ 2,97¢ 1%
Orthopaedics 122,06: 140,27 (18,21¢) (13)%
Portable Medical 81,65¢ 9,60¢ 72,05( N/A
Vascular 51,98( 45,09¢ 6,88: 15%
Energy 54,06¢ 48,10( 5,96¢ 12 %
Other 27,28 22,04¢ 5,23¢ 24 %
Total Greatbatch Medical 643,72. 568,82: 74,90( 13%
QIiG 2,45¢ — 2,45tk N/A
Total sales $ 646,17 $ 568,82 $ 77,35¢ 14 %

Greatbatch Medical Sales Highlights

Total 2012 sales for Greatbatch Medical increass®d fio $643.7 million. The most significant drivefsthis increase were as follows:

For 2012, our cardiac/neuromodulation sales ine@d$6 to $306.7 million. During 2012, cardiac aedmemodulation sales benefited from
further adoption of our Q series batteries pastiaffset by the timing of customer inventory builgisd product launches between 2011 and
2012.

Orthopaedic product line sales for 2012 declinet T®mpared to the same period of 2011. On an crgamistant currency basis, orthopaedic
sales declined 8% for 2012 as foreign currency amgh rate fluctuations decreased orthopaedic revepapproximately $6 million. The
remaining decline in 2012 orthopaedic sales wasaltr of price concessions provided to customearsyedl as fewer customer product launc
and development opportunities due to operatiosalds at our Swiss orthopaedic facilities, whichensmggressively addressed in 2012. In
addition to the consolidation of manufacturing,idgr2012, we also streamlined our Swiss orthopagdiduct line offerings. This included the
sale of several non-core product lines to an indeeet third party near the end of the year, whloked in early 2013.

The portable medical, energy and other 2012 sateeased $83.3 million to $163.0 million. Theseesahcluded $82.4 million of incremental
revenue related to the acquisition of Micro PoweDecember 2011. On an organic basis, revenuetiiese product lines were consistent v
the prior year. During 2012, the Micro Power acijiais benefited from successful product launchés the portable medical market.
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For 2012, our vascular product line sales increds8d to $52.0 million. This increase was primaatyributable to growth in the underlying
market and market share gains. Additionally, vaacrtdvenue for the year included $6.6 million freafes of medical devices that were
developed under the Greatbatch name compared3m$Hlion for 2011, an increase of 47%.

QIG - 2012 revenue includes sales from NeuroNexus Taobies, Inc., which was acquired in February 2012.

Gross Profit
Changes to gross profit as a percentage of salespugnarily due to the following:

2012-2011
% Point Change
Impact of acquisition® (1.2)%
Excess capacity & Swiss production inefficiendies (1.€)%
Volume and productivit{? 2.2%
Performance-based compensatton 0.4%
Selling price® (0.5)%
Other 0.2%
Total percentage point change to gross profit @sreentage of sales (0.5)%

(a) Our gross profit percentage was impacted by thaiaitipn of Micro Power in December 2011, which lelbwer gross margin percente
due to its higher percentage of material cost®mpmarison to our legacy businesses. Additionallyird) 2012 we recognized $0.5 million
of inventory step-up amortization in connectionhattiis acquisition.

(b) Our gross profit percentage was negativelyaiot@d during 2012 due to production inefficien@esur Swiss orthopaedic facilities.
Additionally, as a result of the addition of ourrB@/ayne facility in the second quarter of 2012, experienced excess capacity costs in
comparison to 2011. In accordance with our invgnémcounting policy, excess capacity costs areresgukin the period they occur.

(c) Our gross profit percentage benefited fronhbigsales volumes, primarily cardiac and vascakamyell as production efficiencies gained a
our manufacturing facilities as a result of ourieas lean and supply chain initiatives.

(d) Amount represents the change in performansedaompensation versus the prior year and isdeddrsased upon the actual results
achieved. Performance-based compensation is acbasadl upon the level of performance achievedvelat targets set at the beginning
of the year.

(e) Our gross profit percentage has been neggtinglacted in comparison to the prior year by pdoacessions given to our larger OEM
customers in exchange for long-term contracts.

SG&A Expenset
Changes to SG&A expenses were primarily due tdahewing (in thousands):

2012-2011

$ Change
Impact of acquisition® $ 9,55:
Professional and consulting expeftse 743
Medical device strategy communicatitn (507)
Other® (1,350
Net increase in SG&A $ 8,44¢

(a) Amount represents the incremental SG&A expeims2612 related to the acquisition of Micro Powed NeuroNexus.

(b) Amount represents the change in professiordlcansulting expense from 2011 and reflects a higwel of costs incurred in connection
with our medical device strategy and our incredsedstment in sales and marketing to drive corénass growth.

(c) Amount represents the costs incurred duringld68Xonnection with the communication of our medlidevice strategy to shareholders,
customers and associates including costs incuareour Investor Day held in the first quarter ofl20which did not recur in 2012.
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(d) Amount represents various decreases in SG&&mrsgs during 2012 and reflects the cost contridhiivies being implemented by the
Company including cost reductions in connectiorhwitir Swiss orthopaedic consolidations.

RD&E Expenses, Ne
Net RD&E costs were as follows (in thousant

Year Ended
December 28, December 30
2012 2011 Change
Research and development costs $ 24,07 $ 19,01 $ 5,05}
Engineering costs 38,77: 35,47: 3,30¢
Less cost reimbursements (10,359 (8,979 (1,38%)
Total RD&E, net $ 52,49( $ 45,51 % 6,971

Net RD&E for 2012 increased $7.0 million to $52.8lion. Approximately $2.6 million of this increaseas a result of the operations from
recent acquisitions. Additionally, $3.2 million tfis increase can be attributed to the RD&E investinin the development of complete mec
devices, which totaled $24.8 million for 2012 comguhto $21.6 million for 2011. In total, net medidavice costs incurred by our QIG
segment (including gross profit and SG&A) were $3aillion for 2012 compared to $27.3 million for2D 2012 QIG results include $5.2
million of DVT costs incurred in connection with odevelopment of a neuromodulation platform comgdoce$5.1 million for 2011.

During the second half of 2012, we began to impleta@ initiative to optimize our RD&E investmenti¥ included the reallocation of RD&E
resources to higher priority projects, the postpomet of some RD&E projects, as well as the decitigoursue various alternatives to mone
some of our existing intellectual property that emgside our core business. As a result of thisainie, RD&E for the second half of 2012 was
$3.7 million lower than the first half of 2012.

The increase in cost reimbursements in 2012 wasudtrof our NeuroNexus acquisition. These coshbeirsements can vary significantly frc
year to year due to the timing of the achievemémiitestones on development projec

Other Operating Expenses, Net

Other operating expenses, net were comprised dbtlesving (in thousands):

Year Ended
December 28, December 30,
2012 2011 Change
Orthopaedic facility optimizatiof? $ 32,48. $ 42 3 32,05°
Medical device facility optimizatiof? 1,52¢ — 1,52t
ERP system upgrad@ 5,041 — 5,041
Acquisition and integration costs 1,46( — 1,46(
Asset dispositions, severance and ofber 1,83¢ 16¢ 1,67C
Total other operating expenses, net $ 42,34¢ $ 59: $ 41,75

(a) Refer to “Cost Savings and Consolidation BEffbsection of this Item and Note 13 “Other OpergtExpenses, Net” of the Notes to
Consolidated Financial Statements contained in Bevhthis report for disclosures related to timeitig and level of remaining expenditu
for these initiatives.

(b) During 2012, we incurred costs related toitiegration of Micro Power and NeuroNexus. Theggeases were primarily for retention
bonuses, travel costs in connection with integragifforts, and severance.

(c) During 2012 and 2011, we recorded write-downsonnection with various asset disposals, na@i@france proceeds received, if any.
Additionally, during 2012, we incurred $1.2 milliari costs related to the relocation of our glokeddiquarters to Frisco, Texas. During
2011, we incurred $0.6 million of acquisition reldtcosts in connection with our purchase of Micoavér.
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Interest Expense and Interest Incon

Interest expense for 2012 increased $1.1 millicer @11 due to the increased discount amortizatitated to our convertible notes, which
being amortized utilizing the effective interestthml. See Note 9 “Debtif the Notes to Consolidated Financial Statemenitsained in Item |
of this report. Interest income for 2012 was rgklii consistent with 2011.

(Gain) Loss on Cost and Equity Method Investments

In 2011, we sold our cost method investment inledEMedical, Inc. (“IntElect”) in conjunction witBoston Scientific’s acquisition of

IntElect. We obtained our ownership interest irElatt through our acquisition of BIOMEC, Inc. in®@Dand two subsequent additional
investments. This transaction resulted in a preg&r of $4.5 million. During 2012 and 2011, weageized impairment charges related to our
cost and equity method investments of $0.1 milaod $0.3 million, respectively.

Other Expense, Net

Other expense, net primarily includes the impadbadign currency exchange rate fluctuations ongaations denominated in foreign
currencies.

Provision for Income Taxe:

The effective tax rate for 2012 was 171.3% versu® for 2011 . The stand-alone U.S. componert®gffective tax rate for the year ended
December 28, 2012 was 33.1% versus 31.5% for ZIMd fluctuation between the overall rate betweel?2ind 2011 is primarily attributable
to approximately $6.2 million of tax charges (apgmuately 92% increase in our effective tax rat&preled in connection with our Swiss
orthopaedic restructuring. These charges relateetdoss of our Swiss tax holiday, due to our 28&@ision to transfer manufacturing out of
Switzerland, as well as the establishment of aatadn allowance on a portion of our Swiss defeteedassets as it is more likely than not that
they will not be fully realized. Additionally, o012 effective tax rate reflects the impact of appnately $31.3 million of losses resulting
from our Swiss restructuring, the benefit of whagle recorded at the lower Swiss effective tax thigs giving rise to an approximate 57%
increase in the overall effective tax rate of ttmmpany. See Note 14 “Income Taxes” of the Nota¢bhéaConsolidated Financial Statements
contained in Item 8 of this report for a recontitia of the U.S. statutory rate to our effective tate.

Liquidity and Capital Resources

At
January 3, December 28,

(Dollars in thousands) 2014 2012
Cash and cash equivalents $ 3546f $ 20,28¢
Working capital $ 190,73: $ 176,371
Current ratio 3.0¢ 2.92

The increase in cash and cash equivalents fromrBleee28, 2012 is due primarily to operating incamaened during 2013. Excluding
estimated tax payments made in 2013 of $28.8 mili@ating to the retirement of our convertible guinated notes, we generated $85.5
million of cash flows from operations as compar@®64.8 million in 2012. These increases were aidytoffset by maintenance level prope
plant and equipment purchases of $18.6 milliorwelsas net repayments made on our loagrn debt of $33.3 million. This increase in cees
well as our increased working capital levels in@pation of higher sales and critical raw matepatchases, were the primary drivers behind
our current ratio increase. Of the $35.5 milliorcagh on hand as of January 3, 2014 , $5.6 mikitreing held at our foreign subsidiaries and
is considered permanently reinvested.

Revolving Line of Credi— In September 2013, we amended and extended exlit facility (the “Credit Facility”), which consis of a $300
million revolving line of credit (the “Revolving @dit Facility”), a $200 million term loan (the “TrarLoan”), a $15 million letter of credit
subfacility, and a $15 million swingline subfagjlifThe Credit Facility can be increased by $200iomlupon the Company's request and
approval by the lenders. The Revolving Credit Fgcilas a maturity date of September 20, 2018, whiay be extended to September 20,
2019 upon notice by us and subject to certain ¢mmdi. The principal of the Term Loan is payablegirarterly installments as specified in the
Credit Facility until its maturity date of Septem!2®, 2019 when the unpaid balance is due in full.

The Credit Facility is supported by a consortiunfidéen banks with no bank controlling more tha@%d of the facility. As of January 3, 2014 ,
each bank supporting the Credit Facility has an &t rating of at least BBB or better, whiclcansidered investment grade.
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The Credit Facility requires us to maintain a rajlifour quarter ratio of adjusted EBITDA to inteérespense of at least 3.0 to 1.0. For the
twelve month period ended January 3, 2014 , oo cdtadjusted EBITDA to interest expense, caladah accordance with our credit
agreement, was 22.4 to 1.00, well above the regjliimat. The Credit Facility also requires us tointain a total leverage ratio of not greater
than 4.5 to 1.0 and not greater than 4.25 to b danuary 2, 2016. As of January 3, 2014 , dat teverage ratio, calculated in accordance
with our credit agreement, was 1.53 to 1.00, welbty the required limit.

The Credit Facility contains customary events dadk. Upon the occurrence and during the contieeast an event of default, a majority of
the lenders may declare the outstanding advanakalbother obligations under the Credit Facilitymediately due and payable. See Note 9
“Debt” of the Notes to Consolidated Financial Sta¢ats contained in Item 8 of this report.

As of January 3, 2014 , we had $300 million of baiing capacity available under the Credit Facilithis amount may vary from period to
period based upon our debt and EBITDA levels, wighacts the covenant calculations discussed alWeebelieve that our cash flow from
operations and the Credit Facility provide adeqligtedity to meet our short- and long-term fundingeds.

Operating activities -Cash flows from operating activities for 2013 w8E86.8 million compared to $64.8 million for 2012ufing 2013, we
made estimated tax payments related to the retmeafeur convertible subordinated notes of $28ifion. Refer to Note 9 “Debt” contained
in Item 8 of this report for further discussion.dixding these tax payments, cash flow from openattotaled $85.5 million. This increase in
adjusted cash flow from operations as compare®1@ s a result of a higher level of cash operaitiegme partially offset by higher working
capital levels in anticipation of higher sales antical raw material purchases. During 2013, waueed our receivable balances by $7.2
million and continue to remain focused on cash fimeration.

Investing activitie— Net cash used in investing activities for 2013 %$48.3 million compared to $59.8 million for 20This was net of $4.7
million of proceeds received from the sale of owisS orthopaedic product lines, which closed duthegfirst quarter of 2013. The decrease in
cash used in investing activities from 2012 prifyanélates to a decline in capital expenditure$2#.5 million from 2012 due to the
completion of various consolidation and optimizatinitiatives discussed in the “Cost Savings and<otidation Efforts” section of this Item
(primarily the construction of our Fort Wayne fégiwhich was completed in 2012). Additionally, tB®@mpany made $17.2 million of cash
payments in 2012 related to its acquisitions. Qurent expectation is that capital spending for2@dll be in the range of $25 million to $35
million, of which approximately half is discretiotyan nature. We anticipate that cash on hand, @asls from operations and availability
under our Credit Facility will be sufficient to fdrthese capital expenditures. As part of our grastthtegy, we have and will continue to
consider targeted and opportunistic acquisitions.

Financing activities -Net cash used in financing activities for 2013 %28.4 million compared to $21.5 million for theqriyear period.
During 2013, we made $33.3 million of net long-tedabt repayments as compared to $22.0 million k228 cash flows from operations was
significantly higher than our cash used in invegtictivities. These net repayments were partidfiyed by $12.8 million of cash received from
the issuance of common stock under our stock-besegbensation plans (i.e. exercise of stock optigasjus $1.3 million in 2012 due to our
higher stock price in 2013.

Capital Structure -As of January 3, 2014 , our capital structure csiedi of $197.5 million of debt outstanding on @t loan and 24.4

million shares of common stock outstanding. Addiéitly, we had $35.5 million in cash and cash edeivs, which we believe is sufficient to
meet our short-term operating cash needs. If napgsse have available borrowing capacity under@uadit Facility and are authorized to
issue 100 million shares of common stock and 10Domishares of preferred stock. We believe thaieiéded we can access public markets to
raise additional capital. We believe that our cpstructure provides adequate funding to meegoawth objectives. We continuously evalu
our capital structure as it relates to our antigddong-term funding needs. Changes to our cagiitatture may occur as a result of this
analysis, or changes in market conditions. Goimgidod, we expect excess cash flow from operatior®tused to fund our remaining
consolidation initiatives, potential acquisitionsdeto pay down outstanding debt.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements witleimtbaning of Item 303(a)(4) of Regulation S-K.
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Litigation

We are party to various legal actions arising mniormal course of business. A description of peméigal actions against the Company is sef
forth at Note 15 “Commitments and Contingenciesthaf Notes to Consolidated Financial Statementsagued at Item 8 of this report. We do
not believe that the ultimate resolution of anyiwidlal pending legal action will have a materitieet on our consolidated results of
operations, financial position or cash flows. Hoeg\itigation is subject to inherent uncertaintéa®l there can be no assurance that any
pending legal action, which we currently believéo&immaterial, does not become material in theréut

Contractual Obligations

The following table summarizes our contractual gdgiions at January 3, 2014 :

Payments due by period

Less than 1 More than 5

CONTRACTUAL OBLIGATIONS Total year 1-3 years 3-5years years

Debt obligations? $ 221,46t $ 14,92¢ $ 36,77: $ 48,08 $ 121,68:
Operating lease obligatiofs 17,347 5,26¢ 8,68¢ 2,45¢ 93€
Purchase obligatior 24,42 17,11¢ 4,10¢ 3,14( 60
Foreign currency contract$ 14,00( 14,00( — — —
Defined benefit plan obligatiorid 1,657 381 127 23¢ 91C
Total contractual obligations $ 278,89° $ 51,69t % 49,69¢ $ 53917 $ 123,58¢

(@) Includes the annual interest expense on tB&.$Imillion outstanding on our Term Loan basedruhe period end weighted average
interest rate of 1.87%, which includes the impdaiw interest rate swap agreement. Also include? #illion of deferred federal and
state taxes on our convertible subordinated nbegsaill be due between 2014 and 2018. See Nof2ebt” of the Notes to Consolidated
Financial Statements contained in Item 8 of thigore

(b) See Note 15 “Commitments and ContingencieshefNotes to Consolidated Financial Statementsagoed in Item 8 of this report for
additional information about our operating leageschase obligations and foreign currency contracts

(c) See Note 10 “Defined Benefit Plans” of the &oto Consolidated Financial Statements contaiméteiin 8 of this report for additional
information about our defined benefit plan obligas. Plan assets are expected to be sufficierdvier plan liabilities.

This table does not reflect $1.9 million of unresizgd tax benefits as we are uncertain as towfteen such amounts may be settled. Refer to
Note 14“Income Taxes” of the Notes to Consolidated FinahStatements in Item 8 of this report for addigibimformation about these
unrecognized tax benefits.

We self-fund the medical insurance coverage pravideour U.S. based employees. We limit our riskualgh the use of stop loss insurance. A
of January 3, 2014 , we had $1.6 million accrudaked to our self-insurance obligations under oediwal plan. This accrual is recorded in
Accrued Expenses in the Consolidated Balance Saeeétis primarily based upon claim history. For20We have specific stop loss coverage
per associate for claims in the year exceeding $2@%sand per associate with no annual maximumeaggg stop loss coverage. This table
does not reflect any potential future payments#éf-insured medical claims.

We were a member of a group self-insurance tradtptovided workers’ compensation benefits to onpleyees in Western New York (the
“Trust”). During 2011, we were naotified by the Ttus its intention to cease operations and weressssl $0.6 million as an estimate of our
pro-rata share of future costs related to the Tilss amount was accrued and paid in 2011. In 20182012 we utilized traditional insurance
to provide workers’ compensation benefits to ouplayees. Based on actual experience, we couldveeeiefund or be assessed additional
contributions for workerscompensation claims as each participating orgapizé#tas joint and several liability for Trust oldigpns if the asse
of the Trust are not sufficient to cover those gdiions.
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Inflation

We utilize certain critical raw materials (includiprecious metals) in our products that we obtamfa limited number of suppliers due to the
technically challenging requirements of the sugpfieoduct and/or the lengthy process required tifyuhese materials with our customers.
We cannot quickly establish additional or replacenseippliers for these materials because of theggirements. Our results may be negati
impacted by an increase in the price of thesecatitaw materials. This risk is partially mitigatasl many of the supply agreements with our
customers allow us to partially adjust prices far impact of any raw material price increases aadstipply agreements with our vendors have
final one-time buy clauses to meet a long-term nekstorically, raw material price increases haeématerially impacted our results of
operations.

Impact of Recently Issued Accounting Standards

In the normal course of business, we evaluateeall accounting pronouncements issued by the Finladic@unting Standards Board
(“FASB"), SEC, Emerging Issues Task Force (“EITF)merican Institute of Certified Public Accountat8lCPA") or other authoritative
accounting bodies to determine the potential imgizey may have on our Consolidated Financial Statés See Note 1 “Summary of
Significant Accounting Policies” of the Notes tor3olidated Financial Statements contained in Itevht8is report for additional information
about these recently issued accounting standarithair potential impact on our financial conditionresults of operations.

ITEM 7A.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Foreign Currency —“We have operations in France, Mexico and Switzdrlarmich expose the Company to foreign currencyharge rate
fluctuations due to transactions denominated iroEu¥iexican pesos and Swiss francs, respectivedycivitinuously evaluate our foreign
currency risk and will take action from time to &rimn order to best mitigate these risks, whichudek the use of various derivative instrument
such as forward currency exchange rate contradigypéthetical 10% change in the value of the Udladin relation to our most significant
foreign currency exposures would have had an implaapproximately $8 million on our annual salelisTamount is not indicative of the
hypothetical net earnings impact due to offsetiimgacts on cost of sales and operating expendbs$e currencies. We estimate that foreign
currency exchange rate fluctuations during 2018siased sales in comparison to 2012 by approximé&giyillion.

In 2013, we entered into a forward contracts tapase 8.4 million and 7.0 million Mexican pesospenth beginning in January 2014
through December 2014 at an exchange rate of $0.0&6peso and $0.0752 per peso, respectively el¢mdracts were entered into in order
to hedge the risk of peso-denominated paymentsi@sed with a portion of the operations at our aija, Mexico facility for 2014 and are
being accounted for as cash flow hedges.

As of January 3, 2014, these contracts had a nvegiiir value of $0.1 million, which is recordedtiin Accrued Expenses in the Consolidated
Balance Sheet. The amount recorded as a redudtioast of Sales during 2013 related to these fatveantracts was $1.2 million. No portion
of the change in fair value of our foreign currecoytracts during 2013 was considered ineffective.

We translate all assets and liabilities of our iigmeoperations, where the U.S. dollar is not thecfional currency, at the period-end exchange
rate and translate sales and expenses at the av@telgange rates in effect during the period. Tieeffect of these translation adjustments is
recorded in the Consolidated Financial StatemenBamnprehensive Income (Loss). The translationsagient for 2013 was a $1.5 million
gain. Translation adjustments are not adjustethfome taxes as they relate to permanent invesgmeioiur foreign subsidiaries. Net foreign
currency transaction gains and losses includedteCExpense, Net amounted to a loss of $0.1 mifikw 2013. A hypothetical 10% change in
the value of the U.S. dollar in relation to our insignificant foreign currency net assets wouldenhad an impact of approximately $8.4
million on our foreign net assets as of Janua3034.

Interest Rate« Interest rates on our Credit Facility reset, ataption, based upon the prime rate or LIBOR rdtes tsubjecting us to interest
rate risk. To help offset this risk, from time tme, we enter into receive floating-pay fixed imstrrate swaps indexed to the same applicable
index rate as the debt it is hedging. In Octobdr22@e entered into a three-year $150 million irgerate swap, which amortizes $50 million
per year beginning in 2014 and became effectiveaduhe first quarter of 2013. Under terms of tbhatcact, we receive a floating interest rate
indexed to the one-month LIBOR rate and pay a fix¢erest rate of 0.573%. This swap was enteredimorder to hedge against potential
changes in cash flows on our outstanding variadtie-tlebt, which is also indexed to the one-monBQR rate. The receive variable leg of the
interest rate swap and the variable rate paid emébt is expected to have the same rate of intereduding the credit spread, and reset and
pay interest on the same dates. This swap is atadfior as a cash flow hedge.
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As of January 3, 2014, we had $197.5 million oumdiag on our Credit Facility, of which $150 millias currently being hedged. See Note 9
“Debt” of the Notes to the Consolidated Financit&ments in Item 8 of this report for additiom#brmation about our outstanding debt. A
hypothetical one percentage point (100 basis poatitange in the LIBOR rate on the $47.5 millioruohedged floating rate debt outstandin
January 3, 2014 would have an impact of approxily&@.5 million on our interest expense.
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2011 57

Notes to Consolidated Financial Statements 58
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANC |IAL REPORTING

The Company'’s certifying officers are responsiloledstablishing and maintaining adequate interoatrol over financial reporting. The
Company’s internal control over financial reportisglesigned and maintained under the supervidids oertifying officers to provide
reasonable assurance regarding the reliabilitynafitial reporting and the preparation of the Comyfsaconsolidated financial statements for
external reporting purposes in accordance with @aibog principles generally accepted in the Unisdtes of America.

As of January 3, 2014 , management conducted asasent of the effectiveness of the Company’snatezontrol over financial reporting
based on the framework establishedhiternal Control — Integrated Framework (19928%ued by the Committee of Sponsoring Organizations
of the Treadway Commission. Based on this assessmanagement has determined that the Compangsniatcontrol over financial
reporting as of January 3, 2014 is effective.

The effectiveness of internal control over finahoggporting as of January 3, 2014 has been aubigddeloitte & Touche LLP, the Company’s
independent registered public accounting firm.

