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PART I. FINANCIAL INFORMATION
Item 1: Financial Statements

Pulse Electronics Corporation and Subsidiaries
Consolidated Balance Sheets

In thousands

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net
Inventory
Prepaid expenses and other current assets
Assets of discontinued operations held for sale
Total current assets

Long-term assets:

Property, plant and equipment
Less accumulated depreciation
Net property, plant and equipment
Deferred income taxes

Goodwill

Other intangibles, net

Other assets

Liabilities and Equity
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Liabilities of discontinued operations held for sale
Total current liabilities

Long-term liabilities:
Long-term debt
Convertible senior notes
Deferred income taxes
Other long-term liabilities

Equity:

Pulse Electronics Corporation shareholders’ equity:
Common stock and additional paid-in capital

Retained loss

Accumulated other comprehensive earnings

Total Pulse Electronics Corporation shareholders’ equity

October 1,
2010
(unaudited)

$40,317
66,376
36,637
24,584

167,914

114,590
81,341
33,249
39,850
6,371
6,822
$254,206

$46,459
66,311

112,770

32,150
50,000
9,066

30,261

220,187
(233,841 )
21,838
8,184

December 25,
2009

$ 39,707
70,237
39,677
19,832
79,561
249,014

134,660
94,256
40,404
34,700
15,857
23,308
11,517
$ 374,800

$ 49,614
58,333
19,794
127,741

81,000
50,000
12,288
36,524

222,139
(194,257 )
28,304
56,186
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Non-controlling interest 11,775
Total equity 19,959
$254,206

See accompanying Notes to Unaudited Consolidated Financial Statements.

11,061
67,247
$ 374,800
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Pulse Electronics Corporation and Subsidiaries
Consolidated Statements of Operations

(Unaudited)
In thousands, except per share data

Three Months Ended Nine Months Ended
October 1,  September 25, October 1,  September 25,
2010 2009 2010 2009
Net sales $121,963 $ 101,381 $331,296 $ 293,425
Cost of sales 88,895 74,154 247,768 220,305
Gross profit 33,068 27,227 83,528 73,120
Selling, general and administrative expenses 25,014 23,399 72,401 66,503
Severance, impairment and other associated costs — 2,619 31,094 82,867
Operating profit (loss) 8,054 1,209 (19,967 ) (76,250
Other income (expense):
Interest expense, net (1,127 ) (757 ) (3,748 ) (2,091
Other income (expense), net 3,386 3,190 (4,143 ) 5,083
Total other income (expense) 2,259 2,433 (7,891 ) 2,992
Earnings (loss) from continuing operations before
income taxes 10,313 3,642 (27,858 ) (73,258
Income tax expense 2,177 1,368 2,032 2,856
Net earnings (loss) from continuing operations 8,136 2,274 (29,890 ) (76,114
Net earnings (loss) from discontinued operations 6,188 (13,358 ) (8,980 ) (117,523
Net earnings (loss) 14,324 (11,084 ) (38,870 ) (193,637
Less: Net earnings attributable to non-controlling
interest 117 352 714 451
Net earnings (loss) attributable to Pulse Electronics
Corporation $14,207 $ (11,436 ) $(39,584 ) $ (194,088
Amounts attributable to Pulse Electronics Corporation
common shareholders:
Net earnings (loss) from continuing operations $8,019 $ 1,922 $(30,604 ) $ (76,565
Net earnings (loss) from discontinued operations 6,188 (13,358 ) (8,980 ) (117,523
Net earnings (loss) $14,207 $ (11436 ) $(39,584 ) $ (194,088
Per share data:
Basic earnings (loss) per share:
Net earnings (loss) continuing operations $0.20 $ 0.05 $(0.75 ) $ (1.88
Net earnings (loss) from discontinued operations 0.15 (0.33 ) (0.22 ) (2.88
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Net earnings (loss) $0.35 $ (0.28 ) $(0.97 ) $ (4.76
Diluted earnings (loss) per share:

Net earnings (loss) continuing operations $0.18 $ 0.05 $(0.75 ) $ (1.88
Net earnings (loss) from discontinued operations 0.12 (0.33 ) (0.22 ) (2.88
Net earnings (loss) $0.30 $ (0.28 ) $(0.97 ) $ 4.76

See accompanying Notes to Unaudited Consolidated Financial Statements.
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Pulse Electronics Corporation and Subsidiaries
Consolidated Statements of Cash Flows

(Unaudited)
In thousands

Nine Months Ended

October 1,  September 25,

2010 2009
Cash flows from operating activities - continuing operations:
Net loss $(38,870 ) $ (193,637
Loss from discontinued operations 8,980 117,523
Adjustment to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization 14,047 13,791
Goodwill and intangible asset impairment, net of income taxes 27,963 70,982
Stock incentive plan expense, net of cash payments 993 693
Changes in assets and liabilities, net of the effect of divestitures:
Accounts receivable 3,308 2,659
Inventory 2,621 10,288
Prepaid expenses and other current assets (575 ) 539
Accounts payable and accrued expenses 9,961 (2,358
Severance and other associated costs, net of cash payments (449 ) 3,956
Other, net 128 (499
Net cash provided by operating activities 28,107 23,937
Cash flows from investing activities — continuing operations:
Cash received from dispositions, net 54,628 207,809
Capital expenditures (7,676 ) (786
Purchases of grantor trust investments available for sale — (5,899
Proceeds from sale of property, plant and equipment 1,638 2,110
Foreign currency impact on intercompany lending (3,877 ) (2,980
Net cash provided by investing activities 44,713 200,254
Cash flows from financing activities — continuing operations:
Long-term borrowings 25,000 —
Principal payments on long-term debt (73,850 ) (209,000
Dividends paid (3,100 ) (5,639
Net cash used in financing activities (51,950 ) (214,639
Net effect of exchange rate changes on cash from continuing operations: 366 5,605
Cash flows of discontinued operations:
Net cash (used in) provided by operating activities (8,868 ) 1,053
Net cash used in investing activities (11,017 ) (11,474
Net cash used in financing activities — (7,413

Net effect of exchange rate changes on cash (741 ) 792
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Net decrease in cash and cash equivalents from discontinued operations (20,626 ) (17,042
Net increase (decrease) in cash and cash equivalents 610 (1,885
Cash and cash equivalents at beginning of period 39,707 41,401
Cash and cash equivalents at end of period $40,317 $ 39,516

See accompanying Notes to Unaudited Consolidated Financial Statements.
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Pulse Electronics Corporation and Subsidiaries
Consolidated Statement of Changes in Equity

Nine Months Ended October 1, 2010

(Unaudited)
In thousands, except per share data

Accumulated
Common stock and other Non-
paid-in capital Retained comprehensiveontrolling Total Comprehensive
Shares Amount loss income interest equity loss
Balance at
December 25,
2009 41,242 $ 222,139 $ (194257 ) $ 28,304 $ 11,061 $ 67,247
Stock options,
awards and
related
compensation 253 1,154 — — — 1,154
Adjustments to
defined benefits
plans — — — (1,364 ) — (1,364 )
Dividends
declared ($0.025
per share) — (3,106 ) — — — (3,106 )
Net (loss)
earnings — — (39,584 ) — 714 (38,870 ) $ (38,870 )

Currency

translation

adjustments — — — 4,937 ) — 4,937 ) 4,937 )
Unrealized

holding losses

on securities — — — (165 ) — (165 ) (165 )

Comprehensive
loss — $ 43972 )

Balance at
October 1, 2010 41,495 $ 220,187 $ (233,841 ) $ 21,838 $ 11,775 $ 19,959

See accompanying Notes to Unaudited Consolidated Financial Statements.
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Pulse Electronics Corporation and Subsidiaries
Notes to Unaudited Consolidated Financial Statements

