U.S. SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 or 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934
For the Quarter ended April 3, 2009

Commission File Number 1-16137

GREATBATCH, INC.
(Exact name of Registrant as specified in its @nart

Delaware
(State of incorporation)

16-1531026
(I.R.S. employer identification no.)

10000 Wehrle Drive
Clarence, New York
14031
(Address of principal executive offices)

(716) 759-5600
(Registrant’s telephone number, including area fode

Indicate by check mark whether the Registrant éE)filed all reports required to be filed by Secti® or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the Registrart vesuired to file such reports), and (2)
has been subject to such filing requirements ferphst 90 days. Y&l NoO

Indicate by checkmark whether the registrant hasnéitled electronically and posted on its corpok&b site, if any, every
Interactive Data File required to be submitted pasted pursuant to Rule 405 of Regulation S-T (8&Bof this chapter) during the
preceding 12 months (or for such shorter periotittieregistrant was required to submit and posh $iles). Yedd No

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maccelerated filer, or a smaller
reporting company. See the definitions of “largeederated filer,” “accelerated filer” and “small@porting company” in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated fildC] Accelerated filer
Non-accelerated filer [ Smaller reporting comparl]

Indicate by check mark whether the Registrantdbedl company (as defined in Exchange Act Rule 2RbYes[l  No

The number of shares outstanding of the Compamytson stock, $0.001 par value per share, as of Map009 was: 23,185,951 shares.




COVER PAGE

GREATBATCH, INC.
TABLE OF CONTENTS FOR FORM 10-Q
AS OF AND FOR THE THREE MONTHS ENDED APRIL 3, 2009

TABLE OF CONTENTS

PART | - FINANCIAL INFORMATION (unaudited)

ITEM 1. Condensed Consolidated Financial Statem
Condensed Consolidated Balance Sh
Condensed Consolidated Statements of Operation€amgrehensive Income (Los
Condensed Consolidated Statements of Cash F
Condensed Consolidated Statement of Stockh¢ Equity
Notes to Condensed Consolidated Financial Statey
ITEM 2. Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior
ITEM 3. Quantitative and Qualitative Disclosures About MarRisk
ITEM 4. Controls and Procedur:
PART Il - OTHER INFORMATION
ITEM 1. Legal Proceeding
ITEM 1A. Risk Factor¢
ITEM 2. Unregistered Sales of Equity Securities and Udero€eed:
ITEM 3. Defaults Upon Senior Securiti
ITEM 4. Submission of Matters to a Vote of Security Holc
ITEM 5. Other Informatior
ITEM 6. Exhibits
SIGNATURES
EXHIBIT INDEX

Page

27
42

43

44
44
44
44
44
44
45
45

45




PART | - FINANCIAL INFORMATION

ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

CONDENSED CONSOLIDATED BALANCE SHEETS - Unaudited

GREATBATCH, INC.

(in thousands except share and per share data)

ASSETS
Current asset:
Cash and cash equivalel

Accounts receivable, net of allowance for doub#fttounts o
$2.2 million in 2009 and $1.6 million in 20(

Inventories, net of resen
Deferred income taxe

Prepaid expenses and other current assets

Total current asse

Property, plant and equipment, |
Amortizing intangible assets, r
Trademarks and trade nan
Goodwill

Deferred income taxe

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS ' EQUITY

Current liabilities:
Accounts payabl
Income taxes payab

Accrued expenses and other current liabilities

Total current liabilities

Long-term debr

Deferred income taxe

Other long-term liabilities
Total liabilities

Stockholder' equity:

Preferred stock, $0.001 par value, authorized T@ODO shares; no shares issued or outstandin@l

or 2008

Common stock, $0.001 par value, authorized 10000@0shares; 23,185,685 shares issued and

outstanding in 2009 and 22,970,916 shares issu#@2043,176 shares outstanding in 2

Additional paic-in capital

Treasury stock, at cost, no shares in 2009 andi@&Hares in 200

Retained earning
Accumulated other comprehensive loss

Total stockholders’ equity

Total liabilities and stockholders’ equity

(1) Retroactively Adjusted — See Note 2.

As of
April 3, January 2,
2009 2009 (1)
15,09¢ $ 22,06:
91,971 86,36¢
117,82¢ 112,30:
8,062 8,08¢
5,80¢ 6,75¢
238,77 235,57
163,71: 166,66¢
86,61¢ 90,25¢
36,05¢ 36,13(
300,66 302,22:
1,867 1,94z
15,30z 15,24
842,99 $ 848,03:
39,76: $ 48,727
3,881 4,12¢
32,57 40,497
76,21t 93,35:
315,58t 314,38«
60,01: 57,90t
7,510 7,601
459,33: 473,24.
23 23
288,44 283,32:
- (747
101,92° 95,26!
(6,727) (3,076)
383,66¢ 374,79:
842,99 $ 848,03:

The accompanying notes are an integral part obtheadensed consolidated financial statements
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GREATBATCH, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE INCOME (LOSS) — Unaudited
(in thousands except per share data)

Three months endec

April 3, March 28,
2009 2008 (1)

Sales $ 139,81¢ $ 122,15:
Costs and expense
Cost of sale- excluding amortization of intangible ass 93,95 93,74¢
Cost of sale- amortization of intangible asse 1,70C 1,71C
Selling, general and administrative exper 18,68 18,341
Research, development and engineering cost: 7,87¢ 9,22¢
Acquired ir-process research and developn - 2,24(
Other operating expense, net 2,80z 1,02¢

Operating income (los! 14,79¢ (4,140
Interest expens 4,88¢ 5,07¢
Interest incom (25) (39€)
Other (income) expense, net 207 (1,457

Income (loss) before provision (benefit) for incotares 9,72¢ (7,365
Provision (benefit) for income taxes 3,06¢ (2,920

Net income (loss) $ 6,66/ $ (4,445
Earnings (loss) per shai

Basic $ 0.2¢ $ (0.20)

Diluted $ 0.2¢ $ (0.20)
Weighted average shares outstand

Basic 22,81« 22,38¢

Diluted 23,89¢ 22,38¢
Comprehensive incom

Net income (loss $ 6,66¢ $ (4,445

Foreign currency translation adjustm (3,919 7,20¢

Unrealized gain (loss) on cash flow hedges, nédx 26¢€ (467)

Unrealized gain on short-term investments avail&dreale, net of tax - 35

Comprehensive income $ 3,01 $ 2,33¢

(1) Retroactively Adjusted - See Note 2.

The accompanying notes are an integral part obtheadensed consolidated financial statements
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GREATBATCH, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS - Unaudited

(in thousands)

Cash flows from operating activities:

Net income (loss

Adjustments to reconcile net income (loss) to rehcprovidec

by operating activities
Depreciation and amortizatic
Stocl-based compensatic
Acquired ir-process research and developn
Other noi-cash losse
Deferred income taxe

Changes in operating assets and liabilit
Accounts receivabl
Inventories
Prepaid expenses and other current a:
Accounts payabl
Accrued expenses and other current liabili
Income taxes payable

Net cash provided by operating activities

Cash flows from investing activities:

Purchase of shc-term investment

Proceeds from maturity/disposition of si-term investment

Acquisition of property, plant and equipm
Acquisitions, net of cash acquir
Other investing activities

Net cash used in investing activities

Cash flows from financing activities:
Principal payments of lol-term debt
Proceeds from issuance of l--term debi
Issuance of common sto
Excess tax benefits from st-based award
Repurchase of treasury stock

Net cash provided by (used in) financing activities

Effect of foreign currency exchange rates on cashcash equivalents

Net decrease in cash and cash equiva
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

(1) Retroactively Adjusted - See Note 2.

The accompanying notes are an integral part obtbeadensed consolidated financial statements
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Three months endec

April 3, March 28,
2009 2008 (1)
$ 6,662 $ (4,445
11,66¢ 17,64:
2,861 3,04¢
- 2,24(
847 79
2,15¢ 80€
(7,092 (9,807
(6,543 221
81t 75¢
(7,587 (6,027
(3,509 2,50¢
(23E) (3,972
60 3,05¢
- (1,98¢)
- 2,55(
(5,416 (7,924
- (99,745
184 18C
(5,232 (106,92))
(13,000 (31,689
12,00( 117,00(
16 -
3 16
(741) (799)
(1,722) 84,54
(71) 16€
(6,965) (19,16¢)
22,06! 33,47
$ 15,09¢ $ 14,307




GREATBATCH, INC.

CONDENSED CONSOLIDATED STATEMENT OF STOCKHOLDERS’ E QUITY - Unaudited

(in thousands)

Balance, January 2, 2009 (

Stoclk-based compensatic

Net shares issued under stock
incentive plans

Income tax benefit from stock
options and restricted sto

Shares contributed to 401(k)
Plan

Net income

Total other comprehensive los

Balance, April 3, 2009

(1) Retroactively Adjusted

Accumulated

The accompanying notes are an integral part obtheadensed consolidated financial statements
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Additional Treasury Other Total
Common Stock Paid-In Stock Retained Comprehensive  Stockholders
Shares Amount Capital Shares Amount Earnings Loss Equity
2297 % 23 % 283,32. 28 $ (741) $ 95,26: $ (3,076 $ 374,79:
- - 1,82¢ - - - - 1,82¢
20 - - - - - - -
- - 16 - - - - 16
19t - 3,27¢ 28 741 - - 4,01¢
- - - - - 6,66 - 6,66
- - - - - - (3,657) (3,657)
23,18t $ 23 $ 288,44: - $ - $ 101,920 $ (6,727 $ 383,66«
- See Note 2.




GREATBATCH, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Unaudited

BASIS OF PRESENTATION

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit accounting principles
generally accepted in the United States of Amdicanterim financial information (Accounting Priipdes Board Opinion (“APB”) No.
28, Interim Financial Reporting and with the instructions to Form 10-Q and A#i&l0 of Regulation S-X. Accordingly, they do not
include all of the information necessary for a faiesentation of financial position, results of igtions, and cash flows in conformity
with accounting principles generally accepted m tmited States of America. Operating resultsriterim periods are not necessarily
indicative of results that may be expected forfibeal year as a whole. In the opinion of managentbe condensed consolidated
financial statements reflect all adjustments (cstiveg of normal recurring adjustments) considereckessary for a fair presentation of the
results of Greatbatch, Inc. and its wholly-ownebdssdiary Greatbatch Ltd. (collectively “Greatbatar’the “Company”) for the periods
presented. The preparation of financial statemientsnformity with accounting principles generatlgcepted in the United States of
America requires management to make estimatessmunimptions that affect the reported amounts otsid&bilities, sales, expenses,
and related disclosures at the date of the finhstatements and during the reporting period. Aktasults could differ from these
estimates. The January 2, 2009 condensed conwalidalance sheet data, as retroactively adjuSted fote 2), was derived from
audited financial statements but does not inclilddisclosures required by accounting principleaayally accepted in the United States
of America. For further information, refer to tbensolidated financial statements and notes indunléhe Company’s Annual Report on
Form 10-K for the year ended January 2, 2009. Gtmapany utilizes a fifty-two, fiftyhree week fiscal year ending on the Friday nei
December 31st. For 52-week years, each quarteaiosnt3 weeks. The first quarter of 2009 and 28@h contained 13 weeks and
ended on April 3, and March 28, respectively.

APPLICATION OF NEW ACCOUNTING POLICY

During the first quarter of 2009, the Company weguired to adopt Financial Accounting Standardsr8 (&EASB”) Staff Position
(“FSP™) APB 14-1/Accounting for Convertible Debt Instruments thaabe Settled in Cash Upon Conversion (Includingi®laCash
Settlement)” as it was determined that Emerging Issues TaskeHsstie 07-5Determining Whether an Instrument (or Embedded
Feature) is Indexed to an Entity’s Own Stockd not impact the Company’s determination thatdsvertible subordinated notes are
indexed to its own stock. Thus, the conversionuieaof the subordinated notes remains eligiblaferparagraph 11(a) scope exception
of Statement of Financial Accounting Standards &SH No. 133,“Accounting for Derivative Instruments and HedgjiActivities”

and is not required to be accounted for as a derevanstrument. This FSP requires retrospectistatement for all prior periods
presented in financial statements.

This FSP requires issuers of convertible debtumsénts that may be settled in cash upon conversiah as the Company’s CSN Il as
described in Note 6, to separately account fotigtlity and equity components of those instrunsenta manner that will reflect the
entity’s nonconvertible debt borrowing rate wheterast cost is recognized in subsequent periodsa #esult, the Company first
determined the carrying amount of the liability gmment of CSN Il by measuring the fair value ofrailar liability that does not have
the associated conversion option as of the date IC&Rs issued (March 2007). The carrying amodrihe conversion option was then
determined by deducting the fair value of the lilbcomponent from the initial proceeds receiveahf the issuance of CSN II. The
carrying amount of the conversion option was rettivaly recorded as Additional Paid-In Capital wéth offset to Long-Term Debt. The
carrying amount of the conversion option is beingpetized to Interest Expense using the effectiverast rate method over the expected
life of a similar liability that does not have thssociated conversion option.
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GREATBATCH, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Unaudited

Deferred financing fees incurred in connection ifith issuance of CSN II, previously recorded aO#ssets, were allocated to the
liability and equity components in proportion tethllocation of proceeds between the liability andity components. The deferred
financing fees allocated to the debt componenbaieg amortized to Interest Expense over the erpdde of CSN II. The deferred
financing fees allocated to the equity componerewecorded as an offset to Stockholders’ Equity.

