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;F : ’ Annual Report 2010
About IntriCon

' BODY-WORN DEVICES MADE SMALLER, BETTER CONNECTED AND MORE MOBILE.‘
IntriCon designs, develops and manufactures miniature and micro-miniature body-worn
devices. These 'ad\>anced medical and electronics products help meet the rising demand

for smaller, better connected and more mobile devices.

Our expertise is focused on three main markets: medical, hearing health and professmnal
audio communications. Within these chosen markets, we combine ultra-miniature
mechanical and electronics capabilities with our proprietary technology—including
ultra-low-power (ULP) wireless and digital signal processing (DSP) capabilities and
miniature transducers—to enhance the mobility and effectiveness of miniature body-worn

devices and ultimately, improving quality of life.

IntriCon is headguartered in Arden Hills, Minn., a suburb of Minneai‘polis/St.-PauI. We employ
more than 500 people at facilities in the United States, Europe and Asia. IntriCon common
stock is traded on the NASDAQ Global Market under the symbol “lIN.”
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Innovation drives us. TECHNOLOGY DEFINES US.

At IntriCon, our core technologies are our future. They help us make advanced body-worn devices

that are smaller, better connected and more mobile. Created through countless hours of focused

research and development, these proprietary technologies span all of our mérkets and serve as the

foundation for advanced new devices that allow people to hear better, communicate with ease and

receive exceptional medical care.

BODYNET Physi"oL"ink" nanosLink
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Ultra-Low-Power Digital Signal Processing

Digital signal processing, or DSP, converts real-world analog signals into digital format. Through its
nanoDSP® technology, IntriCon offers an extensive range of ultra-low-power (ULP) DSP amplifiers
for hearing, medical and professional audio applications. Our proprietary nanoDSP incorporates
advanced ultra-miniature hardware with sophisticated processing algorithms to produce devices
that are smaller and more effective.

Ultra-Low-Power Wireless Connectivity

Wireless connectivity is fast becoming a required technology—and wireless capabilities are
especially critical in new body-worn devices. IntriCon’s BodyNet® ULP technology, including the
nanoLijnk® and PhysioLink® wireless systems, offers solutions for measuring and transmitting the
body’s activities to caregivers, as well as wireless audio links for professional communications and
surveillance products. BodyNet applications include ECG diagnostics and monitoring, diabetes
monitoring, sleep apnea studies and audio streaming for hearing aids. ‘

Miniaturization .

At IntriCon, we are experts in miniaturization—in our world, smaller is better. Our core miniaturization
technology allows us to make devices for our markets that are one cubic inch and smaller. We also
are spec_ialists in devices that run on very low power—as evidenced by our ULP- wireless and DSP.
Less power means a smaller battery—and this enables us to reduce size even further and develop
devices that fit into the palm of a hand. ‘

Miniature Transducers

- Our miniature microphone, receiver and micro coil technology has been pushing the limits of size

and performance for more than a decade. This technology, which has been incorporated into various
product platforms, enhances the reliability, sensitivity, supply voltage and output level in body-worn
devices. These enhancements allow us to make devices that are extremely portable and perform well
in noisy or hazardous environments, and are well-suited for applications in the medical, aviation, fire,
law enforcement, safety and military markets. Our technology also is used for technical surveillance
by law enforcement and security agencies, and by performers and proddction staff in the music and
stage performance markets.

AV aVa Ve ' 2 F AN o L w
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Financial Highlights

(dollars in thousands, except per-share data)
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TO OUR SHAREHOLDERS

Annual Report 2010

Letter to Shareholders

= T
Y T

o
ik

In 2010, we began to emerge from one of the most trying
economic periods in recent history. Despite challenges,
we continued to grow revenue—all three of our chosen

‘markets posted year-over-year gains—and we were

profitable for the year. Equally important, we enhanced
our position for long-term growth through increased
investments in research and development.

Across the board, we are focusing our resources
and capital on our strengths: making body-worn
devices smaller, better connected and more mobile.
We’re doing so by leveraging our proprietary core
technologies and accelerating the development of
new core technologies. We believe our continued
prudent investments in these initiatives will fuel
long-term growth.

We also made significant progress during the year
in: developing our core technologies across multiple
product platforms; launching new devices; and
continuing to run an efficient organization.

Our strategy centers both on the concept of
enhancing the mobility and effectiveness of -
existing devices, and creating entirely new
technology-driven products.

As a company, we are channeling our expertise
into three main markets: medical, hearing health
and professional audio communications.
However, our core technologies that drive our
products offer potential benefits to many other
industries—and it’s our ultimate goal to reach a .
broader marketplace.

IntriCon 2010 Annual Report | 05




ULP DSP, ULP Wireless,
Miniaturization
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Centauri is IntriCon’s

new cardi’aé diégnostic

' monitoring/(CD:M) device.
:A next-generation wireless
outpatient/ r/ho‘nitoyr,
,Centauri uses a proven
:,yrﬁat\.’z:tomatic arrhythmié,;"i
f\i‘r‘\défeé’tibn algorithm. It
 allows for more patient
comfort and the ability
to identify:ésy/mptomatic
cardiac eyjehfs including
atrial ﬁbrillfa:ti/Qn,
bradya’rrhytﬁmia, tachy
arrhyth'mi/a ’aﬂnd cardiac
pause. Cent{a:u/ri also
creates a plaiform for

_ IntriCon to expand into

Other physiological .
,ﬂ\ﬁ,o\,h’itoring markets as
WeH as the emerging ,
biotelemetry space.
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2010 was a strong year for IntriCon. We reported net sales of $58.7 million
and net income of $361,000, or $0.07 per diluted share. This was up from
2009 net sales of $51.7 million and a net loss of $3.9 million, or $0.73 per
diluted share. 2009 results included a loss from discontinued operations of
$2.1 million, or $0.39 diluted share, and Datrix-related acquisition costs and
bank financing charges of $561,000, or $0.10 per diluted share.

Our medical business represented 42 percent of total revenue in 2010, with
hearing health and professional audio communications contributing 36 percent
and 22 percent, respectively. This was relatively consistent with 2009 levels.

Gross profits for 2010 were 25.6 percent, up from 21.4 percent in 20089.

These gains stemmed from higher sales volumes, increased proprietary
technology in products—which generates higher margins—and the impact of
profit enhancement programs, including production transfers to lower-cost
manufacturing facilities and the ongoing rollout of lean manufacturing programs.

As a percent of 2010 sales, research and development (R&D) was 7.6 percent,
up from 6.5 percent in 2009. R&D is the best investment that we can make

in our future—and provides the needed foundation for a robust new-product
pipeline. In addition, we had a significant amount of customer-funded R&D
and technology licensed from Advanced Medical Electronics (AME) as a result
of customer-funded grants, which greatly increased our IP portfolio.

Medical

Medical was IntriCon’s largest business in 2010. While growing a modest seven
percent over the prior year, we continue to maintain strong relationships with our
medical OEM customers. Moreover, we anticipate that this business will return to
more historic growth rates in 2011 as temporary pauses in ordering abate.

In the medical arena, we continue to advance our new Centauri™ cardiac
diagnostic monitoring (CDM) device. Centauri is a next-generation wireless
outpatient monitoring device that uses a proven automatic arrhythmia
detection algorithm. We anticipate securing FDA approval for Centauri in
the second half of 2011.

We also premiered our PhysiolLink™ wireless technology, which will be
incorporated into products in the medical, hearing health and professional
audio communication markets. This proprietary technology allows for
wireless data links, which consume significantly less power than Bluetooth
radios, resulting in more compact devices. The first product platform to
incorporate the PhysioLink will be Sirona®, our second generation wireless
CDM device.

In biotelemetry, we remain active with our strategic partner AME. AME
specializes in the design of wireless systems, embedded systems and
biomedical sensing applications. Their work is concentrated on grant-funded

06 | IntriCon 2010 Annual Report



research for biomedical applications. Currently we are jointly working on
14 grant-funded projects related to wireless medical technology and wireless
hearing aids. IntriCon holds licenses to this technology for the markets we serve.

Hearing health posted a 14 percent year-over-year gain in 2010. Driving
the increase was the continued overall rebound in the hearing aid market,
combined with pent-up demand. We believe that our recent new product
introductions will lead to significant future growth.

During the year, we unveiled our hybrid Overtus™ DSP amplifier. Overtus is
designed to: optimize open in-the-canal (ITC) fittings; utilize an advanced
adaptive feedback canceller, Reliant CLEAR™; and incorporate AcousTAP™
an acoustic switch that eliminates the need for a bulky mechanical switch,
allowing for further miniaturization. This amplifier uses two patent-pending
technologies that allow our OEM customers to produce their own open
in-the-ear devices.

As the amplifier component of hearing aids, Overtus brings significant
technology advantages over existing devices. We’ve taken that technology
and developed our own complete hearing device, the all-new, patent-pending
APT™ Qpen ITC.

IntriCon is committed to developing hearing aids that bring proprietary
enhancements to the marketplace. Research has shown that there are
considerable negative social, psychological, cognitive and health effects
associated with untreated hearing loss. Overtus and APT offer an effective
means to address this condition.

Professional audio communications grew 28 percent in 2010—the largest
increase of our three markets. The substantial gain was from higher sales
of headset devices to existing customers and communication devices to
government agencies.

During the year, we continued to make progress developing our situational
listening device (SL.D) product line. Using our Physiolink core technology,

SLDs help people hear in noisy environments, allowing them to listen to
television, music and direct broadcast by wireless connection. SLDs supplement
conventional hearing aids that don’t handle noisy situations well. We anticipate
market trials of the SLD platform to start in the second half of 2011

The same proprietary technology that we use in hearing health, including
ULP wireless and DSP, holds tremendous potential for professional audio
communications. In 2011, we intend to increase our core technology content
in targeted product lines to further enhance performance and reduce the
size of ear- and head-worn devices.

IntriCon 2010 Annual Report | 07
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The all-new patent-pending
APT Open in the canal (ITC)
hearing aid is powered by
IntriCon’s Overtus™ DSP
amplifier and features the
Reliant CLEAR™ adaptive
feedback canceller and the
AcoUsTAP ™ acoustic oush
button. APT’s design is so
small it does not occlude a
patient’s ear canal and the
replaceable wax guard
system enhances APT’s
robust mechanical design.
These unigue features
create stable and effective
amplification; occlusion-free
comfort and easy integration

into existing fitting systems.
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ULPDSP, ULP Wireless,
‘Miniaturization,
Miniature Transducers

SLDs help assist people to
hear in:-noisy. environments,
allowing them to listen

to television, music and
direct broadcast by :
wireless cohnection.SLDs
supplement‘c‘onv‘entional k
hearing aids that don’t

handle noisy‘situati‘ons well.

As part of the SLD family,
IntriCon will be offering

a line of complementary
accessories, including a
companion‘microphoné,
television adapter and iPod
adapter. The cbmpany
anticipates cdnducting
market trials of its SLD
platform in the seco‘nd half
of 2011.

In 2011, we plan to build on the initiatives that drove success in 2010:
developing our core technologies across multiple product platforms;
launching new devices; and continuing to run an efficient organization.

From a customer standpoint, we are committed to making body-worn devices
smaller, better connected and more mobile. As a business, we are focused on
building revenue, improving margins and growing our bottom line. We will

do so by: driving higher sales volumes; raising the percentage of proprietary
IntriCon technology we incorporate into our products; and increasing our low-
cost manufacturing footprint.

On behalf of IntriCon’s management and the board of directors, | would like
to thank our customers for their loyalty, our team of employees for their
contributions and our shareholders for their support.

Sincerely,

M4 S

Mark Gorder

President and Chief Executive Officer
intriCon Corporation

March 15, 201
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PART 1
ITEM 1. - Business

Company Overview

LIRS EE RT3

IntriCon Corporation (together with its subsidiaries referred herein as the “Company”, or “IntriCon”, “we”, “us” or “our”) is an
international firm engaged in designing, developing, engineering and manufacturing body-worn devices. The Company serves the
body-worn device market by designing, developing, engineering and manufacturing micro-miniature products, microelectronics,
micro-mechanical assemblies and complete assemblies, primarily for bio-telemetry devices, medical equipment, hearing instruments,
professional audio and telecommunications devices. The Company, headquartered in Arden Hills, Minnesota, has facilities in
Minnesota, California, Maine, Singapore and Germany, and operates through subsidiaries. The Company is a Pennsylvania
corporation formed in 1930. The Company has gone through several transformations since its formation. The Company’s core
business of body-worn devices was established in 1993 through the acquisition of Resistance Technologies Inc., now known as
IntriCon, Inc. The majority of IntriCon’s current management came to the Company with the Resistance Technologies Inc.
acquisition, including IntriCon’s President and CEQO, who was a co-founder of Resistance Technologies Inc.

Currently, the Company operates in one operating segment, the body-worn device segment. In 2009, the Company decided to exit its
non-core electronic products segment, to allow for greater focus on its body-worn device segment. On May 28, 2010, the Company
completed the sale of substantially all of the assets of its electronics business to an affiliate of Shackleton Equity Partners
(“Shackleton™). For all periods presented, the Company classified its former electronics products segment as discontinued operations.
Unless otherwise indicated, the following description of our business refers only to our continuing operations.

Information contained in this Annual Report on Form 10-K and expressed in U.S. dollars or number of shares are presented in
thousands (000s), except for per share data and as otherwise noted.

Business Highlights
Major Events in 2010

On December 29, 2009, the Company decided to exit the electronics products segment operated by its wholly-owned subsidiary,
RTI Electronics, and divest the assets used in the business. The decision to exit the electronics products segment was made to allow
the Company to focus on its core body-worn device segment and to improve the Company’s overall margins and profitability. In
connection with its decision to divest the electronics business, the Company evaluated assets for impairment and severance costs and
recorded the following: (i) an impairment charge of $685 relating to goodwill, (ii) a reduction to realizable value of $720 to tangible
assets, and (iii) $275 in employee termination costs for the year ended December 31, 2009. An additional $200 in termination costs
were recorded in 2010.

On May 28, 2010 the Company completed the sale of substantially all of the assets of its electronics business to an affiliate of
Shackleton, pursuant to an Asset Purchase Agreement dated May 28, 2010. Shackleton paid $850 cash at closing for the assets and
assumed certain operating liabilities of IntriCon’s electronics business, subject to an accounts receivable adjustment. As part of the
sale, the Company recognized a gain, net of taxes, of $35.

The Company relocated its Singapore facility during the 2010 fiscal year, as required by the Singapore government, which is
redeveloping the land where the former Singapore facility was located. In connection with the relocation, the Company entered into a
lease agreement for a new facility in Singapore. The new lease agreement includes a five year term which commenced October 2010
with monthly rental payments ranging from approximately $25 to $35 over the term of the lease. Further, the international credit
agreement was modified in August 2010 to allow an additional $370 in borrowing under the existing borrowing base to fund the
Singapore facility relocation. The borrowings are required to be repaid over a three year period.

Major Events in 2009

On August 13, 2009, the Company acquired all of the outstanding stock of Jon Barron, Inc. doing business as Datrix (“Datrix”), a
privately held developer, manufacturer, tester and marketer of medical devices and related software products, based in Escondido,
California. The acquisition provides the Company entry into the ambulatory electrocardiograph (AECG) and event recording markets.

The purchase price included a closing cash payment of $1,225, issuance of 75 shares of restricted common stock of the Company and
the issuance of a promissory note in the amount of $1,050 bearing annual interest at 6%. In addition the Company paid off Datrix’s
outstanding line of credit with Wells Fargo of $130 at closing.

The principal amount of the promissory note is payable in three installments of $350 on August 13, 2010, August 13, 2011 and
August 13, 2012. The note bears annual interest at 6% and is payable with each principal payment as set forth above.



To finance a portion of the Datrix acquisition and replace the Company’s existing credit facilities with Bank of America, including
capital leases, the Company and its domestic subsidiaries entered into a three year credit facility with The PrivateBank and Trust
Company on August 13, 2009. The credit facility provides for: ,

. an $8,000 revolving credit facility, with a $200 subfacility for letters of credit. Under the revolving credit facility,
the availability of funds depends on a borrowing base composed of stated percentages of the Company’s eligible
trade receivables, eligible inventory, and eligible equipment less a reserve; and

. a $3,500 term loan.

The credit facilities are further described in Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of
Operations”.

Major Events in 2008

On July 20, 2008, the Company entered into a strategic alliance agreement with Australia-based Dynamic Hearing Pty Ltd (“Dynamic
Hearing”), a designer of proprietary digital signal processing (“DSP”) firmware used in ultra-low power (“ULP”) DSP hardware
platforms for the hearing health and professional audio market. Effective October 1, 2008, Dynamic Hearing granted a license to the
Company to use certain of Dynamic Hearing’s technology, including ULP-DSP technology. IntriCon intends to use the license from
Dynamic Hearing to develop new body-worn ULP-DSP applications and expand its hearing health and professional audio product
portfolio.

The initial term of the agreement is five years from the date of execution and may be extended upon agreement of the parties within
two months of the expiration of the initial term; however, either party may terminate the agreement after the second year of the term
upon three months notice. The Company agreed to pay Dynamic Hearing: (i) an annual fee for access to the technology licensed
pursuant to the agreement and (ii) an additional “second component” fee to maintain exclusive rights granted to the Company with
respect to hearing health products. Additionally, IntriCon agreed to make royalty payments on products that incorporate Dynamic
Hearing’s technology and Dynamic Hearing has also agreed to provide the Company with engineering and other services in
connection with the licensed technology. In January of 2011, the strategic alliance agreement was amended to, among other things,
remove the “second component” fee for the remainder of the term and extend the date after which either party can terminate the
agreement through December 2012.

Core Technologies Overview:

IntriCon serves the body-worn device market by designing, developing, engineering and manufacturing micro-miniature products,
microelectronics, micro-mechanical assemblies and complete assemblies, primarily for bio-telemetry devices, medical equipment,
hearing instruments, professional audio and telecommunications devices. Over the past five years, the Company has increased
investments in the continued development of four critical core technologies: Ultra-Low-Power Digital Signal Processing, Ultra-Low-
Power Wireless, Microminiaturization, and Miniature Transducers. These four core technologies serve as the foundation of current
and future product platform development, designed to meet the rising demand for smaller, portable more advanced devices. The
continued advancements in this area have allowed the Company to further enhance the mobility and effectiveness of miniature body-
worn devices.

Ultra-Low-Power Digital Signal Processing

Digital signal processing, or DSP, converts real-world analog signals into a digital format. Through its nanoDSP® technology,
IntriCon offers an extensive range of ultra-low-power (ULP) DSP amplifiers for hearing, medical and professional audio applications.
Our proprietary nanoDSP incorporates advanced ultra-miniature hardware with sophisticated signal processing algorithms to produce
devices that are smaller and more effective.

In 2010, the Company made improvements on its Reliant CLEAR™ feedback canceller, offering increased added stable gain and
faster reaction time. The Company also introduced its patented pending AcousTAP™ Switch, allowing the user to change programs
when the ear is patted, which eliminates the physical push button, saving size and cost.

Ultra-Low-Power Wireless

Wireless connectivity is fast becoming a required technology, and wireless capabilities are especially critical in new body-worn
devices. IntriCon’s BodyNet® ULP technology, including the nanoLink® and PhysioLink® wireless systems, offers solutions for
measuring and transmitting the body’s activities to caregivers, and wireless audio links for professional communications and
surveillance products. BodyNet applications include electrocardiogram (“ECG”) diagnostics and monitoring, diabetes monitoring,
sleep apnea studies and audio streaming for hearing aids.

IntriCon is in the process of finalizing development of its PhysioLink™ wireless technology, which will be incorporated into product
platforms serving the medical, hearing health and professional audio communication markets. This system is based on 2.4GHz
proprietary digital radio protocol in the industrial-scientific-medical (ISM) frequency band and enables audio and data streaming to
ear-worn and body-worn applications over distances of up to five meters.
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Microminiaturization

At IntriCon, we are experts in miniaturization and in our world, smaller is better. We began honing our microminiaturization skills
over 30 years ago, supplying components to the hearing health industry. Our core miniaturization technology allows us to make
devices for our markets that are one cubic inch and smaller. We also are specialists in devices that run on very low power, as
evidenced by our ULP wireless and DSP. Less power means a smaller battery, which enables us to reduce size even further, and
develop devices that fit into the palm of one’s hand.

Miniature Transducers

IntriCon’s advanced microphone and receiver technology has been pushing the limits of size and performance for over a decade. In
2007, we increased our product portfolio and expertise in miniature transducers through the acquisition of Tibbett’s Industries, Inc.
Our minjature transducers, which have been incorporated into various product platforms, enhance the reliability, sensitivity, supply
voltage, and output level in body-worn devices. These enhancements allow us to make devices that are extremely portable and
perform well in noisy or hazardous environments. In 2010 we introduced our 151Hi SPL microphone which provides the latest
advances in microphone technology. These small devices are well-suited for applications in the aviation, fire, law enforcement, safety
and military markets. Our technology also is used for technical surveillance by law enforcement and security agencies, and by
performers and production staff in the music and stage performance markets. Also included in our transducer line are medical coils
and micro coils used in pace maker programming and interventional catheter positioning applications.

Market Overview:
Our core technologies expertise is focused on three main markets: medical, hearing health and professional audio communications.

Medical

In the medical market, the Company is focused on sales of multiple bio-telemetry devices from life-critical diagnostic monitoring
devices to drug-delivery systems. Using our nanoDSP™ and ULP nanoLink™ technology, the Company manufactures
microelectronics, micro-mechanical assemblies, high-precision injection-molded plastic components and complete bio-telemetry
devices for emerging and leading medical device manufacturers. Targeted customers include medical product manufacturers of
portable and lightweight battery powered devices.

The medical industry is faced with pressures to reduce the costs of healthcare. IntriCon currently serves this market by offering
medical manufacturers the capabilities to design, develop and manufacture components for medical devices that are easier to use, are
more miniature, use less power, and are lighter. These devices measure with greater accuracy and provide more functions while
reducing the costs to manufacture these devices. The industry-wide trend toward further miniaturization and ambulatory operation
enabled by wireless connectivity is commonly referred to as bio-telemetry. Through the further development of our ULP BodyNet™
family, we believe the bio-telemetry offers a significant future opportunity. Increasingly, the medical industry is looking for wireless,
low-power capabilities in their devices. We believe our strategic partnership with Advanced Medical Electronics Corp. (AME) will
allow us to develop new bio-telemetry devices that better connect patients and care givers, providing critical information and
feedback. Current examples of IntriCon bio-telemetry products used by medical device manufacturers include wireless continuous
glucose monitors that measure glucose levels and provide real-time blood glucose trend information. In 2009, we also entered the
cardiac diagnostic monitoring (CDM) market with our acquisition of Datrix, a supplier of patient monitoring devices. We are
leveraging Datrix’s cardiac monitoring capabilities to develop and launch a new wireless outpatient CDM device that we call
Centauri, which we anticipate will be available for sale in late 2011.