€] Accounting policies

On November 8, 2010, the Company announced an organization-wide renaming and repositioning of the
business. Previously, the Company was incorporated as Technitrol, Inc. The Company is now incorporated under the

name Pulse Electronics Corporation and will be generally known as Pulse in its markets. We sometimes refer to Pulse
Electronics Corporation as “Pulse Electronics”, “Pulse”, “we” or “our.” Our ticker symbol on the New York Stock Exchang
(“NYSE”) will change from “TNL” to “PULS” effective November 15, 2010. Our new name signifies a change in our

company to a pure-play electronic components provider and unites our corporate and operational identities.

We are a global producer of precision-engineered electronic components and modules. Based on our estimates of the
total annual revenues in our primary markets and our share of those markets relative to our competitors, we believe we
are a leading global producer of electronic components and modules in the primary markets we serve. Our electronic
components and modules are used to manage, transmit and regulate electronic signals and power in virtually all types
of electronic products, making them critical to the functioning of our customer’s end product.

Our Consolidated Financial Statements include the accounts of Pulse Electronics and all of our subsidiaries. All
material intercompany accounts, transactions and profits are eliminated in consolidation. For a complete description
of our accounting policies refer to Note 1, Summary of significant accounting policies, of the Notes to Consolidated
Financial Statements included in Pulse Electronic’s (formerly Technitrol, Inc.’s) Form 10-K filed for the year ended
December 25, 2009.

We also have discontinued operations that include our former electrical contact products business (“Electrical”),
medtech components business (“Medtech”) and microelectromechanical systems (“MEMS”) microphone business. The
results from these discontinued operations are presented in a single line on our Consolidated Statements of Operations

for all periods presented and there are no material remaining assets or liabilities related to our discontinued operations

on our Consolidated Balance Sheets.

The results for the nine months ended October 1, 2010 and September 25, 2009 have been prepared by our
management without audit. In the opinion of management, the consolidated financial statements fairly present in all
material respects, the financial position, results of operations and cash flows for the periods presented. To the best of
our knowledge and belief, all adjustments have been made to properly reflect income and expenses attributable to the
periods presented. Except for severance, impairment and other associated costs, all such adjustments are of a normal
recurring nature. Our operating results for the nine months ended October 1, 2010 are not necessarily indicative of
annual results.

Recently adopted accounting pronouncements

In January 2010, the Financial Accounting Standards Board (“FASB”) issued an Accounting Standards Update (“ASU”)
which requires additional disclosures related to transfers between levels in the hierarchy of fair value
measurement. This ASU was effective for periods beginning after December 15, 2009. Adoption of these provisions

did not have a material impact on our financial statements.

In January, 2010, FASB issued an ASU to clarify the change in ownership guidance and to expand the required

disclosures for the deconsolidation of a subsidiary. This ASU was effective for periods beginning after December 15,
2009. Adoption of these provisions did not have a material impact on our financial statements.

11
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Pulse Electronics Corporation and Subsidiaries
Notes to Unaudited Consolidated Financial Statements, continued

€)) Accounting policies, continued

In May 2009, FASB issued an Accounting Standards Codification (“ASC”) which establishes general standards of
accounting for, and disclosures of, events that occur after the balance sheet date but before financial statements are
issued or are available to be issued. This ASC was effective for periods ending after June 15, 2009. In December
2009, FASB amended this ASC to not require disclosure of the dates at which subsequent events were evaluated
unless the filing is for restated financial statements. In February 2010, FASB further amended this ASC to not require
disclosure of the dates at which subsequent events were evaluated for all SEC filers, including financial
restatements. We have adopted the provisions of this standard and its amendments. Refer to Note 14, Subsequent
event, for required disclosures.