Dated: March 4, 2014

/sl Thomas J. Hook /sl Michael Dinkins
Thomas J. Hook Michael Dinkins
President & Chief Executive Officer Executive Vice President & Chief Financial Officer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Greatbatch, Inc.
Frisco, Texas

We have audited the internal control over finanmglorting of Greatbatch, Inc. and subsidiary (fBempany”)as of January 3, 2014, basec
criteria established imternal Control - Integrated Framework (1998sued by the Committee of Sponsoring Organizatidrike Treadway

Commission. The Company's management is resporfsibiteaintaining effective internal control ovendincial reporting and for its assessr
of the effectiveness of internal control over fiogh reporting, included in the accompanying Mamaget's Report on Internal Control Over
Financial Reporting. Our responsibility is to exgg&n opinion on the Company's internal controt éimancial reporting based on our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversighti8d&/nited States). Those standards
require that we plan and perform the audit to abtaasonable assurance about whether effectivenalteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal coraxe@r financial reporting, assessing the risk
that a material weakness exists, testing and etinagutihe design and operating effectiveness ofiiralecontrol based on the assessed risk, anc
performing such other procedures as we considezedssary in the circumstances. We believe thaawdit provides a reasonable basis for ou
opinion.

A company's internal control over financial repogtis a process designed by, or under the supemidi the company's principal executive
and principal financial officers, or persons penigrg similar functions, and effected by the compsiulspard of directors, management, and
other personnel to provide reasonable assuraneediag the reliability of financial reporting anltet preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles. A company's internaitod over financial reporting includes
those policies and procedures that (1) pertaiheanaintenance of records that, in reasonablel detaurately and fairly reflect the transacti
and dispositions of the assets of the companypr@jide reasonable assurance that transactionse@eded as necessary to permit preparatio
of financial statements in accordance with gengrdtepted accounting principles, and that receiptsexpenditures of the company are bein
made only in accordance with authorizations of ngan@ent and directors of the company; and (3) peoxédsonable assurance regarding
prevention or timely detection of unauthorized asitjon, use, or disposition of the company's asHst could have a material effect on the
financial statements.

Because of the inherent limitations of internaltcoinover financial reporting, including the posiii of collusion or improper management
override of controls, material misstatements duertor or fraud may not be prevented or detected tmely basis. Also, projections of any
evaluation of the effectiveness of the internaltoarover financial reporting to future periods ateébject to the risk that the controls may
become inadequate because of changes in conditiotisat the degree of compliance with the polideprocedures may deteriorate.

In our opinion, the Company maintained, in all maleespects, effective internal control over fingl reporting as of January 3, 2014, based

on the criteria established linternal Control - Integrated Framework (1998sued by the Committee of Sponsoring Organizatidrike
Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the consolidated
financial statements and financial statement sdeemiiof and for the year ended January 3, 20ideo€ompany and our report datddrch 4
2014 expressed an unqualified opinion on thosedatwaded financial statements and financial stat@msehedule.

/sl Deloitte & Touche LLP

Williamsville, New York
March 4, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Greatbatch, Inc.
Frisco, Texas

We have audited the accompanying consolidated balsineets of Greatbatch, Inc. and subsidiary @wripany”) as of January 3, 2014 and
December 28, 2012, and the related consolidatéenséeats of operations and comprehensive incoms)(loash flows, and stockholders' eq
for each of the three years in the period endedalarB, 2014. Our audits also included the findrst@ement schedule listed in the Index at
Item 15. These consolidated financial statemendsfiaancial statement schedule are the resportgibilithe Company's management. Our
responsibility is to express an opinion on the otidated financial statements and financial statgsehedule based on our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamioUnited States). Those standard:
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetagresent fairly, in all material respects, timaricial position of the Company as of Januan
3, 2014 and December 28, 2012, and the resultseegfaperations and their cash flows for each efttiree years in the period ended January
2014, in conformity with accounting principles geally accepted in the United States of America.0Ala our opinion, such financial statem
schedule, when considered in relation to the bamisolidated financial statements taken as a whodsents fairly, in all material respects, the
information set forth therein.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the Company's
internal control over financial reporting as of dary 3, 2014, based on the criteria establishédt@rnal Control - Integrated Framework
(1992)issued by the Committee of Sponsoring Organizatidrike Treadway Commission and our report datedcM4, 2014 expressed an
unqualified opinion on the Company's internal cohtiver financial reporting.

/s/ Deloitte & Touche LLP

Williamsville, New York

March 4, 2014
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CONSOLIDATED BALANCE SHEETS

(in thousands except share and per share data)
ASSETS
Current assets:

Cash and cash equivalents

Accounts receivable, net of allowance for doubdfetounts of $2.0 million in 2013 and $2.4

million in 2012
Inventories
Refundable income taxes
Deferred income taxes
Prepaid expenses and other current assets
Total current assets
Property, plant and equipment, net
Amortizing intangible assets, net
Indefinite-lived intangible assets
Goodwill
Deferred income taxes
Other assets
Total assets
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable
Income taxes payable
Deferred income taxes
Accrued expenses
Total current liabilities
Long-term debt
Deferred income taxes
Other long-term liabilities
Total liabilities
Commitments and contingencies (Note 15)
Stockholders’ equity:

GREATBATCH, INC.

Preferred stock, $0.001 par value, authorized T@WOAWO shares; no shares issued or outstanding in

2013 or 2012

Common stock, $0.001 par value, authorized 1000@@0shares; 24,459,153 shares issued anc
24,422,555 shares outstanding in 2013; 23,731,bafes issued and 23,711,838 shares

outstanding in 2012
Additional paid-in capital

Treasury stock, at cost, 36,598 shares in 2013.8r%B2 shares in 2012

Retained earnings
Accumulated other comprehensive income
Total stockholders’ equity

Total liabilities and stockholders’ equity

At
January 3, December 28,
2014 2012
35,46¢ $ 20,28¢
113,67¢ 120,92:
118,35¢ 106,61.
2,30¢ —
6,00¢ 7,67¢
6,717 12,63¢
282,53: 268,13:
145,77: 150,89:
76,12: 87,34¢
20,28¢ 20,82¢
346,65¢ 349,03!
2,93 2,53¢
16,39¢ 11,107
890,70 $ 889,87!
46,50¢ $ 45,27
— 94
613 874
44,68 45,51t
91,80z 91,757
197,501 225,41,
52,01: 82,46:
7,33¢ 9,38
348,64 409,01!
24 24
344,91! 320,61¢
(1,237) (452)
183,99( 147,72:
14,35¢ 12,94°
542,05! 480,86(
890,70 $ 889,87!

The accompanying notes are an integral part ottheasolidated financial statements.
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GREATBATCH, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE INCOME (LOSS)

Year Ended
January 3, December 28, December 30,
(in thousands except per share data) 2014 2012 2011
Sales $ 663,94! $ 646,17 $ 568,82!
Cost of sales 444,63. 444,52t 388,46
Gross profit 219,31 201,64¢ 180,35:
Operating expenses:
Selling, general and administrative expenses 88,10" 80,99: 72,54¢
Research, development and engineering costs, net 54,07" 52,49( 45,51
Other operating expenses, net 15,79( 42,34¢ 598
Total operating expenses 157,97: 175,82¢ 118,65«
Operating income 61,33¢ 25,82: 61,69¢
Interest expense 11,26: 18,05¢ 16,92¢
Interest income — (D) (22)
Loss (gain) on cost and equity method investmers, 694 10€ (4,232
Other expense, net 54¢€ 931 632
Income before provision for income taxes 48,83¢ 6,73( 48,39
Provision for income taxes 12,57 11,52¢ 15,27(
Net income (loss) $ 36,267 $ (4,799 $ 33,12:
Earnings (loss) per share:
Basic $ 151 % (0.200 $ 1.4z
Diluted $ 14 % 0.20) $ 1.4C
Weighted average shares outstanding:
Basic 23,99: 23,58¢ 23,25¢
Diluted 25,32! 23,58¢ 23,63¢
Comprehensive Income (Loss)
Net income (loss) $ 36,267 $ (4,799 $ 33,12
Other comprehensive income (loss):
Foreign currency translation gain (loss) 1,521 1,90t (709
Net change in cash flow hedges, net of tax (382 42¢ (277)
Defined benefit plan liability adjustment, net akt 272 1,68¢ (56€)
Other comprehensive income (loss) 1,411 4,01¢ (1,547
Comprehensive income (I0ss) $ 37,67¢  $ (781 $ 31,58:

The accompanying notes are an integral part ottheasolidated financial statements.
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GREATBATCH, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended
December 28, December 30,
(in thousands) January 3, 2014 2012 2011
Cash flows from operating activities:
Net income (loss) $ 36,267 $ (4,799 $ 33,12:
Adjustments to reconcile net income (loss) to rmeshcprovided by operating
activities:
Depreciation and amortization 35,96¢ 46,36¢ 36,30¢
Debt related amortization included in interest exqee 6,36¢ 12,557 11,38¢
Stock-based compensation 14,10: 10,90« 12,08:
(Gain) loss on cost and equity method investmeras, 694 10€ (4,232)
Other non-cash (gains) losses, net 25E 10,78¢ (67€)
Deferred income taxes (29,85¢) 5,73: 8,77¢
Changes in operating assets and liabilities, natqtiisitions:
Accounts receivable 7,37¢ (18,839 (13,477
Inventories (11,509 (7,48)) (2,139
Prepaid expenses and other assets (359 1,25:% (590)
Accounts payable 1,307 5,751 4,23¢
Accrued expenses (1,17¢) 1,45¢ 3,67¢
Income taxes payable (2,687 1,02( 1,44¢
Net cash provided by operating activities 56,75¢ 64,83: 89,92:
Cash flows from investing activities:
Proceeds from sale of orthopaedic product lines 4,74¢ — —
Acquisition of property, plant and equipment (18,55%) (41,069 (22,489
Proceeds from sale of property, plant and equipment 31C 39¢€ 212
Proceeds from (purchase of) cost and equity meithabtments, net (3,739 (1,889 10,31t
Acquisitions, net of cash acquired — (17,229 (66,497
Other investing activities, net (1,050 3 (1,939
Net cash used in investing activities (18,289 (59,789 (80,389
Cash flows from financing activities:
Principal payments of long-term debt (458,28 (32,000 (40,000
Proceeds from issuance of long-term debt 425,00( 10,00¢( 45,00(
Issuance of common stock 12,80 1,26: 2,401
Payment of debt issuance costs (2,802 — (2,219
Other financing activities, net (82) (717) (1,500
Net cash provided by (used in) financing activities (23,359 (21,459 3,68¢
Effect of foreign currency exchange rates on cashcash equivalents 68 18¢€ 40¢
Net increase (decrease) in cash and cash equisalent 15,18 (16,229 13,62¢
Cash and cash equivalents, beginning of year 20,28¢ 36,50¢ 22,88:
Cash and cash equivalents, end of year $§ 3546t § 20,28:  $ 36,50¢

The accompanying notes are an integral part oktheasolidated financial statements.
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(in thousands)

GREATBATCH, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Treasury

Accumulated

At December 31, 2010

Stock-based compensation

Net shares issued under stoc
incentive plans

Income tax liability from stock
options, restricted stock and
restricted stock units

Net income

Total other comprehensive
loss, net

At December 30, 2011

Stock-based compensation

Net shares issued under stoc
incentive plans

Income tax liability from stock
options, restricted stock and
restricted stock units

Shares contributed to 401(k)
Plan

Net loss

Total other comprehensive
income, net

At December 28, 2012
Stock-based compensation

Net shares issued (acquired)
under stock incentive plan:

Income tax benefit from stock
options, restricted stock and
restricted stock units

Shares contributed to 401(k)
Plan

Net income

Total other comprehensive
income, net

At January 3, 2014

Common Stock Additional Stock Other Total
Paid-In Retained Comprehensive Stockholders’

Shares Amount Capital Shares Amount Earnings Income (Loss) Equity
23,31¢ $ 23 $ 298,40t 63) $ (1,469 $ 11940 $ 10,47¢ $ 426,82¢
— — 7,03 — — — — 7,037
147 — 1,891 3 82 — — 1,97:
— — (137 — — — — (137
— — — — — 33,12: — 33,12:
— — — — — — (1,547 (1,541
23,46¢ 23 307,19¢ (60) (1,387) 152,52: 8,92¢ 467,28
— — 9,01¢ — — — — 9,01¢
10z — 662 1 24 — — 687
— — 14y — — — — 14y
162 1 3,881 39 911 — — 4,79
— — — — — (4,799 — (4,799
— — — — — — 4,01¢ 4,01¢
23,73: 24 320,61¢ (20) (452) 147,72: 12,947 480,86(
— — 9,33 — — — — 9,33:
63€ — 12,24¢ a7 (780) — — 11,46¢
— — 242 — — — — 242
91 — 2,47 — — — — 2,477
— — — — — 36,267 — 36,267
— — — — — — 1,411 1,411
24.45¢ $ 24 $ 34491t (37 $ (1,237 $ 18399 $ 14,35¢  $ 542,05!

The accompanying notes are an integral part oktheasolidated financial statements.
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GREATBATCH, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation- The consolidated financial statements includeatteounts of Greatbatch, Inc. and its wholly owned
subsidiary Greatbatch Ltd. (collectively, the “Caang” or “Greatbatch”). All intercompany balanceglaransactions have been
eliminated in consolidation.

Nature of Operations- In connection with the realignment of the Compsumperating structure in 2013 to optimize profitagrowth,
which included changing the Company's managemehteporting structure, the Company reevaluatedptsating and reporting
segments. Beginning in the fourth quarter of 2@48,Company determined that it has two reportaddgnents: Greatbatch Medical and
QIG Group (“QiG"). As required, the Company reclfied certain prior year amounts to conform thenth® current year presentation,
including goodwill, segment operating income (lps€gment depreciation and amortization, segmeetasand sales categorizations. Se
Note 13 “Other Operating Expenses, Net” and NotéBL&iness Segment, Geographic and Concentratisk IRformation” for further
discussion on these changes. Greatbatch Medicgindesnd manufactures products where Greatbaticbrestvns the intellectual prope
or has unique manufacturing and assembly expetidencludes the financial results of the formeplantable Medical and Electrochem
Solutions (“Electrochem”) segments, excluding QI@&ese products include medical devices and compsrienthe cardiac,
neuromodulation, orthopaedics, portable medicacukar and energy markets among others. The Gtehtb#edical segment also offers
value-added assembly and design engineering serfiacenedical devices that utilize its componemiduicts.

QIiG focuses on developing medical device systemsdme of healthcare’s most pressing challengeseftetts Greatbatch’s strategic
evolution of its product offerings in order to mithe growth and profitability profile of the Conmya Through the research and
development professionals in QiG, the Company ¥8 mvesting in three areas - new medical devicéesygs commercialization,
collaborative programs with OEM customers, andegjia equity positions in start-up companies -tmnga diversified and distinctive
portfolio. These medical device systems developeQis are manufactured by Greatbatch Medical.

The Company's customers include large multi-natioriginal equipment manufacturers (“OEMS”).

Fiscal Year End- The Company utilizes a fifty-two , fifty-three alefiscal year ending on the Friday nearest Decer®b&. Fiscal year
2013, 2012 and 2011 ended on January 3, 2014erbieer 28, 2012 and December 30, 2011 , respectiiskcal year 2013 contained
fifty-three weeks. Fiscal years 2012 and 2011 eacttained fifty-two weeks.

Fair Value Measurements- Fair value is defined as the price that woulddmeived to sell an asset or paid to transferkdlitia (i.e . the
“exit price”) in an orderly transaction between ketrparticipants at the measurement date. Accogitandards Codification (“ASC”)
establishes a hierarchy for inputs used in meagigin value that maximizes the use of observaigeiis and minimizes the use of
unobservable inputs by requiring that the most oladde inputs be used when available. Observalplgténare inputs that market
participants would use in pricing the asset oriligtdeveloped based on market data obtained fsonrces independent of the Company
Unobservable inputs are inputs that reflect the Gamy’s assumptions about the assumptions mark&tipants would use in pricing the
asset or liability developed based on the bestimftion available in the circumstances. The hidnais broken down into three levels
based on the reliability of inputs as follows:

Level 1— Valuation is based on quoted prices in active marf@ identical assets or liabilities that the Gramy has the ability to acce
Level 1 valuations do not entail a significant degof judgment.

Level 2— Valuation is determined from quoted prices fonitar assets or liabilities in active markets, euibprices for identical
instruments in markets that are not active or byehbased techniques in which all significant irspate observable in the market.

Level 3— Valuation is based on unobservable inputs thasamnificant to the overall fair value measurem&he degree of judgment in
determining fair value is greatest for Level 3 \aians.

The availability of observable inputs can vary éndffected by a wide variety of factors, includitige type of asset/liability, whether the
asset/liability is established in the marketplao®] other characteristics particular to the vatuatiro the extent that a valuation is based
on models or inputs that are less observable dosarwable in the market, the determination ofvalue requires more judgment. In
certain cases, the inputs used to measure faievahy fall into different levels of the fair valheerarchy. In such cases, for disclosure
purposes the level in the fair value hierarchy imitiwhich the fair value measurement in its entiffatis is determined based on the lowes
level input that is significant to the fair valueeasurement in its entirety.
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GREATBATCH, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Fair value is a market-based measure consideradtfre perspective of a market participant rathen thn entity-specific measure.
Therefore, even when market assumptions are ndilyevailable, assumptions are required to refteose that market participants
would use in pricing the asset or liability at theasurement date. Note 18 “Fair Value Measuremepotgtains additional information on
assets and liabilities recorded at fair value n¢bnsolidated financial statements.

Cash and Cash Equivalents Cash and cash equivalents consist of cash ahti/Higuid, short-term investments with maturitigisthe
time of purchase of three months or less. The gagrgmount of cash and cash equivalents approxdrthtr fair value as of January 3,
2014 and December 28, 2012 based upon the shortrziure of these instruments.

Concentration of Credit Risk- Financial instruments that potentially subjeet @ompany to concentration of credit risk consist
principally of accounts receivable. A significamrfpon of the Company’s sales are to three custspadrin the medical device industry,
and, as such, the Company is directly affectechbycbndition of those customers and that industowever, the credit risk associated
with trade receivables is partially mitigated daette stability of those customers. The Companjopeis on-going credit evaluations of
its customers. Note 19 “Business Segment, Geogratd Concentration Risk Information” contains mfiation on sales and accounts
receivable for these customers. The Company mamtash deposits with major banks, which from timéme may exceed insured
limits. The Company performs on-going credit evituss of its banks.

Allowance for Doubtful Accounts- The Company provides credit, in the normal coofdgusiness, to its customers in the form of trade
receivables. Credit is extended based on evaluafiarcustomer’s financial condition and collatésahot required. The Company
maintains an allowance for those customer recedgathlat it does not expect to collect. The Compamtyues its estimated losses from
uncollectable accounts receivable to the allowdraseed upon recent historical experience, the leoigtime the receivable has been
outstanding and other specific information as ¢dmes available. Provisions to the allowance farfdinl accounts are charged to curi
operating expenses. Actual losses are chargedsadghis allowance when incurred. The carrying aniadfitrade receivables
approximated their fair value as of January 3, 204ged upon the short-term nature of these assets.

Inventories— Inventories are stated at the lower of cost,rd@ted using the first-in first-out method, or metrkWrite-downs for excess,

obsolete or expired inventory are based primarilyhow long the inventory has been held as welktimates of forecasted net sales of

that product. A significant change in the timingerel of demand for products may result in reaogdadditional write-downs for excess,
obsolete or expired inventory in the future. Notérdentories” contains additional information dretCompany’s inventory.

Property, Plant and Equipment (“PP&E"}- PP&E is carried at cost less accumulated degrecidDepreciation is computed by the
straight-line method over the estimated usefuldiwéthe assets, as follows: buildings and buildmgrovements 7 - 40 years; machinery
and equipment 3 - 8 years; office equipment 3 yddrs; and leasehold improvements over the renwalivies of the improvements or the
lease term, if less. The cost of repairs and maartee are expensed as incurred; renewals andrhetitr are capitalized. Upon retiren
or sale of an asset, its cost and related accuetutigpreciation or amortization is removed fromabeounts and any gain or loss is
recorded in operating income or expense. Note 6g@nty, Plant and Equipment, Net” contains addalanformation on the Company’s
PP&E.

Business Combinations The Company records its business combinationsrnuhe acquisition method of accounting. Under the
acquisition method of accounting, the Company alies the purchase price of each acquisition tbethgible and identifiable intangible
assets acquired and liabilities assumed basedeimnréspective fair values at the date of acquoisitirhe fair value of identifiable
intangible assets is based upon detailed valuati@taise various assumptions made by managemeytexcess of the purchase price
over the fair value of net tangible and identif@abitangible assets acquired is allocated to gdbdi direct acquisition-related costs are
expensed as incurred.

In circumstances where an acquisition involvesrgingent consideration arrangement, the Comparggrazes a liability equal to the
fair value of the contingent payments it expectmtike as of the acquisition date. The Company rasores this liability each reporting
period and records changes in the fair value thrdDther Operating Expenses, Net. Increases or asesan the fair value of the
contingent consideration liability can result frafmanges in discount periods and rates, as welasges in the timing, amount of, or the
likelihood of achieving the applicable contingennsideration. See Note 18 “Fair Value Measuremdntsadditional information. Note
“Acquisitions” contains additional information ohet Company’s acquisitions.

Amortizing Intangible Assets- Amortizing intangible assets consists primarflyorchased technology, patents and customer Tibts.
Company amortizes its definite-lived intangibleeassover their estimated useful lives utilizingaatelerated or straight-line method of
amortization, which approximates the projectedritlistion of cash flows used to fair value thosengible assets at the time of
acquisition. When the straight-line method of anaatton is utilized, the estimated useful life bétintangible asset is shortened to assur
that recognition of amortization expense correspond
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GREATBATCH, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

with the distribution of expected cash flows. Tineoatization period for the Company’s amortizingaingible assets are as follows:
purchased technology and patents 5 - 15 yearsyrmogstlists 7 - 20 years and other intangible askets0 years. Note 7 “Intangible
Assets” contains additional information on the Camys amortizing intangible assets.

Impairment of Long-Lived Assets The Company assesses the impairment of definge-long-lived assets or asset groups when even
or changes in circumstances indicate that the iteymyalue may not be recoverable. Factors thatansidered in deciding when to
perform an impairment review include: a significdetrease in the market price of the asset or gesap; a significant change in the
extent or manner in which a loriged asset or asset group is being used or physical condition; a significant change in legadtbrs o

in the business climate that could affect the valua long-lived asset (asset group), includingetion or assessment by a regulator; an
accumulation of costs significantly in excess @& #&mount originally expected for the acquisitiortonstruction; a current-period
operating or cash flow loss combined with a hiswfrpperating or cash flow losses or a projectiofocecast that demonstrates
continuing losses associated with the use of alimeg asset or asset group; or a current expectdliat, more likely than not, a long-
lived asset or asset group will be sold or otheawdisposed of significantly before the end of tsvously estimated useful life. The term
more likely than not refers to a level of likelitbthat is more than 50 percent .

Potential recoverability is measured by comparireggdarrying amount of the asset or asset groug telated total future undiscounted
cash flows. If the carrying value is not recoveealtihe asset or asset group is considered to bar@cp Impairment is measured by
comparing the asset or asset group’s carrying atrtouts fair value. When it is determined thatfuséves of assets are shorter than
originally estimated, and no impairment is prestrd,rate of depreciation is accelerated in orddulty depreciate the assets over their
new shorter useful lives.

Goodwill and other indefinite lived intangible asseecorded are not amortized but are periodig¢ayed for impairment. The Company
assesses goodwill for impairment by comparing #irevialue of its reporting units to their carryiamounts on the last day of each fiscal
year, or more frequently if certain events occudescribed above. If the fair value of a reportimif is less than its carrying value, an
impairment loss is recorded to the extent thairti@ied fair value of the goodwill within the regiorg unit is less than its carrying value.
Fair values for reporting units are determined Basediscounted cash flows and market multiplebeBindefinite lived intangible assets
are assessed for impairment on the last day of fesgzi year, or more frequently if certain eveotsur as described above, by comparin
the fair value of the intangible asset to its ciaugyvalue. The fair value is determined by usingiticome approach. Note 7 “Intangible
Assets” contains additional information on the Camys long-lived intangible assets.

Other Long-Term Assets Other long-term assets includes deferred finanfges incurred in connection with the Companyssiace of
its convertible subordinated notes and creditifgcilhese fees are amortized to Interest Expessguhe effective interest method over
the period from the date of issuance to the pubomtate (if applicable) or the maturity date, wigger is earlier. The amortization of
deferred fees is included in Debt Related Amoriimatncluded in Interest Expense in the Consolid&&atements of Cash Flows. Note 9
“Debt” contains additional information on the Comg& deferred financing fees.

Other long-term assets also include investmenggjuity securities of entities that are not publithded and which do not have readily
determinable fair values. We account for investmémthese entities under the cost or equity mettegmbnding on the type of ownership
interest, as well as the Company’s ability to elserinfluence over these entities. Equity methagdtments are initially recorded at cost,
and are subsequently adjusted to reflect the Compamare of earnings or losses of the investee.@ettod investments are recorde
cost. Each reporting period, management evaluhésetcost and equity method investments to deteriffhere are any events or
circumstances that are likely to have a signifiefect on the fair value of the investment. Exagspdf such impairment indicators
include, but are not limited to: a recent saleffering of similar shares of the investment at @@below the Company’s cost basis; a
significant deterioration in earnings performaresjgnificant change in the regulatory, economitechnological environment of the
investee; or a significant doubt about an investedility to continue as a going concern. If anamment indicator is identified,
management will estimate the fair value of the gineent and compare it to its carrying value. Thamegion of fair value considers all
available financial information related to the istee, including, but not limited to, valuations &h®n recent third-party equity
investments in the investee. If the fair valuehaf investment is less than its carrying valuejriliestment is impaired and a determina
as to whether the impairment is other-than-temgasamade. Impairment is deemed to be other-tharpteary unless the Company has
the ability and intent to hold the investment fgreaiod sufficient for a market recovery up to taerying value of the investment. Furtt
evidence must indicate that the carrying valuénefibvestment is recoverable within a reasonahiegeFor other-than-temporary
impairments, an impairment loss is recognized etjutile difference between the investment’s cagyialue and its fair value. The
Company has determined that these investmentamnsidered variable interest entities. The Comijseexposure related to these
entities is limited to its recorded investment. 3dé@vestments are in
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startup research and development companies whose fag ishighly subjective in nature and subjectutufe fluctuations, which cou
be significant.

