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PART I - FINANCIAL INFORMATION
 

Item 1. Financial Statements

CTS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS/(LOSS) - UNAUDITED

(In thousands, except per share amounts)
 
   Three Months Ended   Nine Months Ended  

   
September 29,

2013   
September 30,

2012   
September 29,

2013   
September 30,

2012  
Net sales   $ 159,563   $ 137,357   $ 460,636   $ 438,620  
Costs and expenses:      

Cost of goods sold    122,034    110,763    356,438    364,039  
Insurance recovery for business interruption - casualties    —      (4,192)   —      (15,242) 
Selling, general and administrative expenses    20,765    19,387    62,921    58,169  
Research and development expenses    5,718    4,350    17,741    15,590  
Insurance recovery for property damage - Casualties    —      —      —      (1,769) 
Restructuring and impairment charge - Note M    953    245    8,755    3,384  

    
 

   
 

   
 

   
 

Operating earnings    10,093    6,804    14,781    14,449  
Other (expense)/income:      

Interest expense    (849)   (584)   (2,843)   (1,869) 
Interest income    442    425    1,301    1,341  
Other    706    763    694    297  

    
 

   
 

   
 

   
 

Total other income/(expense)    299    604    (848)   (231) 
    

 
   

 
   

 
   

 

Earnings before income taxes    10,392    7,408    13,933    14,218  
Income tax expense    3,573    1,491    14,881    2,717  

    
 

   
 

   
 

   
 

Net earnings/(loss)   $ 6,819   $ 5,917   $ (948)  $ 11,501  
    

 

   

 

   

 

   

 

Net earnings/(loss) per share - Note J      
Basic   $ 0.20   $ 0.17   $ (0.03)  $ 0.34  

    

 

   

 

   

 

   

 

Diluted   $ 0.20   $ 0.17   $ (0.03)  $ 0.33  
    

 

   

 

   

 

   

 

Cash dividends declared per share   $ 0.035   $ 0.035   $ 0.105   $ 0.105  
    

 

   

 

   

 

   

 

Average common shares outstanding:      
Basic    33,696    33,923    33,603    34,017  
Diluted    34,331    34,471    33,603    34,588  

See notes to unaudited condensed consolidated financial statements.
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CTS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE EARNINGS - UNAUDITED

(In thousands of dollars)
 
   Three Months Ended   Nine Months Ended  

   
September 29,

2013   
September 30,

2012   
September 29,

2013   
September 30,

2012  
Net earnings/(loss)   $ 6,819   $ 5,917   $ (948)  $ 11,501  
Other comprehensive earnings/(loss):      

Cumulative translation adjustment, 2013 – net of tax benefit of $430 and
net of tax $32; 2012 - net of tax benefit of $444 and $508    1,344    1,371    (166)   1,616  

Defined benefit and post-retirement benefit plans:      
Amortization of prior service cost included in net periodic pension costs,

2013 - net of tax of $53 and $171; 2012 - net of tax of $59 and $177    83    93    265    277  
Amortization of loss included in net periodic pension costs, 2013 - net of

tax of $792 and $2,340; 2012 - net of tax $612 and $1,818    1,228    964    3,718    2,926  
Additional cost due to early retirement, 2013 - net of tax of $0 and $0;

2012 - net of tax of $0 and $110    —      —      —      171  
Foreign exchange impact, 2013 - net of tax benefit of $74 and $2; 2012 -

net of tax benefit of $58 and $67    (139)   (107)   63    (155) 
    

 
   

 
   

 
   

 

Reclassification adjustments included in net earnings – defined benefit
and post-retirement benefit plans    1,172    950    4,046    3,219  

    
 

   
 

   
 

   
 

Unrealized gain on interest swaps treated as cash flow hedges:      
Unrealized holding gain/(loss) arising during period, 2013 - net of tax

benefit of $168 and net of tax $144; 2012 - net of tax benefit of $278
and $603    (260)   (436)   229    (943) 

Reclassification adjustments for losses included in net earnings, 2013 -
net of tax of $31 and $92; 2012 - net of tax of $0 and $0    50    —      144    —    

    
 

   
 

   
 

   
 

Net change in unrealized holding loss on interest rate swaps    (210)   (436)   373    (943) 
    

 
   

 
   

 
   

 

Other comprehensive earnings    2,306    1,885    4,253    3,892  
    

 
   

 
   

 
   

 

Comprehensive earnings   $ 9,125   $ 7,802   $ 3,305   $ 15,393  
    

 

   

 

   

 

   

 

See notes to unaudited condensed consolidated financial statements.
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CTS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands of dollars except share amounts)
 

   

(Unaudited)
September 29,

2013   
December 31,

2012  
ASSETS    
Current Assets    

Cash and cash equivalents   $ 96,730   $ 109,571  
Accounts receivable, less allowances (2013 - $721; 2012 - $811)    96,809    89,342  
Inventories - Note D    84,605    81,752  
Other current assets    29,663    28,633  

    
 

   
 

Total current assets    307,807    309,298  
Property, plant and equipment, less accumulated depreciation (2013 - $239,900; 2012 - $240,693)    89,480    93,725  
Other Assets    

Goodwill – Note L    35,156    35,156  
Other indefinite-lived intangible asset – Note L    640    820  
Other intangible assets, net – Note L    43,179    47,538  
Deferred income taxes    59,869    73,158  
Other    3,732    1,484  

    
 

   
 

Total other assets    142,576    158,156  
    

 
   

 

Total Assets   $ 539,863   $ 561,179  
    

 

   

 

LIABILITIES AND SHAREHOLDERS’ EQUITY    
Current Liabilities    

Accounts payable   $ 71,512   $ 67,973  
Accrued liabilities    50,253    47,056  

    
 

   
 

Total current liabilities    121,765    115,029  
Long-term debt - Note E    128,600    153,500  
Other long-term obligations    19,867    24,892  
Shareholders’ Equity    

Preferred stock - authorized 25,000,000 shares without par value; none issued    —      —    
Common stock - authorized 75,000,000 shares without par value; 55,693,235 shares issued at September 29, 2013

and 55,263,082 shares issued at December 31, 2012    296,315    291,512  
Additional contributed capital    39,529    40,008  
Retained earnings    363,320    367,800  
Accumulated other comprehensive loss    (116,351)   (120,604) 

    
 

   
 

   582,813    578,716  
Cost of common stock held in treasury (2013 – 22,029,923 shares and 2012 – 21,829,954 shares)    (313,182)   (310,958) 

    
 

   
 

Total shareholders’ equity    269,631    267,758  
    

 
   

 

Total Liabilities and Shareholders’ Equity   $ 539,863   $ 561,179  
    

 

   

 

See notes to unaudited condensed consolidated financial statements.
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CTS CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS - UNAUDITED

(In thousands of dollars)
 
   Nine Months Ended  

   
September 29,

2013   
September 30,

2012  
Cash flows from operating activities:    
Net (loss) / earnings   $ (948)  $ 11,501  
Adjustments to reconcile net earnings to net cash provided by operating activities:    

Depreciation and amortization    16,677    14,583  
Prepaid pension asset    (2,422)   (5,122) 
Equity-based compensation – Note B    3,141    3,181  
Restructuring and impairment charges – Note M    8,755    3,384  
Amortization of retirement benefit adjustments – Note F    6,494    5,193  
Insurance recovery for business interruption and property damage - casualties    —      (17,011) 
Insurance proceeds for business interruption and property damage other than property, plant and equipment -

casualties    —      17,703  
Changes in assets and liabilities, net of acquisition    

Accounts receivable    (7,639)   10,020  
Inventories    (2,977)   19,483  
Other current assets    (409)   1,205  
Accounts payable and accrued liabilities    33    (38,169) 
Other    4,790    (965) 

    
 

   
 

Total adjustments    26,443    13,485  
    

 
   

 

Net cash provided by operating activities    25,495    24,986  
Cash flows from investing activities:    
Capital expenditures    (10,908)   (9,779) 
Capital expenditures to replace property, plant and equipment damaged in casualties    —      (2,859) 
Insurance proceeds for property, plant and equipment damaged in casualties    —      2,250  
Proceeds from sale of fixed assets and assets held for sale    593    499  
Payment for acquisition, net of cash acquired    —      (14,689) 

    
 

   
 

Net cash used in investing activities    (10,315)   (24,578) 
Cash flows from financing activities:    
Payments of long-term debt – Note E    (3,527,200)   (3,979,650) 
Proceeds from borrowings of long-term debt – Note E    3,502,300    3,999,750  
Payments of short-term notes payable    (1,646)   (2,166) 
Proceeds from borrowings of short-term notes payable    1,646    2,166  
Purchase of treasury stock    (2,224)   (6,550) 
Dividends paid    (3,524)   (3,574) 
Exercise of stock options    2,235    1,672  
Other    16    167  

    
 

   
 

Net cash (used)/provided by financing activities    (28,397)   11,815  
Effect of exchange rate on cash and cash equivalents    376    (15) 

    
 

   
 

Net (decrease)/increase in cash and cash equivalents    (12,841)   12,208  
Cash and cash equivalents at beginning of year    109,571    76,412  

    
 

   
 

Cash and cash equivalents at end of period   $ 96,730   $ 88,620  
    

 

   

 

Supplemental cash flow information    
Cash paid during the period for:    
Interest   $ 2,506   $ 1,581  
Income taxes—net   $ 4,756   $ 4,468  

See notes to unaudited condensed consolidated financial statements.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—UNAUDITED
September 29, 2013

NOTE A – Basis of Presentation

The accompanying condensed consolidated financial statements have been prepared by CTS Corporation (“CTS” or “the Company”), without audit, pursuant
to the rules and regulations of the Securities and Exchange Commission. Certain information and footnote disclosures normally included in financial
statements prepared in accordance with generally accepted accounting principles have been omitted pursuant to such rules and regulations. The unaudited
condensed consolidated financial statements should be read in conjunction with the financial statements, notes thereto, and other information included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2012.

The accompanying unaudited condensed consolidated financial statements reflect, in the opinion of management, all adjustments (consisting of normal
recurring items) necessary for a fair statement, in all material respects, of the financial position and results of operations for the periods presented. The
preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reported period. Actual results could differ materially from those estimates. The results of operations for the
interim periods are not necessarily indicative of the results for the entire year.

NOTE B – Equity-Based Compensation

At September 29, 2013, CTS had four equity-based compensation plans: the 2001 Stock Option Plan (“2001 Plan”), the Nonemployee Directors’ Stock
Retirement Plan (“Directors’ Plan”), the 2004 Omnibus Long-Term Incentive Plan (“2004 Plan”), and the 2009 Omnibus Equity and Performance Incentive
Plan (“2009 Plan”). All of these plans, except the Directors’ Plan, were approved by shareholders. As of December 31, 2009, additional grants can only be
made under the 2004 and 2009 Plans. CTS believes that equity-based awards align the interest of employees with those of its shareholders.

The 2009 Plan, and previously the 2001 Plan and 2004 Plan, provides for grants of incentive stock options or nonqualified stock options to officers, key
employees, and nonemployee members of CTS’ board of directors. In addition, the 2009 Plan and the 2004 Plan allow for grants of stock appreciation rights,
restricted stock, restricted stock units, performance shares, performance units, and other stock awards.

The following table summarizes the compensation expense included in the Unaudited Condensed Consolidated Statements of Earnings for the three and nine
months ended September 29, 2013 and September 30, 2012, respectively, relating to equity-based compensation plans:
 

   Three Months Ended    Nine Months Ended  

($ in thousands)   
September 29,

2013    
September 30,

2012    
September 29,

2013    
September 30,

2012  
Restricted stock units   $ 660    $ 1,010    $ 3,141    $ 3,181  

The following table summarizes the status of these plans as of September 29, 2013:
 

   2009 Plan    2004 Plan    2001 Plan  
Awards originally available    3,400,000     6,500,000     2,000,000  
Stock options outstanding      140,400     24,800  
Restricted stock units outstanding    645,046     101,223    
Options exercisable      140,400     24,800  
Awards available for grant    1,755,471     262,686    
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Stock Options

Stock options are exercisable in cumulative annual installments over a maximum 10-year period, commencing at least one year from the date of grant. Stock
options are generally granted with an exercise price equal to the market price of the Company’s stock on the date of grant. The stock options generally vest
over four years and have a 10-year contractual life. The awards generally contain provisions to either accelerate vesting or allow vesting to continue on
schedule upon retirement if certain service and age requirements are met. The awards also provide for accelerated vesting if there is a change in control event.

The Company estimated the fair value of the stock option on the grant date using the Black-Scholes option-pricing model and assumptions for expected price
volatility, option term, risk-free interest rate, and dividend yield. Expected price volatilities were based on historical volatilities of the Company’s stock. The
expected option term is derived from historical data on exercise behavior. The dividend yield was based on historical dividend payments. The risk-free rate
for periods within the contractual life of the option was based on the U.S. Treasury yield curve in effect at the time of grant.

A summary of the status of stock options as of September 29, 2013 and September 30, 2012, and changes during the nine-month periods then ended, is
presented below:
 

   September 29, 2013    September 30, 2012  

   Options   

Weighted-
Average

Exercise Price   Options   

Weighted-
Average

Exercise Price 
Outstanding at beginning of year    447,250   $ 10.87     728,050   $ 10.24  
Exercised    (243,750)  $ 9.91     (195,300)  $ 8.50  
Expired    (37,300)  $ 8.94     (24,100)  $ 11.59  
Forfeited    (1,000)  $ 9.78     (68,150)  $ 10.87  

    
 

     
 

 

Outstanding at end of period    165,200   $ 12.74     440,500   $ 10.86  
    

 

   

 

    

 

   

 

Exercisable at end of period    165,200   $ 12.74     440,500   $ 10.86  
    

 

   

 

    

 

   

 

The total intrinsic value of share options exercised during the nine-month periods ended September 29, 2013 and September 30, 2012, were $435,000 and
$320,000, respectively.

The weighted average remaining contractual life of options outstanding and options exercisable at September 29, 2013 and September 30, 2012 were 1.8
years and 1.6 years, respectively. The aggregate intrinsic values of options outstanding and options exercisable at September 29, 2013 and September 30,
2012 were approximately $470,000 and $167,000, respectively. There were no unvested stock options at September 29, 2013.

The following table summarizes information about stock options outstanding at September 29, 2013:
 

   Options Outstanding and Exercisable  
       Weighted Average     
Range of   Number Outstanding   Remaining    Weighted Average 
Exercise   And Exercisable    Contractual    Exercise  
Prices   at 9/29/13    Life (Years)    Price  
$11.04 – 11.11    69,900     1.37    $ 11.09  
$13.68 – 14.70    95,300     2.07    $ 13.95  

Service-Based Restricted Stock Units

Service-based restricted stock units (“RSUs”) entitle the holder to receive one share of common stock for each unit when the unit vests. RSUs are issued to
officers, key employees and non-employee directors as compensation. Generally, the RSUs vest over a three-year period. A summary of the status of RSUs as
of September 29, 2013 and September 30, 2012, and changes during the nine-month periods then ended is presented below:
 

   September 29, 2013    September 30, 2012  

   RSUs   

Weighted-
average

Grant-Date
Fair Value    RSUs   

Weighted-
average

Grant-Date
Fair Value  

Outstanding at beginning of year    751,798   $ 9.82     701,449   $ 9.35  
Granted    338,600   $ 10.20     236,750   $ 10.38  
Converted    (210,313)  $ 9.87     (273,800)  $ 8.68  
Forfeited    (133,816)  $ 9.72     (29,608)  $ 9.18  

    
 

     
 

 

Outstanding at end of period    746,269   $ 10.00     634,791   $ 10.04  
    

 

   

 

    

 

   

 

Weighted-average remaining contractual life    8.0 years      8.3 years   
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CTS recorded compensation expense of approximately $444,000 and $1,961,000 related to service-based restricted stock units during the three and nine
month periods ended September 29, 2013, respectively. CTS recorded compensation expense of approximately $553,000 and $1,802,000 related to service-
based restricted stock units during the three and nine month periods ended September 30, 2012, respectively.

As of September 29, 2013, there was $2,111,000 of unrecognized compensation cost related to nonvested RSUs. That cost is expected to be recognized over a
weighted-average period of 1.1 years. CTS recognizes expense on a straight-line basis over the requisite service period for each separately vesting portion of
the award as if the award was, in substance, multiple awards.

Performance-Based Restricted Stock Units

On February 2, 2010, CTS granted performance-based restricted stock unit awards for certain executives. Vesting could occur in the range from zero percent
to 200% of the target amount of 78,000 units in 2012. Vesting was dependent upon CTS’ achievement of sales growth targets and, as a result, 49,320 units
were awarded and vested.

On February 3, 2011, CTS granted performance-based restricted stock unit awards for certain executives. Vesting could occur in the range from zero percent
to 200% of the target amount of 53,200 units in 2013. Vesting was dependent upon CTS’ achievement of sales growth targets. No units were awarded as the
targets were not met.

On February 8, 2012, CTS granted performance-based restricted stock unit awards for certain executives. Vesting may occur in the range from zero percent to
200% of the target amount of 45,850 units in 2014 subject to certification of the 2013 fiscal year results by CTS’ independent auditors. Vesting is dependent
upon CTS’ achievement of sales growth targets.

On February 8, 2012, CTS granted performance-based restricted stock unit awards for certain executives. Vesting may occur in the range from zero percent to
200% of the target amount of 39,300 units in 2014 subject to certification of the 2013 fiscal year results by CTS’ independent auditors. Vesting is dependent
upon CTS’ achievement of certain cash flow targets.

On February 11, 2013, CTS granted performance-based restricted stock unit awards for certain executives. Vesting may occur in the range from zero percent
to 200% of the target amount of 77,700 units in 2016 subject to certification of the 2015 fiscal year results by CTS’ independent auditors. Vesting is
dependent upon CTS’ achievement of sales growth targets.

On February 11, 2013, CTS granted performance-based restricted stock unit awards for certain executives. Vesting may occur in the range from zero percent
to 200% of the target amount of 66,600 units in 2016 subject to certification of the 2015 fiscal year results by CTS’ independent auditors. Vesting is
dependent upon CTS’ achievement of certain cash flow targets.

CTS recorded compensation expense of approximately $116,000 and $690,000 related to performance-based restricted stock units during the three and nine
month periods ended September 29, 2013, respectively. CTS recorded compensation expense of approximately $229,000 and $688,000 related to
performance-based restricted stock units during the three and nine month periods ended September 30, 2012, respectively. As of September 29, 2013 there
was approximately $1,244,000 of unrecognized compensation cost related to performance-based RSUs. That cost is expected to be recognized over a
weighted-average period of 1.5 years.

Market-Based Restricted Stock Units

On July 2, 2007, CTS granted a market-based restricted stock unit award to an executive officer. An aggregate of 25,000 units may be earned in performance
years ending in the following three consecutive years on the anniversary of the award date. Vesting may occur in the range from zero percent to 150% of the
target award on the end date of each performance period and is tied exclusively to CTS total stockholder return relative to 32 enumerated peer group
companies’ total stockholder return rates. The vesting rate will be determined using a matrix based on a percentile ranking of CTS total stockholder return
with peer group total shareholder return over a three-year period. During the year ended December 31, 2010, 12,500 units were earned and awarded to the
executive officer. There were no units awarded in 2011. On July 2, 2012, 8,334 units were earned and awarded to the executive officer.
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On February 2, 2010, CTS granted market-based restricted stock unit awards for certain executives and key employees. Vesting could occur in the range from
zero percent to 200% of the target amount of 117,000 units in 2012. Vesting was dependent upon CTS total stockholder return relative to 28 enumerated peer
group companies’ stockholder return rates and, as a result, 67,130 units were awarded and vested.

On February 3, 2011, CTS granted market-based restricted stock unit awards for certain executives and key employees. Vesting could occur in the range from
zero percent to 200% of the target amount of 79,800 units in 2013. Vesting was dependent upon CTS total stockholder return relative to 28 enumerated peer
group companies’ stockholder return rates. On February 11, 2013, 80,940 units were earned and awarded.

On February 8, 2012, CTS granted market-based restricted stock unit awards for certain executives and key employees. Vesting may occur in the range from
zero percent to 200% of the target amount of 45,850 units in 2014. Vesting is dependent upon CTS total stockholder return relative to 28 enumerated peer
group companies’ stockholder return rates.

On February 11, 2013, CTS granted market-based restricted stock unit awards for certain executives and key employees. Vesting may occur in the range from
zero percent to 200% of the target amount of 77,700 units in 2016. Vesting is dependent upon CTS total stockholder return relative to 20 enumerated peer
group companies’ stockholder return rates.

On February 11, 2013, CTS granted a market-based restricted stock award to an executive officer. Vesting may occur in the range from zero percent to 200%
of the target amount of 32,500 units in 2016. Vesting is dependent upon CTS total stockholder return relative to 20 enumerated peer group companies’
stockholder return rates.

CTS recorded compensation expense of approximately $100,000 and $490,000 related to market-based restricted stock units during the three and nine month
periods ended September 29, 2013, respectively. CTS recorded compensation expense of approximately $228,000 and $691,000 related to market-based
restricted stock units during the three and nine month periods ended September 30, 2012, respectively. As of September 29, 2013, there was approximately
$1,003,000 of unrecognized compensation cost related to market-based RSUs. That cost is expected to be recognized over a weighted-average period of 1.5
years.

Stock Retirement Plan

The Directors’ Plan provides for a portion of the total compensation payable to nonemployee directors to be deferred and paid in CTS common stock. The
Directors’ Plan was frozen effective December 1, 2004. All future grants will be from the 2009 Plan.

NOTE C – Acquisition

In December 2012, CTS acquired D&R Technology (“D&R”), a privately-held company with locations in Carol Stream, Illinois and Juarez, Mexico for $63.5
million in cash. D&R is a leading manufacturer of custom designed sensors, switches and electromechanical assemblies primarily serving the automotive
light-vehicle market. This acquisition expands CTS’ strategic automotive sensor product platform with new customers and a broader product portfolio. The
acquisition also diversifies CTS’ Components and Sensors segment and brings new growth opportunities from sensor applications for safety systems and
vehicle chassis management. Additionally, D&R brings strong sensor design and development engineering capabilities to complement CTS’ engineering
team.

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

   
Estimated Fair

Values  

($ in thousands)   
At December 21,

2012  
Current assets   $ 13,839  
Property, plant and equipment    8,635  
Goodwill    26,991  
Amortizable intangible assets    18,330  
In-process research and development    500  
Other assets    678  

    
 

Fair value of assets acquired    68,973  
Less fair value of liabilities acquired    (5,473) 

    
 

Net cash paid   $ 63,500  
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Included in current assets is the fair value of accounts receivable of $7,693,000. Goodwill recorded in connection with the above acquisition is primarily
attributable to the synergies expected to arise after the Company’s acquisition of the business and the assembled workforce of the acquired business. The
goodwill is deductible for tax purposes over a 15-year period.

The following table summarizes the net sales and earnings before income taxes of D&R that are included in CTS’ Condensed Consolidated Statements of
Earnings for the three and nine months ended September 29, 2013:
 

   Three Months Ended   Nine Months Ended 
($ in thousands)   September 29, 2013    September 29, 2013  
Net Sales   $ 11,820    $ 37,716  
Earnings before income taxes   $ 602    $ 2,458  

The D&R acquisition is accounted for using the acquisition method of accounting whereby the total purchase price is allocated to tangible and intangible
assets and liabilities based on the fair market values on the date of acquisition. CTS determines the purchase price allocations on the acquisition based on
estimates of the fair values of the assets acquired and liabilities assumed. During the nine months ended September 29, 2013, the Company recorded a
measurement period adjustment as a result of additional information provided by CTS’ external valuation consultants. This adjustment increased amortizable
intangible assets by $1,457,000. Other measurement period adjustments were recorded for accounts receivable and accounts payable to reflect fair market
values on the date of acquisition, which resulted in a decrease of $260,000 and an increase of $3,000, respectively. The net effect of these measurement period
adjustments reduced goodwill by $1,194,000. The allocations for goodwill and other intangible assets are prepared by the Company’s management utilizing a
third-party valuation report and other tools available to the Company, including review with the acquired company’s management and historical data from the
Company’s prior acquisitions. The allocations pertaining to goodwill and other intangible assets will be finalized in the fourth quarter of 2013.

In January 2012, CTS acquired 100% of the common stock of Valpey-Fisher Corporation (“Valpey-Fisher”), a publicly held company located in Hopkinton,
Massachusetts for approximately $18.3 million in cash. Valpey-Fisher is a recognized technology leader in the design and manufacture of precision frequency
crystal oscillators. This acquisition expands CTS’ technology, and brings strong engineering capabilities and management leadership to support the
Company’s strategic initiatives in CTS’ Component and Sensors’ segment.

The Valpey-Fisher acquisition was accounted for using the acquisition method of accounting whereby the total purchase price was allocated to tangible and
intangible assets and liabilities based on the fair market values on the date of acquisition. CTS determined the purchase price allocations on the acquisition
based on the fair values of the assets acquired and liabilities assumed. CTS finalized the purchase price allocation at December 31, 2012.

The following table summarizes the pro-forma combined net sales and earnings before income taxes of CTS, D&R and Valpey-Fisher on a pro forma basis for
the three and nine months ended as if the acquisition dates had occurred on January 1, 2011:
 

   Three Months Ended    Nine Months Ended  
   September 30, 2012    September 30, 2012  
($ in thousands)   (Unaudited Proforma)   (Unaudited Proforma) 
Net Sales   $ 149,508    $ 478,608  
Earnings before income taxes   $ 7,997    $ 16,634  

NOTE D – Inventories

Inventories consisted of the following:
 

($ in thousands)   
September 29,

2013    
December 31,

2012  
Finished goods   $ 13,489    $ 16,267  
Work-in-process    17,541     15,860  
Raw materials    53,575     49,625  

    
 

    
 

Total inventories   $ 84,605    $ 81,752  
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NOTE E – Debt

On January 10, 2012, CTS amended its November 18, 2010 unsecured revolving credit facility. This amendment provided for an increase in the revolving
credit facility to $200 million and increased the accordion feature, whereby CTS can expand the facility to $300 million, subject to participating banks’
approval. Additionally, among other covenants, the amendment reduced the applicable margin by 25 basis points, increased the total consideration the
Company may pay for non-U.S. based acquisitions, and extended the term of the credit facility through January 10, 2017.

Long-term debt was comprised of the following:
 

($ in thousands)   
September 29,

2013    
December 31,

2012  
Revolving credit facility, weighted-average interest rate of 1.9% (2013), and

1.8% (2012) due in 2017   $ 128,600    $ 153,500  

There was $128.6 million outstanding under the $200 million revolving credit facility at September 29, 2013, and $153.5 million at December 31, 2012. The
Company had $68.8 million available under the $200 million credit facility, net of standby letters of credit of $2.6 million at September 29, 2013, and $43.9
million available, net of standby letters of credit of $2.6 million at December 31, 2012. Interest rates on the revolving credit facility fluctuate based upon
London Interbank Offered Rate and the Company’s quarterly total leverage ratio. CTS pays a commitment fee on the undrawn portion of the revolving credit
facility. The commitment fee varies based on the quarterly leverage ratio and was 0.30 percent per annum at September 29, 2013 and September 30, 2012.
The revolving credit facility requires, among other things, that CTS comply with a maximum total leverage ratio and a minimum fixed charge coverage
ratio. Failure of CTS to comply with these covenants could reduce the borrowing availability under the revolving credit facility. CTS was in compliance with
all debt covenants at September 29, 2013. The revolving credit facility requires CTS to deliver quarterly financial statements, annual financial statements,
auditors certifications and compliance certificates within a specified number of days after the end of a quarter and year. Additionally, the revolving facility
contains restrictions limiting CTS’ ability to: dispose of assets; incur certain additional debt; repay other debt or amend subordinated debt instruments; create
liens on assets; make investments, loans or advances; make acquisitions or engage in mergers or consolidations; engage in certain transactions with CTS’
subsidiaries and affiliates; and make stock repurchases and dividend payments.

CTS uses interest rate swaps to convert the line of credit’s variable rate of interest into a fixed rate. In the second quarter of 2012, CTS entered into four
separate interest rate swap agreements to fix interest rates on $50 million of long-term debt for the periods January 2013 to January 2017. In the third quarter
of 2012, CTS entered into four separate interest rate swap agreements to fix interest rates on $25 million of long-term debt for the periods January 2013 to
January 2017. The difference to be paid or received under the terms of the swap agreements will be recognized as an adjustment to interest expense for the
related line of credit when settled.

These swaps are treated as cash flow hedges and consequently, the changes in fair value were recorded in other comprehensive earnings. An unrealized loss
of approximately $428,000 and an unrealized gain of approximately $373,000 was recorded in other comprehensive earnings for the three and nine months
ended September 29, 2013, respectively. An unrealized loss of approximately $715,000 and $1,547,000 was recorded in other comprehensive earnings for the
three and nine months ended September 30, 2012. CTS also reclassed approximately $81,000 and $236,000 of realized loss out of other comprehensive
earnings to interest expense for the three and nine months ended September 29, 2013, respectively. No realized loss was reclassed out of other comprehensive
earnings to interest expense for the three and nine months ended September 30, 2012. Approximately $390,000 was recorded as accrued liabilities and
$633,000 recorded as a non-current liability in other long-term obligations on the Unaudited Condensed Consolidated Balance Sheets at September 29, 2013.
Approximately $271,000 was recorded as accrued liabilities and $1,336,000 recorded as a non-current liability in other long-term obligations on the
Consolidated Balance Sheets at December 31, 2012.

As a result of the use of these derivative instruments, the Company is exposed to the risk that counterparties to derivative contracts will fail to meet their
contractual obligations. To mitigate the counterparty credit risk, the Company has a policy of only entering into contracts with carefully selected major
financial institutions based upon their credit ratings and other factors. CTS’ established policies and procedures for mitigating credit risk on principal
transactions include reviewing and establishing limits for credit exposure and continually assessing the creditworthiness of counterparties.
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NOTE F – Retirement Plans

Net pension expense for the three months ended September 29, 2013 of $533,000 and September 30, 2012 of $87,000 for our domestic and foreign plans
included the following components:
 

   Domestic Pension Plans   Foreign Pension Plans  

($ in thousands)   
September 29,

2013   
September 30,

2012   
September 29,

2013   
September 30,

2012  
Service cost   $ 648   $ 683   $ 28   $ 31  
Interest cost    2,711    2,979    134    143  
Expected return on plan assets (1)    (5,042)   (5,376)   (103)   (111) 
Amortization of prior service cost    138    151    —      —    
Amortization of loss    1,921    1,513    98    74  

    
 

   
 

   
 

   
 

Expense, net   $ 376   $ (50)  $ 157   $ 137  
    

 

   

 

   

 

   

 

 
(1) Expected return on plan assets is net of expected investment expenses and certain administrative expenses.