In addition, IntriCon manufactures and supplies bubble sensors and flow restrictors that monitor and control the flow of fluid in an
intravenous infusion system. IntriCon also manufactures a family of safety needle products for an original equipment manufacturing
(OEM) customer that utilizes IntriCon’s insert and straight molding capabilities. These products are assembled using full automation,
including built-in quality checks within the production lines.

Hearing Health

IntriCon manufactures hybrid amplifiers and integrated circuit components (“hybrid amplifiers”), along with faceplates for in-the-ear
and in-the-canal hearing instruments. IntriCon is a leading manufacturer and supplier of microminiature electromechanical
components to hearing instrument manufacturers. These components consist of volume controls, microphones, receivers, trimmer
potentiometers and switches. Components are offered in a variety of sizes, colors and capacities in order to accommodate a hearing
manufacturer’s individualized specifications.

Hearing instruments, which fit behind or in a person’s ear to amplify and process sound for a hearing impaired person, generally are
composed of four basic parts and several supplemental components for control or fitting purposes. The four basic parts are
microphones, amplifier circuits, miniature receivers/speakers and batteries, all of which IntriCon manufactures, with the exception of
the battery. IntriCon’s hybrid amplifiers are a type of amplifier circuit. Supplemental components include volume controls, trimmer
potentiometers, which shape sound frequencies to respond to the particular nature of a person’s hearing loss, and switches used to turn
the instrument on and off and to go from telephone to normal speech modes. Faceplates and an ear shell, molded to fit the user’s ear,
often serve as housing for hearing instruments. IntriCon manufactures its components on a short lead-time basis in order to supply
“just-in-time” delivery to its customers and, consequently, order backlog amounts are not meaningful.
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Based on our investments in core technologies, specifically nanoDSP™ and our new wireless nanoLink™ and PhysioLink™
technologies, IntriCon is building a new generation of affordable, high-quality hearing aids and similar amplifier devices under
contracts for OEM’s. DSP devices have better clarity, attractive pricing points and an improved ability to filter out background noise.
During 2009, we introduced our Scenic™ DSP amplifier with acoustic scene analysis, our new high-performance adaptive DSP
hearing instrument amplifier. In our view, Scenic advanced capabilities are ideally suited for the hearing health market. Additionally,
in 2010 we introduced the Overtus™ DSP amplifier. The Overtus DSP amplifier is designed to optimize open in the canal (ITC) type
fittings. The amplifier algorithm contains two patented features, an advanced adaptive feedback canceller, Reliant CLEAR™,
optimized for open ITC fittings and an acoustic switch, AcousTAP™, eliminating the need for a mechanical switch and allowing for
further miniaturization. Further, with the Overtus technology, we have developed our own complete hearing device, the all-new,
patent-pending APT™ Open ITC. The APT, introduced at European Hearing Aid Acousticians Conference early in the 2010 fourth
quarter, is powered by the Overtus which includes our Reliant CLEAR™ adaptive feedback canceller and the AcousTAP ™ acoustic
push button. In addition the APT utilizes the patent pending Concha Lock System technology that allows for the suspension of an
open in-the-ear device in the ear canal. These features create stable and effective amplification, occlusion-free comfort and easy
integration into existing fitting systems. Our OEM customers now have the option of using Overtus in their own devices, or
purchasing our complete APT device. We believe the introductions of the Scenic, Overtus and APT will solidify our position as a
leader of high-performance adaptive DSP hearing instrument amplifiers. Furthermore, we believe our strategic alliance with Dynamic
Hearing will allow us to develop new body-worn applications and further expand both our hearing health and professional audio
product portfolio.

Overall, we believe the hearing health market holds significant opportunities for the Company. In the United States, Europe and Japan,
the 65-year-old-plus age demographic is one of the fastest growing segment of the population, and many of those individuals could, at
some point, benefit from a hearing device that uses IntriCon’s proprietary technology.

While it harbors great potential, the hearing health market is experiencing slowness due to macroeconomic conditions. In general, the
U.S. market does not provide insurance reimbursement for hearing aid purchases. People can defer their hearing aid purchase. We
believe the hearing health market will continue to experience slow, steady growth into 2011. We expect that more significant growth
will be driven by the introduction and acceptance of recently released products, such as the Overtus, APT and Scenic.

Professional Audio Communications

IntriCon entered the high-quality audio communication device market in 2001, and now has a line of miniature, professional audio
headset products used by customers focusing on homeland security and emergency response needs. The line includes several
communication devices that are extremely portable and perform well in noisy or hazardous environments. These products are well
suited for applications in the fire, law enforcement, safety, aviation and military markets. In addition, the Company has a line of
miniature ear- and head-worn devices used by performers and support staff in the music and stage performance markets. Our May
2007 acquisition of Tibbetts Industries provided the Company access 1o homeland security agencies in this market. We believe
performance in difficult listening environments and wireless operations will continue to improve as these products increasingly
include our proprietary nanoDSP™, wireless nanoLink™ and PhysioLink™ technologies.

During the second half of 2011, we plan to conduct market trials on our line of situational listening devices (SLD’s) intended to help
people hear in noisy environments like restaurants and automobiles, and listen to television, music, and direct broadcast by wireless
connection. Such devices are intended to be supplements to conventional hearing aids, which do not handle those situations well. The
SLD’s will be based on our ULP wireless nanoLink™ technology and our PhysioLink™ technology, which were recently
demonstrated at the annual convention of the American Academy of Audiology. The product line consists of an earpiece,
TV transmitter, companion microphone, iPod/iPhone transmitter, and USB transmitter.

For information concerning our net sales, net income and assets, see the consolidated financial statements in Item 8 of this Annual
Report on Form 10-K.

Marketing and Competition. IntriCon sells its hearing instrument components directly to domestic hearing instrument manufacturers
through an internal sales force. Sales of medical and professional audio communications products are also made primarily through an
internal sales force. In recent years, five companies have accounted for a substantial portion of the Company’s sales.

In 2010, one customer accounted for approximately 22 percent of the Company’s net sales. During 2010, the top five customers
accounted for approximately $25 million or 42 percent of the Company’s net sales. See note 4 to the consolidated financial statements
for a discussion of net sales and long-lived assets by geographic area.

Internationally, sales representatives employed by IntriCon GmbH (“GmbH”), a wholly owned German subsidiary, solicit sales from
European hearing instrument manufacturers.



IntriCon believes that it is the largest supplier worldwide of micro-miniature electromechanical components to hearing instrument
manufacturers and that its full product line and automated manufacturing process allow it to compete effectively with other manufacturers
within this market. In the market of hybrid amplifiers and molded plastic faceplates, IntriCon’s primary competition is from the hearing
instrument manufacturers themselves. The hearing instrument manufacturers produce a substantial portion of their internal needs for these
components.

IntriCon markets its high performance microphone products to the radio communication and professional audio industries and has several
larger competitors who have greater financial resources. IntriCon holds a small market share in the global market for microphone capsules
and other related products.

Employees. As of December 31, 2010, the Company had a total of 504 full time equivalent employees, of whom 34 are executive and
administrative personnel, 17 are sales personnel and 453 are engineering and operations personnel. The Company considers its relations with
its employees to be satisfactory. None of the Company’s employees are represented by a union.

As a supplier of parts for consumer and medical products, IntriCon is subject to claims for personal injuries allegedly caused by its products.
The Company maintains what it believes to be adequate insurance coverage.

Research and Development. IntriCon conducts research and development activities primarily to improve its existing products and proprietary
technology. The Company is committed to increasing its investment in the research and development of proprietary technologies, such as the
ULP nanoDSP and Bodynet technologies. The Company believes the continued development of key proprietary technologies will be the
catalyst for long-term revenues and margin growth. Research and development expenditures were $4,485, $3,345, and $3,248 in 2010, 2009
and 2008, respectively. These amounts are net of customer and grant reimbursed research and development.

IntriCon owns a number of United States patents which cover a number of product designs and processes. The Company believes that,
although these patents collectively add some value to the Company, no one patent or group of patents is of material importance to its business
as a whole.

Regulation. A large portion of our business operates in a marketplace subject to extensive and rigorous regulation by the Food and Drug
Administration (“FDA”) and by comparable agencies in foreign countries. In the United States, the FDA regulates the design control,
development, manufacturing, labeling, record keeping, and surveillance procedures for medical devices.

United States Food and Drug Administration

FDA regulations classify medical devices based on perceived risk to public health as either Class I, IT or III devices. Class I devices are
subject to general controls, Class II devices are subject to special controls and Class III devices are subject to pre-market approval (“PMA”)
requirements. While most Class I devices are exempt from pre-market submission, it is necessary for most Class II devices to be cleared by a
510(k) pre-market notification prior to marketing. 510(k) establishes that the device is “substantially equivalent” to a legally marketed
predicate device which was legally marketed prior to May 28, 1976 or which itself has been found to be substantially equivalent, through the
510(k) process, after May 28, 1976. It is “substantially equivalent” if it has the same intended use and the same technological characteristics
as the predicate. The 510(k) pre-market notification must be supported by data establishing the claim of substantial equivalence to the
satisfaction of the FDA. The process of obtaining a 510(k) clearance typically can take several months to a year or longer. If the product is
notably new or different and substantial equivalence cannot be established, the FDA will require the manufacturer to submit a PMA
application for a Class III device that must be reviewed and approved by the FDA prior to sale and marketing of the device in the United
States. The process of obtaining PMA approval can be expensive, uncertain, lengthy and frequently requires anywhere from one to several
years from the date of FDA submission, if approval is obtained at all. The FDA controls the indicated uses for which a product may be
marketed and strictly prohibits the marketing of medical devices for unapproved uses. The FDA can withdraw products from the market for
failure to comply with laws or the occurrence of safety risks.

Our hearing aid devices are Class 1 medical devices, exempt from the 510(k) submission process. They are typically marketed to FDA
approved manufacturers with IntriCon assisting in the design, development and production. Our ECG Recorder devices are classified as Class
II medical devices and have received 510(k) marketing clearance from the FDA. Our manufacturing operations are subject to periodic
inspections by the FDA, whose primary purpose is to audit the Company’s compliance with the Quality System Regulations published by the
FDA and other applicable government standards. Strict regulatory action may be initiated in response to audit deficiencies or to product
performance problems. We believe that our manufacturing and quality control procedures are in compliance with the requirements of the
FDA regulations and this has been substantiated with no findings cited during our most recent FDA audit in April of 2010.

Recent concerns have been raised by the public, internal FDA staff and Congress as to whether the current FDA 510(k) program achieves its
goals of making safe and effective devices available to the public while also fostering innovation. In August 2010, the FDA Center for
Devices and Radiological Health (“CDRH”) released two major FDA reports recommending changes to be taken by CDRH. The first report
provides recommendations on how to strengthen the 510(k) program and the second report provided recommendations on how to incorporate
new scientific information into regulatory decision making. The recommendations are preliminary and the FDA is presently soliciting public
input on these recommendations. If recommendations are adopted from these evaluations, any newly developed products or new indications
for use for our existing products may be subjected to a more rigorous premarket review process. In addition, the FDA has requested that the
Institute of Medicine conduct an independent study of the 510(k) program on whether legislative, regulatory or administrative changes are
needed. A final report is expected in the summer of 2011.



International Regulation )

International regulatory bodies have established varying regulations governing product standards, packaging and labeling
requirements, import restrictions, tariff regulations, duties and tax. Many of these regulations are similar to those of the FDA. We
believe we are in compliance with the regulatory requirements in the foreign countries in which our medical devices are marketed.

The registration system for our medical devices in the EU requires that our quality system conform to international quality standards
and that our medical devices conform to “essential requirements” set forth by the Medical Device Directive (“MDD”). Manufacturing
facilities and processes under which our ECG recorder devices are produced are inspected and audited by our International
Organization for Standardization (“ISO”) registrar ORION. These devices are tested and certified by NEMKO (Norges Elektriske
Material Kontroll) an independent Norwegian company. Our authorized representative, CE Partner 4U, maintains our technical file
and registers our products with Competent Authorities in all EU member states. Manufacturing facilities and processes under which
all of our other medical devices are produced are inspected and audited by the British Standards Institute (“BSI”’). These audits verify
our compliance with the essential requirements of the MDD. These certifying bodies verify that our quality system conforms to the
international quality standard ISO 13485:2003 and that our products conform to the “essential requirements” and “supplementary
requirements” set forth by the MDD for the class of medical devices we produce. These certifying bodies also certify our conformity
with both the quality standards and the MDD requirements, entitling us to place the “CE” mark on all of our ECG recorder devices.
Our Hearing Aid devices typically bear the CE mark of our customers who assume Regulatory responsibilities for those devices.

Third Party Reimbursement

The availability and level of reimbursement from third-party payers for procedures utilizing our products is significant to our business.
Our products are purchased primarily by OEM customers who sell into clinics, hospitals and other end-users, who in turn bill various
third party payers for the services provided to the patients. These payers, which include Medicare, Medicaid, private health insurance
plans and managed care organizations, reimburse all or part of the costs and fees associated with the procedures utilizing our products.

In response to the national focus on rising health care costs, a number of changes to reduce costs have been proposed or have begun to
emerge. There have been, and may continue to be, proposals by legislators, regulators and third party payers to curb these costs. The
development or increased use of more cost effective treatments for diseases could cause such payers to decrease or deny
reimbursement for surgeries or devices to favor alternatives that do not utilize our products. A significant number of Americans enroll
in some form of managed care plan. Higher managed care utilization typically drives down the payments for health care procedures,
which in turn places pressure on medical supply prices. This causes hospitals to implement tighter vendor selection and certification
processes, by reducing the number of vendors used, purchasing more products from fewer vendors and trading discounts on price for
guaranteed higher volumes to vendors. Hospitals have also sought to control and reduce costs over the last decade by joining group
purchasing organizations or purchasing alliances. We cannot predict what continuing or future impact these practices, the existing or
proposed legislation, or such third-party payer measures within a constantly changing healthcare landscape may have on our future
business, financial condition or results of operations.

Forward-Looking Statements

Certain statements included or incorporated by reference in this Annual Report on Form 10-K or the Company’s other public filings
and releases, which are not historical facts, or that include forward-looking terminology such as “may”, “will”, “believe”, “expect”,
“should”, “optimistic” or “continue” or the negative thereof or other variations thereof, are forward-looking statements (as such term
is defined in Section 21E of the Securities Exchange Act of 1934 and Section 27A of the Securities Act of 1933, and the regulations
thereunder), which are intended to be covered by the safe harbors created thereby. These statements may include, but are not limited

to:

. statements in “Business,” “Legal Proceedings” and “Risk Factors”, such as the Company’s ability to compete,
statements concerning the Datrix and Tibbetts acquisitions, the divestiture of its electronic products segment,
strategic alliances and their benefits, the adequacy of insurance coverage, government regulation, and potential
increase in demand for the Company’s products; and

. statements in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and
“Notes to the Consolidated Financial Statements,” such as the net operating loss carryforwards, the ability to meet
cash requirements for operating needs, the ability to meet liquidity needs, assumptions used to calculate future levels
of funding of employee benefit plans, the adequacy of insurance coverage, the impact of new accounting
pronouncements and litigation.



Forward-looking statements also include, without limitation, statements as to the Company’s expected future results of operations and
growth, the Company’s ability to meet working capital requirements, the Company’s business strategy, the expected increases in
operating efficiencies, anticipated trends in the Company’s body-worn device markets, the effect of compliance with environmental
protection laws and other government regulations, estimates of goodwill impairments and amortization expense of other intangible
assets, estimates of asset impairment, the effects of changes in accounting pronouncements, the effects of litigation and the amount of -
insurance coverage, and statements as to trends or the Company’s or management’s beliefs, expectations and opinions. Forward-
looking statements are subject to risks and uncertainties and may be affected by various risks, uncertainties and other factors that can
cause actual results and developments to be materially different from those expressed or implied by such forward-looking statements,
including, without limitation, the risk factors discussed in Item 1A of this Annual Report on Form 10-K.

The Company does not undertake to update any forward-looking statement that may be made from time to time by or on behalf of the
Company.

Available Information

The Company files or furnishes its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy
statements and other information with the SEC. You may read and copy any reports, statements and other information that the
Company files with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, D.C. 20549. You may obtain
information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The Company’s filings are also
available on the SEC’s Internet site as part of the EDGAR database (http://www.sec.gov).

The Company maintains an internet web site at www.IntriCon.com. The Company maintains a link to the SEC’s website by which
you may review its annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K, and amendments
to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended.

The information on the website listed above, is not and should not be considered part of this annual report on Form 10-K and is not
incorporated by reference in this document. This website is and is only intended to be an inactive textual reference.

In addition, we will provide, at no cost (other than for exhibits), paper or electronic copies of our reports and other filings made with
the SEC. Requests should be directed to:

Corporate Secretary

IntriCon Corporation

1260 Red Fox Road
Arden Hills, MN 55112
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ITEM 1A. Risk Factors

You should carefully consider the risks described below. If any of the risks events actually occur, our business, financial condition or
results of future operations could be materially adversely affected. This Annual Report on Form 10-K contains forward-looking
statements that involve risk and uncertainties. Our actual results could differ materially from those anticipated in the forward-looking
statements as a result of many factors, including the risks faced by us described below and elsewhere in this Annual Report on Form '
10-K.

We have experienced and expect to continue to experience fluctuations in our results of operations, which could adversely
affect us.

Factors that affect our results of operations include, but are not limited to, the volume and timing of orders received, changes in the
global economy and financial markets, changes in the mix of products sold, market acceptance of our products and our customer’s
products, competitive pricing pressures, global currency valuations, the availability of electronic components that we purchase from
suppliers, our ability to meet demand, our ability to introduce new products on a timely basis, the timing of new product
announcements and introductions by us or our competitors, changing customer requirements, delays in new product qualifications, and
the timing and extent of research and development expenses. These factors have caused and may continue to cause us to experience
fluctuations in operating results on a quarterly and/or annual basis. These fluctuations could materially adversely affect our business,
financial condition and results of operations, which in turn, could adversely affect the price of our common stock.

The loss of one or more of our major customers could adversely affect our results of operations.

We are dependent on a small number of customers for a large portion of our revenues. In fiscal year 2010, our largest customer
accounted for approximately 22 percent of our net sales and our five largest customers accounted for approximately 42 percent of our
net sales. A significant decrease in the sales to or loss of any of our major customers could have a material adverse effect on our
business and results of operations. Our revenues are largely dependent upon the ability of customers to develop and sell products that
incorporate our products. No assurance can be given that our major customers will not experience financial, technical or other
difficulties that could adversely affect their operations and, in turn, our results of operations.

We may not be able to collect outstanding accounts receivable from our customers.

Some of our customers purchase our products on credit, which may cause a concentration of accounts receivable among some of our
customers. As of December 31, 2010, we had accounts receivable, less allowance for doubtful accounts, of $8,228, which represented
approximately 44.3 percent of our shareholders’ equity as of that date. As of that date, one customer accounted for approximately
13 percent of our accounts receivable. Our financial condition and profitability may be harmed if one or more of our customers are
unable or unwilling to pay these accounts receivable when due.

Despite signs of improvement in economic conditions, the current domestic economic environment could cause a severe
disruption in our operations.

Our business has been negatively impacted by the current domestic economic downturn. If this downturn is prolonged or worsens,
there could be several severely negative implications to our business that may exacerbate many of the risk factors we identified
including, but not limited to, the following:

Liquidity:

. The domestic economic environment and the associated credit crisis could continue or worsen and reduce liquidity
and this could have a negative impact on financial institutions and the country’s financial system, which could, in
turn, have a negative impact on our business.

. We may not be able to borrow additional funds under our existing credit facility and may not be able to expand our
existing facility if our lender becomes insolvent or its liquidity is limited or impaired or if we fail to meet covenant
levels going forward. In addition, we may not be able to renew our existing credit facility at the conclusion of its
current term or renew it on terms that are favorable to us.

Demand:

. The current recession has resulted in lower sales by our customers. Additionally, our customers may not have access

to sufficient cash or short-term credit to obtain our product or services. «
Prices:
. Certain markets have experienced and may continue to experience deflation, which would negatively impact our

average prices and reduce our margins.
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If we are unable to continue to develop new products that are inexpensive to manufacture, our results of operations could be
adversely affected. ’

We may not be able to continue to achieve our historical profit margins due to advancements in technology. The ability to continue
our profit margins is dependent upon our ability to stay competitive by developing products that are technologically advanced and .
inexpensive to manufacture.

Our need for continued investment in research and development may increase expenses and reduce our profitability.

Our industry is characterized by the need for continued investment in research and development. If we fail to invest sufficiently in
research and development, our products could become less attractive to potential customers and our business and financial condition
could be materially and adversely affected. As a result of the need to maintain or increase spending levels in this area and the
difficulty in reducing costs associated with research and development, our operating results could be materially harmed if our research
and development efforts fail to result in new products or if revenues fall below expectations. In addition, as a result of our
commitment to invest in research and development, management expects that research and development expenses as a percentage of
revenues could increase in the future.

We operate in a highly competitive business and if we are unable to be competitive, our financial condition could be adversely
affected.

Several of our competitors have been able to offer more standardized and less technologically advanced hearing and professional
audio communication products at lower prices. Price competition has had an adverse effect on our sales and margins. There can be no
assurance that we will be able to maintain or enhance our technical capabilities or compete successfully with our existing and future
competitors.

Merger and acquisition activity in our hearing health market has resulted in a smaller customer base. Reliance on fewer
customers may have an adverse effect on us.

Several of our customers in the hearing health market have undergone mergers or acquisitions, resulting in a smaller customer base
with larger customers. If we are unable to maintain satisfactory relationships with the reduced customer base, it may adversely affect
our operating profits and revenue.

Unfavorable legislation in the hearing health market may decrease the demand for our products, and may negatively impact
our financial condition.

In some of our foreign markets, government subsidies cover a portion of the cost of hearing aids. A change in legislation that would
reduce or eliminate these subsidies could decrease the demand for our hearing health products. This could result in an adverse effect
on our operating results. We are unable to predict the likelihood of any such legislation.

Our failure to obtain required governmental approvals and maintain regulatory compliance for our required products would
impact our ability to generate revenue from those products.

The markets in which our business operates are subject to extensive and rigorous regulation by the FDA and by comparable agencies
in foreign countries. In the United States, the FDA regulates the design control, development, manufacturing, labeling, record keeping,
and surveillance procedures for our medical devices.

The process of obtaining marketing clearance or approvals from the FDA for new products and new applications for existing products
can be time-consuming and expensive, and there is no assurance that such clearance/approvals will be granted, or that the FDA review
will not involve delays that would adversely affect our ability to commercialize additional products or additional applications for
existing products. Some of our products in the research and development stage may be subject to a lengthy and expensive pre-market
approval process with the FDA. The FDA has the authority to control the indicated uses of a device. Products can also be withdrawn
from the market due to failure to comply with regulatory standards or the occurrence of unforeseen problems. The FDA regulations
depend heavily on administrative interpretation, and there can be no assurance that future interpretations made by the FDA or other
regulatory bodies, with possible retroactive effect, will not adversely affect us.