Income Taxes- The consolidated financial statements of the Gomhave been prepared using the asset and Wadgiliroach in
accounting for income taxes, which requires thegetion of deferred income taxes for the expeftegre tax consequences of net
operating losses, credits, and temporary differetetween the financial statement carrying amaoamdsthe tax bases of assets and
liabilities. A valuation allowance is provided oafdrred tax assets if it is determined that it @enlikely than not that the asset will not
realized.

The Company accounts for uncertain tax positiomsgus more likely than not recognition thresholtieTevaluation of uncertain tax
positions is based on factors including, but noitied to, changes in tax law, the measurementxgbdaitions taken or expected to be
taken in tax returns, the effective settlement afters subject to audit, new audit activity andngfes in facts or circumstances related
tax position. These tax positions are evaluated quarterly basis. The Company recognizes intesgstnse related to uncertain tax
positions as Provision for Income Taxes. Penaltiéscurred, are recognized as a component ofr&gllGeneral and Administrative
Expenses (“SG&A").

The Company and its subsidiary file a consoliddlesl. federal income tax return. State tax returadiked on a combined or separate
basis depending on the applicable laws in thedigi®ns where tax returns are filed. The Compadaey éles foreign tax returns on a
separate company basis in the countries in whiopétates. See Note 14 “Income Taxes” for additiorfarmation.

Convertible Subordinated Notes (“CSN3 For convertible debt instruments that may bdegkth cash upon conversion, the Company
accounts for the liability and equity componentshafse instruments in a manner that will refleet émtity’s nonconvertible debt
borrowing rate when interest cost is recognizeslinsequent periods.

Upon issuance, the Company determined the cargimgunt of the liability component of CSN by measgrihe fair value of a similar
liability that does not have the associated coneergption. The carrying amount of the conversiptian was then determined by
deducting the fair value of the liability componémm the initial proceeds received from the issuaaf CSN.

The carrying amount of the conversion option wasrmed in Additional Paid-In Capital with an off¢etLong-Term Debt and was
amortized using the effective interest method dhierperiod from the date of issuance to the matdate. Deferred financing fees
incurred in connection with the issuance of CSNrenadlocated proportionally to the proceeds oflifieility and equity components. The
deferred financing fees allocated to the debt corepbwere amortized using the effective intereghoe over the period from the date
issuance to the maturity date. The deferred fimantees allocated to the equity component wererdecbas an offset to Additional Paid-
In Capital. The amortization of discount and deddrfees related to the Company’s convertible detituments is included in Debt
Related Amortization Included in Interest Expenséhe Consolidated Statements of Cash Flows. Sée Ntbebt” for additional
information.

Derivative Financial Instruments- The Company recognizes all derivative financiatrin®ents in its consolidated financial statemet
fair value. Changes in the fair value of derivative instrumearesrecorded in earnings unless hedge accouritegiz are met. The
Company designates its interest rate swap (SeeNtebt”) and foreign currency contracts (See Ndi¢'Commitments and
Contingencies”) entered into as cash flow hedghe. &ifective portion of the changes in fair valii¢hese cash flow hedges is recorded
each period, net of tax, in Accumulated Other Cahpnsive Income until the related hedged transacticurs. Any ineffective portion
of the changes in fair value of these cash flongeeds recorded in earnings. In the event the ttedgsh flow for forecasted transactions
does not occur, or it becomes probable that th#ynet occur, the Company would reclassify the antaf any gain or loss on the rela
cash flow hedge to income (expense) at that tinashGlows related to these derivative financialrumaents are included in cash flows
from operating activities.

Revenue Recognitior The Company recognizes revenue when it is rehtizeealizable and earned. This occurs when psigeia
evidence of an arrangement exists, delivery hasroed, the price is fixed or determinable, the ig@bligated to pay us (i.e., not
contingent on a future event), the risk of lossassferred, there is no obligation of future parfance, collectability is reasonably asst
and the amount of future returns can reasonabbsbmated. With regards to the Company’s custortiectuding distributors), those
criteria are met at the time of shipment when fidsses. The Company includes shipping and hanfdleggbilled to customers in Sales.
Shipping and handling costs associated with inb@anioutbound freight are recorded in Cost of Sdtesertain instances the Company
obtains component parts for sub-assemblies frocuggomers that are included in the final prodotd $ack to the same customer. Thes
amounts are excluded from Sales and Cost of Sadegnized by the Company. The cost of these custsapplied component parts
amounted to $45.3 million , $32.6 million and $2mBlion in 2013 , 2012 and 2011 , respectively.
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Product Warranties- The Company allows customers to return defedivdamaged products for credit, replacement, onaxge. The
Company warrants that its products will meet custoapecifications and will be free from defectsnaterials and workmanshifghe
Company accrues its estimated exposure to warddaiys, through Cost of Sales, based upon recsturigal experience and other
specific information as it becomes available. Ni¢'‘Commitments and Contingencies” contains add#ienformation on the
Company’s product warranties.

Research, Development and Engineering Costs, N&I&E") — RD&E costs are expensed as incurred. The primasts@re salary ar
benefits for personnel, material costs used in ldgwmeent projects and subcontracting costs. Costhreisements for engineering services
from customers for whom the Company designs pradaiet recorded as an offset to engineering costs aghieving development
milestones specified in the contracts. These reisgiaents do not cover the complete cost of thelder®nt projects. Additionally, the
technology developed under these cost reimbursepnejgcts is owned by the Company and is utilizemdfditure products developed for
other customers.

In-process research and development (“IPR&D”) repnés research projects acquired in a businessigatitn which are expected to
generate cash flows but have not yet reached témdinal feasibility. The primary basis for deterimig the technological feasibility of
these projects is whether or not regulatory apgroaa been obtained. The Company classifies IPR&duiaed in a business combinati
as an indefinite-lived intangible asset until tieenpletion or abandonment of the associated projelgten completion, the Company
would determine the useful life of the IPR&D andjimeamortizing the assets to reflect their use deir remaining lives. Upon
permanent abandonment, the remaining carrying atadihe associated IPR&D would be written-off. TBempany tests the IPR&D
acquired for impairment at least annually, and nf@gquently if events or changes in circumstanodgate that the assets may be
impaired. The impairment test consists of a congparof the fair value of the intangible assets whtir carrying amount. If the carrying
amount exceeds its fair value, the Company woutdneean impairment loss in an amount equal to Xoess.

Note 12 “Research, Development and EngineeringsCdit” and Note 7 “Intangible Assets” containsitiddal information on the
Company’s RD&E activities.

Stock-Based CompensationThe Company records compensation costs related¢k-based awards granted to employees based upo
their estimated fair value on the grant date. Camepion cost for service-based awards is recogmatatbly over the applicable vesting
period. Compensation cost for nonmarket-based pegoce awards is reassessed each period and reeddpdised upon the probability
that the performance targets will be achieved. Gamsption cost for market-based performance awarelggensed ratably over the
applicable vesting period and is recognized eaciog@hether the performance metrics are achievetb

The Company utilizes the Black-Scholes option pganodel to estimate the fair value of stock omigranted. For service-based and
nonmarketased performance restricted stock and restri¢tad sinit awards, the fair market value of the ahiardetermined based uf
the closing value of the Company’s stock pricetandrant date. For market-based performance restritock unit awards, the fair
market value of the award is determined utilizingg@nte Carlo simulation model, which projects ttaue of the Company’s stock under
numerous scenarios and determines the value afvthed based upon the present value of those pedjecttcomes.

The amount of stock-based compensation expensgnizeal is based on the portion of the awards tleatiimately expected to vest.
The Company estimates pre-vesting forfeituresatithe of grant by analyzing historical data andses those estimates in subsequent
periods if actual forfeitures differ from thoseigsites. The total expense recognized over thengepgriod will only be for those awards
that ultimately vest, excluding market and nonmagesformance award considerations. Note 11 “S®aked Compensation” contains
additional information on the Company’s stock-basehpensation.

Foreign Currency Translation- The Company translates all assets and liabilitiéts foreign subsidiaries, where the U.S. dokanot

the functional currency, at the period-end exchaageand translates income and expenses at thegavexchange rates in effect during
the period. The net effect of this translationeisarded in the consolidated financial statemenscasmulated Other Comprehensive
Income. Translation adjustments are not adjustethémme taxes as they relate to permanent invegte the Company’s foreign
subsidiaries.

Net foreign currency transaction gains and lossesngluded in Other Expense, Net and amounteddssaof $0.1 million for 2013, a
loss of $0.3 million for 2012 and a loss of $0.1liom for 2011 .

Defined Benefit Plans- The Company recognizes in its balance sheet ass#t or liability the overfunded or underfundiedus of its
defined benefit plans provided to its employeested in Mexico, Switzerland and France. This asséability is measured as the
difference between the fair value of plan assetstha benefit obligation of those plans. For thels@s, the benefit obligation is the
projected benefit obligation, which is calculateséd on actuarial computations of current and éubenefits for employees. Actuarial
gains or losses and prior service costs or créutits
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arise during the period, but are not included aspmnents of net periodic benefit expense, are r@zed as a component of Accumula
Other Comprehensive Income. Defined benefit expease charged to Cost of Sales, SG&A and RD&E esgeas applicable. Note 10
“Defined Benefit Plans” contains additional infortie& on these costs.

Earnings (Loss) Per Share (“EPS"} Basic EPS is calculated by dividing Net Incomed$) by the weighted average number of shares
outstanding during the period. Diluted EPS is dal®d by adjusting the weighted average numbeharfes outstanding for potential
common shares, which consist of stock options, ste¢erestricted stock and restricted stock units grmpplicable, contingently
convertible instruments such as convertible debteN.6 “Earnings (Loss) Per Share” contains adukitianformation on the computation
of the Company’s EPS.

Comprehensive Income (Loss)The Company’s comprehensive income (loss) agteghin the Consolidated Statements of Operations
and Comprehensive Income (Loss) includes net inqdmss), foreign currency translation adjustmettts,net change in cash flow
hedges, and defined benefit plan liability adjusiteeThe Consolidated Statements of OperationsCamaprehensive Income (Loss) and
Note 17 “Accumulated Other Comprehensive Incomeitaims additional information on the computatiorttaf Company’s
comprehensive income (loss).

Use of Estimates- The preparation of financial statements in canftr with accounting principles generally accepiethe United

States of America requires management to make atsand assumptions that affect the reported aimo@iassets and liabilities and
disclosure of contingent assets and liabilitiethatdate of the financial statements and repomeouats of sales and expenses during the
reporting period. Actual results could differ médy from those estimates.

Recently Issued Accounting Pronouncementdn the normal course of business, management@es all new accounting
pronouncements issued by the Financial Accounttagdards Board (“FASB”), Securities and Exchangen@éssion (“SEC”) Emerging
Issues Task Force (“EITF"), American Institute afr@fied Public Accountants (“AICPA”) or other auwtlitative accounting bodies to
determine the potential impact they may have orCiimpany’s Consolidated Financial Statements. Baped this review, except as
noted below, management does not expect any oetemtly issued accounting pronouncements, whigk hat already been adopted, to
have a material impact on the Company’s Consolileteancial Statements.

In February 2013, the FASB issued Accounting Stedslblpdate (“ASU”) 2013-02, “Comprehensive Incomeic 220): Reporting of
Amounts Reclassified Out of Accumulated Other Caghpnsive Income.” This ASU added new disclosurairements regarding the
effect of significant amounts reclassified from kaomponent of accumulated other comprehensivanirgqAOCI”) based on its source
and the income statement line items affected byahkassification. This ASU gave companies theilfitity to present the information
either in the notes or parenthetically on the faicine financial statements provided that all & thquired information is presented in a
single location. This ASU was effective prospedivier annual and interim reporting periods begnmafter December 15, 2012. This
ASU was adopted during the first quarter of 2018 did not have a material impact on the Compangsd0lidated Financial Statements
as it only changed the disclosures surrounding AOCI

In July 2012, the FASB issued ASU No. 2012-02,dhygibles-Goodwill and Other (Topic 350): Testingéfinite-Lived Intangible
Assets for Impairment.” This ASU simplified the dance for testing the decline in the realizable®glmpairment) of indefinite-lived
intangible assets other than goodwill. The amendralbmwed an organization the option to first assgsalitative factors to determine
whether it is necessary to perform the quantitatiyeairment test. An organization electing to parfa qualitative assessment is no
longer required to calculate the fair value of raefinite-lived intangible asset unless the orgation determines, based on a qualitative
assessment, that it is “more likely than not” tthegt asset is impaired. The amendments in this ASté wffective for annual and interim
impairment tests performed for fiscal years begigrifter September 15, 2012. This ASU did not lewaterial impact on the
Company'’s Consolidated Financial Statements agljtimpacted the timing of when the Company wasiireg to perform the two-step
impairment test of its indefinite-lived intangildssets other than goodwiill.

In December 2011, the FASB issued ASU No. 201184dldnce Sheet (Topic 210): Disclosures about GffspAssets and Liabilities.”
This ASU requires companies to provide expandedagsres about trading in financial instruments egldted derivatives, and creates
new disclosure requirements about the nature ehdity’s rights of offset and related arrangemessociated with its financial
instruments and derivative instruments. The disslwsequirements are effective for annual repontiegods beginning on or after
January 1, 2013, and interim periods therein, wattospective application required. This ASU did have a material impact on the
Company’s Consolidated Financial Statements aslyt changes the disclosures surrounding the Coniparfigetting assets and
liabilities.
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ACQUISITIONS
NeuroNexus Technologies, Inc.

On February 16, 2012, the Company purchased #heobutstanding common stock of NeuroNexus Teclyied Inc. (“NeuroNexus”)
headquartered in Ann Arbor, MI. NeuroNexus is ativadmplantable medical device design firm speziaf in developing and
commercializing neural interface technology, comgias and systems for neuroscience and clinical esrikleuroNexus has an exten
intellectual property portfolio, core technologa®d capabilities to support the development andufiaaturing of neural interface devices
across a wide range of applications including newrdulation, sensing, optical stimulation and taededrug delivery.

This transaction was accounted for under the aitmuisnethod of accounting. Accordingly, the opéargtresults of NeuroNexus have
been included in the Company's QiG segment frondéte of acquisition. For 2012, NeuroNexus addguat@agpmately $2.5 million to the
Company'’s revenue and decreased the Company’sseeby $0.2 million The purchase price of NeuroNexus consisted d¢f pagment
of $11.7 million and potential future payments pfto an additional $2 million . These future payiseare contingent upon the
achievement of certain financial and developmesedanilestones and had an estimated fair valué.&frillion as of the acquisition
date.

The cost of the acquisition was allocated to tleetssacquired and liabilities assumed from NeuraiNdrased on their fair values as of
close of the acquisition, with the amount exceediregfair value of the net assets acquired beiogrded as goodwill. The valuation of
the assets acquired and liabilities assumed froordidexus was finalized during 2013 and did not ltdala material adjustment to the
original valuation of net assets acquired, inclgdijoodwill and therefore has not been reflected strospective adjustment of the
historical financial statements.

The following table summarizes the allocation af MeuroNexus purchase price to the assets accunicktabilities assumed as of the
acquisition date (in thousands):

Assets acquired

Current assets $ 61€
Property, plant and equipment 35
Amortizing intangible assets 2,92
Indefinite-lived intangible assets 54C
Goodwill 8,92¢
Other assets 1,57¢
Total assets acquired 14,62(

Liabilities assumed
Current liabilities 42C
Deferred income taxes 98¢
Total liabilities assumed 1,40¢
$ 13,21:

The fair values of the assets acquired were deteanising one of three valuation approaches: mariatme and cost. The selection
particular method for a given asset depended oreffability of available data and the nature af #Hsset, among other considerations.

The market approach estimates the value for a suagset based on available market pricing for @rafge assets. The income approacl
estimates the value for a subject asset basedequréisent value of cash flows projected to be geeéiby the asset. The projected cash
flows were discounted at a required rate of rethat reflects the relative risk of the asset ardtitme value of money. The projected cast
flows for each asset considered multiple factassnfthe perspective of a marketplace participardtidinog revenue projections from
existing customers, attrition trends, product tifele assumptions, marginal tax rates and expgxted margins giving consideration to
historical and expected margins. The cost appreatimates the value for a subject asset basedearosi to replace the asset and reflect
the estimated reproduction or replacement coghfoasset, less an allowance for loss in valugadepreciation or obsolescence, with
specific consideration given to economic obsoleseéhindicated. These fair value measurement amtres are based on significant
unobservable inputs, including management estinatdsassumptions.

Current assets and liabilitie§ he fair value of current assets and liabilitiess assumed to approximate their carrying valuef dse
acquisition date due to the short-term nature eé¢hassets and liabilities.
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Intangible assetsThe purchase price was allocated to identifiafi@ngible assets as follows (dollars in thousands)

Weighted Weighted
Fair Average Estimated Average
Value Amortization Useful Discount
Assigned Period (Years) Life (Years) Rate
Amortizing Intangible Assets
Technology and patents $ 1,05¢ 6 10 14%
Customer lists 1,86¢ 7 15 13%
2,927 7 13 13%
Indefinite-lived Intangible Assets
In-process research and development 54C N/A 12 26%

The weighted average amortization period is lean the estimated useful life due to the Companyguan accelerated amortization
method, which approximates the projected cash flasesl to determine the fair value of those intdegissets.

Technology and patentsTechnology and patents consists of technicalgsses, patented and unpatented technology, mamtrfigct
know-how, trade secrets and the understandingregpect to products or processes that have beetoped by NeuroNexus and that
will be leveraged in current and future productse Tair value of technology and patents acquiresl @egermined utilizing the relief from
royalty method, a form of the income approach, wityalty rates that ranged from 2% to 6% . Thenestied useful life of the technology
and patents is based upon management’s estim#te pfoduct life cycle associated with technologyg patents before they will be
replaced by new technologies.

Customer lists- Customer lists represent the estimated fair vafumn-contractual customer relationships Neuraldxas as of the
acquisition date. The primary customers of Neuraléeérclude numerous scientists and researchersvasious geographic locations
around the world. These relationships were valepdusately from goodwill at the amount which an jmeledent third party would be
willing to pay for these relationships. The faitu@ of customer lists was determined using the inpeltiod excess-earnings method, a
form of the income approach. The estimated usd&bf the existing customer list was based upatdnical customer attrition as well as
management’s understanding of the industry andymtdde cycles.

IPR&D — IPR&D represents research projects which are eggddctgenerate cash flows but have not yet reaigtdhological feasibility
The Company used the income approach to deterimintair value of the IPR&D acquired. In arrivingthé value of the IPR&D,
management considered, among other factors: thegisbstage of completion; the complexity of therlwto be completed as of the
acquisition date; the projected costs to completeprojects; the contribution of other acquirecessand the estimated useful life of the
technology. The Company applied a market-partidipak-adjusted discount rate to arrive at a presatue as of the date of acquisition.
The value assigned to IPR&D related to the devebatrof micro-electrodes for deep brain mapping @edtrocorticography. For
purposes of valuing the IPR&D, the Company estichédéal costs to complete the projects to be apprately $1.5 million .

Goodwill - The excess of the purchase price over the féirevaf net tangible and intangible assets acquaretlliabilities assumed was
allocated to goodwill. Various factors contributedhe establishment of goodwill, including: thdusaof NeuroNexus’s highly trained
assembled work force and management team; themecrtal value that NeuroNexus'’s technology will brio the Company’s
neuromodulation platform currently in developmearigd the expected revenue growth over time thdtribatable to increased market
penetration from future products and customers.gidagiwill acquired in connection with the NeuroNsyacquisition was allocated to
QiG business segment and is not deductible foptmgoses.

Micro Power Electronics, Inc.

On December 15, 2011, the Company acquired all@butstanding capital stock of Micro Power Elegits, Inc. (“Micro Power”)
headquartered in Beaverton, OR. Micro Power isdifeg supplier of custom battery solutions, sertimgportable medical, military and
handheld automatic identification and data coltattnarkets. The aggregate purchase price consistté amount paid to Micro Power
shareholders ( $57.6 million ), payments to Micow@r’s creditors at closing ( $6.6 million ) andte& Micro Power transaction-related
expenses ( $7.6 million ). The Company finances #uquisition with cash on hand and borrowed $4Bomiunder its revolving credit
facility. As of December 30, 2011, the Company hedrued $5.7 million of Micro Power transactioratetl expenses, which were paid
during 2012. During 2012, the Company completedvtiigation and made adjustments to the Micro Papening balance sheet based
upon
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the receipt of information that was needed in otderomplete the valuation of certain assets afilifies. As a result, the Company
reduced the fair value recorded for the Micro Pomrmaprtizing intangible assets acquired by $0.4ioniland increased the amount of
goodwill recorded by $0.4 million . The impact bese adjustments, individually and in the aggregeas not considered material and
therefore has not been reflected as a retrospeatijstment of the historical financial statements.

This transaction was accounted for under the aitmuisnethod of accounting. Accordingly, the opérgtresults of Micro Power have
been included in the Company’s Greatbatch Mediegh®nt from the date of acquisition. The cost efdbquisition was allocated to the
assets acquired and liabilities assumed basedeanfdlir values as of the close of the acquisitieith the amount exceeding the fair value
of net assets acquired being recorded as goodwill2011, the Micro Power acquisition added appnately $2.5 million to revenue and
was neutral to net income.

The following table summarizes the allocation & Micro Power purchase price to the assets acqammddiabilities assumed as of the
acquisition date (in thousands):

Assets acquired

Current assets $ 25,62(
Property, plant and equipment 1,65(
Amortizing intangible assets 28,91«
Goodwill 31,89:
Other assets 94
Total assets acquired 88,16

Liabilities assumed
Current liabilities 13,67¢
Long-term liabilities 2,68¢
Total liabilities assumed 16,367
$ 71,80:

Current assets and liabilitie§ he fair value of current assets (excluding irteey) and current liabilities was assumed to apjpnate

their carrying value as of the acquisition date ttuthe short-term nature of these assets anditiesi The fair value of in-process and
finished goods inventory acquired was estimatedgplying a version of the market approach calledctbmparable sales method. This
approach estimates the fair value of the assetalsylating the potential revenue generated fraimgehe inventory and subtracting
from it the costs related to the completion aneé sdlthat inventory and a reasonable profit alloggarBased upon this methodology, the
Company recorded the inventory acquired at fain@aiesulting in an increase in inventory of $0.Hiam .

Intangible assets The purchase price was allocated to specifimgitde assets as follows (dollars in thousands):

Weighted Weighted

Fair Average Estimated Average

Value Amortization Useful Discount

Amortizing Intangible Assets Assigned Period (Years) Life (Years) Rate

Technology and patents $ 8,051 4 10 14%
Customer lists 19,56¢ 5 14 12%
Noncompete agreement 91t 4 8 114%
Trademarks and tradenames 37¢ 2 2 13%
$ 28,91« 4 13 13%

The weighted average amortization period is lean the estimated useful life due to the Companyguan accelerated amortization
method, which approximates the projected cash flasesl to determine the fair value of those intdegissets.

Technology and patentsTechnology and patents consists of technicalgsses, patented and unpatented technology, mamiriact
know-how, trade secrets and the understandingegpect to products or processes that have beetoged by Micro Power and that
will be leveraged in current and future productse Tair value of technology and patents acquires determined utilizing the relief from
royalty method, a form of the income approach, wityalty rates that ranged from 2% to 4% . Thenestied useful life of the technology
and patents was based upon management’s
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estimate of the product life cycle associated wetthnology and patents before they will be repldnedew technologies.

Customer lists- Customer lists represent the estimated fair vafumth the contractual and non-contractual custoralationships Micro
Power has as of the acquisition date. These raktips were valued separately from goodwill atahmunt which an independent third
party would be willing to pay for these relatiorfshi The fair value of customer lists was determingidg the multi-period excess-
earnings method, a form of the income approach.eBtienated useful life of the existing custometriss based upon historical custome
attrition as well as management’s understandingefndustry and product life cycles.

Trademarks and tradename$rademarks and tradenames represent the estin@dtelue of corporate and product names acquiad
Micro Power. These tradenames were valued sepafeteh goodwill at the amount which an independéird party would be willing to
pay for use of these names. The fair value ofrdiemarks and tradenames was determined by utjlthim relief from royalty method, a
form of the income approach, with a 0.5% royaltyra

Goodwill - The excess of the purchase price over the fairevaf net tangible and intangible assets acquirasl allocated to goodwill.
Various factors contributed to the establishmergaddwill, including: the value of Micro Power’sghily trained assembled work force
and management team; the expected revenue growthime that is attributable to increased markeepmtion from future products and
customers; and the incremental value to the Conipdmiginess from expanding and diversifying itserayes. The goodwill acquired in
connection with the Micro Power acquisition wa®edited to the Greatbatch Medical business segmersanot deductible for tax
purposes.