Net pension expense for the nine months ended September 29, 2013 of $1,623,000 and September 30, 2012 of $574,000 for our domestic and foreign plans
included the following components:
 

   Domestic Pension Plans   Foreign Pension Plans  

($ in thousands)   
September 29,

2013   
September 30,

2012   
September 29,

2013   
September 30,

2012  
Service cost   $ 1,945   $ 2,050   $ 84   $ 93  
Interest cost    8,134    8,957    398    428  
Expected return on plan assets (1)    (15,127)   (16,129)   (305)   (331) 
Amortization of prior service cost    436    453    —      —    
Amortization of loss    5,763    4,549    295    222  
Additional cost due to retirement    —      282    —      —    

    
 

   
 

   
 

   
 

Expense, net   $ 1,151   $ 162   $ 472   $ 412  
    

 

   

 

   

 

   

 

 
(1) Expected return on plan assets is net of expected investment expenses and certain administrative expenses.

Net post retirement expense for the three and nine months ended September 29, 2013 and September 30, 2012 for our post-retirement plan included the
following components:
 

   Three Months Ended   Nine Months Ended  

($ in thousands)   
September 29,

2013    
September 30,

2012   
September 29,

2013    
September 30,

2012  
OTHER POSTRETIREMENT BENEFIT PLAN        
Service cost   $ 2    $ 2   $ 6    $ 6  
Interest cost    56     64    167     192  
Amortization of gain    —       (10)   —       (30) 

    
 

    
 

   
 

    
 

Postretirement expense   $ 58    $ 56   $ 173    $ 168  
    

 

    

 

   

 

    

 

NOTE G – Segments

CTS reportable segments are grouped by entities that exhibit similar economic characteristics and the segment’s reporting results are regularly reviewed by
CTS’ chief operating decision maker to make decisions about resources to be allocated to these segments and to evaluate each segment’s performance. CTS
has two reportable segments: 1) Components and Sensors and 2) Electronics Manufacturing Services (“EMS”).

Components and sensors are products which perform specific electronic functions for a given product family and are intended for use in customer assemblies.
Components and sensors consist principally of: automotive sensors and actuators used in commercial or consumer vehicles; electronic components used in
communications infrastructure and computer markets; terminators, including ClearONE™ terminators, used in computer and other high speed applications,
switches, resistor networks and potentiometers used to serve multiple markets; and fabricated piezo-electric materials and substrates used primarily in
medical, computer and industrial markets.

EMS includes the higher level assembly of electronic and mechanical components into a finished subassembly or assembly performed under a contract
manufacturing agreement with an Original Equipment Manufacturer (“OEM”) or other contract manufacturer. Additionally for some customers, CTS
provides full turnkey manufacturing and completion including design, bill-of-material management, logistics, and repair.

The accounting policies of the reportable segments are the same as those described in the summary of significant accounting policies in the Company’s
Annual Report on Form 10-K for the year ended December 31, 2012. Management evaluates performance based upon segment operating earnings/(loss)
before restructuring and impairment charge, interest expense, interest income, other non-operating income/(expense), and income tax expense.
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Summarized financial information concerning CTS’ reportable segments is shown in the following table:
 

($ in thousands)   
Components
and Sensors   EMS   Total  

Third Quarter of 2013   
Net sales to external customers   $ 103,632   $ 55,931   $159,563  

    
 

   
 

   
 

Segment operating earnings before corporate and shared services charges   $ 15,108   $ 2,356   $ 17,464  
    

 
   

 
   

 

Corporate and shared services charges    (4,932)   (1,373)   (6,305) 
    

 
   

 
   

 

Segment operating earnings   $ 10,176   $ 983   $ 11,159  
    

 

   

 

   

 

Total assets   $ 424,984   $ 114,879   $539,863  
Third Quarter of 2012     
Net sales to external customers   $ 75,565   $ 61,792   $137,357  

    
 

   
 

   
 

Segment operating earnings before corporate and shared services charges   $ 9,492   $ 4,202   $ 13,694  
    

 
   

 
   

 

Corporate and shared services charges    (4,185)   (1,827)   (6,012) 
    

 
   

 
   

 

Segment operating earnings   $ 5,307   $ 2,375   $ 7,682  
    

 

   

 

   

 

Total assets   $ 369,614   $ 111,762   $481,376  
First Nine Months of 2013     
Net sales to external customers   $ 307,075   $153,561   $460,636  

    
 

   
 

   
 

Segment operating earnings before corporate and shared services charges   $ 42,588   $ 3,317   $ 45,905  
    

 
   

 
   

 

Corporate and shared services charges    (16,642)   (4,499)   (21,141) 
    

 
   

 
   

 

Segment operating earnings/(loss)   $ 25,946   $ (1,182)  $ 24,764  
    

 

   

 

   

 

Total assets   $ 424,984   $ 114,879   $539,863  
First Nine Months of 2012     
Net sales to external customers   $ 228,806   $209,814   $438,620  

    
 

   
 

   
 

Segment operating earnings before corporate and shared services charges   $ 25,233   $ 10,744   $ 35,977  
    

 
   

 
   

 

Corporate and shared services charges    (11,543)   (5,276)   (16,819) 
    

 
   

 
   

 

Segment operating earnings(1)   $ 13,690   $ 5,468   $ 19,158  
    

 

   

 

   

 

Total assets   $ 369,614   $ 111,762   $481,376  
 
(1) EMS segment’s operating earnings of $5,468 includes $1,769 of insurance recovery for property damage related to the flood at CTS Thailand’s

manufacturing facility.

Reconciling information between reportable segments’ operating earnings and CTS’ consolidated earnings before income taxes is shown in the following
table for the three and nine-month periods then ended:
 

   Three Months Ended   Nine Months Ended  

($ in thousands)   
September 29,

2013   
September 30,

2012   
September 29,

2013   
September 30,

2012  
Total segment operating earnings   $ 11,159   $ 7,682   $ 24,764   $ 19,158  
Restructuring and restructuring-related charges –

Components and Sensors    (927)   (365)   (8,821)   (1,604) 
Restructuring and restructuring-related charges – EMS    (139)   (513)   (1,162)   (3,105) 
Interest expense    (849)   (584)   (2,843)   (1,869) 
Interest income    442    425    1,301    1,341  
Other income    706    763    694    297  

    
 

   
 

   
 

   
 

Earnings before income taxes   $ 10,392   $ 7,408   $ 13,933   $ 14,218  
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NOTE H – Contingencies

Certain processes in the manufacture of CTS’ current and past products create hazardous waste by-products as currently defined by federal and state laws and
regulations. CTS has been notified by the U.S. Environmental Protection Agency, state environmental agencies and, in some cases, generator groups, that it is
or may be a potentially responsible party regarding hazardous waste remediation at several non-CTS sites. In addition to these non-CTS sites, CTS has an
ongoing practice of providing reserves for probable remediation activities at certain of its manufacturing locations and for claims and proceedings against
CTS with respect to other environmental matters. In the opinion of management, based upon presently available information relating to all such matters,
either adequate provision for probable costs has been made, or the ultimate costs resulting will not materially affect the consolidated financial position, results
of operations, or cash flows of CTS.

CTS manufactures accelerator pedals for a number of automobile manufacturers, including subsidiaries of Toyota Motor Corporation (“Toyota”). In January
2010, Toyota initiated a recall of a substantial number of vehicles in North America containing pedals manufactured by CTS. The pedal recall and associated
events have led to the Company being named as a co-defendant with Toyota in certain litigation. In February 2010, CTS entered into an agreement with
Toyota whereby Toyota agreed that it will indemnify, defend, and hold the Company harmless from, and the parties will cooperate in the defense of, third-
party civil claims and actions that are filed or asserted in the United States or Canada and that arise from or relate to alleged incidents of unintended
acceleration of Toyota and Lexus vehicles. The limited exceptions to indemnification restrict CTS’ share of any liability to amounts collectable from its
insurers.

Certain other claims are pending against CTS with respect to matters arising out of the ordinary conduct of the Company’s business. With respect to these
claims, in the opinion of management, based upon past experience and presently available information, either adequate provision for anticipated costs has
been reserved or the ultimate anticipated costs will not materially affect CTS’ consolidated financial position, results of operations, or cash flows.

Scotland EMS Manufacturing Facility Fire

During the second quarter of 2011, a fire occurred at the Company’s Scotland EMS manufacturing facility. The fire damaged approximately $1.6 million of
inventory and $0.2 million of machinery and equipment at net book value. Property insurance coverage with a $0.1 million deductible had substantially
covered the costs of repairing and/or replacing the damaged inventory and machinery and equipment. Business interruption insurance had substantially
covered the lost sales impact and related fixed costs in 2011.

In the first nine months of 2012, CTS recovered approximately $1.0 million from the Company’s insurance carriers and recorded a recovery of approximately
$0.9 million for business interruption, after deducting approximately $0.1 million for certain expenses, in CTS’ Unaudited Condensed Consolidated
Statements of Earnings/(Loss) for the nine months ended September 30, 2012. These recoveries reflect the final settlement with CTS’ insurance carrier.

Thailand EMS Manufacturing Facility Flood

During the fourth quarter of 2011, CTS’ Thailand EMS manufacturing facility was flooded. The flood damaged approximately $0.8 million of inventory and
$0.5 million of fixed assets. CTS also incurred approximately $2.5 million of fixed costs at this facility. Local property insurance covered the costs of
repairing and/or replacing the damaged inventory and machinery and equipment. CTS also had business interruption insurance under these policies that
covers the lost sales impact and fixed costs. The maximum amount covered under the local insurance policy was approximately $2.4 million. CTS also had a
secondary global insurance policy that covered costs not covered by the local policy for up to approximately $25 million with a deductible of $250,000.

During the third quarter of 2012, CTS received cash of approximately $4.2 million from its insurance carriers. All of the proceeds received were for business
interruption and accordingly, CTS recorded a recovery of $4.2 million for business interruption for the quarter ended September 30, 2012 in the Company’s
Unaudited Condensed Consolidated Statements of Earnings/(Loss).

In the first nine months of 2012, CTS received cash of approximately $18.9 million from its insurance carriers. Out of the $18.9 million, approximately $15.8
million was for business interruption and the remaining $3.1 million was for the reimbursement of costs related to property damage. Part of the cash received
was to relieve the insurance receivable balance of $2.4 million recorded at December 31, 2011.

Accordingly, CTS recorded a recovery of approximately $14.4 million for business interruption and $1.8 million for property damage in CTS’ Unaudited
Condensed Consolidated Statements of Earnings/(Loss) for the nine months ended September 30, 2012. CTS continued to process the insurance claim related
to the flood for increased expenses and lost sales impact, with a final settlement in fourth quarter of 2012.
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NOTE I – Fair Value Measurement

The table below summarizes the non-financial assets that were measured and recorded at fair value on a non-recurring basis as of September 29, 2013 and the
loss recorded during the nine months ended September 29, 2013 on those assets:
 
($ in thousands)             

Description   

Carrying Value
at September 29,

2013    

Quoted Prices
in Active

Markets for
Identical
(Level 1)    

Significant
Other

Observable
Inputs

(Level 2)    

Significant
Unobservable

Inputs
(Level 3)    

Loss for Nine-
Months Ended
September 29,

2013  
Intangible assets, other than goodwill and indefinite-lived

intangibles   $ 244    $ —      $ —      $ 244    $ 233  
Long-lived assets   $ 11,460    $ —      $ —      $ 11,460    $ 2,926  

During the second quarter of 2013, CTS initiated the June 2013 restructuring plan which impacted certain locations in the Components and Sensors segment
(See Note M). This was considered a triggering event and the Company performed an impairment analysis for the impacted intangibles and long-lived assets.
The resulting intangible impairment loss related to customer based intangibles in the Components and Sensors segment. The fair value of these assets were
measured and recorded using an income approach. Projected future cash flows related to these assets were used under this approach to determine their fair
values. CTS recorded an impairment charge of approximately $3,159,000 for the nine months ended September 29, 2013. The impairment charge was
recorded under “Restructuring and Impairment Charge” on the Company’s Unaudited Condensed Consolidated Statements of Earnings/(Loss).

The table below summarizes the financial liability that was measured at fair value on a recurring basis as of September 29, 2013 and the loss recorded during
the nine months ended September 29, 2013:
 

($ in thousands)   

Carrying Value
at September 29,

2013    

Quoted Prices
in Active

Markets for
Identical
(Level 1)    

Significant
Other

Observable
Inputs

(Level 2)    

Significant
Unobservable

Inputs
(Level 3)    

Loss for Nine-
Months Ended
September 29,

2013  
Interest rate swap – cash flow hedge   $ 1,023    $ —      $ 1,023    $ —      $ 236  

The fair value of CTS’ interest rate swaps were measured using a market approach which uses current industry information. There is a readily determinable
market and these swaps are classified within level 2 of the fair value hierarchy. $390,000 of the fair value of these swaps is classified as a current liability and
the remaining $633,000 is classified as a non-current liability on CTS’ Unaudited Condensed Consolidated Balance Sheets.

CTS’ long-term debt consists of a revolving debt facility. There is a readily determinable market for CTS’ revolving credit debt and it is classified within
Level 2 of the fair value hierarchy as the market is not deemed to be active. The fair value of long-term debt was measured using a market approach which
uses current industry information and approximates carrying value.

NOTE J – Earnings Per Share

The table below provides a reconciliation of the numerator and denominator of the basic and diluted earnings / (loss) per share (“EPS”) computations. Basic
EPS is calculated using the weighted average number of common shares outstanding as the denominator and net earnings as the numerator. Diluted EPS is
calculated by adding all potentially dilutive shares to the weighted average number of common shares outstanding for the denominator. All anti-dilutive
shares are excluded from the computation of diluted EPS. The calculations below provide net earnings / (loss), weighted average common shares outstanding,
and earnings / (loss) per share for both basic and diluted EPS for the three and nine month periods ended September 29, 2013 and September 30, 2012.
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($ in thousands, except per share amounts)   

Net Earnings /
(Loss)

(Numerator)   

Shares
(in thousands)
(Denominator)   

Per Share
Amount  

Third Quarter 2013    
Basic EPS   $ 6,819    33,696     0.20  

       

 

Effect of dilutive securities:      
Equity-based compensation plans    —      635    

    
 

   
 

  

Diluted EPS   $ 6,819    34,331     0.20  
    

 

   

 

    

 

Third Quarter 2012      
Basic EPS   $ 5,917    33,923    $ 0.17  

       

 

Effect of dilutive securities:      
Equity-based compensation plans    —      548    

    
 

   
 

  

Diluted EPS   $ 5,917    34,471    $ 0.17  
    

 

   

 

    

 

First Nine Months of 2013      
Basic EPS   $ (948)   33,603     (0.03) 

       

 

Effect of dilutive securities:      
Equity-based compensation plans    —      —      

    
 

   
 

  

Diluted EPS   $ (948)   33,603     (0.03) 
    

 

   

 

    

 

First Nine Months of 2012      
Basic EPS   $ 11,501    34,017    $ 0.34  

       

 

Effect of dilutive securities:      
Equity-based compensation plans    —      571    

    
 

   
 

  

Diluted EPS   $ 11,501    34,588    $ 0.33  
    

 

   

 

    

 

The following table shows the potentially dilutive securities which have been excluded from the three and nine-month periods ended September 29, 2013 and
September 30, 2012 dilutive earnings per share calculation because they are either anti-dilutive, or the exercise price exceeds the average market price.
 

   Three Months Ended    Nine Months Ended  

(Number of Shares in Thousands)   
September 29,

2013    
September 30,

2012    
September 29,

2013    
September 30,

2012  
Stock options where the assumed proceeds exceed the average market price    25     387     25     387  
Restricted stock units    —       —       609     —    

NOTE K – Treasury Stock

Common stock held in treasury totaled 22,029,923 shares with a cost of $313.2 million at September 29, 2013 and 21,829,954 shares with a cost of $311.0
million at December 31, 2012. Approximately 8.2 million shares are available for future issuances.

In August 2012, CTS’ Board of Directors authorized a program to repurchase up to one million shares of its common stock in the open market at a maximum
price of $13 per share. In August 2013, CTS’ Board of Directors amended the August 2012 share repurchase program by removing the provision that the
price per share have a maximum price of $13. The authorization has no expiration. Reacquired shares are expected to be used to support equity-based
compensation programs and for other corporate purposes. During the first nine months of 2013, 199,969 shares were repurchased pursuant to this share
repurchase program.

In June 2013, CTS’ Board of Directors authorized another program to repurchase up to one million shares of its common stock in the open market. The
authorization has no expiration. Reacquired shares will be used to support equity-based compensation programs and for other corporate purposes. During the
first nine months of 2013, there were no shares repurchased under this program.

NOTE L – Goodwill and Other Intangible Assets

CTS has the following other intangible assets and goodwill as of:
 
   September 29, 2013   December 31, 2012  

($ in thousands)   

Gross
Carrying
Amount    

Accumulated
Amortization  

Gross
Carrying
Amount    

Accumulated
Amortization 

Amortized intangible assets:        
Customer lists/relationships   $ 62,014    $ (28,171)  $ 62,014    $ (25,084) 
Patents    10,319     (10,319)   10,319     (10,319) 
Other intangibles    11,460     (2,124)   11,280     (672) 

    
 

    
 

   
 

    
 

Total definite lived intangible assets    83,793     (40,614)   83,613     (36,075) 
In-process research & development    640     —      820     —    
Goodwill    35,156     —      35,156     —    

    
 

    
 

   
 

    
 

Total   $119,589    $ (40,614)  $119,589    $ (36,075) 
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During the nine months ended September 29, 2013, CTS retrospectively adjusted the provisional amounts recognized at the acquisition date for the D&R
acquisition in December 2012. Customer lists/relationships were reduced by $7,988,000, Other intangibles were increased by $9,445,000, and Goodwill was
reduced by $1,194,000 as a result of additional information provided by CTS’ external valuation consultants. The D&R allocations pertaining to goodwill and
other intangible assets will be finalized in the fourth quarter of 2013. See Note C for further discussion.

There was $38.9 million and $4.3 million of net intangible assets excluding goodwill and in-process research and development at September 29, 2013 related
to the Components and Sensors segment and the EMS segment, respectively. The in-process research and development intangible at September 29, 2013 and
December 31, 2012 relates to the Components and Sensors Segment. There was $34.7 million and $0.5 million of goodwill at September 29, 2013 and
December 31, 2012, related to the Components and Sensors segment and to the EMS segment, respectively.

CTS recorded amortization expense of $1.3 million and $4.3 million during the three and nine-month periods ended September 29, 2013, respectively. CTS
recorded amortization expense of $0.9 million and $2.2 million during the three and nine-month periods ended September 30, 2012, respectively. The
weighted average remaining amortization period for the amortizable intangible assets is 11.3 years. The weighted average remaining amortization period for
customer lists/relationships is 12.1 years and for the other intangibles is 8.7 years. CTS estimates remaining amortization expense of $1.3 million in 2013,
$4.8 million in 2014, $4.6 million in 2015, $4.3 million in 2016, $4.2 million in 2017 and $24.0 million thereafter.

NOTE M – Restructuring Charges

During June of 2012, CTS initiated certain restructuring actions to reorganize certain operations to further improve its cost structure. These actions resulted in
the elimination of approximately 250 positions. These actions were substantially completed by the middle of the fourth quarter of 2012. The following table
displays the planned restructuring and restructuring-related charges associated with the realignment, as well as a summary of the actual costs incurred through
September 29, 2013:
 

($ in millions)
June 2012 Plan   

Planned
Costs    

Actual incurred
through

September 29,
2013  

Workforce reduction   $ 2.1    $ 2.0  
Asset impairment charge    1.2     1.4  
Other charge    0.1     0.2  

    
 

    
 

Restructuring and impairment charges   $ 3.4    $ 3.6  
    

 
    

 

Inventory write-down   $ 0.6    $ 0.7  
Equipment relocation    0.5     0.3  
Other charges    0.5     0.6  

    
 

    
 

Restructuring-related charges   $ 1.6    $ 1.6  
    

 
    

 

Total restructuring and restructuring-related charges   $ 5.0    $ 5.2  
    

 

    

 

There was $2.1 million and $3.1 million of restructuring and restructuring-related charges incurred by the Components and Sensors segment and the EMS
segment, respectively. Restructuring and impairment charges are reported on a separate line on the Unaudited Condensed Consolidated Statements of
Earnings/(Loss). Restructuring-related charges are reported as a component of Cost of Goods Sold on the Unaudited Condensed Consolidated Statements of
Earnings/(Loss).

The following table displays the restructuring reserve activity for the nine months ended September 29, 2013:
 

($ in millions)
June 2012 Plan     
Restructuring liability at January 1, 2013   $ 0.1  
Restructuring and restructuring-related charges, excluding asset impairments and write-offs    —    
Cost paid    (0.1) 

    
 

Restructuring liability at September 29, 2013   $ —    
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The restructuring activities discussed above, consolidated CTS’ operations from the United Kingdom (“UK”) EMS manufacturing facility and the Tucson,
AZ Components and Sensors facility into other facilities. The EMS operations at the UK EMS facility were transferred to CTS’ EMS facilities located in
Londonderry, New Hampshire and Matamoros, Mexico. The Components and Sensors operations at the Tucson, AZ facility were transferred to CTS’
Components and Sensors facility located in Albuquerque, New Mexico.

During December of 2012, CTS realigned its operations to suit the business needs of the Company. These realignment actions resulted in the elimination of
approximately 190 positions. These actions were completed as of March 31, 2013. The following table displays the planned restructuring and restructuring-
related charges associated with the realignment, as well as a summary of the actual costs incurred through September 29, 2013:
 

($ in millions)
December 2012 Plan   

Planned
Costs    

Actual incurred
through

September 29,
2013  

Workforce reduction   $ 1.7    $ 1.8  
Asset impairment charge    1.1     1.1  
Other charge    0.3     0.4  

    
 

    
 

Restructuring and impairment charges   $ 3.1    $ 3.3  
    

 
    

 

Inventory write-down   $ 0.5    $ 0.5  
Equipment relocation    0.1     0.3  
Other charges    0.4     0.1  

    
 

    
 

Restructuring-related charges   $ 1.0    $ 0.9  
    

 
    

 

Total restructuring and restructuring-related charges   $ 4.1    $ 4.2  
    

 

    

 

Approximately $0.8 million of the restructuring and restructuring-related charges of $4.2 million were incurred in the first quarter of 2013. $0.6 million of
these charges related to the EMS segment and $0.2 million relates to the Components and Sensors segment. Restructuring and impairment charges are
reported on a separate line on the Unaudited Condensed Consolidated Statements of Earnings/(Loss). Restructuring-related charges are reported as a
component of Cost of Goods Sold on the Unaudited Condensed Consolidated Statements of Earnings/(Loss).

The following table displays the restructuring reserve activity for the nine months ended September 29, 2013:
 

($ in millions)
December 2012 Plan     
Restructuring liability at January 1, 2013   $ 1.6  
Restructuring and restructuring-related charges, excluding asset impairments and write-offs    0.8  
Cost paid    (2.4) 

    
 

Restructuring liability at September 29, 2013   $ —    
    

 

During June of 2013, CTS announced plans to further restructure its operations to align its operations to the business needs of the Company. These
restructuring actions will result in the elimination of approximately 350 positions. These actions are expected to be completed in 2014. The following table
displays the planned restructuring and restructuring-related charges associated with the realignment, as well as a summary of the actual costs incurred through
September 29, 2013:
 

($ in millions)
June 2013 Plan   

Planned
Costs    

Actual incurred
through

September 29,
2013  

Workforce reduction   $ 8.3    $ 4.9  
Asset impairment charge    3.0     3.1  
Other charges, including pension termination costs    5.5     0.2  

    
 

    
 

Restructuring and impairment charges   $ 16.8    $ 8.2  
    

 
    

 

Inventory write-down   $ 0.8    $ 0.9  
Equipment relocation    0.9     0.1  
Other charges    0.1     0.0  

    
 

    
 

Restructuring-related charges   $ 1.8    $ 1.0  
    

 
    

 

Total restructuring and restructuring-related charges   $ 18.6    $ 9.2  
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There was $0.9 million and $0.2 million of restructuring and restructuring related charges for the three months ended September 29, 2013 incurred by the
Components and Sensors segment and the EMS segment, respectively. There was $8.6 million and $0.6 million of restructuring and restructuring related
charges for the nine months ended September 29, 2013 incurred by the Components and Sensors segment and the EMS segment, respectively. Restructuring
and impairment charges are reported on a separate line on the Unaudited Condensed Consolidated Statements of Earnings/(Loss). Restructuring-related
charges are reported as a component of Cost of Goods Sold on the Unaudited Condensed Consolidated Statements of Earnings/(Loss).

The following table displays the restructuring reserve activity for the nine months ended September 29, 2013:
 

($ in millions)
June 2013 Plan     
Restructuring liability at April 1, 2013   $ —    
Restructuring and restructuring-related charges, excluding asset impairments and write-offs    5.2  
Cost paid    (1.9) 

    
 

Restructuring liability at September 29, 2013   $ 3.3  
    

 

The restructuring activities discussed above, will simplify CTS’ global footprint by consolidating manufacturing facilities into existing locations. This plan
includes the consolidation of operations from the UK manufacturing facility into the Czech Republic facility, the Carol Stream, Illinois manufacturing facility
into the Juarez, Mexico facility and to discontinue manufacturing at its Singapore facility, all of which are in the Components and Sensors segment.

Note N – Other Comprehensive Earnings

The following table displays the changes in Accumulated Other Comprehensive Earnings/(Loss) by components for the nine months ended September 29,
2013 (all amounts are stated net of tax):
 

($ in thousands)  

Cumulative
translation
adjustment   

Defined
benefit

pension items  

Unrealized
gains and

losses on cash
flow hedges   Total  

Accumulated other comprehensive loss—balance at January 1, 2013  $ 1,219   $ (120,843)  $ (980)  $(120,604) 
Other comprehensive loss before reclassifications   (166)   —      229    63  
Amounts reclassified from accumulated other comprehensive loss   —      4,046    144    4,190  

   
 

   
 

   
 

   
 

Net current period other comprehensive loss  $ (166)  $ 4,046   $ 373   $ 4,253  
   

 
   

 
   

 
   

 

Accumulated other comprehensive loss—balance at September 29, 2013  $ 1,053   $ (116,797)  $ (607)  $(116,351) 
   

 

   

 

   

 

   

 

The following table displays the reclassifications out of Accumulated Other Comprehensive Earnings/(Loss) for the nine months ended September 29, 2013:
 

($ in thousands)
Details about Accumulated Other Comprehensive Earnings Components  

Amount Reclassified
from Accumulated

Other Comprehensive
Earnings(a)   

Affected Line Item in
the Statement Where

Net Income is
Presented

Losses on cash flow hedges:   
Interest rate swap contracts  $ 236   Interest expense

  (92)  Tax benefit
   

 
 

 $ 144   Net of tax
   

 

 

Amortization of defined benefit and post-retirement benefit plans:   
Prior service costs  $ 436   (b)
Loss included in net periodic pension costs   6,058   (b)
Foreign exchange impact   61   Other expense

   
 

 

  6,555   Total before tax
 $ (2,509)  Tax benefit
   

 
 

  4,046   Net of tax
   

 

 

Total reclassification for the period  $ 4,190   Net of tax
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(a) Amounts in parenthesis indicate credit.
(b) These accumulated other comprehensive earnings components are included in the computation of net periodic pension cost. The actuarial loss that was

reclassified to Cost of goods sold of $2,251, Selling, general and administrative expenses of $3,017 and research and development expenses of $1,226
are reflected on CTS’ Unaudited Condensed Consolidated Statements of Earnings/(Loss).

Note O – Income Taxes

The effective tax rate for the three and nine month periods ended September 29, 2013 was 34.4% and 106.8%, respectively. The effective tax rate for the three
and nine month periods ended September 30, 2012 was 20.1% and 19.1%, respectively. The income tax expense for the three and nine month periods ended
September 29, 2013 was $3.6 million and $14.9 million, respectively. The income tax expense for the three and nine month periods ended September 30,
2012 was $1.5 million and $2.7 million, respectively. Income tax expense for the nine months ended September 29, 2013 includes a discrete period tax
expense of $10.8 million related to cash repatriation that was recorded during the second quarter of 2013.

CTS does not provide for U.S. income taxes on undistributed earnings of its foreign subsidiaries that are intended to be permanently reinvested. The
repatriation to the U.S. of approximately $30 million during the second quarter of 2013 resulted from a reduction in the amount of earnings required to remain
permanently reinvested in Singapore that was made possible by the June 2013 restructuring plan. No deferred income taxes had been previously recorded for
unremitted earnings from Singapore due to previous conclusions that the earnings were permanently reinvested. All other foreign subsidiary earnings remain
permanently reinvested.

Note P – Subsequent Events

On October 2, 2013, CTS sold its EMS business to Benchmark Electronics, Inc. (“Benchmark”) for $75 million in cash. Included are five manufacturing
facilities located in Moorpark, CA, Londonderry, NH, Bangkok, Thailand, Matamoros, Mexico, and San Jose, CA and approximately 1,000 employees. The
transaction sharpens CTS’ focus on its Components and Sensors business, and provides additional capital to drive growth and enhance shareholder value. The
gain/loss on the sale has not yet been finalized. Management expects the gain/loss amount to be determined in the fourth quarter of 2013 and will be disclosed
in the Company’s Annual Report on Form 10-K for the year ended December 31, 2013.

The unaudited condensed pro forma balance sheet of EMS and CTS excluding EMS as of September 29, 2013, assuming that the disposition of the EMS
business had occurred as of that date, is provided as follows:
 

(In Thousands)   
EMS Business

Sold    
Pro Forma CTS
Post-EMS Sale  

Cash and cash equivalents   $ —      $ 169,830  
Receivables, net of allowance    32,709     64,100  
Inventories    50,997     33,608  
Other current assets    6,373     23,290  
Property, plant and equipment    14,001     75,479  
Other assets    5,022     137,554  

    
 

    
 

Total Assets   $ 109,102    $ 503,861  
    

 

    

 

Current liabilities   $ 38,394    $ 85,037  
Long-term liabilities    30     148,437  

    
 

    
 

Total Liabilities   $ 38,424    $ 233,474  
    

 

    

 

The following unaudited pro forma condensed statement of earnings/(loss) for the nine months ended September 29, 2013 is presented as though the
Company sold EMS as of January 1, 2013. The unaudited pro forma condensed statement of earnings/(loss) was prepared by adjusting the results of the
Company to exclude the results of EMS and estimates of the effects of the sale of EMS on the combined financial results.
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Nine Months Ended
September 29, 2013  

   

(In thousands, except
per share data)

(Unaudited)  
Revenues   $ 307,075  
Net loss   $ (1,709) 
Loss per common share   

Basic   $ (0.05) 
Diluted   $ (0.05) 

Future results may vary significantly from the results reflected in the pro forma financial information because of future events and transactions, as well as
other factors.