Further,the FDA, various state agencies and foreign regulatory agencies inspect our facilities to determine whether we are in
compliance with various regulations relating to quality systems, such as manufacturing practices, validation, testing, quality control,
product labeling and product surveillance. A determination that we are in violation of such regulations could lead to imposition of
civil penalties, including fines, product recalls or product seizures, suspensions or shutdown of production and, in extreme cases,
criminal sanctions, depending on the nature of the violation.
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Implementation of our growth strategy may not be successful, which could affect our ability to increase revenues.

Our growth strategy includes developing new products and entering new markets, as well as identifying and integrating acquisitions.
Our ability to compete in new markets will depend upon a number of factors including, among others:

. our ability to create demand for products in new markets;

. our ability to manage growth effectively;

. our ability to successfully identify, complete and integrate acquisitions;

. our ability to respond to changes in our customers’ businesses by updating existing products and mtroducmg, in a
timely fashion, new products which meet the needs of our customers;

. the quality of our new products; and

. our ability to respond rapidly to technological change.

The failure to do any of the foregoing could have a material adverse effect on our business, financial condition and results of
operations. In addition, we may face competition in these new markets from various companies that may have substantially greater
research and development resources, marketing and financial resources, manufacturing capability and customer support organizations.

We operate in Singapore and Germany, and various factors relating to our international operations could affect our results of
operations.

In 2010, we operated in Singapore and Germany. Approximately 20 percent of our revenues were derived from our facilities in these
countries in 2010. As of December 31, 2010 approximately 26 percent of our long-lived assets are located in these countries. Political
or economic instability in these countries could have an adverse impact on our results of operations due to diminished revenues in
these countries. Our future revenues, costs of operations and profit results could be affected by a number of factors related to our
international operations, including changes in foreign currency exchange rates, changes in economic conditions from country to
country, changes in a country’s political condition, trade protection measures, licensing and other legal requirements and local tax
issues. Unanticipated currency fluctuations in the Euro could lead to lower reported consolidated revenues due to the translation of this
currency into U.S. dollars when we consolidate our revenues and results from operations.

We may explore acquisitions that complement or expand our business. We may not be able to complete these transactions and
these transactions, if executed, pose significant risks and may materially adversely affect our business, financial condition and
operating results.

We intend to explore opportunities to buy other businesses or technologies that could complement, enhance or expand our current
business or product lines or that might otherwise offer us growth opportunities. We may have difficulty finding these opportunities or,
if we do identify these opportunities, we may not be able to complete the transactions for various reasons, including a failure to secure
financing. Any transactions that we are able to identify and complete may involve a number of risks, including: the diversion of our
management’s attention from our existing business to integrate the operations and personnel of the acquired or combined business or
joint venture; possible adverse effects on our operating results during the integration process; unanticipated liabilities; and our possible
inability to achieve the intended objectives of the transaction. In addition, we may not be able to successfully or profitably integrate,
operate, maintain and manage our newly acquired operations or employees. In addition, future acquisitions may result in dilutive
issuances of equity securities or the incurrence of additional debt.

We may experience difficulty in paying our debt when it comes due, which could limit our ability to obtain financing.

As of December 31, 2010, we had bank indebtedness of $7,860 and additional indebtedness of $1,200, including $700 payable to the
former shareholder of Datrix and $500 payable to Hearing Instrument Manufacturers Patent Partnership (“HIMPP”). Our ability to pay
the principal and interest on our indebtedness as it comes due will depend upon our current and future performance. Our performance
is affected by general economic conditions and by financial, competitive, political, business and other factors. Many of these factors
are beyond our control. We believe that availability under our existing credit facility combined with funds expected to be generated
from operations and control of capital spending will be sufficient to meet our anticipated cash requirements for operating needs for at
least the next 12 months. If, however, we are unable to renew these facilities or obtain waivers (see Liquidity and Capital Resources)
in the future or do not generate sufficient cash or complete such financings on a timely basis, we may be required to seek additional
financing or sell equity on terms which may not be as favorable as we could have otherwise obtained. No assurance can be given that
any refinancing, additional borrowing or sale of equity will be possible when needed or that we will be able to negotiate acceptable
terms. In addition, our access to capital is affected by prevailing conditions in the financial and equity capital markets, as well as our
own financial condition.

If we fail to meet our financial and other covenants under our loan agreements with our lenders, absent a waiver, we will be in
default of the loan agreements and our lenders can take actions that would adversely affect our business.

There can be no assurances that we will be able to maintain compliance with the financial and other covenants in our loan agreements.
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In the event we are unable to comply with these covenants during future periods, it is uncertain whether our lenders will grant waivers
for our non-compliance. If there is an event of default by us under our loan agreements, our lenders have the option to, among other
things, accelerate any and all of our obligations under the loan agreements which would have a material adverse effect on our
business, financial condition and results of operations.

We are obligated to indemnify the purchaser of our former electronics business for certain material adverse events that may
arise.

We are obligated to indemnify the purchaser of our former electronics business for certain material adverse events arising out of or
related to our prior operation of that business, including environmental matters, intellectual property disputes and unforeseen
liabilities, among others. While we have not been made aware of any such potential indemnification matters by the purchaser, our
obligation to indemnify the purchaser in the future for a qualifying adverse event could have a material, adverse effect on our
business, results of operations and financial condition.

Our success depends on our senior management team and if we are not able to retain them, it could have a materially adverse
effect on us.

We are highly dependent upon the continued services and experience of our senior management team, including Mark S. Gorder, our
President, Chief Executive Officer and director. We depend on the services of Mr. Gorder and the other members of our senior
management team to, among other things, continue the development and implementation of our business strategies and maintain and
develop our client relationships.

Our future success depends in part on the continued service of our engineering and technical personnel and our ability te
identify, hire and retain additional personnel.

There is intense competition for qualified personnel in our markets. We may not be able to continue to attract and retain engineers or
other qualified personnel necessary for the development and growth of our business or to replace engineers or other qualified
personnel who may leave our employ in the future. The failure to retain and recruit key technical personnel could cause additional
expense, potentially reduce the efficiency of our operations and could harm our business.

We and/or our customers may be unable to protect our and their proprietary technology and intellectual property rights or
keep up with that of competitors.

Our ability to compete effectively against other companies in our markets depends, in part, on our ability and the ability of our
customers to protect our and their current and future proprietary technology under patent, copyright, trademark, trade secret and unfair
competition laws. We cannot assure that our means of protecting our proprietary rights in the United States or abroad will be adequate,
or that others will not develop technologies similar or superior to our technology or design around the proprietary rights we own or
license. In addition, we may incur substantial costs in attempting to protect our proprietary rights.

Also, despite the steps taken by us to protect our proprietary rights, it may be possible for unauthorized third parties to copy or
reverse-engineer aspects of our and our customers’ products, develop similar technology independently or otherwise obtain and use
information that we or our customers regard as proprietary. We and our customers may be unable to successfully identify or prosecute
unauthorized uses of our or our customers’ technology.

If we become subject to material intellectual property infringement claims, we could incur significant expenses and could be
prevented from selling specific products.

We may become subject to material claims that we infringe the intellectual property rights of others in the future. We cannot assure
that, if made, these claims will not be successful. Any claim of infringement could cause us to incur substantial costs defending
against the claim even if the claim is invalid, and could distract management from other business. Any judgment against us could
require substantial payment in damages and could also include an injunction or other court order that could prevent us from offering
certain products.

Environmental liability and compliance obligations may affect our operations and results.

Our manufacturing operations are subject to a variety of environmental laws and regulations as well as internal programs and policies
governing:

. air emissions;

. wastewater discharges;

. the storage, use, handling, disposal and remediation of hazardous substances, wastes and chemicals; and
. employee health and safety.
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If violations of environmental laws occur, we could be held liable for damages, penalties, fines and remedial actions. Our operations
and results could be adversely affected by any material obligations arising from existing laws, as well as any required material
modifications arising from new regulations that may be enacted in the future. We may also be held liable for past disposal of
hazardous substances generated by our business or former businesses or businesses we acquire. In addition, it is possible that we may
be held liable for contamination discovered at our present or former facilities.

We are subject to numerous asbestos-related lawsuits, which could adversely affect our financial position, results of operations
or liquidity.

We are a defendant along with a number of other parties in lawsuits alleging that plaintiffs have or may have contracted asbestos-
related diseases as a result of exposure to asbestos products or equipment containing asbestos sold by one or more named defendants.
These lawsuits relate to the discontinued Heat Technologies segment which we sold in March 2005. Due to the noninformative nature
of the complaints, we do not know whether any of the complaints state valid claims against us. Certain insurance carriers have
informed us that the primary policies for the period August 1, 1970-1973, have been exhausted and that the carriers will no longer
provide a defense under those policies. We have requested that the carriers substantiate this situation. We believe we have additional
policies available for other years which have been ignored by the carriers. Because settlement payments are applied to all years a
litigant was deemed to have been exposed to asbestos, we believe when settlement payments are applied to these additional policies,
we will have availability under the years deemed exhausted. If our insurance policies do not cover the costs and any awards for the
asbestos-related lawsuits, we will have to use our cash or obtain additional financing to pay the asbestos-related obligations and
settlement costs. There is no assurance that we will have the cash or be able to obtain additional financings on favorable terms to pay
asbestos related obligations or settlements should they occur. The ultimate cutcome of any legal matter cannot be predicted with
certainty. In light of the significant uncertainty associated with asbestos lawsuits, there is no guarantee that these lawsuits will not
materially adversely affect our financial position, results of operations or liquidity.

The market price of our common stock has been and is likely to continue to be volatile, which may make it difficult for
shareholders to resell common stock when they want to and at prices they {ind attractive.

The market price of our common stock has been and is likely to be highly volatile, and there has been limited trading volume in our
common stock. The common stock market price could be subject to wide fluctuations in response to a variety of factors, including the
following:

. announcements of fluctuations in our or our competitors’ operating results;

. the timing and announcement of sales or acquisitions of assets by us or our competitors;
. changes in estimates or recommendations by securities analysts;

. adverse or unfavorable publicity about our products, technologies or us;

. the commencement of material litigation, or an unfavorable verdict, against us;

. terrorist attacks, war and threats of attacks and war;

. additions or departures of key personnel; and

. sales of common stock.

In addition, the stock market in recent years has experienced significant price and volume fluctuations. Such volatility and decline has
affected many companies irrespective of, or disproportionately to, the operating performance of these companies. These broad
fluctuations and limited trading volume may materially adversely affect the market price of our common stock, and your ability to sell
our common stock.

Most of our outstanding shares are available for resale in the public market without restriction. The sale of a large number of these
shares could adversely affect the share price and could impair our ability to raise capital through the sale of equity securities or make
acquisitions for common stock.

“Anti-takeover” provisions may make it more difficult for a third party te acquire control of us, even if the change in control
would be beneficial to shareholders.

We are a Pennsylvania corporation. Anti-takeover provisions in Pennsylvania law and our charter and bylaws could make it more
difficult for a third party to acquire control of us. These provisions could adversely affect the market price of the common stock and
could reduce the amount that sharecholders might receive if we are sold. For example, our charter provides that the board of directors
may issue preferred stock without shareholder approval. In addition, our bylaws provide for a classified board, with each board
member serving a staggered three-year term. Directors may be removed by sharcholders only with the approval of the holders of at
least two-thirds of all of the shares outstanding and entitled to vote.
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If we fail to maintain an effective system of internal controls, we may not be able to accurately report our financial results or
prevent fraud. As a result, current and potential shareholders and customers could lose confidence in our financial reporting,
which could harm our business, the trading price of our stock and our ability to retain our current customers or obtain new
customers.

Pursuant to Section 404 of the Sarbanes-Oxley Act of 2002, referred to as Section 404, we are required to include in our Annual
Reports on Form 10-K, our management’s report on internal control over financial reporting. Currently, we are not required to include
a report of our independent registered public accounting firm on our internal controls because we are a “smaller reporting company”
under SEC rules; therefore, shareholders do not have the benefit of an independent review of our internal controls. While we have
reported no “material weaknesses™ in the Form 10-K for the fiscal year ended December 31, 2010, we cannot guarantee that we will
not have “material weaknesses” reported by our management in the future. Compliance with the requirements of Section 404 is
expensive and time-consuming. If in the future we fail to complete this evaluation in a timely manner, or if we determine that we have
a material weakness, we could be subject to regulatory scrutiny and a loss of public confidence in our internal control over financial
reporting. In addition, any failure to establish an effective system of disclosure controls and procedures could cause our current and
potential investors and customers to lose confidence in our financial reporting and disclosure required under the Securities Exchange
Act of 1934, which could adversely affect our business and the market price of our common stock.
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ITEM 1B. Unresolved Staff Comments.

Not Applicable.

ITEM 2. Properties
The Company leases seven facilities, five domestically and two internationally, as follows:

. a 47,000 sq. ft. manufacturing facility in Arden Hills, Minnesota, which also serves as the Company’s headquarters,
from a partnership consisting of two former officers of IntriCon Inc. and Mark S. Gorder who serves as the president
and CEO of the Company and on the Company’s Board of Directors. At this facility, the Company manufactures
body-worn devices, other than plastic component parts. Annual base rent expense, including real estate taxes and
other charges, is approximately $477. The Company believes the terms of the lease agreement are comparable to
those which could be obtained from unaffiliated third parties. The lease expires in October 2011.

. a 46,000 sq. ft. building in Vadnais Heights, Minnesota at which IntriCon produces plastic component parts for
body-worn devices. Annual base rent expense, including real estate taxes and other charges, is approximately $382.
The lease expires in June 2016.

. two buildings in Camden, Maine, which contain manufacturing facilities and offices and consist of a total of
32,000 square feet. Annual base rent expense on the 25,000 square foot facility, including real estate taxes and other
charges, is approximately $104. This lease expires in June 2012. Annual base rent expense on the 7,000 square foot
facility, including real estate taxes and other charges, is approximately $62. This lease expires in June 2017.

. a 4,000 square foot building in Escondido, California, which houses assembly operations and administrative offices
relating to our cardiac monitoring business. Annual base rent expense, including real estate taxes and other charges,
is approximately $48. This lease expires in April 2012,

. a 25,000 square foot building in Singapore which houses production facilities and administrative offices. Annual
base rent expense, including real estate taxes and other charges, is approximately $340. This lease expires in
October 2015.

. a 2,000 square foot facility in Germany which houses sales and administrative offices. Annual base rent expense,

including real estate taxes and other charges, is approximately $48. This lease expires in June 2012.

See notes 14 and 15 to the Company’s consolidated financial statements in Item 8 of the Annual Report on Form 10-K.

ITEM 3. Legal Proceedings

The Company is a defendant along with a number of other parties in lawsuits alleging that plaintiffs have or may have contracted
asbestos-related diseases as a result of exposure to asbestos products or equipment containing asbestos sold by one or more named
defendants. These lawsuits relate to the discontinued heat technologies segment which was sold in March 2005. Due to the
noninformative nature of the complaints, the Company does not know whether any of the complaints state valid claims against the
Company. Certain insurance carriers have informed the Company that the primary policies for the period August 1, 1970-1973, have
been exhausted and that the carriers will no longer provide a defense under those policies. The Company has requested that the
carriers substantiate this situation. The Company believes it has additional policies available for other years which have been ignored
by the carriers. Because settlement payments are applied to all years a litigant was deemed to have been exposed to asbestos, the
Company believes when settlement payments are applied to these additional policies, the Company will have availability under the
years deemed exhausted. The Company does not believe that the asserted exhaustion of the primary insurance coverage for this period
will have a material adverse effect on its financial condition, liquidity, or results of operations. Management believes that the number
of insurance carriers involved in the defense of the suits and the significant number of policy years and policy limits, to which these
insurance carriers are insuring the Company, make the ultimate disposition of these lawsuits not material to the Company’s
consolidated financial position or results of operations.

The Company’s wholly owned French subsidiary, Selas SAS, filed for insolvency in France and is being managed by a court
appointed judiciary administrator. The Company may be subject to additional litigation or liabilities as a result of the French
insolvency proceeding.

The Company is also involved in other lawsuits arising in the normal course of business, as further described in Note 14 to the
consolidated financial statements in Item 8. While it is not possible to predict with certainty the outcome of these matters,
management is of the opinion that the disposition of these lawsuits and claims will not materially affect the Company’s consolidated
financial position, liquidity, or results of operations.

ITEM 4. (Removed and Reserved)
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ITEM 4A. Executive Officers of the Registrant

The names, ages and offices (as of February 28, 2011) of the Company’s executive officers were as follows:

Name Age Position
Mark S. Gorder........cccovvurnen, 64 President, Chief Executive Officer and Director of the Company;
President of IntriCon, Inc.
Scott Longval........ccccoveerennnnn, 34 Chief Financial Officer and Treasurer of the Company
Christopher D. Conger............. 50 Vice President, Research and Development
Michael P. Geraci .................... 52 Vice President, Sales and Marketing
Dennis L. Gonsior.................... 52 Vice President, Operations
Greg Gruenhagen.................... 57 Vice President, Corporate Quality and Regulatory Affairs

Mr. Gorder joined the Company in October 1993 when IntriCon Inc. was acquired by the Company. Mr. Gorder received a Bachelor
of Arts degree in Mathematics from the St. Olaf College, a Bachelor of Science degree in Electrical Engineering from the University
of Minnesota and a Master of Business Administration from the University of Minnesota. Prior to the acquisition, Mr. Gorder was
President and one of the founders of IntriCon Inc., which began operations in 1977. Mr. Gorder was promoted to Vice President of the
Company and elected to the Board of Directors in April 1996. In December 2000, he was elected President and Chief Operating
Officer and in April 2001, Mr. Gorder assumed the role of Chief Executive Officer.

Mr. Longval has served as the Company’s Chief Financial Officer since July 2006. Mr. Longval received a Bachelor of Science
degree in Accounting from the University of St. Thomas. Prior to being appointed as CFO, Mr. Longval served as the Company’s
Corporate Controller since September 2005. Prior to joining the Company, Mr. Longval was Principal Project Analyst at
ADC Telecommunications, Inc., a provider of innovative network infrastructure products and services, from March 2005 until
September 2005. From May 2002 until March 2005 he was employed by Accellent, Inc., formerly MedSource Technologies, a
provider of outsourcing solutions to the medical device industry, most recently as Manager of Financial Planning and Analysis. From
September 1998 until April 2002, he was employed by Arthur Andersen, most recently as experienced audit senior.

Mr. Conger joined the Company in September 1997. Mr. Conger received a Bachelor of Science degree in Electrical Engineering from
the University of Missouri and a Master of Science degree in Electrical Engineering from the University of Minnesota. He has served
as the Company’s Vice President of Research and Development since February 2005. Prior to that, Mr. Conger served as Director of
Research and Development since 1997. Before joining IntriCon, Mr. Conger served in various positions in the hearing health industry
including 3M Company and Siemens.

Mr. Geraci joined the Company in October 1983. Mr. Geraci received a Bachelor of Science degree in Electrical Engineering from
Bradley University and a Master of Business Administration from the University of Minnesota — Carlson School of Business. He has
served as the Company’s Vice President of Sales and Marketing since January 1995.

Mr. Gonsior joined the Company in February 1982. Mr. Gonsior received a Bachelor of Science degree from Saint Cloud State
University. He has served as the Company’s Vice President of Operations since January 1996.

Mr. Gruenhagen joined the Company in November 1984. Mr. Gruenhagen received a Bachelor of Science degree from Iowa State
University. He has served as the Company’s Vice President of Corporate Quality and Regulatory Affairs since December 2007. Prior
to that, Mr. Gruenhagen served as Director of Corporate Quality since 2004 and Director of Project Management since 2000.
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PART II

ITEM 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer
Purchases of Equity Securities

Since January 2, 2008, the Company’s common shares have been listed on the NASDAQ Global Market under the ticker symbol
“IIN”. From April 4, 2005 through January 1, 2008 the Company’s common shares were listed on the American Stock Exchange
under the ticker symbol “IIN™.

Market and Dividend Information

The high and low sale prices of the Company’s common stock during each quarterly period during the past two years were as follows:

2010 2009
Market Market
Price Range Price Range
Quarter High Low High Low
FATST woviereciir ettt ettt st $ 4.10 $ 2.84 $ 5.01 $ 2.83
SeCONd..ccouiiiiiiieiiieiie e 6.12 3.57 3.36 2.41
THIE..ccveieiie et 6.30 3.51 4.11 2.60
FOUIth ..ot 4.59 3.51 3.76 2.80

The closing sale price of the Company’s common stock on March 1, 2011, was $3.94 per share.

At March 1, 2011 the Company had 311 shareholders of record of common stock. Such number of records does not reflect
shareholders who beneficially own common stock in nominee or street name.

The Company ceased paying quarterly cash dividends in the fourth quarter of 2001 and has no intention of paying cash dividends in
the foreseeable future. Any payment of future dividends will be at the discretion of the Board of Directors and will depend upon,
among other things, the Company’s earnings, financial condition, capital requirements, level of indebtedness, contractual restrictions
with respect to the payment of dividends, and other factors that the Board of Directors deems relevant. Terms of the Company’s
banking agreements prohibit the payment of cash dividends without prior bank approval.

See “ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters — Equity
Compensation Plans” of this Annual Report on Form 10-K for disclosure regarding our equity compensation plans.
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Stock Performance Graph

The following graph shows the cumulative total return for the last five years, calculated as of December 31 of each such year, for the
Company’s common shares, the Standard & Poor’s 500 Index, and the Russell 2000 Index (“RUT”). The graph assumes that the value
of the investment in each of three was $100 at December 31, 2005 and that all dividends were reinvested.