Pro Forma Results (Unaudited) The following unaudited pro forma information peats the consolidated results of operations of the
Company, NeuroNexus, and Micro Power as if thosgiiaitions occurred as of the beginning of fisaedigs 2011 (Neuro Nexus) and
2010 (Micro Power) (in thousands, except per shareunts):

Year Ended
December 28, December 30,
2012 2011

Sales $ 646,61 $ 636,50:
Net income (loss) (4,979 32,30¢
Earnings (loss) per share:

Basic $ 0.2)) % 1.3¢

Diluted $ (0.2)) $ 1.37

The unaudited pro forma information presents thalioed operating results of Greatbatch, NeuroNeand,Micro Power, with the
results prior to the acquisition date adjustechtiuide the pro forma impact of the amortizatiomoduired intangible assets, the
adjustment to interest expense reflecting the amlooimowed in connection with the acquisitions a¢@batch’s interest rate, and the
impact of income taxes on the pro forma adjustmetiliging the applicable statutory tax rate. Thwudited pro forma consolidated be
and diluted earnings (loss) per share calculattwasased on the consolidated basic and diluteghtesi average shares of Greatbatch.
The unaudited pro forma results are presentedlfstrative purposes only and do not reflect thaization of potential cost savings, and
any related integration costs. Certain costs savingy result from the acquisition; however, them be no assurance that these cost
savings will be achieved. These pro forma resutaat purport to be indicative of the results thatuld have been obtained, or to be a
projection of results that may be obtained in tere.
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3. SUPPLEMENTAL CASH FLOW INFORMATION

(in thousands)
Noncash investing and financing activities:
Common stock contributed to 401(k) Plan

Property, plant and equipment purchases includeddéounts payab

Cash paid during the year for:
Interest
Income taxes
Acquisition of noncash assets
Liabilities assumed

4. INVENTORIES

Inventories are comprised of the following (in teands):

Raw materials
Work-in-process
Finished goods
Total

5. ASSETS HELD FOR SALE

Year Ended
January 3, December 28, December 30,
2014 2012 2011
$ 2,47 4,79 % —
2,10z 2,52 4,45¢
4,98¢ 6,23( 6,14¢
44,16 4,90¢ 5,25¢
14,39¢ 87,76¢
1,24¢ 16,48:
At
January 3, December 28,
2014 2012
67,93¢ $ 58,20«
36,67( 30,02
13,74¢ 18,38¢
118,35¢ $ 106,61.

Assets held for sale, which are included in Prepaipenses and Other Current Assets, is compristétedbllowing (in thousands):

At
Disposal Business January 3, December 28,

Asset Group Segment 2014 2012
Inventory Wireless sensing Greatbatch Medical $ — 8 28¢
Technology Wireless sensing Greatbatch Medical — 65E
Inventory Swiss orthopaedic product line Greatbatch Medical — 2,552
PP&E Swiss orthopaedic product line Greatbatch Medical — 1,471
Technology Swiss orthopaedic product line Greatbatch Medical — 47¢

$ — 3 5,44;

During 2012, the Company transferred inventory &utinology related to Greatbatch Medical's wiregesssing product line to held for
sale. These assets were subsequently written @13 to Other Operating Expenses, Net as a sgiesmment could not be reached with

interested buyers.

In connection with the sale of certain non-coreSwirthopaedic product lines to an independerd grarty in 2013, during 2012, the
Company transferred certain inventory, PP&E antrietogy to held for sale. As the disposal group e@ssidered a business, $2.8
million of goodwill was allocated to the disposabgp during 2013 when the transaction closed. mection with the transfer of these
orthopaedic product lines to held for sale, the Gany recognized a $3.6 million loss in Other OprgaExpenses, Net in 2012 based
upon the contractual sales price to the third pasythis disposal group did not have cash floved there clearly distinguishable, both

operationally and for financial reporting
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purposes, from the rest of the Company, they weteonsidered discontinued operations in accordaitteASC 205. This transaction
closed in the first quarter of 2013. During 201% Company received payments totaling $4.7 miliiooconnection with this transaction
and the third party assumed $2.4 million of seveedrabilities. The purchase agreement provideCmpany with an earn out payment
based upon the amount of inventory consumed bpuhehaser within one year after the close of thedaction. As a result of this earn
out, we expect a gain of approximately $2.3 milliwifi be recorded in the first quarter of 2014 ith€r Operating Expenses, Net. See
Note 13 “Other Operating Expenses, Net,” for additl information regarding this transaction.

PROPERTY, PLANT AND EQUIPMENT, NET

Property, plant and equipment are comprised ofdtewing (in thousands):

At
January 3, December 28,
2014 2012
Manufacturing machinery and equipment $ 159,54; $ 150,34«
Buildings and building improvements 87,35¢ 87,357
Information technology hardware and software 28,01( 29,82:
Leasehold improvements 31,52: 20,52(
Furniture and fixtures 13,88¢ 13,41
Land and land improvements 13,01¢ 12,49¢
Construction work in process 7,88¢ 15,44
Other 63< 67€
341,85 330,07-
Accumulated depreciation (196,08, (179,18)
Total $ 145,77. $ 150,89:
Depreciation expense for property, plant and eqeitnwvas as follows (in thousands):
Year Ended
January 3, December 28, December 30,

2014 2012 2011

Depreciation expense $ 22,79¢ $ 3157 $ 25,67

Construction work in process at January 3, 201harily relates to routine purchases of machineguigment, and information
technology assets to support normal recurring dipgr Construction work in process at Decembe2B82 primarily relates to the
transfer of the Company’s orthopaedic operatioesipusly performed at its Orvin and Corgemont, Seritand facilities to existing
facilities located in Fort Wayne, IN and Tijuanageiico; the expansion of the Company’s manufactuinfigistructure in order to support
its medical device strategy; and the relocatiothefCompany’s global headquarters to Frisco, TeéKasse projects were completed
during 2013. See Note 13 “Other Operating Experidet, for a description of the Company’s signifit@apital investment projects.
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INTANGIBLE ASSETS

Amortizing intangible assets, net are comprisetheffollowing (in thousands):

Gross Foreign Net
Carrying Accumulated Currency Carrying
Amount Amortization Translation Amount
At January 3, 2014
Purchased technology and patents $ 97,37t % (69,02¢) $ 1,98C $ 30,33(
Customer lists 68,25 (24,677) 1,367 44,95
Other 4,43¢ (4,399 804 83¢
Total amortizing intangible assets $ 170,06° $ (98,099 $ 4,151 § 76,122
At December 28, 2012
Purchased technology and patents $ 95,57¢ $ (61,659 $ 1932 $ 35,84¢
Customer lists 68,25’ (18,929 1,27(C 50,59¢
Other 4,43¢ (4,34)) 80% 89¢
Total amortizing intangible assets $ 168,26° $ (84,929 $ 4,001 $ 87,34:

Aggregate intangible asset amortization expensengrised of the following (in thousands):

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Cost of sales $ 6,82 $ 7,48¢ $ 6,162
SG&A 5,80( 6,221 3,92¢
RD&E 54t 54t 367
Total intangible asset amortization expense $ 13,160 $ 14,26: $ 10,45¢

Estimated future intangible asset amortization egpebased upon the current carrying value is &saisl(in thousands):

Estimated
Amortization

Expense
2014 $ 13,69¢
2015 12,64«
2016 10,35(
2017 9,22
2018 6,93¢
Thereafter 23,26¢
Total estimated amortization expense $ 76,122

During 2013, the Company made an asset purchasetuiology totaling $1.8 million , which is beinmartized over a weighted average
period of approximately 7 years. In connection witis and other technology purchases in previoassyas of January 3, 2014 the
Company has recorded $4.0 million of contingeriiliges, which will only be paid if certain perforance targets are achieved. These
contingent liabilities are classified in Other Lelgrm Liabilities.
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The change in indefinite-lived assets during 2®18si follows (in thousands):

Trademarks
and
Tradenames IPR&D Total
At December 28, 2012 $ 20,28¢ % 54C $ 20,82¢
Indefinite-lived assets written-off (Note 18) — (540 (540)
At January 3, 2014 $ 20,28¢ $ — 3 20,28t

During 2013, the Company wrote off its IPR&D assetghese projects were discontinued prior to iegdechnological feasibility.

As discussed further in Note 13 “Other Operatingdnses, Net” and Note 19 “Business Segment, Gebigrapd Concentration Risk
Information,” in connection with the realignmenttbé Company's operating structure in 2013, the @20y reevaluated its operating and
reporting segments. Beginning in the fourth quasfe2013, the Company determined that it has twerating segments: Greatbatch
Medical and QIiG, and, as required, reassigned giiddveach of these reporting units based upoir tiedative fair values and
reclassified prior year amounts to conform therth&current year presentation. The change in gdbdwing 2013 is as follows (in
thousands):

Greatbatch
Medical QIiG Total
At December 28, 2012 $ 307,23 $ 41,80C $ 349,03!
Goodwill disposed (Note 5) (2,779 — (2,777
Foreign currency translation 39z — 397
At January 3, 2014 $ 304,85¢ $ 41,80C $ 346,65¢

As of January 3, 2014 , no accumulated impairmesg has been recognized for the goodwill allocaigde Company’s Greatbatch
Medical or QiG segments.

ACCRUED EXPENSES

Accrued expenses are comprised of the followingh@usands):

At
January 3, December 28,
2014 2012
Salaries and benefits $ 16,31: $ 12,70«
Profit sharing and bonuses 19,80¢ 12,48¢
Warranty 1,81¢ 2,62¢€
Swiss orthopaedic consolidation severance — 9,56
Other 6,74% 8,13(
Total $ 44,68. $ 45,51t
DEBT
Long-term debt is comprised of the following (irtisands):
At
January 3, December 28,
2014 2012
Revolving line of credit $ — 3 33,00(
Variable rate term loan 197,50( —
2.25% convertible subordinated notes — 197,78.
Unamortized discount — (5,369
Total long-term debt $ 197,50C $ 225,41
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Credit Facility — In September 2013 , the Company amended anddedets credit facility (the “Credit Facility”). Tthnew Credit

Facility provides a $300 million revolving credidility (the “Revolving Credit Facility”), a $200iition term loan (the “Term Loan”), a
$15 million letter of credit subfacility, and a $fdllion swingline subfacility. The Credit Facilityan be increased by $200 million upon
the Company’s request and approval by the lendées Revolving Credit Facility has a maturity dat&September 20, 2018 , which may
be extended to September 20, 2019 upon noticeeb@€dimpany and subject to certain conditions. Thecjpal of the Term Loan is
payable in quarterly installments as specifiechim €redit Facility until its maturity date of Setieer 20, 2019vhen the unpaid balance
due in full.

The Company has pledged its non-realty assetsdimgicash, accounts receivable and inventoriesléseral against the outstanding
debt on the Credit Facility. Interest rates onrthwlving and term loans under the Credit Facditg, at the Company’s option either at:
(i) the prime rate plus the applicable margin, ahianges between 0.0% and 0.75% , based on the &yfsgotal leverage ratio or

(i) the applicable LIBOR rate plus the applicabiargin, which ranges between 1.375% and 2.75%edas the Company’s total
leverage ratio. Loans under the swingline subfigailill bear interest at the prime rate plus thelegable margin, which ranges between
0.0% and 0.75% , based on the Company’s total &eeratio. The Company is also required to paynangibment fee, which varies
between 0.175% and 0.25% depending on the Comptotgldeverage ratio.

The Credit Facility contains limitations on theimence of indebtedness, liens and licensing eflettual property, investments and
certain payments. The Credit Facility permits tlerpany to engage in the following activities umtbaggregate amount of $300
million : 1) engage in permitted acquisitions ie #tiggregate not to exceed $250 millid@) make other investments in the aggregate r
exceed $100 million ; 3) make stock repurchasesdaathre dividends not to exceed $150 million i diggregate; and 4) make
investments in foreign subsidiaries not to exce2@ i@illion in the aggregate. At any time that tb&at leverage ratio of the Company for
the two most recently ended fiscal quarters istleas 2.75 to 1.0, the Company may make an elettioeset each of the amounts
specified above. Additionally, these limitationsidae waived upon the Comparyequest and approval of a majority of the lend&ssof
January 3, 2014 , the Company had available t80#d of the above limits except for the aggregamét land other investments limit
which are now $298 million and $98 million , respely.

The Credit Facility requires the Company to maimgiolling four quarter ratio of adjusted EBITDé interest expense of at least 3.0 to
1.0, and a total leverage ratio of not greater tharto 1.0 and a total leverage ratio not gretitan 4.25 to 1.0 after January 2, 2016 . The
calculation of adjusted EBITDA and total leveragéa excludes non-cash charges, extraordinary,ualusr non-recurring expenses or
losses, non-cash stock-based compensation, antenorring expenses or charges incurred in conneetith permitted acquisitions. As
of January 3, 2014 , the Company was in compliavitteall covenants under the Credit Facility.

The Credit Facility contains customary events dadk. Upon the occurrence and during the contiseasf an event of default, a majol
of the lenders may declare the outstanding advaar@sll other obligations under the Credit Facilihmediately due and payable.

As of January 3, 2014 , the weighted average isteate on borrowings under the Credit Facilityjakhdoes not take into account the
impact of the Company’s interest rate swap, wa6%.5As of January 3, 2014 , the Company had $30@mof borrowing capacity
available under the Credit Facility. This borrowicepacity may vary from period to period based uppendebt and EBITDA levels of tl
Company, which impacts the covenant calculatiossiileed above.

Interest Rate Swap From time to time, the Company enters into interat swap agreements in order to hedge agairstitchange

in cash flows on the outstanding borrowings onGhedit Facility. The variable rate received onititerest rate swaps and the variable
rate paid on the debt have the same rate of inteneduding the credit spread, and resets and ipégrest on the same date. During 2012
the Company entered into a three-year $150 milliterest rate swap, which amortizes $50 millggn year. This swap was entered int
order to hedge against potential changes in casfsfon the outstanding Credit Facility borrowingbjch are also indexed to the one-
month LIBOR rate. This swap is being accountedafoa cash flow hedge. Information regarding the @ow’'s outstanding interest rate
swap as of January 3, 2014 is as follows (doliathousands):

Current
Pay Receive Fair
Type of Notional Start End Fixed Floating Value Balance
Instrument Hedge Amount Date Date Rate Rate January 3, 2014  Sheet Location
Other Long-
Interest rate swap Cash flon $ 150,00( Feb13 Feb16 0.57% 0.161% $ (32¢) Term Liabilities
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The estimated fair value of the interest rate sagygement represents the amount the Company expeeteive (pay) to terminate the
contract. No portion of the change in fair valughred Company’s interest rate swap during 2013 22G% 2011 was considered
ineffective. The amount recorded as Interest Expeiusing 2013 , 2012 , and 2011 related to the Gmyip interest rate swaps was $0.5
million , $0.0 million and $0.4 million , respectly.

Convertible Subordinated Notesla March 2007, the Company issued $197.8 millioeaivertible subordinated notes (“CSN”) at a 5%
discount. CSN accrued interest at 2.25% per aniilma effective interest rate of CSN, which tooloinbnsideration the amortization of
the discount and deferred fees related to the mesuaf these notes, was 8.5% . On February 20, 20E3Company redeemed alll
outstanding CSN. The contractual interest and discamortization for CSN were as follows (in thauss):

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Contractual interest $ 634 $ 4450 $ 4,45(
Discount amortization 5,36¢ 11,46¢ 10,32(

The expected future minimum principal payments witlde Credit Facility as of January 3, 2014 is@kivs (in thousands):

2014 $ 10,00(
2015 11,25(
2016 16,25(
2017 20,00(
2018 20,00(
Thereafter 120,00
Total $ 197,50(

The Company has the ability and intent to use akidity under the Revolving Credit Facility to fupdincipal payments on the Term
Loan.

Deferred Financing Fees The change in deferred financing fees is asWal@n thousands):

At December 30, 2011 $ 3,14¢
Amortization during the period (1,099
At December 28, 2012 2,05¢
Financing costs deferred 2,80z
Write-off during the period (15€)
Amortization during the period (842
At January 3, 2014 $ 3,86(

DEFINED BENEFIT PLANS

Savings Plan- The Company sponsors a defined contribution 4Qdlén, which covers substantially all of its Utased employees.
The plan provides for the deferral of employee cengation under Section 401(k) and a discretionam@any match. In 2013, 2012,
and 2011 , this match was 35% per dollar of paditt deferral, up to 6% of the total compensat@reach participant. Net costs
related to this defined contribution plan were $&i0ion in 2013 and 2012 , and $1.6 million in 201

In addition to the above, under the terms of thi(K0plan document there is an annual discretiodafined contribution of up to 4% of
each employee’s eligible compensation based uppadhievement of certain performance targets. dmisunt is contributed to the 401
(k) plan in the form of Company stock. Compensatiost recognized related to the defined contribugian was $4.8 million , $1.9
million , $5.1 million in 2013 , 2012 , and 201despectively. As of January 3, 2014 , the 401(lnRield 607,287 shares of Company
stock.

-73-




GREATBATCH, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Education Assistance Program The Company reimburses tuition, textbooks andriatiory fees for college or other job related
programs for all of its U.S. based employees. Thmgany also reimburses college tuition for the delpat children of certain full-time
U.S. based employees hired prior to 2012, whiclisves a straight-line basis over ten years, upeaapplicable local state university
tuition rate. For certain employees and executithesdependent children benefit is not limited. Minm academic achievement is
required in order to receive reimbursement undér poograms. Aggregate expenses under the progremes$2.0 million $2.2 million
and $1.5 million in 2013 , 2012 and 2011 , respebfi

Defined Benefit Plans- The Company is required to provide its employeeated in Switzerland, Mexico, and France certain
statutorily mandated defined benefits. Under thptans, benefits accrue to employees based upos géaervice, position, age and
compensation. The defined benefit pension planigeaito the Company’s employees located in Switretlis a funded contributory
plan while the plans that provide benefits to tlenpany’s employees located in Mexico and Franceiafended and noncontributory.
The liability and corresponding expense relatethése benefit plans is based on actuarial compuagbtf current and future benefits for
employees.

During 2012, the Company transferred most majoctions performed at its facilities in Switzerlamda other existing facilities. As a
result, the Company curtailed its defined bendéihgprovided to employees at those Swiss facildi@sng 2012. In accordance with
ASC 715, this gain was recognized in Other Opegdiirpenses, Net as the related employees werengedi Since Swiss plan assets
were sufficient to cover all plan liabilities, dog 2012 the plan assets were transferred into €asing 2013, the plan assets that
remained after settlement payments were made wasferred to an AA- rated insurance carrier whard¢he pension risk and
longevity risk, and will be used to cover the pendiability for the remaining retirees of the Swislan, as well as the remaining
employees at that location.

Information relating to the funding position of tB®mpany’s defined benefit plans as of the planasmeement date of January 3, 2014
and December 28, 2012 were as follows (in thougands

Year Ended
January 3, December 28,
2014 2012

Change in projected benefit obligation:

Projected benefit obligation at beginning of year $ 16,21 $ 17,05:
Service cost 23€ 1,11¢
Interest cost 13¢ 40¢
Prior service cost and plan amendments (45) —
Plan participants’ contribution 134 97€
Actuarial (gain) loss 2 95¢
Benefits paid 434 22¢
Settlement/curtailment gain (14,539 (4,939
Foreign currency translation (149 40¢
Projected benefit obligation at end of year 2,42 16,21¢
Change in fair value of plan assets:

Fair value of plan assets at beginning of year 12,26¢ 11,48¢
Employer contributions 15C 1,05(
Plan participants’ contributions 134 97¢€
Actual gain (loss) on plan assets (26) 644
Benefits paid 13¢ 22¢
Settlements (11,780 (2,429
Foreign currency translation (159 31C
Fair value of plan assets at end of year 731 12,26¢
Projected benefit obligation in excess of plan saeend of year $ 1,691 $ 3,94¢
Defined benefit liability classified as other curtdiabilities $ 25 ¢ 23
Defined benefit liability classified as long-terrabilities $ 1,666 $ 3,92¢
Accumulated benefit obligation at end of year $ 1,682 $ 14,60¢
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Amounts recognized in Accumulated Other Comprehlvenisicome are as follows (in thousands):

Year Ended
January 3, December 28,
2014 2012
Net loss occurring during the year $ 25 % 74C
Amortization of losses (722) (3,069
Prior service cost 15C 34z
Amortization of prior service cost 33 (20
Foreign currency translation 224 294
Pre-tax adjustment (290 (1,699
Taxes 18 13
Net gain $ (272 $ (1,68%)

The amortization of amounts in Accumulated Othem@rehensive Income expected to be recognized apartents of net periodic
benefit expense during 2014 are as follows (in shods):

Amortization of net prior service cost $ 7
Amortization of net loss 12

Net pension (income) cost is comprised of the feitg (in thousands):

Year Ended
December 28,
January 3, 2014 2012

Service cost $ 23¢ % 1,11¢
Interest cost 13¢€ 40¢
Expected return on assets — (42%)
Recognized net actuarial (gain) loss (1,929 22z
Net pension (income) cost $ (1,559 $ 1,321
The weighted-average rates used in the actuatiaatrans were as follows:

Projected Benefit Obligation Net Pension Cost

January 3, December 28,

2014 2012 2013 2012 2011

Discount rate 3.4% 2.1% 2.1% 2.5% 2.%
Salary growth 3.1% 2.4% 2.4% 2.2% 2.5%
Expected rate of return on assets 2.5% —% —% 3.5% 3.8%

The discount rate used is based on the yields obéwids with a duration matching the duration oflthkilities plus approximately 50
basis points to reflect the risk of investing inparate bonds. The expected rate of return on gdaets reflects earnings expectations ot
existing plan assets.
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Plan assets were comprised of the following (irutamds):

Fair Value Measurements Using

Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
January 3, 2014 (Level 1) (Level 2) (Level 3)
Insurance contract $ 731 % — $ 731 $ —
Total $ 731 % — % 731 % _
Fair Value Measurements Using
Quoted
Prices in
Active Significant
Markets for Other Significant
Identical Observable Unobservable
December 28, Assets Inputs Inputs
2012 (Level 1) (Level 2) (Level 3)
Cash $ 12,26¢ $ 12,26¢ $ — % —
Total $ 12,26¢ $ 12,26¢ $ — % —

The fair value of Level 1 plan assets are obtalmedeference to the last quoted price of the isdah8ecurity on the active market which
it trades. The fair value of Level 2 plan assetsabtained from quoted market prices in inactiveket or valuation models with
observable market data inputs to estimate fairevallnese observable market data inputs includehnesudk yields, reported trades,
broker/dealer quotes, issuer spreads, benchmaukitses, bids, offers and reference data.

Estimated benefit payments over the next ten yaaras follows (in thousands):

2014 $ 381
2015 39
2016 88
2017 132
2018 107
2019-2023 91C
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STOCK-BASED COMPENSATION

The components and classification of stock-basetpemsation expense were as follows (in thousands):

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Stock options $ 3,49(C $ 2,78¢ $ 2,511
Restricted stock and units 5,84:% 6,23: 4,52¢
401 (k) stock contribution 4,76¢ 1,88t 5,04¢
Total stock-based compensation expense $ 14,10. $ 10,90: $ 12,08:
Cost of sales $ 3,86¢ $ 2,62( $ 4,18¢
Selling, general and administrative expenses 7,907 7,68¢ 6,63(
Research, development and engineering costs, net 1,19¢ 60C 1,26¢
Other operating expenses, net (Note 13) 1,13¢ — —
Total stock-based compensation expense $ 14,10 $ 10,90¢  $ 12,08:

During 2013, the Company recorded within Other @peg Expenses, Net stock compensation modificaigense related to the 2013
operating unit realignment, which is discussed ateNL3 “Other Operating Expenses, Net.”

Summary of Plans

The Company’s 1998 Stock Option Plan and Non-Ergedyirectors Stock Plan have been frozen to anyavesvd issuances. Stock
options remain outstanding under these plans.

The Company’s 2005 Stock Incentive Plan (“2005 Blaas amended, authorizes the issuance of upt&0)00 shares of equity
incentive awards including nonqualified and incemtstock options, restricted stock, restrictedkstouts, stock bonuses and stock
appreciation rights subject to the terms of the2B@&n. The 2005 Plan limits the amount of resdattock, restricted stock units and
stock bonuses that may be awarded in the aggrem8&0,000 shares of the 2,450,000 shares autlkdnizéhe 2005 Plan.

The Company’s 2009 Stock Incentive Plan (2009 Blanthorizes the issuance of up to 1,350,000 shafequity incentive awards
including nonqualified and incentive stock optiorestricted stock, restricted stock units, stockuses and stock appreciation rights
subject to the terms of the 2009 Plan. The 2008 Risits the amount of restricted stock, restricséack units and stock bonuses that
may be awarded in the aggregate to 200,000 shathe &,350,000 shares authorized.

The Company’s 2011 Stock Incentive Plan (“2011 Blanthorizes the issuance of up to 1,000,000 shafequity incentive awards
including nonqualified and incentive stock optiorestricted stock, restricted stock units, stockuses and stock appreciation rights,
subject to the terms of the 2011 Plan. The 2014 &dees not limit the amount of restricted stocktnieted stock units or stock bonuses
that may be awarded.