Note Q – Recent Accounting Pronouncements

ASU 2013-11, “Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss, or a
Tax Credit Carryforward Exists”

In July 2013, the FASB issued Accounting Standards Update 2013-11, “Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net
Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists,” which provides guidance on financial statement presentation of an
unrecognized tax benefit (UTB) when an NOL carryforward, a similar tax loss, or a tax credit carryforward exists. The FASB’s objective in issuing this ASU
is to eliminate diversity in practice resulting from a lack of guidance on this topic in current U.S. GAAP. Under this ASU, an entity with an unrecognized tax
benefit that is ‘not available’ or not intended to be used at the reporting date to present the unrecognized tax benefit as a liability that should not be combined
with deferred tax assets. Otherwise, the unrecognized tax benefit should be presented as a reduction to the related deferred tax asset. These amendments are
effective for public entities for fiscal years beginning after December 15, 2013, and interim periods within those years. Early adoption is permitted. The
amendments should be applied prospectively, although retroactive application is permitted. The provisions of ASU 2013-11 are not expected to have a
material impact on CTS’ consolidated financial statements.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”)

Forward-Looking Statements

This document contains statements that are, or may be deemed to be, forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. These forward-looking statements include, but are not limited to, any financial or other guidance, statements that reflect our current
expectations concerning future results and events, and any other statements that are not based solely on historical fact. Forward-looking statements are based
on management’s expectations, certain assumptions and currently available information. Readers are cautioned not to place undue reliance on these forward-
looking statements, which speak only as of the date hereof and are based on various assumptions as to future events, the occurrence of which necessarily are
subject to uncertainties. These forward-looking statements are made subject to certain risks, uncertainties and other factors, which could cause our actual
results, performance or achievements to differ materially from those presented in the forward-looking statements. Examples of factors that may affect future
operating results and our financial condition include, but are not limited to: changes in the economy generally and in respect to the businesses in which CTS
operates; unanticipated issues in integrating acquisitions; the results of actions to reposition our business; rapid technological change; general market
conditions in the automotive, communications, and computer industries, as well as conditions in the industrial, defense and aerospace, and medical markets;
reliance on key customers; unanticipated natural disasters or other events; the ability to protect our intellectual property; pricing pressures and demand for our
products; and risks associated with our international operations, including trade and tariff barriers, exchange rates and political and geopolitical risks. Many of
these, and other risks and uncertainties are discussed in further detail in Item 1.A of our Annual Report on Form 10-K for the fiscal year ended December 31,
2012. We undertake no obligation to publicly update our forward-looking statements to reflect new information or events or circumstances that arise after the
date hereof, including market or industry changes.

Overview

CTS Corporation (“we”, “our”, “us”) is a global manufacturer of components and sensors used primarily in the automotive, communications, and defense and
aerospace markets. We also provide electronic manufacturing solutions, including design and supply chain management functions, primarily serving the
defense and aerospace, communications, industrial and medical markets under contract arrangements with original equipment manufacturers.

Subsequent to the third quarter, on October 2, 2013, we sold our EMS business to Benchmark Electronics, Inc. (“Benchmark”) for $75 million in cash.
Included are five manufacturing facilities located in Moorpark, CA, Londonderry, NH, Bangkok, Thailand, Matamoros, Mexico, and San Jose, CA and
approximately 1,000 employees. The transaction sharpens our focus on the Components and Sensors business, and provides additional capital to drive growth
and enhance shareholder value. The gain/loss on the sale has not yet been determined. Management expects the gain/loss amount to be determined in the
fourth quarter of 2013 and will be disclosed in our Annual Report on Form 10-K for the year ended December 31, 2013. For additional information, refer to
our Current Report on Form 8-K that was filed on October 8, 2013.

As discussed in more detail throughout the MD&A:
 

 

•  Net sales in the third quarter of 2013 of $159.6 million were reported through two segments, Components and Sensors and Electronic Manufacturing
Services (“EMS”). Net sales increased by $22.2 million, or 16.2%, in the third quarter of 2013 from the third quarter of 2012. Net sales in the
Components and Sensors segment increased by 37.1% versus the third quarter of 2012, while net sales in the EMS segment decreased by 9.5% versus
the third quarter of 2012.

 

 
•  Gross margin as a percent of net sales was 23.5% in the third quarter of 2013 compared to 19.4% in the third quarter of 2012. The increase in gross

margin resulted primarily from favorable segment mix as the Components and Sensors segment percent of total sales increased to 64.9% of
consolidated sales from 55.0% in the same period of 2012.

 

 •  Insurance recovery for business interruption primarily due to the flood at our Thailand facility totaled $4.2 million in the third quarter of 2012. There
were no insurance recoveries for business interruption in the third quarter 2013 as all recoveries were completed in 2012.

 

 •  Selling, general and administrative (“SG&A”) expenses were $20.8 million, or 13.0% of net sales, in the third quarter of 2013 versus $19.4 million, or
14.1% of net sales, in the third quarter of 2012.

 

 
•  Research and development (“R&D”) expenses were $5.7 million, or 3.6% of net sales, in the third quarter of 2013 compared to $4.4 million, or 3.2% of

net sales, in the third quarter of 2012. The increase was primarily driven by spending to develop and launch new products and growth initiatives,
including the spending resulting from our acquisition of D&R Technology.
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•  During the second quarter of 2013 we initiated certain restructuring actions to further improve our manufacturing utilization, increase overall efficiency

and better position us for profitable future growth. The third quarter 2013 charges recognized in restructuring and related cost as a result of these actions
was approximately $1.1 million. In the third quarter of 2012, restructuring and related costs were approximately $0.9 million.

 

 •  Interest and other income was $0.3 million in the third quarter of 2013 compared to interest and other income of $0.6 million in the same quarter of
2012. The unfavorable impact of $0.3 million was primarily due to $0.3 million higher net interest expense as a result of higher debt balances.

 

 
•  Income tax expense was $3.6 million and the effective tax rate was 34.4% in the third quarter of 2013 versus income tax expense of $1.5 million and an

effective tax rate of 20.1% in the third quarter of 2012. The increase in effective tax rate was primarily due to a change in earnings mix and the third
quarter of 2012 included a non-recurring benefit associated with the impact of a non-taxable capital gain in a foreign jurisdiction.

 

 

•  Net earnings were $6.8 million, or $0.20 per diluted share, in the third quarter of 2013. This compares with net earnings of $5.9 million, or $0.17 per
diluted share, in the third quarter of 2012. The third quarter 2013 included a restructuring and related charge of $0.02 per share, CEO transition costs of
$0.01 per share, and transaction costs related to the sale of our EMS business of $0.01. The third quarter 2012 diluted earnings per share included a
restructuring and related charge of $0.02 per share and legal and CEO search costs of $0.01 per share.
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Critical Accounting Policies

MD&A discusses our unaudited condensed consolidated financial statements, which have been prepared in accordance with accounting principles generally
accepted in the United States of America (“U.S. GAAP”). The preparation of these financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.

Management believes that judgment and estimates related to the following critical accounting policies could materially affect our consolidated financial
statements:
 

 •  Inventory valuation, the allowance for doubtful accounts, and other accrued liabilities
 

 •  Long-lived and intangible assets valuation, and depreciation/amortization periods
 

 •  Income taxes
 

 •  Retirement plans
 

 •  Equity-based compensation

In the third quarter of 2013, there were no changes in the above critical accounting policies.

Results of Operations

Comparison of Third Quarter 2013 and Third Quarter 2012

Segment Discussion

Refer to Note G, “Segments,” in our Unaudited Condensed Consolidated Financial Statements for a description of our segments.

The following table highlights the segment results for the quarters ended September 29, 2013 and September 30, 2012:
 

($ in thousands)   
Components
and Sensors   EMS   Total  

Third Quarter of 2013    
Net sales to external customers   $ 103,632   $55,931   $159,563  

    
 

   
 

   
 

Segment operating earnings before corporate and shared services charges   $ 15,108   $ 2,356   $ 17,464  
    

 
   

 
   

 

Corporate and shared services charges    (4,932)   (1,373)   (6,305) 
    

 
   

 
   

 

Segment operating earnings   $ 10,176   $ 983   $ 11,159  
    

 

   

 

   

 

% of Net sales    9.8%   1.8%   7.0% 
Third Quarter of 2012     
Net sales to external customers   $ 75,565   $61,792   $137,357  

    
 

   
 

   
 

Segment operating earnings before corporate and shared services charges   $ 9,492   $ 4,202   $ 13,694  
    

 
   

 
   

 

Corporate and shared services charges    (4,185)   (1,827)   (6,012) 
    

 
   

 
   

 

Segment operating earnings   $ 5,307   $ 2,375   $ 7,682  
    

 

   

 

   

 

% of Net sales    7.0%   3.8%   5.6% 

Net sales in the Components and Sensors segment increased $28.1 million, or 37.1%, from the third quarter of 2012. The increase in net sales was primarily
attributable to a $24.3 million increase in sales to automotive markets due to incremental sales of $11.8 million from the acquisition of D&R Technology,
sales of $5.9 million from the recently-launched smart actuator product, and a sales increase of $5.0 million in accelerator pedals. Sales of electronic
components increased $3.8 million, or 12.0%, driven by higher sales of $1.9 million of piezoceramic products mainly for hard disk drive applications.

The Components and Sensors segment recorded operating earnings of $10.2 million in the third quarter of 2013 versus $5.3 million in the third quarter of
2012. The favorable earnings change resulted primarily from higher sales, including the D&R Technology acquisition.
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Net sales in the EMS segment decreased $5.9 million, or 9.5%, in the third quarter of 2013 from the third quarter of 2012. The decrease in net sales was
primarily due to uncertain global economic conditions and our decision to exit certain customer relationships during 2012. The lower net sales by market
were $3.6 million in the industrial market, $4.0 million in the communications market, partially offset by increases in the computer and medical markets.

EMS segment operating earnings were $1.0 million in the third quarter of 2013 versus operating earnings of $2.4 million in the third quarter of 2012. The
unfavorable earnings change was primarily due to lower sales and the timing of insurance recoveries related to the flood at our Thailand facility.

Total Company Discussion

The following table highlights changes in significant components of the Unaudited Condensed Consolidated Statements of Earnings/(Loss) for the quarters
ended September 29, 2013 and September 30, 2012:
 

   Quarter ended     

($ in thousands, except net earnings per share)   
September 29,

2013   
September 30,

2012   
Increase

(Decrease) 
Net sales   $ 159,563   $ 137,357   $ 22,206  
Restructuring-related costs   $ 113   $ 633   $ (520) 
% of net sales    0.1%   0.5%   (0.4)% 
Gross margin   $ 37,529   $ 26,594   $ 10,935  
% of net sales    23.5%   19.4%   4.1% 
Insurance recovery for business interruption   $ —     $ (4,192)  $ 4,192  
Operating expenses:     

Selling, general and administrative expenses   $ 20,765   $ 19,387   $ 1,378  
% of net sales    13.0%   14.1%   (1.1)% 
Research and development expenses   $ 5,718   $ 4,350   $ 1,368  
% of net sales    3.6%   3.2%   0.4% 
Restructuring charge   $ 953   $ 245   $ 708  
% of net sales    0.6%   0.2%   0.4% 

Operating earnings   $ 10,093   $ 6,804   $ 3,289  
% of net sales    6.3%   5.0%   1.3% 
Net interest and other income   $ 299   $ 604   $ (305) 
% of net sales    0.2%   0.4%   (0.2)% 
Income tax expense   $ 3,573   $ 1,491   $ 2,082  
Net earnings   $ 6,819   $ 5,917   $ 902  
% of net sales    4.3%   4.3%   —  % 
Net earnings per diluted share   $ 0.20   $ 0.17   $ 0.03  

Net sales of $159.6 million in the third quarter of 2013 increased $22.2 million, or 16.2%, from the third quarter of 2012 attributable to higher Components
and Sensors segment net sales of $28.1 million partially offset by lower EMS segment net sales of $5.9 million.

Gross margin as a percent of net sales was 23.5% in the third quarter of 2013 compared to 19.4% in the third quarter of 2012. The increase in gross margin
resulted primarily from favorable segment mix as the Components and Sensors segment percent of total sales increased to 64.9% of consolidated sales from
55.0% in the same period of 2012.
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Insurance recovery for business interruption primarily due to the flood at our Thailand facility totaled $4.2 million in the third quarter of 2012. This recovery
partially offsets related expenses that negatively impacted our gross margin. There were no insurance recoveries for business interruption in the third quarter
2013 as all recoveries were completed in 2012.

SG&A expenses were $20.8 million, or 13.0% of net sales, in the third quarter of 2013 versus $19.4 million, or 14.1% of net sales in the third quarter of 2012.
SG&A expenses increased primarily due to the acquisition of D&R Technology, CEO transition costs and transaction costs related to the sale of our EMS
business.

R&D expenses were $5.7 million, or 3.6% of net sales, in the third quarter of 2013 compared to $4.4 million, or 3.2% of net sales, in the third quarter of
2012. The increase was primarily driven by spending to develop and launch new products and growth initiatives, including the spending resulting from our
acquisition of D&R Technology. R&D expenses are incurred by the Components and Sensors segment and are primarily focused on expanded applications of
existing products and new product development, as well as current product and process enhancements.

Operating earnings were $10.1 million in the third quarter of 2013, including restructuring and related charges of $1.1 million, compared to $6.8 million in
the third quarter of 2012, which included restructuring and related charges of $0.9 million.

Interest and other income was $0.3 million in the third quarter of 2013 versus $0.6 million in the same quarter of 2012. The unfavorable impact of $0.3
million was primarily due to $0.3 million higher net interest expense as a result of higher debt balances.

The effective tax rate in the third quarter of 2013 was 34.4% compared to 20.1% in the third quarter of 2012. The increase in effective tax rate was primarily
due to a change in earnings mix and the third quarter of 2012 included a non-recurring benefit associated with the impact of a non-taxable capital gain in a
foreign jurisdiction.

Net earnings were $6.8 million, or $0.20 per diluted share, in the third quarter of 2013 compared with net earnings of $5.9 million, or $0.17 per diluted share,
in the third quarter of 2012.

Comparison of First Nine Months 2013 and First Nine Months 2012

Segment Discussion

The following table highlights the segment results for the nine-month periods ended September 29, 2013 and September 30, 2012:
 

($ in thousands)   
Components
and Sensors   EMS   Total  

First Nine Months of 2013     
Net sales to external customers   $ 307,075   $153,561   $460,636  

    
 

   
 

   
 

Segment operating earnings before corporate and shared services
charges   $ 42,588   $ 3,317   $ 45,905  

    
 

   
 

   
 

Corporate and shared services charges    (16,642)   (4,499)   (21,141) 
    

 
   

 
   

 

Segment operating earnings / (loss)   $ 25,946   $ (1,182)  $ 24,764  
    

 

   

 

   

 

% of Net sales    8.4%   (0.8)%   5.4% 
First Nine Months of 2012     
Net sales to external customers   $ 228,806   $209,814   $438,620  

    
 

   
 

   
 

Segment operating earnings before corporate and shared services
charges   $ 25,233   $ 10,744   $ 35,977  

    
 

   
 

   
 

Corporate and shared services charges    (11,543)   (5,276)   (16,819) 
    

 
   

 
   

 

Segment operating earnings (1)   $ 13,690   $ 5,468   $ 19,158  
    

 

   

 

   

 

% of Net sales    6.0%   2.6%   4.4% 
 
(1) EMS’ operating earnings of $5,468 includes $1,769 of insurance recovery for property damage related to the flood at CTS Thailand’s manufacturing

facility.
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Net sales in the Components and Sensors segment increased $78.3 million, or 34.2% from the first nine months of 2012. The increase in net sales was
primarily attributable to a $62.0 million increase in sales to automotive markets due to incremental sales of $37.7 million from the acquisition of D&R
Technology, and sales of $19.6 million from the recently-launched smart actuator product. Sales of electronic components increased $16.2 million, or 18.1%,
driven by higher piezoceramic product sales of $12.6 million, mainly for hard disk drive applications.

The Components and Sensors segment operating earnings were $25.9 million in the first nine months of 2013 versus $13.7 million in the first nine months of
2012. The favorable earnings change resulted primarily from higher sales, including the D&R Technology acquisition.

Net sales in the EMS segment decreased $56.3 million, or 26.8%, in the first nine months of 2013 from the first nine months of 2012. The decrease in net
sales was primarily due to uncertain global economic conditions and our decision to exit certain customer relationships during 2012. The lower net sales by
market were $22.7 million in the defense and aerospace market, $20.9 million in the industrial market, $9.9 million in the communications market, and $3.3
million in the medical market, partially offset by an increase of $0.6 million in the computer market.

EMS segment operating losses were $1.2 million in the first nine months of 2013 versus operating earnings of $5.5 million in the first nine months of 2012.
The unfavorable earnings change was primarily due to $56.3 million of lower sales and the timing of insurance recoveries related to the flood at our Thailand
facility and the fire at our Scotland facility.

Total Company Discussion

The following table highlights changes in significant components of the Unaudited Condensed Consolidated Statements of Earnings/(Loss) for the nine-
month periods ended September 29, 2013 and September 30, 2012:
 

   Nine months ended     

($ in thousands, except net earnings per share)   
September 29,

2013   
September 30,

2012   
Increase

(Decrease) 
Net sales   $ 460,636   $ 438,620   $ 22,016  
Restructuring-related costs   $ 1,228   $ 1,325   $ (97) 
% of net sales    0.3%   0.3%   —  % 
Gross margin   $ 104,198   $ 74,581   $ 29,617  
% of net sales    22.6%   17.0%   5.6% 
Insurance recovery for business interruption   $ —     $ (15,242)   15,242  
Operating expenses:     

Selling, general and administrative expenses   $ 62,921   $ 58,169   $ 4,752  
% of net sales    13.7%   13.3%   0.4% 
Research and development expenses   $ 17,741   $ 15,590   $ 2,151  
% of net sales    3.9%   3.6%   0.3 % 
Insurance recovery for property damage   $ —     $ (1,769)  $ 1,769  
Restructuring and impairment charge   $ 8,755   $ 3,384   $ 5,371  
% of net sales    1.9%   0.8%   1.1% 

Operating earnings   $ 14,781   $ 14,449   $ 332  
% of net sales    3.2%   3.3%   (0.1)% 
Net interest and other income   $ (848)  $ (231)  $ (617) 
% of net sales    (0.2)%   (0.1)%   (0.1)% 
Income tax expense   $ 14,881   $ 2,717   $ 12,164  
Net (loss)/earnings   $ (948)  $ 11,501   $(12,449) 
% of net sales    (0.2)%   2.6%   (2.8)% 
Net (loss)/earnings per share   $ (0.03)  $ 0.33   $ (0.36)
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Net sales of $460.6 million in the first nine months of 2013 increased $22.0 million, or 5.0%, from the first nine months of 2012 attributable to higher
Components and Sensors segment net sales of $78.3 million, partially offset by lower EMS segment net sales of $56.3 million.

Gross margin as a percent of net sales was 22.6% in the first nine months of 2013 compared to 17.0% in the first nine months of 2012. The increase in gross
margin primarily resulted from favorable segment mix as the Components and Sensors segment percent of total sales increased to 66.7% of consolidated sales
from 52.2% in the same period of 2012.

SG&A expenses were $62.9 million, or 13.7% of net sales, in the first nine months of 2013 versus $58.2 million, or 13.3% of net sales, in the first nine
months of 2012. SG&A expenses as a percentage of net sales increased primarily due to the acquisition of D&R Technology and CEO transition costs.

R&D expenses were $17.7 million, or 3.9% of net sales, in the first nine months of 2013 versus $15.6 million, or 3.6% of net sales, in the first nine months of
2012. The increase was primarily driven by spending to develop and launch new products and growth initiatives. R&D expenses are incurred by the
Components and Sensors segment and are primarily focused on expanded applications of existing products and new product development, as well as current
product and process enhancements.

Operating earnings were $14.8 million in the first nine months of 2013, including restructuring and related charges of $10.0 million, compared to $14.4
million in the first nine months of 2012 which included restructuring and related charges of $4.7 million.

Interest and other expense in the first nine months of 2013 was $0.8 million versus $0.2 million in the same period of 2012 due to higher interest expense on
higher debt balances, partially offset by higher foreign exchange gains.

The effective tax rate for the first nine months of 2013 was 106.8% compared to 19.1% in the first nine months of 2012. The increase in tax rate was
primarily due to the second quarter 2013 tax expense of $10.8 million on the $30 million cash repatriation from Singapore to the U.S. as a result of the
Singapore restructuring and tax expense of $1.0 million for write-off of deferred tax assets in the U.K. related to restructuring.

Net losses were $0.9 million, or $0.03 per share, in the first nine months of 2013 compared with net earnings of $11.5 million, or $0.33 per diluted share, in
the first nine months of 2012.

Scotland EMS Manufacturing Facility Fire

During the second quarter of 2011, a fire occurred at our Scotland EMS manufacturing facility. The fire damaged approximately $1.6 million of inventory and
$0.2 million of machinery and equipment at net book value. Property insurance coverage with a $0.1 million deductible has substantially covered the costs of
repairing and/or replacing the damaged inventory and machinery and equipment. Business interruption insurance had substantially covered the lost sales
impact and related fixed costs in 2011.

In the first nine months of 2012, we recovered approximately $1.0 million from our insurance carriers and recorded a recovery of approximately $0.9 million
for business interruption, after deducting approximately $0.1 million for certain expenses, in our Unaudited Condensed Consolidated Statements of
Earnings/(Loss) for the nine months ended September 30, 2012. These recoveries reflect the final settlement with our insurance carrier.

Thailand EMS Manufacturing Facility Flood

During the fourth quarter of 2011, our Thailand EMS manufacturing facility was flooded. The flood damaged approximately $0.8 million of inventory and
$0.5 million of fixed assets. We also incurred approximately $2.5 million of fixed costs at this facility. Local property insurance covered the costs of repairing
and/or replacing the damaged inventory and machinery and equipment. We also had business interruption insurance under these policies that cover the lost
sales impact and fixed costs. The maximum amount covered under the local insurance policy was approximately $2.4 million. We also had a secondary global
insurance policy that covered costs not covered by the local policy for up to approximately $25 million with a deductible of $250,000.

During the third quarter of 2012, we received cash of approximately $4.2 million from our insurance carrier. All of the proceeds received were for business
interruption and, accordingly, we recorded a recovery of $4.2 million for business interruption for the quarter ended September 30, 2012 in our Unaudited
Condensed Consolidated Statements of Earnings/(Loss).
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In the first nine months of 2012, we received cash of approximately $18.9 million from our insurance carrier. Out of the $18.9 million, approximately $15.8
million was for business interruption and the remaining $3.1 million was for the reimbursement of costs related to property damage. Part of the cash received
was to relieve the insurance receivable balance of $2.4 million recorded at December 31, 2011.

Accordingly, we recorded a recovery of approximately $14.4 million for business interruption and $1.8 million for property damage in our Unaudited
Condensed Consolidated Statements of Earnings/(Loss) for the nine months ended September 30, 2012. All claims were settled in 2012 with our insurance
carrier.

2013 Outlook

Full-year 2013 sales are expected to be in the range of $555 million to $560 million reflecting the October 2, 2013 EMS divestiture. We are maintaining the
2013 adjusted earnings per share guidance in the range of $0.78 to $0.83 per share.

The following table provides a reconciliation of estimated full-year 2013 diluted earnings per share to full-year 2013 adjusted earnings per share:
 

   Full-year 2013  
Diluted earnings per share   $0.03 - $0.08  
Restructuring and restructuring-related charges    0.32  
CEO transition costs    0.08  
Tax impact of cash repatriation    0.32  
Tax impact of UK deferred tax asset write off    0.03  

    
 

Adjusted earnings per share   $0.78 - $0.83  
    

 

Adjusted earnings per share is a term not recognized by U.S. GAAP. The most directly comparable U.S. GAAP financial measure is diluted earnings per
share. We calculate adjusted earnings per share to exclude restructuring and restructuring-related charge.

We use the adjusted earnings per share measure to evaluate overall performance, establish plans and perform strategic analyses. We believe using adjusted
earnings per share avoids distortion in the evaluation of operating results by eliminating the impact of events that are not related to operating performance.
These measures are based on the exclusion of specific items, and, as such, they may not be comparable to measures used by other companies that have similar
titles. Our management compensates for this limitation when performing peer company comparisons by evaluating both U.S. GAAP and non-GAAP financial
measures reported by peer companies. We believe that adjusted earnings per share is useful to our management, investors and stakeholders in that it:
 

 •  provides a better measure of our operating performance;
 

 •  reflects the results used by management in making decisions about the business; and
 

 •  helps to review and project our performance over time.

We recommend that investors and stakeholders consider both diluted earnings per share and adjusted earnings per share in evaluating our performance with
peer companies.

Liquidity and Capital Resources

Overview

Cash and cash equivalents were $96.7 million at September 29, 2013 and $109.6 million at December 31, 2012. Total debt on September 29, 2013 was $128.6
million compared to $153.5 million at December 31, 2012, as we paid down the debt from cash repatriated from a foreign operation. Total debt as a
percentage of total capitalization was 32.3% at the end of the third quarter of 2013, compared with 36.4% at December 31, 2012. Total debt as a percentage of
total capitalization is defined as the sum of notes payable and long-term debt as a percentage of total debt and shareholders’ equity.

As of September 29, 2013, the amount of cash and cash equivalents held by foreign subsidiaries was $95.5 million. If these funds are needed for our
operations in the U.S., we would be required to accrue U.S. taxes to repatriate these funds. However, our intent is to permanently reinvest these funds outside
the U.S. and our current plans do not require us to repatriate them to fund our U.S. operations, which have we believe have sufficient liquidity. Any
repatriation may not result in significant cash income tax payments as the taxable event would likely be offset by the utilization of the then available net
operating losses and tax credits.
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Working capital decreased by $8.2 million in the third quarter of 2013 versus year-end 2012, primarily due to a decrease in cash and cash equivalents of $12.8
million, an increase in accounts payable of $3.5 million, and an increase in other accrued liabilities of $3.2 million, partially offset by an increase in accounts
receivable, net of $7.5 million, and an increase in inventories of $2.9 million, and an increase in other current assets of $1.0 million.

Cash Flow

Operating Activities

Net cash provided by operating activities was $25.5 million during the first nine months of 2013. Components of net cash provided by operating activities
included net loss of $0.9 million, depreciation and amortization expense of $16.7 million, restructuring and asset impairment charges of $8.8 million and add-
backs of other non-cash items such as equity-based compensation and amortization of retirement benefit totaling $9.6 million, which were partially offset by
net changes in assets and liabilities of $6.2 million and an increase in prepaid pension asset of $2.4 million. The changes in assets and liabilities were
primarily due to increased accounts receivable of $7.6 million, inventories of $3.0 million, other current assets $0.4 million, partially offset by a decrease in
other assets and liabilities of $4.8 million, which includes a $10.8 million non-cash deferred tax asset decrease and a $3.7 million increase in pension
liabilities.

Net cash provided by operating activities was $25.0 million during the first nine months of 2012. Components of net cash provided by operating activities
included net earnings of $11.5 million, depreciation and amortization expense of $14.6 million, restructuring and asset impairment charges of $3.4 million
and other non-cash items such as equity-based compensation, amortization of retirement benefit and net insurance recovery totaling $9.1 million, which were
partially offset by net changes in assets and liabilities of $8.4 million and an increase in the prepaid pension asset of $5.1 million. The changes in assets and
liabilities were primarily due to decreased accounts payable and accrued liabilities of $38.2 million partially offset by decreased inventories of $19.5 million
and decreased accounts receivable of $10.0 million.

Investing Activities

Net cash used in investing activities for the first nine months of 2013 was $10.3 million primarily for capital expenditures of $10.9 million, partially offset by
proceeds from sale of fixed assets of $0.6 million.

Net cash used in investing activities for the first nine months of 2012 was $24.6 million primarily for the Valpey-Fisher acquisition of $14.7 million, net of
cash acquired, capital expenditures of $9.8 million, and capital expenditures to replace casualty-damaged property of $2.9 million partially offset by insurance
proceeds for casualty-damaged property of $2.3 million.

Financing Activities

Net cash used by financing activities for the first nine months of 2013 was $28.4 million, consisting primarily of a net decrease in long-term debt of $24.9
million, $3.5 million in dividend payments and $2.2 million in repurchases of our common stock, partially offset by stock issuance of $2.2 million.

Net cash provided by financing activities for the nine months of 2012 was $11.8 million, consisting primarily of a net increase in long-term debt of $20.1
million, offset by $6.6 million in treasury stock purchases and $3.6 million in dividend payments. The additional debt was primarily used to fund the Valpey-
Fisher acquisition and to meet usual working capital requirements.

Capital Resources

Refer to Note E, “Debt,” to our Unaudited Condensed Consolidated Financial Statements for further discussion.

On January 10, 2012, we amended our November 18, 2010 unsecured revolving credit facility. This amendment provided for an increase in the revolving
credit facility to $200 million and increased the accordion feature, whereby we can expand the facility to $300 million, subject to participating banks’
approval. In addition to changes to certain covenants, the amendment reduced the applicable margin by 25 basis points, increased the total consideration we
may pay for non-U.S. based acquisitions, and extended the term of the credit facility through January 10, 2017.
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Long-term debt was comprised of the following:
 

($ in thousands)   
September 29,

2013    
December 31,

2012  
Revolving credit facility, weighted-average interest rate of 1.9% (2013), and

1.8% (2012) due in 2017   $ 128,600    $ 153,500  

There was $128.6 million outstanding under the $200 million revolving credit facility at September 29, 2013, and $153.5 million at December 31, 2012. We
had $68.8 million available under the $200 million credit facility, net of standby letters of credit of $2.6 million at September 29, 2013, and $43.9 million, net
of standby letters of credit of $2.6 million at December 31, 2012. Interest rates on the revolving credit facility fluctuate based upon London Interbank Offered
Rate and our quarterly total leverage ratio. We pay a commitment fee on the undrawn portion of the revolving credit facility. The commitment fee varies
based on the quarterly leverage ratio and was 0.30 percent and 0.30 percent per annum at September 29, 2013 and September 30, 2012, respectively. The
revolving credit facility requires, among other things, that we comply with a maximum total leverage ratio and a minimum fixed charge coverage ratio. Our
failure to comply with these covenants could reduce the borrowing availability under the revolving credit facility. We were in compliance with all debt
covenants at September 29, 2013. The revolving credit facility requires us to deliver quarterly financial statements, annual financial statements, auditors
certifications and compliance certificates within a specified number of days after the end of a quarter and year. Additionally, the revolving facility contains
restrictions limiting our ability to: dispose of assets; incur certain additional debt; repay other debt or amend subordinated debt instruments; create liens on
assets; make investments, loans or advances; make acquisitions or engage in mergers or consolidations; engage in certain transactions with our subsidiaries
and affiliates; and make stock repurchases and dividend payments.