350
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) 2005
Base 2006 2007 2008 2009 2010
Year
——RUT 100 117 114 74 93 116
—m—S&P 500 100 114 118 72 89 101
—a— IntriCon 100 117 294 85 76 92

Source: Yahoo Finance

Note: Stock price performance shown in this Performance Graph for our common stock is historical and not necessarily indicative of
future price performance. The information contained in this Performance Graph is not “soliciting material” and has not been “filed”
with the Securities and Exchange Commission. This Performance Graph will not be incorporated by reference into any of our future
filings under the Securities Act of 1933 or the Securities Exchange Act of 1934.
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ITEM 6. Selected Financial Data

Five-Year Summary of Operations

Years ended December 31, 2010 2009 (¢) 2008 2007(a) 2006
SALES, NEL .. vivvereierrerereertere et st $ 58,697 $§ 51,676 57,908 § 59,669 41,438
GIOSS PIOTIE veveeeuceciiiiincientitiii et 15,013 11,051 14,657 15,425 10,320
Operating EXPEeNSES ......cvevererererurieereeiesesesssisnineanans 13,419 11,681 12,360 12,360 8,638
INTErESt EXPENSE «.vvvvvinriniirririiiiieiee e 655 836 678 942 438
Equity in loss of partnerships ........c.covneeiiinnn, 135 150 4 158 —
Other eXpense, Net .......c.ooevvievirieiieinienireeecns 4 220 36 79 54
Income (loss) from continuing operations before

income taxes and discontinued operations............. 800 (1,836) 1,579 1,886 1,190
Income tax expense (benefit).......coooieveinniennei 145 (34 265 173 168
Income (loss) from continuing operations before

discontinued Operations..........coeeeeieiiviecesnneniennns 655 (1,802) 1,314 1,713 1,022
Gain on sale of discontinued operations, net of

INCOME tAXES ...evvevereereeneererreriiterinteneesearenesesaesannens 35 — — — —
Income (loss) from discontinued operations, net of

INICOME TAKES 1vevveeereerreereienreerererenseereeetessreinrenseennes (329) (2,119) (276) 154 141
Net income (10SS)..vevrvereieriiririeiineiriieesseeeeenee $ 361 § (3,921) 1,038 § 1,867 1,163
Basic income (loss) per share:

Continuing OPErations ...........cccoeereiveeireenesiesennnee $ d2 03 (.34) 25 3 33 .20

Discontinued Operations...........cccocvvveeevieieireneenenes (.05) (.39) (.05) .03 .03

Net income (108S) c.ovvierereeerreeriieierririvieieareeresraseens $ 07 § (.73) 20 $ 36 23
Diluted income (loss) per share:

Continuing OPerations .........coveeoevererereursiesaeseenee $ 12 S (:34) 24 8 31 19

Discontinued Operations...........ccooueevreeeeniiervnnennes (.05) (:39) (.05) .03 .03

Net income (10S8) ...cvevvvverevreriveererinersiereieeenenns $ 07 S (.73) A9 8 34 22
Weighted average number of shares outstanding

during year:

BaSIC..cviieeietiereiiseeeeitete ettt 5,484 5,394 5,314 5,210 5,159

DIIUIEd . ..eecvivieteie et 5,535 5,394 5,539 5,520 5,320
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Other Financial Highlights

Years ended December 31, 2010 2009(c) 2008 2007(a) 2006
Working capital (B)....oeeeveeveviviririiiceeeeeeeenn, $ 8615 §$ 8504 $§ 10,602 $ 9,365 $ 8,445
Total @SSEtS ......cceerererreeriie e $ 36267 § 37363 $§ 39462 $ 39732 $ 34,143
Long-term debt........c.cccccevvnviiniiiniiiie, $ 6,465 § 7,730 $ 6,188 8§ 6,963 § 3,830
Shareholders’ equity ........ccccoveviviieiereririiieecen, $ 18571 § 17489 § 20312 $ 18,597 $ 15,607
Depreciation and amortization..............occveeveeeeeevenn.. $ 2601 $ 2,470 $ 2,426 $ 1,785  $ 1,511
(a) Included in the 2007 results and balances at December 31, 2007, are net sales of $4.5 million, total assets of

$6.4 million, long-term debt of $4.3 million, and depreciation and amortization of $100,000 from the acquisition of
Tibbetts Industries. Because the 2007 results and balances at December 31, 2007 include amounts from the
acquisition of Tibbetts Industries, the financial statements for 2007 may not be comparable to our prior historical

results.
(b) Working capital is equal to current assets less current liabilities.
(c) In 2009, the Company exited the Electronic Products business, which consisted of the thermistor, film capacitor and

magnetic products, and reclassified it as discontinued operations, including all previously reported amounts.
Subsequently, in 2010 the Company completed the sale of the assets of the Electronic Products business.
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ITEM 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Company Overview

IntriCon Corporation, (the “Company” or “IntriCon”, “we”, “us” or “our”) is an international firm engaged in the designing,
developing, engineering and manufacturing of body-worn devices. The Company serves the body-worn device market by designing,
developing, engineering and manufacturing micro-miniature products microelectronics, micro-mechanical assemblies and complete
assemblies, primarily for bio-telemetry devices, medical equipment, hearing instruments, professional audio and telecommunications
devices.

As discussed below, the Company has one operating segment - its body-worn device segment. Our expertise in this segment is focused
on three main markets: medical, hearing health and professional audio communications. Within these chosen markets, we combine
ultra-miniature mechanical and electronics capabilities with proprietary technology — including ultra low power (ULP) wireless and
digital signal processing (DSP) capabilities — that enhances the performance of body-worn devices.

Business Highlights

On December 29, 2009, the Company decided to exit the electronics products segment operated by its wholly-owned subsidiary,
RTI Electronics, and divest the assets used in the business. The decision to exit the electronics products segment was made to allow
the Company to focus on its core body-worn device segment and to improve the Company’s overall margins and profitability. In
connection with its decision to divest the electronics business, the Company evaluated assets for impairment and severance costs and
recorded the following: (i) an impairment charge of $685 relating to goodwill, (ii) a reduction to realizable value of $720 to tangible
assets, and (iii) $275 in employee termination costs for the year ended December 31, 2009. An additional $200 in termination costs
were recorded in 2010.

On May 28, 2010 the Company completed the sale of substantially all of the assets of its electronics business to an affiliate of
Shackleton, pursuant to an Asset Purchase Agreement dated May 28, 2010. Shackleton paid $850 cash at closing for the assets and
assumed certain operating liabilities of IntriCon’s electronics business, subject to an accounts receivable adjustment. As part of the
sale, the Company recognized a gain, net of taxes, of $35.

The Company relocated its Singapore facility during the 2010 fiscal year, as required by the Singapore government, which is
redeveloping the land where the former Singapore facility was located. In connection with the relocation, the Company entered into a
Jease agreement for a new facility in Singapore. The new lease agreement includes a five year term which commenced October 2010
with monthly rental payments ranging from approximately $25 to $35 over the term of the lease. Further, the international credit
agreement was modified in August 2010 to allow an additional $370 in borrowing under the existing borrowing base to fund the
Singapore facility relocation. The borrowings are required to be repaid over a three year period.

Forward-Looking Statements

The following discussion and analysis of our financial condition and results of operations should be read together with our financial
statements and the related notes appearing in Item 8. of this report. This discussion and analysis contains forward-looking statements
that involve risks, uncertainties and assumptions. Our actual results may differ materially from those anticipated in these forward-
looking statements as a result of many factors, including but not limited to those under the heading “Risk Factors” in Item 1A of this
Annual Report on Form 10-K. See also Item 1. “Business-Forward-Looking Statements” for more information.
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Results of Operations: 2010 Compared with 2009
Consolidated Net Sales

Our net sales are comprised of three main markets: medical, hearing health, and professional audio - collectively our body-worn
device segment. Below is a recap of our sales by main markets for the years ended December 31, 2010 and 2009:

Change
2010 2009 Dollars Percent
MEdiCal ..ot § 24594 § 23005 $ 1,589 6.9%
Hearing Health.........oooooiiiiiiiicieeeeeee e, 21,007 18,432 2,575 14.0%
Professional Audio Communications ..........ocoeveveereevevooesoeeoeooon, 13,096 10,239 2,857 27.9%
Consolidated net SAlES............oooveveeveeiereeeeeeeeeeeee oo $§ 58697 $ 51,676 $ 7,021 13.6%

We experienced an increase of 7 percent in net sales in the medical equipment market in 2010 as a direct result of continued sales to
existing OEM customers and the addition of sales from our proprietary Cardiac Monitoring Devices, or CDMs, which we acquired in
the Datrix acquisition in the third quarter of 2009. The increase was partially offset by fourth quarter sluggishness discussed below.
Management believes there is an industry-wide trend toward further miniaturization and ambulatory operation enabled by wireless
connectivity, referred to as bio-telemetry, which resulted in further growth in our medical business. We have experienced solid growth
in our most advanced biotelemetry device, a continuous wireless glucose monitor, which we manufacture for a major medical OEM.
Additionally, we are actively involved with this customer for future development of next-generation wireless glucose monitors. We
are also working with our strategic partner, AME, on proprietary biotelemetry technologies that will enable us to develop new devices
that connect patients and care givers, providing critical information and feedback.

While we are seeing customers continue to reengage in all markets on new programs, persisting economic sluggishness has caused
many patients to delay discretionary medical procedures, and hospitals and doctors to cut back on purchases of legacy med-tech
products. During the course of the year, several large medical customers experienced temporary fluctuations in demand. As some
customers had inventory levels above their immediate needs, the Company experienced certain medical orders slowing in the fourth
quarter of 2010; however, the Company believes these deferrals are likely temporary.

Net sales in our hearing health business for the year ended December 31, 2010 increased 14 percent, respectively, from the same
period in 2009. The hearing health growth was primarily driven by a rebound in the hearing aid industry during the second half of
2010 coupled with pent-up demand. We believe our longer term prospects in our hearing health business remain strong as we continue
to develop advanced technologies, such as our nanoDSP™, Overtus, APT and Scenic products, which will enhance the performance
of hearing devices. In addition, we believe the market indicators in the hearing health industry, including the aging world population,
provide for long-term industry growth.

Net sales to the professional audio communications market increased 28 percent over the prior year, primarily through organic growth,
resulting from increased sales of headset devices to the installed sound market and communication devices to government agencies.
We believe our extensive portfolio of communication devices that are portable, smaller and perform well in noisy or hazardous
environments will provide for future long-term growth in this market. These products are well suited for applications in fire, law
enforcement, safety, aviation and military markets.

Gross Profit

Gross profit, both in dollars and as a percent of sales, for 2010 and 2009, were as follows:

2010 2009 Change
Percent of Percent of Yr-over-Yr
Dollars Sales Dollars Sales Dollars Percent
Gross profit.....c.ccoceeevvevereerinierencnnne. § 15,013 25.6% § 11,051 214% $ 3,962 4.2%

In 2010, gross profit increased primarily due to higher sales volumes and the impact of various profit enhancement programs. We have
various activities underway to further increase our gross profit, such as transferring our microphone and receiver production from our
Maine facility to our lower cost Singapore facility, increasing the percentage of IntriCon proprietary content in the devices we
manufacture and working to introduce Six Sigma lean manufacturing methods into key medical device product lines.
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Sales and Marketing, General and Administrative and Research and Development Expenses

Sales and marketing, general and administrative and research and development expenses for the years ended December 31, 2010 and
2009 were:

2010 2009 Change
Percent of Percent of Yr-over-Yr
Dollars Sales Dollars Sales Dollars Percent
Sales and marketing.........c.cccceeveennenee. $ 3,133 53% § 2,962 57% $ 171 (0.4%)
General and administrative................. 5,801 9.9% 5,374 10.4% 427 (0.5%)
Research and development ................ 4,485 7.6% 3,345 6.5% 1,140 1.1%

The increased sales and marketing expenses for 2010 as compared to the prior year period were driven by increases in royalties and
commissions as a result of higher revenues and additional sales expense from the August 2009 acquisition of Datrix. The increase in
general and administrative expenses was primarily driven by additional operating expenses from the acquisition of Datrix. The
increased research and development expenses as compared to the prior year were due to our continued emphasis on investing in
research and development projects to develop new products and proprietary technology to further enhance our product portfolio.

Interest Expense

Interest expense, net for 2010 was $655, a decrease of $181 from $836 in 2009. The reduction in interest expense, net was primarily
due to charges incurred in the August 2009 debt refinancing with PrivateBank and Trust Company. Additional 2009 interest charges
included $84 of deferred financing costs, $121 to terminate and settle the Bank of America interest rate swap and $62 in charges and
interest incurred to repurchase equipment under our Bank of America capital lease facility. These changes were partially offset by
higher 2010 interest rates in effect, as discussed below in “Liquidity and Capital Resources.”

Equity in Losses of Partnerships
The equity in losses of partnerships for 2010 was $135 compared to $150 in 2009.

The Company recorded a $191 decrease in the carrying amount of its investment in the Hearing Instrument Manufacturers Patent
Partnership (“HIMPP”) for 2010, reflecting amortization of the patents and other intangibles and the Company’s portion of the
partnership’s operating results for the year ended December 31, 2010, compared to a $202 decrease in the carrying amount of the
investment in 2009 for the amortization of the patents and other intangibles and the Company’s portion of the partnership’s operating
results for the year ended December 31, 2009.

The Company recorded a $56 and $53 increase in the carrying amount of IntriCon’s investment in a joint venture, reflecting the
Company’s portion of the joint venture’s operating results for year ended December 31, 2010 and 2009, respectively.

Other Expenses

In 2010, other expense was $4 compared to $220 in 2009. The other expense for 2009 primarily related to the costs associated with the
acquisition of Datrix. The 2010 expense primarily related to the losses on foreign currency exchange as a result of the exchange rate
changes in the Singapore dollar and Euro.

Income Taxes

Income taxes were as follows:

2010 2009

Income tax exXpense (DENETIL).....c.covicuiviiiiiiiiiecicietee ettt ettt eae et ens $ 145 % (34)
Percentage Of Pre-tax IIICOIIEC . c...eicviriieiireereeierreeieetesttesresstessaestestresssasssassserssessnesssrssesssessseenseessens 18.1% (1.9%)

The expense (benefit) in 2010 and 2009 was primarily due to foreign taxes on German and Singapore operations. The Company is in a
net operating loss position (“NOL”) for US federal income tax purposes and, consequently, minimal income tax expense from the
current period domestic operations was recognized. Our deferred tax asset related to the NOL carryforwards has been offset by a full
valuation allowance. We estimate we have approximately $17,900 of NOL carryforwards available to offset future federal income
taxes that begin to expire in 2022.
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Discontinued Operations
We recorded a loss from discontinued operations (electronics business) as follows:

2010 2009

Loss from discontinued Electronics Products Business..........c.coceevereriroinienenninenremneneieerenieneen, $ 294) $§ (2,119)

The 2010 net loss of $(294), or $(0.05) per diluted share, was primarily due to loss in operations, net of the $35 gain on sale of the
electronics business. The 2009 net loss of $(2,119), or $(0.39) per diluted share, was primarily due to an impairment charge associated
with challenges in the current economic environment and industry conditions resulting in the decision to not commit to future
investments, including research and development, in the Electronics Products segment, and ultimately divest the segment.

Results of Operations: 2009 Compared with 2008
Consolidated Net Sales

Consolidated net sales for the years ended December 31, 2009 and 2008 were as follows:

Change
2009 2008 Dollars Percent
IMEAICAL ..oiiveiiiieee ittt et b e et e e e rees $ 23,005 $ 20,133 $ 2,872 14.3%
Hearing Health .......c.c.ooveieiiiiiieieienieceeseceeceieev e 18,432 23,768 (5,336) (22.5%)
Professional Audio COMMUNICALIONS ......covveeerreieveeeieeeireeeereeeneesiveeanne 10,239 14,007 (3,768) (26.9%)
Consolidated NEt SAIES ...ovevieeveiieieiee et $ 51,676 $ 57,908 $ (6,232) (10.8%)

We experienced an increase of 14 percent in net sales in the medical equipment market in 2009 as a direct result of increased sales to
existing original equipment manufacturer, or OEM, customers. In 2009, we also entered the CDM market, with our acquisition of
Datrix, a supplier of patient monitoring devices.

Net sales in our hearing health business declined 23 percent from 2008 primarily due to lower demand from our customers in this
market and the completion of a one-time hearing health project in the 2008 first and second quarters (sales of $1.0 million in the first
and second quarters of 2008), which the customer took in-house in mid-2008.

Net sales to the professional audio communications market declined 27 percent over the prior year, primarily due to the challenging
economic environment.

Gross Profit

Gross profit, both in dollars and as a percent of sales, for 2009 and 2008, were as follows:

2009 2008 Change
Percent of Percent of Yr-over-Yr
Dollars Sales Dollars Sales Dollars Percent
Gross profit......cccecveececrnecencenen. $ 11,051 21.4% $ 14,657 253% (§ 3,606) (3.9%)

In 2009, gross profit dollars decreased primarily due to lower sales volume which caused under absorption of manufacturing overhead
during 2009 and general softness in hearing health and professional audio communications markets.

Sales and marketing, General and Administrative and Research and Development Expenses

Sales and marketing, general and administrative and research and development expenses for the years ended December 31, 2009 and
2008 were:

2009 2008 Change
Percent of Percent of Yr-over-Yr
Dollars Sales Dollars Sales Dollars Percent
Sales and marketing ...........cccocennen. $ 2962 57% $ 3,262 5.6% $ (300) 0.1%
General and administrative ............ 5,374 10.4% 5,850 10.1% (476) 0.3%
Research and development ............ 3,345 6.5% 3,248 5.6% 97 0.9%
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The decreased sales and marketing expenses for 2009 as compared to the prior year were primarily driven by decreases in royalties
and commissions as a result of lower revenues. The decrease in general and administrative expenses were driven by a cost reduction
program implemented in the first quarter by the Company in conjunction with the revenue decreases, as well as lower professional and
legal fees compared to the prior year. The increased research and development expenses as compared to the prior year were due to our
continued emphasis on investing in research and development projects to develop new products and technology to further enhance our
product portfolio.

Interest Expense

Interest expense, net for 2009 was $836, an increase of $158 from $678 in 2008. The increase in interest expense, net was due
primarily to charges related to the refinancing of the credit facility that were incurred in 2009 in connection with our new credit
facility obtained in connection with our Datrix acquisition and higher interest rates in effect on greater outstanding debt in 2009.

Equity in Losses of Partnerships
The equity in losses of partnerships for 2009 was $150 compared to $4 in 2008.

The Company recorded a $202 decrease in the carrying amount of its investment in the HIMPP for 2009, reflecting amortization of the
patents and other intangibles and the Company’s portion of the partnership’s operating results for the year ended December 31, 2009,
compared to a $145 decrease in the carrying amount of the investment in 2008 for the amortization of the patents and other intangibles
and the Company’s portion of the partnership’s operating results for the year ended December 31, 2008.

The Company recorded a $53 and $141 increase in the carrying amount of Tibbett’s investment in a joint venture, reflecting the
Company’s portion of the joint venture’s operating results for year ended December 31, 2009 and 2008, respectively.

Other Expenses

In 2009, other expense was $220 compared to $36 in 2008. The other expense for 2009 primarily related to the costs associated with
the acquisition of Datrix. The 2008 expense primarily related to the losses on foreign currency exchange as a result of the exchange
rate changes in the Singapore dollar and Euro.

Income Taxes

Income taxes were as follows:

2009 2008
Income tax eXpense (DEMETIL) ......ccuvieriesieiereitcieeiet ettt ettt ettt et st ee e ee e e neeee: $ 34 $ 265
Percentage Of Pre-tax IMCOIME ...oivvierverieririiieeietiete ittt ete st e e e eee e eseereeaest et et et es e e e eeeseeseseesaeeeneseeseean, (1.9%) 16.7%

The expense (benefit) in 2009 and 2008 were primarily due to foreign taxes on German and Singapore operations.

Discontinued Operations

We recorded a loss from discontinued operations (electronics business) as follows:
2009 2008

Loss from discontinued Electronics Products BUSINESS.............c.cvoveeviviriivieieeeeeieteeeoeeneeeeeeeeeeseeeseeeneeen: $§ (@119 § (276)

The 2009 net loss of $(2,119), or $(0.39) per diluted share, was primarily due to an impairment charge associated with challenges in
the current economic environment and industry conditions resulting in the decision to not commit to future investments, including
research and development, in the Electronics Products segment, and ultimately divest the segment. The 2008 net loss of $(276), or
$(0.05) per diluted share, was primarily due to loss in operations.

Liquidity and Capital Resources

Our primary sources of cash have been cash flows from operations, bank borrowings, and other financing transactions. For the last
three years, cash has been used for repayments of bank borrowings, the Datrix and Tibbetts acquisitions, purchases of equipment, and
working capital to support research and development.
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As of December 31, 2010, we had approximately $281 of cash on hand. Sources and uses of our cash for the year ended December 31,
2010 have been from our operations, as described below.

Consolidated net working capital increased to $8.6 million at December 31, 2010 from $8.5 million at December 31, 2009. Our cash
flows from operating, investing and financing activities, as reflected in the statement of cash flows for the years ended December 31,
are summarized as follows:

2010 2009 2008
Cash provided (used) by:
CONHNUING OPETALONS +...eeevvereiareaaiseseieseaeaiessiss sttt $ 1,616 $ 2,105 § 2452
IOVESHING ACHIVIEIES .ouvueveveveeieiriiiiiititccr et (1,043) (2,484) (98)
FINAncing aCtIVILIES .....cccorirririiiiiiiiiireeieiesi e (668) 523 (2,480)
Effect of exchange rate changes on cash ..o 9 ®) (6)
Increase (decrease) i Cash .....coovvrieeiiiiiiiiiii $ (104) $ 136 § (132)

Operating Activities. The most significant items that contributed to the $1,616 of cash provided by continuing operations were
depreciation and amortization of $2,601, stock option expense of $474 which are included in the net income of $361. These increases
were partially offset by changes in operating assets and liabilities, most notably increases in sales outstanding from 42 days at
December 31, 2009 to 48 days at December 31, 2010.

Investing Activities. Net cash used in investing activities consisted of purchases of property, plant and equipment of $1,811 partially
offset by net proceeds from the sale of the electronics business of $775. A significant portion of the purchases of the property, plant
and equipment related to the cash invested to fund the Singapore facility move discussed below.

Financing Activities. Net cash used in financing activities of $668 was comprised primarily of net payments of debt of $880.

Cash generated from operations may be affected by a number of factors. See “Forward Looking Statements” and “Item 1A: Risk
Factors” contained in this Form 10-K for a discussion of some of the factors that can negatively impact the amount of cash we
generate from our operations.

We had the following bank arrangements at December 31,

2010 2009

Total availability under existing faCIltIes .........cocovveiiurieiiiiei e $ 10,532 $ 12,376
Borrowings and commitments:

Domestic credit TACTIELY ...vivoveorrerieerenecrietii ittt 3,920 4,450

DOMIESTIC TEITIL LOAIIS +.eevveeeereeteeeeeesreeeeseieeessesreeseaesseesaesssaeesasbbeeeaaanneresentnsesossanansesarasasasssasasssseaasns 2,563 3,250

Foreign overdraft and letter of credit facility .........ooooveinieniii 1,377 678
Total borrowings and COMMILMENTS .........oiiiriirieriiiiiet ettt 7,860 8,378
Remaining availability under existing faCilities .........cooovrierienrecnini $ 2,672 $ 3,998

Domestic Credit Facilities

To finance a portion of the Datrix acquisition and replace the Company’s existing credit facilities with Bank of America, including
capital leases, the Company and its domestic subsidiaries entered into a three year credit facility with The PrivateBank and Trust
Company on August 13, 2009. The credit facility provides for:

. an $8,000 revolving credit facility, with a $200 subfacility for letters of credit. Under the revolving credit facility,
the availability of funds depends on a borrowing base composed of stated percentages of the Company’s eligible
trade receivables and eligible inventory, and eligible equipment less a reserve; and

. a $3,500 term loan.