New accounting pronouncements

In October 2009, FASB issued an ASU to address the accounting for multiple-deliverable sales arrangements. The

update provides guidance to enable vendors to account for products or services (deliverables) separately, rather than as

a combined unit. This ASU also expands the required disclosures related to a vendor’s multiple-deliverable revenue
arrangements. This guidance is effective prospectively for revenue arrangements entered into or materially modified

in fiscal years beginning on or after June 15, 2010. We are currently evaluating the effect that this ASU may have on

our Consolidated Financial Statements.

Reclassifications

Certain amounts in the prior-year financial statements have been reclassified to conform with the current-year
presentation, including a $5.1 million reduction in both the assets and liabilities of discontinued operations
held-for-sale. The reduction relates to a correction relating to the deferred income tax assets and current tax payable
in our discontinued operations. We believe the correction is inconsequential to any previously reported interim or
annual Consolidated Financial Statements.

2) Divestitures

Electrical: On September 3, 2010, we completed the divestiture of our former Electrical business in Europe and Asia
to Tinicum Capital Partners II, L.P., (“Tinicum”). Our net cash proceeds were approximately $52.2 million in cash,
subject to normal working capital adjustments and other financial adjustments. On January 4, 2010, we divested
Electrical’s North American operations for an amount immaterial to our Consolidated Financial Statements. Electrical
produced a full array of precious metal electrical contact products that range from materials used in the fabrication of
electrical contacts to completed contact subassemblies. Net proceeds from each transaction, after funding related
retirement plan obligations and transaction costs, were primarily used to repay our outstanding debt. We have
reflected the results of Electrical as a discontinued operation on the Consolidated Statements of Operations for all
periods presented.

Electrical’s net sales and earnings (loss) before income taxes included in discontinued operations for the three and nine
months ended October 1, 2010 and September 25, 2009, respectively, were as follows (in thousands):

Three Months Ended Nine Months Ended
October 1,  September 25, October 1,  September 25,
2010 2009 2010 2009

13
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Net sales $53,974 $ 63,474 $203,014
Earnings (loss) before income taxes 8,237 (5,897 ) (7,677
8

)

$ 177,898
(66,520

)

14
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Pulse Electronics Corporation and Subsidiaries
Notes to Unaudited Consolidated Financial Statements, continued

2) Divestitures, continued

Electrical’s earnings (loss) before income taxes includes gains (losses) to adjust our net investment in Electrical to the
net proceeds received and, also, interest expense allocated pro-rata based upon the debt retired from the Electrical

disposition. Such net gains (losses) included in Electrical’s results for the three and nine months ended October 1,
2010 were approximately $6.7 million and ($14.5) million, respectively. Similar charges were ($4.7) million and

($59.3) million for the three and nine months ended September 25, 2009, respectively, which also included an

estimated charge for the settlement of certain retirement plan benefits under one of our defined benefit plans that was

triggered by the sale of Electrical.

Open customer orders were transferred in the dispositions of Electrical’s European, Asian and North American
businesses. We have had no material continuing involvement with Electrical.

Medtech: On June 25, 2009, we completed the disposition of our Medtech components business to Altor Fund II1
(“Altor”). Medtech was headquartered in Roskilde, Denmark with manufacturing facilities in Denmark, Poland and
Vietnam that produced components for the hearing aid and medical device markets. Our net cash proceeds were
approximately $199.2 million in cash, which reflects the initial proceeds received in June 2009 and the final working
capital and other financial adjustments settled in January 2010. The net proceeds were primarily used to repay
outstanding debt. We have reflected the results of Medtech as a discontinued operation on the Consolidated Statement
of Operations for all periods presented.