We use interest rate swaps to convert the line of credit’s variable rate of interest into a fixed rate. In the second quarter of 2012, we entered into four separate
interest rate swap agreements to fix interest rates on $50 million of long-term debt for the periods January 2013 to January 2017. In the third quarter of 2012,
we entered into four separate interest rate swap agreements to fix interest rates on $25 million of long-term debt for the periods January 2013 to January 2017.
The difference to be paid or received under the terms of the swap agreements will be recognized as an adjustment to interest expense for the related line of
credit when settled.

These swaps are treated as cash flow hedges and consequently, the changes in fair value were recorded in other comprehensive earnings. An unrealized loss
of approximately $428,000 and an unrealized gain of approximately $373,000 was recorded in other comprehensive earnings for the three and nine months
ended September 29, 2013, respectively. An unrealized loss of approximately $715,000 and $1,547,000 was recorded in other comprehensive earnings for the
three and nine months ended September 30, 2012. We also reclassed approximately $81,000 and $236,000 of realized loss out of other comprehensive
earnings to interest expense for the three and nine months ended September 29, 2013, respectively. No realized loss was reclassed out of other comprehensive
earnings to interest expense for the three and nine months ended September 30, 2012. Approximately $390,000 was recorded as accrued liabilities and
$633,000 recorded as a non-current liability in other long-term obligations on the Unaudited Condensed Consolidated Balance Sheets at September 29, 2013.
Approximately $271,000 was recorded as accrued liabilities and $1,336,000 recorded as a non-current liability in other long-term obligations on the
Consolidated Balance Sheets at December 31, 2012.

As a result of the use of these derivative instruments, we are exposed to the risk that counterparties to derivative contracts will fail to meet their contractual
obligations. To mitigate the counterparty credit risk, we have a policy of only entering into contracts with carefully selected major financial institutions based
upon their credit ratings and other factors. Our established policies and procedures for mitigating credit risk on principal transactions include reviewing and
establishing limits for credit exposure and continually assessing the creditworthiness of counterparties.

In August 2012, our Board of Directors authorized a program to repurchase up to one million shares of our common stock in the open market at a maximum
price of $13 per share. In August 2013, our Board of Directors amended the August 2012 share repurchase program by removing the provision that the price
per share have a maximum price of $13. The authorization has no expiration. Reacquired shares are expected to be used to support equity-based compensation
programs and for other corporate purposes. During the first nine months of 2013, 199,969 shares were repurchased pursuant to this share repurchase program.

In June 2013, our Board of Directors authorized another program to repurchase up to one million shares of our common stock in the open market. The
authorization has no expiration. Reacquired shares will be used to support equity-based compensation programs and for other corporate purposes. During the
first nine months of 2013, there were no shares repurchased under this program.

We have historically funded our capital and operating needs primarily through cash flows from operating activities, supported by available credit under our
credit agreements. We believe that expected positive cash flows from operating activities and available borrowings under our current credit agreements will
be adequate to fund our working capital, capital expenditures and debt service requirements for at least the next twelve months. However, we may choose to
pursue additional equity and/or debt financing to provide additional liquidity and/or fund acquisitions.
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Recent Accounting Pronouncements

ASU 2013-11, “Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss, or a
Tax Credit Carryforward Exists”

In July 2013, the FASB issued Accounting Standards Update 2013-11, “Income Taxes (Topic 740): Presentation of an Unrecognized Tax Benefit When a Net
Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists,” which provides guidance on financial statement presentation of an
unrecognized tax benefit (UTB) when an NOL carryforward, a similar tax loss, or a tax credit carryforward exists. The FASB’s objective in issuing this ASU
is to eliminate diversity in practice resulting from a lack of guidance on this topic in current U.S. GAAP. Under this ASU, an entity with an unrecognized tax
benefit that is ‘not available’ or not intended to be used at the reporting date to present the unrecognized tax benefit as a liability that should not be combined
with deferred tax assets. Otherwise, the unrecognized tax benefit should be presented as a reduction to the related deferred tax asset. These amendments are
effective for public entities for fiscal years beginning after December 15, 2013, and interim periods within those years. Early adoption is permitted. The
amendments should be applied prospectively, although retroactive application is permitted. The provisions of ASU 2013-11 are not expected to have a
material impact on our consolidated financial statements.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes to our market risk as described in our Annual Report of Form 10-K for the year ended December 31, 2012.

 
Item 4. Controls and Procedures

Pursuant to Rule 13a-15(e) of the Securities Exchange Act of 1934, management, under the direction of our Chief Executive Officer and Chief Financial
Officer, evaluated our disclosure controls and procedures. Based on such evaluation, our Chief Executive Officer and Chief Financial Officer concluded that
our disclosure controls and procedures were effective as of September 29, 2013.

Changes in Internal Control Over Financial Reporting

There were no changes in our internal control over financial reporting for the quarter ended September 29, 2013 that have materially affected or are
reasonably likely to materially affect our internal control over financial reporting.

PART II - OTHER INFORMATION
 

Item 1. Legal Proceedings

We manufacture accelerator pedals for a number of automobile manufacturers, including subsidiaries of Toyota. In January 2010, Toyota initiated a recall of a
substantial number of vehicles in North America containing pedals manufactured by CTS. The pedal recall and associated events have led to us being named
as a co-defendant with Toyota in certain litigation.

In February 2010, we entered into an agreement with Toyota whereby Toyota agreed that it will indemnify, defend, and hold us harmless from, and the parties
will cooperate in the defense of, certain third-party civil claims and actions that are filed or asserted in the United States or Canada and that arise from or
relate to alleged incidents of unintended acceleration of Toyota and Lexus vehicles. If it is determined that CTS acted negligently in selecting materials or
processes where we had sole control over the selection process, in failing to meet Toyota’s specifications, or in making unapproved changes in component
design or materials, and such negligence caused or contributed to a claim, we will be responsible for any judgment that may be rendered against us
individually, or any portion of a judgment that may be allocated to us, but limited only to the extent of insurance collected from our insurers. Toyota would
remain responsible to defend CTS in these actions and would remain responsible for any balance of the remaining liability over amounts recovered by
insurance. The agreement also does not cover costs or liabilities in connection with government investigations, government hearings, or government recalls.

Presently, we have been served process and named as co-defendant with Toyota in approximately thirty-eight open lawsuits; we have been dismissed as a
defendant from an additional thirty-four lawsuits. The claims generally fall into two categories, those that allege sudden unintended acceleration of Toyota
vehicles led to injury or death, and those that allege economic harm to owners of Toyota vehicles related to vehicle defects. Some suits combine elements of
both. Claims include demands for compensatory and special damages. To date, the only actions filed where we are aware we have been named as a co-
defendant are civil actions filed in the Unites States or Canada. All currently open lawsuits are subject to the indemnification agreement described above.
Some of these lawsuits arise out of incidents involving models for which we do not manufacture the pedal, such as all Lexus models, the Toyota Prius, and
the Toyota Tacoma, or for which we manufacture only a portion of the pedals, such as the Toyota Camry. Many lawsuits have been consolidated in federal
multidistrict litigation in the United States District Court, Southern District of California, though some remain in various other courts.

Certain other claims are pending against us with respect to matters arising out of the ordinary conduct of our business. For all other claims, in the opinion of
management, based upon presently available information, either adequate provision for anticipated costs have been accrued or the ultimate anticipated costs
will not materially affect our consolidated financial position, results of operations, or cash flows.

 
Item 1A. Risk Factors

There have been no material changes to the risk factors described in our Annual Report on Form 10-K for the year ended December 31, 2012.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table summarizes the repurchases of CTS common stock made by the Company during the three-month period ending September 29, 2013:
 

  

(a)
Total Number of

Shares Purchased  

(b)
Average Price
Paid per Share  

(c)
Total Number of Shares

Purchased as Part of
Publicly Announced
Plans or Programs   

(d)
Maximum Number

of Shares
That May Yet Be

Purchased Under the
Plans or Programs (1)(2) 

     1,318,100  
July 1, 2013 – July 28, 2013   —     $ —      —      1,318,100  
July 29, 2013 – August 25, 2013   —      —      —      1,318,100  
August 26, 2013 – September 29, 2013   49,764    14.69    49,764    1,268,336  

   
 

    
 

 

Total   49,764     49,764   
   

 

    

 

 

 
(1) In August 2012, CTS’ Board of Directors authorized a program to repurchase up to one million shares of its common stock in the open market. The

authorization has no expiration.
(2) In June 2013, CTS’ Board of Directors authorized another program to repurchase up to one million shares of its common stock in the open market. The

authorization has no expiration.

 
Item 3. Defaults Upon Senior Securities

Not applicable.

 
Item 4. Mine Safety Disclosures

Not applicable.

 
Item 5. Other Information

Not applicable.
 

35



Table of Contents

Item 6. Exhibits
 
(2)(a)  Stock Purchase Agreement, dated October 2, 2013, between CTS Corporation and Benchmark Electronics, Inc.*

(31)(a)  Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

(31)(b)  Certification pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

(32)(a)  Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

(32)(b)  Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

101.XML XBRL Instance Document

101.XSD  XBRL Taxonomy Extension Schema Document

101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF  XBRL Taxonomy Extension Definition Linkbase Document

101.LAB  XBRL Taxonomy Extension Label Linkbase Document

101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document
 
* Pursuant to Item 601(b)(2) of Regulation S-K, certain exhibits and schedules have been omitted and the Company agrees to furnish supplementally to the

Securities and Exchange Commission a copy of any omitted exhibits upon request.
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SIGNATURES

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

/s/ Thomas A. Kroll   /s/ Kieran O’Sullivan
Thomas A. Kroll
Vice President and Chief Financial Officer   

Kieran O’Sullivan
President and Chief Executive Officer

Dated: October 29, 2013   Dated: October 29, 2013
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STOCK PURCHASE AGREEMENT

This STOCK PURCHASE AGREEMENT (this “Agreement”), dated October 2, 2013, is between CTS Corporation, an Indiana corporation (“Seller”)
and Benchmark Electronics, Inc., a Texas corporation (“Purchaser”).

RECITALS

WHEREAS, CTS Electronics Manufacturing Solutions, Inc., a Delaware corporation and wholly owned subsidiary of Seller (the “Company”), the
Seller Business Group and the Company Subsidiaries are engaged in the supply of electronics manufacturing services (collectively, the “Business”);

WHEREAS, an affiliate of Purchaser has, pursuant to the Thai Purchase Agreement, acquired the Thai Company Subsidiary from the Company (the
“Non-U.S. Sale”);

WHEREAS, Seller owns all the issued and outstanding shares of common stock of the Company (the “Shares”);

WHEREAS, prior to the Closing, Seller has effected the Restructuring; and

WHEREAS, Purchaser desires to purchase from Seller and Seller desires to sell to Purchaser, upon the terms and subject to the conditions hereinafter
set forth and after giving effect to the Restructuring and the Non-U.S. Sale, all of the Shares (the “Acquisition”).

NOW, THEREFORE, in consideration of the foregoing and the mutual representations, warranties, covenants and agreements set forth herein, and upon
the terms and subject to the conditions set forth in this Agreement, the parties hereto agree as follows:

ARTICLE 1
PURCHASE AND SALE

Section 1.01. Purchase and Sale of Shares. Upon the terms and subject to the conditions set forth in this Agreement, but subject to the immediately
preceding consummation of the Non-U.S. Sale, at the Closing, Seller shall sell, assign, transfer and convey to Purchaser, and Purchaser shall purchase and
acquire from Seller all of the Shares.

Section 1.02. Purchase Price.

(a) In consideration for the transfer of the Shares from Seller to Purchaser, at the Closing, Purchaser shall pay to Seller, an amount equal to
$75,000,000 (the “Purchase Price”), payable and adjusted as provided in Section 1.02(b) below.



(b) Purchaser shall pay the Purchase Price on the Business Day immediately following the Closing as follows:

(i) Purchaser shall retain a portion of the Purchase Price equal to the amount of the Outstanding Company Indebtedness (if any), and
Purchaser shall, concurrently with the Closing, pay or cause to be paid the Outstanding Company Indebtedness to the Persons entitled thereto;
and

(ii) Purchaser shall pay in United States dollars the net amount equal to (A) the Purchase Price minus (B) the aggregate of the amounts
referred to in the preceding clause (i) of this Section 1.02(b) minus (C) the aggregate amount of any Seller Deductions, minus (D) the Thai Initial
Purchase Price.

Section 1.03. Closing and Closing Deliveries.

(a) Closing. The closing of the Acquisition (the “Closing”) shall take place at the offices of Jones Day, 901 Lakeside Avenue, Cleveland, Ohio, or
by electronic transmission, concurrently with the execution and delivery of this Agreement by the parties (the date on which the Closing occurs, the
“Closing Date”). Legal title, equitable title and risk of loss with respect to the Shares will transfer to Purchaser at the Closing, which transfer will be
deemed effective for Tax, accounting and other computational purposes as of 12:01 a.m. (Eastern Standard Time) on the Closing Date (the “Effective
Time”).

(b) Deliveries by Purchaser at the Closing. At the Closing, Purchaser is delivering, or causing to be delivered, to Seller the following:

(i) a certificate of an officer of Purchaser, given by such officer on behalf of Purchaser and not in such officer’s individual capacity,
certifying as to resolutions of the board of directors (or equivalent governing body) of Purchaser authorizing this Agreement and the Transaction
Agreements and the transactions contemplated hereby and thereby; and

(ii) the Transition Services Agreement relating to the post-Closing provision of certain services by Seller (the “Transition Services
Agreement”), duly executed by Purchaser.

(c) Deliveries by Seller at the Closing. At or prior to the Closing, Seller is delivering, or causing to be delivered, to Purchaser the following:

(i) a stock certificate representing the Shares, accompanied by a duly executed stock power;

(ii) duly executed share transfer instruments relating to the all of the shares of the Thai Company Subsidiary in connection with the Thai
Purchase Agreement;
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(iii) copies of the Organizational Documents of the Company, each as amended, certified by an officer of the Company;

(iv) copies of the Organizational Documents of each of the Company Subsidiaries, each as amended, certified by an officer of each such
Company Subsidiary;

(v) a reasonably current long-form good standing certificate for the Company issued by the Delaware Secretary of State;

(vi) a reasonably current long-form good standing certificate (or equivalent document) for each Company Subsidiary (other than the Thai
Company Subsidiary) issued by the secretary of state (or an equivalent Governmental Authority) of such Company Subsidiary’s jurisdiction of
incorporation or formation;

(vii) an affidavit as to the due registration of the Thai Company Subsidiary under the Civil and Commercial Code of Thailand, issued by
the Bangkok Partnership and Company Registration Office;

(viii) a certificate of an officer of Seller given by such officer on behalf of Seller, and not in such officer’s individual capacity, certifying as
to the resolutions of the board of directors of Seller authorizing the execution, delivery and performance of this Agreement and the Transaction
Agreements and the other documents to be delivered hereunder and thereunder;

(ix) an assignment, assumption and contribution agreement relating to the Restructuring (the “Assignment, Assumption and
Contribution Agreement”), duly executed by Seller and the Company;

(x) the Transition Services Agreement, duly executed by Seller;

(xi) [Reserved];

(xii) written resignations of the directors, officers and managers of the Company and each Company Subsidiary as set forth on
Section 1.03(c)(xii) of the Disclosure Schedule;

(xiii) a certificate, duly completed and executed pursuant to Sections 1.897-2(h) and 1.1445-2(c) of the Treasury Regulations, certifying
that the Shares are not United States real property interests within the meaning of Section 897(c) of the Code;

(xiv) pay-off letters or similar documents confirming the discharge or payment in full of the Outstanding Company Indebtedness (upon
payment by Purchaser of the amounts set forth therein), in each case in form and substance reasonably satisfactory to Purchaser (it is understood
and agreed that the phrase “reasonably satisfactory to Purchaser” shall not be construed to require any pay-off letters or similar documents in
form and substance not customary for transactions of this nature); and
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(xv) termination statements on Form UCC-3, or other appropriate releases, which when filed will release and satisfy any and all Liens
relating to the Outstanding Company Indebtedness, together with proper authority to file such termination statements or other releases at and
following the Closing, in each case in form and substance reasonably acceptable to Purchaser.

Section 1.04. Thai Purchase Price Adjustment.

(a) If Seller pays any amount to the Thai Purchaser pursuant to and in accordance with Section 2.2.1 of the Thai Purchase Agreement (the “Thai
Shortfall Amount”), then, concurrently with such payment, Purchaser shall pay to Seller an amount equal to the Thai Shortfall Amount.

(b) If the Thai Purchaser pays any amount to Seller pursuant to and in accordance with Section 2.2.2 of the Thai Purchase Agreement (the “Thai
Excess Amount”), then, concurrently with such payment, Seller shall pay to Purchaser an amount equal to the Thai Excess Amount.

(c) For the avoidance of doubt, any payment pursuant to this Section 1.04 shall not be deemed to be an adjustment to the Purchase Price.

ARTICLE 2
REPRESENTATIONS AND WARRANTIES OF SELLER

Subject to the exceptions set forth in the applicable Sections of the Disclosure Schedule, Seller hereby represents and warrants, as of the Closing, to
Purchaser as follows:

Section 2.01. Organization.

(a) Seller is duly organized, validly existing and in good standing under the Laws of the state of Indiana, and has the requisite corporate power
and authority to own its properties and to carry on its business as presently conducted and is duly qualified to do business and is in good standing
(where such concept exists) as a foreign corporation in each jurisdiction in which the nature of its business or the ownership or leasing of its properties
makes such qualification necessary, except where the failure to be so qualified or in good standing or to have such power or authority would not
reasonably be expected, individually or in the aggregate, to have a Material Adverse Effect.
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(b) The Company is duly organized, validly existing and in good standing under the Laws of the state of Delaware, and has the requisite
corporate power and authority to own its properties and to carry on the Business as presently conducted and is duly qualified to do business and is in
good standing (where such concept exists) as a foreign corporation in each jurisdiction in which the nature of its business or the ownership or leasing of
its properties makes such qualification necessary, except where the failure to be so qualified or in good standing or to have such power or authority
would not reasonably be expected, individually or in the aggregate, to have a Material Adverse Effect.

(c) The total outstanding Shares consist of 100 shares of common stock, par value $0.01 per share, all of which are owned of record by Seller.
Seller has good and valid title to all of the Shares, free and clear of all Liens. There are no outstanding options, warrants, convertible securities or other
rights, agreements or commitments of any kind (contingent or otherwise) relating to the issuance, conversion, registration, voting, sale or transfer of
any equity interests or other securities of the Company or obligating the Company to purchase or redeem or exchange or otherwise acquire any such
equity interest or other securities. All of the issued and outstanding Shares have been duly authorized, are validly issued and outstanding, and are fully
paid and nonassessable.

(d) Section 2.01(d) of the Disclosure Schedule sets forth (i) a true and complete list of the Company’s subsidiaries (each, a “Company
Subsidiary”) and (ii) a true and complete statement of the capitalization of each of the Company Subsidiaries. Each Company Subsidiary is duly
organized, validly existing and in good standing (where such concept exists) as a foreign corporation in each jurisdiction in which the nature of its
business or the ownership or leasing of its properties makes such qualification necessary, except where the failure to be so qualified or in good standing
or to have such power or authority would not reasonably be expected, individually or in the aggregate, to have a Material Adverse Effect. Except as set
forth on Section 2.01(d) of the Disclosure Schedule, all of the equity of each Company Subsidiary is owned of record by the Company or another
Company Subsidiary, and the equity of the Company Subsidiaries owned by the Company or such other Company Subsidiaries represents the only
issued and outstanding equity interests of the Company Subsidiaries. There are no outstanding options, warrants, convertible securities or other rights,
agreements or commitments of any kind (contingent or otherwise) relating to the issuance, conversion, registration, voting, sale or transfer of any
equity interests or other securities of the Company Subsidiaries or obligating any Company Subsidiary to purchase or redeem or exchange or otherwise
acquire any such equity interest or other securities. All of the issued and outstanding equity interests of the Company Subsidiaries have been duly
authorized, are validly issued and outstanding are fully paid and nonassessable.

(e) Except as set forth on Section 2.01(e) of the Disclosure Schedule, none of the Company Subsidiaries has any direct or indirect subsidiaries
and neither the Company (other than with respect to the Company Subsidiaries) nor any Company Subsidiary has any investments in equity interests of
any other Person.
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Section 2.02. Authority; Enforceability. Seller has all necessary corporate power and authority to execute and deliver this Agreement and the
Transaction Agreements, to perform its obligations hereunder and thereunder, and to consummate the transactions contemplated hereby and thereby. The
execution, delivery and performance by Seller of this Agreement and the Transaction Agreements and the consummation by Seller of the transactions
contemplated hereby and thereby have been duly and validly authorized by all necessary corporate action of Seller, and no other corporate proceedings on the
part of Seller are necessary pursuant to its Organizational Documents or the Laws of its jurisdiction of organization to authorize this Agreement or the
Transaction Agreements or to consummate the transactions contemplated hereby or thereby. This Agreement has been duly executed and delivered by Seller,
and each Transaction Agreement to which Seller is a party, when executed and delivered by Seller, has been duly executed and delivered by Seller and,
assuming due authorization, execution and delivery by the other parties hereto and thereto, constitutes a legal, valid and binding agreement of Seller,
enforceable against Seller in accordance with its terms, subject to the effects of bankruptcy, insolvency, fraudulent conveyance, reorganization, moratorium,
and other similar Laws relating to or affecting creditors’ rights generally and general equitable principles, whether considered in a proceeding in equity or at
law (collectively, the “General Enforceability Exceptions”).

Section 2.03. Non-Contravention. The execution, delivery and performance by Seller of this Agreement and the Transaction Agreements does not and
will not (a) conflict with or violate the Organizational Documents of Seller, the Company or any Company Subsidiary, (b) assuming that all consents,
approvals and authorizations contemplated by Section 2.04 have been obtained and all filings described therein have been made, conflict with or violate any
Law applicable to Seller, the Company or any Company Subsidiary, or (c) assuming that all consents, approvals and authorizations contemplated by
Section 2.04 have been obtained and all filings described therein have been made, result in any breach or violation of or constitute a default (or an event
which with notice or lapse of time or both would become a default) or result in the loss of a benefit under, or give rise to any right of termination,
cancellation, amendment or acceleration of, any Material Contract, any Permit or, to Seller’s Knowledge, any Company Contract (other than Material
Contracts), except for any such conflict, violation, breach, default, loss, right or other occurrence that would not reasonably be expected to be, individually or
in the aggregate, material to the Business.

Section 2.04. Consents. The execution, delivery and performance by Seller of this Agreement and the Transaction Agreements and the consummation
by Seller of the transactions contemplated hereby and thereby does not and will not require any consent, approval, authorization or permit of, action by, filing
with or notification to, any Person, except for those consents, approvals and authorizations set forth on Section 2.04 of the Disclosure Schedule and those
consents, approvals, authorizations or permits of, actions by, filings with or notifications the failure of which to be made or obtained would not reasonably be
expected to be, individually or in the aggregate, material to the Business.
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Section 2.05. Financial Statements; No Undisclosed Liabilities; Indebtedness.

(a) Section 2.05(a) of the Disclosure Schedule sets forth true and complete copies of (i) the unaudited consolidated balance sheet of the Business
as of June 30, 2013 (the “Latest Balance Sheet”) and the related statement of income for the six-month period then ended and (ii) the unaudited
consolidated balance sheets of the Business as of December 31, 2011 and 2012, and the related unaudited consolidated statements of income
(collectively, the “Financial Statements”).

(b) The Financial Statements present fairly, in all material respects, the financial position of the Business, the Company and the Company
Subsidiaries, as of the dates thereof and for the time periods indicated and, except as set forth on Section 2.05(b) of the Disclosure Schedule, have been
prepared in accordance with GAAP, consistently applied. The Financial Statements were derived from the financial records of Seller, the Company and
the Company Subsidiaries.

(c) To Seller’s Knowledge, neither the Seller Business Group, the Company nor any Company Subsidiary has any material Liability except for
(i) Liabilities set forth in the Latest Balance Sheet, (ii) Liabilities incurred in the ordinary course of business consistent with past practice since the date
of the Latest Balance Sheet, and (iii) Liabilities disclosed in Section 2.05(c) of the Disclosure Schedule.

Section 2.06. Indebtedness; Working Capital.

(a) Except as set forth in Section 2.06(a) of the Disclosure Schedule, neither the Seller Business Group, the Company nor any Company
Subsidiary has any Indebtedness.

(b) Since the date of the Latest Balance Sheet, neither the Seller Business Group, the Company nor any Company Subsidiary has collected or
received any Accounts Receivable earlier than in the ordinary course of business consistent with past practice.

(c) Since the date of the Latest Balance Sheet, neither the Seller Business Group, the Company nor any Company Subsidiary has failed to pay any
accounts payable, or other claims for amounts owed by the Seller Business Group, the Company or the Company Subsidiaries, in the ordinary course of
business consistent with past practice and, to Seller’s Knowledge, has not withheld any such payment on account of any dispute or potential dispute.
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Section 2.07. Events Subsequent to Financial Statements; Absence of Certain Events.

(a) Since December 31, 2012, Seller, the Company and each Company Subsidiary have conducted the Business only in the ordinary course
consistent with past practice.

(b) Since December 31, 2012, there has been no change or development or combination of changes or developments that has had or would
reasonably be expected, individually or in the aggregate, to have a Material Adverse Effect.

(c) Since December 31, 2012, neither the Seller Business Group, the Company or any Company Subsidiary has taken any of the actions set forth
below:

(i) transferred any material assets or property out of the Company and Company Subsidiaries (excluding cash and cash equivalents), or
used any such assets or property of the Company or Company Subsidiaries other than in the ordinary course exclusively for the benefit of the
Company and the Company Subsidiaries;

(ii) merged or consolidated the Seller Business Group, the Company or any Company Subsidiary with any Person or adopted a plan of
complete or partial liquidation or resolutions providing for a complete or partial liquidation, dissolution, restructuring, recapitalization or other
reorganization of the Seller Business Group, the Company, or any Company Subsidiary;

(iii) made any change in the authorized or issued capital stock or other securities of the Company or the Company Subsidiaries, granted any
option or other right to purchase securities of the Company or the Company Subsidiaries, issued any capital stock of the Company or any
Company Subsidiary, issued or made any security convertible into capital stock of the Company or any Company Subsidiary, or purchased,
redeemed, retired or made any other acquisition of any shares of capital stock or other securities of the Company or the Company Subsidiaries;

(iv) sold, leased, licensed, removed or otherwise disposed of any material assets or properties except (i) pursuant to any Contract listed on
Section 2.15(a)(vii) of the Disclosure Schedule or (ii) Inventory and equipment in the ordinary course of business consistent with past practice;

(v) acquired any material property or assets except (i) pursuant to any Contract listed on Section 2.15(a)(vii) of the Disclosure Schedule or
(ii) Inventory and equipment in the ordinary course of business consistent with past practice;

(vi) to Seller’s Knowledge, waived any material rights or claims under any Material Contract;
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(vii) paid, released, discharged, settled, compromised or satisfied any claim, Liability, or pending or threatened Action that resulted in any
material liabilities to the Company or any Company Subsidiary that will exist after the Closing;

(viii) paid, released, discharged, settled, compromised or satisfied any claim, Liability, or pending or threatened Action that would
reasonably be expected to adversely affect in any material respect the Company or any of the Company Subsidiaries or the operations of the
Business after the Closing;

(ix) transferred, assigned, abandoned or granted any license or sublicense of any rights under or with respect to any material Company
Intellectual Property;

(x) (A) made any material change in any method of accounting or accounting practice, except required by GAAP or applicable Law,
(B) settled or compromised any material Tax liability, (C) amended any Tax Return, (D) entered into any closing agreement with respect to any
Tax, (E) voluntarily surrendered any right to claim a material Tax refund, (F) consented to any extension or waiver of the limitations period
applicable to any Tax claim or assessment or (G) made any election in respect of any Tax matters which had or would have a material effect on
the Seller Business Group, the Company or any Company Subsidiary, including an election pursuant to Treasury Regulation Section 1.1502-
36(d) or an election pursuant to Treasury Regulation Section 1.1502-21 and which would have the effect of reducing any net operating loss of the
Seller Business Group, the Company or any Company Subsidiary;

(xi) provided any material discount in favor of any Top Customer or Top Supplier, other than in the ordinary course of business consistent
with past practice for such customer or supplier; or

(xii) with respect to any material Company Intellectual Property, (i) impaired, abandoned, or failed to diligently maintain such Company
Intellectual Property, or (ii) amended, waived, canceled or modified any rights in or to such Company Intellectual Property, in either case except
as may be required in prosecution of applications for registration.

Section 2.08. Taxes.

(a) All Tax Returns required to be filed by or with respect to the Seller Business Group, the Company or a Company Subsidiary have been timely
filed in accordance with applicable Law and all such Tax Returns are true, complete and correct in all material respects. All material Taxes due with
respect to the Seller Business Group, the Company or any Company Subsidiary, and each member of each affiliated group (within the meaning of
Section 1504 of the
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Code) or consolidated, combined or unitary group (under state, local or foreign Tax Law) of which the Company or any Company Subsidiary is a
member, have been timely paid (including installment and estimated Taxes), whether or not shown on any Tax Return, unless such Taxes are being
contested in good faith by appropriate proceedings and adequate reserves have been established in accordance with GAAP with respect to such unpaid
Taxes.

(b) There is no action, suit, proceeding, investigation, audit, claim, collection, assessment or administrative or judicial proceeding pending, being
conducted, or, to the Knowledge of Seller, proposed or threatened with respect to any Tax Return or Taxes with respect to the Seller Business Group,
the Company or any Company Subsidiary. Since January 1, 2009, none of the Seller Business Group, the Company nor any Company Subsidiary has
been the subject of an audit by any Taxing Authority, and no change or adjustment has been required in connection with any such audit. There are no
closing agreements or similar arrangements with any Taxing Authority with regard to the determination of the Tax liability of the Seller Business
Group, the Company or any Company Subsidiary. Neither the Company nor any Company Subsidiary has been granted any extension or waiver of the
statute of limitations period, or of the time for assessment or collection, applicable to any Tax or Tax Return, which period (after giving effect to such
extension or waiver) has not yet expired.