Loans under the credit facility are secured by a security interest in substantially all of the assets of the Company and its domestic
subsidiaries including a pledge of the stock of its domestic subsidiaries. Loans under the credit facility bear interest at varying rates
based on the Company’s leverage ratio of funded debt / EBITDA, at the option of the Company, at:

. the London InterBank Offered Rate (“LIBOR”) plus 3.00% - 4.00%, or

* the base rate, which is the higher of (a) the rate publicly announced from time to time by the lender as its “prime
rate” and (b) the Federal Funds Rate plus 0.5%, plus 0.25% - 1.25% depending on the Company’s leverage ratio.
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Interest is payable monthly in arrears, except that interest on LIBOR based loans is payable at the end of the one, two or three month
interest periods applicable to LIBOR based loans. IntriCon is also required to pay a non-use fee equal to 0.25% per year of the unused
portion of the revolving line of credit facility, payable quarterly in arrears.

Weighted average interest on our domestic credit facilities (including prior facilities) was 5.06%, 4.07%, and 5.51% for 2010, 2009,
and 2008, respectively.

The outstanding balance of the revolving credit facility was $3,920 and $4,450 at December 31, 2010 and 2009, respectively. The total
remaining availability on the revolving credit facility was approximately $2,072 and $2,821 at December 31, 2010 and 2009,
respectively. The credit facility expires on August 13, 2012 and all outstanding borrowings will become due and payable.

The outstanding principal balance of the term loan is payable in quarterly installments of varying amounts ranging from $169 to $188.
Any remaining principal and accrued interest is payable on August 13, 2012. IntriCon is also required to use 100% of the net cash
proceeds of certain asset sales (excluding inventory and certain other dispositions), sale of capital securities or issuance of debt to pay
down the term loan.

The borrowers are subject to various covenants under the credit facility, including financial covenants relating to minimum EBITDA,
funded debt to EBITDA, fixed charge coverage ratio and capital expenditure financial covenants. Under the credit facility, except as
otherwise permitted, the borrowers may not, among other things: incur or permit to exist any indebtedness; grant or permit to exist any
liens or security interests on their assets or pledge the stock of any subsidiary; make investments; be a party to any merger or
consolidation, or purchase of all or substantially all of the assets or equity of any other entity; sell, transfer, convey or lease all or any
substantial part of its assets or capital securities; sell or assign, with or without recourse, any receivables; issue any capital securities;
make any distribution or dividend (other than stock dividends), whether in cash or otherwise, to any of its equityholders; purchase or
redeem any of its equity interests or any warrants, options ot other rights to equity; enter into any transaction with any of its affiliates
or with any director, officer or employee of any borrower; be a party to any unconditional purchase obligations; cancel any claim or
debt owing to it; make payment on or changes to any subordinated debt; enter into any agreement inconsistent with the provisions of
the credit facility or other agreements and documents entered into in connection with the credit facility; engage in any line of business
other than the businesses engaged in on the date of the credit facility and businesses reasonably related thereto; or permit its charter,
bylaws or other organizational documents to be amended or modified in any way which could reasonably be expected to materially
adversely affect the interests of the lender. In March 2010, the Company entered into an amendment with The PrivateBank to waive
certain covenant violations at December 31, 2009 and January 31, 2010 and reset certain covenant thresholds defined in the
original agreement. The Company was in compliance with all applicable covenants under the credit facility, as amended, as of
December 31, 2010.

Upon the occurrence and during the continuance of an event of default (as defined in the credit facility), the lender may, among other
things: terminate its commitments to the borrowers (including terminating or suspending its obligation to make loans and advances);
declare all outstanding loans, interest and fees to be immediately due and payable; take possession of and sell any pledged assets and
other collateral; and exercise any and all rights and remedies available to it under the Uniform Commercial Code or other applicable
law. In the event of the insolvency or bankruptcy of any borrower, all commitments of the lender will automatically terminate and all
outstanding loans, interest and fees will be immediately due and payable. Events of default include, among other things, failure to pay
any amounts when due; material misrepresentation; default in the performance of any covenant, condition or agreement to be
performed that is not cured within 20 days after notice from the lender; default in the performance of obligations under certain
subordinated debt, which includes the Company’s note payable to the former shareholder of Datrix (including actual or attempted
termination of a subordination agreement with the former sharcholder of Datrix); default in the payment of other indebtedness or other
obligation with an outstanding principal balance of more than $50, or of any other term, condition or covenant contained in the
agreement under which such obligation is created, the effect of which is to allow the other party to accelerate such payment or to
terminate the agreements; a breach by a borrower under certain material agreements, the result of which breach is the suspension of
the counterparty’s performance thereunder, delivery of a notice of acceleration or termination of such agreement; the insolvency or
bankruptcy of any borrower; the entrance of any judgment against any borrower in excess of $50, which is not fully covered by
insurance; any divestiture of assets or stock of a subsidiary constituting a substantial portion of borrowers’ assets; the occurrence of a
change in control (as defined in the credit facility); certain collateral impairments; a contribution failure with respect to any employee
benefit plan that gives rise to a lien under ERISA; and the occurrence of any event which lender determines could be reasonably
expected to have a material adverse effect (as defined in the credit facility).

Upon termination of the Bank of America credit facility, the Company was required to settle the outstanding obligations of $121 for
the liability related to its interest rate swap agreement with Bank of America and recognize the corresponding charge of $121 in
interest expense in the three month period ended September 30, 2009, which was previously included in accumulated other
comprehensive loss. In addition, the Company expensed the remaining deferred financing costs of $86 related to the Bank of America
facility, which was also included in interest expense in period ended December 31, 2009.
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The prior credit facility with Bank of America provided for:

. a $10,000 revolving credit facility, with a $200 subfacility for letters of credit. Under the revolving credit facility,
the availability of funds depends on a borrowing base composed of stated percentages of our eligible trade
receivables and eligible inventory, less a reserve.

. a $4,500 term loan, which was used to fund the Company’s May, 2007 acquisition of Tibbetts Industries, Inc.

Loans under the credit facility were secured by a security interest in substantially all of the assets of the borrowers including a pledge
of the stock of the subsidiaries. All of the borrowers were jointly and severally liable for all borrowings under the credit facility.

In June 2008, the Company completed a sale-leaseback of machinery and equipment with Bank of America. The transaction generated
proceeds of $1,098, of which $1,013 was used to pay down the domestic term loan. The facility was repaid on August 13, 2009 with
proceeds borrowed under the new PrivateBank facility.

Foreign Credit Facility

In addition to its domestic credit facilities, the Company’s wholly-owned subsidiary, IntriCon, PTE LTD., entered into an international
senior secured credit agreement with Oversea-Chinese Banking Corporation Ltd. that provides for a $1,977 line of credit. Borrowings
bear interest at a rate of .75% to 2.5% over the lender’s prevailing prime lending rate. Weighted average interest on the international
credit facilities was 4.14%, 5.31% and 5.84% for the years ended December 31, 2010, 2009 and 2008. The outstanding balance was
$1,377 and $678 at December 31, 2010 and 2009, respectively. The total remaining availability on the international senior secured
credit agreement was approximately $600 and $1,177 at December 31, 2010 and 2009, respectively.

The Company relocated its Singapore facility during the 2010 fiscal year, as required by the Singapore government, which is
redeveloping the land where the former Singapore facility was located. In connection with the relocation, the Company entered into a
lease agreement for a new facility in Singapore. The new lease agreement includes a five year term which commenced October 2010
with monthly rental payments ranging from approximately $25 to $35 over the term of the lease. Further, the international credit
agreement was modified in August 2010 to allow an additional $370 in borrowing under the existing borrowing base to fund the
Singapore facility relocation. The borrowings are required to be repaid over a three year period.

Datrix Note

As discussed above, in connection with the Company’s acquisition of Datrix, the Company issued a subordinated, non-negotiable
promissory note dated August 13, 2009 to the former shareholder of Datrix, in the principal amount of $1.05 million. The Datrix note
bears interest at an annual rate of 6%, provided, however, that upon the occurrence and during the continuance of an event of default
(as defined in the Datrix note), at the holder’s option, the outstanding principal amount under the Datrix note will bear interest at an
annual rate of 10%. The principal amount of the Datrix note is due and payable in three equal annual installments of $350 beginning
on August 13, 2010 plus accrued and unpaid interest. The first installment of $350 plus interest was made during 2010. Amounts
outstanding under the Datrix note will automatically become immediately due and payable upon the sale of assets of the Company
attributable to 90% or more of the Company’s consolidated sales volume or upon the direct or indirect acquisition of beneficial
ownership of 50% or more of the combined voting power of the Company’s then-outstanding voting securities. Amounts owed under
the Datrix note are unsecured and subordinated to the Company’s obligations pursuant to the credit facility discussed above.

The Company has the right to withhold and set off against amounts due under the Datrix note for certain claims for indemnification
pursuant to the agreement governing the Company’s acquisition of Datrix. Upon the occurrence and during the continuance of an
event of default, the holder may, among other things, declare the entire unpaid principal balance of the Datrix note, together with all
accrued interest, immediately due and payable. Immediate acceleration of such amounts will occur automatically in the event of the
Company’s insolvency or bankruptcy. Events of default include, among other things, the Company’s failure to pay amounts due under
the Datrix note and such failure continues for 10 days; the insolvency or bankruptcy of the Company; the Company’s liquidation,
winding up, dissolution, or suspension of operations in excess of 90 days; and the occurrence and continuation of an event of default
as set forth in the Company’s credit facility.

We believe that funds expected to be generated from operations, the available borrowing capacity through our revolving credit loan
facilities and the control of capital spending will be sufficient to meet our anticipated cash requirements for operating needs for at least
the next 12 months. If, however, we do not generate sufficient cash from operations, or if we incur additional unanticipated liabilities,
we may be required to seek additional financing or sell equity or debt on terms which may not be as favorable as we could have
otherwise obtained. No assurance can be given that any refinancing, additional borrowing or sale of equity or debt will be possible
when needed or that we will be able to negotiate acceptable terms. In addition, our access to capital is affected by prevailing
conditions in the financial and equity capital markets, as well as our own financial condition. While management believes that we will
be able to meet our liquidity needs for at least the next 12 months, no assurance can be given that we will be able to do so.
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Contractual Obligations

The following table represents our contractual obligations and commercial commitments, excluding interest expense, as of December
31, 2010.

Payments Due by Period
Less than More than

Contractual Obligations Total 1 Year 1-3 Years 4-5 Years 5 Years
Domestic credit fACIILY ....oveveveerrrieerirerieieeie e, $ 3920 $ — $ 390 $ — 3 —
Domestic term Loan .........cccoovvvieeieeioeenieeneresrcneeceneneennne 2,563 713 1,850 — —
Domestic note payable ..o 700 350 350

Foreign overdraft and letter of credit facility .................... 1,377 1,033 344 — —
Partnership payable .........cocovevivinininiiiiiiiieecene, 500 260 240 — —
Pension and other post retirement benefit obligations ....... 1,429 255 396 369 409
Operating [€aSes .......covvevuriiiiiiiiniiiiiee e, 4,649 1,318 1,662 1,398 271
Total contractual cash obligations ..........ccccccecnvierinininnns, $ 15,138 § 3929 $§ 8762 § 1,767  $ 680

There are certain provisions in the underlying contracts that could accelerate our contractual obligations as noted above.

Foreign Currency Fluctuation

Generally, the effect of changes in foreign currencies on our results of operations is partially or wholly offset by our ability to make
corresponding price changes in the local currency. From time to time, the impact of fluctuations in foreign currencies may have a
material effect on the financial results of the Company. Foreign currency transaction amounts included in the statements of operation
include losses of $134, $13 and $77 in 2010, 2009 and 2008, respectively. See Note 11 to the Company’s consolidated financial
statements included herein.

Off-Balance Sheet Obligations

We had no material off-balance sheet obligations as of December 31, 2010 other than the operating leases disclosed above.
Related Party Transactions

For a discussion of related party transactions, see Note 15 to the Company’s consolidated financial statements included herein.
Litigation

For a discussion of litigation, see “Item 3. Legal Proceedings” and Note 14 to the Company’s consolidated financial statements
included herein.

New Accounting Pronouncements

See “New Accounting Pronouncements” set forth in Note 1 of the Notes to the Consolidated Financial Statements under Item 8 of this
Annual Report on Form 10-K, for information pertaining to recently adopted accounting standards or accounting standards to be
adopted in the future.

Critical Accounting Policies and Estimates

The significant accounting policies of the Company are described in Note 1 to the consolidated financial statements and have been
reviewed with the audit committee of our Board of Directors. The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expense during the reporting period.

Certain accounting estimates and assumptions are particularly sensitive because of their importance to the consolidated financial
statements and possibility that future events affecting them may differ markedly. The accounting policies of the Company with
significant estimates and assumptions are described below.
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Revenue Recognition

The Company recognizes revenue when products are shipped and the customer takes ownership and assumes risk of loss, collection of
the relevant receivable is probable, persuasive evidence of an arrangement exists and the sales price is fixed or determinable. Under
contractual terms shipments are generally FOB shipping point.

Customers have 30 days to notify the Company if the product is damaged or defective. Beyond that, there are no significant
obligations that remain after shipment other than warranty obligations. Contracts with customers do not include product return rights,
however, the Company may elect in certain circumstances to accept returns of products. The Company records revenue for product
sales net of returns. Sales and use tax are reported on a net basis, excluding them from sales and cost of sales.

In general, the Company warrants its products to be free from defects in material and workmanship and will fully conform to and
perform to specifications for a period of one year. While the Company’s warranty costs have historically been within its expectations,
the Company cannot guarantee that it will continue to experience the same warranty return rates or repair costs that it has experienced
in the past.

Accounts Receivable Reserves

This reserve is an estimate of the amount of accounts receivable that are uncollectible. The reserve is based on a combination of
specific customer knowledge, general economic conditions and historical trends. Management believes the results could be materially
different if economic conditions change for our customers.

Inventory Valuation

Inventory is recorded at the lower of our cost or market value. Market value is an estimate of the future net realizable value of our
inventory. It is based on historical trends, product life cycles, forecasts of future inventory needs and on-hand inventory levels.
Management believes reserve levels could be materially affected by changes in technology, our customer base, customer needs,
general economic conditions and the success of certain Company sales programs.

Goodwill and Intangible Assets

Considerable management judgment is necessary in estimating future cash flows and other factors affecting the valuation of goodwill
and intangible assets, including the operating and macroeconomic factors that may affect them. The Company uses historical financial
information, internal plans and projections and industry information in making such estimates. The Company did not recognize any
impairment charges for goodwill or intangible assets during fiscal 2010, 2009 or 2008, other than that related to discontinued
operations described in Note 2 to the Company’s financial statements. While the Company currently believes the expected cash flows
from these assets exceeds the carrying amount, materially different assumptions regarding future performance and discount rates could
result in future impairment losses. In particular, if the Company no longer believes it will achieve its long-term projected sales or
operating expenses, the Company may conclude in connection with any future impairment tests that the estimated fair value of its
goodwill, including intangible assets, are less than the book value and recognize an impairment charge. Such impairment would
adversely affect the Company’s earnings.

Long-lived Assets

The carrying value of long-lived assets is periodically assessed to insure their carrying value does not exceed the undiscounted cash
flows expected to be generated from their expected use and eventual disposition. This assessment includes certain assumptions related
to future needs for the asset to help generate future cash flow. Changes in those assessments, future economic conditions or
technological changes could have a material adverse impact on the carrying value of these assets.

Deferred Taxes

The ultimate realization of deferred tax assets is dependent upon the generation of future taxable income during the periods in which
those temporary differences become deductible. Management considers the scheduled reversal of deferred tax liabilities and projected
future taxable income in making this assessment. Actual future operating results, as well as changes in our future performance, could
have a material impact on the valuation allowance.
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Employee Benefit Obligations

We provide retirement and health care insurance for certain domestic retirees and employees. We measure the costs of our obligation
based on our best estimate. The net periodic costs are recognized as employees render the services necessary to earn the post-
retirement benefit. Several assumptions and statistical variables are used in the models to calculate the expense and liability related to
the plans. We determine assumptions about the discount rate, the expected rate of return on plan assets and the future rate of
compensation increases. The actuarial models also use assumptions on demographic factors such as retirement, mortality and turnover.
Changes in actuarial assumptions could vary materially from actual results due to economic events and different rates of retirement,
mortality and withdrawal.

ITEM 7A. Quantitative and Qualitative Disclosures About Market Risk

Our consolidated cash flows and earnings are subject to fluctuations due to changes in foreign currency exchange rates and interest
rates.

Foreign Currency Risk

We attempt to limit our exposure to changing foreign currency exchange rates through operational and financial market actions. We
do not hold derivatives for trading purposes.

We manufacture and sell our products in a number of locations around the world, resulting in a diversified revenue and cost base that
is exposed to fluctuations in European and Asian currencies. This diverse base of foreign currency revenues and costs serves to create
a hedge that limits our net exposure to fluctuations in these foreign currencies.

Short-term exposures to changing foreign currency exchange rates are occasionally managed by financial market transactions,
principally through the purchase of forward foreign exchange contracts (with maturities of six months or less) to offset the earnings
and cash flow impact of the nonfunctional currency denominated receivables and payables relating to select contracts. The decision by
management to hedge any such transaction is made on a case-by-case basis. Foreign exchange forward contracts are denominated in
the same currency as the receivable or payable being covered, and the term and amount of the forward foreign exchange contract
substantially mirrors the term and amount of the underlying receivable or payable. The receivables and payables being covered arise
from bank debt, trade and intercompany transactions of and among our foreign subsidiaries. At December 31, 2010, we did not have
any forward foreign exchange contracts outstanding. We cannot assure you that foreign currency fluctuations will not have a material
adverse impact on our financial condition and results of operations.

All assets and liabilities of foreign operations with foreign functional currency are translated into U.S. dollars at prevailing rates of
exchange in effect at the balance sheet date. Revenues and expenses are translated using average rates of exchange for the year. The
functional currency of the Company’s German operations is the European Euro. As of January 1, 2006, the functional currency of the
Company’s Singapore operations changed from the Singapore dollar to the U.S. dollar. Adjustments resulting from the process of
translating the financial statements of foreign subsidiaries into U.S. dollars are reported as a separate component of shareholders’
equity, net of tax, where appropriate. Foreign currency transaction amounts included in the statements of operation include losses of
$134, $13 and $77 in 2010, 2009 and 2008, respectively.

For more information regarding foreign currency risks, see “Foreign Currency Fluctuation — Item 7 of this Annual Report on
Form 10-K.

Interest Rate Risk

From time to time, the Company uses derivative financial instruments in the form of interest rate swaps in managing its interest rate
exposure. The Company does not hold or issue derivative financial instruments for trading purposes. When entered into, the Company
formally designates the derivative financial instrument as a hedge of a specific underlying exposure if such criteria are met, and
documents both the risk management objectives and strategies for undertaking the hedge. The Company formally assesses, both at
inception and at least quarterly thereafter, whether the derivative financial instruments that are used in hedging transactions are
effective at offsetting changes in either the fair value or cash flows of the related underlying exposure. Because of the high correlation
between the derivative financial instrument and the underlying exposure being hedged, fluctuations in the value of the derivative
financial instruments are generally offset by changes in the fair values or cash flows of the underlying exposures being hedged. Any
ineffective portion of a derivative financial instrument’s change in fair value would be immediately recognized in earnings. At
December 31, 2010, we did not have any interest rate swap contracts outstanding.
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ITEM 8. Financial Statements and Supplementary Data

Management’s Report on Internal Control over Financial Reporting

Management of IntriCon Corporation and its subsidiaries (“the Company”) is responsible for establishing and maintaining adequate
internal control over financial reporting, as such term is defined in Rules 13a-15(f) of the Securities Exchange Act of 1934. The
Company’s internal control over financial reporting is designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. The Company’s internal control over financial reporting includes those policies and procedures that (1) pertain to
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
Company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of the financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the Company are being
made only in accordance with authorizations of management and directors of the Company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use or disposition of the Company’s assets that could have a
material effect on the financial statements.

Because of inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of
any evaluation of the effectiveness of internal control over financial reporting to future periods are subject to the risk that the controls
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

The Company’s management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31,
2010, using criteria set forth in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Based on this assessment, the Company’s management believes that, as of December 31, 2010, the
Company’s internal control over financial reporting was effective based on those criteria.

This annual report does not include an attestation report of the Company’s registered public accounting firm regarding internal control
over financial reporting. Management’s report was not subject to attestation by the Company’s registered public accounting firm
pursuant to a provision of the Dodd Frank Act, which eliminated such requirement for “smaller reporting companies,” as defined in
SEC regulations, such as IntriCon.

There were no changes in our internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under
the Exchange Act) during the most recent fiscal quarter covered by this report that would have materially affected, or are reasonably
likely to materially affect, the Company’s internal control over financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Shareholders, Audit Committee and Board of Directors
IntriCon Corporation and Subsidiaries
Arden Hills, MN

We have audited the accompanying consolidated balance sheets of IntriCon Corporation and Subsidiaries as of December 31, 2010
and 2009, and the related consolidated statements of operation, shareholder’s equity and comprehensive income (loss), and cash flows
for the years ended December 31, 2010, 2009 and 2008. These consolidated financial statements are the responsibility of the
company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement. The company is not required to have, nor were we engaged to perform, an audit of its
internal control over financial reporting. Our audits included consideration of its internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management as well as evaluating the overall
consolidated financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
IntriCon Corporation and Subsidiaries as of December 31, 2010 and 2009 and the results of their operations and cash flows for the
years ended December 31, 2010, 2009 and 2008, in conformity with U.S. generally accepted accounting principles.