As of January 3, 2014 , there were 219,722 , 557886 187,098 shares available for future grantieuthe 2011 Plan, 2009 Plan and
2005 Plan, respectively. Due to plan sub-limitsthef shares available for grant, only 58,510 shanels189,218 shares may be awarded
under the 2009 Plan and the 2005 Plan, respectiveliie form of restricted stock, restricted stockts or stock bonuses.

Stock Options

Stock options granted generally vest over a thrdew year period, expire 10 years from the ddtgrant, and are granted at exercise
prices equal to or greater than the fair valuehef@ompany’s common stock on the date of granfoReance-based stock options only
vest if certain performance metrics are achievéae gerformance metrics generally cover a threergyedormance period beginning in
the year of grant and include the achievementwdnee, adjusted operating earnings and adjusteatipg cash flow targets. In 2010,
the Company began issuing all performance stockéeébawards in the form of restricted stock units.

The Company utilizes the Black-Scholes option pganodel to determine the fair value of stock amidvlanagement is required to
make certain assumptions with respect to selectatbhnputs. Expected volatility is based on th&tdrical volatility of the Company’s
stock over the most recent period commensuratethittestimated expected life
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of the stock options. The expected life of stockays, which represents the period of time thatstieek options are expected to be
outstanding, is based on historical data. The grpletividend yield is based on the Companyistory and expectation of future divid
payouts. The risk-free interest rate is based ertls. Treasury yield curve in effect at the timgrmnt for a period commensurate with
the estimated expected life. If factors changerasdlt in different assumptions, the stock optinpemse that the Company records for
future grants may differ significantly from whaetiCompany recorded in the current period. Stocledasmpensation expense is only
recorded for those awards that are expected to Restvesting forfeiture estimates for determirdpgropriate stockased compensati
expense are estimated at the time of grant basédstorical experience. Revisions are made to tlestienates in subsequent periods if
actual forfeitures differ from estimated forfeitare

The weighted-average fair value and assumptions aiseas follows:

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Weighted average grant date fair value $ 8.3t % 8.2( % 9.317
Risk-free interest rate 0.7:% 0.82% 2.02%
Expected volatility 39% 4C% 4C%
Expected life (in years) 5.2 5.2 5.2
Expected dividend yield 0% 0% 0%
Annual prevesting forfeiture rate 9% 9% 9%
The following table summarizes time-vested stoclompactivity:
Weighted
Average
Number of Weighted Remaining Aggregate
Time-Vested Average Contractual Intrinsic
Stock Exercise Life Value
Options Price (In Years) (In Millions)

Outstanding at December 31, 2010 1,463,551 $ 23.4¢

Granted 306,44 23.9¢

Exercised (84,237 21.41

Forfeited or expired (126,99) 26.47
Outstanding at December 30, 2011 1,558,77. 23.4%

Granted 395,97¢ 22.1¢

Exercised (52,687 20.77

Forfeited or expired (126,219 24.21
Outstanding at December 28, 2012 1,775,84 23.17

Granted 372,67t 23.3¢

Exercised (443,429 23.2¢

Forfeited or expired (88,68¢) 28.0¢
Outstanding at January 3, 2014 1,616,400 $ 22.9; 6.4 $ 33.1
Expected to vest at January 3, 2014 1,593,86. $ 22.9: 6.3 $ 33.8
Exercisable at January 3, 2014 1,342,670 $ 22.92 59 § 28.(

-78-




GREATBATCH, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following table summarizes performance-vestedksoption activity:

Weighted
Average
Number of Weighted Remaining Aggregate
Performance- Average Contractual Intrinsic
Vested Stock Exercise Life Value
Options Price (In Years) (In Millions)
Outstanding at December 31, 2010 744,520 $ 23.6¢
Exercised (26,479 22.5:
Forfeited or expired (239,68)) 22.2¢
Outstanding at December 30, 2011 478,36¢ 24.4¢
Exercised (7,657 22.0¢
Forfeited or expired (185,789 26.3¢
Outstanding at December 28, 2012 284,92! 23.2¢
Exercised (107,669 23.2¢
Forfeited or expired — —
Outstanding at January 3, 2014 177,26. $ 23.2] 34 % 3.€
Expected to vest at January 3, 2014 177,26. $ 23.2] 34 % 3.€
Exercisable at January 3, 2014 177,261 $ 23.2, 34 % 3.€

Intrinsic value is calculated for in-the-money opis (exercise price less than market price) oudstgrand/or exercisable as the
difference between the market price of the Compaogmmon shares as of January 3, 2014 ( $43.88 thenveighted average exercise
price of the underlying stock options, multiplieg the number of options outstanding and/or exebbésas of January 3, 2014 , $2.1
million of unrecognized compensation cost relateddn-vested stock options is expected to be rézedmover a weighted-average
period of approximately 2 years. Shares are digteithfrom the Company’s authorized but unissuedrvesupon the exercise of stock
options or treasury stock if available. The Compdags not intend to purchase treasury shares tbthenfuture exercises of stock
options.

Proceeds from the exercise of stock options armditextto common stock at par value and the exaesedited to additional paid-in
capital. A portion of the options outstanding gfyadis incentive stock options (“1ISO”) for incomextaurposes. As such, a tax benefit is
not recorded at the time the compensation cosectta the stock options is recorded for book psegadue to the fact that an ISO does
not ordinarily result in a tax benefit unless thisra disqualifying disposition. Stock option gnf non-qualified stock options result in
the creation of a deferred tax asset, which isrgptaary difference, until the time that the optisexercised.

The following table provides certain informatiofating to the exercise of stock options (in thowsgn

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Intrinsic value $ 6,807 $ 14t $ 501
Cash received 12,807 1,267 2,401
Tax benefit (expense) realized 727 (132 (14¢€)

-79-




GREATBATCH, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Restricted Stock and Restricted Stock Units

Time-vested restricted stock and restricted stodkawards granted typically vest in equal annoatallments over a three or four year
period. The fair value of time-based as well asmarket-based performance restricted stock andatesirstock unit awards is equal to
the fair value of the Company’s stock on the ddtgrant. The following table summarizes time-vegstestricted stock and unit activity:

Weighted

Time-Vested Average

Activity Fair Value
Nonvested at December 31, 2010 123,38t $ 22.5i1
Granted 31,62t 23.4¢
Vested (80,82%) 22.8(
Forfeited (4,249 22.9¢
Nonvested at December 30, 2011 69,94 22.6¢
Granted 92,26 23.4¢
Vested (74,90)) 22.8¢
Forfeited (7,037 22.5¢
Nonvested at December 28, 2012 80,26 23.4¢
Granted 67,23( 26.7¢
Vested (74,067) 23.9:
Forfeited (5,862) 22.2¢
Nonvested at January 3, 2014 67,57 ¢ 26.31

Performance-vested restricted stock granted pui@0f0 vests upon the achievement of certain ardiluaéd EPS targets by the
Company, or the seventh anniversary date of thecawa

Performance-based restricted stock units grantgdvasst if certain market-based performance metiesachieved. The amount of
shares that ultimately vest range from 0 shar@§ #9678 shares based upon the total shareholden reftthe Company relative to the
Company’s compensation peer group over a threeperéormance period beginning in the year of grahe fair value of the restricted
stock units was determined by utilizing a Montel@aimulation model, which projects the value oE@batch stock versus the peer
group under numerous scenarios and determinesthe of the award based upon the present valueesétprojected outcomes. The
following table summarizes performance-vested iestt stock and stock unit activity related to @@mpany’s plans:

Performance- Weighted

Vested Average

Activity Fair Value
Nonvested at December 31, 2010 283,79 $ 15.1(C
Granted 279,41 18.21
Vested (6,600 17.9¢
Forfeited (26,869 15.8¢
Nonvested at December 30, 2011 529,74. 16.6¢
Granted 332,91t 15.3(
Vested (15,500 24.6¢
Forfeited (64,71Y 15.7:2
Nonvested at December 28, 2012 782,44t 16.0z
Granted 318,16¢ 15.8¢
Vested (49,139 14.6¢
Forfeited (271,799 14.9¢
Nonvested at January 3, 2014 779,67¢ ¢ 16.41
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The realized tax benefit (expense) from the vestingstricted stock and restricted stock units $@s4) million , $(0.02) million and
$0.008 million for 2013, 2012 and 2011 , respedyivAs of January 3, 2014 , there was $10.5 milliéotal unrecognized
compensation cost related to the restricted stodkrastricted stock unit awards. That cost is etqueto be recognized over a weighted-

average period of approximately 2 years. The falue of shares vested in 2013, 2012 and 2011 wasiflion , $1.5 million and $1.9
million , respectively.

RESEARCH, DEVELOPMENT AND ENGINEERING COSTS, NET

Research, Development and Engineering Costs, Metanprised of the following (in thousands):

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Research and development costs $ 17,95. $ 24,07. $ 19,01«
Engineering costs 44,69¢ 38,77: 35,47:
Less: cost reimbursements (8,575 (20,35%) (8,979
Total research, development and engineering costs, $ 54,077 $ 52,49( $ 45,51
OTHER OPERATING EXPENSES, NET
Other Operating Expenses, Net is comprised ofdhevfing (in thousands):
Year Ended
January 3, December 28, December 30,

2014 2012 2011
2013 operating unit realignment $ 5628 $ — 3 =
Orthopaedic facility optimization 8,03¢ 32,48. 42~
Medical device facility optimization 31z 1,52¢ —
ERP system upgrade 783 5,041 —
Acquisition and integration (income) costs (502) 1,46( —
Asset dispositions, severance and other 1,53¢ 1,83¢ 16¢
Total other operating expenses, net $ 15,79C $ 42,34¢ $ 59¢

2013 operating unit realignmenin 2013, the Company initiated a plan to realignojperating structure in order to optimize its
continued focus on profitable growth. As part aétimitiative, the sales and marketing and operatigroups of its former Implantable
Medical and Electrochem reportable segments waroeed into one sales and marketing and one opesagroup serving the entire
Company. This initiative is expected to be compmleieer the next six months. Total restructuringrgka expected to be incurred in
connection with this realignment are between $6Ibom and $7.0 million , of which $5.6 million habeen incurred to date. Expenses
related to this initiative will be recorded withilne applicable segment that the expenditures readad include the following:

* Severance and retention: $5.0 million - $5.Jioml; anc
e Other: $1.5 million - $1.8 million

Other costs primarily consist of relocation, rettnént and travel expenditures. The change in addrabilities related to the 2013
operating unit realignment is as follows (in thawss):

Severance and Retentiol Other Total
At December 28, 2012 $ — 3 — 3 —
Restructuring charges 4,15: 1,47z 5,62¢
Non-cash settlement (modification expense - Noje 11 (1,13¢) — (1,136
Cash payments (2,557) (72€) (3,279
At January 3, 2014 $ 465§ 746§ 1,211
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Orthopaedic facility optimization. In 2010, the Company began updating its Indianapt¥ facility to streamline operations,
consolidate two buildings, increase capacity, ferrthxpand capabilities and reduce dependence sidewuppliers. This initiative was
completed in 2011.

In 2011, the Company began construction on an petbdic manufacturing facility in Fort Wayne, IN amansferred manufacturing
operations being performed at its Columbia CityJdiation into this new facility. This initiativeas completed in 2012.

During 2012, the Company transferred most majoctions previously performed at its facilities inv@r and Corgemont, Switzerland
into existing facilities in Fort Wayne, IN and Tgoa, Mexico. In connection with this consolidation2012, the Company entered into
an agreement to sell certain non-core Swiss ortipgroduct lines to an independent third partyuding inventory, PP&E and
technology on hand related to these product li8es. Note 5 “Assets Held for Salégt additional information regarding this transaat

During 2013, the Company began a project to exjigrdhaumont, France facility in order to enhanseapabilities and fulfill larger
volume customer supply agreements. This initiaivexpected to be completed over the next threesyea

The total capital investment expected to be inclfoe these initiatives is between $30 million &85 million , of which $22 milliorhas
been expended to date. Total expense expectedibaireed for these initiatives is between $45 imriland $50 million , of whick$41.2
million has been incurred to date. All expensesehasen and will be recorded within the Greatbateldighl segment and are expected
to include the following:

» Severance and retention: $11 million ;
» Accelerated depreciation and asset write-off&: $illion ;
» Other: $19 million - $24 million .

All expenses are cash expenditures, except actededapreciation and asset write-offs. The changedcrued liabilities related to the
Orthopaedic facility optimizations is as follows thousands):

Severance Accelerated
and Depreciation/
Retention Asset Write-offs Other Total
At December 28, 2012 $ 9,561 $ — 3 — 3 9,561
Restructuring charges 624 507 6,907 8,03¢
Write-offs — (507) — (507)
Liability assumed by third party (Note 5) (2,399 — — (2,399
Cash payments (7,799 — (6,050 (13,849
At January 3, 2014 $ — § — § 857 $ 857

Medical device facility optimization. Near the end of 2011, the Company initiated planggrade and expand its manufacturing
infrastructure in order to support its medical devstrategy. This includes the transfer of cepagduct lines to create additional
capacity for the manufacture of medical devicepagsion of two existing facilities, as well as fhechase of equipment to enable the
production of medical devices. These initiativess expected to be completed over the next year| Tapatal investment under these
initiatives is expected to be between $15 millior$20 million of which approximately $12.4 millidras been expended to date. Total
expenses expected to be incurred on these pragdottween $2 million to $3 million of which $1.8len has been incurred to date.
expenses have been and will be recorded withiGtieatbatch Medical segment and are expected todadhe following:

« Production inefficiencies, moving and revalidati§0.5 million — $1 million ;
+ Personnel: $1 million — $1.5 million ; and
» Other: $1.0 million .
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The change in accrued liabilities related to theliced device facility optimization is as follows(thousands):

Production

Inefficiencies,

Moving and

Revalidation Personnel Other Total
At December 28, 2012 $ — 3 — $ — 3 —
Restructuring charges 19 2 291 31z
Cash payments (19 2 (297) (312
At January 3, 2014 $ — % — $ — % —

ERP system upgradeln 2011, the Company initiated plans to upgradexisting global ERP system. This initiative is egfed to be
completed over the next three months. Total capitelstment under this initiative is expected tdobéveen $4 million to $4.5 millioaf
which approximately $3.9 million has been expenidedate. Total expenses expected to be incurregtisinitiative is between $6
million to $7 million of which $5.8 million has baencurred to date. All expenses are cash expearditexcept accelerated depreciatior
and asset write-offs. Expenses related to thimthie are recorded within the corporate cost aeswel include the following:

» Training and consulting costs: $4 million — $4n8lion ; and
» Accelerated depreciation and asset write-offsm#ilon — $2.5 million .

The change in accrued liabilities related to thé?Eigstem upgrade is as follows (in thousands):

Training & Accelerated
Consulting Depreciation/
Costs Asset Write-offs Total

At December 28, 2012 $ 16 $ — $ 16¢
Charges 43€ 347 783
Write-offs — (347) (347)
Cash payments (605) — (605)
At January 3, 2014 $ — $ — $ —

Acquisition and integration (income) costsDuring 2013 and 2012, the Company incurred cost(he) related to the integration of
Micro Power and NeuroNexus, which were acquireDéeember 2011 and February 2012, respectively.efaegenses were primarily
for retention bonuses, travel cost in connectioti witegration efforts, training and severance, tredchange in fair value of the
contingent consideration recorded in connectioi Witese acquisitions. See Note 18 “Fair Value Meamants.”

Asset dispositions, severance and otheduring 2013 , 2012 and 2011 , the Company recolalesks in connection with various asset
disposals and/or write-downs. Additionally, duri2@l3, Greatbatch Medical recorded a $0.9 millioiteroff related to its wireless
sensing product line (Note 5) and QIG recorded.& $tllion write-off of IPR&D (Note 7). During 2012he Company incurred $1.2
million of costs related to the relocation of itelgal headquarters to Frisco, Texas. During 204 Gompany incurred $0.6 million of
due diligence related costs in connection witlpitechase of Micro Power.

INCOME TAXES

The U.S. and international components of incomeregbrovision for income taxes were as followstfiousands):

Year Ended
January 3, December 28, December 30,
2014 2012 2011
uU.S. $ 42,39. $ 36,057 $ 43,61(
International 6,44¢ (29,329 4,78
Total income before provision for income taxes $ 48,83t $ 6,730 $ 48,39:
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The provision for income taxes was comprised offtflewing (in thousands):

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Current:
Federal $ 39,35 $ 4,74 5,15(
State 1,60¢ 381 (40)
International 1,47 66¢ 1,38¢
42,427 5,79¢ 6,49¢
Deferred:
Federal (28,679 6,61°" 8,02¢
State 427 17t 59¢
International (1,60%) (2,057) 14¢
(29,85¢) 5,73: 8,77¢
Total provision for income taxes $ 12,570 § 11,52¢ 15,27(
The provision for income taxes differs from the Usgtutory rate due to the following:
Year Ended
January 3, December 28, December 30,
2014 2012 2011
Statutory rate 35.C% 35.C% 35.C%
Federal tax credits (7.5 — (3.9
Foreign rate differential (0.7) 50.7 0.3
Uncertain tax positions 1.7 (10.7) 1.3
State taxes, net of federal benefit 2.3 4.€ 0.3
Change in tax rate - loss of Swiss tax holiday — 25.€ —
Change in foreign tax rates (3.7 — —
Valuation allowance 0.4 67.€ 0.1
Other (2.8 (2.9 0.¢
Effective tax rate 25.71% 171.:% 31.€%
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Deferred tax assets (liabilities) consist of thikofeing (in thousands):

At
January 3, December 28,
2014 2012

Tax credits $ 6,62¢ $ 6,88¢
Net operating loss carryforwards 9,161 14,631
Inventories 4,20z 3,911
Accrued expenses 4,30z 4,12¢
Stock-based compensation 9,19¢ 8,50z
Other 572 46E
Gross deferred tax assets 34,05’ 38,52¢
Less valuation allowance (11,667) (12,769
Net deferred tax assets 22,39¢ 25,76(
Property, plant and equipment (2,259 (2,649
Intangible assets (57,649 (59,779
Convertible subordinated notes (6,17¢) (36,46%)
Gross deferred tax liabilities (66,08() (98,889
Net deferred tax liability $ (43,68 $ (73,129
Presented as follows:

Current deferred tax asset $ 6,00¢ $ 7,67¢
Current deferred tax liability (613) (874)
Noncurrent deferred tax asset 2,93: 2,53¢
Noncurrent deferred tax liability (52,017 (82,46%)
Net deferred tax liability $ (43,68 $ (73,129

As a result of the repayment of CSN during 2018,Glompany reclassified $30.3 million of Long-Terraf&red Income Taxes to
Income Taxes Payable of which approximately $28IBam was paid in 2013.

As of January 3, 2014 , the Company has the fotigwziarryforwards available:

Tax Amount Begin to
Jurisdiction Attribute (in millions) Expire
u.S. Net Operating Loss $ 3.8 (1) 2031
International Net Operating Loss 56.2 (1) 2014
State Net Operating Loss 34.2 (1) Various
U.S. and State R&D Tax Credit 1.4 (1) Various
State Investment Tax Credit 5.4 Various

(1) The utilization of certain net operating losaesl credits is subject to an annual limitationamdternal Revenue Code Section 382.

Certain federal tax credits reported on filed ineaax returns included uncertain tax positionstiakeprior years. Due to the applicati
of the accounting for uncertain tax positions, dotual tax attributes are larger than the tax tsddi which a deferred tax asset is
recognized for financial statement purposes.

In assessing the realizability of deferred tax ssseanagement considers, within each taxing jiatigeh, whether it is more likely than
not that some portion or all of the deferred tasets will not be realized. Management considerstheduled reversal of deferred tax
liabilities, projected future taxable income anxl pdanning strategies in making this assessmerse@®an the consideration of the wei
of both positive and negative evidence, manageimentetermined that a portion of the deferred saets as of January 3, 2014 and
December 28, 2012 related to certain state investtag credits and net operating losses will notdzdized.

The Company files annual income tax returns inUtfe., various state and local jurisdictions, andarious foreign jurisdictions. A
number of years may elapse before an uncertaipdsixion, for which the Company has unrecognized
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tax benefits, is examined and finally settled. Whiilis often difficult to predict the final outc@or the timing of resolution of any
particular uncertain tax position, the Companyéwads that its unrecognized tax benefits reflectlost probable outcome. The
Company adjusts these unrecognized tax benefitsghss the related interest, in light of changiagts and circumstances. The
resolution of a matter could be recognized as gumsadent to the Provision for Income Taxes andetffiective tax rate in the period of
resolution.

Below is a summary of changes to the unrecognietbénefit (in thousands):

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Balance, beginning of year $ 97C $ 158 $ 2,75¢
Additions based upon tax positions related to tireent year 32t — 30C
Additions recorded as part of business combinations — — 26C
Additions related to prior period tax positions 651 21C —
Reductions relating to settlements with tax autiesi (88) (522) —
Reductions as a result of a lapse of applicabtetstaf limitations — (29¢) (1,736
Balance, end of year $ 1,85¢ $ 97C % 1,58(

The tax years that remain open and subject touditsavaries depending on the tax jurisdiction.&ulit of the consolidated federal 2!
and 2010 tax returns were completed during 201i8.rkasonably possible that a reduction of appnately $0.1 million of the balance
of unrecognized tax benefits may occur within te&trl2 months as a result of the lapse of thetstatimitations and potential audit
settlements. As of January 3, 2014 , approxima#ly millionof unrecognized tax benefits would favorably imphet effective tax ral
(net of federal impact on state issues), if recoeghi

The American Taxpayer Relief Act of 2012 (the “Actlias signed into law on January 2, 2013. The Atbactively restored several
expired business tax provisions, including the iBact1 research and experimentation credit thatexpited on December 31, 2011.
Under the American Taxpayer Relief Act of 2012, ¢gketion 41 research tax credit is extended foryears retroactively from
January 1, 2012 through December 31, 2013. As titevas signed into law on January 2, 2013, Greeltbr@cognized the benefit for
the section 41 research tax credits earned in #rb2gh the fiscal 2013 effective rate.

In September 2013, the United States issued fatallations addressing the acquisition, productimhienprovement of tangible prope
and proposed regulations addressing the dispositipnoperty. These regulations provide rules astiether the cost of tangible units
property are capitalizable and recovered throulgiwainces for depreciation or are more appropriadelyucted for tax purposes in the
year incurred. These regulations replace prewosslied temporary regulations and are effectiveaio years starting January 1, 2014,
with optional adoption in 2013. To account for #8844 adoption of these regulations, for the yedednJanuary 3, 2014, the Company
recorded an increase to current deferred tax iieds] with an offsetting increase to non-curreefiedred tax assets of $0.2 million .

COMMITMENTS AND CONTINGENCIES

Litigation —On December 21, 2012 , the Company and several otladfiliated parties were named as defendanésparsonal injury
and wrongful death action filed in the 113th Juali@istrict Court of Harris County, Texas. The cdaipt seeks damages alleging
marketing and product defects and failure to waegligence and gross negligence relating to a jtatie Company manufactured and
sold to a customer, one of the other named defesd@he Company's customer, in turn, incorporated@reatbatch product into its o
product which it sold to its customer, another ndmiefendant. This matter is currently scheduledrfalin 2014.

The Company is indemnified by its customer agaanstloss in this matter, including costs of defemggch obligation is supported by
its customer's product liability insurance coveragthe amount of $5 million . The Company also ite®wn product liability insurance
coverage, subject to a $10 million retention. TlhenPany has meritorious defenses and is vigorowsfgrdling the matter. In the event
of an adverse judgment, however, the Company doave liability to the extent of the amount of amyaad its customer is unable to
satisfy. To date, the Company has not recordedexve in connection with this matter since any pidéloss is not currently probable
and the range of loss is not reasonably estimallésatime.
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The Company is a party to various other legal astiarising in the normal course of business. Wth#eCompany does not expect that
the ultimate resolution of any of these pendingoastwill have a material effect on its consolightesults of operations, financial
position, or cash flows, litigation is subject tdhérent uncertainties. However, as litigation isjsct to inherent uncertainties, there can
be no assurance that any pending legal action hwthiz Company currently believes to be immatedagés not become material in the
future.

License agreements The Company is a party to various license agreesrfentechnology that is utilized in certain of jioducts. The
most significant of these agreements are the leefar basic technology used in the production eff tantalum capacitors, filtered
feedthroughs and MRI compatible lead systems. Esgmrelated to license agreements were $3.5 mjli@1 million and $2.8
million , for 2013, 2012 and 2011 , respectivalgd are included in Cost of Sales.

Product Warranties- The Company generally warrants that its prodwiitsneet customer specifications and will be ffe@n defects
in materials and workmanship. The change in prodactanty liability was comprised of the followirfgp thousands):

Year Ended
January 3, December 28,
2014 2012
Beginning balance $ 2,62¢ % 2,01t
Additions to warranty reserve 1,62¢ 1,681
Warranty claims paid (2,43)) (2,06¢)
Ending balance $ 1,81¢ $ 2,62¢

Operating Leases The Company is a party to various operating legseesments for buildings, machinery, equipment arftivare. The
Company primarily leases buildings, which accodiotshe majority of the future lease payments. lee@gpense includes the effect of
escalation clauses and leasehold improvement iivesnihich are accounted for ratably over the l¢as®. Operating lease expense
was as follows (in thousands):

Year Ended
January 3, December 28, December 30,
2014 2012 2011

Operating lease expense $ 437¢ % 4,02¢ % 2,704
Minimum future estimated annual operating leaseeagps are as follows (in thousands):

2014 $ 5,26¢

2015 4,64¢

2016 4,04z

2017 1,45z

2018 1,00:

Thereafter 93¢

Total estimated operating lease expense $ 17,34:

Self-Insured Medical Plan- The Company self-funds the medical insurance c@espaovided to its U.S. based employees. The
Company has specific stop loss coverage per assdoiaclaims incurred during the year exceeding3bthousand per associate with no
annual maximum aggregate stop loss coverage. 8amfary 3, 2014 and December 28, 2012 , the Contpadh$1.6 million and $1.4
million accrued related to the self-insurance sfitedical plan, respectively. This accrual is rdedrin Accrued Expenses in the
Consolidated Balance Sheet, and is primarily bageh claim history.