The 2008 Condensed Consolidated Financial Statenpeasented in this quarterly report have beepaetively adjusted to reflect the
accounting for FSP APB 1%-as if it were in effect as of the date CSN Il waginally issued. The following table providé®timpact o
FSP APB 14-1 on the 2008 Condensed ConsolidatexhEial Statements:

As Previously FSP APB 141 Adjusted
(in thousands except per share amounts) Reported Adjustment  Amounts

Condensed Consolidated Balance Sheet
(As of January 2, 200¢

ASSETS

Other asset $ 16,14( $ (898 ¢ 15,24:
Total asset 848,93: (89€) 848,03:
LIABILITIES

Long-term debt $ 352,92( $ (38,53¢) $314,38:-
Deferred income taxe- noncurren 44,30¢ 13,59¢ 57,90t
Total liabilities 498,17¢ (24,937 473,24:
STOCKHOLDERS' EQUITY

Additional paic-in capital $ 251,77: $ 31,55( $283,32:
Retained earning 102,77- (7,517)  95,26:
Total stockholders' equi 350,75: 24,03¢ 374,79
Total liabilities and stockholders' equ 848,93 (89¢) 848,03

Condensed Consolidated Statement of Operatior
(Three months ended March 28, 20

Interest expens $ 3,431 $ 1,647 $ 5,07¢
Income (loss) before provision (benefit) for incotares (5,71%) (1,647 (7,365
Provision (benefit) for income tax (2,344 (57€¢) (2,920
Net income (loss (3,379 (2,077) (4,445
Earnings (loss) per shai
Basic $ 0.15 % 0.05% (0.20
Diluted (0.1%) (0.05) (0.20)

Condensed Consolidated Statement of Cash Flows
(Three months ended March 28, 20

Net income $ (3,379 $ (1,07 $ (4,445
Depreciation and amortizatic 15,99¢ 1,64 17,64:
Deferred income taxe 1,38: (57¢€) 80¢€
Net cash provided by operating activit 3,05¢ - 3,05¢




GREATBATCH, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Unaudited

3. SUPPLEMENTAL CASH FLOW INFORMATION

Noncash investing and financing activities (in thands)
Net unrealized gain on availa-for-sale securitie
Unrealized gain (loss) on cash flow hedges,
Common stock contributed to 401(k) P

Three months endec

Property, plant and equipment purchases includedéounts payabl
Deferred financing fees and acquisition costs ithetliin accrued expenses and other curre

liabilities
Shares isued in connection with a business aciqur

Cash paid during the period ft
Interest
Income taxe:
Acquisition of noncash assets and liabiliti
Assets acquire
Liabilities assume:

4. INVENTORIES, NET

Inventories are comprised of the following (in teands):

Raw materials

Work-in-process

Finished goods
Total

April 3, March 28,
2009 2008

$ - $ 35

26€ (4617)

4,01t 3,47z

1,63¢ 2,39¢

- 5,801

- 1,47:

$ 91€ $ 262

44C 22t

$ - $ 163,26:

- 57,75:
April 3, January 2,

2009 2009

$ 5938 $ 58,35
28,83¢ 28,85
29,60¢ 25,10:
$ 117,82t $ 112,30«




GREATBATCH, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Unaudited

5.

INTANGIBLE ASSETS

Amortizing intangible assets are comprised of tiiing (in thousands):

Gross Foreign

carrying Accumulated currency Net carrying

amount amortization translation amount
April 3, 2009
Purchased technology and pate $ 81,63¢ $ (37,56) $ (247 $ 43,83:
Customer list: 46,547 (4,829 (360) 41,36¢
Other 3,50¢ (2,06¢) (17) 1,42
Total amortizing intangible assets $ 131,69 $ (44,450 $ (629) $ 86,61¢
January 2, 2009
Purchased technology and pate $ 81,63¢ $ (35,88) $ 184 $ 45,94
Customer list: 46,54° (4,056 271 42,76:
Other 3,50¢ (1,964 11 1,55¢
Total amortizing intangible assets $ 13169: $ (41,90) $ 16€ $ 90,25¢

Aggregate amortization expense for the first quast009 and 2008 was $2.6 million and $2.7 millicespectively. As of April 3,
2009, annual amortization expense is estimate@ 74 million for the remainder of 2009, $9.5 ioill for 2010, $9.4 million for 2011,
$9.3 million for 2012, $8.5 million for 2013 and.87million for 2014.

The change in trademarks and trade names durinfiyshquarter of 2009 is as follows (in thousant

Balance at January 2, 20 $ 36,13(
Foreign currency translation (76)
Balance at April 3, 2009 $ 36,05/

During the first quarter of 2009, the Company costgd its branding initiative, which included a ewiof its “non-Greatbatch”
trade names, including those acquired with itsmeaequisitions. The outcome of this review did r@sult in any impact to the indefin
useful life designation of the Company’s “non-Ghedith” trade names, which had a value of $20.Janikks of April 3, 2009.

The change in goodwill during the first quarte26D9 is as follows (in thousand

Greatbatch
Medical Electrochenr Total
Balance at January 2, 20 $ 292,27t $ 9,94: $302,22:
Foreign currency translation (1,552 - (1,557
Balance at April 3, 2009 $ 290,72t $ 9,94: $300,66¢

-10-




GREATBATCH, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Unaudited

LONG-TERM DEBT

Long-term debt is comprised of the following (itisands):

April 3, January 2,
2009 2009
Revolving line of credi $ 131,000 $ 132,00(
2.25% convertible subordinated notes I, due Z 30,45( 30,45(
2.25% convertible subordinated notes II, due 2 197,78 197,78.
Unamortized discount (43,644 (45,849
Total long-term debt $ 31558t $ 314,38

Revolving Line of Credit - The Company has a senior credit facility (the€dit Facility”) consisting of a $235 million revahg credit
facility, which can be increased to $335 millioronghe Company’s request. The Credit Facility @lsiotains a $15 million letter of
credit subfacility and a $15 million swingline sabflity. The Credit Facility is secured by the Quany’s non-realty assets including
cash, accounts and notes receivable, and investaniel has an expiration date of May 22, 2012 witime-time option to extend to April
1, 2013 if no default has occurred. Interest rateger the Credit Facility are, at the Company’sarp based upon the current prime rate
or the LIBOR rate plus a margin that varies wite @ompanys leverage ratio. If interest is paid based upenprime rate, the applicat
margin is between minus 1.25% and 0.00%. If irgeiepaid based upon the LIBOR rate, the appleatdrgin is between 1.00% and
2.00%. The Company is required to pay a commitrfembetween 0.125% and 0.250% per annum on theedmortion of the Credit
Facility based on the Company’s leverage ratio.

The Credit Facility contains limitations on theimence of indebtedness, limitations on the inaureeof liens and licensing of
intellectual property, limitations on investmeniglaestrictions on certain payments. Except tcetttent paid for by common equity of
Greatbatch or paid for out of cash on hand, thei€Feacility limits the amount paid for acquisit®io $100 million. The restrictions on
payments, among other things, limit repurchaseSreatbatch’s stock to $60 million and limits theligbof the Company to make cash
payments upon conversion of CSN Il. These lindtatican be waived upon the Company’s request gomb\egd of a simple majority of
the lenders.

The Credit Facility also requires the Company tantaén a ratio of adjusted EBITDA, as defined ie ttredit agreement, to interest
expense of at least 3.00 to 1.00, and a total &&eeratio, as defined in the credit agreementpbfjreater than 5.00 to 1.00 from May 22,
2007 through September 29, 2009 and not greater4l& to 1.00 from September 30, 2009 and thereahs of April 3, 2009, the
Company was in compliance with all required covésan

The Credit Facility contains customary events dadk. Upon the occurrence and during the conticeasf an event of default, a

majority of the lenders may declare the outstandiigances and all other obligations under the €Feiility immediately due and
payable.

-11-




GREATBATCH, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Unaudited

The weighted average interest rate on borrowingkeuthe Compang revolving line of credit as of April 3, 2009, whidoes not incluc
the impact of the interest rate swaps describeagelas 2.7%. Interest rates reset based upasixtraonth ($111 million), threeionth
($2 million), two-month ($13 million) and one-mon({$5 million) LIBOR rate. As of April 3, 2009, tHeompany had $104 million
available under its revolving line of credit.

Interest Rate SwapsThe Company has entered into three receive figgiay fixed interest rate swaps indexed to thevgixth LIBOR
rate. The objective of these swaps is to hedgmsigaotential changes in cash flows on the Comjsamytstanding revolving line of
credit, which is indexed to the six-month LIBOReatNo credit risk was hedged. The receive vagisdg of the swap and the variable
rate paid on the revolving line of credit bear $laene rate of interest, excluding the credit spraead,reset and pay interest on the same
dates. The Company intends to continue electiagitkkmonth LIBOR as the benchmark interest ratéherdebt being hedged. If the
Company repays the debt it intends to replace dogéd item with similarly indexed forecast cashwvBio Information regarding the
Company'’s outstanding interest rate swaps is &ansl

Current Fair
Pay receive value Balance
Type of Notional Start End fixed floating April 3, Sheet
Instrument hedge amount date date rate rate 2009 Location
(In thousands (In thousands

Interest rate swa Cash flow $ 80,00( 3/5/200¢ 717/201( 3.0% 175% $ (1,354 Oth Liabilities
Interest rate swa Cash flow 18,00( 12/18/200: 12/18/2011 2.0(% 2.17% (50) Oth Liabilities
Interest rate swap  Cash flow 50,00( 717/201( 717/201: 2.1€% 6M LIBOR (7) Oth Liabilities

$ 148,00( 2.64% $ (1,419

The estimated fair value of the interest rate sagqeements represents the amount the Company sxtpeeteive (pay) to terminate the
contracts and is recorded as Other Assets or Qtiveg-Term Liabilities in the Condensed ConsolidaBadance Sheets. No portion of
the change in fair value of the interest rate swhpig the first three months of 2009 was con&deneffective. The amount recorded
as additional interest expense during the firsgghmonths of 2009 related to the interest rate swegs $0.2 million.

Convertible Subordinated Notes - In May 2003, the Company completed a private plaggrof $170 million of 2.25% convertible
subordinated notes, due 2013 (“CSN I"). In Marél02, the Company entered into separate, privaedptiated agreements to exchange
$117.8 million of CSN | for an equivalent princigghount of a new series of 2.25% convertible subatdd notes due 2013 (“CSN I1”)
(collectively the “Exchange”) at a 5% discount. €Tfrimary purpose of the Exchange was to elimittegeJune 15, 2010 call and put
option that is included in the terms of CSN I.cbmnection with the Exchange, the Company issueatiditional $80 million aggregate
principal amount of CSN Il at a price of $950 p&rO0 of principal. In December 2008, the Compamiered into privately negotiated
agreements under which it repurchased $21.8 milliaaggregate principal amount of its outstandirBNG at $845.38 per $1,000 of
principal. The primary purpose of this transactiaas to retire the debentures, which containedt aption exercisable on June 15, 2010,
at a discount.
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GREATBATCH, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Unaudited

The following is a summary of the significant terofSCSN | and CSN II:

CSN I- The notes bear interest at 2.25% per annum, pagami-annually. Holders may convert the notés sares of the Company’s
common stock at a conversion price of $40.29 parestwhich is equivalent to a conversion ratio 48219 shares per $1,000 of
principal, subject to adjustment, before the cloiskeusiness on June 15, 2013 only under the foligweircumstances: (1) during any
fiscal quarter commencing after July 4, 2003, & thosing sale price of the Company’s common stoaeeds 120% of the $40.29
conversion price for at least 20 trading days @3B consecutive trading day period ending ondbkettading day of the preceding fiscal
quarter; (2) subject to certain exceptions, dutirgfive business days after any five consecutaging day period in which the trading
price per $1,000 of principal for each day of spehod was less than 98% of the product of theitpsale price of the Company’s
common stock and the number of shares issuable egrorersion of $1,000 of principal; (3) if the neteave been called for redemption;
or (4) upon the occurrence of certain corporatetsve

Beginning June 20, 2010, the Company may redeenofiine notes at a redemption price of 100% ofrthgncipal amount, plus accru
interest. Note holders may require the Compamgparchase their notes on June 15, 2010 or atisweyptrior to their maturity following
a fundamental change, as defined in the indenggnexeanent, at a repurchase price of 100% of thaicgal amount, plus accrued
interest. The notes are subordinated in rightayfpent to all of our senior indebtedness and effelgt subordinated to all debts and ot
liabilities of the Company’s subsidiaries.

Beginning with the six-month interest period comgiag June 15, 2010, the Company will pay additiamaitingent interest during any
six-month interest period if the trading price loé thotes for each of the five trading days immedijgtreceding the first day of the
interest period equals or exceeds 120% of the jpahamount of the notes.

CSN Il - The notes bear interest at 2.25% per annum, pagaini-annually. The holders may convert the s1otto shares of the
Company’s common stock at a conversion price of BBger share, which is equivalent to a conversatio of 28.8219 shares per
$1,000 of principal. The conversion price anddbeversion ratio will adjust automatically uponte@r changes to the Company’s
capitalization. CSN Il notes were issued at agpo£$950 per $1,000 of principal.

The effective interest rate of CSN Il notes, whigkes into consideration the amortization of thigipal discount, deferred fees related to
the issuance of these notes and FSP APB 14-1 dis¢Bae Note 2) is 8.5%. The discount on CSN lieimg amortized to the maturity
date of the convertible notes of June 15, 201&ing the effective interest method. As of AprilZ009, the carrying amount of the
discount related to the FSP APB 14-1 equity compbnas $36.7 million. As of April 3, 2009, thedbnverted value of CSN Il notes
does not exceed its principal amount as the Conipa&iysing stock price of $19.71 did not exceeddbmeversion price. For the first
quarter of 2009, the contractual interest and distamortization on CSN Il notes was $1.1 milliord&2.2 million, respectively, and
$1.1 million and $2.1 million for the first quartef 2008, respectively.
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The notes are convertible at the option of the éi@lct such time as: (i) the closing price of tlhen@any’s common stock exceeds 150%
of the conversion price of the notes for 20 ouB@fconsecutive trading days; (ii) the trading ppee $1,000 of principal is less than 98%
of the product of the closing sale price of commstwck for each day during any five consecutiveitmgdiay period and the conversion
rate per $1,000 of principal; (iii) the notes hdnezn called for redemption; (iv) the Company distrés to all holders of common stock
rights or warrants entitling them to purchase addél shares of common stock at less than the geeastosing price of common stock for
the ten trading days immediately preceding the anoement of the distribution; (v) the Company disttes to all holders of common
stock any form of dividend which has a per shataevaxceeding 5% of the price of the common statkhe day prior to such date of
distribution; (vi) the Company affects a consolidat merger, share exchange or sale of assetsgnirsuwhich its common stock is
converted to cash or other property; (vii) the pefdeginning 60 days prior to but excluding Jung28.3; and (viii) certain fundamental
changes, as defined in the indenture agreemenir oc@re approved by the Board of Directors.