/s/ Baker Tilly Virchow Krause, LLP

Minneapolis, Minnesota
March §, 2011
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IntriCon Corporation
Consolidated Statements of Operations
(In Thousands, Except Per Share Amounts)

Years ended December 31 2010 2009 2008
SALES, TICE.....vvieeeeeeeeetirieteteateteee e ettt e s e et seses ettt r R bRt r e bbb bR $ 58,697 $ 51,676 57,908
COSES OF SALES 1.vvvereeeeeeeeeeeee e e etr e s eeaeeeetsesessaeaneesesbeeenbeeeasteesrbeaeanessrabeestbeeaabaassbeanseeeasses 43,684 40,625 43251
GIOSS PIOTIE c1.vcveeeeiiririe it 15,013 11,051 14,657
Operating expenses:
Sales and MATKEtNG ....covevvrerereieireiiiiinit et 3,133 2,962 3,262
General and admMINISIEATIVE ..vveieevereireiiireeeeirieaesirreeesereeesstreeesesressossrsesesstbeessnsnssaesnsns 5,801 5,374 5,850
Research and development ..........ccciiiiiiiinieiiniiiiinis e, 4,485 3,345 3,248

Total OPETAtiNg EXPENSES .......cveviriereretitirereseres ittt 13,419 11,681 12,360
Operating inCOME (10SS)....c.cuivirimmmieiiiiiiiiire ettt 1,594 (630) 2,297
IDEETESE EXPETISE ..everevieieieniarererieieinirese it et e s sre bbb es e bbbt (655) (836) (678)
Equity in 108$ Of partnerships ..........cocovoeueiemmeniiseiec s (135) (150) “
OthET EXPEIISE, NMEL ..vevveeiiiiiuisiiire s sttt 4) (220) (36)
Income (loss) from continuing operations before income taxes and discontinued

OPETALIONS 1. vevvvteniaiereeeee ittt d e b bbb 800 (1,836) 1,579
Income tax (expense) Benefit.... ..o, (145) 34 (265)
Income (loss) before discontinued OPErations ..........ccvvvereririeeeniinnneriican, 655 (1,802) 1,314
Loss from discontinued operations, net of iINCOIME tAXES ....civveeveirirniininienienieeecneean, (329) (2,119) (276)
Gain on sale of discontinued operations, net of inCOmME taxes .......c.ocveviviieinencecnnenne. 35 — —
NEt INCOME (LOSS)..uvvivrerererrereriierereeuetiteaiitnan et ese st ee e b s bbb et $ 361 $ (3,921) 1,038
Basic income (loss) per share:

COoNtINUING OPETALIONS -....veveneeiireneirieiiitecrt e $ A2 08 (.34) 25

DiscONtiNUEd OPETALIONS ... c.vveverieiereeeciiiiiiitiicrtriese sttt (.05) (.39) (.05)

NEt INCOME (JOSS) ..vvvveererereeerererieiereemcieiisiess ittt e et bbb es e $ 07 % (.73) .20
Diluted income (loss) per share:

CONtINUING OPETALIONS «...oveeerreecieienieteie et eb ettt $ A2 (:34) 24

DiscontiNUEd OPEIALIONS .......cciiiiiiriitiiiiriiiteei e e (.05) (.39) (.05)

Net iNCOME (LOSS) ..uvvevereererererietereueeiinieserememeneeeesesesnas s sssas st ssss sttt eb e $ 07 3 (.73) 19

See accompanying notes to the consolidated financial statements.
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At December 31,

IntriCon Corporation
Consolidated Balance Sheets
(In Thousands, Except Per Shar¢ Amounts)

Current assets:

RESIIICEEA CASN . .coiiiiiiiieii ettt ce e e e e ee et a e e e e e s see s tbsabaeesaeaassesssssbassasaesasssnserareeessesasnrsnrane
Accounts receivable, less allowance for doubtful accounts of $219 at December 31, 2010 and $226
At DECEmDEr 31, 2000, ettt e e e e e e bt e e s e bt e e e e e ta e e e s raraeeeananeesnnrananan

Inventories.....

RefUNAADIE INCOIME TAKES .oieieieereirriieieeeeeeieieieeeeeeeeeesireeeeeeeeeesessabreressesessiesassrsareeseeesssassrasanaesssesasnssrnnnns
(011115 01019 4= 1 1A 1oL - ST OO O U

Current assets

of discONtiNUEd OPETALIONS. ...c..eeviiietieierieieieerteit ettt s sneaenea

T OtA]l CUITENT ASSELS .vvvvvvrrererirerririrrrersetrnrrsrserersesesasassesssarasasassereassrerereresnererstesssrstsssssssssessarasasssensns

Machinery and EQUIPINENE ......c.cveuerieieiererterieieeete et et et steteneeteseetentebeseesteseesestesessessassesesaeasanterens
Less: Accumulated depreCiation ... ....evveceieeuereieerieeieeieeieeresne ettt eseeeree e eseeeteesnesereseneeseesecarens
Net machinery and SqUIPIMENT .........coevveieverieieertiereieerreter et s sie s re b es b b s erssnis

Goodwill.......
Investment in

PATENETSIIDS .evveveeeienierii ettt ettt sttt b e bt sre bt et sb et e b sane b e enneenesernes

Other assets of discontinued OPETAtIONS.........cocceeririirierinirti e s
OFRET @SSEES, 11T .. uveiiiietieeiiirereeeiitteeeeetteeeestveeesesstesesraraeeeessreasaassesesesatesseaasetesaesssseseassaseseisssesesnraeseressses

Total assets ...

Current liabilities:

Checks Written 1N €XCESS OF CASI ...veoiiiiiiiiiieiicccecte ettt err et se e s e e naeste e beebeeseeesaens
Current maturities of Iong-term debt ..........ocovvicierrieiieeie ettt sttt e s e e b e seeeneens
ACCOUNLS PAYADIE ...ttt et e e sab e sme e ebe e ebtesabeean e e s e esaesaeesenesaneeae e reeantes
Accrued salaries, wages and COMIMISSIONS -....eerveererrieerireieeteerteeieeteeteeteesreeseeseeesaestesaseeresoreronsennens

Deferred gain

Partnership PAYADIE. .......cccveiiriirertrierte ettt et sas e
INCOME tAXES PAYADIC. ... .eeeiiiieiieiie ettt et e bt et e e e s esbeesbee st e eenesebeesbe e re s seeneenneenereneenn
Liabilities of diScontinUed OPEIatiOnS......c..eevveerrierrerereeneeiterrer e e esireneeere st sasesas e et srae s e sasesieens
Other aCCTUEA HADIIIHES ....c..eeteieriieiieieie ettt ettt et s e sa s saeeseebeebenaesatsteone

Total current HabilItIes . .....ccciverieieiier ettt et s eane s

Long-term debt, 1ess CUTTENT MATUTITIES ...ccveeueeieiereieierieie ettt ettt e a e
Other postretirement benefit OblIZATIONS ........cc.eoerieriiiiiierieceerertrc et s ens
Long-term partnership payable ...
Deferred INCOME TAXES ....veevrirriitienieieeieeteeteete et ete et eer s e s reesrs e e s sse et e sabesasbessssas e bessasesasesbs et s saren
Accrued pension Habilities ..........cocieriieieriiiieeierececc et

Deferred gain

Other 10ng-term HAbIlITIES. .....ceiuiiiieieieieeeeeee ettt st et sa e sae b s
TOtAL THADIIILIES «...evevveereierieienietesieteeerest et sttt b e sttt re st ekttt e s sne et s sasmcenenes

Commitments and contingencies (note 14)

Shareholders’

equity:

Common stock, $1.00 par value per share; 20,000 shares authorized; 6,073 and 5,986 shares issued,

5,557 and 5

,470 shares outstanding at December 31, 2010 and 2009, respecti Vely ...........................

Additional paid-in CAPItAL ......cc.evveriieriiiiieiiereere et ertr et ees e eeree st ettt et e s re st re b e ne e e beeseaesbeenbaenees
Accumulated defiCit........cooviriiiiiiiet e
Accumulated other comprehensive LoSS........coovviiiiiiiiiiinicniicin s eeree et aeene
Less: 516 common shares held in treasury, at COSt.......oovviriiiiiriirerimeriierererrre et csaeesnreenne

Total shareholders’ equity .........ccccoveveeriiniciriicrnr e, ettt sae e
Total liabilities and shareholders’ equity ........ccocvericiiiininininiiiii e

See accompanying notes to the consolidated financial statements.
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2010 2009

$ 281 385
478 406
8,228 7,084
8,331 8,221
— 63

446 816

_ 1,140
17,764 18,115
36,610 35,516
30,184 28,725
6,426 6,791
9,709 9,717
1,109 1,237
— 142
1,259 1,361

$ 36,267 37,363
$ 409 102
2,095 1,709
3,161 3,637
1,593 1,231
110 110

260 260

24 —

— 926
1,497 1,636
9,149 9,611
6,465 7,730
710 756
240 500
169 129

464 543
495 605

4 _
17,696 19,874
6,073 5,986
15,644 14,987
(1,644) (2,005)
(237) (214)
(1,265) (1,265)
18,571 17,489
$ 36,267 37,363




IntriCon Corporation
Consolidated Statements of Cash Flows (In Thousands)

Years ended December 31, 2010 2009 2008
Cash flows from operating activities:
NEt INCOME (J0SS) «..vvvirveiiiirierererisiereseete e st eres ettt sees et n e s st st sa s esesees $ 361 $§  (3921) S§ 1,038
Adjustments to reconcile net income to net cash provided by operating activities:
Gain on sale of discontinued OPErations........c.cceveverieriiiiiiriiniiiiie s (35) — —
Loss on impairment of long lived assets and goodwill ..........ccccooooeininiiiiiiniinns, — 910 —
Depreciation and amortiZation .........c.cccceevreviiiiieicirirniiine e, 2,601 2,470 2,426
Stock-based COMPENSALION ....c..eeuvieieriiriieiiiiii ittt e, 474 561 526
Loss (gains) on sale of property and equipment...........cccocoviineviniinninicic, 28 (51) 2)
DETEITEA LAXES ..eiivvieeriiiiiieietie et e eieeeecreseiae et esabeesbeesresesaeeestneesbatessabesstbesennesaasseens 40 27) 66
Change in deferred Zain .........ccccoiviiiiiiniiiiiiiii e (110) (166) (110)
Allowance for doubtful aCCOUMLS ........evvirieriirieiiiriiiiii e 7 9 130
Allowance for Note reCeivable.........ooviivririeiiiieeie it — — (225)
Equity in 10oss of partnerships ........cccovviiiiriiiiininiiii e, 135 150 4
Changes in operating assets and liabilities:
ACCOUNTS TECEIVADIE ...c.viitiitieiicce ettt (1,192) 1,763 (1,248)
TIIVEIIEOTIES o.eveivviievieerieveeereesreeeseeeeeseeesae et saees s e esaesibesateeaes et eenetsenesanesatesbesebaesaseans (164) 729 949
OtNET ASSEES cuvevreireeiirecriaeti e e rre ettt s b st e s esane st beestbesbaesabesraesatssas s ae e sanenans 159 201 507
ACCOUNES PAYADLE ...ttt et (468) 743 (823)
ACCIUEA EXPEIISES ..uvivveivienienierieeerestesteeteeseetesseste et creenesaeeutesaentotesnesaesesssenesasennes (223) (1,249) (554)
Customers advance payments 0n CONIACES.......ccoeeviiiiiniiiniiiniinin i — — (190)
Other THABIIITIES ...vvivieiirieeieeiieieeeiete ettt ettt s n et sre et eae s ebesasennens 17 a7 (42)
Net cash provided by continuing Operations..........coceecveverieeiianieneineiecrreesesne e 1,616 2,105 2,452
Cash flows from investing activities:
Purchases of property, plant and eqUIPMENt.........cc.cocieivviciiiinniii i, (1,811) (1,467) (1,473)
Cash paid for acquisitions, net of cash received........cocovvvevrreinininnicniiie, —_ (1,342) —
Proceeds from dividend received from joint VeNture .........c.cocccovvcveeiiiiccncincniincnnn, — — 200
Proceeds from sales of property, plant and equUIpmMeEnt.........c.coevvvceoreniirieriicrenenneenn, — 100 1,100
Proceeds from sale of discontinued operations, Net .........ccccevviiviiiiiiiicniiiniiinnn, 775 — —
Proceeds from note receivable .......oooviiiiiiiiie e, — 225 75
10715153 SO SO SO OO OO PRSPPSO POTP RO POTPTOPPRRPRROY (@) — —
Net cash used by INVESING ACHVIEIES .ooveiviiiiiieiieeiieecteeecee e (1,043) (2,484) 98)
Cash flows from financing activities:
Proceeds from stock purchases and exercise of stock options ........c.ceeceeveevirevcnnnne 261 152 237
Repayments of sShort-termm bOITOWINGS .......ccvevviviiiiiiiiciiin e — — (371)
Proceeds from 1long-term DOITOWINES ......coevvivviviiiiiiiiiniiiciiceicre e 12,194 17,813 14,752
Repayments of long-term debt ......c..cccovivviiiniiiiiiiii (13,074) (17,180) (16,664)
Payments of partnership payable ... (260) (260) (260)
Change in restricted Cash.......ooovieininiieiniciiiicccre e, (96) &) 3)
Change in checks written in excess of cash.............cco, 307 6 (171)
Net cash (used) provided by financing activities ..........ccceoueereriererercieninincncienenennenn, (668) 523 (2,480)
Effect of exchange rate changes on cash ..., 9) ®) (6)
Increase (Aecrease) N CASH .....oceiiiiriiiiieccce et (104) 136 (132)
Cash beginning Of YEAT .......cocoiiiiiiiiiiiiiiiite e, 385 249 381
Cash €nd OF YEAT .....cveuiriiieeietterce ettt ettt $ 281 9§ 385 § 249

See accompanying notes to the consolidated financial statements.
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IntriCon Corporation

Consolidated Statements of Shareholders’ Equity and Comprehensive Income (Loss)

Balance December 31, 2007 ...
Exercise of stock options....
Shares issued under the Employee Stock Purchase

Plan

Officer Stock Purchase Program............ccccevevvneervrunnnnnas

Stock option expense
Net income
Change in fair value of interest rate swap, net of
income taxes of $0............ceeeee
Translation loss, net of income taxes o
Comprehensive income
Balance December 31, 2008
Shares issued for the purchase of Datrix ..
Shares issued under the Employee Stock Purchase
Plan oo
Shares issued in lieu of cash for services .
Shares issued under the Non-employee Director and
Exec. Officer Stock Purchase Program ............c.......
Stock option expense
Net loss
Change in fair value of interest rate swap, net of
income taxes of $0 et a et
Translation gain, net of income taxes of $0 .
Comprehensive loss

Balance December 31, 2009 ...
Exercise of stock options
Shares issued under the Employee Stock Purchase
Plan....
Shares issued in lieu of cas
Stock option expense
Net InCOme .....cccvemererereieeenranens
Change in fair value of interest rate swap, net of
income taxes of $0
Translation loss, net of income taxes of $0
Comprehensive income

Balance December 31, 2010 .....ccocevreceeeieciecveerevienes

See accompanying notes to the consolidated financial statements.

(In Thousands)
Common
Stock Common Accumulated
Number Stock Additional Other Total
of $ Paid-in Retained Comprehensive Comprehensive Treasury  Shareholders’
Shares Amount Capital Deficit Loss Income (loss) Stock Equity
5814 § 5814 § 13392 § 878  § (221) $ (1,265) $ 18,598
3 3 5 8
34 34 173 207
2 2 10 12
5 5 16 21
526 526
1,038 $ 1,038 1,038
(57) (57) (57)
(40) (40) (40)
$ 941
5858 $§ 5858 $ 14,122 § 1916 $ (318) $ (1,265) % 20,313
75 75 195 270
30 30 60 90
3 3 7 10
20 20 42 62
561 561
(3,921) $ (3,921) (3,921)
102 102 102
2 2 2
$ (3,817)
598 $ 598 $§ 14987 $§ (2,005 $ (214) $ (1,265) $ 17,489
69 69 126 195
15 15 50 65
3 3 7 10
474 474
361 3 361 361
35 35 35
(58) (58) (38)
$ 338
6073 § 6073 $ 15644 § (1,644 $ 237 $ (1,265) $ 18,571
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Notes to Consolidated Financial Statements (In Thousands, Except Per Share Data)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Headquartered in Arden Hills, Minnesota, IntriCon Corporation (formerly Selas Corporation of America) (referred to as the Company,
we, us or our) is an international firm engaged in designing, developing, engineering and manufacturing body-worn devices. The
Company serves the body-worn device market by designing, developing, engineering and manufacturing micro-miniature products,
microelectronics, micro-mechanical assemblies and complete assemblies, primarily for bio-telemetry devices, medical equipment,
hearing instruments, electronics, professional audio and telecommunications devices and computers. In addition to its operations in
Minnesota, the Company has facilities in California, Maine, Singapore, and Germany.

Basis of Presentation — In the fourth quarter of 2009, the Company initiated its plan to divest its non-core electronics segment to
allow for greater focus on its body-worn device segment. On May 28, 2010 the Company completed the sale of substantially all of the
assets of its electronics business to an affiliate of Shackleton Equity Partners. For all periods presented, the Company classified its
former electronics products segment as discontinued operations. Consequently, the financial statements and footnote disclosures
reflect continuing operations for the body-worn device segment only. See further information in Note 2.

Reclassifications - Certain reclassifications have been made to the fiscal 2008 and fiscal 2009 consolidated financial statements to
conform with the fiscal 2010 presentation. These reclassifications had no effect on net income or earnings per share.

Consolidation — The consolidated financial statements include the accounts of the Company and its wholly owned subsidiaries. All
material intercompany transactions and balances have been eliminated in consolidation. On January 1, 2010, the Company purchased
the remaining 10 percent minority interest of its German subsidiary for approximately $18. The non-controlling interest was
immaterial for all periods presented.

Segment Disclosures — A business segment is a distinguishable component of an enterprise that is engaged in providing an individual
product or service or a group of related products or services and that is subject to risks and returns that are different from those of
other business segments. The Company’s segments have similar economic characteristics and are similar in the nature of the products
sold, type of customers, methods used to distribute the Company’s products and regulatory environment. Management believes that
the Company meets the criteria for aggregating its components of the operating segment of continuing operations into a single
reporting segment.

Use of Estimates — Management of the Company has made a number of estimates and assumptions relating to the reporting of assets
and liabilities, the recording of reported amounts of revenues and expenses and the disclosure of contingent assets and liabilities to
prepare these financial statements. Actual results could differ from those estimates. Considerable management judgment is necessary
in estimating future cash flows and other factors affecting the valuation of goodwill, intangible assets, and employee benefit
obligations including the operating and macroeconomic factors that may affect them. The Company uses historical financial
information, internal plans and projections and industry information in making such estimates.

Revenue Recognition - The Company recognizes revenue when products are shipped and the customer takes ownership and assumes
risk of loss, collection of the relevant receivable is probable, persuasive evidence of an arrangement exists and the sales price is fixed
or determinable. Under contractual terms shipments are generally FOB shipping point.

Customers have 30 days to notify the Company if the product is damaged or defective. Beyond that, there are no significant
obligations that remain after shipment other than warranty obligations. Contracts with customers do not include product return rights,
however, the Company may elect in certain circumstances to accept returns of products. The Company records revenue for product
sales net of returns. Sales and use tax are reported on a net basis, excluding them from sales and cost of sales.

In general, the Company warrants its products to be free from defects in material and workmanship and will fully conform to and
perform to specifications for a period of one year. While the Company’s warranty costs have historically been within its expectations,
the Company cannot guarantee that it will continue to experience the same warranty return rates or repair costs that it has experienced
in the past.

Shipping and Handling Costs ~The Company includes shipping and handling revenues in sales and shipping and handling costs in
cost of sales.

Fair Value of Financial Instruments — The carrying value of cash, short-term accounts and notes receivable, notes payable, trade
accounts payables, and other accrued expenses approximate fair value because of the short maturity of those instruments. The fair
values of the Company’s long-term debt agreement approximate their carrying values based upon current market rates of interest.

Concentration of Cash — The Company deposits its cash in what management believes are high credit quality financial institutions.
The balance, at times, may exceed federally insured limits.
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Restricted Cash — Restricted cash consists of deposits required to secure a credit facility at our Singapore location and deposits
required to fund retirement related benefits for certain employees of foreign subsidiaries.

Accounts Receivable — The Company reviews customers’ credit history before extending unsecured credit and establishes an
allowance for uncollectible accounts based upon factors surrounding the credit risk of specific customers and other information.
Invoices are generally due 30 days after presentation. Accounts receivable over 30 days are considered past due. The Company does
not accrue interest on past due accounts receivables. Receivables are written off once all collection attempts have failed and are based
on individual credit evaluation and specific circumstances of the customer. Accounts receivable are shown net of allowance for
uncollectible accounts of $219 and $226 at December 31, 2010 and 2009, respectively.

Inventories — Inventories are stated at the lower of cost or market. The cost of the inventories was determined by the average cost and
first-in, first-out methods.

Property, Plant and Equipment — Property, plant and equipment are carried at cost. Depreciation is computed by straight-line and
accelerated methods using estimated useful lives of 5 to 40 years for buildings and improvements, and 3 to 12 years for machinery and
equipment. Leasehold improvements are amortized using the straight-line method over the shorter of the lease term or the estimated
useful life of the asset. Improvements are capitalized and expenditures for maintenance, repairs and minor renewals are charged to
expense when incurred. At the time assets are retired or sold, the costs and accumulated depreciation are eliminated and the resulting
gain or loss, if any, is reflected in the consolidated statement of operations. Depreciation expense was $2,127, $1,967, and $1,838 for
the years ended December 31, 2010, 2009, and 2008, respectively.

Impairment of Long-lived Assets and Long-lived Assets to be Disposed Of — The Company reviews its long-lived assets, certain
identifiable intangibles, and goodwill for impairment whenever events or changes in circumstances indicate that the carrying amount
of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount
of an asset group to future net undiscounted cash flows expected to be generated by the asset group. If such assets are considered to be
impaired, the impairment to be recognized is measured by the amount by which the carrying amount of the assets exceeds the fair
value of the assets. Assets to be disposed of are reported at the lower of the carrying amount or fair value less costs to sell. To date, the
Company has determined that no impairment of long-lived assets from continuing operations exists.

The test for goodwill impairment is a two-step process, and is performed at least annually during the Company’s fourth quarter. The
first step is a comparison of the fair value of the reporting unit with its carrying amount, including goodwill. If this step reflects
impairment, then the loss would be measured as the excess of recorded goodwill over its implied fair value. Implied fair value is the
excess of fair value of the reporting unit over the fair value of all identified assets and liabilities.

Other assets, net — The principal amounts included in other assets, net are a prepaid technology fee, debt issuance costs, and a
technology fee. The debt issuance costs are being amortized over the related term of the utilizing the interest method and are included
in interest expense, and the other assets are being amortized over their estimated useful life on a straight-line basis. Amortization
expense was $262, $260, and $128 for the years ended December 31, 2010, 2009 and 2008, respectively. The estimated amortization
expense for the years ending December 31, 2011 to 2015 is as follows: 2011 - $240, 2012 - $166, 2013 - $91, 2014 - $17, 2015 - $15.

Investments in Partnerships — Certain of the Company’s investments in equity securities are long-tem, strategic investments in
companies. The Company accounts for these investments under the equity method of accounting and records the investment at the
amount the Company paid for its initial investment and adjusts for the Company’s share of the investee’s income or loss and dividends
paid. The Company’s investments include an investment in Hearing Instrument Manufacturers Patent Partnership (K/S HIMPP) and a
50% interest in a joint venture with a Swiss company as more fully described in Note 18. The partnership interests are reviewed
quarterly for changes in circumstances or the occurrence of events that suggest the Company’s investment may not be recoverable. To
date there have been no impairment losses recognized.