Medtech’s net sales and earnings (loss) before income taxes included in discontinued operations for the three and nine
months ended October 1, 2010 and September 25, 2009, respectively, were as follows (in thousands):

Three Months Ended Nine Months Ended
October 1,  September 25, October 1,  September 25,
2010 2009 2010 2009
Net sales $— $ — $— $ 49,704
Earnings (loss) before income taxes 924 (9,751 ) 493 44,975 )

Medtech’s loss before income taxes for the three and nine months ended September 25, 2009 includes charges recorded
to write down our net investment in Medtech to the net proceeds received and interest expense allocated pro-rata
based upon the debt retired from the proceeds of the Medtech disposition. In addition, included in the loss before
income taxes for the nine months ended September 25, 2009 was a charge for the settlement of certain retirement plan
benefits under one of our defined benefit plans that was triggered by the Medtech sale. These charges were
approximately ($9.8) million and ($49.6) million for the three and nine months ended September 25, 2009. We have
incurred no such charges during the three and nine months ended October 1, 2010. However, a $0.9 million gain was
recorded on the Medtech divestiture in the third quarter of 2010 as a result of settling an unresolved matter that existed
at the date of sale.

Open customer orders were transferred to Altor upon disposition. We have had no material continuing involvement
with Medtech.

MEMS: During 2009, we divested our microelectromechanical systems microphone business located in Denmark and
Vietnam. In the second quarter of 2009, we received an amount immaterial to our Consolidated Financial Statements

for the net assets of MEMS. We have reflected the results of MEMS as a discontinued operation on the Consolidated

15
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Statements of Operations for all periods presented.
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Pulse Electronics Corporation and Subsidiaries
Notes to Unaudited Consolidated Financial Statements, continued

2) Divestitures, continued

MEMS net sales and earnings (loss) before income taxes for the three and nine months ended October 1, 2010 and
September 25, 2009, respectively, were as follows (in thousands):

Three Months Ended Nine Months Ended
October 1,  September 25, October 1,  September 25,
2010 2009 2010 2009
Net sales $67 $ 626 $107 $ 1,438
Earnings (loss) before income taxes 61 413 (222 ) (6,216 )

For the three and nine months ended October 1, 2010, we were contractually obligated to fulfill an immaterial amount
of MEMS’ customer orders and, also, we incurred administrative expenses associated with the closure of the business.

3) Financial statement details

The following are details of certain financial statement captions at October 1, 2010 and December 25, 2009 (in
thousands):

October 1, December 25,
Inventory: 2010 2009
Finished goods $ 15,381 $ 17,772
Work in process 6,354 6,101
Raw materials and supplies 14,902 15,804

$ 36,637 $ 39,677
Accrued expenses and other current liabilities:

Income taxes payable $ 14,922 $ 12,056
Accrued compensation 16,463 12,595
Other accrued expenses 34,926 33,682

$ 66,311 $ 58,333
€)) Goodwill and other intangible assets

We assess long-lived assets, including identifiable intangible assets subject to amortization and property, plant and
equipment, for possible impairment whenever events or changes in circumstances indicate the carrying value of the
assets may not be recoverable. Factors we consider important that could trigger an impairment review include
significant adverse changes in the use of any asset, declines in historical or projected operating performance,
reductions in our stock price and other significant negative economic trends.

We perform an annual review of goodwill in our fourth fiscal quarter of each year, or more frequently if indicators of
a potential impairment exist, to determine if the carrying amount of our recorded goodwill is impaired. The
impairment review process compares the fair value of each reporting unit where goodwill resides with its carrying
value. If the net book value of the reporting unit exceeds its fair value, we perform the second step of the impairment
test that requires allocation of the reporting unit’s fair value to all of its assets and liabilities in a manner similar to a
purchase price allocation, with any residual fair value being allocated to goodwill. An impairment charge is
recognized only when the implied fair value of a reporting unit’s goodwill is less than its carrying amount. We have

17
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identified three reporting units for goodwill impairment testing purposes, which are our legacy Electronics unit,
including our power and network groups but excluding a component of our connector product line known as FRE, our
wireless group and FRE.

10
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Pulse Electronics Corporation and Subsidiaries
Notes to Unaudited Consolidated Financial Statements, continued

€)) Goodwill and other intangible assets, continued

Our impairment review incorporates both an income and comparable-companies market approach to estimate potential
impairment. We believe the use of multiple valuation techniques results in a more accurate indicator of the fair value
of each reporting unit, rather than the use of only an income approach.