(c) There are no requests for rulings or determinations (including in respect of any request to change a method of accounting) in respect of any
Tax pending between (i) the Seller Business Group, the Company or any Company Subsidiary, and (ii) any Taxing Authority.

(d) All Taxes which the Seller Business Group, the Company or any Company Subsidiary is required by applicable Law to withhold or to collect
have been duly withheld and collected and have been paid to the appropriate Taxing Authority in accordance with applicable Law. The Seller Business
Group, the Company and each Company Subsidiary have complied in all material respects with all information reporting and withholding requirements
in connection with amounts paid or owing to any employee, independent contractor or other third party.

(e) Other than Permitted Liens, there are no Liens with respect to Taxes upon any of the assets of the Seller Business Group, the Company or any
Company Subsidiary.

(f) Neither the Seller Business Group, the Company nor any Company Subsidiary is a party to, is bound by or has any obligation (other than any
obligation to the Company or a Company Subsidiary) under a Tax sharing agreement, Tax indemnification agreement or similar contract or
arrangement that obligates it to make any payment computed by reference to the Taxes, taxable income or taxable losses of any other Person.
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(g) Since January 1, 2009, no claim has been made in writing or, to the Knowledge of Seller, threatened against the Seller Business Group, the
Company or any Company Subsidiary by any Taxing Authority in a jurisdiction where the Seller Business Group, the Company or any Company
Subsidiary does not file Tax Returns that the Seller Business Group, the Company or such Company Subsidiary is or may be subject to Tax in such
jurisdiction.

(h) Neither the Seller Business Group, the Company nor any Company Subsidiary will be required to include any item of income in, or exclude
any item of deduction from, taxable income for any period ending after the Closing Date as a result of any (i) change in method of accounting for a
taxable period ending on or prior to the Closing Date, including any adjustment pursuant to Section 481(a) of the Code (or any analogous provision of
other applicable Law), (ii) installment sale or open transaction disposition made on or prior to the Closing Date, or (iii) prepaid amount received on or
prior to the Closing Date, other than prepaid amounts and deposits received in the ordinary course of business and reflected on the Latest Balance
Sheet.

(i) No Company Subsidiary organized or incorporated outside of the United States (i) has any investment in U.S. property within the meaning of
Section 956 of the Code, or (ii) is engaged in a United State trade or business for federal income Tax purposes.

(j) Since January 1, 2009, neither the Seller Business Group, the Company nor any Company Subsidiary has engaged in a “reportable
transaction” as set forth in Treasury Regulations Section 1.6011-4(b).

(k) Neither the Company nor any Company Subsidiary will reduce any of their Tax attributes as a result of the application of Treasury Regulation
Section 1.1502-36(d) as a consequence of the Acquisition.

Section 2.09. Litigation. There are no Actions pending or, to Seller’s Knowledge, threatened against the Seller Business Group, the Company or the
Company Subsidiaries, nor is there any currently effective judgment, decree, injunction, ruling or order of any Governmental Authority or arbitrator
outstanding against the Seller Business Group, the Company or the Company Subsidiaries.

Section 2.10. Compliance with Law; Permits.

(a) To Seller’s Knowledge, since January 1, 2010, the Seller Business Group, the Company and the Company Subsidiaries have complied in all
material respects with applicable Laws (and prior to such date have complied in all material respects with all applicable Laws to the extent such non-
compliance would have any current effect on the Seller Business Group, the Company or the Company Subsidiaries. No investigation or review by any
Governmental Authority with respect to the Business is pending or threatened, and no Governmental Authority has indicated an intention to conduct
the same.
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(b) The Seller Business Group, the Company and the Company Subsidiaries have all material governmental permits, licenses, franchises,
variances, exemptions, exceptions, orders and other governmental authorizations, consents, clearances and approvals necessary to conduct their
respective business (including the Business) as presently conducted (collectively, the “Permits”). Each of Seller, the Company and the Company
Subsidiaries has filed or caused to be filed all material reports, notifications and filings with, and have paid all material fees to, the applicable
Governmental Authority necessary to maintain all of the Permits in full force and effect.

Section 2.11. Employees; Employee Benefits.

(a) Section 2.11(a) of the Disclosure Schedule sets forth a true and complete list of (i) each Employee, (ii) each individual other than an
Employee who is employed (whether full- or part-time) by Seller and its Affiliates to primarily provide services to the Business, including, without
limitation, all individuals working at the Seller’s Londonderry, New Hampshire facility, or (iii) any individual engaged as an independent contractor by
Seller and its Affiliates to provide services primarily to the Business, or to the Company or any Company Subsidiary (each, an “Independent
Contractor”); provided that an “Independent Contractor” does not include any leased employees but includes an entity with whom Seller or its
Affiliates has engaged to provide leased employees to primarily service the Business, Company or any Company Subsidiary.

(b) Section 2.11(b) of the Disclosure Schedule sets forth a true and complete list of (i) all “employee benefit plans,” as defined in Section 3(3) of
ERISA, (ii) all other severance pay, salary continuation, bonus, incentive, stock option, retirement, pension, welfare benefit, profit sharing or deferred
compensation plans, contracts, programs, funds, or similar arrangements of any kind and (iii) all other employee benefit plans, contracts, programs,
funds, or similar arrangements (whether written or oral, qualified or nonqualified, funded or unfunded, or foreign or domestic) and any trust, escrow, or
similar agreement related thereto, whether or not funded, in each case, whether formal or informal, oral or written, in respect of any present or former
employees, directors, officers, managers, equityholders, consultants, or independent contractors of the Company or the Company Subsidiaries, or in
respect of any employee or Independent Contractor of Seller or its Affiliates listed on Section 2.11(a) of the Disclosure Schedules, or the Company or
the Company Subsidiaries maintain or sponsor or have made or are required to make payments, transfers, or contributions or has had or has any present
or future liability (all of the above being hereinafter collectively referred to as “Employee Plans”). The Employee Plans maintained or sponsored by
the Company or the Company Subsidiaries are referred to as the “Company Plans.” Except as listed on Section 2.11(b) of the Disclosure Schedule, no
Employee Plan is maintained outside of the United States. With respect to each Employee Plan, Seller has delivered or made available to Purchaser true
and complete copies
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of (A) the most recent summary plan description for each Employee Plan for which such a summary plan description is required (or if no summary plan
description is required, a detailed description of each Employee Plan) and (B) the most recent determination letters from the IRS, as applicable. With
respect to each Company Plan, Seller has delivered or made available to Purchaser true and complete copies of (I) each Company Plan document (or, in
the case of any unwritten Company Plans, descriptions thereof), (II) the two most recent annual reports on Form 5500 (including all schedules and
attachments thereto) filed with the IRS (if any such report was required), and (III) each trust agreement, group annuity contract, audited financial
statements and actuarial valuation reports or other funding and financing arrangement.

(c) Each Employee Plan has been maintained, operated, and administered in compliance in all material respects with its terms and all applicable
Laws. There have been no prohibited transactions or breaches of any of the duties imposed on “fiduciaries” (within the meaning of Section 3(21) of
ERISA) by ERISA with respect to the Employee Plans that would reasonably be expected to result in any Liability or excise tax under ERISA or the
Code being imposed on the Company or any Company Subsidiary. There have been no “reportable events” (as such term is defined in Section 4043 of
ERISA) with respect to any Employee Plan that would reasonably be expected to result in liability to the Company or any Company Subsidiary after
the Closing.

(d) Each Employee Plan intended to be qualified under Section 401(a) of the Code is so qualified and has been determined by the IRS to be so
qualified, and each trust created thereunder has been determined by the IRS to be exempt from tax under the provisions of Section 501(a) of the Code,
and nothing has occurred since the date of any such determination that could reasonably be expected to give the IRS grounds to revoke such
determination.

(e) Except as provided on Section 2.11(e) of the Disclosure Schedule, neither the Seller Business Group, the Company, any Company Subsidiary
nor any member of the Company’s “Controlled Group” (defined as any organization which is a member of a controlled group of organizations within
the meaning Sections 414(b), (c), (m) or (o) of the Code) currently has, and at no time in the past has had, an obligation to contribute to (i) a “defined
benefit plan” as defined in Section 3(35) of ERISA or a pension plan subject to the funding standards of Section 302 of ERISA or Section 412 of the
Code, (ii) a “multiemployer plan” as defined in Section 3(37) of ERISA or Section 414(f) of the Code or (iii) a “multiple employer plan” within the
meaning of Section 210(a) of ERISA or Section 413(c) of the Code. No event has occurred and to the Knowledge of Seller no condition exists that
would subject the Company or any Company Subsidiary, by reason of its affiliation with any member, as of or prior to the Closing, of its Controlled
Group to any Tax, fine, lien, penalty or other liability imposed by ERISA, the Code or other applicable Laws.
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(f) With respect to each group health plan benefiting any current or former employee of the Seller Business Group, the Company, any Company
Subsidiary or any member of the Controlled Group that is subject to Section 4980B of the Code, the Seller Business Group, the Company, the
Company Subsidiaries and each member of the Controlled Group has complied with the continuation coverage requirements of Section 4980B of the
Code and Part 6 of Subtitle B of Title I of ERISA.

(g) No Company Plan is or at any time was funded through a “welfare benefit fund” as defined in Section 419(e) of the Code, and no benefits
under any Company Plan are or at any time have been provided through a voluntary employees’ beneficiary association (within the meaning of
subsection 501(c)(9) of the Code) or a supplemental unemployment benefit plan (within the meaning of Section 501(c)(17) of the Code).

(h) Except as disclosed on Section 2.11(h) of the Disclosure Schedule, all contributions, transfers and payments in respect of any Company Plan,
other than transfers incident to an incentive stock option plan within the meaning of Section 422 of the Code, have been or are fully deductible under
the Code.

(i) No Employee Plan provides benefits, including death or medical benefits, beyond termination of service or retirement other than (i) coverage
mandated by Law or (ii) death or retirement benefits under any Employee Plan that is intended to be qualified under Section 401(a) of the Code.

(j) No amount that could be received (whether in cash or property or the vesting of property) as a result of the Acquisition (whether alone or in
connection with a subsequent event) by any employee, officer or director of the Company, any Company Subsidiary or any employee or Independent
Contractor listed on Section 2.11(a) of the Disclosure Schedules who is a “disqualified individual” (as such term is defined in Treasury Regulations
Section 1.280G-1) under any employment, severance or termination agreement, other compensation arrangement or Employee Plan currently in effect
would be characterized as an “excess parachute payment” (as such term is defined in Section 280G(b)(1) of the Code).

(k) With respect to any Company Plan, (i) no actions, suits or claims (other than routine claims for benefits in the ordinary course) are pending or,
to the Knowledge of Seller, threatened, (ii) to the Knowledge of Seller, no facts or circumstances exist that could reasonably be expected to give rise to
any such actions, suits or claims and (iii) no administrative investigation, audit or other administrative proceeding by the Department of Labor, the
PBGC, the Internal Revenue Service or other governmental agencies are pending, in progress, or, to the Knowledge of Seller, threatened (including any
routine requests for information from the PBGC).
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(l) No Employee Plan exists that, as a result of the execution of this Agreement, shareholder approval of this Agreement, or the transactions
contemplated by this Agreement (whether alone or in connection with any subsequent event(s)), could result in (i) severance pay or any increase in
severance pay upon any termination of employment after the date of this Agreement or (ii) acceleration of the time of payment or vesting or any
payment or funding (through a grantor trust or otherwise) of compensation or benefits under, an increase of the amount payable or any other material
obligation pursuant to, any of the Employee Plans.

Section 2.12. Labor Relations.

(a) Section 2.12(a) of the Disclosure Schedule sets forth a true and complete list, as of the date of this Agreement, of all Labor Agreements. Seller
has delivered or made available to Purchaser true and complete copies of each Labor Agreement.

(b) No labor strike, work stoppage, slowdown or dispute is pending or, to Seller’s Knowledge, threatened that involves any Employees. The
Seller Business Group, the Company and the Company Subsidiaries are in compliance in all material respects with all Laws relating to labor relations,
employment practices and occupational safety and health.

(c) The consummation of the transactions contemplated by this Agreement and the Transaction Agreements does not and will not trigger an
entitlement of any third party (including any labor union or labor organization) to any payments under any of the Labor Agreements. Neither the Seller
Business Group, the Company nor any Company Subsidiary has committed any unfair labor practice, and there is no charge or complaint against the
Seller Business Group, the Company or any Company Subsidiary by the National Labor Relations Board pending or, to Seller’s Knowledge,
threatened. There is no charge of discrimination in employment or employment practices that has been asserted or is now pending or, to Seller’s
Knowledge, threatened before the United States Equal Employment Opportunity Commission, or any other Governmental Authority against the Seller
Business Group, the Company or any Company Subsidiary in any jurisdiction in which Employees are located.

(d) To Seller’s Knowledge, the Seller Business Group, the Company and each Company Subsidiary is in compliance in all material respects with
all Laws governing the employment of labor, including all such laws relating to wages, hours, collective bargaining, discrimination, civil rights, safety
and health, workers’ compensation and the collection and payment of withholding and/or Social Security taxes and similar taxes.
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(e) The Independent Contractors who provide, or provided, services to the Seller Business Group, the Company and the Company Subsidiaries
are, or were within the last three (3) years, properly classified as independent contractors, no Independent Contractor is entitled to any rights to
participation in the Employee Plans and none of the Seller Business Group, the Company or the Company Subsidiaries are under investigation or audit
with respect to its treatment as independent contractors as independent contractors rather than employees.

Section 2.13. Real Property.

(a) Section 2.13(a) of the Disclosure Schedule lists all Leased Real Property and Owned Real Property. The Owned Real Property and the Leased
Real Property, together with easements appurtenant thereto, include all of the real property used or held for use in connection with, or otherwise
required to conduct, the Business in substantially the manner it has been conducted prior to the date of this Agreement.

(b) Each Leased Real Property is used or occupied by the Seller Business Group, the Company or a Company Subsidiary for purposes relating to
the Business pursuant to a Lease. A true and complete copy of each Lease has been delivered or made available to Purchaser. (i) To Seller’s
Knowledge, each Lease is in full force and effect and is enforceable against the lessor that is party thereto in accordance with its terms, subject to the
General Enforceability Exceptions, (ii) there are no existing defaults of the Seller Business Group, the Company or a Company Subsidiary or, to
Seller’s Knowledge, by the lessor, under any of the Leases, and (iii) no event has occurred that (with notice or lapse of time, or both) would reasonably
be expected to constitute a breach or default under any such Lease by the Seller Business Group, the Company or a Company Subsidiary, or, to Seller’s
Knowledge, by any other party thereto. Except as set forth on Section 2.13(b) of the Disclosure Schedule, no consent is required from the lessor under
any Lease to consummate the transactions contemplated by this Agreement and the Transaction Agreements.

(c) Neither the Owned Real Property, nor the leasing, occupancy or use of the Leased Real Property, is in material violation of any Law, including
any building, zoning, environmental or other Law. The condition and use of the Owned Real Property conforms in all material respects to each
applicable certificate of occupancy and all other Permits required to be issued in connection therewith. Seller has not received any written claim, notice
or citation, with respect to any part of the Owned Real Property or Leased Real Property, of (i) any violation of any zoning, subdivision or building
Law applicable thereto, (ii) taking or intent to take by eminent domain any part of such property, or (iii) commencement of enforcement proceedings
with respect to delinquent Taxes.
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Section 2.14. Intellectual Property; Information Technology.

(a) Section 2.14(a)(i) of the Disclosure Schedule sets forth a true and complete list of each item of material Company Intellectual Property,
including all Company Intellectual Property that is registered with, or subject to application for registration with, any Governmental Authority or
Internet domain name registrar (collectively, the “Registered Company Intellectual Property”), indicating for each such item the registration or
application number and the applicable filing jurisdiction. Except as set forth on Section 2.14(a)(ii) of the Disclosure Schedule, no item of Company
Intellectual Property is licensed by the Seller Business Group, the Company or a Company Subsidiary to any unaffiliated third party. The Company
Intellectual Property is not subject to any outstanding order, judgment, decree or agreement adversely affecting the Seller Business Group’s, the
Company’s or a Company Subsidiary’s use thereof or rights thereto. There is no litigation, opposition, cancellation, proceeding, objection or claim
pending, asserted or, to Seller’s Knowledge, threatened against Seller, the Company or a Company Subsidiary concerning the ownership, validity,
registerability, enforceability, infringement or use of, or licensed right to use, any Company Intellectual Property. Each item of Registered Company
Intellectual Property is subsisting and, to Seller’s Knowledge, valid and enforceable. The rights of the Seller Business Group, the Company or a
Company Subsidiary in and to the Company Intellectual Property are free and clear of all Liens, other than Permitted Liens.

(b) To Seller’s Knowledge, no third party is infringing any Company Intellectual Property right.

(c) To Seller’s Knowledge, neither the conduct of the Business or the use of the Company Intellectual Property conflicts with, infringes upon or
violates the Intellectual Property rights of any other Persons.

(d) All former and current consultants or contractors to the Seller Business Group, the Company or any Company Subsidiary have executed and
delivered valid written instruments that effectively assign to the Seller Business Group, the Company or any Company Subsidiary all rights to any
Intellectual Property developed by them in the course of their performing services for the Company or any Company Subsidiary. All employees of the
Seller Business Group, the Company or any Company Subsidiary who participated in the creation or contributed to the development of Company
Intellectual Property (other than Company Intellectual Property licensed from a third party) were employees of the Seller Business Group, the
Company or a Company Subsidiary at the time of rendering such services and such services were within the scope of their employment and such
employees have otherwise validly and effectively assigned such Company Intellectual Property to the Company or a Company Subsidiary. No director,
officer, manager, member, employee, consultant, contractor, agent or other representative of the Seller Business Group, the Company or any Company
Subsidiary owns any Intellectual Property owned or used by the Company or the Company Subsidiaries.
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(e) Each of the Seller Business Group, the Company and the Company Subsidiaries has entered into confidentiality and nondisclosure agreements
with all of its respective directors, officers, managers, employees, consultants, contractors and agents and any other Person with access to the
confidential Company Intellectual Property to protect the confidentiality thereof. To Seller’s Knowledge, there has not been any unauthorized
disclosure of any confidential Company Intellectual Property.

(f) The completion of the transactions contemplated by this Agreement does not and will not alter or impair the ownership or right of the
Company or a Company Subsidiary to use any of the Company Intellectual Property or any component thereof.

(g) The IT Systems used in the operation of the Business are adequate in all material respects for their intended use and for the operation of the
Business as currently conducted, are in good working condition (normal wear and tear excepted), and, to Seller’s Knowledge, are free of all viruses,
worms, Trojan horses and other known contaminants and do not contain any bugs, errors or problems of a nature that would materially disrupt their
operation or have a material adverse impact on the operation of such IT Systems. There has not been any material malfunction with respect to any such
IT Systems since January 1, 2012 that has not been remedied or replaced in all material respects.

(h) No Software that the Seller Business Group, the Company or any Company Subsidiary makes available to customers of the Business is
required to be (a) disclosed or distributed in source code form; (b) licensed for the purpose of making derivative works; or (c) redistributable at no
charge, in each case, as a result of the Seller Business Group’s, the Company’s or a Company Subsidiary’s use, modification or distribution of Public
Software.

Section 2.15. Material Contracts.

(a) Section 2.15(a) of the Disclosure Schedule sets forth a true and complete list of all of the following types of Company Contracts:

(i) any Company Contract (other than purchase orders entered into in the ordinary course of business) with any Top Customer;

(ii) any Company Contract with customers requiring payments by such customer to the Seller Business Group, the Company or any
Company Subsidiary in excess of $2,000,000;

(iii) any Company Contracts (other than purchase orders entered into in the ordinary course of business) with Top Suppliers;
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(iv) any Company Contracts with any other suppliers requiring payments to such suppliers by the Seller Business Group, the Company or
any Company Subsidiary in excess $500,000;

(v) other than Company Contracts required to be listed on Section 2.15(a)(i), Section 2.15(a)(ii), Section 2.15(a)(iii) or Section 2.15(a)(iv)
of the Disclosure Schedule, any Company Contract pursuant to which the Seller Business Group, the Company and the Company Subsidiaries
would incur obligations or be required to make aggregate payments in excess of $100,000;

(vi) any Company Contract providing for the borrowing of money or the guarantee or the repayment of Indebtedness or granting of Liens
on any property or asset of the Seller Business Group, the Company and the Company Subsidiaries (including any such agreement under which
the Seller Business Group, the Company and the Company Subsidiaries have incurred any Indebtedness);

(vii) any Company Contract relating to the acquisition or sale (or other disposition), leasing or licensing of any material assets or properties
(including equity interests) (whether by merger, sale of stock, sale of assets, or otherwise) other than this Agreement;

(viii) any Company Contract pursuant to which any material earn-out, deferred or contingent payment or indemnification obligations
remain outstanding (excluding indemnification obligations in respect of representations and warranties and covenants that survive indefinitely or
for periods equal to a statute of limitations and excluding obligations to indemnify directors and officers pursuant to acquisition agreements);

(ix) any Company Contract providing for the employment of or an Independent Contractor relationship with any Person;

(x) any Company Contract providing for any severance payment for any Employee or Independent Contractor;

(xi) any Company Contract containing covenants (x) limiting the freedom of the Company to compete in any line of business or with any
Person or in any geographic area or market or (y) that would be binding on or that purport to bind Purchaser and its Affiliates (other than the
Company and the Company Subsidiaries) after the Closing;

(xii) any Company Contract granting to any Person a first-refusal, first-offer or similar preferential right to purchase or acquire any right,
asset or property of the Seller Business Group, the Company and the Company Subsidiaries;

(xiii) any Company Contract with any Governmental Authority;
 

-19-



(xiv) any Lease;

(xv) any Company Contract that is a joint venture or partnership Contract or any Company Contract entitling any Person (other than any
the Company or any Company Subsidiary) to any profits, revenues or cash flows of the Business, the Company or any Company Subsidiary or
requiring payments or other distributions based on such profits, revenues or cash flows (excluding in each case ordinary course compensation to
Employees or Independent Contractors (including base salary and bonus opportunity));

(xvi) any Company Contract under which the Seller Business Group, the Company or any Company Subsidiary is lessee of, or holds or
uses, any machinery, equipment, vehicle or other tangible personal property owned by a third party and which has future required scheduled
payments in excess of $100,000 per annum and is not terminable by the Seller Business Group, the Company or any Company Subsidiary upon
notice of 90 days or less for a cost of less than $100,000;

(xvii) any Company Contract under which the Seller Business Group, the Company or any Company Subsidiary is a lessor or sublessor of,
or makes available for use by any third party, any tangible personal property owned or leased by the Company and which has future required
scheduled payments in excess of $10,000 per annum and is not terminable by the Seller Business Group, the Company or any Company
Subsidiary upon notice of 90 days or less for a cost of less than $50,000;

(xviii) any Company Contract concerning the licensing of Company Intellectual Property;

(xix) any Company Contract for current or future capital expenditures or the current or future acquisition or construction of fixed assets for
the benefit and use of the Business that provides for capital expenditures in excess of $10,000 individually or $50,000 in the aggregate;

(xx) any Company Contract that constitutes an Affiliate Transaction (including any Company Contract between Seller, the Company and
any Company Subsidiary or any combination thereof);

(xxi) any Company Contract that constitutes a material sales agent, representative, marketing or similar agreement with respect to the
Business; and

(xxii) any Company Contract that grants or has granted exclusive rights, most favored-nation rights or similar rights to the counterparty
thereto.
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(b) Each Company Contract listed on Section 2.15(a) of the Disclosure Schedule (or required to be listed on Section 2.15(a) of the Disclosure
Schedule) (including all amendments and supplements thereto through the Closing, collectively, the “Material Contracts”) is in full force and effect,
and is a valid and binding obligation of Seller, the Company or a Company Subsidiary, and to Seller’s Knowledge, a valid and binding obligation of the
counterparty thereto, in each case enforceable in accordance with its terms, subject to the General Enforceability Exceptions. Neither Seller, the
Company nor any Company Subsidiary nor, to Seller’s Knowledge, any other Person is in material breach or violation of, or default under, any Material
Contract. Seller has delivered or made available to Purchase a true and complete copy of each Material Contract. Neither Seller, the Company nor any
Company Subsidiary has received any written notice of termination or cancellation under any Material Contract.

Section 2.16. Environmental Matters. Except as set forth in Section 2.16 of the Disclosure Schedule:

(a) The Seller Business Group, the Company and the Company Subsidiaries are in compliance with all applicable Environmental Laws;

(b) Neither Seller, the Company nor any Company Subsidiary has received any written claim, notice or citation concerning any violation or
alleged violation of any applicable Environmental Law relating to the operation of the Business;

(c) There are no Governmental Orders outstanding, or any Actions pending or, to Seller’s Knowledge, threatened, concerning the Seller Business
Group’s, the Company’s or the Company Subsidiaries’ compliance with any Environmental Law;

(d) No Owned Real Property or Leased Real Property is listed or, to Seller’s Knowledge, is proposed to be listed on the National Priorities List,
the Comprehensive Environmental Response, Compensation, and Liability Information System or the National Corrective Action Priority System; and

(e) Seller has made available to Purchaser all environmental site assessments and environmental audit reports relating to the Business, the
Company and the Company Subsidiaries that are in the possession or custody of Seller, the Company or the Company Subsidiaries.

Section 2.17. Inventory. The Inventory is of a quality and quantity useable and saleable in the ordinary course of business except for obsolete items and
items of below-standard quality, all of which have been written off or written down to net realizable value in the Financial Statements. All of the Inventories
have been valued at the lower of cost or market value on a first-in, first-out basis. Inventories now on hand that were purchased after the date of the Latest
Balance Sheet were purchased in the ordinary course of business at a cost not exceeding market prices prevailing at the time of purchase.
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Section 2.18. Accounts Receivable. All accounts receivable, notes receivable and other claims for amounts due to the Seller Business Group the
Company or the Company Subsidiaries (collectively, “Accounts Receivable”) that are reflected on the Financial Statements or on the accounting records of
the Seller Business Group, the Company or the Company Subsidiaries as of the Closing Date represent or will represent valid obligations arising from sales
actually made or services actually performed by Seller, the Company or the Company Subsidiaries in the ordinary course of business. Section 2.18 of the
Disclosure Schedule contains a true and complete list of all Accounts Receivable as of the date of the Latest Balance Sheet, which list sets forth the aging of
each Account Receivable.

Section 2.19. Absence of Certain Commercial Practices.

(a) Neither the Seller Business Group, the Company, the Company Subsidiaries nor, to Seller’s Knowledge, any other Person acting on behalf of
the Company or any Company Subsidiary has, directly or indirectly, paid, offered, promised, authorized or agreed to give any monies, gift or other
thing of value or benefit to (i) any official or employee of any Governmental Authority (including an official or employee of any public international
organization or of any business or enterprise owned by a Governmental Authority), (ii) any political party, or employee or director thereof, or (iii) any
candidate for a political position or any political subdivision for the purpose of: (A) influencing any act or decision of such Person described in clauses
(i)-(iii), including a decision to not comply with his/her official duties; (B) inducing such Person described in clauses (i)-(iii) to act or fail to act in
violation of his/her legal duties; or (C) causing such Person described in clauses (i)-(iii) to influence any act or decision of any Governmental Authority
in order to obtain or retain business, or direct business toward any Person.

(b) Each transaction in connection with the business of the Seller Business Group, the Company or the Company Subsidiaries is properly and
accurately recorded on the books and records of Seller, the Company or the Company Subsidiaries, and each document upon which entries in the books
and records of Seller, the Company or the Company Subsidiaries are based is complete and accurate in all respects. The Seller Business Group, the
Company and the Company Subsidiaries maintain a system of internal accounting controls adequate to ensure that they maintain no off-the-books
accounts and that the assets of the Business, the Company and the Company Subsidiaries are used only in accordance with the management directives
of the Business, the Company or the Company Subsidiaries.
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Section 2.20. Customers and Suppliers. Section 2.20 of the Disclosure Schedule sets forth a complete and accurate list of Top Customers and Top
Suppliers and the amounts received by or paid to Seller, the Company and Company Subsidiaries from each such Top Customer and the amounts received by
or paid to each such Top Supplier from Seller, the Company and Company Subsidiaries during the twelve month period ending on June 30, 2013. None of the
Top Customers or Top Suppliers has given notice of any intention to (a) materially reduce the level of business it conducts with the Seller Business Group, the
Company or the Company Subsidiaries or (b) make any material changes in the terms of such business.

Section 2.21. Insurance. Section 2.21 of the Disclosure Schedule sets forth a complete and correct list of all material insurance policies (including fire,
liability, product liability, workers’ compensation, umbrella and vehicular) presently in effect to which the Company, the Company Subsidiaries or the Seller
Business Group is a beneficiary of coverage. Such policies are sufficient for compliance by the Business, the Company and the Company Subsidiaries with all
applicable Law and all Material Contracts, and all premiums due with respect thereto have been timely paid. Seller, the Company and each Company
Subsidiary has complied in all material respects with the provisions of such policies applicable to it. Except as set forth in Section 2.21 of the Disclosure
Schedule, neither the Seller Business Group, the Company nor any Company Subsidiary has any material claim pending against any of its insurance carriers
under any of such policies.

Section 2.22. Tangible Property; Sufficiency of Assets; Liens.

(a) The tangible property of the Seller Business Group, the Company and the Company Subsidiaries, taken as a whole and not on an item-by-item
basis, in all material respects is suitable for the purposes for which it is intended and in good operating condition and repair consistent with normal
industry standards, except for ordinary wear and tear.

(b) Except for the services to be provided or otherwise made available under the Transition Services Agreement or as set forth on Section 2.22(b)
of the Disclosure Schedule, the Company and the Company Subsidiaries owns, or has licenses to use, all assets and rights (including Intellectual
Property) used in or necessary in all material respects for the operation of the Business as conducted, in each case, as of the Closing and as of
immediately prior to the Closing.

(c) There are no Liens, other than Permitted Liens, upon the assets and property of the Seller Business Group, the Company or any Company
Subsidiary.

Section 2.23. Affiliate Transactions. Except as set forth on Section 2.23 of the Disclosure Schedule, other than ordinary course salaries, wages and
benefits, neither any officer, director nor other Affiliate of Seller, the Company or any Company Subsidiary nor, to Seller’s Knowledge, any “related person”
(as such term is defined in Item 404 of Regulation S-K promulgated by the Securities and Exchange Commission) to any such officer, director or other such
Affiliate (i) is party to any Contract with the Seller Business Group, the Company or any Company Subsidiary, (ii) has, directly or
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indirectly, any material interest in or rights with respect to, any assets (including Company Intellectual Property) or properties used or held for use by the
Seller Business Group, the Company or any Company Subsidiary, or any Person that is a material supplier, customer or competitor of the Seller Business
Group, the Company or any Company Subsidiary, or (iii) is a material debtor or creditor of the Seller Business Group, the Company or any Company
Subsidiary, and no such Person owes any money or other amounts to, nor is any such Person owed any money or other amounts by, the Seller Business
Group, the Company or any Company Subsidiary (each, an “Affiliate Transaction”).