Purchase Commitments Contractual obligations for purchase of goodsawvices are defined as agreements that are eafidecand
legally binding on the Company and that specifysajhificant terms, including: fixed or minimum quaies to be purchased; fixed,
minimum or variable price provisions; and the apprate timing of the transaction. The Company’schase orders are normally basec
on its current manufacturing needs and are fulfig its vendors within short time horizons. Then@any enters into blanket orders
with vendors that have preferred pricing and tetmesyever these orders are normally cancelable lwitheut penalty. As of January 3,
2014 , the total contractual obligation relateduch expenditures is approximately $24.4 milliod aill primarily be financed by
existing cash and cash equivalents, cash gendratacbperations, or the Credit Facility. The Compaifso enters into contracts for
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outsourced services; however, the obligations utidee contracts were not significant and the estgrgenerally contain clauses
allowing for cancellation without significant petal

Foreign Currency Contracts- The Company has entered into forward contragsitohase Mexican pesos in order to hedge theofisk
peso-denominated payments associated with thetapesat its Tijuana, Mexico facility. The impactthe Company'’s results of
operations from these forward contracts was asvia@l(in thousands):

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Reduction in Cost of Sales $ (1,159 $ (79 $ (55€)

Ineffective portion of change in fair value — — —

Information regarding outstanding foreign currecontracts as of January 3, 2014 is as follows &i®lin thousands):

Aggregate
Type of Notional Start End Fair Balance Sheet
Instrument Hedge Amount Date Date $/Peso Value Location
Accrued
FX Contract Cash flown 7,70C Jani4 Dec14 0.0767 $ (143 Expenses
Accrued
FX Contract Cash flown 6,30( Jani4 Dec-14 0.075: 3 Expenses

$ (140

Workers’ Compensation Trust The Company was a member of a group self-insuransethat provided workers’ compensation
benefits to employees of the Company in Western Mevk (the “Trust”). Under the Trust agreement,teparticipating organization
has joint and several liability for Trust obligatmif the assets of the Trust are not sufficierddeer those obligations. During 2011, the
Company was notified by the Trust of its intentid@sease operations at the end of 2011 and wassest$0.6 million as an estimate of
its protata share of future costs related to the Truss amount was accrued and paid in 2011. Basedtoalaaxperience, the Compe
could receive a refund or be assessed additiomdtibations for workers’ compensation claims. Dgri2012 and 2013, the Company
utilized traditional insurance to provide workecempensation benefits.

EARNINGS (LOSS) PER SHARE

The following table illustrates the calculationBdisic and Diluted EPS (in thousands, except peesraounts):

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Numerator for basic EPS:
Net income (loss) $ 36,267 $ 4,799 $ 33,12:
Denominator for basic EPS:

Weighted average shares outstanding 23,99: 23,58¢ 23,25¢
Effect of dilutive securities:

Stock options, restricted stock and restrictedkstotts 1,33 — 37¢
Denominator for diluted EPS 25,32 23,58¢ 23,63t
Basic EPS $ 151 % (0.20) $ 1.42
Diluted EPS $ 14: $ (0.20) $ 1.4C

The diluted weighted average share calculationsadanclude the following securities, which are ddtitive to the EPS calculations or
the performance criteria have not been met:

Year Ended
January 3, December 28, December 30,
2014 2012 2011
Time-vested stock options, restricted stock anttioésd stock units 18,48( 2,142,001 909,00(
Performance-vested stock options and restrictezk stnits — 781,00( 649,00(
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For all periods presented, no shares related to @&M included in the diluted EPS calculationsh@saverage share price of the
Company’s common stock for those periods did noee® CSN’s conversion price per share.

ACCUMULATED OTHER COMPREHENSIVE INCOME
Accumulated Other Comprehensive Income is compiigéide following (in thousands):

Defined Foreign
Benefit Cash Currency Total
Plan Flow Translation Pre-Tax Net-of-Tax
Liability Hedges Adjustment Amount Tax Amount
At December 28, 2012 $ (962) $ 12C % 13,43. $ 12,58¢ $ 35¢ % 12,94
Unrealized gain on cash flow hedges — 58 — 58 (20 38
Realized gain on foreign currency
hedges — (1,159 — (1,159 404 (750
Realized loss on interest rate swap
hedges — 50¢ — 50¢ (178 33C
Net defined benefit plan liability
adjustments 29C — — 29C (18) 272
Foreign currency translation gain — — 1,521 1,521 — 1,521
At January 3, 2014 $ (672) $ (46¢) $ 1495. $ 13,81: % 54¢ $ 14,35¢

The realized (gain) loss relating to the Compaifgfeign currency and interest rate swap hedges reetassified from Accumulated
Other Comprehensive Income and included in CoStadés and Interest Expense, respectively, in tms@imated Statements of
Operations. See Note 10 “Defined Benefit Plans'details on the change in defined benefit planilligtadjustments.

FAIR VALUE MEASUREMENTS

Assets and Liabilities Measured at Fair Value orRecurring Basis

Fair value measurement standards apply to ceiit@ndial assets and liabilities that are measuréairavalue on a recurring basis (each
reporting period). For the Company, these finanesslets and liabilities include its derivative instents and accrued contingent
consideration. The Company does not have any namdial assets or liabilities that are measurediatflue on a recurring basis.

Foreign currency contractsThe fair value of foreign currency contracts det¢ermined through the use of cash flow modelstutitze
observable market data inputs to estimate fairezalinese observable market data inputs includégioexchange rate and credit spread
curves. In addition to the above, the Company weckfair value estimates from the foreign curreoogitract counterparty to verify the
reasonableness of the Company’s estimates. The &uorigforeign currency contracts are categorizeldewel 2 of the fair value
hierarchy. The fair value of the Company’s foreggmrency contracts will be realized as Cost of Sakethe inventory, which the
contracts are hedging the cash flows to producslds of which approximately $0.1 million is exped to be realized within the next
twelve months.

Interest rate swapThe fair value of the Company’s interest rate pwatstanding at January 3, 2044s determined through the use
cash flow model that utilizes observable markeadaputs. These observable market data inputsdedllBOR, swap rates, and credit
spread curves. In addition to the above, the Compereived a fair value estimate from the interatt swap counterparty to verify the
reasonableness of the Company’s estimate. Thisdhie calculation was categorized in Level 2 effidr value hierarchy.

Accrued contingent consideratietiThe fair value of accrued contingent consideratécorded by the Company represents the estimat
fair value of the contingent consideration the Campexpects to pay to the former shareholders afdexus based upon the
achievement of certain financial and developmesebdanilestones. The fair value of the contingensaeration liability was estimated
by discounting to present value, the probabilityghted contingent payments expected to be madeCbnepany used risk-adjusted
discount rates to derive the fair value of the expe obligations as of the acquisition date, whighCompany believes are
representative of market participant assumptiohs. faximum amount of future contingent considenatimdiscounted) that the
Company could be required to pay is $2.0 million .
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The Company’s accrued contingent consideratioatisgorized in Level 3 of the fair value hierarcBjanges in accrued contingent

consideration were as follows (in thousands):

At December 30, 2011 $ —
Contingent consideration liability acquired 1,50(C
Fair value adjustments 30
At December 28, 2012 1,53(
Fair value adjustments (690)
At January 3, 2014 $ 84C

The recurring Level 3 fair value measurements ef@lompany’s contingent consideration liability unaé the following significant

unobservable inputs (dollars in thousands):

Fair Value at
January 3, Valuation
Contingent Consideration Liability 2014 Technique Unobservable Inputs
Discounted cas
Financial milestones $ 20C flow Discount rate 12%
Projected year of payment 201«
Probability weighted payment
amount 20C
Discounted cas
Development milestones $ 64C flow Discount rate 2%
Projected year of payment 201¢
Probability weighted payment
amount $ 1,00(

The following tables provide information regardiagsets

and liabilities recorded at fair value oecarring basis (in thousands):

Fair Value Measurements Using

Quoted
Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
At January 3, Assets Inputs Inputs
Description 2014 (Level 1) (Level 2) (Level 3)
Liabilities
Foreign currency contracts (Note 15) $ 14C % — 8 14C $ —
Accrued contingent consideration 84C — — 84C
Interest rate swap (Note 9) 32¢ — 32¢ —
Fair Value Measurements Using
Quoted
Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
At December 28, Assets Inputs Inputs

Description 2012 (Level 1) (Level 2) (Level 3)
Assets
Foreign currency contracts $ 757 % — 8 757 % —
Liabilities
Accrued contingent consideration $ 153C $ — — 1,53(
Interest rate swap 63€ — 63¢ —

-90 -




GREATBATCH, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Assets and Liabilities Measured at Fair Value onfNinrecurring Basis

Fair value standards also apply to certain assetdiabilities that are measured at fair value aroarecurring basis. A summary of the
valuation methodologies for assets and liabilittesasured on a nonrecurring basis is as follows:

Cost and equity method investmentd he Company holds investments in equity and adkeurities that are accounted for as either co
or equity method investments, which are classifis®ther Assets. The total carrying value of thesestments is reviewed quarterly
changes in circumstance or the occurrence of eveatsuggest the Company’s investment may notbeverable. The fair value of
cost or equity method investments is not adjudtdtere are no identified events or changes irucirstances that may have a material
effect on the fair value of the investments. Gaind losses realized on cost and equity method timesgs are recorded in Other
Expense, Net, unless separately stated. The adgnegarded amount of cost and equity method invessts at January 3, 2014 and
December 28, 2012 was $12.3 million and $9.1 nmillioespectively.

During 2013, 2012 and 2011 , the Company recodrirppairment charges related to its cost and eanéthod investments of $0.5
million , $0.1 million and $0.3 million , respectly. The fair value of these investments was deterthby reference to recent sales dat:
of similar shares to independent parties in antimaenarket. This fair value calculation was catéggd in Level 2 of the fair value
hierarchy. On January 5, 2011, the Company solcbgs method investment in IntElect Medical, IritntElect”) in conjunction with
Boston Scientific’s acquisition of IntElect. Thimhsaction resulted in a pre-tax gain of $4.5 millin 2011 and an additional $0.4
million during 2012. Cost and equity method investinimpairment charges, gains and losses are iedliudLoss (Gain) on Cost and
Equity Method Investments, Net in the Consolidaé¢atements of Operations.

Longlived assets- The Company reviews the carrying amount of itgiived assets to be held and used for potemtiphirment
whenever certain indicators are present as destchibsote 1 “Summary of Significant Accounting Ridis.” In connection with the sale
of certain orthopaedic and wireless sensing prolitues, during 2012, the Company transferred longd assets to held for sale. In
connection with these transfers, the Company rézedrimpairment charges during 2013 and 2012. RefBiote 5 “Assets Held for
Sale” for further discussion. The fair value ofdh@sset groups were determined based upon tisepsiie or offers for the long-lived
assets and was categorized in Level 2 of the #irevhierarchy. During 2013, the Company wrotetsffPR&D assets as these projects
were discontinued prior to reaching technologiealsibility. See Note 7 “Intangible Assets.”

The following table provides information regardiagsets and liabilities recorded at fair value oiw@recurring basis. There were no
such assets or liabilities as of January 3, 2014h@usands):

Fair Value Measurements Using

Quoted
Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
At December 28, Assets Inputs Inputs

Description 2012 (Level 1) (Level 2) (Level 3)
Assets
Assets Held for Sale—Swiss orthopaedic disposaigro
(Note 5) $ 4,49¢ $ — 3 4,49¢ $ _
Cost method investment 86 — 86 —

Fair Value of Other Financial Instruments

Pension plan assetsThe fair value of the Company’s pension plan &sdisclosed in Note 10 “Defined Benefit Plans” de¢ermined
based upon quoted market prices in inactive maketsluation models with observable market dapais to estimate fair value. These
observable market data inputs include benchmatkisjieeported trades, broker/dealer quotes, issueads, benchmark securities, bids
offers and reference data. The Company’s pensim gésets are categorized in Level 1 or LeveltBeofair value hierarchy.
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BUSINESS SEGMENT, GEOGRAPHIC AND CONCENTRATION RISK INFORMATION

In connection with the realignment of the Compawysrating structure in 2013 to optimize profitapfewth, which included changing
the Company's management and reporting structieeCdmpany reevaluated its operating and reposgggnents. Beginning in the
fourth quarter of 2013, the Company determined itHzds two reportable segments: Greatbatch MedicdlQiG. As required, the
Company reclassified certain prior year amountottform them to the current year presentationpuiticly goodwill, segment operating
income (loss), segment depreciation and amortizaiegment assets and sales categorizations.

Greatbatch Medical designs and manufactures medissaétes and components where Greatbatch eithes tvenintellectual property or
has unique manufacturing and assembly expertisénahdies the financial results of the former Inm&ble Medical and Electrochem
segments, excluding QiG. Greatbatch Medical pravidedical devices and components to the followiagkets:

 Cardiac/Neuromodulation: Products include batteries, capacitors, filteredl anfiltered feed-throughs, engineered components,
implantable stimulation leads, and enclosures usa@dplantable medical devices.

« Orthopaedics: Products include hip and shoulder joint reconstoncimplants, bone plates and spinal devices, astiments and
delivery systems used in hip and knee replacenranina fixation, and spinal surgeries.

» Portable Medical: Products include life-saving and life-enhancingleapions comprising automated external defibridlat portable
oxygen concentrators, ventilators, and poweredicairtpols.

» Vascular: Products include introducers, medical coating&ratede sheaths, and catheters that deliver therégievarious markets
such as coronary and neurovascular disease, paipfescular disease, interventional radiology cuéar access, atrial fibrillation, a
interventional cardiology, plus products for medlioaaging and pharmaceutical delivery.

» Energy: Products include primary and rechargeable battendsbattery packs for demanding applications ssotiown hole drilling
tools.

Greatbatch Medical also offers value-added asseatlydesign engineering services for medical dewicat utilize its component
products.

QIG focuses on developing medical device systemsdme of healthcare’s most pressing challengeseftatts Greatbatch’s strategic
evolution of its product offerings in order to mithe growth and profitability profile of the Commpa QiG utilizes a disciplined and
diversified portfolio approach with three investrherodes: new medical device systems commerciadizatiollaborative programs with
OEM customers, and strategic equity positionsantatp companies. The development of certain nedicaédevice systems are
facilitated through the establishment of limiteabiility corporations (“LLC").These LLCs do not own, but have the exclusive rightse
the technology of Greatbatch Medical in certairecifically designed fields of use and have an estckimanufacturing agreement with
Greatbatch Medical. QIG currently owns 89% - 100f0heee LLCs. The minority interest of these LLCasagranted to key opinion
leaders, clinicians and strategic partners at ar tie time the LLC was established. Under the laigieement, QIG is liable for 10086
the expenses incurred by the LLC. However, no ire@rdistributed to the minority holders of the Lu@til QiG is reimbursed for all
expenses paid. Once QiG has been fully reimbuedkfliture net income is distributed based upornrdspective LLCs ownership
percentages. One of the LLCs established by QfGrithe Company's spinal cord stimulator to tréabaic intractable pain of the trunk
and/or limbs. This product was submitted for Fond Brug Administration (“FDA”) and CE Mark approvadar the end of 2013.
Another medical device system being developed Iy ®ian implantable loop recorder for cardiac atrhya diagnostics.

Current QiG revenue includes sales of neural iatertechnology, components and systems to the sedence and clinical markets.
Future income of QiG is expected to come from wagisources including investment gains from thessafid.LC ownership interests,
technology licensing fees, royalty revenue, antliersales of medical device systems to OEM custemer

Historical results reflecting the new business semsfor previously reported periods are shownwehn analysis and reconciliation
the Company’s business segment, product line aadrgphic information to the respective informatinrthe Consolidated Financial
Statements follows. Sales by geographic area asepted by allocating sales from external custolvesed on where the products are
shipped to (in thousands):
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Sales:

Greatbatch Medical
Cardiac/Neuromodulation
Orthopaedics
Portable Medical
Vascular
Energy
Other

Total Greatbatch Medicall

QiG

Total sales

Segment income (loss) from operations:
Greatbatch Medical
QiG
Total segment income from operations
Unallocated operating expenses
Operating income as reported
Unallocated other expense

Income before provision for income taxes as replorte

Depreciation and Amortization:
Greatbatch Medical

QiG

Total depreciation and amortization included inrsegt income from

operations
Unallocated depreciation and amortization

Total depreciation and amortization

Expenditures for tangible long-lived assets, exicigédcquisitions:

Greatbatch Medical

QIG
Total reportable segments
Unallocated long-lived tangible assets

Total expenditures

Year Ended
January 3, December 28, December 30,
2014 2012 2011
$ 32541 $ 306,66¢ 303,69(
130,24 122,06: 140,27
78,74 81,65¢ 9,60¢
48,35 51,98( 45,09¢
52,48¢ 54,06¢ 48,10(
25,65t 27,28 22,04¢
660,90: 643,72. 568,82.
3,04: 2,45t —
$ 663,94! $ 646,17 568,82.
Year Ended
January 3, December 28, December 30,
2014 2012 2011
$ 111,80F $ 79,09! $ 104,70:
(30,489 (32,55/) (27,27)
81,32: 46,53¢ 77,42¢
(19,982 (20,719 (15,727
61,33¢ 25,82: 61,69¢
(12,50)) (19,09)) (13,30
$ 48,83¢ $ 6,73( $ 48,39:
Year Ended
January 3, December 28, December 30,
2014 2012 2011
$ 31,11 % 39,82( % 31,24%
1,53¢ 63C 28¢
32,65: 40,45( 31,53¢
9,681 18,47¢ 16,15¢
$ 42,33: $ 58,92t $ 47,69t
Year Ended
January 3, December 28, December 30,
2014 2012 2011
$ 13,24: $ 33,24¢ % 22,69:
2,13¢ 3,20¢ 88¢
15,37¢ 36,45} 23,58
2,79¢ 4,70¢ 741
$ 18,17: $ 41,16¢ $ 24,32:
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Identifiable assets:
Greatbatch Medical
QIG

Total reportable segments

Unallocated assets

Total assets

Sales by geographic area:
United States
Non-Domestic locations:
Puerto Rico
Belgium
United Kingdom & Ireland
Rest of world

Total sales

Long-lived tangible assets:
United States
Rest of world

Total

At
January 3, December 28, December 30,
2014 2012 2011
$ 758,36¢ $ 779,89 $ 766,12!
56,24¢ 57,75( 49,40"
814,61 837,64( 815,53:
76,08¢ 52,23t 65,81¢
$ 890,70 $ 889,87! $ 881,34
Year Ended
January 3, December 28, December 30,
2014 2012 2011
$ 325,09( $ 330,53 % 256,98°
117,96: 105,73: 94,05¢
67,15¢ 58,04 62,97¢
39,97: 43,93¢ 54,02¢
113,76 107,92¢ 100,76¢
$ 663,94! % 646,17 $ 568,82:
At
January 3, December 28, December 30,
2014 2012 2011
$ 116,48: $ 123,10 $ 113,69:
29,28¢ 27,78¢ 32,11
$ 145,770 $ 150,89. $ 145,80t

A significant portion of the Company’s sales andamts receivable were to three customers as fellow

Customer A
Customer B
Customer C

Sales Accounts Receivable
Year Ended At
January 3, December 28, December 30, January 3, December 28,

2012 2011 2014 2012
2% 19% 1S% 8% 7%
1€% 16% 1% 19% 21%
13% 11% 13% 8% 6%
49% 46% 51% 35% 34%
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20. QUARTERLY SALES AND EARNINGS DATA—UNAUDITED

4th Qtr. 3rd Qtr. 2nd Qtr. 1st Qtr.
(in thousands, except per share data)

2013

Sales $ 176,61¢ $ 167,73( $ 171,33 $ 148,26!
Gross profit 57,38t 55,87 57,30: 48,74¢
Net income 9,781 11,07 9,752 5,66:
EPS—basic 0.4C 0.4¢ 0.41 0.2¢
EPS—diluted 0.3¢ 0.4 0.3¢ 0.2t
2012

Sales $ 159,18t $ 161,34 $ 166,54{ $ 159,10:
Gross profit 51,87« 50,95¢ 51,93 46,88¢
Net income (loss) (5,55€) (7,56)) 3,851 4,46
EPS—basic (0.29) (0.32) 0.1€ 0.1¢
EPS—diluted (0.29) (0.32) 0.1€ 0.1¢

Net income in the third and fourth quarters of 20&% impacted by charges incurred in connectioh thi¢ consolidation of the
Company’s Swiss orthopaedic facilities. See NotéQtBer Operating Expenses, Net.”

Fourth quarter results for 2013 includes an additioveek of operations in comparison to the sameg®ef 2012 as the Company
utilizes a fifty-two, fifty-three week fiscal yeamhich ends on the Friday nearest December 318toAdh this additional week of
operations may have impacted certain financiaéstant line items, management believes that, wherboeed with the additional
holiday and weather related shutdowns, this addifioveek did not materially impact our net opemtiesults.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND
FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Management's Report on Internal Control Over FinalriReporting appears in Part Il, Item 8, “Finah&gatements and Supplementary Data”
of this report and is incorporated into this Itef 8y reference.

a.Evaluation of Disclosure Controls and Procedures

Our management, including the principal executiffieer and principal financial officer, evaluatedradisclosure controls and procedures (as
defined in Rules 13a-15(e) and 15d-15(e) undeBgwurities Exchange Act of 1934) related to thendiag, processing, summarization and
reporting of information in our reports that wesfibith the Securities and Exchange Commission damdiary 3, 2014. These disclosure
controls and procedures have been designed toderogasonable assurance that material informagiatimg to us, including our subsidiaries,
is made known to our management, including thefieen$, by our employees, and that this informatfrecorded, processed, summarized,
evaluated and reported, as applicable, withinithe periods specified in the Securities and Exceabgmmission’s rules and forms. Based or
their evaluation, as of January 3, 2014, our ppalcexecutive officer and principal financial offichave concluded that our disclosure control
and procedures are effective.

b.Changes in Internal Control Over Financial Repartin

There have been no changes in the registrant'maiteontrol over financial reporting that occurating our last fiscal quarter to which this
Annual Report on Form 10-K relates that have mallgraffected, or are reasonably likely to matdyialffect, internal control over financial
reporting.

-905-




ITEM 9B. OTHER INFORMATION

None.
PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

Information regarding the Company’s directors apipgaunder the caption “Election of Directors” imet Company’s Proxy Statement for
its 2014 Annual Meeting of Stockholders is incogied herein by reference.

Information regarding the Company’s executive @&ficis presented under the caption “Executive &ffiof the Company” in Part | of
this Annual Report on Form 10-K.

The other information required by Item 10 is inamgted by reference from the Company’s Proxy Staterfor its 2014 Annual Meeting
of Stockholders.

ITEM11. EXECUTIVE COMPENSATION

Information regarding executive compensation inGoepany’s Proxy Statement for the 2014 Annual legedf Stockholders is
incorporated herein by reference.

ITEM12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

Information regarding security ownership of certa@éneficial owners and management and related lsbdadr matters, including the tal
titted “Equity Compensation Plan Information,” imet Company’s Proxy Statement for the 2014 Annuadtig of Stockholders is
incorporated herein by reference.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
ITEM 13. INDEPENDENCE

Information regarding certain relationships anated transactions, and director independence i€timepany’s Proxy Statement for the
2014 Annual Meeting of Stockholders is incorporatecein by reference.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Information regarding the fees paid to and serviiresided by Deloitte & Touche LLP, the Companyigépendent registered public
accounting firm, in the Company’s Proxy Statementlie 2014 Annual Meeting of Stockholders is ipavated herein by reference.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
(&) LIST OF DOCUMENTS FILED AS PART OF THIS REPORT

1. Financial statements and financial statemdmdales filed as part of this Annual Report on F&O¥K. See Part Il, Item 8.
“Financial Statements and Supplementary Data.”

2. The following financial statement scheduleniduded in this report on Form X0{in thousands

Schedule Il—Valuation and Qualifying Accounts

Col. C—Additions

Col.B Charged to Col. E

Balance at Charged to Other Col.D Balance at
Col. A Beginning Costs & Accounts- Deductions End of
Description of Period Expenses Describe - Describe Period
January 3, 2014
Allowance for doubtful accounts $ 237 % (93 $ as @ $ (263) @ $ 2,001
Valuation allowance for deferred income tax asskts 12,76¢ $ (1,269 @  $ 32 @ $ 124 @ $ 11,66
December 28, 2012
Allowance for doubtful accounts $ 1,93 $ 484 $ 71 @@ § (113 @ $ 2,37
Valuation allowance for deferred income tax ass$ 7,778 $ 514t @  § 124 @ $ (27¢) © $ 12,76¢
December 30, 2011
Allowance for doubtful accounts $ 1,83 $ 28¢ $ 17¢ 0@ ¢ (35¢) @ $ 1,93(
Valuation allowance for deferred income tax asskts 6,48: $ 702 @ % 591 @@ $ — $ 7,77F

@ Valuation allowance recorded in the provision fitzdme taxes for certain net operating losses andrélits. The net increase in
allowance in 2013 primarily relates to net opegtimsses incurred by our Switzerland operations.