Conversions in connection with corporate transastithat constitute a fundamental change requir€trepany to pay a premium make-
whole amount, based upon a predetermined tabletdsrth in the indenture agreement, whereby thresersion ratio on the notes may
increased by up to 8.2 shares per $1,000 of p@hciphe premium make-whole amount will be paidtres of common stock upon any
such conversion, subject to the net share settlefeature of the notes described below.

The notes contain a net share settlement featatedhuires the Company to pay cash for each $Xg0pfincipal to be converted. Any
amounts in excess of $1,000 will be settled ineshaiff the Company’s common stock, or at the Compaption, cash. The Company
has a one-time irrevocable election to pay thedrsléh shares of its common stock, which it culyedbes not plan to exercise.

The notes are redeemable by the Company at anyotinee after June 20, 2012, or at the option obldér upon the occurrence of cert
fundamental changes, as defined in the agreenféttiag the Company. The notes are subordinate@yht of payment to all of our
senior indebtedness and effectively subordinatedl ebts and other liabilities of the Companyibsidiaries.

Deferred Financing Fees - The following is a reconciliation of deferred firang fees for the first quarter of 2009, which e@uded in
other assets (in thousands):

Previously reported balance at January 2, 2 $ 4,99«
FSP APB 14-1 adjustment (899)
Restated amoun 4,09¢
Amortization during the period (266)
Balance at April 3, 2009 $ 3,83(
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7. PENSION PLANS

The Company offers certain non-U.S. employees ddftrenefits under defined benefit pension plansdddthese plans, benefits accrue
to employees based upon years of service, poségmand compensation. The liability and corredpanexpense related to these
pension plans is based on actuarial computatiossmént and future benefits for employees. Pensipense is charged to current
operating expenses.

The change in the net pension liability for thetfiquarter of 2009 is as follows (in thousan

Balance at January 2, 20 $ 5,98t
Net periodic pension co 261
Foreign currency translation (239
Balance at April 3, 2009 $ 6,00¢

The Company is currently evaluating the alternatiareailable to reduce the underfunded status offimed benefit pension plans, which
could include making a cash contribution.

Net pension cost is comprised of the followingtfinusands):

Three months ended
April 3, March 28,

2009 2008
Service cos $ 21C $ 167
Interest cos 96 11€
Amortization of net los 30 -
Expected return on plan assets (75) (10€)
Net pension cos $ 261 $ 177

8. FAIR VALUE MEASUREMENTS

The following table provides information regardifiigancial assets and liabilities measured at falue in the Company’s Condensed
Consolidated Balance Sheet as of April 3, 2002H@usands):

Fair value measurements using

Quoted
prices in
active  Significant
markets other Significant
At for observable unobservable
April 3, identical inputs inputs
Description 2009 assets (Level 2) (Level 3)
Assets
Foreign currency contrac $ 42€ $ - $ 42€ $ -
Liabilities
Interest rate sway $ 1411 % - $ 1,411 $ -

-15-




GREATBATCH, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S — Unaudited

Interest rate swapsThe fair value of interest rate swaps are obthinem an independent pricing service that utilizash flow models
with observable market data inputs to estimateviaine. These observable market data inputs ieduBOR and swap rates, and credit
spread curves. The Company’s interest rate swapsadegorized in Level 2 of the fair value hiehgrc

Foreign currencyontracts The fair value of foreign currency contracts areagted from an independent pricing service thdizes cas
flow models with observable market data inputsdiineate fair value. These observable market dgtats include foreign exchange rate
and credit spread curves. The Company’s foreigreagy contracts are categorized in Level 2 offétrevalue hierarchy.

STOCK-BASED COMPENSATION

Compensation costs related to share-based payffioeilte three months ended April 3, 2009 totaled@$iillion and $1.9 million for the
three months ended March 28, 2008. The followalide summarizes the Company'’s time-vested and qpeafoce-vested stock option
activity:

Weighted
average
Weighted remaining
Number of average contractual Aggregate

time-vested exercise life Intrinsic value
stock options  price (inyears)  (in millions)
Outstanding at January 2, 20 1,498,29: $ 24.2¢
Granted 240,17( 26.5:¢
Exercisec (1,089 15.0C
Forfeited or Expired (288,129 28.1z
Outstanding at April 3, 2009 1,449,25: $ 23.9( 7E$ 0.4
Exercisable at April 3, 2009 835,39 § 23.8¢ 64 $ 0.4
Weighted
average

Number of  Weighted remaining
performance- average contractual  Aggregate

vested stock  exercise life intrinsic value
options price (in years) (in millions)
Outstanding at January 2, 20 798,56 $ 23.62
Forfeited or Expired (61,749 23.4¢
Outstanding at April 3, 2009 736,82 $ 23.6¢ 8L $ 0.C
Exercisable at April 3, 2009 89,01¢ $ 23.6( 6.2 $ 0.C
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The weighted-average fair value and assumptions tesealue options granted are as follows:

Three months ended
April 3, March 28,

2009 2008
Weightec-average fair valu $ 104¢ $ 7.92
Risk-free interest rat 1.77% 2.91%
Expected volatility 40% 40%
Expected life (in years 6 5
Expected dividend yiel 0% 0%

The following table summarizes the Company’s resd stock and restricted stock unit activity:

Weighted averag:

Activity fair value

Nonvested at January 2, 20 207,76' $ 22.86
Shares grante 97,85¢ 26.28
Shares forfeited (3,909 23.54
Nonvested at April 3, 20" 301,72; ¢ 23.96

(1) Includes 24,000 shares of performe-vested restricted stock with a weighted averagetgtate fair value of $23.07 per she
. OTHER OPERATING EXPENSE

The following were recorded in other operating engee net in the Company’s Condensed ConsolidatgdrSéents of Operations and
Comprehensive Income (Loss) (in thousands):

Three months endec
April 3, March 28,

2009 2008
(a) 2005 & 2006 facility shutdowns and consolidas $ - % 224
(b) 2007 & 2008 facility shutdowns and consolidat 1,89¢ 10€
(c) Integration cost 863 66(
Asset dispositions and other 41 38

(a) 2005 & 2006 facility shutdowns and consolidations. Beginning in the first quarter of 2005 and endinghie second quarter of 2006
the Company consolidated its medical capacitor rfzaruring operations in Cheektowaga, NY, and itplantable medical battery
manufacturing operations in Clarence, NY, intaaittvanced power source manufacturing facility ine®dNY (“Alden Facility”). The
Company also consolidated its capacitor reseambeldpment and engineering operations from its Kiogeaga, NY facility into its
technology center in Clarence, NY.
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In the first quarter of 2005, the Company annountihtent to close its Carson City, NV facilitpédiconsolidate the work performed at
that facility into its Tijuana, Mexico facility. fflat consolidation project was completed in thedtiquarter of 2007.

In the fourth quarter of 2005, the Company annodritseintent to close its Columbia, MD facility (8@mbia Facility”)and Fremont, C.
Advanced Research Laboratory (“ARL”). The Compatso announced that the manufacturing operatioits @lumbia Facility would
be moved into its Tijuana Facility and that theeagsh, development and engineering and producia@went functions at its Columbia
Facility and at ARL would relocate to its technofagenter in Clarence, NY. The ARL portion of thisnsolidation project was
completed in the fourth quarter of 2006. The Cddiart-acility portion of this consolidation projegas completed in the third quarter of
2008.

During the fourth quarter of 2006, the Company clatggl a plan for consolidating its corporate ansliess unit organization
structure. A significant portion of the annual isgs from this initiative was reinvested into resdsand development activities and
business growth opportunities.

The total cost of these projects was $24.7 milliwhich was incurred from 2005 to 2008, and incluttedfollowing:

Severance and retenti- $7.4 million;

Production inefficiencies, moving and revalidat- $4.6 million;
Accelerated depreciation and asset v-offs - $1.1 million;
Personne- $8.4 million; anc

Other- $3.2 million.

Pooow

All categories of costs were considered to be exglenditures, except accelerated depreciation sset avrite-offs. All costs incurred
during the first quarter of 2008 were includedhe Greatbatch Medical business segment.

Accrued liabilities related to the 2005 & 2006 fagishutdowns and consolidations are comprisetheffollowing (in thousands):

Production
Severance inefficiencies
and moving and
retention revalidation Personnel Other Total
Balance, December 28, 20 $ 2,15C $ - $ - $ - % 2,15(
Restructuring charge 15¢ 42 184 27¢ 663
Cash payments (2,234 (42 (184) (278) (2,739
Balance, January 2, 20! $ 7 3% - $ - $ - $ 75
Restructuring charge - - - - -
Cash payments (45) - - - (45)
Balance, April 3, 2009 $ 3¢ $ - $ - $ - $ 30
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(b) 2007 & 2008 facility shutdowns and consolidations. In the first quarter of 2007, the Company annourtbatlit would close its
Electrochem manufacturing facility in Canton, MAdagonstruct a new 81,000 square foot replacemeiiityan Raynham, MA. This
initiative was not cost savings driven but capadityen for the Electrochem group and was complétate first quarter of 2009.

In the second quarter of 2007, the Company annalihzg it would consolidate its corporate officegilarence, NY into its existing
research and development center also in Clarenéaftér an expansion of that facility was compleTéis expansion and relocation w
completed in the third quarter of 2008.

During the second and third quarters of 2008, thm@any reorganized and consolidated various geanachhdministrative and research
and development functions throughout the orgardrati order to optimize those resources with th&rmsses it acquired in 2007 and
2008.

In the second half of 2008, the Company ceased faetwing at its facility in Suzhou, China, whictasvacquired from EAC, and closed
its leased manufacturing facility in Orchard Pail,, which was acquired from IntelliSensing, LLC.dditionally, the Company
consolidated its Saignelegier, Switzerland manufag facility, which was acquired from Precimetihe operations of these facilities
were relocated to existing facilities that had esceapacity. The facility in China is being usedgrocurement office.

In the fourth quarter of 2008, management of then@any approved a plan for the closure of its TeterpNew Jersey (Electrochem
manufacturing), Blaine, Minnesota (Vascular Acaessufacturing) and Exton, Pennsylvania (Orthopaediacporate office)
facilities. The operations at these facilitieslw# moved to other existing facilities with excespacity.

The above initiatives are expected to be completed the next nine months. The total cost foréHesility shutdowns and
consolidations is expected to be approximately Zivillion to $17.5 million, of which $10.8 milliohas been incurred through April 3,
2009. The major categories of costs include theviing:

Severance and retenti- $4.5 million to $5.5 million

Production inefficiencies, moving and revalidat- $3.0 million to $4.0 million
Accelerated depreciation and asset v-offs - $3.5 million to $4.0 million
Personne- $1.2 million to $1.5 million; an

Other- $2.0 million to $2.5 million

Pooow

All categories of costs are considered to be capbralitures, except accelerated depreciation aset agite-offs. For the first quarter of
2009, costs relating to these initiatives of $1iliom and $0.9 million were included in the Greatbth Medical and Electrochem busin
segments, respectively. All costs incurred duthmgfirst quarter of 2008 were included in the Hiechem business segment.
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Accrued liabilities related to the 2007 & 2008 fagishutdowns and consolidations are comprisetheffollowing (in thousands):

Production  Accelerated
Severance inefficiencies depreciation/

and and asset write-
retention revalidation offs Personnel Other Total
Balance, December 28, 20 $ 57C $ - 9 - $ - $ - % 57C
Restructuring charge 2,661 2,074 2,97¢ 82 552 8,34
Write-offs - - (2,97¢) - - (2,97¢)
Cash payments (2,637 (2,079 - (82 (552) (5,345
Balance, January 2, 20! $ 594 $ - 9 - $ - $ - $ 594
Restructuring charge 961 243 13€ 10z 45¢€ 1,89¢
Write-offs - - (13€) - - (13€)
Cash payments (30¢€) (243) - (103) (45€) (1,110
Balance, April 3, 2009 $ 1,247 $ - $ - $ - $ - $ 1,247

(c) Integration costs. During the first three months of 2009 and 2008,Gleenpany incurred costs related to the integraticthe
companies acquired in 2007 and 2008. The integratitiatives include the implementation of theaCle ERP system, training and
compliance with Company policies as well as thelemgntation of lean manufacturing and six sigmtatives. The expenses are
primarily for consultants, relocation and travestsothat will not be required after the integrasieme completed.

. INCOME TAXES

The income tax provision for interim periods isetatined using an estimate of the annual effecixedte, adjusted for discrete items, if
any, that are taken into account in the relevaribge Each quarter, the estimate of the annuakéffe tax rate is updated, and if the
estimated effective tax rate changes, a cumulatilygstment is made. There is a potential for Vdlabf the effective tax rate due to
several factors, including changes in the mix efphe-tax income and the jurisdictions to whictelates, business acquisitions,
settlements with taxing authorities, and foreigrrency fluctuations.