Income Taxes — Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized
for the future tax consequences attributable to differences between the financial statement carrying amounts of existing assets and
liabilities and their respective tax bases and operating loss and tax credit carryforwards. Deferred tax assets and liabilities are
measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected
to be recovered or settled. Valuation reserves are established to the extent the future benefit from the realization of deferred tax assets
is more likely than not. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the period
that includes the enactment date. The Company accrues interest and penalties related to uncertain tax positions in income tax expense.
At December 31, 2010 and 2009, the Company had accrued $0 for the payment of tax related interest, and there were no tax interest or
penalties recognized in the consolidated statements of operations. The Company’s federal and state tax returns are potentially open to
examinations for fiscal years 2007-2010 and state tax returns for the fiscal years 2006-2010. The Company does not expect any
material changes to the estimated amounts associated with its uncertain tax positions and related accruals for interest and penalties
through December 31, 2010.
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Employee Benefit Obligations — The Company provides pension and health care insurance for certain domestic retirees and employees of its
operations discontinued in 2005. These obligations have been included in continuing operations as the Company expects to retain these
obligations. The Company also provides retirement related benefits for certain foreign employees. The Company measures the costs of its
obligation based on actuarial determinations. The net periodic costs are recognized as employees render the services necessary to earmn the
post-retirement benefit and are recorded on the consolidated balance sheet as accrued pension liabilities.

Several assumptions and statistical variables are used in the models to calculate the expense and liability related to the plans. Assumptions
about the discount rate, the expected rate of return on plan assets and the future rate of compensation increases are determined by the
Company. Note 10 includes disclosure of these rates on a weighted-average basis, encompassing the plans. The actuarial models also use
assumptions on demographic factors such as retirement, mortality and turnover. The Company believes the assumptions are within accepted
guidelines and ranges. However, these actuarial assumptions could vary materially from actual results due to economic events and different
rates of retirement, mortality and withdrawal.

Stock Option Plan — Under the various Company stock-based compensation plans, executives, employees and outside directors receive
awards of options to purchase common stock. Under all awards, the terms are fixed at the grant date. Generally, the exercise price equals the
market price of the Company’s stock on the date of the grant. Options under the plans generally vest from one to three years, and the option’s
maximum term is 10 years. Options issued to directors vest from one to three years. One plan also permits the granting of stock awards, stock
appreciation rights, restricted stock units and other equity based awards. The Company expenses the grant-date fair values of stock options
and awards ratably over the vesting period of the related share-based award. See Note 12 for additional information.

Product Warranty — The Company offers a warranty on various products and services. The Company estimates the costs that may be
incurred under its warranties and records a liability in the amount of such costs at the time the product is sold. Factors that affect the
Company’s warranty liability include the number of units sold, historical and anticipated rates of warranty claims and cost per claim. The
Company periodically assesses the adequacy of its recorded warranty liabilities and adjusts the amounts as necessary. The amount of the
reserve recorded is equal to the costs to repair or otherwise satisfy the claim. The following table presents changes in the Company’s
warranty liability for the years ended December 31, 2010, 2009 and 2008.

2010 2009 2008
Beginning of the year balance .........c.cocevriuiiriirniirni s $ 71 % 100 S 136
WATTANLY EXPEIISE ..cnvenentereeeriaueereueemeseaisssitastareabes s esese s e s s st as e s s e e s E bbbt 116 48 45
Closed warranty claims (82) (77) (81)
End of the Year Dalance .........cceeuerveceeecucieriiiniiiiiceeme s $ 105  §$ 71 $ 100

Advertising Costs — Advertising costs are charged to expense as incurred. Advertising costs were $11, $15, and $5, for the years ended
December 31, 2010, 2009, and 2008, respectively, and are included in sales and marketing expense in the consolidated statements of
operations.

Research and Development Costs — Research and development costs, net of customer funding, amounted to $4,485, $3,345, and $3,248 in
2010, 2009, and 2008, respectively, and are charged to expense when incurred.

Income (loss) Per Share — Basic income (loss) per share is computed by dividing net (loss) income by the weighted average number of
shares of common stock outstanding during the year. Diluted income (loss) per common share reflects the potential dilution of securities that
could share in the earnings. The Company uses the treasury stock method for calculating the dilutive effect of stock options.

Comprehensive Income (Loss) — Comprehensive income (loss) consists of net income (loss), change in fair value of derivative instruments
and foreign currency translation adjustments and is presented in the consolidated statements of shareholders’ equity and comprehensive
income (loss).

Foreign Currency Translation - The Company ‘s German subsidiary accounted for its transactions in its functional currency, the Euro.
Foreign assets and liabilities are translated into United States dollars using the year-end exchange rates. Equity is translated at average
historical exchange rates. Results of operations are translated using the average exchange rates throughout the year. Translation gains or
losses are accumulated as a separate component of shareholders’ equity.

Derivative Financial Instruments — Information regarding our derivative financial instruments is found in Note 17. We do not use
derivative financial instruments for speculative or trading purposes. All derivative transactions must be linked to an existing balance sheet
item or firm commitment, and the notional amount cannot exceed the value of the exposure being hedged.

We recognize all derivative financial instruments in the consolidated financial statements at fair value regardless of the purpose or intent for
holding the instrument. Changes in the fair value of derivative financial instruments are recognized periodically in shareholders’ equity as a
component of accumulated other comprehensive income (loss). Generally, changes in fair values of derivatives accounted for as cash flow
hedges, to the extent they are effective as hedges, are recorded in accumulated other comprehensive income (loss), net of tax. We present
amounts used to settle cash flow hedges as financing activities in our consolidated statements of cash flows.
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New Accounting Pronouncements

In January 2010, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2010-06,
“Fair Value Measurements and Disclosures (Topic 820): Improving Disclosures about Fair Value Measurements,” which amends
Accounting Standards Codification (“ASC”) 820, “Fair Value Measurements,” by requiring additional disclosures for transfers in and
out of levels 1 and 2 and activity in level 3 fair value measurements. Additionally, the amendment clarifies existing disclosure
requirements surrounding the level of disaggregation and valuation techniques and inputs. This guidance became effective for us
January 1, 2010 and did not have a material impact on our consolidated financial statements.

2. DISCONTINUED OPERATIONS

In December 2009, the Company’s Board of Directors authorized management to exit the non-core electronics products segment
operated by its wholly-owned subsidiary, RTI Electronics, Inc. and divest the assets used in the business. The decision to exit the
electronics products segment was made to allow the Company to focus on its core body-worn device segment. In connection with its
decision to divest the electronics business, the Company evaluated assets for impairment and costs of terminating employees and
recorded the following: (i) an impairment charge of $685 relating to goodwill, (ii) a reduction to realizable value of $720 to tangible
assets, and (iii) $275 in employee termination costs for the year ended December 31, 2009. Additional costs related to employee
terminations of approximately $200 were recorded during the first half of 2010.

On May 28, 2010 the Company completed the sale of substantially all of the assets of its electronics business to an affiliate of
Shackleton Equity Partners (“Shackleton™), pursuant to an Asset Purchase Agreement dated May 28, 2010. Shackleton paid $850 cash
at closing for the assets and assumed certain operating liabilities of IntriCon’s electronics business, subject to an accounts receivable
adjustment.

The Company recorded a gain on sale of $35. The net gain was computed as follows:

Sttt ettt ettt et a ettt et et eb st eae e st et s et et eae et ebes b et es s bere e aeseanas $ 4
ACCOUNTS TECEIVADLE, TEL......icvivieieiiiie et eeertee ettt eere e e eearae e e e e e s eeneeeeeanseeeeenteseesanaeeeeenrens 773
TOVEINLOTY, TIEL....eiiiiiiitiieiciie ettt etee et e et eebte s et e seaareesbeasseba e ssaasaveesabaaessnsasseesssasasseesans 383
OthEr CUITENT ASSETS ...eeiveicrerrieieeierterraseeetesstesssesssresseesseassesssesssenssesssesssessessserssessssenseessessanes 16
Property and eqUIPIMENT, DOt ........ooterterieiiereenienieeie et et ette et essresieesbaeebeesseesreenreenneenbeeenens 72
L0731 g 1T DO OO 26
AcCOUNES PAYADLE.....oeneieiiiee e ettt et et n e (356)
ACCIUCH CXPOIISES -...eneieireueeeuieeitieecateeeseereeessaeteaseesreesasaeseasaearsetseaeseaeseansaeasseeeeneeensennseasneannes (130)
LongG-term debt .....oieieeeee ettt e ee et e e e neeas (48)
1 7: Y OO RRRRTURONSTORN $ 740
Cash proceeds received from Shackleton ..........cocecirieenccncenas e eeeen et ettt 850
INEE ASSEES SOIA 1nvvetiiiieiii ettt et e e et ee st e b e e e et s et eesseessaesseesseesaesraesraesnearseanseans (740)
TTANSACLION COSES 1evvervreirerereerieereesteeieesseeseesseesseessresssessesssessseessssssesssesssessssssnessesssersssesseessensseans (75)
Gain on sale of discontinued OPETratiONS.......c..evvereeiiierieiieteteree et st ere s $ 35

The following table shows the results of operations of the Company’s electronic products segment:

Year Ended December 31,

2010 2009 2008
SALES, NMEL ... ettt ettt ettt e et e et e ete et e et e teeaeereeanetnennnnens $ 2,346 $ 5382 $ 7,647
Operating COStS aNd EXPEMSES ....ce.verrirrereeriirierieiieneeereeteeseete et eteeeestesieereessesreeseeaennes (2,670) (5,653) (7,901)
Loss on impairment of long lived asset and goodwill ..........c.coocieiriinininicninnn. — (910) —
OPETALING LOSS ..ueieiiiiieiiieiri ettt et et ettt et e e aeb e e st eeeasteasbeesbaanseenseennansseans (324) (1,181) (254)
Other EXPENSE, NEL ......eriiiiiiiiietieteee ettt ettt et ettt e e e e te e eeesncenenibeens 5 (923) (23)
Loss from operations before income tax benefit.........cocccoeevenenivnniniiiinennn s (329) (2,104) 277)
Income tax expense (Denefit)..........oeceririiiiiiiiniciceese e — 15 (1)
Net loss from discontinued OPErations............ecveievevierieerririeieriieieeeeesesressereeseseseas $ 329 § (2,119) § (276)
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The following table shows the assets and liabilities of the electronic products segment at December 31, 2009:

2009
L0811 1 YOO O OO OO U PO OO PO PO P OO PRI $ 5
ACCOUNTS TECEIVADLE, T1ET . .vveieieiieeeiiie e e ettt e e s sbee e e st e s e s e s ane s e sabasasesanbes s sebasees 757
INVEIEOTY, TIET 1..veuveereneeeetireeere sttt et s b e bbb ae e st s e b e et et b bbbt et 332
OthEr CUITEIT ASSEES ...veeuveeueeererierreereeecereeeseeenreerreeneesrresasessistesabssabessaesbessaeesrnente s seseseetbeetbeanes 46
Current assets of discontinued OPErations ..........ccvverevverririreriniiiniiinene e 1,140
Property and eqUIPMENT, NET........ccoiriiiiiiiiiiiee ettt en e 116
OTHET @SSELS .uvvevreitreirierreetieseeteesaeebesee st e eutte st e beeestesreesaeeosesnessas e sasebesaaesr b e srbseasanasaese s tb e aeseas 26
Other assets of discontinued OPEratioNS .........coevviviiiiimiiniiiieeeiene e 142
ACCOUNES PAYADIE ....cveveriieieiiiiinteiiircceci e 351
Accrued compensation and other LHabilities .........coooviieieiiiiniiiiiis 575
Current liabilities of discontinued OpPerations............ccoeeriiviiniiriiiiiiiiiiii e $ 926

As discussed above, along with the decision to divest the electronics business, the Company evaluated assets for impairment as of
December 31, 2009. There was no additional impairment identified and recorded during the 2010 fiscal year. Information regarding
the nonrecurring fair value measurement of such impairments completed during the twelve month period ended December 31, 2009
was as follows:

Quoted prices Significant
in active other Significant
Fair Value as of markets for observable unobservable
measurement identical assets inputs inputs Impairment
2009: date (Level 1) (Level 2) (Level 3) Charge
Long-lived assets and goodwill
of discontinued operations......... $ 116  § — 3 — 3 116 $ 910
3. ACQUISITION

On August 13, 2009, the Company acquired all of the outstanding stock of Jon Barron, Inc. doing business as Datrix (“Datrix”), a
privately held developer, manufacturer, tester and marketer of medical devices and related software products based in Escondido,
California. The acquisition provided the Company entry into the ambulatory electrocardiograph (AECG) and event recording markets.

The purchase price included a closing cash payment of $1,225, issuance of 75 shares of restricted common stock of the Company,
valued at $270 based on the fair value of the common stock on August 13, 2009, and the issuance of a promissory note in the amount
of $1,050 bearing annual interest at 6%, subject to adjustment. In addition, the Company paid off Datrix’s outstanding line of credit
with Wells Fargo of $130 at closing.

The remaining principal amount of the promissory note is payable in two installments of $350 on August 13, 2011 and August 13,
2012. The note bears annual interest at 6% and is payable with each installment of principal as set forth above. The Company made
the first installment payment of $413 on August 13, 2010, which included principal of $350 and interest of $63.

The assets and liabilities of Datrix were recorded as of the acquisition date at their respective fair values and consolidated with those
of the Company. Likewise, the results of operations of the Datrix operations since August 13, 2009 have been included in the -
accompanying consolidated statements of operations. The allocation of the net purchase price of the acquisition resulted in goodwill of
approximately $2,128. The goodwill represents operating and market synergies that the Company expects to be realized as a result of
the acquisition and future opportunities and is not tax deductible. The purchase price allocation is based on estimates of fair values of
assets acquired and liabilities assumed. The valuation required the use of significant assumptions and estimates. These estimates were
based on assumptions the Company believed to be reasonable.
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The purchase price was as follows as of August 13, 2009:

Cash paid to seller at CLOSINE......ccoviiiiiiiiiiiii e § 1,225
Cash paid to Wells Fargo at CcloSing.......cocoeieeiiirininnineiiiiiiccii s 130
StOCK CONSIACTALION ..vvevvievreriesieetrerereteeteeerereeeite st st s re e re s baesan e ba e b s s b e s n e s et e saesanesatssates 270
SEIIET NOLE AL CLOSE 1oevveeeeeeeeeeeeeeeeeeieeesestaeeeeesesaeesrsaaaaaaseeeessabaeeeaentetessrunnsssinnsesssstnsasenss ~ 1,050
TOtal PUICRASE PIICE ...vvuereriiieecreereiceseict st $ 2,675

The following table summarizes the purchase price allocation for the Datrix acquisition:

(07T 1 VOO U OO OO O OO OO TIPSR PP PP PP $ 13
OthET CUITEINE ASSEIS .. vvvvveirieitreeieeierirereresreeereeerte e st s srbesaassrae et e e as e s raessnenasenss e b eeaneesuteaneens 522
Intangible assets (weighted average life of 2.4 YEars).......oocoeveeicinnniceciiiins 125
GOOAWILL.....ee vttt et e ettt e et e et e e et eereeesb e e st st e ana s et bs e s b e e s s e e aabasasbasenbeesbeesanets 2,128
CUITENE HADIIIEIES 1. cvveevveeveeeere ettt et et eee st sttt sn e st st e r e sae e b s e ba e s e e b et e sbesane st tens ) (113)
Total preliminary purchase price alloCation ..........coueeerriinnrininicti $§ 2,675

Results from operations of Datrix are not considered material to the financial statements for 2009. Proforma results are also not
considered material for 2009 and 2008.

Acquisition costs of $277 were primarily incurred and recorded during the year ended December 31, 2009 and included the following:

TIVESEMIEIE BANKET ....vveevveeeeeeeeeeeeeeeeseeeeesesseeseesseenseeasaessassssnssessesssasssesseesstessasssessassnssssens $ 121
T OO OO OO OO OO OPO PSP RO TUUTOTO TP TOPIOIOO PO PRORPRRS 127
ACCOUIEINE ...eovvveeiieietet ettt etk a b e e r e bbb bbbttt b e st 2
(03173 SRURTTRE S U OO U U OO OO P OSSP ORR PP ) 27
TOTAL + v eeee et e et e et et e et ete s s e eseessesaseeatseareensaessaenbaanre e s e eab e s b e st se e e e ea s e e e e rtesre e et b e nas s be e S 277

Acquisition costs are included in other expenses, net in the consolidated statements of operations. We consider the majority of the
acquisition costs to be of the non-operating, miscellaneous nature, as they were incurred as part of a non-operating activity, a business
acquisition. The Company’s investment banker costs during the period relate to the acquisition and without such acquisition, the costs
would not have been incurred. Further, legal and accounting services were specifically related for the acquisition project.

4. GEOGRAPHIC INFORMATION

The geographical distribution of long-lived assets and net sales to geographical areas as of and for the years ended December 31, 2010
and 2009 are set forth below:

Long-lived Assets

2010 2009
TUNIEEA STALES .......ovoviveeireveeereteeetetesetesssssee e e eebebebestotat s s etesete e st eesessotorsRseesn s s et et emeb e b aras s e s s s s e sb b e b b e $ 5027 §$ 5,893
Other — primarily SINZAPOTE ....c.c.ccviiiiiiiiiieiinierie e e ettt 1,789 1,229
CONSOIAALE ..o ettt eee e e e eseeteteesessoresseeseasessesensaseassasaabene st e sae s et ebennomeenenrbesassasnssnes $ 6,816 $ 7,122

Long-lived assets consist of property and equipment and certain other assets as they are difficult to move and relatively illiquid.
Excluded from long-lived assets are investments in partnerships, patents, license agreements and goodwill. The Company capitalizes
long-lived assets pertaining to the production of specialized parts. These assets are periodically reviewed to assure the net realizable
value from the estimated future production based on forecasted cash flows exceeds the carrying value of the assets.
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Net Sales to Geographical Areas

2010 2009 2008
UNIEEA STATES..evvieuieiiiiieeite ettt ettt ettt ettt ae e te e ereseresteeebbessaeeresetesatsereeeneeneennes $ 40,108 $ 36,587 $ 41,037
GIEIINIANY ...vevveeievieitettestreteesseesteeabeesseeate e seaseesseeseasseessaesseasseasteeassesssaseanssesseesessennns 2,517 3,335 3,749
CRINA...c ettt er et ettt e e e aaeeaa s e b e teeabeeab e et e e e tesete et e e st enae e teene e 3,531 2,716 2,580
SWILZETIAN .....eeieieiiiie ettt et e et e e e ee et e e et et e e et 764 561 995
SIMZAPOTC ...ttt ettt ettt ettt ettt bt et e b e sttt s et e s e e eneenseabeaneeseaneasaes 1,367 892 1,416
FTANCE oottt 1,625 1,428 1,462
BT o 3 WO TSRO PSR RUPRRUP 1,810 1,741 1,157
United KINGAOI c..oviiiiiiiiiieit ettt ettt n 799 528 763
TUEKEY ..ottt ettt ettt ettt eeas e et e e tbeetbeene s et e eabeetbeetbeenre b e erteerneerraes 401 298 446
HONG KONG ..ottt e e 757 365 284
Vietnam 1,330 868 432
AlL OtRET COUMIIIES vvviviieiietiiii ettt et e e s e e sreeeresbeeebsestaeeraesreersestsenseesrsessens 3,688 2,357 3,587
CONSOIAALEA ...ttt ettt e e es e eee e aeneans $ 58697 $ 51,676 $ 57,908

Geographic net sales are allocated based on the location of the customer. All other countries include net sales primarily to various
countries in Europe and in the Asian Pacific.

One customer accounted for 22 percent, 22 percent and 15 percent of the Company’s consolidated net sales in 2010, 2009 and 2008,
respectively. A second customer accounted for 11 percent of the Company’s consolidated net sales in 2009. During 2010, 2009 and
2008 the top five customers accounted for approximately $25 million, $24 million and $23 million or 42 percent, 46 percent and
40 percent of the Company’s consolidated net sales, respectively.

At December 31, 2010, one customer accounted for 13 percent of the Company’s consolidated accounts receivable. Two customers
accounted for 16 percent and 11 percent of the Company’s consolidated accounts receivable at December 31, 2009,

5. GOODWILL

The Company performed the required goodwill impairment test during the fourth quarter of each of the years ended December 31,
2010, 2009, and 2008. The Company completed or obtained an analysis to assess the fair value of its reporting units to determine
whether goodwill was impaired and the extent of such impairment, if any for the years ended December 31, 2010, 2009, and 2008.
Based upon this analysis, the Company determined that its current goodwill balances associated with the body-worn device segment
were not impaired as of the date of testing.