Section 2.24. Restructuring.

(a) Seller has consummated the transactions contemplated by the Assignment, Assumption and Contribution Agreement (the “Restructuring”).

(b) Seller has transferred (or caused to be transferred) to the Company and/or the applicable Company Subsidiaries all the rights, properties and
assets required to be so transferred pursuant to the Assignment, Assumption and Contribution Agreement (collectively, the “Contributed Assets”).

(c) Subject to Section 2.24(d), the Company and/or the applicable Company Subsidiaries have assumed all the Liabilities of Seller required to be
so assumed pursuant the Assignment, Assumption and Contribution Agreement (the “Assumed Liabilities”).

(d) Seller or an Affiliate of Seller (other than the Company or a Company Subsidiary) has assumed all Excluded Liabilities.

(e) Seller has transferred the employment arrangements of the employees of Seller and its Affiliates (other than the Company or any Company
Subsidiary) and contractual arrangements of Independent Contractors, both as listed on Section 2.24(e)(i) of the Disclosure Schedule as “Transferred
Employees” and “Transferred Contractors” (the “Transferred Employees and Contractors”) to the Company and the Company Subsidiaries.

Section 2.25. Brokers. Except as set forth on Section 2.25 of the Disclosure Schedule, there is no investment banker, broker or finder that has been
retained by or is authorized to act on behalf of, or which would be entitled to any fee or commission from, Seller, the Company or any Company Subsidiary
or any of their respective Affiliates in connection with the transactions contemplated hereby.

Section 2.26. No Other Representations or Warranties. Except for the representations and warranties of Seller expressly set forth in this Agreement and
the Transaction Agreements, neither Seller nor any other Person makes any other express or implied representation or warranty on behalf of Seller with
respect to the Shares, the Company, the Company Subsidiaries, the Business or the transactions contemplated by this Agreement and the Transaction
Agreements. The representations and warranties
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made in this Agreement with respect to the Shares, the Company, the Company Subsidiaries, the Business and the transactions contemplated by this
Agreement and the Transaction Agreements are in lieu of all other representations and warranties Seller might have given Purchaser, including implied
warranties of merchantability and implied warranties of fitness for a particular purpose. Purchaser acknowledges that all other warranties that Seller or anyone
purporting to represent Seller gave or might have given, or which might be provided or implied by applicable Law or commercial practice, with respect to the
Shares, the Company, the Company Subsidiaries and the Business, are hereby expressly excluded. Purchaser acknowledges that, except for the
representations and warranties of Seller expressly set forth in this Agreement and the Transaction Agreements, neither Seller nor any other Person will have
or be subject to any liability or indemnification obligation to Purchaser or any other Person resulting from the distribution in written or oral communication to
Purchaser, or use by Purchaser of, any information, documents, projections, forecasts or other material made available to Purchaser in the Data Room,
confidential information memoranda or management interviews and presentations in expectation of the transactions contemplated by this Agreement and the
Transaction Agreements.

ARTICLE 3
REPRESENTATIONS AND WARRANTIES OF PURCHASER

Purchaser hereby represents and warrants, as of the Closing, to Seller as follows:

Section 3.01. Organization. Purchaser is duly organized, validly existing and in good standing under the Laws of the state of Texas, and has the
requisite corporate power and authority to own its properties and to carry on its business as presently conducted and is duly qualified to do business and is in
good standing (where such concept exists) as a foreign corporation in each jurisdiction in which the nature of its business or the ownership or leasing of its
properties makes such qualification necessary, except where the failure to be so qualified or in good standing or to have such power or authority would not
prevent or materially delay the consummation of the transactions contemplated hereby.

Section 3.02. Authority; Enforceability. Purchaser has all necessary corporate power and authority to execute and deliver this Agreement and the
Transaction Agreements to which it is a party, to perform its obligations hereunder and thereunder, and to consummate the transactions contemplated hereby
and thereby. The execution, delivery and performance by Purchaser of this Agreement and the Transaction Agreements to which it is a party and the
consummation by Purchaser of the transactions contemplated hereby and thereby have been duly and validly authorized by all necessary corporate action of
Purchaser, and no other corporate proceedings on the part of Purchaser are necessary pursuant to its Organizational Documents or the Laws of its jurisdiction
of organization to authorize this Agreement or the Transaction Agreements or to consummate the transactions contemplated hereby or thereby. This
Agreement has been duly executed and delivered by Purchaser, and each Transaction Agreement to which Purchaser is a party, when executed and delivered
by Purchaser,
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has been duly executed and delivered by Purchaser and, assuming due authorization, execution and delivery by the other parties hereto and thereto, constitutes
a legal, valid and binding agreement of Purchaser, enforceable against Purchaser in accordance with its terms, subject to the General Enforceability
Exceptions.

Section 3.03. Non-Contravention. The execution, delivery and performance by Purchaser of this Agreement and the Transaction Agreements to which
Purchaser is a party does not and will not (a) conflict with or violate its certificate of incorporation or by-laws or comparable governing documents,
(b) assuming that all consents, approvals and authorizations contemplated by Section 3.04 have been obtained and all filings described therein have been
made, conflict with or violate any Law applicable to Purchaser or by which Purchaser or any of Purchaser’s respective properties are bound or (c) result in
any breach or violation of or constitute a default (or an event which with notice or lapse of time or both would become a default) or result in the loss of a
benefit under, or give rise to any right of termination, cancellation, amendment or acceleration of, any Contract or permit to which Purchaser is a party or by
which Purchaser or any of Purchaser’s respective properties are bound, except for any such conflict, violation, breach, default, loss, right or other occurrence
which would not reasonably be expected to, individually or in the aggregate, prevent or materially delay the consummation of the transactions contemplated
hereby.

Section 3.04. Consents. The execution, delivery and performance by Purchaser of this Agreement and the Transaction Agreements to which it is a party
and the consummation by Purchaser of the transactions contemplated hereby and thereby do not and will not require any consent, approval, authorization or
permit of, action by, filing with or notification to, any Person, except for any other consent, approval, authorization, permit, action, filing or notification the
failure of which to be made or obtained would not reasonably be expected to, individually or in the aggregate, prevent or materially delay the consummation
of the transactions contemplated hereby.

Section 3.05. Financial Ability to Perform. Purchaser has cash in an aggregate amount sufficient for Purchaser to pay the Purchase Price and to perform
all of its obligations under this Agreement and the Transaction Agreements.

Section 3.06. Litigation. There is no Action pending against, or to Purchaser’s Knowledge, threatened against or affecting, Purchaser that in any manner
challenges or seeks to prevent, enjoin, alter or materially delay the transactions contemplated by this Agreement and the Transaction Agreements.

Section 3.07. Investment Intent. Purchaser is acquiring the Shares for its own account, for investment purposes only and not with a view to the
distribution of such Shares. Purchaser is an “accredited investor” as defined in Regulation D promulgated by the Securities and Exchange Commission under
the Securities Act of 1933, as amended. Purchaser acknowledges that it is informed as to the risks of the transactions contemplated hereby and of ownership
of the Shares. Purchaser acknowledges that the Shares have not been registered under the Securities Act of 1933, as amended, or any state or foreign
securities Laws and that the Shares may not be sold, transferred,
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offered for sale, assigned, pledged, hypothecated or otherwise disposed of unless such transfer, sale, assignment, pledge, hypothecation or other disposition is
pursuant to the terms of an effective registration statement under the Securities Act of 1933 and the Shares are registered under any applicable state or foreign
securities Laws or sold pursuant to an exemption from registration under the Securities Act of 1933, as amended, and any applicable state or foreign securities
Laws.

Section 3.08. Brokers. There is no investment banker, broker or finder that has been retained by or is authorized to act on behalf of, or which would be
entitled to any fee or commission from, Purchaser in connection with the transactions contemplated hereby.

Section 3.09. No Other Representations or Warranties. Except for the representations and warranties of Purchaser expressly set forth in this Agreement
and the Transaction Agreements, neither Purchaser nor any other Person makes any other express or implied representation or warranty on behalf of
Purchaser with respect to Purchaser and the transactions contemplated by this Agreement and the Transaction Agreements. The representations and warranties
made in this Agreement with respect to Purchaser and the transactions contemplated by this Agreement and the Transaction Agreements are in lieu of all
other representations and warranties Purchaser might have given Seller. Seller acknowledges that all other warranties that Purchaser or anyone purporting to
represent Purchaser gave or might have given, or which might be provided or implied by applicable Law or commercial practice, with respect to Purchaser,
are hereby expressly excluded. Seller acknowledges that, except for the representations and warranties of Purchaser expressly set forth in this Agreement and
the Transaction Agreements, neither Purchaser nor any other Person will have or be subject to any liability or indemnification obligation to Seller or any other
Person resulting from the distribution in written or oral communication to Seller, or use by Seller of, any information, documents, projections, forecasts or
other material made available to Seller in any confidential information memoranda or management interviews and presentations in expectation of the
transactions contemplated by this Agreement and the Transaction Agreements.

ARTICLE 4
COVENANTS OF SELLER

Section 4.01. Confidentiality. After the Closing, Seller and its Affiliates will (i) hold, and will use their commercially reasonable efforts to cause their
respective officers, directors, employees, accountants, counsel, consultants, advisors, representatives and agents (collectively, “Representatives”) to hold, in
confidence and (ii) not use, and will use their commercially reasonable efforts to cause their respective Representatives to not use, to the detriment of
Purchaser, the Company or any Company Subsidiary, all information (written or otherwise), in any form or medium, that is confidential or proprietary or that
relates to the Business, the Company or the Company Subsidiaries (the “Confidential Information”), except to the extent that such information can be
shown to have been (i) generally available in the public domain prior to the Closing, (ii) generally available in the public domain at or after the Closing
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through no fault of Seller or its Affiliates or Representatives or (iii) later lawfully acquired by Seller or its Affiliates or Representatives from sources other
than those related to its prior ownership of the Business which sources breached no duties or obligations of confidentiality or trust in providing such
information; provided, however, that Seller may disclose Confidential Information to its Representatives in connection with the transactions contemplated by
this Agreement and the Transaction Agreements on a need-to-know basis so long as such Representatives are informed by Seller of the nature of the
Confidential Information and are directed by Seller to hold such in confidence, and Seller shall be responsible for any breach of the confidentiality provisions
of this Section 4.01 by its Affiliates and Representatives (excluding such Representatives to the extent that they, after the Closing, become Representatives of
Purchaser). Seller shall exercise the same care with respect to the Confidential Information as Seller would take to preserve the confidentiality of its own
similar information in the ordinary course of business. Seller may keep copies of any Confidential Information after the Closing, including copies of books
and records relating to the Company and the Company Subsidiaries, solely to the extent required to comply with any applicable Laws. If, after the Closing,
Seller or any of its Representatives are legally required to disclose any Confidential Information, Seller shall (A) promptly notify Purchaser to permit
Purchaser, at Purchaser’s cost and expense, to seek a protective order or take other appropriate action and (B) cooperate as reasonably requested by Purchaser
in Purchaser’s efforts to obtain a protective order or other reasonable assurance that confidential treatment will be accorded such Confidential Information, at
Purchaser’s cost and expense. If, after the Closing and in the absence of a protective order, Seller or any of its Representatives are compelled as a matter of
Law to disclose Confidential Information to a third party, Seller and its Representatives may disclose to the third party compelling disclosure only the part of
such Confidential Information as is required by Law to be disclosed; provided, however, that, prior to any such disclosure, Seller and its Representatives will
use good faith efforts to advise and consult with Purchaser and its counsel as to such disclosure and the nature and wording of such disclosure.

Section 4.02. Non-Solicitation and No-Hire of Employees. Seller agrees that neither it nor any of its Affiliates shall, until the end of the two-year period
immediately following the Closing Date, without the prior written consent of Purchaser, (a) solicit any individual who is an employee, or an independent
contractor (other than those independent contractors set forth on Section 4.02 of the Disclosure Schedule) (including the Transferred Employees and
Contractors) of Purchaser or any of its Affiliates (including the Company and Company Subsidiaries) as of the Closing Date (after giving effect to the
Closing), to leave his or her employment or independent contractor relationship with Purchaser or such Affiliate, provided that for purposes of clause (a), a
general solicitation or advertisement (including any recruitment efforts conducted by any recruitment agency) shall not be deemed to violate this Section 4.02
or (b) hire or otherwise engage any individual who is an employee, or an independent contractor (other than those independent contractors set forth on
Section 4.02 of the Disclosure Schedule) (including the Transferred Employees and Contractors) of Purchaser or any of its Affiliates as of the Closing Date
(after giving effect to the Closing).
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Section 4.03. Termination of Affiliate Transactions.

(a) Except as set forth on Section 4.03(a) of the Disclosure Schedule, Seller shall, and shall cause the Company and the Company Subsidiaries, to
terminate all Affiliate Transactions as of the Closing with no penalty to the Business, the Company or any Company Subsidiary.

(b) Except as set forth on Section 4.03(b) of the Disclosure Schedule, Seller shall, and shall cause the Company and the Company Subsidiaries, to
terminate all Company Contracts between Seller, the Company and any Company Subsidiary or any combination thereof with no penalty to the
Business, the Company or any Company Subsidiary.

ARTICLE 5
COVENANTS OF PURCHASER

Section 5.01. Non-Solicitation and No-Hire of Employees. Purchaser agrees that neither it nor any of its Affiliates shall, until the end of the two-year
period immediately following the Closing Date, except as contemplated by this Agreement (including the Restructuring), without the prior written consent of
Seller, (a) solicit any individual who is an employee, or an independent contractor (other than those independent contractors set forth on Section 5.01 of the
Disclosure Schedule) (including the Non-Transferred Employees and Contractors) of Seller or any of its Affiliates (not including, after the Closing, the
Company and Company Subsidiaries) as of the Closing Date (after giving effect to the Closing), to leave his or her employment with Seller or such Affiliate,
provided that for purposes of clause (a), a general solicitation or advertisement (including any recruitment efforts conducted by any recruitment agency) shall
not be deemed to violate this Section 5.01, or (b) hire or otherwise engage any individual who is an employee, or an independent contractor (other than those
independent contractors set forth on Section 5.01 of the Disclosure Schedule) (including the Non-Transferred Employees and Contractors of Seller or any of
its Affiliates (not including, after the Closing, the Company and Company Subsidiaries) as of the Closing Date (after giving effect to the Closing).

ARTICLE 6
COVENANTS OF PURCHASER AND SELLER

Section 6.01. Public Announcements. No public release or announcement concerning the transactions contemplated by this Agreement and the
Transaction Agreements shall be issued by Purchaser or any of its Affiliates or Representatives without the prior consent of Seller (which consent shall not be
unreasonably withheld or delayed), and no public release or announcement concerning the transactions contemplated hereby and thereby shall be issued by
Seller or any of its Affiliates or Representatives without the prior consent of Purchaser (which consent shall not be unreasonably withheld or delayed), except,
in each case, as such release or announcement may be required by Law or the rules, regulations or policies of any United States or foreign securities
exchange, in which case the party required to make
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the release or announcement shall use its commercially reasonable efforts to allow the other party reasonable time to comment on such release or
announcement in advance of such issuance (and use commercially reasonable efforts to reflect such comments); provided, however, that Seller and Purchaser
may make internal announcements regarding the transaction contemplated by this Agreement and the Transaction Agreements to its employees after
reasonable prior notice to, and consultation with, Purchaser or Seller, as applicable.

Section 6.02. Trademarks; Trade Names.

(a) With respect to any Owned Real Property or Leased Real Property, Purchaser shall either (i) remove all signage with respect to such Owned
Real Property or Leased Real Property bearing the “CTS” name, Trade Name or trademark, or any other trademark retained by Seller (collectively, the
“Seller Trade Names and Trademarks”) or (ii) cover such signage with temporary signage or other opaque materials not bearing any Seller Trade
Name and Trademark so that no part of such Seller Trade Name and Trademark is visible, in either case, no later than 90 days after the Closing.

(b) After the Closing, Purchaser and its Affiliates shall have the right to (i) sell existing Inventory at any time and (ii) use existing packaging,
labeling, containers, stationery, business forms, supplies, advertising and promotional materials and any similar materials bearing the Seller Trade
Names and Trademarks for the later of 180 days following the Closing or the depletion of existing stocks thereof; provided, however, that Purchaser
and its Affiliates shall use commercially reasonable efforts to avoid impairment of the value of the Seller Trade Names or Trademarks; provided
further, however, that when using the items listed in clause (ii) above in the context of entering into or conducting contractual relationships, Purchaser
shall make clear to all other applicable parties that Purchaser, rather than any of Seller or its Affiliates, is the party entering into or conducting the
contractual relationship; provided further, however, that personnel of Purchaser or its Affiliates using the above items shall not, and shall have no
authority to, hold themselves out as officers, employees or agents of any Seller or any Affiliate of Seller. Purchaser and its Affiliates shall comply with
all applicable Laws in any use of packaging or labeling containing the Seller Trade Names and Trademarks.

(c) Purchaser shall use commercially reasonable efforts to minimize its use of the Seller Trade Names and Trademarks, and, in any event, shall
cease using the Seller Trade Names and Trademarks on fixed assets (other than Inventory) within 180 days after the Closing.

Section 6.03. Certain Sales Agreements. Upon the Closing, Seller shall terminate or cause to be terminated the sales agent and similar representative
agreements listed on Section 6.03 of the Disclosure Schedule (the “Terminated Sales Agreements”). Notwithstanding anything to the contrary in this
Agreement, Purchaser shall be responsible for the payment of all commissions or similar payments in respect
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of the Terminated Sales Agreements that are due and owing from and after the Closing, and Purchaser shall indemnify and save and hold harmless Seller and
its Affiliates from losses arising directly from Purchaser’s failure to pay such amounts. For the avoidance of doubt, the foregoing sentence is a covenant of
Purchaser under this Agreement for the benefit of Seller and its Affiliates, and does not create any third party beneficiary or other rights in any Person other
than the parties and their respective successors and permitted assigns.

Section 6.04. Post-Closing Treatment of Payments in respect of Outstanding Receivables and Payables. On and after the Closing Date, (i) Seller shall
promptly pay to Purchaser an amount equal to any payments received at or after 12:01 a.m. (Eastern Standard Time) on the Closing Date by Seller in respect
of Accounts Receivable, after Seller’s receipt of such payments, and (ii) Purchaser shall promptly pay to Seller an amount equal to any payments made by
Seller (or drawn on Seller’s bank accounts) at or after 12:01 a.m. (Eastern Standard Time) on the Closing Date in respect of accounts payable owed by the
Seller Business Group, the Company or any Company Subsidiaries, after Seller’s request therefor.

Section 6.05. Maquiladora Virtual Transfer. As soon as reasonably practical after the Closing, Seller shall cause Electro Matamoros to file, in
accordance with applicable Mexican Law, Virtual Transfer Documents with the appropriate Mexican Governmental Authorities to evidence Electro
Matamoros’s virtual exportation of all the Inventory and other assets and properties of Electro Matamoros (such Inventory, assets and properties, the
“Maquila Assets”) to Benchmark Electronics Tijuana, S. de R.L. de C.V. (“Benchmark Tijuana”). As soon as reasonably practical after the Closing,
Purchaser shall cause Benchmark Tijuana to file, in accordance with applicable Mexican Law, Virtual Transfer Documents with the appropriate Mexican
Governmental Authorities to evidence Benchmark Tijuana’s virtual importation of the Maquila Assets. Prior to the effectiveness of Electro Matamoros’ and
Benchmark Tijuana’s Virtual Transfer Documents, Seller shall cause Electro Matamoros to provide to Benchmark Tijuana free bailment services with respect
to the Maquila Assets. Upon the effectiveness of Electro Matamoros’ and Benchmark Tijuana’s Virtual Transfer Documents, Seller shall cause Electro
Matamoros to deliver to Benchmark Tijuana the Maquila Assets.

ARTICLE 7
TAX MATTERS

Section 7.01. General. Notwithstanding any other provision in this Agreement, this Article 7 shall govern the Tax matters described herein.

Section 7.02. Responsibility for Filing Tax Returns.

(a) Pre-Closing Tax Returns. Except as provided in Section 7.05, Seller, at its sole cost and expense, shall prepare or cause to be prepared, and
timely file or cause to be timely filed, all Tax Returns for the Business, the Company and the Company Subsidiaries for all periods ending on or prior to
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the Closing Date (the “Seller Returns”). All such Seller Returns shall be timely prepared in a manner consistent with the past practice of the Business,
the Company or the relevant Company Subsidiary (as applicable) unless otherwise required by applicable Law. Seller shall submit substantially final
drafts of each of the Seller Returns to Purchaser at least 20 days prior to the due date for the filing of such Seller Returns (or such shorter period as the
circumstances require, but only in the case of a non-income Tax Return, and taking into account any applicable extensions of time in which to file) and
Purchaser shall have the right to review and comment on such Seller Returns. Seller and Purchaser agree to consult and timely resolve in good faith any
issue arising as a result of Purchaser’s review of such Seller Returns. Seller shall consider in good faith any revisions to the Seller Returns that are
timely and reasonably requested by Purchaser in writing, except if any such revisions would reasonably be expected to result in a material adverse
effect to Seller or any if its Affiliates. Seller shall pay or cause to be paid, when due, all Taxes required to be paid with or in respect of all Seller
Returns.

(b) Other Tax Returns. Except as provided in Section 7.02(a) and Section 7.05, Purchaser shall prepare or cause to be prepared and timely file or
cause to be timely filed any Tax Returns of the Business, the Company and the Company Subsidiaries for Tax periods which begin on or before the
Closing Date and end after the Closing Date (“Straddle Period”) (the “Purchaser Returns”). All such Purchaser Returns shall be prepared and filed
in a manner consistent with the past practice of the Business, the Company or the relevant Company Subsidiary (as applicable) unless otherwise
required by applicable Law. Purchaser shall submit each Purchaser Return to Seller at least 20 days prior to the due date for the filing of such Purchaser
Return (or such shorter period as the circumstances require, but only in the case of a non-income Tax Return, and taking into account any applicable
extensions of time in which to file) and Seller shall have the right to review and comment on such Purchaser Returns. Purchaser and Seller agree to
consult and timely resolve in good faith any issue arising as a result of Seller’s review of such Purchaser Returns. Purchaser shall consider in good faith
any revisions to the Purchaser Returns that are timely and reasonably requested by Seller in writing, except if any such revisions would reasonably be
expected to result in a material adverse effect to Purchaser or any if its Affiliates. Purchaser shall pay, when due, all Taxes required to be paid with or in
respect of all Purchaser Returns. With respect to any Purchaser Returns, Seller shall reimburse Purchaser for any amount owed by Seller pursuant to
Section 7.09 (and the allocation provision of Section 7.08).

Section 7.03. Tax Refunds and Transaction Tax Deductions.

(a) Seller shall be entitled to any Tax refunds (or reductions in Tax liability actually realized in cash by Purchaser, the Company or any Company
Subsidiary), including interest actually paid therewith, in respect of Taxes paid or incurred by the Seller Business Group, the Company, and the
Company
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Subsidiaries with respect to any Pre-Closing Tax Period. At the reasonable request of Seller and at Seller’s sole cost and expense, Purchaser shall use
commercially reasonable efforts to pursue or to assist Seller in pursuing any claims for refund of Taxes of the Seller Business Group, the Company and
any Company Subsidiaries that are pending as of the Closing Date. Purchaser shall forward to Seller or reimburse Seller for any Tax refunds received
or an amount equal to any such reduction in Tax liability actually realized in cash, in each case, solely with respect to Pre-Closing Tax Periods, within
10 days of such receipt or realization. For the avoidance of doubt, Purchaser shall be entitled to all Tax refunds relating to the Business, the Company
or any Company Subsidiary for all periods other than a Pre-Closing Tax Period.

(b) To the extent permitted by applicable Law (i) all Transaction Tax Deductions actually paid by Seller shall be treated by the Parties as properly
deductible by the Seller, and (ii) all Transaction Tax Deductions actually paid prior to the Closing by the Company, or by any Company Subsidiary,
shall, in each case, be treated by the Parties as properly deductible by them in a Pre-Closing Tax Period of the Company or such Company Subsidiary,
as applicable.

(c) All Transaction Tax Deductions not described in Section 7.03(b) shall be treated by the Parties as properly deductible (i) by the Purchaser if
paid by the Purchaser, or (ii) in a Tax period of the Company or a Company Subsidiary (as applicable) other than a Pre-Closing Tax Period, in each case
to the extent permitted by applicable Law.

Section 7.04. Books and Records; Cooperation. Each of Purchaser and Seller shall, and shall cause its respective Representatives to (a) provide the
other party and its Representatives with such assistance as may be reasonably requested in connection with the preparation of any Tax Return or any audit or
other examination by any Taxing Authority or judicial or administrative proceeding relating to Taxes with respect to the Business, the Company or a
Company Subsidiary or the computation or verification of amounts under this Article 7 and (b), until 90 days after the expiration of the applicable statute of
limitations in relation thereto, retain and provide the other party and its Representatives with reasonable access to all records or information that may be
relevant to such Tax Return, audit, examination or proceeding, and making employees available on a mutually convenient basis to provide additional
information and explanation of any material provided thereunder, provided that the foregoing shall be done at the expense of the party making such request
and in a manner so as not to interfere unreasonably with the conduct of the business of the parties.

Section 7.05. Transfer Taxes. All Transfer Taxes that are incurred as a result of the Restructuring and the Acquisition shall be borne by Seller. The party
responsible under applicable Law for filing any Tax Returns in relation to such Transfer Taxes shall prepare and timely file, or cause to be prepared and
timely filed, such Tax Returns and other documentation when due with respect to all such Transfer Taxes, and such party shall use its commercially
reasonable efforts to provide substantially final drafts of such
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Tax Returns to the other party at least ten (10) calendar days prior to the due date for such Tax Returns. To the extent required by applicable Law, each party
agrees to cooperate with the other party in the filing of any Tax Returns with respect to Transfer Taxes, including promptly supplying any information in its
possession that is reasonably necessary to complete such returns. Seller shall reimburse Purchaser for any Transfer Tax that is required to be paid solely by
Purchaser pursuant to applicable Law as a result of the Restructuring or Acquisition. Such reimbursement shall be made no more than ten (10) days after the
payment of such Transfer Tax. The party required to file any Tax Return for Transfer Taxes shall promptly provide the non-filing party with copies of such
Tax Return and reasonable evidence that all Transfer Taxes with respect to such Tax Return have been timely paid.

Section 7.06. Amendment of Tax Returns. Except as required by applicable Law, without the prior written consent of Seller, Purchaser will not (i) except
for Tax Returns that are filed pursuant to Section 7.02, file or amend or permit the Company or the Company Subsidiaries to file or amend any Tax Return
relating to a taxable period (or portion thereof) ending on or prior to the Closing Date, (ii) with respect to Tax Returns filed pursuant to Section 7.02, after the
date such Tax Returns are filed pursuant to Section 7.02, amend or permit the Company or the Company Subsidiaries to amend any such Tax Return or
(iii) extend or waive, or cause to be extended or waived, or permit the Company or the Company Subsidiaries to extend or waive, any statute of limitations or
other period for the assessment of any Tax or deficiency related to a Pre-Closing Tax Period.

Section 7.07. Certain Tax Elections.

(a) Purchaser shall not make any election under Section 338 of the Code (or any similar provision under Law), including under Section 338(h)
(10) of the Code, with respect to the acquisition of the Company and the Company Subsidiaries. The parties agree that no election pursuant to section
336(e) of the Code (or under any similar provision under Law) shall be made with respect to the acquisition of the Company and the Company
Subsidiaries.

(b) Neither Seller nor any Affiliate of Seller shall make or cause to be made any election in respect of any Tax matters which has a material effect
on the Company or any Company Subsidiary, including any election pursuant to Treasury Regulation Section 1.1502-36(d) or any other election which
would have the effect of reducing any net operating loss or other Tax attribute of the Company or any Company Subsidiary.

Section 7.08. Straddle Period Allocation. To the extent it is necessary for purposes of this Agreement to determine the allocation of Taxes for a Straddle
Period, the amount of any Taxes based on or measured by income or receipts of the Company and the Company Subsidiaries for the Pre-Closing Tax Period
shall be determined based on an interim closing of the books as of the close of business on the Closing Date and the amount of other Taxes of the Company
and the Company Subsidiaries for a Straddle Period that relates to the Pre-Closing Tax Period shall be deemed to be the
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amount of such Tax for the entire taxable period multiplied by a fraction the numerator of which is the number of calendar days in the taxable period ending
on the Closing Date and the denominator of which is the number of calendar days in such Straddle Period. Any exemption, deduction, credit or other item that
is calculated on an annual basis, to the extent such exemption, deduction or credit existed or was otherwise available both prior to and after the Closing Date,
shall be allocated to the portion of the Straddle Period ending on the Closing Date on a pro rata basis determined by multiplying the total amount of such item
allocated to the Straddle Period times a fraction, the numerator of which is the number of calendar days in the portion of the Straddle Period ending on the
Closing Date, and the denominator of which is the number of calendar days in the entire Straddle Period.

Section 7.09. Tax Indemnity.