The effective tax rate for the first quarter of 90@as 31.5%. This is lower than the 35% U.S. faldgtatutory rate primarily as a resuli
anticipated earnings of foreign subsidiaries ojegan jurisdictions where the effective tax ragdawer than in the U.S. and the estim.
2009 federal research and development tax credit.

During the first quarter of 2009, the balance afewognized tax benefits decreased approximate® ®dlion to $4.9 million. Thisis a
result of favorable settlements with taxing auttiesi during the first quarter. Approximately $8¥lion of the balance of unrecognized
tax benefits would favorably impact the effectiaa tate (net of federal benefit on state issuésgcognized. It is reasonably possible
that a reduction in the range of $0.8 million tol$&illion of the balance of unrecognized tax bésehay occur within the next twelve
months as a result of potential settlements witintaauthorities and the lapse of applicable séstwf limitation.

During the first quarter of 2008, the balance afewognized tax benefits decreased approximately ®dlion as a result of a favorable
settlement with a state taxing authority. Thelegtént resulted in a cash refund of approximatélg $nillion, including interest.
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12. COMMITMENTS AND CONTINGENCIES

Litigation — The Company is a party to various legal actionsiragiin the normal course of business. While thenany does not
believe, except as indicated below, that the ulimasolution of any such pending actions will haveaterial adverse effect on its res
of operations, financial position or cash flowsightion is subject to inherent uncertaintiesarifunfavorable ruling were to occur, there
exists the possibility of a material adverse impac¢he period in which the ruling occurs.

As previously reported, on June 12, 2006, Enpattité, Inc. (“Enpath”), a subsidiary of the Compamas named as defendant in a
patent infringement action filed by Pressure Prislivedical Supplies, Inc. (“Pressure Productsvirich Pressure Products alleged that
Enpath’s FlowGuard™ valved introducer, which hasrben the market for more than four years, and trp¥&iaSeal™ prototype
introducer, which has not been sold, infringesmatain Pressure Products patents. After trialnafound that Enpath infringed the
Pressure Products patents, but not willfully, awdr@led damages in the amount of $1.1 million. Empas appealed the judgment to the
U.S. Court of Appeals for the Federal Circuit, andl arguments were heard before that tribunal pril 21, 2009. As a result of a post-
trial motion and pending the appeal, Enpath is jitéethto continue to sell FlowGuard™ provided tRapath pays into an escrow fund a
royalty of between $1.50 and $2.25 for each sabe BlbwGuard™ valved introducer. The amount aatasescrow during the first
quarter of 2009 was $0.6 million and $1.1 milliontotal as of April 3, 2009. The trial court haheduled a hearing for June 16, 2009 to
consider whether to continue to permit sales o8aard™ pending the decision on the appeal.

During 2002, a former non-medical customer commersgeaction alleging that Greatbatch had used j@i@py information of the
customer to develop certain products. Managemeigues the Company has meritorious defenses arigasously defending the
matter. The potential risk of loss is up to $1.iliom.

Product Warranties - The Company generally warrants that its produdlisneet customer specifications and will be ffemm defects in
materials and workmanship. The Company accruesitsiated exposure to warranty claims based upgent historical experience and
other specific information as it becomes available.

The change in aggregate product warranty liabititythe quarter ended April 3, 2009 is as followsthiousands):

Beginning balance at January 2, 2( $ 1,39¢
Additions to warranty resen 10z
Warranty claims paid ()
Ending balance at April 3, 2009 $ 1,42(
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Purchase Commitments — Contractual obligations for purchase of goodseawvices are defined as agreements that are eafdecand
legally binding on the Company and that specifysajhificant terms, including: fixed or minimum quéies to be purchased; fixed,
minimum or variable price provisions; and the apprate timing of the transaction. Our purchaseetsdre normally based on our
current manufacturing needs and are fulfilled by\e®ndors within short time horizons. We enteoiblanket orders with vendors that
have preferred pricing and terms, however thesersrare normally cancelable by us without penadtg.of April 3, 2009, the total
contractual obligation related to such expenditisegpproximately $15.6 million and will be finantby existing cash and cash
equivalents or cash generated from operationstbeenext twelve months. We also enter into cotdréar outsourced services; howey
the obligations under these contracts were nofifgignt and the contracts generally contain clawkesving for cancellation without
significant penalty.

Operating Leases - The Company is a party to various operating leageements for buildings, equipment and softwifaimum

future annual operating lease payments are $2l®mfbr the remainder of 2009; $2.2 million in Z3$1.9 million in 2011; $1.8 millio
in 2012; $1.7 million in 2013 and $3.0 million tkafter. The Company primarily leases buildingsicWlaccounts for the majority of the
future lease payments.

Foreign Currency Contracts - In December 2007, the Company entered into a fatwantract to purchase 80,000,000 CHF, at an
exchange rate of 1.1389 CHF per one U.S. dollaorder to partially fund the purchase price of PdMeal Holdings SA (“Precimed”),
which was payable in Swiss Francs. In January 20@8Company entered into an additional forwanetiaet to purchase 20,000,000
CHF at an exchange rate of 1.1156 per one U.Sardollhe Company entered into a similar foreigrhexge contract in January 2008 in
order to fund the purchase price of the DePuy Qudledics’ Chaumont, France facility (the “Chaumoatifty”), which was payable in
Euros. The net result of the above contracts, viviere settled upon the funding of the respectogpiitions, was a gain of $2.4 millic
$1.6 million of which was recorded in the first giga of 2008 as Other Income, Net.

In February 2009, the Company entered into a falweantract to purchase 10 million Mexican pesosnpenth from March 2009 to
December 2009 at an exchange rate of 14.85 pesamed).S. dollar. This contract was entered intorder to hedge the risk of peso-
denominated payments associated with the operadiothe Company’s Tijuana, Mexico facility. Thisntract was accounted for as a
cash flow hedge and had a fair value of $0.4 nmills of April 3, 2009, which is recorded within @tlAssets in the Condensed
Consolidated Balance Sheets. No portion of theghan fair value of the foreign currency contraditsing the first three months of 2C
was considered ineffective.
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13. EARNINGS PER SHARE
The following table reflects the calculation of lzasnd diluted earnings per share (in thousandsgbper share amounts):

Three months endec

April 3, March 28,
2009 2008

Numerator for basic earnings per sh:

Net income (loss $ 6,66 $ (4,44%)
Effect of dilutive securities

Interest expense on convertible notes and relatéired financing fees, net of tax 13C -
Numerator for diluted earnings (loss) per st $ 6,79¢ $ (4,445)
Denominator for basic earnings (loss) per sh

Weighted average shares outstant 22,81« 22,38t
Effect of dilutive securities

Convertible subordinated not 75€ -

Stock options and unvested restricted stock 32¢ -
Dilutive potential common shares 1,08t -
Denominator for diluted earnings per share 23,89¢ 22,38t
Basic earnings (loss) per share $ 0.2¢ $ 0.20)
Diluted earnings (loss) per share $ 0.2¢ $ 0.20)

The diluted weighted average share calculationsadénclude the following securities, which are ddutive to the EPS calculations:

Three months endec
April 3, March 28,

2009 2008
Time based stock options, restricted stockrestricted stock unit 1,510,001 2,218,00!
Performance based stock optic 510,00 276,00(
Convertible subordinated not - 1,296,00!

14. COMPREHENSIVE INCOME (LOSS)
The Company’s comprehensive income (loss) as regpamtthe Condensed Consolidated Statements ofa@mes and Comprehensive

Income (Loss) includes net income, foreign curremagslations gains (losses), unrealized gain lossts cash flow hedges and, for
2008, the net unrealized gain on short-term investsmavailable for sale, adjusted for any realg&ids/losses.
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The Company translates all assets and liabilitiéts doreign subsidiaries, where the U.S. dolkanot the functional currency, at the
period-end exchange rate and translates incomexgrehses at the average exchange rates in effiéctydine period. The net effect of
these translation adjustments is recorded in the@osed consolidated financial statements as cdrapsé/e income (loss). Translation
adjustments are not adjusted for income taxesegsriate to permanent investments in the Compédoyésgn subsidiaries.

The Company has designated its interest rate sarmp$oreign currency contracts - see Notes 6 andasZxash flow hedges under SFAS
No. 133. Accordingly, the effective portion of aclyange in the fair value of these instrumentgéerded in comprehensive income
(loss), net of tax, and reclassified into earnifigterest Expense — Swaps, Cost of Sales — Exaudlinortization of Intangible Assets —
FX Contract) in the same period or periods duritngclv the hedged transaction affects earnings. <Gain losses on the derivative
representing hedge ineffectiveness are recognizedrient earnings.

Accumulated other comprehensive loss is comprigéleofollowing (in thousands):

Defined Foreign
benefit currency
pension plan  Cash flow translation  Total pre-tax Net-of tax-

liability hedges adjustment amount Tax amount amount
Balance at January 2, 20 $ (2,519 $ (1,399 $ (22¢8) $ (4,135 $ 1,05¢ $ (3,07¢6)
Unrealized gain on cash flow hed - 40¢ - 40¢ (143) 26¢€
Foreign currency translation
adjustment - - (3,91%) (3,91%) - (3,91%)
Balance at April 3, 2009 $ (2,519 $ (985 $ (4,145 $ (7,649 $ 91€ $ (6,727)

15. BUSINESS SEGMENT, GEOGRAPHIC AND CONCENTRATION RISK INFORMATION

The Company operates its business in two reporsegments — Greatbatch Medical and ElectrochentiBotu(“Electrochem”). During
the first quarter of 2009, the Company rebrandethiiplantable Medical Component (“IMC”) segmenGagatbatch Medical. The
Greatbatch Medical segment designs and manufaatoreponents and devices for the CRM, Neuromodulati@scular Access and
Orthopaedic markets. Additionally, the Greatba#gdical business offers value-added assembly asigmengineering services for
products that incorporate Greatbatch Medical coraptm

Electrochem is a world leader in the design, mactufa and distribution of electrochemical cellstiéry packs and wireless sensors for
demanding applications in markets such as eneegyyriy, portable medical, environmental monitorarg more.

The Company defines segment income from operatisrsales less cost of sales including amortizatimhexpenses attributable to
segment-specific selling, general and administeatigsearch, development and engineering expearsgésther operating

expenses. Segment income also includes a portisormssegment specific selling, general and adriratise, and research, development
and engineering expenses based on allocations @gimto the expense categories. The remainiafjagated operating expenses are
primarily corporate headquarters and administrédtivetion expenses. The unallocated operatingresggealong with other income and
expense are not allocated to reportable segmé&mnésactions between the two segments are nofisemi. The 2008 results for the
Greatbatch Medical segment include $6.4 million 82 million of inventory step-up amortization dfR&D expense, respectively,
related to its 2007 and 2008 acquisitions.
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An analysis and reconciliation of the Compan@usiness segment information to the respectfeenmation in the condensed consolids
financial statements is as follows (in thousands):

Three months endec
April 3, March 28,

2009 2008
Sales:
Greatbatch Medice
CRM/Neuromodulatior $ 77267 $ 65,16¢
Vascular Acces 10,73t 9,567
Orthopaedic 34,08: 27,78¢
Total Greatbatch Medici 122,08: 102,51
Electrochem 17,73 19,63’
Total sales $ 139,81t $ 122,15
Segment income (loss) from operatio
Greatbatch Medic: $ 16,63t $ (1,229
Electrochem 1,39t 2,27¢
Total segment income from operatic 18,03: 1,05:
Unallocated operating expenses (3,234 (5,199
Operating income (loss) as repor 14,79¢ (4,140
Unallocated other expense (5,077 (3,225
Income (loss) before provision (benefit) -
income taxes as reported $ 9,72¢ $ (7,369

Sales by geographic area are presented in thevialiptable by allocating sales from external custosrbased on where the products are
shipped to (in thousands):

Three months endec
April 3, March 28,

2009 2008
Sales by geographic are
United State: $ 71,22 $ 63,17
Non-Domestic locations
France 19,70« 13,49¢
United Kingdom 15,37: 15,39«
Puerto Ricc 15,31¢ 12,49¢
Rest of world 18,20: 17,59
Consolidated sales $ 139,81 $ 122,15:
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Long-lived tangible assets by geographic area aifelbbws:

As of
April 3, January 2,
2009 2009
Long-lived tangible asset:
United State: $ 141,33 $ 141,73
Non-Domestic locations 39,54¢ 42,11¢
Consolidated long-lived assets $ 180,88: $ 183,85.

Four customers accounted for a significant portibthe Company’s sales as follows:

Three months endec
April 3, March 28,

2009 2008
Customer A 21% 18%
Customer E 15% 14%
Customer C 12% 10%
Customer D 11% 13%

Total 59% 55%

Concentration of Credit Risk - Included in accounts receivable as of April 3020 a $14.3 million value added tax (“VAT") recable
with the French government related to inventorychases for the Chaumont Facility. Subsequenta@fid of the first quarter, the
Company received approval for the payment of $61dom of this receivable, which is expected todmlected in the second quarter of
2009. The remaining balance of this receivableis subject to the normal VAT payment cycle, geltyg@0 — 60 days after filing the
claim. This receivable is denominated in Eurosiarglibject to foreign currency risk, which coutdaterial.

. IMPACT OF RECENTLY ISSUED ACCOUNTING STANDARDS

In December 2008, the FASB issued FSP No. FAS 132(REmployers' Disclosures about Postretirement Bedéih Assets .” This
FSP provides guidance on disclosures about platisastdefined benefit pension or other postretéenplans and requires more
transparency about the assets held by retiremantaid the concentrations of risk in those plartss FSP is effective for fiscal years
beginning after December 15, 2009. Accordinglg, @ompany will make the disclosures required by B8P beginning in fiscal year
2010.
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ITEM 2. MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

Our Business

Greatbatch, Inc. is a leading developer and matwriacof critical products used in medical devitasthe cardiac rhythm management
(“CRM"), neuromodulation, vascular, orthopaedic ametrventional radiology markets. Additionallyréatbatch, Inc. is a world leader in the
design, manufacture and distribution of electrociafrcells, battery packs and wireless sensorddonanding applications in markets sucl
energy, security, portable medical, environmentahitoring and more. When used in this report,téims “we,” “us,” “our” and the
“Company” mean Greatbatch, Inc. and its subsidiari/e believe that our proprietary technologyseloustomer relationships, multiple
product offerings, market leadership and dedicatoquality provide us with competitive advantages create a barrier to entry for potential
market entrants.