The income approach is based on estimating future cash flows using various growth assumptions and discounting
based on a present value factor. We develop the future net cash flows during our annual budget process, which is
completed in our fourth fiscal quarter of each year. However, estimates of future cash flows are updated in
conjunction with any goodwill recoverability analysis that is performed, independent of our annual review. The
growth rates we use are an estimate of the future growth in the industries in which we participate and are adjusted, if
necessary, for issues specific to our business and our position in the industry. Our discount rate assumption is based
on an estimated cost of capital, which we determine annually based on our estimated costs of debt and equity relative
to our capital structure. The comparable-companies market approach considers the trading multiples of our peer
companies to compute our estimated fair value. The majority of the comparable-companies utilized in our evaluation
are included in the Dow Jones U.S. Electrical Components and Equipment Industry Group Index.

As a result of an unexpected decline in the actual and forecasted sales and operating profit of our wireless reporting

unit, we performed step one of the goodwill impairment test in the first quarter of 2010. This unexpected business

decline became known to us at the end of the first quarter of 2010. Our wireless reporting unit did not pass the first

step of the impairment test. The second step of the goodwill impairment test resulted in a $14.6 million impairment to

wireless’ goodwill. The assumptions used in the impairment test performed at March 26, 2010 were consistent with
those used in our 2009 annual impairment review, except for the impact of a new outlook from a major customer of

our wireless group and the overall decline in our wireless group’s forecasted operating results.

Changes in the carrying amount of goodwill for the nine months ended October 1, 2010 were as follows (in
thousands):

Balance at December 25, 2009:

Goodwill $ 86,839
Accumulated impairment losses (70,982)
Goodwill, net $ 15,857

Changes in the carrying amount

of goodwill:

Goodwill impairment $ (14,620)
Currency translation adjustment (1,237 )
Net changes in the carrying

amount of goodwill $ (15,857)
Balance at October 1, 2010:

Goodwill $ 85,602
Accumulated impairment losses (85,602)
Goodwill, net $ —

19
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Pulse Electronics Corporation and Subsidiaries
Notes to Unaudited Consolidated Financial Statements, continued

€)) Goodwill and other intangible assets, continued

Other intangible assets as of October 1, 2010 were as follows (in thousands):

October 1, December 25,
2010 2009
Intangible assets subject to amortization (definite lives):
Customer relationships $ 3,300 $ 25,903
Technology 2,000 7,420
Other 960 946
Total $ 6,260 $ 34,269
Accumulated amortization:
Customer relationships $ (1,781 ) $ (11,150 )
Technology (907 ) 2471 )
Other (111 ) (250 )
Total $ 2,799 ) $ (13,871 )
Net intangible assets subject to amortization $ 3,461 $ 20,398
Intangible assets not subject to amortization (indefinite lives):
Tradename $ 2910 $ 2,910
Other intangibles, net $ 6371 $ 23,308

As a result of a significant decline in our wireless group’s actual and forecasted sales and operating profit during the
first quarter of 2010, we performed a recoverability test on a customer relationship intangible asset which resulted in
an $11.5 million impairment charge to our finite-lived intangible assets. Also, in the second quarter of 2010, we
determined that we would begin to consider alternatives to withdraw from the audio market to further simplify our
operations. As a result, we performed a recoverability test on the intangible assets related to our audio products, which
resulted in a $3.6 million impairment charge.