@ Accounts written off, net of collections on accaurgceivable previously written ¢

©® Balances recorded as a part of our 2012 acquisifitcveuroNexus Technologies, Inc. and 2011 acdoisibf Micro Power Electronics,
Inc.

@ Includes foreign currency translation effi
®  Primarily relates to return to provision adjustnseiutr prior year:

Schedules not listed above have been omitted bet¢hasnformation required to be set forth thersinot applicable or is shown in the
financial statements or notes thereto.

(3) Exhibits required by Item 601 of RegulatioiKSThe exhibits listed on the Exhibit Index of tiisnual Report on Form 10-K have been
previously filed, are filed herewith or are incorgted herein by reference to other filings.
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SIGNATURES

Pursuant to the requirements of Sections 13 or) kH(the Securities Exchange Act of 1934, the itegiig has duly caused this report to be
signed on its behalf by the undersigned, theredatyp authorized.

Dated:March 4, 2014 By /s/ Thomas J. Hook
Thomas J. Hook (Principal Executive Officer)
President & Chief Executive Officer

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of 1
registrant and in the capacities and on the dalieated.

Signature Title Date
President & Chief Executive March 4, 201
Officer & Director

/sl Thomas J. Hook (Principal Executive Officer)

Thomas J. Hook

Executive Vice President & Chief Financial Offi¢@rincipal March 4, 201:
/sl Michael Dinkins Financial Officer)
Michael Dinkins
/sl Thomas J. Mazza Vice President and Corporate Controller (Principatounting Officer, March 4, 201:
Thomas J. Mazza
/s/ Bill R. Sanford Chairman March 4, 201-
Bill R. Sanford
/sl Pamela G. Bailey Director March 4, 201:
Pamela G. Bailey
/s/ Anthony P. Bihl IlI Director March 4, 201:
Anthony P. Bihl 1l
/sl Joseph W. Dziedzic Director March 4, 201:
Joseph W. Dziedzic
/s/ Rudy A. Mazzocchi Director March 4, 201:
Rudy A. Mazzocchi
/sl Kevin C. Melia Director March 4, 201:
Kevin C. Melia
/sl Dr. Joseph A. Miller, Jr. Director March 4, 201:
Dr. Joseph A. Miller, Jr.
/sl Peter H. Soderberg Director March 4, 201:
Peter H. Soderberg
/s/ William B. Summers, Jr. Director March 4, 201:

William B. Summers, Jr.
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EXHIBIT

NUMBER

3.1

3.2

10.1#

10.2%#

10.3#

10.4#

10.5

10.6+

10.7#

10.8#

10.9

10.10#

10.11#

10.12#

10.13#

10.14*#

EXHIBIT INDEX

DESCRIPTION

Amended and Restated Certificate of Incorporatsamended (incorporated by reference to Exhibit@our quarterly
report on Form 10-Q for the period ended June Q@8

Amended and Restated Bylaws (incorporated by reteréo Exhibit 3.2 to our annual report on FormKLidr the period
ended January 1, 2010).

1998 Stock Option Plan (including form of “standapgtion agreement, form of “special” option agremsrand form of
“non-standard” option agreement) (incorporateddfgnence to Exhibit 10.2 to our Registration Staeton Form S-1
(File No. 333-37554)).

Amendment to Greatbatch, Inc. 1998 Stock Optiom Pla

Non-Employee Director Stock Incentive Plan (incogied by reference to Exhibit A to our DefinitiveoRy Statement on
Schedule 14-A filed on April 22, 2002).

Greatbatch, Inc. Executive Short Term Incentive @ensation Plan (incorporated by reference to Exilto our
Definitive Proxy Statement on Schedule 14-A filedApril 20, 2012).

License Agreement dated August 8, 1996, betweent@aich Ltd. and Evans Capacitor Company (incotpdrhy
reference to Exhibit 10.23 to our Registration &tant on Form S-1 (File No. 333-37554)).

Amendment No. 2 dated December 6, 2002, betweeatkateh Technologies, Ltd. and Evans Capacitor Goyp
(incorporated by reference to Exhibit 10.18 to Annual Report on Form 10-K for the year ended Jan8a2003).

Form of Change of Control Agreement between Gréelthdénc. and its executive officers (Thomas J. kKjddauricio
Arellano, Michelle Graham and Timothy G. McEvoy)dorporated by reference to Exhibit 10.1 to ourrtprly report on
Form 10-Q for the period ended July 1, 2011).

Form of Change of Control Agreement between Gréelthanc. and its executive officers (Michael Dingj Andrew P.
Holman, and George M. Cintra) (incorporated bynexfiee to Exhibit 10.8 to our Annual Report on FA®@rK for the year
ended December 28, 2012).

Second Amended and Restated Credit Agreement Sagetmber 20, 2013 by and among Greatbatch Lalletiders
party thereto and Manufacturers and Traders Trostgany, as administrative agent, Bank of Americ#y.Nas
syndication agent and RBS Citizens, N.A. and Wedlggo Bank, National Association, as co-documenragigents
(incorporated by reference to Exhibit 10.1 to our@nt Report on Form 8-K filed on September 23,30

Employment Agreement dated August 5, 2013 betweaeatBatch, Inc. and Thomas J. Hook (incorporaterefarence to
Exhibit 10.1 to our Current Report on Form 8-K dilen August 9, 2013).

2005 Stock Incentive Plan (incorporated by refeeeiocExhibit B to our Definitive Proxy Statement 8ohedule 14-A
filed on April 20, 2007).

2009 Stock Incentive Plan (incorporated by refeeeiocExhibit A to our Definitive Proxy Statement Snhedule 14-A
filed on April 13, 2009).

2011 Stock Incentive Plan (as amended Decembd¥1a)Zincorporated by reference to Exhibit 10.12to0 Annual
Report on Form 10-K for the year ended DecembeG01).

Amendment to Greatbatch, Inc. 2011 Stock Incer®i\am, Greatbatch, Inc. 2009 Stock Incentive Plaeatbatch, Inc.
2005 Stock Incentive Plan
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EXHIBIT
NUMBER

10.15%#

10.16*#

10.17*#

10.18*#

12.1*

21.1*

23.1*

31.1*

31.2*

32.1**

101.INS

101.SCH

101.CAL

101.LAB

101.PRE

101.DEF

DESCRIPTION
Form of Restricted Stock Award Letter
Form of Performance-Based Restricted Stock Unitarwetter
Form of Nonqualified Option Award Letter
Form of Time-Based Restricted Stock Units Awardi¢et
Ratio of Earnings to Fixed Charges (Unaudited)
Subsidiaries of Greatbatch, Inc.

Consent of Independent Registered Public Accouriing

Certification of Chief Executive Officer pursuantRule 13a-14(a) of the Securities Exchange Act.
Certification of Chief Financial Officer pursuantRule 13a-14(a) of the Securities Exchange Act.

Certification of Chief Executive Officer and Chieinancial Officer pursuant to 18 U.S.C. Section@.3S adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002.

XBRL Instance Document

XRBL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Docune
XBRL Taxonomy Extension Labels Linkbase Document
XBRL Taxonomy Extension Presentation Linkbase Doenim

XBRL Taxonomy Extension Definition Linkbase Docurhen

Portions of those exhibits marked “+” have beenttadiand filed separately with the Securities ardhange Commission pursuant to a
request for confidential treatment.

* - Filed herewith.

o Furnished herewith.

#- Indicates exhibits that are management cotsti@ccompensation plans or arrangements requirbd filed pursuant to Item 14(c) of
Form 10-K.
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EXHIBIT 10.2

AMENDMENT
TO
GREATBATCH, INC. 1998 STOCK OPTION PLAN

This Amendment (“Amendment”) to the Greatbatch, t298 Stock Option Plan (the “Plan”) is made dffecAugust 5,
2013, by action of the Compensation Committee @Bbard of Directors of Greatbatch, Inc. (the “Camg’).

WHEREAS, the Committee has determined that this Wdneent is in the best interests of Plan participand the
Company;

THEREFORE, the Committee hereby amends the Pléollaw/s:
1. Notwithstanding anything to the contrary in therPtet any award agreement delivered under the

(@) upon an Optionholder’s termination of emphant with the Company by reason of death, disgkgis
defined in the Plan) or Retirement (as definedwgtbe right to exercise all outstanding Optionklh®y such
Optionholder shall automatically accelerate andaierexercisable for the period of exercisabilitgafied in the
Plan (as amended hereby);

(b) the period of time after the date of ternim@of employment by reason of the Optionholdersability (as
defined in the Plan) that such Optionholder shallehthe right to exercise Options granted undePthr is at any
time up to twelve (12) months after such termirratd employment; and

(c) the period of time after the date of termnimaof employment by reason of the Optionhold&&irement
that such Optionholder shall have the right to eiserOptions granted under the Plan is at any tipt® thirtysix
(36) months after such termination of employment. purposes of this Amendment, “Retirement” means a
Optionholder’s voluntary termination of employmeicturring on or after such time as such Optionhahdes
attained 59.5 years of age with a combination efagd length of Company service equal to or exoeetd.5
years.

2.  All Options granted under the Plan and anyeshacquired on exercise thereof (or cash proceeds/ed on sale of
such shares) shall be subject to any applicablebelek, recoupment or similar policy, and any shatention or
minimum holding guidelines or requirements, implatee by the Company or required by applicable Esvn effect
from time to time.

3.  All capitalized terms used but not definedhis tAmendment but defined in the Plan shall hagentieanings given
them therein.

4. Except to the extent amended hereby, the tandsonditions of the Plan and each award agreetiedimered under
the Plan remain in full force and effect, includimgthout limitation, the condition that an Optishall not be
exercisable after the expiration of ten (10) ydans the date such Option is granted.



EXHIBIT 10.14

AMENDMENT
TO
GREATBATCH, INC. 2011 STOCK INCENTIVE PLAN
GREATBATCH, INC. 2009 STOCK INCENTIVE PLAN
GREATBATCH, INC. 2005 STOCK INCENTIVE PLAN

This Amendment (“Amendment”) to the Greatbatch, R@11 Stock Incentive Plan, the Greatbatch, 10092Stock
Incentive Plan, and the Greatbatch, Inc. 2005 Slhiockntive Plan (collectively, the “Plans”) is magféective August 5,
2013, by action of the Compensation Committee efBbard of Directors of Greatbatch, Inc. (the “Camy’).

WHEREAS, the Committee has determined that this Wdneent is in the best interests of participanthePlans and the

Company;

THEREFORE, the Committee hereby amends the Plafudlaws:

1. Notwithstanding anything to the contrary in therBlar in any award agreement delivered under thes

(@)

(b)

(€)

in the event that the employment of a Parmicipwith the Company shall terminate by reasoreatthl, disability
or Retirement (as defined below), all outstandmgehtive Awards granted to such Participant that e
become exercisable based on the passage of tithdasbame fully and immediately vested and exeldisa

in the event that the employment of a Pardiotpwith the Company shall terminate by reasoneatthl or
disability, all outstanding Incentive Awards helgduch Participant that vest or become exercidadded on
attainment of Performance Goals (“Performance-Baseards”) shall become immediately vested and
exercisable at the target level applicable to $2etiormance-Based Awards; and

in the event that the employment of a Parictpwith the Company shall terminate by reasoneifrBment, a
portion of the outstanding Performance-Based Awheld by such Participant that are not vested eraisable
at the time of such termination of employment (tRm-Rata Performance Portion”) shall not expirder
forfeited but shall remain outstanding and shatitcwe to be eligible for vesting and exercisapibised on
attainment of the Performance Goals applicableith $erformance-Based Awards. The Pro-Rata Perfaena
Portion is determined for each outstanding PerfagsaeBased Award by multiplying the number of opsion
shares, rights or units constituting such Awardbgaction, the numerator of which is the numbeifutifand
partial calendar months that have elapsed sinckagimning of the performance period attributablsuch
Award through the date of termination of employmamd the denominator of which is the total number o
calendar months in such performance period. Fgrquaas of this Amendment, “Retirement” means a
Participant’s voluntary termination of employmegtorring on or after such time as such Participast
attained 59.5 years of age with a combination efagd length of Company service equal to or exoeetd.5
years.




(d) inthe event the employment of a Participaitih he Company shall terminate by reason of Retiet, all
outstanding Incentive Awards granted to such Hpéit, to the extent that they were exercisabtbatime of
such termination (including by reason of acceleratesting pursuant to this Amendment), shall remain
exercisable until the earlier of the third anniaysof such termination or the expiration of itatte

With respect to Incentive Awards under the Plawade on or after January 3, 2014, in the evanthie employment
of a Participant with the Company shall terminatedmason of a termination by the Company withoutseathe Pro-
Rata Performance Portion of such Participant’'sdPerénce-Based Awards that were awarded more thaeuyear
prior to the date of termination shall not expiréoe forfeited upon such termination but shall rentautstanding and
shall continue to be eligible for vesting and/oerxsability based on attainment of the Performa®aoals applicable
to such Performance-Based Awards.

All Incentive Awards made under the Plans amgdshares acquired on exercise or vesting thecgafash proceeds
received on sale of such shares) shall be sulgjestyt applicable clawback, recoupment or simildicgpand any
share retention or minimum holding guidelines guieements, implemented by the Company or requised
applicable law, as in effect from time to time.

All capitalized terms used but not definedhis tAmendment but defined in the Plans shall hheenteanings given
them therein.

Except to the extent amended hereby, the tandsonditions of the Plans and each award agraatabvered under
the Plans remain in full force and effect, inclugliwithout limitation, any condition providing thah Incentive Awar
shall not be exercisable after the expiration ©ferm.



EXHIBIT 10.15
GREATBATCH, INC.

GRANT OF RESTRICTED STOCK

The Board of Directors of Greatbatch, Inc. (the figany”) has authorized and approved the Greatbhtch2011 Stock
Incentive Plan (the “Plan”), which has been suleditb and approved by the stockholders of the Compghe Plan provides for
the grant of restricted stock to certain employaes-employee consultants and service providersxaneemployee directors of
the Company and any parent and subsidiary corpmitf the Company. Pursuant to the Plan, the Baofabdrectors of the
Company has approved the grant to you of shar€owfmon Stock, par value $.001 per share, of thegaom (the “Shares”) on
the terms and subject to the conditions set fortihé Plan, this agreement (the “Award Agreemeatiy the Directors
Compensation Policy. The Plan shall be deemedtahpeof as if fully set forth herein and a copytted Plan is available from tl
Morgan Stanley Smith Barney website [www.benefitesccom] or may be obtained by request address€wtporate Secretary,
Greatbatch, Inc., 10000 Wehrle Drive, Clarence,IM¥31. Unless the context otherwise requireseath$ defined in the Plan

shall have the same meanings when used herein.

1. Grant of Restricted Stock. The Company, as a matter of compensation for gervices, hereby grants to you

all rights, title and interest in the record andéficial ownership in the number of Shares as efgitant date indicated in the
Award Summary available from the Morgan Stanleyt8mBarney website.

2. Shares Held in EscrowUnless and until the Shares have vested in the enaa forth in paragraphs 3 or 4, such

Shares will be issued in your name and may noblik sansferred or otherwise disposed of, and naybe pledged or otherwise
hypothecated. The Company will instruct the tranafgent for its Shares to place a legend on thdicates representing restrict
stock or otherwise note its records as the restnston transfer set forth in this Award Agreememd the Plan. The certificate or
certificates representing such Shares will notddevered to you unless and until the Shares hastedeand all other terms and

conditions in this Agreement have been satisfied.

3. Vesting of Restricted StockSubject to the other provisions and limitationshef Plan, the Shares shall become

vested Shares on the dates and in the amountrteirf the Award Summary.
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4. Termination of Service; Change in Control.Voluntary or involuntary termination of your sereias a Director or

occurrence of a Change in Control, shall affectry@hts under this Grant as follows:

a. Voluntary or Involuntary Termination. If, @hthan as specified below, you voluntarily ternemgour service
as a Director or if your service as a Directoeisrtinated involuntarily, then you shall forfeit thight to receive all Shares

that have not previously vested pursuant to papdgBda

b. Change in Control. If a Change in Controllisbecur, then immediately all nonvested Sharedl $hidy vest,
all restrictions (other than those described irageaph 11) applicable to such Shares shall tereewad Company shall

release from escrow and shall issue and deliveotica certificate or certificates for all Shares.

5. Forfeiture of Restricted Stock.Notwithstanding any contrary provision of this Agneent, the balance of the Share:

that have not vested pursuant to paragraphs 3wt Be forfeited and automatically transferredatod reacquired by the Company
at no cost to the Company upon the date that yenwices as a Director of the Company terminatesufigrreason. You hereby
appoint the Secretary of the Corporation with fidiver of substitution, as your true and lawful at&y-in-fact with irrevocable
power and authority in the name and on behalf oftpotake any action and execute all documentsrestiiments, including,
without limitation, stock powers which may be nesay to transfer the certificate or certificateglemcing such unvested Shares

to the Company.

6. Non-Transferability of Restricted Stock. Prior to vesting, the Shares may not be assigneasferred, pledged or

hypothecated in any way (whether by operation wfda otherwise) and shall not be subject to exeoytattachment or similar
proceeding. Any attempted assignment, transfedgelehypothecation or other disposition of the 88aand the levy of any

attachment or similar proceeding upon the Shahed Ise null and void and without effect.

7. Rights as StockholderNeither you nor any person claiming under or thioygu will have any of the rights or

privileges of a stockholder of the Company in resjpé any Shares deliverable hereunder unless atilccartificates representing
such Shares will have been issued, recorded oretloeds of the Company or its transfer agentsgistiers, and delivered to you.
After such issuance, recordation and delivery, wdlhave all the rights of a stockholder of therfmany with respect to voting

such Shares and receipt of dividends and distdhat{if any) on such Shares.
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8. Legends.If the Company, in its sole discretion, shall detigye that it is necessary, to comply with applieabl
securities laws, the certificate or certificatgsresenting the Shares received pursuant to thet @nall bear an appropriate legend
in form and substance, as determined by the Comggwvipg notice of applicable restriction on thartsfer under or in respect of
such laws. Further, you herby acknowledge thaCiimpany may endorse a legend upon the certificatierecing the Shares as

the Company, in its sole discretion, determindsatmecessary and appropriate to implement the tefthe Plan.

9. Investment Intent. You hereby covenant and agree with the Companyifttisre does not exist a registration

statement on an appropriate form under the Seesiitct of 1933, as amended (the “Act”), which regison statement shall be
effective and shall include a prospectus whichuisent with respect to the Shares (i) that you keifiresent that you are receiving
the Shares for your own account and not with a \t@the resale or distribution thereof and (ii)ttaay subsequent offer for sale
or sale of any Shares received on vesting of shelneS shall be made either pursuant to (x) a ragsh statement on an
appropriate form under the Act, which registratsbatement shall be effective and shall includecgpectus which is current with
respect to the Shares being offered and sold,)a $pecific exemption from the registration regoients of the Act, but in
claiming such exemption, you shall, if requestedi®yCompany, prior to any offer for sale or sdleuxrh Shares, obtain a

favorable written opinion from counsel for or apyged by the Company as to the applicability of sexkbémption.

10. Withholding Taxes. The Company may withhold or cause to be withhaeddhfsums due or to become due to you

from the Company or a subsidiary or affiliate tlefr@n amount necessary to satisfy its obligatibar{y) to withhold taxes arising
by reason of the vesting of the RSUs or the Compaany require you to reimburse the Company in suebumt and may make

such reimbursement a condition to the issuanckeoShares.

11. Aagreement Subject to the PlanYou and the Company agree that this Award Agreeraedtthe Directors

Compensation Policy are subject to, and that yalte Company will both be bound by, all terms,ditians, limitations and

restrictions contained in the Plan, which shaltbetrolling in the event of any conflicting or intgistent provision.

12. Restrictions on Transfer.You acknowledge and agree that the Company mayreegou, as a condition to the

receipt of the Shares, to become bound by any neas® agreement restricting transfer of the Shar@soviding the Company

with a right of first purchase or other similarhig




13. No Guarantee of ServiceThis award shall not confer upon you any right wehlpect to continuance of service

with the Company, nor shall it interfere in any waigh any right the Company would otherwise havéstminate your service at

any time.

14. No Guarantee of Tax Conseqguence$he Company makes no commitment or guarantee tiygbarticular tax

treatment will apply or be available under applledbw with respect to the Shares.

15. Electronic Delivery and Signature.You hereby consent and agree to electronic deligéany documents, proxy

materials, prospectuses, annual reports and atfeged documents or agreements related to thisdawWahe Company establish
procedures for an electronic signature systemdtivery and acceptance of such materials, you lyezebsent to such procedures

and that delivery may be effected by a third parigaged by the Company to provide administrativeices related to the Plan.

Please indicate your acceptance of all the terrdscanditions of this award including those settfort this Award

Agreement by clicking on the icon below entitlechdve read and agree.”

Very truly yours,

Greatbatch, Inc.



EXHIBIT 10.16
GREATBATCH, INC.

GRANT OF PERFORMANCE -BASED RESTRICTED STOCK UNITS

The Board of Directors of Greatbatch, Inc. (the igpany”) has authorized and approved the 20xx Stoméntive Plan
(the “Plan”), which has been submitted to and apgddy the stockholders of the Company. The Plawmiges for the grant of
restricted stock units to certain employees, nopleyee consultants and service providers and ngoiesree directors of the
Company and any parent and subsidiary corporatibtitee Company. Pursuant to the Plan, the Compiensaid Organization
Committee of the Board of Directors of the Compéhg “Committee”) has approved the grant to yo&estricted Stock Units
(the “RSUSs”) on the terms and subject to the coonlt set forth in the Plan, this Agreement (the akavAgreement”), and the
applicable grant letter related thereto (the “Giagtter”). The Plan shall be deemed a part hergdf fally set forth herein, and a
copy of the Plan is available from the Morgan Stgr$mith Barney website [www.benefitaccess.conthay be obtained by
request addressed to: Corporate Secretary, Grelathat., 10000 Wehrle Drive, Clarence, NY 1403hldds the context

otherwise requires, all terms defined in the Pladldave the same meanings when used herein.

1. Grant of Restricted Stock Unit. The Company, as a matter of separate inducememat in lieu of any sala
or other compensation for your services, herebgtgrt you the number of RSUs indicated in the dvgammary available from
the Morgan Stanley Smith Barney website. In consitilen of the grant of the RSUs and consistent tighterms of the Plan, you
agree that the RSUs and any proceeds from thetaleh RSUs or the shares of Company common skelokered on vesting of
such RSUs (the “Shares”) are subject to forfeiand/or repayment, in whole or in part, to the eixprovided for in the
Greatbatch, Inc. Incentive Compensation Recoupfelity, as in effect from time to time. In furthace of the foregoing, you
agree hereby to forfeit, reduce or repay the RSldsaamy proceeds from the sale of such RSUs ortibeeS and to execute any
document prepared by the Company to effectuate feufgiture, reduction or repayment, all to theemttpermitted by applicable
law.




2. Vesting of Restricted Stock UnitsThe RSUs shall vest on the dates, in the amoumtsnathe manner set forth in

the Grant Letter and in accordance with the terhteePlan and this Award Agreement. A certificateertificates representing

the Shares will not be delivered to you unlesswartd the RSUs have vested and all other termscanditions in the Plan and tt

Award Agreement have been satisfied.

3. Termination of Employment; Change in Control. Voluntary or involuntary termination of your emplognt or

occurrence of a Change in Control, shall affectryaghts as follows:

a. Termination Due to Death or Disability. Ifureemployment is terminated due to death or diggbihe RSUs

that have not previously vested shall immediatelst\at the target amount set forth in the Graneket

b. Termination Due to Retirement. If your empi@nt is terminated due to Retirement, a pro-ratiqo
(determined in accordance with the Plan) of the &8iat are not vested at the time of Retiremerit sbaibe forfeited bt

shall remain outstanding and shall continue toliggbée for vesting in accordance with the termgplagable to such awar

c. Involuntary Termination Other Than for Causgour employment is involuntarily terminated ettthan for
Cause and the termination occurs at least twelvatilmsdollowing the award date of the RSUs, themncarpta portion
(determined in accordance with the Plan) of the &8ldt are not vested at the time of such terngnadf employment
shall not be forfeited but shall remain outstanding shall continue to be eligible for vesting ic@dance with the terms

applicable to such award.

d. Voluntary Termination or Termination for Cau#f you voluntarily terminate your employmentibyour

employment is terminated involuntarily for Causert you shall forfeit the RSUs that have not presip vested.

e. Change in Control. If a Change in Controllstacur, then that portion of the RSUs correspogdbp the Tote
Shareholder Return (“TSR”) level for the Long Tdmentive Program under which the award of RSUswade,
measured as of the close of the trading day imrtelgliprior to the effective date of the Change on€ol, shall
immediately vest. Alternatively, the Committee ntaycel the RSUs and pay you in cash or stock the d such RSUs
that vest by operation of the previous sentencedapon the price per share to be received by sti@eholders in the

Change in Control.




4. Forfeiture of Restricted Stock Units.The balance of the RSUs that have not vested purso@aragraphs 2 or 3

will be automatically forfeited as of the date thiatir employment with the Company or a subsidiaryinates for any reason.

5. Non-Transferability of Restricted Stock Units. The RSUs may not be assigned, transferred, pleoiged

hypothecated in any way (whether by operationwfda otherwise) and shall not be subject to exeoytattachment or similar
proceeding. Any attempted assignment, transfedgelehypothecation or other disposition of the RSs the levy of any

attachment or similar proceeding upon the RSU4| bbanull and void and without effect.