We operate our business in two reportable segme@teatbatch Medical and Electrochem Solutionsg¢Ebchem”). During the first
quarter of 2009, we rebranded our Implantable Me#diommponent (“IMC”) segment as Greatbatch Mediddie Greatbatch Medical
segment designs and manufactures components aiwgsléor the CRM, Neuromodulation, Vascular Accaisd Orthopaedic markets. Thi
include batteries, capacitors, filtered feedthraygingineered components and enclosures used laritaple Medical Devices (“IMDs”) and
more recently hip and knee replacement, traumapimé as well as hip and shoulder implants anddiizers, catheters, implantable
stimulation leads and microcomponents. Additigndte Greatbatch Medical business offers valueeddssembly and design engineering
services for products that incorporate Greatbatelibhl components.

Electrochem is a world leader in the design, mactufa and distribution of electrochemical cellstiéry packs and wireless sensors for
demanding applications in markets such as eneegyyriy, portable medical, environmental monitorarg more.

Our Customers

Our Greatbatch Medical customers include leadingi@al Equipment Manufacturers (“OEM™) alphabetical order here and throughout
report, such as Biotronik, Boston Scientific, DePlighnson & Johnson, Medtronic, Smith & Nephew,3bein Group, St. Jude Medical,
Stryker and Zimmer Holdings, Inc. The nature axtéet of our selling relationships with each Greath Medical customer are different in
terms of breadth of products purchased, purchasstupt volumes, length of contractual commitmendeoing patterns, inventory
management and selling prices. During the firstrtgr of 2009, Boston Scientific, Johnson & Johndéedtronic and St. Jude Medical
collectively accounted for 59% of our total sales.

Our Electrochem customers are primarily compamesaarkets such as energy, security, portable meeainchenvironmental monitoring
including Halliburton Company, Weatherford Inteinatl, General Electric, Thales, Zoll Medical Coand Scripps Institution of
Oceanography.

Financial Overview

Consolidated sales in the first quarter of 2009en&t39.8 million, an increase of 14% over the caripla 2008 period. This growth w
driven by CRM and Neuromodulation revenue and #weht of a full quarter of Orthopaedic operatid¢fi8 million) as compared to the fi
quarter 2008. Partially offsetting these increasese lower Electrochem revenue due to a dmmn in the energy markets ¢
approximately $3 million of foreign currency impacoh our Orthopaedic sales. Organic constant cuyrggowth for the quarter w
approximately 10%. Our revenue is significantlypamted each quarter due to the timing of varioustarner product launches, shifts
customer market share, customer inventory managenigatives as well as marketplace field actions.
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Operating income increased to $14.8 million forfing quarter of 2009 compared to a loss of $4illian for the first quarter of

2008. Operating income for the first quarter 0d2@ncluded $2.8 million of acquisition related oies, consolidation costs and integration
expenses compared to $1.0 million for the sameogeén 2008. We have initiated various consolidaifiatiatives aimed at streamlining our
operations and improving operating profitabiliffhe progress made on these initiatives can belse#re improvement in operating margin
since the first quarter of 2008.

As of the end of the first quarter of 2009, casld aash equivalents totaled $15.1 million. Thesed$ualong with the cash generated f
operations and the $104 million available under lne of credit are sufficient to meet our opergtiand investment activities for |
foreseeable future, including the cash expenditueésting to our consolidation initiatives. Duritige first quarter of 2009, we repaid
million of our longterm debt as, consistent with our expectationd) dasvs from operations for the first quarter of080were approximate
break-even due to a one-time contractual raw natenentory purchase related to the acquisitionwfChaumont France facility.

Our CEQ'’s View

This was another solid quarter for Greatbatch, ag@ntinued the momentum with which we finished@0Qur revenue growth was driven
by our Greatbatch Medical division, and is a restithe progress we have made on our strategicgddie integration of our acquisitions
continues to benefit the Company, including higirawth in new markets and cross selling opportasiticross a broader customer

base. Additionally, we launched a new brandingiative to unify our existing businesses under migmn vision and consolidated our
medical entities under a single brand — “Greatbaeldical.”

While we certainly are not immune to the impacth# strained economic environment, particularlg@denced by the pressure on our
Electrochem business, our performance demonstitegesiccess of our balanced approach to divergifyur revenue base, continuously
generating value through operating performance éwvgments, and delivering innovative new productsuiocustomers.

Product Development
Currently, we are developing a series of new prtsdfar customer applications in the CRM/Neuromotiafa Vascular Access, Orthopaedic
and commercial power markets. Some of the keyldpugent initiatives include:

Continue the evolution of our Q series high ratb laatteries

Continue development of MRI compatible compone

Continue development of higher energy/higher dgrsipacitors
Integrate Biomimetic coating technology with therajelivery devices
Complete design of next generation steerable ety

Further minimally invasive surgical techniques dothopaedics industn
Develop disposable instrumentatic

Provide wireless sensing solutions to Electrochastamers; an
Develop a charging platform for commercial secopasdfering.

CoNoOAWONE

Approximately $2.3 million of the BIOMEC, Inc. (“BIMEC”) acquisition purchase price in April 2007 walkcated to the estimated fair
value of acquired in-process research and develop(i®R&D"”) projects that had not yet reached teslogical feasibility and had no
alternative future use as of the acquisition ddtee value assigned to IPR&D relates to projeds ithcorporate BIOMEC's novel-polymer
coating (biomimetic) technology that mimics thefaoe of endothelial cells of blood vessels. Areagnent was reached in 2008 with an
OEM partner to provide coating material and sewviwe their catheter products. The 510(k) appilicatvas submitted to the Food and Drug
Administration (“FDA”") and we received clearancentarket this product during the first quarter 0020 There have been no significant
changes from our original estimates with regarthése projects.
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Approximately $13.8 million of the Enpath Medichic. (“Enpath”)acquisition purchase price in June 2007 was akatad the estimated f:
value of acquired IPR&D projects that had not wetched technological feasibility and had no altitvaduture use. These projects primarily
represent the next generation of introducer anlgetat products already being sold by Enpath whicbriporate new enhancements and
customer modifications. One introducer project \easched near the end of 2008. We expect to canially launch the other introducer
products under development in 2009 which will replaxisting products. These introducer projectmimed have been delayed due to timing

of customer adoption and transition and technidéitdities of some of the projects. Additionallfyture sales from our viaSel! introducel
project have been enjoined due to litigation (Sg&dation”). The catheter IPR&D project, to whiehportion of the Enpath purchase price
was allocated, has been put on hold indefinitelgroter to allocate resources to other projectssétdelays in introducer and catheter pro
are not expected to have a material impact onerults of operations.

Approximately $2.2 million of the P Medical Holdir8A (“Precimed”) acquisition purchase price was@dlted to the preliminary estimated
fair value of acquired IPR&D projects that had yet reached technological feasibility and had rteraative future use. The value assigned
to IPR&D related to Reamer, Instrument Kit, LockiAtate and Cutting Guide projects. These projegtsarily represent the next generation
of products already being sold by Precimed whicwiporate new enhancements and customer modifisatid/e commercially launched a
portion of these products in 2008 and expect tadhwthers in 2009. Several of the other orthojggeajects acquired have been delayed
and two have been cancelled due to the timing sforner adoption, technical difficulties, inability meet margin goals and feasibility
assessments. These changes are not expecteceta heaterial impact on operating income as thegjeqis have lower margins associated
with them.

Cost Savings and Consolidation Efforts

From 2005 to 2008, we recorded charges in othetatipng expenses related to our ongoing cost sadngsconsolidation efforts. Additional
information is set forth in Note 10 — “Other OpéngtExpense” of the Notes to the Condensed CoreselilFinancial Statements contained in
this report.

2005 & 2006 facility shutdowns and consolidations - Beginning in the first quarter of 2005 and endimghe second quarter of 2006 we
consolidated our medical capacitor manufacturingragions in Cheektowaga, NY, and our implantablédios battery manufacturing
operations in Clarence, NY, into our advanced paeeirce manufacturing facility in Alden, NY (“Alddracility”). We also consolidated o
capacitor research, development and engineeringtipes from our Cheektowaga, NY facility into dachnology center in Clarence, NY.

In the first quarter of 2005, we announced ourritite close our Carson City, NV facility and coridate the work performed at that facility
into our Tijuana, Mexico facility. That consolidat project was completed in the third quarter @2

In the fourth quarter of 2005, we announced owerinto close our Columbia, MD facility (“Columbiaéility”) and Fremont, CA Advanced
Research Laboratory (“ARL”). We also announced tha manufacturing operations at our Columbia lEgevould be moved into our
Tijuana Facility and that the research, developraedtengineering and product development funct@bmair Columbia Facility and at ARL
would relocate to our technology center in Clareté. The ARL portion of this consolidation projegas completed in the fourth quartel
2006. The Columbia Facility portion of this coridation project was completed in the third quacie2008.
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During the fourth quarter of 2006, we completedaafor consolidating our corporate and businessarganization structure. A significant
portion of the annual savings from this initiatiwas reinvested into research and development geth\and business growth opportunities.

The total cost of these projects was $24.7 milliwhich was incurred from 2005 to 2008, and incluttedfollowing:

Severance and retenti- $7.4 million;

Production inefficiencies, moving and revalidat- $4.6 million;
Accelerated depreciation and asset v-offs - $1.1 million;
Personne- $8.4 million; anc

Other- $3.2 million.

Pooow

All categories of costs were considered to be eaglenditures, except accelerated depreciation seet arite-offs. All costs incurred during
the first quarter of 2008 were included in the @vatch Medical business segment.

2007 & 2008 facility shutdowns and consolidations - In the first quarter of 2007, we announced thatweuld close our Electrochem
manufacturing facility in Canton, MA and constrachew 81,000 square foot replacement facility igrlt@am, MA. This initiative was not
cost savings driven but capacity driven for thecEtechem group and was completed in the first gquant 2009.

In the second quarter of 2007, we announced thatewgd consolidate our corporate offices in ClargrdY into our existing research and
development center also in Clarence, NY after graegion of that facility was complete. This expansand relocation was completed in the
third quarter of 2008.

During the second and third quarters of 2008, weganized and consolidated various general andrastmsitive and research and
development functions throughout the organizatioarider to optimize those resources with the bssiee we acquired in 2007 and 2008.

In the second half of 2008, we ceased manufactatmgrr facility in Suzhou, China, which was acqdifrom Engineered Assemblies
Corporation, and closed our leased manufacturiajtiain Orchard Park, NY, which was acquired fromelliSensing LLC. Additionally,
we consolidated our Saignelegier, Switzerland mactufing facility, which was acquired from Precimebhe operations of these facilities
were relocated to existing facilities that had esceapacity. The facility in China is being usedigrocurement office.

In the fourth quarter of 2008, we approved a ptarttie closure of our Teterboro, New Jersey (Eb@ttem manufacturing), Blaine,
Minnesota (Vascular Access manufacturing) and Exe@mnsylvania (Orthopaedics corporate office)litees. The operations at these
facilities will be moved to other existing faciBt with excess capacity.

The above initiatives are expected to be completed the next nine months. The total cost foréHesility shutdowns and consolidations is
expected to be approximately $14.2 million to $1miBion, of which $10.8 million has been incurrédough April 3, 2009.

The major categories of costs include the following

Severance and retenti- $4.5 million to $5.5 million

Production inefficiencies, moving and revalidat- $3.0 million to $4.0 million
Accelerated depreciation and asset v-offs - $3.5 million to $4.0 million
Personne- $1.2 million to $1.5 million; an

Other- $2.0 million to $2.5 million

Pooow
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All categories of costs are considered to be capbraditures, except accelerated depreciation aset agite-offs. For the first quarter of
2009, costs relating to these initiatives of $1iliom and $0.9 million were included in the Greatbh Medical and Electrochem business
segments, respectively. All costs incurred duthegfirst quarter of 2008 were included in the Eiechem business segment.

Our Financial Results

We utilize a fifty-two, fifty-three week fiscal yeanding on the Friday nearest December 31st.5FEaveek years, each quarter contains 13
weeks. The first quarter of 2009 and 2008 endedpil 3, and March 28, respectively. The commenthaat follows should be read in
conjunction with our Condensed Consolidated Firer8fatements and related notes and with the Manages Discussion and Analysis of
Financial Condition and Results of Operations cioethin our Form 10-K for the fiscal year endedusay 2, 2009.