Our amortization expense was approximately $1.9 million and $2.5 million for the nine months ended October 1,
2010 and September 25, 2009, respectively. The decrease in amortization expense is primarily the result of lower
amortizing intangibles due to the impairment charges recorded in the first and second quarters of 2010. The weighted
average life of our finite intangible assets is approximately 1.8 years as of October 1, 2010. Estimated annual
amortization expense for each of the next five years is as follows (in thousands):

Year Ending
2011 $ 1,360
2012 $ 539
2013 $ 539
2014 $ 68
2015 $ 68
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Pulse Electronics Corporation and Subsidiaries
Notes to Unaudited Consolidated Financial Statements, continued

5 Income taxes

At October 1, 2010, we had approximately $19.5 million of unrecognized tax benefits, $15.5 million of which are
classified as other long-term liabilities and are not expected to be realized within the next twelve months. All of these
tax benefits would affect our effective tax rate, if recognized.

Our practice is to recognize interest and penalties, if any, related to income tax matters as income tax expense. As of
October 1, 2010, we have $1.1 million accrued for interest and/or penalties related to uncertain income tax positions.

We are subject to U.S. federal income tax as well as income tax in multiple state and non-U.S. jurisdictions. Federal
and state income tax returns for all years after 2006 are subject to future examination by the respective tax
authorities. With respect to material non-U.S. jurisdictions where we operate, we have open tax years ranging from 2
to 10 years.

Our effective tax rate for the nine months ended October 1, 2010 was (7.3%), which is lower than our estimated
effective tax rate for the full year. The lower effective tax rate for this period reflects the impact of the goodwill and
intangible asset impairments recorded in the first half of 2010 and the effect of losses and non-deductible expenses
incurred in certain jurisdictions where we expect limited tax benefits. Excluding severance, impairment and other
associated costs, the effective tax rate would have been 10.3% for the nine months ended October 1, 2010.

The effective tax rate for the nine months ended September 25, 2009 was (3.9%), which was impacted primarily by
the $71.0 million goodwill impairment charge recorded in 2009. The goodwill impairment was non-deductible for
income tax purposes. Excluding severance, impairment and other associated costs, the effective tax rate would have
been 13.7% for the nine months ended September 25, 2009.

(6) Defined benefit plans

Our net periodic benefit expense was less than $0.1 million and was $0.1 million for the three and nine months ended
October 1, 2010, respectively, and was approximately $0.1 million and $0.4 million for the three and nine months
ended September 25, 2009, respectively. Our net periodic expense is expected to be approximately $0.2 million for the
2010 fiscal year. In the nine months ended October 1, 2010, we contributed less than $0.1 million to our principal
defined benefit plans. The disposition of Electrical’s businesses in Europe and Asia, during the third quarter of 2010,
accelerated certain retirement plan benefits under one of our defined benefit plans, which will result in the settlement
of an obligation that will require additional cash funding of approximately $6.1 million in the fourth quarter of 2010.
Including these accelerated benefit payments, we expect to contribute approximately $6.2 million in the 2010 fiscal
year, which will be funded by the proceeds from the sale of Electrical. During the year ended December 25, 2009, we
contributed approximately $6.3 million to our principal defined benefit plans, including certain accelerated benefits
caused by our divestitures. In addition, one of our domestic defined benefit plans is currently under audit by the
Pension Benefit Guarantee Corporation (“PBGC”). Initial communications from the PBGC have indicated that the sale
of the North American operations of Electrical may have resulted in a partial plan termination, which may require us
to accelerate the funding of up to approximately $7.3 million to one of our defined benefit plans. However, a partial
plan termination would only result in a cash payment to fund our plan assets and will not directly result in any
additional expenses. As of the date these financial statements were issued, we were in preliminary discussions with the
PBGC on this matter.
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Pulse Electronics Corporation and Subsidiaries
Notes to Unaudited Consolidated Financial Statements, continued

@) Commitments and contingencies

We are a party to various legal proceedings, claims and assessments that arise in the ordinary course of business, and
we may continue to incur significant costs in defending or settling legal matters. The total amount and timing of the
expected future payments related to these matters cannot be estimated due to the uncertainty of the duration of the
legal proceedings and the ultimate scope of other claims.