6. Rights as StockholderNeither you nor any person claiming under or thiroygu will have any of the rights or

privileges of a stockholder of the Company in resjpé any Shares deliverable hereunder unless atilccartificates representing
such Shares will have been issued, recorded ometoeds of the Company or its transfer agentsgisti@rs, and delivered to you.
After such issuance, recordation and delivery, wdlhave all the rights of a stockholder of therfmany with respect to voting

such Shares and receipt of dividends and distdhat{if any) on such Shares.

7. Investment Intent. You hereby covenant and agree with the Companyifttisre does not exist a registration

statement on an appropriate form under the Seesiitct of 1933, as amended (the “Act”), which regison statement shall be
effective and shall include a prospectus whichuisent with respect to the Shares (i) that you keifiresent that you are receiving
the RSUs for your own account and not with a viewhe resale or distribution thereof and (ii) thay subsequent offer for sale
sale of any Shares received on vesting of such B8alsbe made either pursuant to (x) a registnagtatement on an appropriate
form under the Act, which registration statemeratlisbe effective and shall include a prospectusciviig current with respect to
the Shares being offered and sold, or (y) a smeeifemption from the registration requirementshefAct, but in claiming such
exemption, you shall, if requested by the Companyy to any offer for sale or sale of such Shao&sain a favorable written

opinion from counsel for or approved by the Compasyo the applicability of such exemption.

8. Withholding Taxes. The Company may withhold or cause to be withhedhfsums due or to become due to you

from the Company or a subsidiary or affiliate tleér@n amount necessary to satisfy its obligatibar{y) to withhold taxes arising
by reason of the vesting of the RSUs or the Compaany require you to reimburse the Company in suebuat and may make

such reimbursement a condition to the issuanckeoShares.




9. Agreement Subject to the PlanYou and the Company agree that this Award Agreermedtthe Grant Letter are

subject to, and that you and the Company will lmtbound by, all terms, conditions, limitations aestrictions contained in the

Plan, which shall be controlling in the event of aonflicting or inconsistent provision.

10. Restrictions on Transfer.You acknowledge and agree that the Company mayreegou, as a condition to the

receipt of the RSUs or the certificates represerttie Shares, to become bound by any reasonalderagnt restricting transfer of

the Shares or providing the Company with a rigHfirst purchase or other similar right.

11. No Guarantee of EmploymentThis award shall not confer upon you any right wihpect to continuance of

employment or other service with the Company orsulysidiary, nor shall it interfere in any way withy right the Company or

any subsidiary would otherwise have to terminatar ymployment or other service at any time.

12. No Guarantee of Tax Consequencebsleither the Company nor any subsidiary nor the Cdtaemakes any
commitment or guarantee that any particular taxttnent will apply or be available under applicdbl® with respect to this

award.

13. Electronic Delivery and Signature.You hereby consent and agree to electronic deligéany documents, proxy

materials, prospectuses, annual reports and atleged documents or agreements related to thisdaWfahe Company establish
procedures for an electronic signature systemdbivery and acceptance of such materials, you lyezebsent to such procedures

and that delivery may be effected by a third parigaged by the Company to provide administrativeices related to the Plan.

Please indicate your acceptance of all the terrdscanditions of this award including those settfort this Award

Agreement and the Grant Letter by clicking on tanibelow entitled “I have read and agree.”

Very truly yours,

Greatbatch, Inc.



EXHIBIT 10.17
GREATBATCH, INC.

GRANT OF NONQUALIFIED OPTION

The Board of Directors of Greatbatch, Inc. (the ipany”) has authorized and approved the Greatbhich2009 Stock
Incentive Plan (the “Plan”), which has been suleditb and approved by the stockholders of the CaosnpEhe Plan provides for
the grant of options to certain employees, non-egg# consultants and service providers and nonegraeldirectors of the
Company and any parent and subsidiary corporatibtitee Company. Pursuant to the Plan, the Compiensaid Organization
Committee of the Board of Directors of the Compéhg “Committee”) has approved the grant to yoarmbption to purchase
shares of Common Stock, par value $.001 per sbhtiee Company (the “Shares”) on the terms andestitdp the conditions set
forth in the Plan, this agreement (the “Award Agneat”), and the applicable grant letter relatedeatee(the “Grant Letter”). The
Plan shall be deemed a part hereof as if fullyf#h herein, and a copy of the Plan is availalbenfthe Morgan Stanley Smith
Barney website [www.benefitaccess.com] or may lainbd by request addressed to: Corporate Secr&egqtbatch, Inc., 100
Wehrle Drive, Clarence, NY 14031. Unless the conteixerwise requires, all terms defined in the Rlaall have the same

meanings when used herein.

1. Grant of Option . The Company, as a matter of separate inducememat in lieu of any salary or other

compensation for your services, hereby grants totlge right and option (the “Optiontd purchase an aggregate number of Sl
at a price per Share as indicated in the Award Sarmy@vailable from the Morgan Stanley Smith Barmesite, such option
price being, in the judgment of the Committee,laes than one hundred percent (100%) of the faikedaalue of such Share as
of the grant date. The Option is a Non-Qualifietiapand is not intended to qualify as an “inceatstock option” within the
meaning of Section 422 of the Internal Revenue Qfd®86, as amended.

2. Vesting of Option.

a. Vesting Dates and Amounts Subject to the other provisions and limitationshaf Plan and this Award

Agreement, the Option shall become exercisabldemates and in the amounts set forth in the Gueiter.

b. Cumulative Effect of Vesting. The right to purchase Shares shall be cumulabviaat when the right to

purchase any Shares has vested under clausetfdg 8fection, such Shares or
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any part thereof may be purchased at any timedftereuntil the expiration or termination of the tp.

c. Fractional Shares. In no event shall you exercise this Option fdraation of a Share.

3. Exercise of Option.

a. Purchase of Shares Any exercise of the Option shall be done in tlener prescribed on the Morgan

Stanley Smith Barney website.

b. Legends. If the Company, in its sole discretion, shallatatine that it is necessary to comply with applieab
securities laws, the certificate or certificatgsresenting the Shares purchased pursuant to thheissxef this Option shall
bear an appropriate legend in form and substasaet@rmined by the Company, giving notice of ajatile restrictions
on transfer under or in respect of such laws. feurtyou hereby acknowledge that the Company magread legend
upon the certificate evidencing the Shares as tragany, in its sole discretion, determines to heessary and

appropriate to implement the terms of the Plan.

4. Termination of Employment; Change in Control. Voluntary or involuntary termination of your emptagnt or

occurrence of a Change in Control, shall affectryahts as follows:

a. Termination Due to Death or Disability. Ifureemployment is terminated due to death or diggbptions
that have not previously vested shall immediatelst\and will be exercisable during the twelve-ma@gtiod following

termination.

b. Termination Due to Retirement. If your empt@nt is terminated due to Retirement, Optionsdhamnot
vested at the time of Retirement shall immediatelst and will be exercisable during the twelve-rhqmeriod following

termination.

c. Involuntary Termination Other Than for Cau$gour employment is involuntarily terminated ettthan for

Cause, then the Options that have not previoudiedeshall immediately expire.

d. Voluntary Termination or Termination for Cau#f you voluntarily terminate your employmentibyour
employment is terminated involuntarily for Caudert the Options that have not previously vested shmediately

expire.

e. Change in Control. If a Change in Controllstacur, Options that have not previously vestealls



immediately vest. Alternatively, the Committee ntayncel the Options and
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pay you in cash or stock the in-the-money valuarfyf) of the Options that vest by operation ofghevious sentence

based upon the price per share to be receivedigy shareholders in the Change in Control.

Provided, however, that none of the events destidbeve shall extend the period of exercisabilitthis Option beyond the day

immediately preceding the tenth anniversary ofGinant Date.

5. Non-Transferability of Option . This Option is not transferable by you othervitsan by will or the laws of descent

and distribution, and is exercisable, during ydfetime, only by you. This Option may not be assigntransferred (except by will
or the laws of descent and distribution), pledgelypothecated in any way (whether by operatiolawfor otherwise) and shall
not be subject to execution, attachment or sinpitaceeding. Any attempted assignment, transfedgelehypothecation or other
disposition of this Option contrary to the provisschereof, and the levy of any attachment or sirpitaceeding upon the Option,
shall be null and void and without effect; providadwever, that the Committee may, in its solerdison, permit a transfer of tr
Option to (i) your Immediate Family Members (asicled in the Plan) or (ii) a trust for the exclushenefit of your Immediate

Family Members.

6. Rights as StockholderNeither you nor any person claiming under or thfroygu will have any of the rights or

privileges of a stockholder of the Company in resjpé any Shares deliverable hereunder unless atilccartificates representing
such Shares will have been issued, recorded oretoeds of the Company or its transfer agentsgisti@rs, and delivered to you.
After such issuance, recordation and delivery, wdlhave all the rights of a stockholder of therfmany with respect to voting

such Shares and receipt of dividends and distdhat{if any) on such Shares.

7. Investment Intent. You hereby covenant and agree with the Companyifttiere does not exist a registration

statement on an appropriate form under the Seesiitct of 1933, as amended (the “Act”), which regison statement shall be
effective and shall include a prospectus whichuisent with respect to the Shares (i) that you keitiresent that you are exercis
the Option for your own account and are not acggithe Shares with a view to the resale or distidbuthereof and (ii) that any
subsequent offer for sale or sale of any Sharesved upon exercise of the Option shall be madeejpursuant to (x) a
registration statement on an appropriate form uttteeAct, which registration statement shall bedffre and shall include a
prospectus which is current with respect to ther&hhbeing offered and sold, or (y) a specific exondrom the registration
requirements of the Act, but in claiming such exgarp you shall, if requested by the Company, pitoany offer for sale or sale
of such Shares, obtain a favorable written opiriflom counsel for or approved by the Company akécapplicability of such

exemption.

8. Withholding Taxes. The Company may withhold or cause to be withheddifsums due or to become due to you

from the Company or a subsidiary or affiliate tlofr@n amount necessary to satisfy its
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obligation (if any) to withhold taxes arising byas®n of the exercise of the Option or the dispmsitif Shares acquired hereunder
or the Company may require you to reimburse the (@ in such amount and may make such reimbursesmettdition to the

issuance of the Shares.

9. Agreement Subject to the PlanYou and the Company agree that this Award Agreemmedtthe Grant Letter are

subject to, and that you and the Company will lmtbound by, all terms, conditions, limitations aestrictions contained in the

Plan, which shall be controlling in the event of aonflicting or inconsistent provision.

10. Restrictions on Transfer.You acknowledge and agree that the Company mayreegou, as a condition to the

exercise of the Option, to become bound by anyoregtde agreement restricting transfer of the Sharesoviding the Company

with a right of first purchase or other similarhig

11. No Guarantee of Employment.This award shall not confer upon you any right wihpect to continuance of

employment or other service with the Company orsulysidiary, nor shall it interfere in any way withy right the Company or

any subsidiary would otherwise have to terminatar ymployment or other service at any time.

12. No Guarantee of Tax Consequencebleither the Company nor any subsidiary nor the Cdtaemakes any

commitment or guarantee that any particular taxttnent will apply or be available under applicdbl® with respect to this

award.

13. Electronic Delivery and Signature.You hereby consent and agree to electronic deligéany documents, proxy

materials, prospectuses, annual reports and atfeged documents or agreements related to thisdawWahe Company establish
procedures for an electronic signature systemdtivery and acceptance of such materials, you lyezebsent to such procedures

and that delivery may be effected by a third parigaged by the Company to provide administrativeices related to the Plan.

Please indicate your acceptance of all the terrdscanditions of this award including those settfort this Award

Agreement and the Grant Letter by clicking on tanibelow entitled “I have read and agree.”

Very truly yours,

Greatbatch, Inc.



EXHIBIT 10.18
GREATBATCH, INC.

GRANT OF TIME -BASED RESTRICTED STOCK UNITS

The Board of Directors of Greatbatch, Inc. (the igpany”) has authorized and approved the 20xx Stoméntive Plan
(the “Plan”), which has been submitted to and apgddy the stockholders of the Company. The Plawiges for the grant of
restricted stock units to certain employees, nopleyee consultants and service providers and ngoiesree directors of the
Company and any parent and subsidiary corporatibtitee Company. Pursuant to the Plan, the Compiensaid Organization
Committee of the Board of Directors of the Compéhg “Committee”) has approved the grant to yo&estricted Stock Units
(the “RSUSs”) on the terms and subject to the coonlt set forth in the Plan, this Agreement (the akavAgreement”), and the
applicable grant letter related thereto (the “Giagtter”). The Plan shall be deemed a part hergdf fally set forth herein, and a
copy of the Plan is available from the Morgan Stgr$mith Barney website [www.benefitaccess.conthay be obtained by
request addressed to: Corporate Secretary, Grelathat., 10000 Wehrle Drive, Clarence, NY 1403hldds the context

otherwise requires, all terms defined in the Pladldave the same meanings when used herein.

1. Grant of Restricted Stock Unit. The Company, as a matter of separate inducememat in lieu of any sala
or other compensation for your services, herebgtgrt you the number of RSUs indicated in the dvgammary available from
the Morgan Stanley Smith Barney website. In consitilen of the grant of the RSUs and consistent tighterms of the Plan, you
agree that the RSUs and any proceeds from thetaleh RSUs or the shares of Company common skelokered on vesting of
such RSUs (the “Shares”) are subject to forfeiand/or repayment, in whole or in part, to the eixprovided for in the
Greatbatch, Inc. Incentive Compensation Recoupfelity, as in effect from time to time. In furthace of the foregoing, you
agree hereby to forfeit, reduce or repay the RSldsaamy proceeds from the sale of such RSUs ortibeeS and to execute any
document prepared by the Company to effectuate feufgiture, reduction or repayment, all to theemttpermitted by applicable
law.




2. Vesting of Restricted Stock UnitsThe RSUs shall vest on the dates, in the amoumtsnathe manner set forth in

the Grant Letter and in accordance with the terhteePlan and this Award Agreement. A certificateertificates representing
the Shares will not be delivered to you unlesswartd the RSUs have vested and all other termscanditions in the Plan and tt

Award Agreement have been satisfied.

3. Termination of Employment; Change in Control. Voluntary or involuntary termination of your emplognt or

occurrence of a Change in Control, shall affectryaghts as follows:

a. Termination Due to Death or Disability. Ifureemployment is terminated due to death or diggbihe RSUs

that have not previously vested shall immediatelsty

b. Termination Due to Retirement. If your emptmnt is terminated due to Retirement, the RSUsai@nhot

vested at the time of Retirement shall immediatelst.

c. Involuntary Termination Other Than for Causgour employment is involuntarily terminated ettthan for

Cause, the RSUs that are not vested at the tirmeabf termination of employment shall be forfeited.

d. Voluntary Termination or Termination for Cau#f you voluntarily terminate your employmentibyour
employment is terminated involuntarily for Causes RSUs that are not vested at the time of suchiation of

employment shall be forfeited.

e. Change in Control. If a Change in Controllshacur, the RSUs that are not vested at the bfreaich Change
in Control shall immediately vest. Alternativeliiet Committee may cancel the RSUs and pay you imaastock the
value of such RSUs that vest by operation of tleipus sentence based upon the price per shagertcbived by other

shareholders in the Change in Control.

4. Forfeiture of Restricted Stock Units.The balance of the RSUs that have not vested purso@aragraphs 2 or 3

will be automatically forfeited as of the date thiatir employment with the Company or a subsidiaryinates for any reason.

5. Non-Transferability of Restricted Stock Units. The RSUs may not be assigned, transferred, pleoiged

hypothecated in any way (whether by operationwfda otherwise) and shall not be subject to exeoytattachment or similar

proceeding. Any attempted assignment, transfedgale




hypothecation or other disposition of the RSUs, tedevy of any attachment or similar proceedipgruthe RSUs, shall be null

and void and without effect.

6. Rights as StockholderNeither you nor any person claiming under or thiougu will have any of the rights or

privileges of a stockholder of the Company in resppé any Shares deliverable hereunder unless atilccartificates representing
such Shares will have been issued, recorded oretoeds of the Company or its transfer agentsgisti@rs, and delivered to you.
After such issuance, recordation and delivery, wdlihave all the rights of a stockholder of therffmany with respect to voting

such Shares and receipt of dividends and distobat(if any) on such Shares.

7. Investment Intent. You hereby covenant and agree with the Companyifttisre does not exist a registration
statement on an appropriate form under the Seesidtct of 1933, as amended (the “Act”), which regison statement shall be
effective and shall include a prospectus whichuisant with respect to the Shares (i) that you wefiresent that you are receiving
the RSUs for your own account and not with a viewthe resale or distribution thereof and (ii) thay subsequent offer for sale
sale of any Shares received on vesting of such RB&blsbe made either pursuant to (x) a registnadtatement on an appropriate
form under the Act, which registration statemeralisbe effective and shall include a prospectusciving current with respect to
the Shares being offered and sold, or (y) a smeeifemption from the registration requirementshefAct, but in claiming such
exemption, you shall, if requested by the Company to any offer for sale or sale of such Shaogsain a favorable written

opinion from counsel for or approved by the Compasyo the applicability of such exemption.

8. Withholding Taxes. The Company may withhold or cause to be withheddifsums due or to become due to you

from the Company or a subsidiary or affiliate tlufr@n amount necessary to satisfy its obligatibar{y) to withhold taxes arising
by reason of the vesting of the RSUs or the Compaany require you to reimburse the Company in suebuat and may make

such reimbursement a condition to the issuanckeoShares.

9. Agreement Subject to the PlanYou and the Company agree that this Award Agreeraedtthe Grant Letter are

subject to, and that you and the Company will lihbound by, all terms, conditions, limitations @estrictions contained in the

Plan, which shall be controlling in the event oy @onflicting or inconsistent provision.

10. Restrictions on Transfer.You acknowledge and agree that the Company mayreegou, as a condition to the

receipt of the RSUs or the certificates represgritie Shares, to become bound
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by any reasonable agreement restricting transféreoShares or providing the Company with a rigttrst purchase or other

similar right.

11. No Guarantee of Employment.This award shall not confer upon you any right wihpect to continuance of

employment or other service with the Company orsufysidiary, nor shall it interfere in any way wathy right the Company or

any subsidiary would otherwise have to terminatar ymployment or other service at any time.

12. No Guarantee of Tax Conseguencesleither the Company nor any subsidiary nor the Ciataeimakes any

commitment or guarantee that any particular taattnent will apply or be available under applicable with respect to this

award.

13. Electronic Delivery and Signature.You hereby consent and agree to electronic deligéany documents, proxy

materials, prospectuses, annual reports and atfeged documents or agreements related to thisdawWahe Company establish
procedures for an electronic signature systemdtivery and acceptance of such materials, you lyezebsent to such procedures

and that delivery may be effected by a third parigaged by the Company to provide administrativeices related to the Plan.

Please indicate your acceptance of all the terrdscanditions of this award including those settfort this Award

Agreement and the Grant Letter by clicking on ttanibelow entitled “I have read and agree.”

Very truly yours,

Greatbatch, Inc.



RATIO OF EARNINGS TO FIXED CHARGES (Unaudited)

Earnings:
Income (loss) before income taxes
Fixed Charges:
Interest expense
Discounts & deferred financing fees
Interest portion of rental expense
Total earnings and fixed charges
Fixed Charges:
Interest expense
Discounts & deferred financing fees
Interest portion of rental expense
Total fixed charges

Ratio of earnings to fixed charges

EXHIBIT 12.1

Year Ended

Jan. 3, Dec. 28, Dec. 30, Dec. 31, Jan. 1,

2014 2012 2011 2010 2010
48,83¢ 6,73( 48,39: 49,32 (18,177)
4,89¢ 5,49¢ 5,53¢ 7,83¢ 9,93(
6,36¢ 12,557 11,38¢ 10,68( 10,10¢
1,46( 1,05¢ 76€ 84¢ 1,05:
61,56( 25,84: 66,08¢ 68,69: 2,91
4,89¢ 5,49¢ 5,53¢ 7,83¢ 9,93(
6,36¢€ 12,557 11,38¢ 10,68( 10,10¢
1,46( 1,05¢ 76€ 84¢ 1,05:
12,72 19,11: 17,69« 19,36, 21,08¢
4.8 14 3.7 .5 0.1




Subsidiary

Greatbatch Ltd.
(direct subsidiary of Greatbatch, Inc.)

Greatbatch LLC
(direct subsidiary of Greatbatch Ltd.)

Greatbatch Medical, S. de R.L. de C.V.

(owned 99% by Greatbatch LLC & 1% by Greatbatch,)In

Electrochem Solutions, Inc.
(direct subsidiary of Greatbatch Ltd.)

Micro Power Electronics, Inc.

(direct subsidiary of Electrochem Solutions, Inc.)

Greatbatch-Globe Tool, Inc.
(direct subsidiary of Greatbatch Ltd.)

Precimed, Inc.
(direct subsidiary of Greatbatch Ltd.)

QIiG Group, LLC
(direct subsidiary of Greatbatch Ltd.)

P Medical Holding SA
(direct subsidiary of Greatbatch Ltd.)

QIiG Singapore Pte. Ltd.
(direct subsidiary of P Medical Holding SA)

Greatbatch Medical SA
(direct subsidiary of P Medical Holding SA)

Greatbatch Medical SAS
(direct subsidiary of Greatbatch Medical SA)

Greatbatch Medical Limited
(direct subsidiary of Greatbatch Medical SA)

NeuroNexus Technologies, Inc.
(direct subsidiary of Greatbatch Ltd.)

AlgoStim LLC
(owned 88% by QiG Group, LLC)

PelviStim LLC
(owned 88.25% by QiG Group, LLC)

SUBSIDIARIES OF GREATBATCH, INC.

Incorporated

New York

Delaware

Mexico

Massachusetts

Delaware

Minnesota

Pennsylvania

Delaware

Switzerland

Singapore

Switzerland

France

United Kingdom

Michigan

Delaware

Delaware

EXHIBIT 21.1



EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRedion Statement Nos. 333-61476, 333-97209, BAR)02, 333-143519,
333-161159, 333-174559, and 333-184604 on Fornofe8r reports dated March 4, 2014 , relating evdbnsolidated financial
statements and financial statement schedule oftGteh, Inc. and subsidiary (the “Company”), anel ¢ffectiveness of the
Company’s internal control over financial reportiagpearing in this Annual Report on Form 10-K oé&batch, Inc. for the year

ended January 3, 2014.
/s/ Deloitte & Touche LLP

Williamsville, New York
March 4, 2014



EXHIBIT 31.1

CERTIFICATION

I, Thomas J. Hook, certify that:

1. I have reviewed this report on Form 10-K fa flscal year ended January 3, 2@f4reatbatch, Inc

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortémstate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nistadisg with respect to the period
covered by the report;

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

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and have:

a.

Designed such disclosure controls and procsdareaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuce with generally accepted accounting princjples

Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls adguiures as of the end of the period covered yrémort based on such
evaluation; and

Disclosed in this report any change in thegtegnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit’s internal control over financial reporting.

5. The registrans other certifying officer and | have disclosedsdxon our most recent evaluation of internal @miver financial reportin
to the registrant’s auditor and the audit commitiEeegistrant’'s board of directors (or persondqrening the equivalent functions):

a.

Dated:

All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that innagvmanagement or other employees who have a siniifiole in the registrant’s
internal control over financial reporting.

March 4, 2014 /sl Thomas J. Hook
Thomas J. Hook
President and Chief Executive Officer
(Principal Executive Officer)




EXHIBIT 31.2

CERTIFICATION

I, Michael Dinkins, certify that:

1. I have reviewed this report on Form 10-K fa flscal year ended January 3, 2@f4reatbatch, Inc

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortémstate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nistadisg with respect to the period
covered by the report;

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

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as defin
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and have:

a.

Designed such disclosure controls and procsdareaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atamuce with generally accepted accounting princjples

Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls adguiures as of the end of the period covered yrémort based on such
evaluation; and

Disclosed in this report any change in thegtegnt’s internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regasit’s internal control over financial reporting.

5. The registrans other certifying officer and | have disclosedsdxon our most recent evaluation of internal @miver financial reportin
to the registrant’s auditor and the audit commitiEeegistrant’'s board of directors (or persondqrening the equivalent functions):

a.

Dated:

All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that innagvmanagement or other employees who have a siniifiole in the registrant’s
internal control over financial reporting.

March 4, 2014 /s/ Michael Dinkins
Michael Dinkins
Executive Vice President and Chief Finah€ifficer
(Principal Financial Officer)




EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350 ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C. Section 1350 as adopted g@uirso Section 906 of the Sarbanes-Oxley Act of22@@ch of the undersigned officers of
Greatbatch, Inc. (the “Company”), does hereby fyettid such officer's knowledge, that:

The Annual Report on Form 10-K for the fiscal yeaded January 3, 2014 (the “Form 10-K”") of the Camypfully complies with the
requirements of section 13(a) or 15(d) of the S&earExchange Act of 1934 and the information edmed in the Form 10-K fairly presents, in
all material respects, the financial condition aesults of operations of the Company.

Dated: March 4, 2014 /sl Thomas J. Hook
Thomas J. Hook
President and Chief Executive Officer
(Principal Executive Officer)

Dated: March 4, 2014 /s/ Michael Dinkins
Michael Dinkins

Executive Vice President and Chief Finah€ifficer
(Principal Financial Officer)