During the first quarter of 2009, we were requite@dopt Financial Accounting Standards Board (“BASStaff Position (“FSP”) APB 14-1,
“Accounting for Convertible Debt Instruments thaavbe Settled in Cash Upon Conversion (IncludingiBlaCash Settlement).” This FSP
requires issuers of convertible debt instrumerdas iy be settled in cash upon conversion, sutireaS8ompany’s CSN Il as described in
Note 6 to the Condensed Consolidated Financiak®tants contained in this report, to separatelyatcior the liability and equit
components of those instruments in a manner tHhateflect the entity’s nonconvertible debt borrogirate when interest cost is recognized
in subsequent periods. This FSP requires retrtispaestatement for all prior periods presentefinancial statements. Accordingly, the
2008 Condensed Consolidated Financial Statemeesepted in this report have been retroactivelysaéguto reflect the accounting for FSP
APB 14-1 as if it were in effect as of the date ABiNas originally issued. See Note 2 to the Carsdel Consolidated Financial Statements.
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Three months endec

April 3, March 28, $

In thousands, except per share ¢ 2009 2008 Change Change
Greatbatch Medice

CRM/Neuromodulatior $ 77,267 $ 65,16¢ $ 12,10: 19%

Vascular Acces 10,73: 9,56 1,16¢ 12%

Orthopaedic 34,08: 27,78t 6,297 23%

Total Greatbatch Medici 122,08: 102,51° 19,56¢ 19%

Electrochem 17,73t 19,631 (1,902 -10%
Total sales 139,81¢ 122,15: 17,66¢ 14%
Cost of sale- excluding amortization of intangible ass 93,954 93,74¢ 20¢ 0%
Cost of sales - amortization of intangible assets 1,70C 1,71C (10) -1%
Total Cost of Sale 95,65¢ 95,45¢ 19¢ 0%
Cost of sales as a % of sa 68.4% 78.1% -9.7%
Selling, general, and administrative expenses (SE 18,68 18,341 34C 2%
SG&A as a % of sale 13.4% 15.0% -1.6%
Research, development and engineering costs, D&ER 7,87¢ 9,22¢ (1,349 -15%
RD&E as a % of sale 5.6% 7.6% -2.0%
Other operating expense, net 2,80z 3,26¢ (46E) -14%
Operating income (los! 14,79¢ (4,140 18,93¢ N/A
Operating margir 10.6% -3.4% 14.0%
Interest expens 4,88¢ 5,07¢ (189 -4%
Interest incom (25) (39€) 371 94%
Other (income) expense, r 207 (1,457 1,66¢ N/A
Provision (benefit) for income tax 3,06¢ (2,920 5,98¢ N/A
Effective tax rate 31.5% 39.6% -8.2%
Net income (loss $ 6,66/ $ (4,445 $ 11,10¢ N/A
Net margin 4.8% -3.6% 8.4%
Diluted earnings (loss) per shz $ 026 % (0.20 $ 0.4¢ N/A

-32-




Sales

Greatbatch Medical - The nature and extent of our selling relationshithvwach OEM customer is different in terms of camgnt products
purchased, selling prices, product volumes, ordepiiterns and inventory management. We havengresirangements with our customers
that at times do not specify minimum order quagsiti Our visibility to customer ordering patterea®ver a relatively short period of

time. Our customers may have inventory managepregrams and alternate supply arrangements of wischre unaware. Additionally,
the relative market share among the OEM manufactteanges periodically. Consequently, these #mek dactors can significantly impact
our sales in any given period.

Our customers may initiate field actions with retfte market-released products. These actionsinthyde product recalls or
communications with a significant number of phyaits about a product or labeling issue. The scbpaah actions can range from very
minor issues affecting a small number of units twrersignificant actions. There are a number abfac both short-term and long-term,
related to these field actions that may impactresults. In the shoterm, if a product has to be replaced, or custamantory levels have 1
be restored, component demand will increase. Alsanging customer order patterns due to markee fHfts or accelerated device
replacements may also have a positive or negatipact on our sales results in the near-term. Thase factors may have longer-term
implications as well. Customer inventory levelsynidtimately have to be rebalanced to match demand.

Greatbatch Medical sales increased 19% for thedirarter of 2009 when compared to the same pefi@d08. This growth was driven by
CRM and Neuromodulation revenue and the benefitfoll quarter of Orthopaedic operations ($8 milli@s compared to the first quarter
2008. Offsetting that increase was approximat8&lyrillion of foreign currency impact on our Ortheplic sales. Greatbatch Medical orge
constant currency growth for the quarter was apprately 13%.

CRM and Neuromodulation revenue of $77.3 milliontfte quarter increased 19% over the prior yedne first quarter’s results benefited
from strong feedthrough, coated component and rakbdattery revenue partially offset by lower caparcsales. CRM revenue is
significantly impacted each quarter due to thengmnif various customer product launches, shiftsustomer market share, customer
inventory management initiatives as well as markegpfield actions. Additionally, CRM revenueisgacted by the overall market growth
for implantable devices. Given the current madatditions we anticipate that our customers wititgmue to aggressively manage inventory
levels for the remainder of 2009. We continuowstyk with our customers to provide them cost effextechnological advances to enable
them to bring solutions to market, which ultimatdiyves our revenue growth.

First quarter revenues for the Vascular Accessymrblihe were $10.7 million, compared to the psiear quarter revenues of $9.6
million. This increase was primarily due to higlsaies of introducer products due to customer itorgrbuilds, which may impact revenues
for the remainder of the year, partially offsetloyer catheter revenue.

Orthopaedic product line revenues were $34.1 milia the quarter compared to $27.8 million fosfiquarter 2008. First quarter year over
year comparisons for Orthopaedic sales includédémefit of a full quarter of revenues from the dsifions completed during the first quar

of 2008 of approximately $8 million, partially offsby foreign currency exchange rate fluctuatiohspproximately $3 million and the effect

of current market conditions. Orthopaedic salaindithe first three quarters of 2008 benefitedrfrime release of excess backlog that was or
hand at the time of the Precimed acquisition, wiiak since been fulfilled.
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Electrochem -We have pricing arrangements with our customersrtizeny times do not specify minimum quantities.r @sibility to
customer ordering patterns is over a relativelyrisperiod of time.

First quarter 2009 sales for the Electrochem bssisegment were $17.7 million, compared to $19l6omin the first quarter of 2008. The
decrease in sales was a result of current marketittons, which caused customers to reduce invgréwels and push back projects,
primarily in our energy markets. We continue ttwady manage our business so that we will be bstiéed to meet the needs of our
customers once the markets recover.

2009 Sales Outlook We continue to expect our full year 2009 sales béliin the range of $550 million to $600 milliomhis revenue
projection assumes that we will continue to grostdathan our underlying market by leveraging duedified revenue base and our strength
in the development and manufacturing of customreldyies for our customers. These growth projestimay be impacted by a variety of
factors including a softening in the orthopaedid aommercial energy markets, potential delayseetete surgeries, the current financial
market unrest, changes in exchange rates and chantiee health care reimbursement policies. Withe markets we serve, the orthopaedic
market represents the least predictable marketaltie elective nature of many of the surgeries@odedures in which our products are
used.

Cost of sales
Changes from the prior year to cost of sales areeptage of sales were primarily due to the falhouw

Three months ende

April 3, 2009
Inventory step-up amortizatidf -5.3%
Lower excess capacifg’) -3.7%
Foreign currenC)(F) -0.5%
Other -0.2%
Total percentage point change to cost of salesp@scntage of sales -9.7%

(&) In connection with our acquisitions in the firstagter of 2008 and fourth quarter of 2007, the valimventory on hand was stepped-up
to reflect the fair value at the time of acquisitiolThe amortization of inventory step-up, whichésorded as Cost of Sales — Excluding
Intangible Amortization, was $6.4 million. As dfet end of the first quarter of 2008, there wasdditeonal inventory step-up remaining
to be amortizec

(b) This decrease in cost of sales as a percent of safgimarily due to lower excess capacity assaltef higher production of Greatbatch
Medical products (mainly coated components andtfeedghs), which absorbed a higher amount of fisests such as plant overhead
and depreciation. Additionally, our cost of sghescentage benefited from our plant consolidatiorZ008, which further reduced our
excess capacit

(c) Due to the volatility in the markets, during thesfiquarter of 2009 the value of the U.S. dolleersgthened significantly in comparison to
the Mexican Peso. This foreign currency exchaage ftuctuation resulted in a lower cost of sakea percentage of sales at our Tijuana
Mexico facility which has Peso denominated expemhsgsales which are in U.S. Dollars. The Compstmyuld continue to realize this
benefit for the remainder of 2009 as a result efMexican Peso foreign currency contract enteredimFebruary 2009. See Note 12 —
“Commitments and Contingencies” of the Notes toGlomdensed Consolidated Financial StatementssriFtim 10-Q for additional
information about our foreign currency contra

We expect our cost of sales as a percentage of watkecrease over the next several years aslagésur “Lean” initiatives and continued

consolidation efforts. Additionally, in the longrm new product introductions resulting from catreesearch and development efforts will
help drive margin expansion.
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SG& A expenses
Changes from the prior year to SG&A expenses weeetd the following (in thousands):

Three months ende:

April 3, 2009
Litigation fees® $ (62€)
Rebranding initiative® 25E
Personnel costd 63t
Other 76
Net increase in SG&A $ 34C

(&) Amount represents decreased costs incurred in ctionewith a patent infringement action which wamtrial in 2008- see”Litigation.”

(b) During the first quarter of 2009, we launched a teanding initiative to unify our existing businessunder a common vision and
consolidated our medical entities under a singtmth— “Greatbatch Medical.” These increased qmstsarily relate to consulting costs
and the replacement of collateral material in catina with this new branding initiativi

(c) Amount represents costs associated with employei imereases as well as increased sales and nragketadcount, as we invested in
our sales force in order to drive future revenueagh.

SG&A expenses as a percentage of sales decreaB@dxhgig points to 13.4% compared to the first gqua®08. This improvement reflects
the various cost cutting and integration initiativeiplemented over the last twelve months and ffarte to leverage our current operations.

RD& E expenses
Net RD&E costs are as follows (in thousant

Three months ended
April 3, March 28,

2009 2008
Research and development costs $ 4,501 $ 5,44
Engineering cost 5,95¢ 5,917
Less cost reimbursements (2,582 (2,139
Engineering costs, net 3,37¢ 3,77¢

Total research and development and engineering,cost $ 7,878 $§ 9,22/

The decrease in total RD&E costs for the first tgranf 2009 was primarily a result of the realigmmnef these functions in the second quarter
of 2008. Reimbursement on product developmeneptsjis dependent upon the timing of the achievéwwfemilestones and are netted
against gross spending. We expect RD&E to incraasepercentage of sales for the remainder of 28@% continue to invest resources in
the development of new technologies in order tavig®solutions to our customers and ultimately @iiong-term growth.
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Other Operating Expense

Acquired IPR&D - Approximately $2.2 million of the Precimed purcéasice represents the estimated fair value of IPRgojects
acquired. These projects had not yet reached odmtjical feasibility and had no alternative futuise as of the acquisition date, thus were
immediately expensed on the date of acquisition.

The remaining other operating expenses are congpoisthe following costs (in thousands):

Three months ended
April 3, March 28,

2009 2008
(a) 2005 & 2006 facility shutdowns and consolidasi $ - $ 224
(a) 2007 & 2008 facility shutdowns and consolidas 1,89¢ 10€
(b) Integration cost 863 66(
Asset dispositions and other 41 38

() Refer to the “Cost Savings and Consolidation Effbdiscussion for disclosure related to the timamgl level of remaining expenditures
for these items as of April 3, 20C

(b) For the first quarter of 2009 and 2008, we incuests related to the integration of the compaadegiired in 2007 and 2008. The
integration initiatives include the implementatioithe Oracle ERP system, training and complianite policies as well as the
implementation of lean manufacturing and six signitéatives. The expenses are primarily for cotesutls, relocation and travel costs
will not be required after the integrations are pteted.

In 2009, consolidation and integration expense&apected to be approximately $10 million to $18iom.

I nterest expense and interest income

Interest expense and interest income for thedusiter of 2009 decreased in comparison to the gemed of 2008 primarily due to lower
rates paid/earned on the outstanding balancedirgsfriom the lower interest rate environment i2@ompared to 2008, as well as lower
outstanding principal balances on our investmeoirséies. We expect interest expense to gradwbline as we use excess cash flow from

operations to pay down long-term debt.

Other (income) expense, net

Gain on foreign currency contractin December 2007, we entered into a forward @mtio purchase 80,000,000 Swiss Francs (“CHF”), at
an exchange rate of 1.1389 CHF per one U.S. daflarder to partially fund our acquisition of Pireed, which was payable in Swiss
Francs. In January 2008, we entered into an additiforward contract to purchase 20,000,000 CH&nhatxchange rate of 1.1156 per one
U.S. dollar. We entered into a similar foreign leege contract in January 2008 in order to fundagqguisition of DePuy Orthopaedics’
Chaumont, France facility (the “Chaumont Facilityhich was payable in Euros. The net result efahove transactions was a gain of $2.4
million, $1.6 million of which was recorded in tfiest quarter of 2008 as Other Income, Net.
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Provision (benefit) for income taxes

The effective tax rate for the first quarter of 90@as 31.5% compared to 39.6% for the first quart®008. The 2009 first quarter effective
tax rate is less than the U.S. federal statutawy aa it includes the favorable impact of the Swagsholiday and federal research and
development tax credit. The 2008 first quartee&tif/e tax rate exceeds the U.S. federal statuttigyas it included the impact of $2.2 million
of acquired IPR&D written off in connection withghPrecimed acquisition which was not deductibledarpurposes. Additionally, the 2008
first quarter effective tax rate is higher due tpieation of the federal research and developmenttedit at the end of 2007 which was not
reinstated until the fourth quarter of 2008. Weexnt our effective tax rate (excluding discretengg to be approximately 32% for 2009.