We are a defendant in a lawsuit filed in July 2007 by Halo Electronics, Inc. in the United States District Court, District
of Nevada. The plaintiff claims that we infringed certain US patents related to an electronic surface mount package
and is seeking injunctive relief and unspecified damages.

At this time, we cannot reasonably predict the ultimate outcome of our costs related to these legal matters. However,
an unfavorable outcome in the above-referenced lawsuit or in multiple legal matters during the same reporting period
could have a material adverse effect on our consolidated financial position, results from operations and cash flows.

®) Debt

On December 22, 2009, we issued $50.0 million in convertible senior notes, which will mature on December 15,
2014. The notes bear a coupon rate of 7.0% per annum that is payable semi-annually in arrears on June 15 and
December 15 of each year, beginning with our first payment of approximately $1.7 million in the second quarter of
2010. We expect to pay a total of $3.5 million of interest on these notes in 2010. We incurred debt issuance costs of
approximately $2.6 million in 2009, which have been deferred and are being amortized over the life of the notes.

These convertible notes rank junior to any secured indebtedness to the extent of the assets that secure such
indebtedness, and are structurally subordinated in right of payment to all indebtedness and commitments of our
subsidiaries.

Holders of our convertible notes may convert their shares to common stock at their option any day prior to the close of
business on December 14, 2014. Upon conversion, for each $1,000 in principal amount outstanding, we will deliver a
number of shares of our common stock equal to the conversion rate. The initial conversion rate for the notes is
approximately 156.64 shares of common stock per $1,000 in principal amount of notes. The initial conversion price is
approximately $6.38 per share of common stock. The conversion rate is subject to change upon the occurrence of
specified normal and customary events as defined by the indenture, such as stock splits or stock dividends, but will not
be adjusted for accrued interest.

Subject to certain fundamental change exceptions specified in the indenture, which generally pertain to circumstances
in which the majority of our common stock is obtained, exchanged or no longer available for trading, holders may
require us to repurchase all or part of their notes for cash at a price equal to 100% of the principal amount of the notes
being repurchased plus any accrued and unpaid interest up to, but excluding, the relevant repurchase date. However,
we are not permitted to redeem the notes prior to maturity.

On December 2, 2009, we finalized an amendment to our credit agreement that permitted us to issue our senior
convertible notes and restated certain other provisions of our previous credit agreement. The amended and restated
credit agreement provides for a $100.0 million senior revolving credit facility and provides for borrowing in U.S.
dollars, euros and yen, with a multicurrency facility providing for the issuance of letters of credit in an aggregate
amount not to exceed the U.S. dollar equivalent of $10.0 million.
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Pulse Electronics Corporation and Subsidiaries
Notes to Unaudited Consolidated Financial Statements, continued

(8) Debt, continued

The credit agreement does not permit us to increase the total commitment without the consent of our lenders.
Therefore, the total amount outstanding under the revolving credit facility may not exceed $100.0 million. The
amount outstanding under our credit facility as of October 1, 2010 was $32.2 million.

Outstanding borrowings are subject to leverage and fixed charges covenants, which are computed as of the most
recent quarter-end. Each covenant requires the calculation of a rolling four quarter EBITDA according to the
definition prescribed by our credit agreement.

The leverage covenant requires our total debt outstanding, excluding the senior convertible notes, to not exceed 2.75
times EBITDA.

The fixed charges covenant requires that our EBITDA be equal to or greater than 1.5 times our total fixed charges, as
defined by the credit agreement.

The fee on the unborrowed portion of the commitment ranges from 0.225% to 0.350% of the total commitment,
depending on the following debt-to-EBITDA ratios:

Total Commitment
debt-to-EBITDA fee

ratio percentage
Less than 0.75 0225 %
Less than 1.50 0250 %
Less than 2.25 0.300 %
Less than 2.75 0350 %

The interest rate for each currency’s borrowing is a combination of the variable base rate for that currency plus a credit
margin spread. The credit