(a) Seller shall indemnify Purchaser and the Affiliates of Purchaser against any and all (i) Excluded Taxes, and (ii) any reasonable out-of-pocket
costs and expenses related to such Excluded Taxes incurred by the Purchaser, the Company or any Company Subsidiary in respect of Tax advisors of
Purchaser and its Affiliates or otherwise in connection with defending the assessment of any Excluded Tax during the course of any audit or other
proceedings initiated by a Taxing Authority. Purchaser and any of its Affiliates seeking indemnity under this Section 7.09(a) shall (i) without undue
delay, inform Seller in writing of the initiation of any audit or other proceeding in relation to Excluded Taxes, and (ii) comply with the claims procedure
set forth in Section 9.04. Seller, at Seller’s sole cost and expense, shall control the contest (including any audit or investigation or any judicial or
administrative proceeding) (such contest, a “Tax Contest”) in relation to any Excluded Taxes only if: (i) Seller acknowledges in writing to Purchaser
Seller’s obligation to indemnify Purchaser for any Tax liability under this Section 7.09(a), (ii) Seller timely keeps Purchaser reasonably informed of the
progress of each such Tax Contest, (iii) Seller permits Purchaser to review and comment on all written submissions made to any administrative or
judicial body in connection with each such Tax Contest, and (iv) to the extent that a Tax assessment must be paid, including prior to commencing a Tax
Contest, Seller will be responsible for paying such assessment; provided, however, that Seller will not be permitted to settle or compromise any such
Tax Contest without the prior written consent of Purchaser, which consent shall not be unreasonably withheld, conditioned or delayed, if the resolution
of such Tax Contest reasonably could be expected to materially affect the Tax liability or Tax attributes of Purchaser or its Affiliates (including, after
the Closing Date, the Company and the Company Subsidiaries) for any Tax period ending after the Closing Date. For the avoidance of doubt, the
indemnity provided by this Section 7.09(a) shall be applicable to the transactions governed by the Transaction Agreements, to the extent applicable.
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(b) Purchaser shall indemnify Seller and the Affiliates of Seller against all Taxes imposed against Seller and its Affiliates that are attributable to
the Business, the Company or any Company Subsidiary after the Closing Date, and any reasonable out-of-pocket costs and expenses related to such
Taxes that are incurred by Seller in respect of Tax advisors of Seller and its Affiliates in connection with defending the assessment of any such Tax
during the course of any audit or other proceedings initiated by a Governmental Authority. Seller and any of its Affiliates seeking indemnity under this
Section 7.09(b) shall (i) without undue delay inform Purchaser in writing of the initiation of any audit with respect to Taxes for which Purchaser would
or could be liable to indemnify Seller pursuant to this Section 7.09(b), and (ii) comply with the claims procedure set forth in Section 9.04. Purchaser, at
Purchaser’s sole cost and expense, shall control any Tax Contest in relation to any amounts for which Purchaser is required to indemnify Seller
pursuant to this Section 7.09(b) only if: (i) Purchaser acknowledges in writing to Seller Purchaser’s obligation to indemnify Seller for any Tax liability
under this Section 7.09(b), (ii) Purchaser timely keeps Seller reasonably informed of the progress of each such Tax Contest, (iii) Purchaser permits
Seller to review and comment on all written submissions made to any administrative or judicial body in connection with each such Tax Contest, and
(iv) to the extent that a Tax assessment must be paid, including prior to commencing a Tax Contest, Purchaser will be responsible for paying such
assessment; provided, however, that Purchaser will not be permitted to settle or compromise any such Tax Contest without the prior written consent of
Seller, which consent shall not be unreasonably withheld, conditioned or delayed, if the resolution of such Tax Contest reasonably could be expected to
materially affect the Tax liability or Tax attributes of Seller or its Affiliates (including, prior to the Closing Date, the Company and the Company
Subsidiaries) for any Pre-Closing Tax Period.

(c) For the avoidance of doubt, the limitations set forth in Section 9.05 shall not apply to indemnification under this Section 7.09.

(d) All indemnification payments required pursuant to this Section 7.09 or Article 9 shall be deemed to be adjustments for Tax purposes to the
aggregate consideration paid by Purchaser pursuant to this Agreement, to the extent permitted by applicable Law.

Section 7.10. Purchaser Tax Act. Notwithstanding anything to the contrary in this Agreement, Seller shall not have any indemnification obligation to
Purchaser or any Affiliate of Purchaser under this Agreement for any Taxes resulting from a Purchaser Tax Act.

Section 7.11. Carryback Relinquishment. Purchaser and its Affiliates shall not cause or permit the Company or any Company Subsidiary to carry back
to any Pre-Closing Tax Period any net operating loss or other Tax attribute that is attributable to a Tax period ending after the Closing Date. Notwithstanding
anything to the contrary in this Agreement, Purchaser and any of its Affiliates (to the extent necessary) shall, to the extent permissible under applicable Tax
Law, make a proper and timely election (or cause such proper and timely election to be made) to relinquish the carryback of any net operating losses of the
Company and the Company Subsidiaries pursuant to either Treasury Regulations Section 1.1502-21(b)(3)(ii)(B) or Section 172(b)(3) of the Code, or under
any similar provision under Law, as the case may be.
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Section 7.12. Tax Sharing Agreements, etc. All Tax sharing agreements or similar agreements and all powers of attorney with respect to or involving
Taxes of the Company or any Company Subsidiary will be terminated prior to the Closing.

ARTICLE 8
EMPLOYEES AND EMPLOYEE BENEFITS

Section 8.01. Purchaser Benefit Plans; Assumption of Liabilities.

(a) From the Closing through the one year anniversary of the Closing Date, except as may be required by applicable Law and subject to
Section 8.01(c), Purchaser currently intends to provide each individual who was an Employee of the Company immediately prior to the Closing
(including the Transferred Employees whose employment transferred to the Company but excluding the Non-Transferred Employees) (the “Business
Employees”) with employee benefits and compensation that are substantially similar to those provided to similarly situated employees of Purchaser or
such Affiliate.

(b) Purchaser will cause all employee benefit plans and programs of Purchaser and its Affiliates to recognize all service of the Business
Employees with Seller or any of its predecessors and Affiliates to the same extent and for the same purposes thereunder as such service was counted
under similar benefit plans of Seller or any of its predecessors and Affiliates for all purposes (except that, with respect to benefit accrual, such service
shall not be counted to the extent that it would result in a duplication of the benefits and shall not be counted for purposes of benefit accrual under any
defined benefit plan); provided, however, that service of Business Employees subject to collective bargaining agreements shall be determined under
such collective bargaining agreements.

(c) This Section 8.01(c) shall apply only if the Closing occurs prior to December 31, 2013. Effective as of the Closing and in connection with the
Closing, Seller shall cause the Employee Plans listed on Section 8.01(c) of the Disclosure Schedules to continue to offer each Business Employee and
their spouses and dependents who were covered under such Employee Plan immediately prior to the Closing continued coverage under such Employee
Plan for the Benefit Applicable Period subject to the normal terms and conditions of such Employee Plan other than the requirement that a Business
Employee be employed by Seller or its Affiliate. Purchaser shall pay to Seller or Seller’s Employee Plan the full cost of such coverage for each
Business Employee and their spouse and dependents who participate in such Employee Plan for the period beginning on the Closing and ending on the
earlier of (i) such date as determined by the Purchaser or (ii) December 31, 2013 (the “Benefit Applicable Period”). The “full cost of such coverage”
referred to in this
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Section 8.01(c) means the full premium for such Employee Plan coverage and the cost of the claims incurred during the Benefit Applicable Period by
the Business Employees and their spouses and dependents under an Employee Plan that is not otherwise paid by a third party insurer in excess of the
full premium paid to Seller. Purchaser shall pay any amounts due to Seller or Seller’s Employee Plans under this Section 8.01(c) within ten days of
receiving an invoice of amounts due from Seller. Effective as of the termination of the Benefit Applicable Period, Purchaser shall cause its or its
Affiliates’ group health plan and other employee benefit plans to cover Business Employees and their spouses and dependents.

(d) Subject to Section 8.01(c), coverage for all Business Employees and their respective spouses and dependents under the Employee Plans that
are welfare benefit plans within the meaning of section 3(1) of ERISA (“Seller’s Welfare Plans”) shall cease to be effective as of the Closing. Subject
to Section 8.01(c), Seller and Seller’s Welfare Plans shall be liable for all claims incurred with respect to Business Employees and their spouses and
dependents prior to the Closing Date, except for short-term disability or other salary continuation benefits that are payable after the Closing to the one
Business Employee receiving such payments as of the Closing. Subject to Section 8.01(c), the plans sponsored by Purchaser and its Affiliates that are
welfare benefit plans within the meaning of section 3(1) of ERISA (“Purchaser’s Welfare Plans”) shall provide coverage and benefits for all Business
Employees and their respective eligible spouses and dependents effective on the Closing Date. Purchaser and Purchaser’s Welfare Plans shall be liable
for (i) all claims incurred with respect to Business Employees and their eligible spouses and dependents on and after the Closing date and (ii) for short-
term disability or other salary continuation benefits that are payable after the Closing Date to the one Business Employee receiving such payments as of
the Closing; provided that if such Business Employee transitions from such short-term disability to long-term disability, such Business Employee shall
receive such long-term disability benefits from Seller. For purposes of this Section 8.01(d), a claim shall be deemed “incurred” on the date that the
event that gives rise to the claim occurs (for purposes of life insurance, severance, sickness, accident and disability programs) or on the date that
treatment or services are provided (for purposes of health care programs).

(e) Effective as of the Closing Date, Purchaser shall cover (or cause to be covered) each Business Employee under a tax-qualified defined
contribution plan and trust that qualify under Section 401(a) of the Code sponsored by Purchaser or one of its Affiliates (“Purchaser’s Savings Plan”).
Purchaser’s Savings Plan shall provide Business Employees with credit for their service with Seller and its Affiliates and predecessors prior to the
Closing Date for all purposes for which service was credited under the CTS Corporation Retirement Savings Plan (the “Seller’s Savings Plan”).
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(i) On the Closing Date, or as soon as practicable thereafter, Seller and Purchaser shall cause to be filed all required Forms 5310-A and any
other required IRS forms in order for Purchaser’s Savings Plan to receive a transfer of assets from Seller’s Savings Plan on or following the
Closing Date in accordance with applicable Law and in accordance with the provisions described below in this Section 8.01(e).

(ii) As soon as practicable following the satisfaction of any applicable regulatory filing requirements and the requirements set forth in this
Section 8.01(e), but not later than 90 days following satisfaction of such requirements unless the parties otherwise agree in writing, Seller shall
cause a transfer of the plan accounts (including any outstanding loan notes), valued as of the date of transfer, of the Business Employees who
have an account balance under the Seller’s Savings Plan at the Closing Date (“Plan Participants”), from Seller’s Savings Plan and related trust
to Purchaser’s Savings Plan and related trust, and Purchaser shall cause Purchaser’s Savings Plan and related trust to accept such transfer of
assets (the date on which such transfer occurs is referred to as the “Savings Plan Transfer Date”). Except for customary loans, the transfer from
the Seller’s Savings Plan to the Purchaser’s Savings Plan shall be made in cash, unless otherwise agreed to by Purchaser

(iii) From and after the Closing Date until the Savings Plan Transfer Date, any benefit payable to a Plan Participant shall be paid and
continue to be paid out of Seller’s Savings Plan trust (it also being understood that Seller’s Savings Plan shall continue to administer such
accounts through the Savings Plan Transfer Date, including participant investment directions). On and after the Savings Plan Transfer Date, any
such benefits payable to a Plan Participant shall be paid from Purchaser’s Savings Plan trust.

(iv) Within 30 days of the Closing Date, Purchaser shall provide to Seller either (1) a current and valid favorable IRS determination letter
with respect to Purchaser’s Savings Plan, or (2) a representation from Purchaser that Purchaser’s Savings Plan is intended to qualify under
Section 401(a) of the Code and that Purchaser will timely file (or has already filed) an application for such favorable determination letter with
respect to Purchaser’s Savings Plan with the IRS and that Purchaser will make any and all necessary amendments on a retroactive basis to
Purchaser’s Savings Plan as are required by the IRS to obtain such favorable determination.

(f) Purchaser shall credit each Business Employee with unused vacation, sick leave, or personal days to which the Business Employee is entitled
through the Closing Date; provided, however, that if Seller is required by applicable Law to pay any Business Employee the cash value of his or her
unused vacation, sick leave, or personal days described in this Section 8.01(f), then Purchaser shall reimburse Seller for the amount so paid by Seller
and shall not be required to credit such vacation, sick leave, or personal days.
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(g) Purchaser shall have the sole responsibility for providing “continuation coverage” benefits to all Business Employees and “qualified
beneficiaries” of Business Employees for whom a “qualifying event” occurs on or after the termination of the Benefit Applicable Period. Seller shall be
responsible for providing “continuation coverage” benefits to all Business Employees and “qualified beneficiaries” of Business Employees for whom a
“qualifying event” occurs prior to the termination of the Benefit Applicable Period; provided that Purchaser shall pay the full costs of providing such
continuation coverage to Seller or Seller’s health plan under this Section 8.01(g) for all Business Employees and “qualified beneficiaries” of Business
Employees for whom a “qualifying event” occurs on or after the Closing Date but prior to the termination of the Benefit Applicable Period. The “full
costs of providing such continuation coverage” referred to this in this Section 8.01(g) means the cost of the claims incurred by Business Employees and
“qualified beneficiaries” of Business Employees under Seller’s health plan that is not otherwise paid by a third party insurer and that is in excess of the
premiums paid for such coverage. Notwithstanding any provision of this Section 8.01(g) or this Agreement to the contrary, if more than 50 Business
Employees experience a “qualifying event” during the Benefit Applicable Period, Seller’s obligation to provide “continuation coverage” pursuant to
this Section 8.01(g) shall cease at the termination of the Benefit Applicable Period, and, on and following the termination of the Benefit Applicable
Period, Purchaser shall have the sole responsibility for providing “continuation coverage” benefits to all Business Employees and “qualified
beneficiaries” of Business Employees who experience a “qualifying event” during the Benefit Applicable Period. The terms “continuation coverage,”
“qualified beneficiaries” and “qualifying event” shall have the meanings ascribed to them under Section 4980B of the Code and Sections 601-608 of
ERISA.

(h) Purchaser will reimburse Seller for the costs of all workers compensation claims of Business Employees (including, but not limited to, (A) the
claims relating to the Business Employees listed on Section 2.09 of the Disclosure Schedules, (B) injuries that relate entirely to an accident that
occurred or injury that was identifiably sustained on or prior to the Closing Date, regardless of when such claims are filed, (C) injuries identifiably
sustained after the Closing Date that are aggravations or reinjuries of injuries or illnesses that were sustained on or before the Closing Date and
(D) required treatment after the Closing Date following complete recovery from injuries sustained on or before the Closing Date) that Seller incurs.
From and after the Closing Date, Purchaser will be solely responsible for the workers’ compensation claims of all Business Employees. Seller will
include as an accrual on the unaudited consolidated balance sheets of the Business, in accordance with GAAP, the reasonably estimated incurred but
not reported workers compensation claims as of the Closing relating to the Business Employees and a reasonable
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estimate of the liability related to the claims of Business Employees listed on Section 2.09 of the Disclosure Schedules. For the avoidance of doubt,
Purchaser shall not be responsible for any costs of the worker compensation claims listed on Section 10.01(a) of the Disclosure Schedules.

(i) No provision of this Article 8 shall (A) create any third party beneficiary or other rights in any employee or former employee (including any
beneficiary or dependent thereof) of Seller, the Company, any Company Subsidiary, Purchaser, any of their Affiliates, or any other Person other than
the parties and their respective successors and permitted assigns, (B) constitute or create or be deemed to constitute or create an employment
agreement, or (C) constitute or be deemed to constitute an amendment to any employee benefit plan sponsored or maintained by Seller, the Company,
any Company Subsidiary, Purchaser, or their Affiliates.

ARTICLE 9
SURVIVAL; INDEMNIFICATION

Section 9.01. Survival.

(a) Representations and Warranties.

(i) Except as set forth in this Section 9.01(a), the representations and warranties contained in this Agreement shall survive until the second
anniversary of the Closing Date.

(ii) The Seller Fundamental Representations and the representations and warranties contained in Section 2.08 and Section 2.16 shall survive
until 90 days after the expiration of the applicable statute of limitations period with respect to such representations and warranties.

(b) Covenants. The covenants and agreements of the parties hereto contained in this Agreement shall survive in accordance with their respective
terms, except that no claim for indemnification pursuant to Section 7.09 may be brought following 90 days after the expiration of the applicable statute
of limitations (taking into account applicable extensions) with respect to the underlying subject matter of such claim; provided, that it is the intent of
Seller and Purchaser that the indemnification period for any carryforward Tax benefits from any Pre-Closing Tax Period of Seller will extend until the
applicable carryforward period expires.

Section 9.02. Indemnification of Purchaser by Seller.

(a) From and after the Closing, Seller and its Affiliates shall indemnify and save and hold harmless Purchaser and its Affiliates and their
respective Representatives (collectively, the “Purchaser Indemnified Parties”) from and against any Covered Losses suffered by any such Purchaser
Indemnified
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Parties resulting from or arising out of: (i) any misrepresentation of or inaccuracy in any representation or warranty of Seller contained in this
Agreement (other than the Seller Fundamental Representations (which shall be governed by clause (ii)); (ii) any misrepresentations of or inaccuracy in
any Seller Fundamental Representation, in the case of clauses (i) and (ii), as each such representation or warranty would read if all qualifications as to
materiality and Material Adverse Effect were deleted therefrom, except with respect to the representations and warranties in Section 2.05(b),
Section 2.07(b), Section 2.07(c), Section 2.08 and the first sentence of Section 2.14(a); (iii) any nonfulfillment or breach of any covenant or agreement
made by Seller in this Agreement; and (iv) the Excluded Liabilities.

(b) The Purchaser Indemnified Parties shall not be entitled to assert any indemnification pursuant to Section 9.02(a) after the expiration of the
applicable survival period referenced in Section 9.01; provided, however, that if, on or prior to such expiration of the applicable survival period, a
notice of claim shall have been given to Seller in accordance with Section 9.04 (Procedures Relating to Indemnification) for such indemnification, the
Purchaser Indemnified Parties shall continue to have the right to be indemnified with respect to such indemnification claim until such claim for
indemnification has been satisfied or otherwise resolved as provided in this Article 9.

(c) Any indemnification of a Purchaser Indemnified Party pursuant to this Section 9.02 shall be effected by wire transfer or transfers of
immediately available funds from Seller to an account or accounts designated in writing by the applicable Purchaser Indemnified Party to Seller within
15 days after the final determination of any disputed portions thereof (and for any portions thereof that are not being disputed, within 15 days after an
undisputed claim is made therefor or such portions are no longer being disputed).

Section 9.03. Indemnification of Seller by Purchaser.

(a) From and after the Closing, Purchaser and its Affiliates shall indemnify and save and hold harmless Seller, its Affiliates and their respective
Representatives (collectively, the “Seller Indemnified Parties”) from and against any Covered Losses suffered by any such Seller Indemnified Parties
resulting from or arising out of: (i) any misrepresentation of or inaccuracy in any representation or warranty of Purchaser contained in this Agreement
(other than the Purchaser Fundamental Representations (which shall be governed by clause (ii)); (ii) any misrepresentations of or inaccuracy in any
Purchaser Fundamental Representation, in the case of clauses (i) and (ii), as each such representation or warranty would read if all qualifications as to
materiality and material adverse effect were deleted therefrom; (iii) any nonfulfillment or breach of any covenant or agreement made by Purchaser in
this Agreement; and (iv) Assumed Liabilities.
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(b) The Seller Indemnified Parties shall not be entitled to assert any indemnification in accordance with Section 9.03(a) after the expiration of the
applicable survival period referenced in Section 9.01; provided, however, that if on or prior to the expiration of the applicable survival period, a notice
of claim shall have been given to Purchaser pursuant to Section 9.04 (Procedures Relating to Indemnification) for such indemnification, the Seller
Indemnified Parties shall continue to have the right to be indemnified with respect to such indemnification claim until such claim for indemnification
has been satisfied or otherwise resolved as provided in this Article 9.

(c) Any indemnification of a Seller Indemnified Party pursuant to this Section 9.03 shall be effected by wire transfer or transfers of immediately
available funds from Purchaser to an account or accounts designated by the applicable Seller Indemnified Party to Purchaser within 10 days after the
final determination of any disputed portions (and for any portions thereof that are not being disputed, within 15 days after an undisputed claim is made
therefor or such portions are no longer being disputed).

Section 9.04. Procedures Relating to Indemnification.

(a) In order for an indemnified party to be entitled to any indemnification provided for under this Article 9 in respect of, arising out of or
involving a claim or demand made by any Person (other than a party hereto or Affiliate thereof) against the indemnified party (a “Third-Party
Claim”), such indemnified party must notify the indemnifying party in writing, and in reasonable detail, of the Third-Party Claim as promptly as
reasonably practicable after receipt by such indemnified party of written notice of the Third-Party Claim; provided, however, that failure to give such
notification shall not affect the indemnification provided hereunder except to the extent the indemnifying party shall have been materially prejudiced as
a result of such failure. The indemnified party shall deliver to the indemnifying party, within 30 days after the indemnified party’s receipt thereof,
copies of all notices and documents (including court papers) received by the indemnified party relating to the Third-Party Claim.

(b) If a Third-Party Claim is made against an indemnified party, the indemnifying party will be entitled to participate in the defense thereof and, if
it so chooses, subject to Section 9.04(c) (and in the case of indemnification pursuant to Section 7.09 subject to the requirements contained in
Section 7.09), to assume the defense thereof with counsel selected by the indemnifying party and reasonably satisfactory to the indemnified party.
Should the indemnifying party so elect to assume the defense of a Third-Party Claim, the indemnifying party will not be liable to the indemnified party
for legal expenses subsequently incurred by the indemnified party in connection with the defense thereof, unless the Third-Party Claim involves
potential conflicts of interest between the indemnified party and the indemnifying party. If the indemnifying party assumes such defense, the
indemnified party shall have the
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right to participate in the defense thereof and to employ counsel, at its own expense (except as provided in the immediately preceding sentence),
separate from the counsel employed by the indemnifying party, it being understood that the indemnifying party shall control such defense. To the extent
the Third-Party Claim is a claim that the indemnifying party is ultimately responsible for under this Article 9, the indemnifying party shall be liable for
the fees and expenses of counsel employed by the indemnified party for any period during which the indemnifying party has not assumed the defense
thereof. If the indemnifying party chooses to defend any Third-Party Claim, all the parties hereto shall cooperate in the defense or prosecution thereof.
Such cooperation shall include the retention and (upon the indemnifying party’s request) the provision to the indemnifying party of records and
information that are reasonably relevant to such Third-Party Claim, and the use of reasonable efforts to make employees available on a mutually
convenient basis to provide additional information and explanation of any material provided hereunder. Whether or not the indemnifying party shall
have assumed the defense of a Third-Party Claim, the indemnified party shall not admit any liability with respect to, or settle, compromise or discharge,
such Third-Party Claim without the indemnifying party’s prior written consent (which consent shall not be unreasonably withheld (but which, for the
avoidance of doubt, may be withheld if any of the elements described in the next sentence below are not satisfied)). Subject to the requirements
contained in Section 7.09 in the case of indemnification pursuant to Section 7.09, the indemnifying party may pay, settle or compromise a Third-Party
Claim without the written consent of the indemnified party, so long as such settlement is solely for monetary payments which will be paid in full by the
indemnified party and includes (i) an unconditional release of the indemnified party from all liability in respect of such Third-Party Claim, (ii) does not
subject the indemnified party to any injunctive relief or other equitable remedy, and (iii) does not include a statement or admission of fault, culpability
or failure to act by or on behalf of any indemnified party.

(c) Notwithstanding anything to the contrary in Section 9.04(b), the indemnifying party may not assume defense of a Third Party Claim if such
Third Party Claim (i) is criminal in nature or seeks injunctive or other equitable relief, (ii) in a case where Seller is the indemnifying party, could
reasonably be expected to result in the payment by the indemnified party in an amount in excess of the Cap (if applicable), or (iii) could reasonably be
expected to have a material and adverse effect on the continuing business of the indemnified party.

(d) Any claim for indemnification provided for under this Article 9 shall be made by notice to the indemnifying party in writing and in reasonable
detail (taking into account the information then available to such indemnified party).
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Section 9.05. Limitations on Indemnification.

(a) Neither Seller nor its Affiliates shall have any liability for indemnification pursuant to Section 9.02(a)(i) with respect to Covered Losses for
which indemnification is provided thereunder unless such Covered Losses exceed in the aggregate $500,000 (the “Deductible Amount”) in which case
Seller and its Affiliates shall be liable (subject to the terms of this Article 9) for all Covered Losses in excess of the Deductible Amount; provided,
however, that, subject to Section 9.05(d), in no event shall the aggregate indemnification to be paid by Seller and its Affiliates with respect to
Section 9.02(a)(i) exceed $9,500,000 (the “Cap”); provided further, however, that notwithstanding anything to the contrary, this Section 9.05(a) shall
not apply with respect to any Covered Losses in respect of any fraud by Seller.

(b) Neither Purchaser nor its Affiliates shall have any liability for indemnification pursuant to Section 9.03(a) with respect to Covered Losses for
which indemnification is provided thereunder unless such Covered Losses exceed in the aggregate the Deductible Amount, in which case Purchaser and
its Affiliates shall be liable (subject to the terms of this Article 9) for all Covered Losses in excess of the Deductible Amount; provided, however, that,
subject to Section 9.05(d), in no event shall the aggregate indemnification to be paid by Purchaser and its Affiliates with respect to Section 9.03(a)(i)
and Section 9.03(a)(iv) exceed the Cap; provided further, however, that notwithstanding anything to the contrary, this Section 9.05(b) shall not apply
with respect to any Covered Losses in respect of any fraud by Purchaser.

(c) No indemnified party shall be entitled to recover from an indemnifying party more than once in respect of the same Covered Losses.

(d) For the avoidance of doubt, the limitations set forth in this Section 9.05 shall not apply to (i) any indemnity set forth in Section 7.09 or for any
misrepresentation of or inaccuracy in any representation or warranty set forth in Section 2.08, or (ii) any indemnification for Covered Losses suffered
by any Purchaser Indemnified Party resulting from or arising out of the Excluded Liabilities.

Section 9.06. Exclusive Remedy. Except as provided in Section 7.09, this Article 9 shall be the exclusive remedy of the parties hereto following the
Closing for any monetary losses arising out of any misrepresentation or breach of the representations, warranties, covenants or agreements of the parties
contained in this Agreement, except as otherwise provided in this Agreement. In furtherance of the foregoing, except as provided in Section 7.09, from and
after the Closing each of the parties hereto hereby waives, to the fullest extent permitted under applicable Law, any and all rights, claims and causes of action
it may have against the other party hereto, arising under or based upon any Law, other than claims with respect to fraud, the right to seek indemnity pursuant
to this Article 9 or claims for equitable relief.
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ARTICLE 10
MISCELLANEOUS

Section 10.01. Definitions. The following terms, as used herein, have the following meanings:

“Accounts Receivable” has the meaning set forth in Section 2.18.

“Acquisition” has the meaning set forth in the Recitals.

“Action” means any claim, litigation, action, suit, or proceeding by or before any Governmental Authority.

“Affiliate” means, with respect to any specified Person, any other Person that directly, or indirectly through one or more intermediaries, controls, is
controlled by, or is under common control with, such specified Person; and “control” (including the terms “controlled by” and “under common control with”),
with respect to the relationship between or among two or more Persons, means the possession, directly or indirectly, of the power to direct or cause the
direction of the affairs or management of a Person, whether through the ownership of voting securities, by Contract or otherwise, including the ownership,
directly or indirectly, of securities having the power to elect a majority of the board of directors or similar body governing the affairs of such Person.

“Affiliate Transaction” has the meaning set forth in Section 2.23.

“Agreement” has the meaning set forth in the Preamble.

“Assignment, Assumption and Contribution Agreement” has the meaning set forth in Section 1.03(c)(ix).

“Assumed Liabilities” has the meaning set forth in Section 2.24(c).

“Benchmark Tijuana” has the meaning set forth in Section 6.05.

“Benefit Applicable Period” has the meaning set forth in Section 8.01(c).

“Business” has the meaning set forth in the Recitals.

“Business Day” means a day, other than Saturday, Sunday or other day on which commercial banks in New York, New York are authorized or required
by Law to close.

“Business Employees” has the meaning set forth in Section 8.01(a).

“Cap” has the meaning set forth in Section 9.05(a).

“Closing” has the meaning set forth in Section 1.03(a).

“Closing Date” has the meaning set forth in Section 1.03(a).

“Code” means the Internal Revenue Code of 1986, as amended.
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“Company” has the meaning set forth in the Recitals.

“Company Contracts” means contracts to which the Seller Business Group, the Company or a Company Subsidiary is a party and that are currently in
effect, excluding any intercompany Contracts.

“Company Intellectual Property” means any and all Intellectual Property owned or licensed from a third party, in whole or in part, by the Seller
Business Group, the Company or a Company Subsidiary.

“Company Plans” has the meaning set forth in Section 2.11(b).

“Company Subsidiary” has the meaning set forth in Section 2.01(d).

“Confidential Information” has the meaning set forth in Section 4.01.

“Contract” means any agreement, contract, commitment, instrument, undertaking, lease, note, mortgage, indenture, sales or purchase order, license or
arrangement, whether written or oral.

“Contributed Assets” has the meaning set forth in Section 2.24(b).

“Covered Loss” means, except as provided in Section 7.09, any and all losses, Liabilities (excluding contingent liabilities), claims, fines, deficiencies,
damages, obligations, payments (including those arising out of any settlement, judgment or compromise relating to any Action), reasonable costs and
expenses (including interest and penalties due and payable with respect thereto and reasonable attorneys’ and accountants’ fees and any other reasonable out-
of-pocket expenses incurred in investigating, preparing, defending, avoiding or settling any Action), in each case that are due and payable, including any of
the foregoing arising under, out of or in connection with any Action, Governmental Order, or any Law or Contract; provided, however, that Covered Loss
(other than any Covered Loss relating to arising from the Excluded Liabilities) excludes any Covered Loss having an aggregate value (together with all other
related or series of related Covered Losses) of less than $30,000, any loss or Liability that has been accrued for or reserved against in the Financial Statements
(to the extent of such reserve), any punitive, exemplary, or consequential damages, except to the extent actually awarded to a third party. The amount of any
Covered Loss subject to indemnification hereunder shall be calculated net of (a) any net insurance proceeds actually received by the indemnitee on account of
such Covered Loss (net of reasonably expected future premium increases on account of Covered Losses) and (b) any net Tax benefit actually realized in cash
by the indemnitee arising from the recognition of the Covered Loss. The indemnitee shall mitigate any actual or potential Covered Loss, in each case to the
extent required by applicable Law. In the event that an insurance recovery is actually received in respect of a Covered Loss or a net Tax benefit is actually
realized in cash, in each case after the date that the indemnifying party has made an indemnity payment in respect thereof, by the indemnitee with respect to
any Covered Loss for which it has been indemnified hereunder, then a refund of a portion of such indemnity payment not to exceed an amount equal to the
excess of
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the total recoveries received by the indemnitee with respect to such Covered Losses over the aggregate amount of such Covered Losses suffered by the
indemnitee (without regard to Deductible Amounts, Caps and exclusions under the proviso to the first sentence of this definition) shall be made to the
indemnitor that provided such indemnification to the indemnitee within 15 days of the final resolution of the amount thereof (or 15 days of receipt of such
recoveries to the extent such reimbursement obligation is not being disputed).

“Deductible Amount” has the meaning set forth in Section 9.05(a).

“Deduction Statement” has the meaning set forth in Section 7.03(b).

“Disclosure Schedule” means the disclosure schedule delivered by Seller to Purchaser prior to or concurrently with the execution and delivery of this
Agreement.