Liquidity and Capital Resources

April 3, January 2,

(Dollars in millions) 2009 2009

Cash and cash equivaleffts $ 1518 22.1
Working capital® $ 162.6$ 142:
Current ratid® 3.1:1.0 2510

(&) Cash and cash equivalents decreased primarilyadnerimal capital expenditures as well as cash paggrie connection with our
compensation programs accrued in 2(

(b) Our working capital and current ratio increasedamparison to year-end amounts as cash flow froematipns during the quarter were
used to fund working capital accounts (i.e. incesaa receivables and inventory, decreases in ats@ayable and accrued expenses)
and due to the timing of payments. We anticipatekimg off these excess capital account levels tivemnext several quarte

Revolving Line of Credit - We have a senior credit facility (the “Credit Faglil) consisting of a $235 million revolving linef aredit, which

can be increased to $335 million upon our requé&bke Credit Facility also contains a $15 milliottde of credit subfacility and a $15 million
swingline subfacility. The Credit Facility is s&ed by our non-realty assets including cash, adsoamd notes receivable, and inventories,
and has an expiration date of May 22, 2012 withertime option to extend to April 1, 2013 if no delt has occurred. Interest rates under
the Credit Facility are, at our option, based ugiencurrent prime rate or the LIBOR rate plus agimathat varies with our leverage ratio. If
interest is paid based upon the prime rate, thécatbe margin is between minus 1.25% and 0.0084ntérest is paid based upon the LIBOR
rate, the applicable margin is between 1.00% ad@%. We are required to pay a commitment fee betv@e125% and 0.250% per annun
the unused portion of the Credit Facility basedonleverage ratio.

The Credit Facility contains limitations on theime@nce of indebtedness, limitations on the inewreeof liens and licensing of intellectual
property, limitations on investments and restritsion certain payments. Except to the extentfoaidy common equity of Greatbatch or
paid for out of cash on hand, the Credit Facilityils the amount paid for acquisitions in totaBtb00 million. The restrictions on payments,
among other things, limit repurchases of our stock60 million and limits the ability of the Compato make cash payments upon
conversion of CSN II. These limitations can bewediupon the Company’s request and approval ahalsimajority of the lenders.

The Credit Facility also requires us to maintanat#o of adjusted EBITDA, as defined in the crediteement, to interest expense of at least
3.00 to 1.00, and a total leverage ratio, as ddfinghe credit agreement, of not greater than 80000 from May 22, 2007 through
September 29, 2009 and not greater than 4.50 ffoth September 30, 2009 and thereafter. As afl 8p2009, we are in compliance with
the required covenants.
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The Credit Facility contains customary events dadk. Upon the occurrence and during the conticeaof an event of default, a majority of
the lenders may declare the outstanding advanckalbother obligations under the Credit Facilitymediately due and payable.

The weighted average interest rate on borrowingeuaur revolving line of credit as of April 3, 2BQvhich does not include the impact of
the interest rate swaps described below, was 2IA%rest rates reset based upon the six-montHL(#llion), three-month ($2 million), two-
month ($13 million) and one-month ($5 million) LIBOrate.

As of April 3, 2009, we had $104 million availahlader our revolving line of credit. Based upon ourent capital needs, we anticipate
utilizing free cash flow (cash flow from operatidiess capital expenditures) to make principal paymen our revolving line of credit. As of
April 3, 2009, we have outstanding $30.5 million2025% convertible subordinated notes due 2013¢hvbdntain a put option exercisable on
June 15, 2010. We believe that our cash flow foparations, as well as availability under our emgstine of credit will be sufficient to fund
the repayment of these notes if put to us. Theaneimg $197.8 million of convertible subordinatentes are not due until 2013 and do not
have a put option.

Operating activities - Net cash flows from operating activities for thesfiquarter of 2009 were $0.06 million, as net mecexcluding non-
cash items (i.e. depreciation, amortization, stbaked compensation, non-cash gains/losses) wasaised! working capital accounts (i.e.
increases in receivables and inventory, decreasasciounts payable and accrued expenses) and theetiming of payments. We anticipate
working off these excess capital account levels tive next several quarters which will generatedased cash flow from operations.

We anticipate that cash flow from operations wdlgufficient to meet our operating, capital exptndiand debt service needs, other than for
any potential acquisitions. Included in accoueteivable as of April 3, 2009 is a $14.3 milliodueadded tax (“VAT") receivable with the
French government related to inventory purchaseth®oChaumont Facility. Subsequent to the entti®first quarter, we received approval
for the payment of $6.4 million of this receivablehich is expected to be collected in the secorattquof 2009. The remaining balance of
this receivable is now subject to the normal VATYipant cycle, generally 30 — 60 days after filing tiaim. This receivable is denominated
in Euros and is subject to foreign currency riskjcl could be material.

Investing activities - Net cash used in investing activities for the fgeairter of 2009 were $5.2 million and was prinyardlated to routine
capital expenditures.

Our current expectation for the remainder of 2G08hat capital spending will be in the range of $fiion to $35 million, of which
approximately half is discretionary in nature. $@eurchases relate to routine investments to suppointernal growth and maintain our
technology leadership. We anticipate cash flownfiaperations will be sufficient to fund these capéxpenditures. We regularly engage in
discussions relating to potential acquisitions.ingdorward, we will continue to consider strategig targeted and opportunistic acquisitions.

Financing activities - Cash flow used for financing activities for thesfiquarter of 2009 primarily related to $1.0 mitlioet repayment of
longterm borrowings on our revolving line of credit. eWontinually assess our financing facilities aagital structure to ensure liquidity a
capital levels are sufficient to meet our strategectives. In the future, we may adjust our t@structure in order to maximize our funding
and as funding opportunities present themselvescQuent expectation is that we will use exceshdbow from operations to fund routine
capital expenditures and pay down long-term debt.
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Capital Structure - At April 3, 2009, our capital structure consistddb@28.2 million of convertible subordinated not$%31.0 million of debt
under our revolving line of credit and 23.2 millishares of common stock outstanding. Additionaillg,had $15.1 million in cash and cash
equivalents which is sufficient to meet our sherst operating cash needs. If necessary, we haesato $104 million under our available
line of credit and are authorized to issue 100iamilshares of common stock and 100 million shafgseferred stock. The market value of
our outstanding common stock since our initial pubffering has exceeded our book value; accorginge believe that if needed we can
access public markets to raise additional capifair capital structure allows us to support ouerinal growth and provides liquidity for
corporate development initiatives.

Off-Balance Sheet Arrangements
We have no off-balance sheet arrangements witleimbaning of Item 303(a)(4) of Regulation S-K.

Contractual Obligations
The following table summarizes our significant cantual obligations at April 3, 2009:

Payments due by peric

Remainder
CONTRACTUAL OBLIGATIONS Total 2009 201(-2011 20122013 After 2013
Long-Term Debt Obligation&’ $ 39352 $ 729C $ 48,86: $ 337,36( $ -
Operating Lease Obligatior(‘lb% 12,59¢ 2,041 4,05¢ 3,49i 2,99¢
Purchase Obligatiorf® 15,63¢ 15,63¢ - - -
Foreign Currency Contractd 6,061 6,061 - - -
Pension Obligation§’ 9,27¢ 505 1,52¢ 1,92¢ 5,32(
Total $ 43708 $ 31,53 $ 54,44 $ 342,790 $ 8,31¢

(&) Includes the annual interest expense on our cabledebentures of 2.25%, which is paid semirually. These amounts assume the
2010 put option is exercised on the $30.5 millid2.@5% convertible subordinated notes outstandisged in May 2003. Also includes
the expected interest expense on the $131.0 miligstanding on our line of credit based upon #od end weighted average interest
rate of 3.5%, which includes the impact of our iiegt rate swaps outstanding. See Note 6 — “LomgaT2ebt” of the Notes to the
Condensed Consolidated Financial Statements fatiaal information about our loi-term debt obligation:

(b) See Note 12 — “Commitments and Contingencies” eMNbtes to the Condensed Consolidated Financisdr8emts for additional
information about our operating lease, purchasgatibns and foreign currency contrac

(c) See Note 7 —“Pension Plans” of the Notes to thedénsed Consolidated Financial Statements foriadditinformation about our
pension plan obligations. These amounts do notidechny potential future contributions to our pengilan that may be necessary if the
rate of return earned on pension plan assets isufifitient to fund the rate of increase of ourgien liability. The Company is currently
evaluating the alternatives available to reduceutiderfunded status of its defined benefit penpians, which could include making a
cash contribution. As of January 2, 2009, the tatesasurement date, our actuarially determinedipefigbility exceeded the plans
assets by $6.0 millior

The above table does not reflect $4.9 million afemognized tax benefits as we are uncertain gotowhen such amounts may be settled.
Refer to Note 11 — “Income Taxes” of the Notesh® €ondensed Consolidated Financial Statementsftitional information about these
unrecognized tax benefits.
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Litigation

We are party to various legal actions arising mnlbrmal course of business. While we do not belthat the ultimate resolution of any such
pending activities will have a material adverseefffon the consolidated results of operationsnfira position or cash flows, litigation is
subject to inherent uncertainties. If an unfavt@ahbling were to occur, there exists the posgibdif a material adverse impact in the perio
which the ruling occurs.

As previously reported, on June 12, 2006, Enpattité, Inc. (“Enpath”), a subsidiary of the Compamas named as defendant in a patent
infringement action filed by Pressure Products MaldSupplies, Inc. (“Pressure Products”) in whichs€8ure Products alleged that Enpath’s
FlowGuard™ valved introducer, which has been omtlaeket for more than four years, and Enpath’s ¥&%" prototype introducer, which
has not been sold, infringes claims in PressurduRits patents. After trial, a jury found that Etipimfringed the Pressure Products patents,
but not willfully, and awarded damages in the ant@ir$1.1 million. Enpath has appealed the judgmerhe U.S. Court of Appeals for the
Federal Circuit, and oral arguments were heardrbdfat tribunal on April 21, 2009. As a resultagbost-trial motion and pending the
appeal, Enpath is permitted to continue to seliBoard™ provided that Enpath pays into an escrowl furoyalty of between $1.50 and
$2.25 for each sale of a FlowGuard™ valved intradlucrhe amount accrued as escrow during thedfiratter of 2009 was $0.6 million and
$1.1 million in total as of April 3, 2009. Theaticourt has scheduled a hearing for June 16, g)66nsider whether to continue to permit
sales of FlowGuard™ pending the decision on thealpp

During 2002, a former non-medical customer commersceaction alleging that Greatbatch had used @i@py information of the customer
to develop certain products. We believe the Comeas meritorious defenses and are vigorously digfigrthe matter. The potential risk of
loss is up to $1.7 million.

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 thepsigpl product and/or the lengthy process requiceguialify these materials with our
customers. We cannot quickly establish additi@nakplacement suppliers for these materials becaiiese requirements. Our results

be negatively impacted by an increase in the mridbese critical raw materials. This risk is ely mitigated as many of the supply
agreements with our customers allow us to partedjyst prices for the impact of any raw materiéd@increases and the supply agreements
with our vendors have final one-time buy clausesé®t a long-term need. Historically, raw matepidte increases have not materially
impacted our results of operations.

Impact of Recently Issued Accounting Standards

In December 2008, the FASB issued FSP No. FAS 132(REmployers' Disclosures about Postretirement Betrdéih Assets .” This FSP
provides guidance on disclosures about plan as$eefined benefit pension or other postretirenpans and requires more transparency
about the assets held by retirement plan and theetdrations of risk in those plans. This FSHfiscéive for fiscal years beginning after
December 15, 2009. Accordingly, we will make tligcthsures required by this FSP beginning in figesr 2010.

Application of Critical Accounting Estimates

Our unaudited Condensed Consolidated Financiaé®tts are based on the selection of accountincjgghnd the application of
significant accounting estimates, some of whicluiregmanagement to make significant assumptions. bélieve that some of the more
critical estimates and related assumptions thataéiur financial condition and results of openasgiare in the areas of inventories, goodwill
and other identifiable intangible assets, tanditig-lived assets, share-based compensation anthantaxes. For further information, refer
to Item 7 “Managements Discussion and Analysisin&fcial Condition and Results of Operations” aeanl 8 “Financial Statements and
Supplementary Data” in our Annual Report on ForrrKlfor the year ended January 2, 2009. Duringtlihee months ended April 3, 2009,
we did not change or adopt any new accounting jeslithat had a material effect on our Condenseag@ulated Financial Statements other
than our accounting for our convertible subordidatetes as follows:
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During the first quarter of 2009, we were requite@dopt FSP APB 14-1Accounting for Convertible Debt Instruments thaajvbe Settled

in Cash Upon Conversion (Including Partial Cashtfeetent).” This FSP requires issuers of convertible delitinsents that may be settled
in cash upon conversion, such as our CSN Il asritbeskin Note 6 to the Condensed Consolidated [Eiaa®tatements, to separately account
for the liability and equity components of thosstimments in a manner that will reflect the ensitygbnconvertible debt borrowing rate when
interest cost is recognized in subsequent periddsa result, we first determined the carrying antaf the liability component of CSN Il by
measuring the fair value of a similar liability troes not have the associated conversion oplitwe. carrying amount of the conversion
option was then determined by deducting the fdineraf the liability component from the initial preeds received from the issuance of CSN
Il. The carrying amount of the conversion optiorswacorded as Additional Paid-In Capital with afseff to Long-Term Debt. The carrying
amount of the conversion option is being amortizebhterest Expense using the effective interast method over the expected life of a
similar liability that does not have the associatedversion option.

Deferred financing fees incurred in connection vifite issuance of CSN I, previously recorded aO#fssets, were allocated to the liability
and equity components in proportion to the allasatf proceeds between the liability and equity ponents. The deferred financing fees
allocated to the debt component are being amortzédwnterest Expense over the expected life of ASN'he deferred financing fees alloca
to the equity component were recorded as an affsétockholders’ Equity.

This FSP requires retrospective restatement fguradl periods presented in financial statemewtscordingly, the 2008 Condensed
Consolidated Financial Statements presented irr¢pigrt have been retroactively adjusted to retleetaccounting for FSP APB 14-1 as if it
were in effect as of the date CSN Il was origingdlsued. See Note 2 to the Condensed Consolifnedcial Statements for information on
the impact of FSP APB 14-1 on the 2008 Condensets@ilated Financial Statements.

Forward -Looking Statements

Some of the statements contained in this QuarRelyort on Form 10-Q and other written and orakstants made from time to time by us
and our representatives are not statements ofricist@r current fact. As such, they are “forwaoking statements” within the meaning of
Section 27A of the Securities Act of 1933, as ameelnénd Section 21E of the Securities Exchangeoft934, as amended. We have based
these forward-looking statements on our curreneetgiions, which are subject to known and unkndsksy uncertainties and assumptions.
They include statements relating to:

. future sales, expenses and profitabil

. the future development and expected growth of agiress and the markets we operat:

. our ability to successfully execute our businessiehand our business strate:

. our ability to identify trends within the implantalmedical devices, medical components, and comalgrower sources
markets and to offer products and services that theechanging needs of those mark

. projected capital expenditures; &

. trends in government regulatic

You can identify forward-looking statements by teratogy such as “may,” “will,” “should,” “could,” &xpects,” “intends,” “plans,”
“anticipates,” “believes,” “estimates,” “predicts;potential” or “continue” or the negative of theteems or other comparable

terminology. These statements are only predictigktual events or results may differ materialgrh those suggested by these forward-
looking statements. In evaluating these statemsrdour prospects generally, you should carefidlysider the factors set forth below. All
forwarddooking statements attributable to us or persotia@on our behalf are expressly qualified in theitirety by these cautionary fact
and to others contained throughout this report. a'¢eunder no duty to update any of the forwardilog statements after the date of this
report or to conform these statements to actualtes
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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 forwardeoking statements or that may affect our futusuhs, some of these factors include the followihgpendence upor
limited number of customers, product obsolesceimedjlity to market current or future products,qgimg pressure from customers, reliance on
third party suppliers for raw materials, produatsl aubcomponents, fluctuating operating resuleility to maintain high quality standards
for our products, challenges to our intellectuaparty rights, product liability claims, inabilitp successfully consummate and integrate
acquisitions, unsuccessful expansion into new nisykempetition, inability to obtain licenses to/kechnology, regulatory changes or
consolidation in the healthcare industry, and ottslks and uncertainties that arise from time tiwetias described in the Company's Annual
Report on Form 10-K and other periodic filings witie Securities and Exchange Commission.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK.

We have significant foreign operations in FrancexMo and Switzerland, which exposes the Compaifigreagn currency exchange rate
fluctuations due to transactions denominated iroEuPesos and Swiss Francs, respectively. Wentmnisly evaluate our foreign currency
risk and will take action from time to time in orde best mitigate these risks, which includesube of various derivative instruments such as
forward currency exchange contracts. A hypothefi6& change in the value of the U.S. dollar imtieh to our most significant foreign
currency exposures would have had an impact ofeapately $10 million on our annual sales. Thisoamt is not indicative of the
hypothetical net earnings impact due to partiaffgaiting impacts on cost of sales and operatingeages in those currencies. We estimate
that foreign currency exchange rate fluctuationsnduthe first quarter of 2009, reduced sales imgarison to the first quarter of 2008 by
approximately $3 million.

In December 2007, we entered into a forward cohtmapurchase 80,000,000 CHF, at an exchange fatd889 CHF per one U.S. dollar, in
order to partially fund the acquisition of Precimadhich closed in January 2008 and was payablevissSFrancs. In January 2008, we
entered into an additional forward contract to pase 20,000,000 CHF at an exchange rate of 1.1d56n@ U.S. dollar. We entered into a
similar foreign exchange contract in January 2008rder to fund the acquisition of the Chaumontifgcwhich closed in February 2008 a
was payable in Euros. The net result of the alb@resactions was a gain of $2.4 million, $1.6 milliof which was recorded in 2008 as Other
Income.

In February 2009, we entered into a forward comti@purchase 10 million Mexican pesos per mormimfiviarch 2009 to December 2009 at
an exchange rate of 14.85 pesos per one U.S. ddikds contract was entered into in order to hetigeisk of peso-denominated payments
associated with the operations at the Companyisaig, Mexico facility. This contract was accourftadas a cash flow hedge and had a fair
value of $0.4 million as of April 3, 2009.

We translate all assets and liabilities of our iigmeoperations of Precimed and the Chaumont Fagitithe period-end exchange rate and
translate sales and expenses at the average exctmes in effect during the period. The net a¢ftéthese translation adjustments is
recorded in the Condensed Consolidated Financt®ents as Comprehensive Income (Loss). Thdatamsadjustment for the first
quarter of 2009 was a $3.9 million loss. The aggte translation adjustment as of April 3, 2008 Isss of $4.1 million. Translation
adjustments are not adjusted for income taxesegsrtate to permanent investments in our foreigissliaries. Foreign currency transaction
gains and losses included in Other (Income) Expéxstin the Condensed Consolidated Statementpefalions and Comprehensive
Income amounted to expense of $0.2 million durlrgfirst quarter of 2008. A hypothetical 10% changthe value of the U.S. dollar in
relation to our most significant foreign currenat assets would have had an impact of approxim&lyillion on our foreign net assets as
of April 3, 2009.
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At April 3, 2009, we had $131.0 million outstandidgbt under our revolving line of credit that beiatsrest at fluctuating market rates based
upon the LIBOR rate, thus exposing the Companwnt@rést rate fluctuations. To help mitigate ths& rduring 2008, we entered into three
notional receive floating-pay fixed interest rabeaps indexed to the six-month LIBOR rate. The ctije of these swaps is to hedge against
potential changes in cash flows on the portionwfrevolving line of credit indexed to the six-mbritIBOR rate. No credit risk was

hedged. The receive variable leg of the swap hadariable rate paid on the revolving line of drbdar the same rate of interest, excluding
the credit spread, and reset and pay interesteosame dates.

Information regarding the Company’s outstandingriest rate swaps is as follows:

Current Fair

Pay receive value

Type of Notional Start End fixed floating April 3,

Instrument hedge amount date date rate rate 2009
(In thousand (In thousand
Interest rate swa Cash flow $ 80,00C  3/5/200¢  7/7/201( 3.0%% 1.7%% $ (1,359
Interest rate swa Cash flow 18,000 12/18/200i 12/18/201! 2.0(% 2.11% (50
Interest rate swap Cash flow 50,000  7/7/201C  7/7/201: 2.1€% 6M LIBOR )
$ 148,00( 2.64% $ (1,41)

The estimated fair value of the interest rate sagygements represents the amount the Company expgmy to terminate the contracts. No
portion of the change in fair value of the intenede swaps during the first three months of 2088 wonsidered ineffective. The amount
recorded as additional interest expense duringitstehree months of 2009 related to interest sataps was $0.2 million.

A hypothetical 10% change in the LIBOR intereserat the remaining $33 million of floating rate tlelwuld have had an impact of
approximately $0.07 million on our annual interespense. This amount is not indicative of the higptical net earnings impact due to
partially offsetting impacts on our short-term istreents and cash and cash equivalents to intexsne.

ITEM 4. CONTROLS AND PROCEDURES.

a. Evaluation of Disclosure Controls and Procedur

Our management, including the principal executifficer 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 weefilith the SEC as of April 3, 2009. These disalestontrols and procedures have been
designed to provide reasonable assurance thatielatdéormation relating to us, including our sutlisiries, is made known to our
management, including these officers, by otherufeamployees, and that this information is recorgedcessed, summarized, evaluated and
reported, as applicable, within the time periodscéffed in the SEC’s rules and forms.

Based on their evaluation, as of April 3, 2009, pincipal executive officer and principal finanlcidficer have concluded that our disclosure
controls and procedures are effective.
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b. Changes in Internal Control Over Financial Ré&par.

We completed the following acquisitions during 2008

« P Medical Holding SA on January 7, 2008
« DePuy Orthopaedics’ Chaumont, France manufactdaaidjty on February 11, 2008

We believe that the internal controls and proceslofehe above mentioned acquisitions are reasptiéibly to have materially affected our
internal control over financial reporting for theagter in which they occurred and thereafter. \Wecarrently in the process of incorporating
the internal controls and procedures of these attouis into our internal controls over financiaporting.

The Company continues to extend its Section 404pdiance program under the Sarbanes-Oxley Act oRZEte “Act”) and the applicable
rules and regulations under such Act to includsdhecquisitions. However, the Company exclude@@®8 acquisitions listed above from
management’s assessment of the effectivenessephaitcontrol over financial reporting as of Jayuar2009, as permitted by the guidance
issued by the Office of the Chief Accountant of 8exurities and Exchange Commission. The Compélhyeport on its assessment of the
internal controls of its combined operations witttie time period provided by the Act and the agtlle SEC rules and regulations
concerning business combinations.

There were no other changes in the registrantsriad control over financial reporting during oast fiscal quarter to which this Quarterly

Report on Form 1@ relates that have materially affected, or areagrably likely to materially affect, internal cooitover financial reporting
other than the above mentioned acquisitions.

PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.
Refer to those legal proceedings as previouslyaisd in the Company’s Form 10-K for the year engialiary 2, 2009.
ITEM 1A. RISK FACTORS.
There have been no material changes in risk faewmreviously disclosed in the Company’s Form Laithe year ended January 2, 2009.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AN D USE OF PROCEEDS.
None.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES.
None.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURI TY HOLDERS.
None.
ITEM 5. OTHER INFORMATION.

None.
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ITEM 6. EXHIBITS.

See the Exhibit Index for a list of those exhilfitesd herewith.

SIGNATURES

Pursuant to the requirements of Sections 13 or)X8(the Securities Exchange Act of 1934, the Regyig has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

Dated: May 12, 200 GREATBATCH, INC.

By /s/ Thomas J. Hoo
Thomas J. Hoo
President and Chief Executive Offic
(Principal Executive Officer

By /s/ Thomas J. Maz:
Thomas J. Mazz
Senior Vice President and Chief Financial Offi
(Principal Financial Officer

By /s/ Marco F. Benedet
Marco F. Benedet
Corporate Controlle
(Principal Accounting Officer

EXHIBIT INDEX

Exhibit No. Description

3.1 Amended and Restated Certificate of Incorporatsnamended (incorporated by reference to ExBibito our quarterly
report on Form 1-Q for the period ended June 27, 20(

3.2 Amended and Restated Bylaws (incorporated byeat® to Exhibit 3.2 to our quarterly report onadr0-Q for the period
ended March 29, 200z

31.1* Certification of Chief Executive Officer pursuantRule 13-14(a) of the Securities Exchange 2

31.2* Certification of Chief Financial Officer pursuant Rule 13-14(a) of the Securities Exchange A

32* Certification of Chief Executive Officer and Chieinancial Officer pursuant to 18 U.S.C. Section@8S adopted pursuant

to Section 906 of the Sarba-Oxley Act of 2002

* - Filed herewith.
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Exhibit 31.1

CERTIFICATION

I, Thomas J. Hook, certify that:
1. | have reviewed this report on Form-Q for the fiscal quarter ended April 3, 2009 of &lmtch, Inc.
2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitée a material fact necessary

to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by the repo

3. Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materiairmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being preparec

b. Designed such internal control over financial réipg; or caused such internal control over finaheorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

c. Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures as of the end of thegeovered by this
report based on such evaluati

d. Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an atmeport) that has
materially affected, or is reasonably likely to evally affect, the registra’s internal control over financial reportir

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditor and the aadmmittee of registrant’s board of directorsfersons performing the equivalent
functions):




a. All significant deficiencies and material weaknessethe design or operation of internal contradofinancial reportin

which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; anc

b. Any fraud, whether or not material, that involveanagement or other employees who have a signifiosnin the
registran’'s internal control over financial reportir

Date: May 12, 2009 /sl Thomas J. Hoo

Thomas J. Hoo
President and Chief Executive Offic
(Principal Executive Officer
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Exhibit 31.2

CERTIFICATION

I, Thomas J. Mazza, certify that:
1. | have reviewed this report on Form-Q for the fiscal quarter ended April 3, 2009 of &lmtch, Inc.
2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitée a material fact necessary

to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by the repo

3. Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angdtfie periods presented in this
report;

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materiairmédion relating to the registrant, including itsmsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being preparec

b. Designed such internal control over financial réipg; or caused such internal control over finaheorting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the
preparation of financial statements for externappsges in accordance with generally accepted atioguprinciples;

c. Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimgport our
conclusions about the effectiveness of the discsantrols and procedures as of the end of thegeovered by this
report based on such evaluati

d. Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an atmeport) that has
materially affected, or is reasonably likely to evally affect, the registra’s internal control over financial reportir

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditor and the aadmmittee of registrant’s board of directorsfersons performing the equivalent
functions):




a. All significant deficiencies and material weaknessethe design or operation of internal contradofinancial reportin

which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial
information; anc

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registran’'s internal control over financial reportir

Date: May 12, 2009 /sl Thomas J. Maz:z

Thomas J. Mazz
Senior Vice President and Chief Financial Offi
(Principal Financial Officer
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Exhibit 32
CERTIFICATION

Pursuant to 18 U.S.C. Section 1350 as Adopted Rotda Section 906
of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350 as adopted guirso Section 906 of the Sarbanes-Oxley Act of2@@ch of the undersigned officers of
Greatbatch, Inc. (the "Company"), does herebyfgett such officer's knowledge, that:

The Quarterly Report on Form 10-Q for the quartetesl April 3, 2009 (the "Form 10-Q") of the Compduly complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934 and the information edmad in the Form 10-Q fairly presents,
in all material respects, the financial conditiod aesults of operations of the Company.

Dated: May 12, 2009 /s/ Thomas J. Hoo
Thomas J. Hoo
President and Chief Executive Offic
(Principal Executive Officer

Dated: May 12, 2009 /sl Thomas J. Maz:z
Thomas J. Mazz
Senior Vice President and Chief Financial Offi
(Principal Financial Officer

This certification is being furnished solely to aogany this Form 10-Q pursuant to 18 U.S.C. Sed®50, and is not being filed for
purposes of Section 18 of the Securities Exchangef1934, as amended, or otherwise, and is nbétdeemed incorporated by reference
into any filing of the Company except to the extidret Company specifically incorporates it by refexetherein.
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