“Domain Names” means Internet electronic addresses, uniform resource locators and alpha-numeric designations associated therewith registered with
or assigned by any domain name registrar, domain name registry or other domain name registration authority as part of an electronic address on the Internet
and all applications for any of the foregoing.

“Effective Time” has the meaning set forth in Section 1.03(a).

“Electro Matamoros” means CTS Electro de Matamoros S.A. de C.V.

“Employee” means any individual who is employed (whether full or part-time) by the Company or any Company Subsidiary, including any individual
on leave of absence or on layoff with recall rights.

“Employee Plans” has the meaning set forth in Section 2.11(b).

“Environmental Law” any federal, state, or local law, statute, rule or regulation concerning (a) the manufacture, transport, use, treatment, storage, or
disposal of any Hazardous Substance, or (b) the protection of the environment.

“ERISA” means the Employee Retirement Income Security Act of 1974, as amended.

“Excluded Liabilities” means all Liabilities of the Seller Business Group, the Company and Company Subsidiaries (i) which result from or arise out of
the matters set forth on Section 10.01(a) of the Disclosure Schedule under the heading “Excluded Liabilities” or (ii) which are Parent Assumed Liabilities.

“Excluded Taxes” means, without duplication, the following: (i) all Taxes imposed on Seller or any of its Affiliates (other than Taxes imposed on the
Seller Business Group, the Company or a Company Subsidiary in any Tax period beginning on or after the Closing Date or portion of a Straddle Period
beginning after the Closing Date), including such Taxes resulting from transactions contemplated by the
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Transaction Agreements, (ii) all Taxes imposed on the Seller, the Company or a Company Subsidiary that are attributable to any Pre-Closing Tax Period (or
portion of a Straddle Period ending on the Closing Date), including such Taxes resulting from transactions contemplated by the Transaction Agreements,
(iii) all Taxes for which the Seller, the Company or a Company Subsidiary is held liable by reason of being included in any consolidated, affiliated, combined
or unitary group at any time before the Closing Date, (iv) all Taxes resulting from any Tax sharing, Tax indemnification, Tax allocation or similar agreement
entered into by any of Seller, the Company or any Company Subsidiary prior to the Closing Date, (v) any Transfer Taxes and (vi) any Taxes imposed on or in
respect of the Restructuring or the Non-U.S. Sale.

“Financial Statements” has the meaning set forth in Section 2.05(a).

“GAAP” means United States generally accepted accounting principles, consistently applied.

“General Enforceability Exceptions” has the meaning set forth in Section 2.02.

“Governmental Authority” means any federal, state, local or foreign government (including any political or other subdivision or judicial, legislative,
executive or administrative branch, agency, commission, authority or other body of any of the foregoing).

“Governmental Order” means any order, writ, judgment, injunction, decree or award entered by or with any Governmental Authority.

“Hazardous Substance” means any material or substance that is listed as “hazardous” pursuant to the Comprehensive Environmental Response,
Compensation and Liability Act, 42 U.S.C. §§ 9601 et seq., or any petroleum product or by-product.

“Indebtedness” of any Person means, without duplication: (a) all obligations of such Person (i) for the principal of, interest on, and premium and pre-
payment or other breakage costs in respect of, money borrowed or (ii) evidenced by notes, debentures, bonds or other similar instruments for the payment of
which such Person is responsible or liable; (b) all obligations of such Person issued or assumed as the deferred purchase price for property, all conditional sale
obligations of such Person and all obligations of such Person under any title retention agreement, including all obligations of such Person for the payment of
money relating to leases that are required to be classified as capitalized lease obligations in accordance with GAAP; (c) all obligations of such Person for the
reimbursement of any obligor on any letter of credit, banker’s acceptance or similar credit transaction; and (d) all obligations of the type referred to in clauses
(a) through (c) of other Persons for the payment of which such Person is responsible or liable, directly or indirectly, as obligor, guarantor, surety or otherwise,
including guarantees of such obligations; provided for the avoidance of doubt that Indebtedness of the Seller Business Group, the Company and the Company
Subsidiaries shall include any Indebtedness owed by the Company or any Company Subsidiary to Seller or any of its Affiliates other than the Company or
any Company Subsidiary.
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“Independent Contractor” has the meaning set forth in Section 2.11(a).

“Intellectual Property” means any and all patents and patent applications; trademarks, service marks, trade names, brand names, trade dress, slogans,
logos and Domain Names, and the goodwill associated with any of the foregoing; inventions (whether patentable or not), industrial designs, discoveries,
improvements, ideas, designs, models, formulae, patterns, compilations, data collections, drawings, blueprints, mask works, devices, methods, techniques,
processes, know-how, proprietary information, customer lists, software, technical information and trade secrets; copyrights, copyrightable works, and rights in
databases and data collections; moral and economic rights or authors and inventors; other intellectual or industrial property rights and foreign equivalent or
counterpart rights and forms of protection of a similar or analogous nature to any of the foregoing or having similar effect in any jurisdiction throughout the
world; and registrations and applications for registration of any of the foregoing, including any renewals, extensions, continuations (in whole or in part),
divisionals, re-examinations or reissues or equivalent or counterpart thereof; and all documentation and embodiments of the foregoing.

“Inventory” means all raw materials, work-in-progress, finished goods, supplies, molds, dies, parts, spare parts, replacement and component parts,
labels and packaging and other inventories of the Seller Business Group, the Company and the Company Subsidiaries (including in transit, on consignment or
in the possession of any third party).

“IRS” means the United States Internal Revenue Service.

“IT Systems” means electronic data processing, information, recordkeeping, communications, telecommunications, account management, inventory
management and other computer systems (including all computer programs, software, databases, firmware, hardware and related documentation) and Internet
websites and related content.

“Knowledge” means (i) with respect to Seller, the actual knowledge of any person whose name is set forth under the heading “Knowledge Person” on
Section 10.01(b) of the Disclosure Schedule, in each case after reasonable communication by such person with his or her respective direct reports set forth on
Section 10.01(b) of the Disclosure Schedule and (ii) with respect to Purchaser, the actual knowledge of Don Adam.

“Labor Agreements” mean any and all collective bargaining agreements and other labor agreements between Seller and any certified or lawfully
recognized labor organization representing employees employed by the Seller Business Group, the Company, by any Company Subsidiary, or in connection
with the operation of the Business.

“Latest Balance Sheet” has the meaning set forth in Section 2.05(a).
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“Law” means any statute, law, ordinance, regulation, rule, code or other requirement of a Governmental Authority or any Governmental Order.

“Leased Real Property” means all leasehold or subleasehold estates and other rights to use or occupy any land, buildings, structures, improvements,
fixtures, or other interest in real property held by the Seller Business Group, the Company or any Company Subsidiary.

“Leases” means all leases, subleases, licenses, concessions and other agreements, including all amendments, extensions, renewals, guarantees and other
agreements with respect thereto, pursuant to which the Seller Business Group, the Company or any Company Subsidiary holds any Leased Real Property.

“Liability” means any direct or indirect liability, obligation, guaranty, claim, loss, damage, deficiency, cost or expense, whether relating to payment,
performance or otherwise, known or unknown, absolute or contingent, accrued or unaccrued, disputed or undisputed, liquidated or unliquidated, secured or
unsecured, joint or several, due or to become due, vested or unvested, executory, determined, determinable or otherwise, and whether or not required to be
reflected or reserved against on the financial statements of the obligor under GAAP.

“Lien” means any security interest, pledge, mortgage, lien, charge, hypothecation, option to purchase or lease or otherwise acquire any interest,
conditional sales agreement, adverse claim of ownership or use, title defect, easement, right of way or other encumbrance of any kind, other than any
obligation to accept returns of inventory in the ordinary course of business and other than those arising by reason of restrictions on transfers under federal,
state and foreign securities Laws.

“Londonderry Division” means the operations and assets of Seller located in Londonderry, New Hampshire, except as set forth on Section 10.01(c) of
the Disclosure Schedule.

“Maquila Assets” has the meaning set forth in Section 6.05.

“Matamoros Division” means the operations and assets of Electro Matamoros, and the related operations and assets of Seller located in Texas and H.
Matamoros, Tamaulipas, Mexico, except as set forth on Section 10.01(d) of the Disclosure Schedule.

“Material Adverse Effect” means any change or effect that is materially adverse to the operations, assets or condition (financial or otherwise) of the
Seller Business Group, the Company or the Company Subsidiaries taken as a whole; provided, however, that for the purpose of the representation and
warranty in Section 2.07(b) any such effect resulting or arising from or relating to any of the following matters shall not be considered when determining
whether a Material Adverse Effect has occurred or would be reasonably likely to occur: (i) any conditions that generally affect the industries in which the
Business operates; (ii) any conditions that generally affect the United States economy or the economy in the geographic area in which the Company
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or any Company Subsidiary operate; (iii) political conditions, including acts of war (whether or not declared), armed hostilities and terrorism, or
developments or changes therein; (iv) any conditions resulting from natural disasters; (v) the failure of the financial or operating performance of the Business
to meet internal projections or budgets for any period prior to, on or after the date of this Agreement; provided that the underlying causes of any such failure
may be considered in determining whether a Material Adverse Effect has occurred or would be reasonably likely to occur; (vi) the announcement of this
Agreement or the transactions contemplated hereby; or (vii) changes in any Laws or accounting principles, except, in the case of each of clauses (i), (ii), (iii),
(iv) and (vii), unless such change or effect disproportionately affects the Business compared to other comparable businesses in the industries in which the
Business operates.

“Material Contracts” has the meaning set forth in Section 2.15(a).

“Non-U.S. Sale” has the meaning set forth in the Recitals.

“Organizational Documents” means, as to any Person, its articles or certificate of incorporation or certificate of formation and its bylaws or
regulations or limited liability company agreement or any equivalent documents under the Law of such Person’s jurisdiction of incorporation or organization.

“Outstanding Company Indebtedness” means all Indebtedness of the Company and the Company Subsidiaries outstanding and unpaid immediately
prior to the Closing, after giving effect to the Restructuring and the Non-U.S. Sale, which shall include any and all fees, costs, expense reimbursements,
penalties or make-whole or similar payments in connection therewith in order to fully repay and retire all such Indebtedness at the Closing.

“Owned Real Property” means all land, together with all buildings, structures, improvements, and fixtures located thereon, and all easements and
other interests and rights appurtenant thereto, owned by the Seller Business Group, the Company or a Company Subsidiary.

“Parent Assumed Liabilities” has the meaning set forth in the Assignment, Assumption and Contribution Agreement.

“PBGC” means the Pension Benefit Guaranty Corporation.

“Permits” has the meaning set forth in Section 2.10(b).

“Permitted Liens” means: (i) Liens that relate to Taxes imposed upon any assets of the Company or a Company Subsidiary (as applicable) that are not
yet due and payable or that are being contested in good faith by appropriate proceedings; (ii) Liens imposed by Law that relate to obligations that are not yet
due and have arisen in the ordinary course of business; (iii) pledges or deposits to secure obligations under workers’ compensation laws or similar legislation
or to secure public or statutory obligations; (iv) mechanics’, carriers’, workers’, repairers’ and similar Liens imposed
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upon any Seller arising or incurred in the ordinary course of business; (v) the effect of zoning, entitlement and other land use and Environmental Laws;
(vi) imperfections or irregularities in title, charges, easements, survey exceptions, leases, subleases, license agreements and other occupancy agreements,
reciprocal easement agreements, restrictions and other customary encumbrances on title to or use of real property; (vii) any Laws affecting any Owned Real
Property or Leased Real Property; (viii) any utility company or Governmental Authority rights, easements or franchises for electricity, water, sanitary sewer,
steam, surface water drainage, gas, telephone or other service or the right to use and maintain poles, lines, wires, cables, pipes, boxes and other fixtures and
facilities in, over, under and upon any of the Owned Real Property or Leased Real Property or other general easements granted in the ordinary course of
business to Governmental Authorities; (ix) any encroachments of stoops, areas, cellar steps, trim and cornices, if any, upon any street or highway or other
matters which would be shown by a current, accurate survey or physical inspection of Owned Real Property or Leased Real Property; provided, however, that
in the case of clauses (v) through (ix), none of the foregoing would reasonably be expected to require any monetary payments by the Company or Company
Subsidiaries or to have, individually or in the aggregate, a material effect on the continued use of the property to which they relate in the conduct of the
Business as currently conducted thereon; (x) as to any Leased Real Property, any Lien affecting the interest of the lessor thereof; and (xi) any matters shown
on any title commitment procured by Purchaser or of record.

“Person” means an individual, corporation, partnership, limited liability company, association, trust or other entity or organization, including a
Governmental Authority.

“Plan Participants” has the meaning set forth in Section 8.01(e)(ii).

“Pre-Closing Tax Period” means any taxable period ending on or before the Closing Date and the portion through the end of the Closing Date for any
Straddle Period.

“Public Software” means Software which creates, or purports to create, obligations for the user or grants, or purports to grant, to any third party any
rights or immunities under the user’s intellectual property or proprietary rights in its Software (including open source Software and any other Software that
requires as a condition of use, modification and/or distribution of the Software that other Software incorporated into, derived from or distributed with that
Software be (1) disclosed or distributed in source code form, (2) licensed for the purpose of making derivative works, or (3) redistributable at no charge),
shareware, “copyleft” Software, or similar Software.

“Purchase Price” has the meaning set forth in Section 1.02.

“Purchaser” has the meaning set forth in the Preamble.

“Purchaser Fundamental Representation” means the representations and warranties contained in Section 3.01, Section 3.02, Section 3.03,
Section 3.04 and Section 3.08.
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“Purchaser Indemnified Parties” has the meaning set forth in Section 9.02(a).

“Purchaser Returns” has the meaning set forth in Section 7.02(b).

“Purchaser Savings Plans” has the meaning set forth in Section 8.01(e).

“Purchaser Tax Act” means any action taken by Purchaser or any of its Affiliates (including, after the Closing, the Company or any Company
Subsidiary) following the Closing (including the portion of the Closing Date after the Closing) that results in any gain or income to the Seller Business Group,
the Company, or any Company Subsidiary for a Pre-Closing Tax Period, other than an action (i) taken in the ordinary course of business, (ii) required by
applicable Law, or (iii) required pursuant to this Agreement or any Transaction Agreement.

“Purchaser’s Welfare Plans” has the meaning set forth in Section 8.01(d).

“Registered Company Intellectual Property” has the meaning set forth in Section 2.14(a).

“Representatives” has the meaning set forth in Section 4.01.

“Restructuring” has the meaning set forth in Section 2.24(a).

“Savings Plan Transfer Date” has the meaning set forth in Section 8.01(e)(ii).

“Seller” has the meaning set forth in the Preamble.

“Seller Business Group” means the Londonderry Division and the Matamoros Division.

“Seller Deductions” means the aggregate amount of all fees, costs and expenses incurred in connection with this Agreement and the Transaction
Agreements and the transactions contemplated hereby and thereby that are payable by the Company or any Company Subsidiary as of the Closing Date
(including any such fees, costs and expenses transferred to the Company or any Company Subsidiary pursuant to the Restructuring).

“Seller Fundamental Representations” means the representations and warranties contained in Section 2.01, Section 2.02, Section 2.03, Section 2.04,
Section 2.06, Section 2.15(a)(xi), Section 2.24 and Section 2.25.

“Seller Indemnified Parties” has the meaning set forth in Section 9.03(a).

“Seller Returns” has the meaning set forth in Section 7.02.

“Seller Trade Names and Trademarks” has the meaning set forth in Section 6.02.

“Seller’s Savings Plan” has the meaning set forth in Section 8.01(e).
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“Seller’s Welfare Plans” has the meaning set forth in Section 8.01(d).

“Shares” has the meaning set forth in the Recitals.

“Software” means any and all computer programs, including operating system and applications software, implementations of algorithms, and program
interfaces, whether in source code or object code form (including all of the foregoing that is installed on computer hardware) and all documentation, including
user manuals, relating to the foregoing.

“Straddle Period” has the meaning set forth in Section 7.02.

“Tax” means all taxes, fees, levies or other assessments imposed by a Taxing Authority, including income, profits, gross receipts, excise, real and
personal property, municipal, capital, sales, use, value added, transfer, license, withholding, payroll, unemployment, workers compensation and franchise
taxes, and such term shall include any interest, penalties, or additions to tax attributable to such taxes, fees, levies or other assessments.

“Tax Contest” has the meaning set forth in Section 7.09(a).

“Tax Returns” means any return, report, claim for refund, election or information return required to be filed with any Taxing Authority in connection
with Taxes (including any attached schedules), and any amendment thereto.

“Taxing Authority” means any Governmental Authority responsible for the administration, collection or imposition of any Tax.

“Terminated Sales Agreements” has the meaning set forth in Section 6.03.

“Thai Company Subsidiary” means CTS Electronics Corporation (Thailand), Ltd.

“Thai Excess Amount” has the meaning set forth in Section 1.04(b).

“Thai Initial Purchase Price” has the meaning ascribed to “Closing Date Purchase Price” in the Thai Purchase Agreement.

“Thai Purchase Agreement” means that certain Share Purchase Agreement among the Company, an affiliate of Purchaser and the other parties thereto
relating to the purchase and share of equity interests in the Thai Company Subsidiary.

“Thai Purchaser” has the meaning ascribed to “Purchaser” in the Thai Purchase Agreement.

“Thai Shortfall Amount” has the meaning set forth in Section 1.04(a).

“Third-Party Claim” has the meaning set forth in Section 9.04(a).
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“Top Customers” are the top fifteen customers that have purchased the most products or services from the Business, in terms of dollar amount, during
the twelve month period ended June 30, 2013.

“Top Suppliers” are the top five vendors and/or suppliers that have sold the most products or services to the Business, in terms of dollar amount,
during the twelve month period ended June 30, 2013.

“Transaction Agreements” means, collectively, the Transition Services Agreement, the Assignment, Assumption and Contribution Agreement and the
Thai Purchase Agreement.

“Transaction Tax Deductions” means, without duplication, any item of loss or deduction resulting from or attributable to (A) transaction bonuses,
change in control payments, severance payments, retention payments, or similar payments made by the Seller Business Group, the Company or the Company
Subsidiaries as a result of the transactions contemplated by this Agreement, (B) the fees, expenses, and interest (including amounts treated as interest for U.S.
federal income Tax purposes and any breakage fees or accelerated deferred financing fees) incurred by the Company with respect to the payment of the
Indebtedness, to the extent such Indebtedness is paid as a result of the transactions contemplated by this Agreement, and (C) the amount of any deductions for
U.S. federal income Tax purposes as a result of the exercise or payment for cancellation of employee or other compensatory options.

“Transfer Taxes” means any transfer, excise, sales, use, goods and services, value added, registration, stamp, recording, documentary, conveyancing,
transfer, transaction privilege, land appreciation, land transfer, business, personal property transfer, filing, permit, stock, license and similar Taxes, levies,
customs duties, charges and fees incurred in connection with the Acquisition, including any claw-back, as a result of the Acquisition, of the exemption or
reduction of these Taxes, levies, customs duties and charges granted to Seller, and including any interest, penalties or additions thereto.

“Transition Services Agreement” has the meaning set forth in Section 1.03(b)(iii).

“Treasury Regulations” means the regulations promulgated under the Code by the United States Department of the Treasury.

“Virtual Transfer Documents” means (a) with respect to Electro Matamoros, (i) a “commercial invoice” and (ii) a “virtual export customs
declaration” (a.k.a., “export manifests” or “export pedimento”), in each case of this clause (a) with all legally required attachments, and (b) with respect to
Benchmark Tijuana, (i) a “commercial invoice”; and (ii) a “virtual import customs declaration”, in each case of this clause (b) with all legally required
attachments.
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“Working Capital” means (a) the consolidated current assets of the Business (excluding cash and cash equivalents) minus (b) the consolidated current
liabilities of the Business, in each case determined in accordance with GAAP (applied in a manner consistent with the Financial Statements), except that
current assets shall exclude all Tax assets (including deferred Tax assets) and current liabilities shall exclude all Tax liabilities (including deferred Tax
liabilities and current income Taxes payable).

Section 10.02. Notices. All notices, requests and other communications to any party hereunder shall be in writing (including electronic facsimile
transmission) and shall be given:

if to Purchaser, to:

Benchmark Electronics, Inc.
3000 Technology Drive
Angleton, TX 77515
Attention: Ken Barrow
Fax: (979) 848-5225

with a copy to:

Schulte Roth & Zabel LLP
919 Third Avenue
New York, NY 10022
Attention: Christopher S. Harrison (christopher.harrison@srz.com)
Facsimile No: (212) 593-5955

if to Seller, to:

CTS Corporation
905 West Boulevard North
Elkhart, Indiana 46514
Attention: Chief Financial Officer
Facsimile No.: (574) 293-6146

with a copy to:

Jones Day
901 Lakeside Avenue
Cleveland, Ohio 44114
Attention: James P. Dougherty
Facsimile No.: (216) 579-0212

or such other address or electronic facsimile number as such party may hereafter specify for the purpose by notice to the other parties hereto. All such notices,
requests and other communications shall be deemed received on the date of receipt by the recipient thereof if received prior to 5:00 p.m. in the place of receipt
and such day is a Business Day in the place of receipt. Otherwise, any such notice, request or communication shall be deemed not to have been received until
the next succeeding Business Day in the place of receipt.
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Section 10.03. Amendments and Waivers. Any provision of this Agreement may be amended or waived if, but only if, such amendment or waiver is in
writing and is signed, in the case of an amendment, by each party to this Agreement, or in the case of a waiver, by the party against whom the waiver is to be
effective. No failure or delay by any party in exercising any right, power or privilege hereunder shall operate as a waiver thereof nor shall any single or partial
exercise thereof preclude any other or further exercise thereof or the exercise of any other right, power or privilege.

Section 10.04. Expenses. Except as otherwise provided herein, all costs and expenses incurred in connection with this Agreement shall be paid by the
party incurring such cost or expense. Notwithstanding the foregoing, except as set forth in Section 7.05, Seller shall pay any recording fees and notary fees
attributable to or pertaining to the purchase or sale of the Shares. For the avoidance of doubt, all costs and expenses incurred in connection with this
Agreement by the Company or any Company Subsidiary shall be paid by Seller and shall in no way reduce the cash of, or become obligations or Liabilities
of, the Company or any Company Subsidiary.

Section 10.05. Successors and Assigns. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their
respective successors and assigns; provided, however, that no party may assign, delegate or otherwise transfer any of its rights or obligations under this
Agreement without the consent of each other party hereto.

Section 10.06. Governing Law. This Agreement shall be governed by, and construed and enforced in accordance with, the laws of the State of
Delaware, without regard to the conflicts of law rules thereof.

Section 10.07. Specific Performance; Jurisdiction. The parties agree that irreparable damage would occur in the event that any of the provisions of this
Agreement were not performed in accordance with their specific terms or were otherwise breached. It is accordingly agreed that the parties shall be entitled to
an injunction or injunctions to prevent breaches of this Agreement and to enforce specifically the terms and provisions of this Agreement in the courts of the
State of Delaware, this being in addition to any other remedy to which such party is entitled at law or in equity. In addition, each of the parties hereto
(a) consents to submit itself to the personal jurisdiction of the courts of the State of Delaware (and, with respect to claims in which the exclusive subject
matter jurisdiction of such claims is federal, a United States District Court located in the State of Delaware) in the event any dispute arises out of this
Agreement or any of the transactions contemplated by this Agreement, (b) agrees that it will not attempt to deny or defeat such personal jurisdiction by
motion or other request for leave from such court, (c) agrees that it will not bring any action relating to this Agreement or any of the transactions
contemplated by this Agreement in any other court, and (d) to the fullest extent permitted by Law, consents to service being made through the notice
procedures set forth in Section 10.02.
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Section 10.08. Waiver of Jury Trial.

(a) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT
IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE IT HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR
INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

(b) EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT (i) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER
PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION,
SEEK TO ENFORCE EITHER OF THE FOREGOING WAIVERS, (ii) IT UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF
SUCH WAIVERS, (iii) IT MAKES SUCH WAIVERS VOLUNTARILY, AND (iv) IT HAS BEEN INDUCED TO ENTER INTO THIS
AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS SET FORTH IN THIS SECTION 10.08.

Section 10.09. Counterparts; Effectiveness. This Agreement may be signed in any number of counterparts, each of which shall be an original, with the
same effect as if the signatures thereto and hereto were upon the same instrument. The electronic transmission of any signed original counterpart of this
Agreement shall be deemed to be the delivery of an original counterpart of this Agreement.

Section 10.10. Third Party Beneficiaries. No provision of this Agreement is intended to confer any rights, benefits, remedies or Liabilities hereunder
upon any Person other than the parties hereto, their respective successors and assigns and the Purchaser Indemnified Parties and the Seller Indemnified
Parties.

Section 10.11. Other Definitional and Interpretative Provisions. The words “hereof,” “herein” and “hereunder” and words of like import used in this
Agreement shall refer to this Agreement as a whole and not to any particular provision of this Agreement. Terms defined in the singular in this Agreement
shall also include the plural and vice versa. The captions and headings herein are included for convenience of reference only and shall be ignored in the
construction or interpretation hereof. References to Articles, Sections, Exhibits and Schedules are to Articles, Sections, Exhibits and Schedules of this
Agreement unless otherwise specified. Whenever the words “include,” “includes” or “including” are used in this Agreement, they shall be deemed to be
followed by the words “without limitation,” whether or not they are in fact followed by those words or words of like import. The phrases “the date of this
Agreement,” “the date hereof” and phrases of similar import, unless the context otherwise requires, shall be deemed to refer to the date set forth in the
Preamble to this Agreement. The word “extent” in the phrase “to the extent” shall mean the degree to which a subject or other thing extends, and such phrase
shall not simply mean “if.” The parties hereto have
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participated jointly in the negotiation and drafting of this Agreement. If any ambiguity or question of intent or interpretation arises, this Agreement shall be
construed as if drafted jointly by the parties hereto, and no presumption or burden of proof shall arise favoring or disfavoring any party by virtue of the
authorship of any of the provisions of this Agreement. References to sums of money are to United States Dollars.

Section 10.12. Entire Agreement. This Agreement, together with the Transaction Agreements, constitutes the entire agreement between the parties
hereto with respect to the subject matter hereof and supersedes all prior agreements and understandings, both oral and written, between the parties hereto with
respect to the subject matter hereof.

Section 10.13. Disclosure Schedule. There may be included in the Disclosure Schedule and elsewhere in this Agreement items and information that are
not “material,” and such inclusion shall not be deemed to be an acknowledgment or agreement that any such item or information (or any non-disclosed item
or information of comparable or greater significance) is “material,” or to affect the interpretation of such term for purposes of this Agreement. Disclosures
included in any section of the Disclosure Schedule shall be considered to be made for purposes of other sections of the Disclosure Schedule solely to the
extent that the relevance of such disclosure to such other section of the Disclosure Schedule is readily apparent from the face of such disclosure. Matters
reflected in the Disclosure Schedule are not necessarily limited to matters required by this Agreement to be disclosed in the Disclosure Schedule.

Section 10.14. Severability. Whenever possible, each provision of this Agreement will be interpreted so as to be effective and valid under applicable
Law, but if any provision or portion of any provision of this Agreement is held invalid, illegal or unenforceable in any respect under any applicable Law, then
such invalidity, illegality or unenforceability will not affect the validity, legality or enforceability of any other provision or portion of any provision of this
Agreement, and this Agreement will be re-formed, construed and enforced in such manner as will effect as nearly as lawfully possible the purposes and intent
of such invalid, illegal or unenforceable provision or portion of any provision of this Agreement.

[SIGNATURE PAGE FOLLOWS THIS PAGE]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly executed by their respective authorized officers as of the day and
year first above written.
 

SELLER:

CTS CORPORATION

By:  /s/ Kieran O’Sullivan
 Name: Kieran O’Sullivan
 Title: President & CEO

PURCHASER:

BENCHMARK ELECTRONICS, INC.

By:  /s/ Don Adam
 Name: Don Adam
 Title: CFO

[Signature Page to Stock Purchase Agreement]



EXHIBIT (31)(a)

CTS Corporation
Form 10-Q
Third Quarter 2013

CERTIFICATION

I, Kieran O’Sullivan, certify that:
 

1. I have reviewed this quarterly report on Form 10-Q of CTS Corporation:
 

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

 

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

 

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

 

 
(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared; and

 

 
(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statement for external
purposes in accordance with generally accepted accounting principles; and

 

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

 

 
(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

 

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

 

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

 

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

 
Date: October 29, 2013    /s/ Kieran O’Sullivan

   Kieran O’Sullivan
   President and Chief Executive Officer



EXHIBIT (31)(b)

CTS Corporation
Form 10-Q
Third Quarter 2013

CERTIFICATION

I, Thomas A. Kroll, certify that:
 

1. I have reviewed this quarterly report on Form 10-Q of CTS Corporation:
 

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

 

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

 

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

 

 
(a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared; and

 

 
(b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our

supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statement for external
purposes in accordance with generally accepted accounting principles; and

 

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

 

 
(d) disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

 

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

 

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

 

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

 
Date: October 29, 2013    /s/ Thomas A. Kroll

   Thomas A. Kroll
   Vice President and Chief Financial Officer



EXHIBIT (32)(a)

CTS Corporation
Form 10-Q
Third Quarter 2013

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of CTS Corporation (the Company) on Form 10-Q for the quarter ended September 29, 2013, as filed with the
Securities and Exchange Commission on the date hereof (the Report), the undersigned officer of the Company certifies, pursuant to 18 U.S.C. ss. 1350, as
adopted pursuant to ss. 906 of the Sarbanes-Oxley Act of 2002, that:
 

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

 (2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
Date: October 29, 2013    /s/ Kieran O’Sullivan

   Kieran O’Sullivan
   President and Chief Executive Officer

A signed original of this written statement required by Section 906 has been provided to CTS Corporation and will be retained by CTS Corporation and
furnished to the Securities and Exchange Commission or its staff upon request.



EXHIBIT (32)(b)

CTS Corporation
Form 10-Q
Third Quarter 2013

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of CTS Corporation (the Company) on Form 10-Q for the quarter ended September 29, 2013, as filed with the
Securities and Exchange Commission on the date hereof (the Report), the undersigned officer of the Company certifies, pursuant to 18 U.S.C. ss. 1350, as
adopted pursuant to ss. 906 of the Sarbanes-Oxley Act of 2002, that:
 

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

 (2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
Date: October 29, 2013    /s/ Thomas A. Kroll

   Thomas A. Kroll
   Vice President and Chief Financial Officer

A signed original of this written statement required by Section 906 has been provided to CTS Corporation and will be retained by CTS Corporation and
furnished to the Securities and Exchange Commission or its staff upon request.