A two-step approach is used in evaluating goodwill for impairment. First, the Company compares the fair value of the reporting unit to
which the goodwill is assigned to the carrying amount of its net assets. In calculating fair value, the Company uses the income
approach. The income approach is a valuation technique under which the Company estimates future cash flows using the reporting
unit’s financial forecast from the perspective of an unrelated market participant. Future estimated cash flows are discounted to their
present value to calculate fair value. The discount rate used is the value-weighted average of the Company estimated cost of capital
derived using both known and estimated customary market metrics. In determining the fair value of the Company’s reporting units,
the Company is required to estimate a number of factors, including projected future operating results, terminal growth rates, economic
conditions, anticipated future cash flows, the discount rate and the allocation of shared or corporate items. For reasonableness, the
summation of the Company’s reporting units’ fair values is compared to the Company consolidated fair value as indicated by our
market capitalization plus an appropriate control premium. If the carrying amount of a reporting unit’s net assets exceeds its estimated
fair value, the second step of the goodwill impairment analysis requires the Company to measure the amount of the impairment loss.
An impairment loss is calculated by comparing the implied fair value of the goodwill to its carrying amount. In calculating the implied
fair value of the goodwill, the Company measures the fair value of the reporting unit’s assets and liabilities, excluding goodwill. The
excess of the fair value of the reporting unit over the amount assigned to its assets and liabilities, excluding goodwill, are the implied
fair value of the reporting unit’s goodwill.
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The changes in the carrying amount of goodwill for the years presented are as follows:

Carrying amount at DECEMDET 31, 2007 .......c.evruiueriiueriiceeiinieisiies st st s sttt $ 7,553
Revision to prior year purchase price alloCation...........oiviiriiiiiiiinieinieiieeee et 28
Carrying amount at December 31, 2008 .........ooiiiiiiii e 7,581
Goodwill acquired during the year (NOLE 3) ...c.c.coiiiiiiiiiiiiii et 2,136
Carrying amount at December 31, 2000 ........ccoiiiiiiiiii e 9,717
Revision to prior year purchase price alloCation..........coovuiiiiiiriniiiriiiiiiiee s (®)
Carrying amount at December 31, 2010 ..o e $ 9,709
6. INVENTORIES
Inventories consisted of the following:
Finished products

December 31, Raw materials ‘Work-in process and components Total
2010
DOMESTIC ..cuveneevenienreierieteiste et $ 3,614 $ 1,258 % 1,129 6,001
FOTEIZN.vvevireieiricininicticincc i 1,667 476 187 2,330

TOtAl ot $ 5281 § 1,734 $ 1,316 8,331
2009
DOMESTIC .....cveevereereiereeree et reeecene et eeresr e $ 3,651 $ 1,680 § 934 6,265
FOT@IZM.c.uvieieeeieiieieierieeieeeee ettt 1,515 217 224 1,956

TOMAL oo $ 5,166 $ 1,897 $ 1,158 8,221
7. SHORT AND LONG-TERM DEBT
Short and long-term debt at December 3 1were as follows:

2010 2009
Domestic Asset-Based Revolving Credit FACIHEY ......ccovevieviriiininiiiiiinciininiceieercn e 3920 $ 4,450
Foreign Overdraft and Letter of Credit Facility...........coooovvivininns ettt ene 1,377 678
DOMESHIC T LLOAI «c ettt ee ettt e e e et ee e et e e e eesnseeeeasteasesssaeesasssanaesssbnessssasaensnsseeesnnnaens 2,563 3,250
Domestic Capital EQUIPMENt LEases .......cccceiiiiiiiiiiiinii ettt — 11
Note Payable Datrix Purchase (See NOte 3) ..o 700 1,050
TOAL DIED.....veieeteceietetetetist ettt es ettt et e rebe e s e e s b s bbb e s s bbb st a et n ettt b e 8,560 9,439
LeSS: CUITENE IMATUTTEIES e vvevverveeeereeseesiesesieeeesteesecseresete e senesesassesrasnesassassbessso s erasreenesreensasbassassensnass (2,095) (1,709)
Total Long Term DEbt ... c.c.cueieirieieiiirceccrieite ettt s s sa sttt n s 6,465 $ 7,730
Payments Due by Period
2011 2012 2013 2014 2015 Thereafter Total

Domestic credit facility........c.ccccevevevererennne. $ — $39% $ — $ — §$ — § — $ 3,920
Domestic term 10an.........ccoeeeveeeneeiieeenenene 712 1,851 — — — — 2,563
Domestic note payable.........ccceevcceieeennne 350 350 — — — — 700
Foreign overdraft and letter of credit

FACHIILY ©oveveeeeereerereier e 1,033 192 143 9 — — 1,377
Total debt....c.ooveeveerieieiriireeereeeceeee $ 2095 §$ 6313 § 143 § 9 § — § — $ 8560

Domestic Credit Facilities

To finance a portion of the Datrix acquisition and replace the Company’s existing credit facilities with Bank of America, including
capital leases, the Company and its domestic subsidiaries entered into a three year credit facility with The PrivateBank and Trust

Company on August 13, 2009. The credit facility provides for:

+ an $8,000 revolving credit facility, with a $200 subfacility for letters of credit. Under the revolving credit facility, the
availability of funds depends on a borrowing base composed of stated percentages of the Company’s eligible trade

receivables and eligible inventory, and eligible equipment less a reserve; and

* 2a$3,500 term loan.
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Loans under the credit facility are secured by a security interest in substantially all of the assets of the Company and its domestic
subsidiaries including a pledge of the stock of its domestic subsidiaries. Loans under the credit facility bear interest at varying rates
based on the Company’s leverage ratio of funded debt / EBITDA, at the option of the Company, at:

. the London InterBank Offered Rate (“LIBOR”) plus 3.00% - 4.00%, or

° the base rate, which is the higher of (a) the rate publicly announced from time to time by the lender as its “prime
rate” and (b) the Federal Funds Rate plus 0.5%, plus 0.25% - 1.25% depending on the Company’s leverage ratio.

Interest is payable monthly in arrears, except that interest on LIBOR based loans is payable at the end of the one, two or three month
interest periods applicable to LIBOR based loans. IntriCon is also required to pay a non-use fee equal to 0.25% per year of the unused
portion of the revolving line of credit facility, payable quarterly in arrears.

Weighted average interest on our domestic credit facilities (including prior facilities) was 5.06%, 4.07%, and 5.51% for 2010, 2009,
and 2008, respectively.

The outstanding balance of the revolving credit facility was $3,920 and $4,450 at December 31, 2010 and 2009, respectively. The total
remaining availability on the revolving credit facility was approximately $2,072 and $2,821 at December 31, 2010 and 2009,
respectively. The credit facility expires on August 13, 2012 and all outstanding borrowings will become due and payable.

The outstanding principal balance of the term loan is payable in quarterly installments of varying amounts ranging from $169 to $188.
Any remaining principal and accrued interest is payable on August 13, 2012. IntriCon is also required to use 100% of the net cash
proceeds of certain asset sales (excluding inventory and certain other dispositions), sale of capital securities or issuance of debt to pay
down the term loan.

The borrowers are subject to various covenants under the credit facility, including financial covenants relating to minimum EBITDA,
funded debt to EBITDA, fixed charge coverage ratio and capital expenditure financial covenants. Under the credit facility, except as
otherwise permitted, the borrowers may not, among other things: incur or permit to exist any indebtedness; grant or permit to exist any
liens or security interests on their assets or pledge the stock of any subsidiary; make investments; be a party to any merger or
consolidation, or purchase of all or substantially all of the assets or equity of any other entity; sell, transfer, convey or lease all or any
substantial part of its assets or capital securities; sell or assign, with or without recourse, any receivables; issue any capital securities;
make any distribution or dividend (other than stock dividends), whether in cash or otherwise, to any of its equityholders; purchase or
redeem any of its equity interests or any warrants, options or other rights to equity; enter into any transaction with any of its affiliates
or with any director, officer or employee of any borrower; be a party to any unconditional purchase obligations; cancel any claim or
debt owing to it; make payment on or changes to any subordinated debt; enter into any agreement inconsistent with the provisions of
the credit facility or other agreements and documents entered into in connection with the credit facility; engage in any line of business
other than the businesses engaged in on the date of the credit facility and businesses reasonably related thereto; or permit its
charter, bylaws or other organizational documents to be amended or modified in any way which could reasonably be expected to
materially adversely affect the interests of the lender. In March 2010, the Company entered into an amendment with The PrivateBank
to waive certain covenant violations at December 31, 2009 and January 31, 2010 and reset certain covenant thresholds defined in the
original agreement. The Company was in compliance with all applicable covenants under the credit facility, as amended, as of
December 31, 2010.

Upon the occurrence and during the continuance of an event of default (as defined in the credit facility), the lender may, among other
things: terminate its commitments to the borrowers (including terminating or suspending its obligation to make loans and advances);
declare all outstanding loans, interest and fees to be immediately due and payable; take possession of and sell any pledged assets and
other collateral; and exercise any and all rights and remedies available to it under the Uniform Commercial Code or other applicable
law. In the event of the insolvency or bankruptcy of any borrower, all commitments of the lender will automatically terminate and all
outstanding loans, interest and fees will be immediately due and payable. Events of default include, among other things, failure to pay
any amounts when due; material misrepresentation; default in the performance of any covenant, condition or agreement to be
performed that is not cured within 20 days after notice from the lender; default in the performance of obligations under certain
subordinated debt, which includes the Company’s note payable to the former shareholder of Datrix (including actual or attempted
termination of a subordination agreement with the former shareholder of Datrix); default in the payment of other indebtedness or other
obligation with an outstanding principal balance of more than $50, or of any other term, condition or covenant contained in the
agreement under which such obligation is created, the effect of which is to allow the other party to accelerate such payment or to
terminate the agreements; a breach by a borrower under certain material agreements, the result of which breach is the suspension of
the counterparty’s performance thereunder, delivery of a notice of acceleration or termination of such agreement; the insolvency or
bankruptcy of any borrower; the entrance of any judgment against any borrower in excess of $50, which is not fully covered by
insurance; any divestiture of assets or stock of a subsidiary constituting a substantial portion of borrowers’ assets; the occurrence of a
change in control (as defined in the credit facility); certain collateral impairments; a contribution failure with respect to any employee
benefit plan that gives rise to a lien under ERISA; and the occurrence of any event which lender determines could be reasonably
expected to have a material adverse effect (as defined in the credit facility).
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Upon termination of the Bank of America credit facility, the Company was required to settle the outstanding obligations of $121 for
the liability related to its interest rate swap agreement with Bank of America and recognize the corresponding charge of $121 in
interest expense in the three month period ended September 30, 2009, which was previously included in accumulated other
comprehensive loss. In addition, the Company expensed the remaining deferred financing costs of $86 related to the Bank of America
facility, which was also included in interest expense in period ended December 31, 2009.

The prior credit facility with Bank of America provided for:

. a $10,000 revolving credit facility, with a $200 subfacility for letters of credit. Under the revolving credit facility,
the availability of funds depends on a borrowing base composed of stated percentages of our eligible trade
receivables and eligible inventory, less a reserve.

. a $4,500 term loan, which was used to fund the Company’s May, 2007 acquisition of Tibbetts Industries, Inc.

Loans under the prior credit facility were secured by a security interest in substantially all of the assets of the borrowers including a
pledge of the stock of the subsidiaries. All of the borrowers were jointly and severally liable for all borrowings under the credit
facility.

In June 2008, the Company completed a sale-leaseback of machinery and equipment with Bank of America. The transaction generated
proceeds of $1,098, of which $1,013 was used to pay down the domestic term loan. The facility was repaid on August 13, 2009 with
proceeds borrowed under the new PrivateBank facility.

Foreign Credit Facility

In addition to its domestic credit facilities, the Company’s wholly-owned subsidiary, IntriCon, PTE LTD., entered into an international
senior secured credit agreement with Oversea-Chinese Banking Corporation Ltd. that provides for a $1,977 line of credit. Borrowings
bear interest at a rate of .75% to 2.5% over the lender’s prevailing prime lending rate. Weighted average interest on the international
credit facilities was 4.14%, 5.31% and 5.84% for the years ended December 31, 2010, 2009 and 2008. The outstanding balance was
$1,377 and $678 at December 31, 2010 and 2009, respectively. The total remaining availability on the international senior secured
credit agreement was approximately $600 and $1,177 at December 31, 2010 and 2009, respectively.

The Company relocated its Singapore facility during the 2010 fiscal year, as required by the Singapore government, which is
redeveloping the land where the former Singapore facility was located. In connection with the relocation, the Company entered into a
lease agreement for a new facility in Singapore. The new lease agreement includes a five year term which commenced October 2010
with monthly rental payments ranging from approximately $25 to $35 over the term of the lease. Further, the international credit
agreement was modified in August 2010 to allow an additional $370 in borrowing under the existing borrowing base to fund the
Singapore facility relocation. The borrowings are required to be repaid over a three year period.

8. OTHER ACCRUED LIABILITIES

Other accrued liabilities at December 31, 2010, and 2009 were as follows:

2010 2009
Taxes, including payroll withholdings and excluding income taxes .........c..ccoceeverierieciecrciiciniiiicn, $ 4 3 41
Accrued professional TEES........oi it 294 314
Accrued Dynamic Hearing strategic alliance payments ...........cccoeeevirvveiriiiieiioiiicenescseee e — 525
PEISION ...ttt st eb et s a e ettt e 90 91
Postretirement benefit 0bligations ..........cocveierverierieniriicrenrt et e 165 133
ORI ettt ettt ettt eb ettt ettt et et ISOUIOOROURTORUORRPRPRRRIN 944 532

$ 1,497  § 1,636
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9. DOMESTIC AND FOREIGN INCOME TAXES
Domestic and foreign income taxes (benefits) were comprised as follows:

Years ended December 31,

2010 2009 2008
Current
FOABTAL .ottt ettt b sttt er et $ — 5 — § —
1 72 - DTSSR OO TSP UIUUPOTERP TR PPRTOPI 6 — 94
FOTEIGI 1.ttt bbb 99 (N 105
105 @) 199
Deferred
e 2| DO OO OO OO UIOP PO PP POIOPP PP PPRRY — — —
N 721 L= TR OO OO PO POO PRI TP PP PP — — —
FOTEIZI oottt ek 40 27 66
40 27 66
Income taxes (DENETIL) .....oveviieeriririeiciieieereec et $ 145 $ 34) § 265
Income (loss) from continuing operations before income taxes is as follows:
FOTEIGN.....eueeeveereetetet it eb bt et s a bbb s bbb $ 634 § 12 597
DDOMIESLIC . veveeereeereeeteeeee et ettt enveesveesseesseeseessasnsaesseessassbaestesasesaeesbeeabaeesassanesanesbesbesatsensns 166 (1,848) 982
$ 800 $ (1,836) $ 1,579

The following is a reconciliation of the statutory federal income tax rate to the effective tax rate based on income (loss) from
continuing operations:

Years ended December 31,

2010 2009 2008

Tax provision at STATULOTY TALE .......ccocveuiiieiiiieriieee et 34.0% (34.0)% 34.0%
Change in valuation alloWanCe ..........ccccveiieiiriniernceee e (53.03) 31.2 (29.1)
Impact of permanent items, including stock based compensation €Xpense .................. 22.73 3.0 14.6
Effect of fOreign tax Tates .....ccoververiiiiiiiiiiiiiiieriietci et 2.97) (0.0) 2.4)
State taxes net of federal benefit.......cooveviiiniiiiininii e 1.21 (0.4) 32
Effect of dividend of foreign subsidiary in prior Year ...........ccccvverirerrnenineicsiininnnenss 30.61 0.0 0.0
10151 (U OO OO OO OO ROUPUUT PP PIPRPSOROO (10.12) (1.6) (3.5)
Domestic and foreign iNCOME tAX TAE .......vivuiiimrmeriiiiiei et 22.43% (1.8)% 16.8%

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred tax liabilities at
December 31, 2010, and 2009 are presented below:

2010 2009
Deferred tax assets:
Net operating loss carry forwards and credits — United States ........ococovieniiicieninnnicciiiiin $ 6,353 § 5,405
Depreciation and amOTtiZation ..........ccoeuiiiiriinreeeii s 197 578
Inventory related timing differences ..o 478 1,058
ComPenSation ACCTUALS.....c..e.ioveeiiriiii ittt sttt 702 675
ACCTUALS ANA TESETVES ..cuvieiviierirereeterereessresseerseeeeesneenereesosssast s st s e s s eass e bsebesabs e s e e s e sases b e sbatbesatssanens 430 588
N ettt et e et et et sa et e e st s etk et e a b et e R e ea bR R e a e e as e a et s s 201 456
Total deferred tax assets ......ccoveverrereecvueenne ettt ettteiteeeieeeiteseebbeentbeeasbeeiateeeteeente s neeeiaeeeibtessrneaan 8,361 8,760
LeSS: VAIUATION ALIOWAIICE ...eeeeveeeeeeeiereeeeeereeeeesreeeeesresesenseeesansereeasbesessonnseeeennsaseserasasesaransesenraraeas 8,361 8,760
Deferred tax assets net of valuation allOWance ........c..cceeverioiiiiiiiiniieeee e, $ — $ —
Deferred tax liabilities:
Plant and equipment, due to differences in depreciation and capitalized interest- Foreign................ $ (169) § (129)
Total deferred tax HabIHtIEs .. ....oveieeriieriieiieieeccrre e (169) (129)
NEE AETEITEA TAX ... vcveviiveveieerereeecreeretetes et ese st eaeae bbb estatsbebesaobe sesesssaesbe st et ene e e b ea s b e b e b b eb e s s et s es s s ebas $ (169) § (129)
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Domestic and foreign deferred taxes were comprised as follows:

December 31, 2010 Federal State Foreign Total
Current deferred ASSET..........ccovvviririvieeeireereeeseeeeeee e eeeeseen et eaessesens $ — 3 — 5 — 3 —
Non-current deferred ability .........cocivoeioiiiiiniiniieeice e — — (169) (169)
Net deferred tax Hability .........coceeeeveieieeienreieirieeesese e enesceneeeenas $ — — 5 (169) $ (169)
December 31, 2009 Federal State Foreign Total
Current deferred asSet.......ccovveeerierinirenneencececee e $ —  $ —  $ — 9 —
Non-current deferred lability .......cccoiinieveininniniiiiicniinceen, — — (129) (129)
Net deferred tax LHability ........coceoevevinneinincciiiiinccicccecene $ — — § (129) § (129)

The valuation allowance is maintained against deferred tax assets which the Company has determined are not likely to be realized.
The change in valuation allowance was $(399), $1,493 and $(867) for the years ended December 31, 2010, 2009 and 2008,
respectively. In addition as of December 31, 2010, the Company has net operating loss carryforwards for Federal tax purposes of
approximately $17,900 that begin to expire in 2022. Subsequently recognized tax benefits, if any, relating to the valuation allowance
for deferred tax assets or realization of net operating loss carryforwards will be reported in the consolidated statements of operations.
If substantial changes in the Company’s ownership occur, there could be an annual limitation on the amount of the carryforwards that
are available to be utilized. The Company analyzes ownership changes on a consistent basis.

The Company has not recognized a deferred tax liability relating to cumulative undistributed earnings of controlled foreign
subsidiaries in Germany and Singapore that are essentially permanent in duration. If some or all of the undistributed earnings of the
controlled foreign subsidiaries are remitted to the Company in the future, income taxes, if any, after the application of foreign tax
credits will be provided at that time. Determination of the amount of unrecognized tax liability related to undistributed earnings in
foreign subsidiaries is not currently practical.

In assessing the realizability of deferred tax assets, management considers whether it is more likely than not that some portion or all of
the deferred tax assets will not be realized. The Company regularly assesses the likelihood that the deferred tax assets will be
recovered from future taxable income. The Company considers projected future taxable income and ongoing tax planning strategies,
then records a valuation allowance to reduce the carrying value of the net deferred taxes to an amount that is more likely than not to be
realized. Based upon the Company’s assessment of all available evidence, including the previous three years of United States based
taxable income and loss after permanent items, estimates of future profitability, and the Company’s overall prospects of future
business, the Company determined that it is more likely than not that the Company will not be able to realize a portion of the deferred
tax assets in the future. The Company will continue to assess the potential realization of deferred tax assets on an annual basis, or an
interim basis if circumstances warrant. If the Company’s actual results and updated projections vary significantly from the projections
used as a basis for this determination, the Company may need to change the valuation allowance against the gross deferred tax assets.

The Company recognizes the financial statement benefit of a tax position only after determining that the relevant tax authority would
more likely than not sustain the position following an audit. For tax positions meeting the more-likely-than-not threshold, the amount
recognized in the financial statements is the largest benefit that has a greater than 50 percent likelihood of being realized upon ultimate
settlement with the relevant taxing authority. The Company determined all tax positions for which the statute of limitations remained
open. As a result of the implementation, the Company did not record any adjustment to the liability for unrecognized income tax
benefits or retained earnings. The Company does not have any unrecognized tax benefits as of December 31, 2010 and 2009.

The Company is subject to income taxes in the U.S. federal jurisdiction, and various states and foreign jurisdictions. Tax regulations
within each jurisdiction are subject to the interpretation of the related tax laws and regulations and require significant judgment to
apply. With few exceptions, the Company is no longer subject to U.S. federal and local, or non-U.S. income tax examinations by tax
authorities for the years starting before 2007 and for state tax authorities for the years starting before 2006. There are no other on-
going or pending IRS, state, or foreign examinations.

The Company recognizes penalties and interest accrued related to unrecognized tax benefits in income tax expense for all periods
presented. During the tax years ended December 31, 2010, 2009, and 2008 the Company has no amounts accrued for the payment of
interest and penalties.

10. EMPLOYEE BENEFIT PLANS

The Company has defined contribution plans for most of its domestic employees. Under these plans, eligible employees may
contribute amounts through payroll deductions supplemented by employer contributions for investment in various investments
specified in the plans. In the second quarter of 2009, the Company elected to suspend employer contributions into the defined
contribution plans. The Company contribution to these plans for 2010, 2009, and 2008 was $0, $74, and $301, respectively.
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The Company provides post-retirement medical benefits to certain domestic full-time employees who meet minimum age and service
requirements. In 1999, a plan amendment was instituted which limits the liability for post-retirement benefits beginning January 1,
2000 for certain employees who retire after that date. This plan amendment resulted in a $1.1 million unrecognized prior service cost
reduction which will be recognized as employees render the services necessary to earn the post-retirement benefit. The Company’s
policy is to pay the cost of these post-retirement benefits when required on a cash basis. The Company also has provided certain
foreign employees with retirement related benefits.

The Company measures the fair value of its post-retirement benefit based on level 3 inputs which are considered unobservable inputs
that are not corroborated by market data. Several assumptions and statistical variables are used in the models to calculate the expense
and liability related to the plan. We determine assumptions about the discount rate, the expected rate of return on plan assets and the
future rate of compensation increases which are disclosed below. The actuarial models also use assumptions on demographic factors
such as retirement, mortality and turnover. Changes in actuarial assumptions could vary materially from actual results due to economic
events and different rates of retirement, mortality and withdrawal. The following table is a roll forward of the level 3 fair value
measurement from December 31, 2009 to December 31, 2010:

Level 3 - Roll
December 31, 2000 FaIl VALUE.....c.ccviviriereeieeieteeteteieseeteereteseesteseebestestebestessenesetebe e eaesaesesesaesssssonesanasssnatsssensssenns $ 889
Benefits paid t0 PAItICIPANLS ...c.c.veveerieieririeiiieiiiciiie sttt etk (249)
PartiCipant CONIIDULIONS ......c.c.eeiiiiiiiieiititiiii e bbbttt 77
Changed in actuarial assumptions and INTETESt .........cccveviiiiiiiiiiic e 158
December 31, 2010 Fair VAU .......cceiviierieieeeirieieeeie sttt sttt s sst et st obesas s e a s es st e sa bbb ers s $ 875

The following table presents the amounts recognized in the Company’s consolidated balance sheets at December 31, 2010 and 2009
for post-retirement medical benefits:

2010 2009

Change in Projected Benefit Obligation .........ccccoiviiviiiiinininiini e

Projected benefit obligation at JANUAIY 1........cccoeceiniiiiciiiiiiiicin e $ 889 § 906
INEETEST COSE...eviiritiitirereierier et sttt st et ettt et s s e bbbt esr e ean b s et e b ens et st s eraesessas 49 58
ACtUArial 10SS/(ZAIN) ..eovveuieririernieieeieer ettt sttt sttt 109 90
Participant CONLIIDULIONS ......oveveeiereriericienentereeeret e ieei it eb s s ss ettt ae s 77 88
BEnefits PAId .. ..vcvevceeereciie et bbbt (249) (253)
Projected benefit obligation at December 31 ..o 875 889
Change in fair value of plan asSets ........cococooeeiriiiiiiiniiiniiee e

EMPIOYer CONITDULIONS .....covrieieienirierterecieiieniiiiris ettt ettt sessennes 172 165
Participant COMITDULIONS .....e.veetererierieeetier ettt ittt ettt sttt sanene s 77 88
Benefits PAIA......coveereeeterieiei ettt ettt bt (249) (253)
FUNAEA SLATUS ...e.veeevieeieeeieecieeieeereeee e e s et ettt eaecreeseeeseseessibesbe s b s s b s s b e e aeenneebeeabeeens (875) (889)
Amount recognized in balance Sheet ...

CUrrent HADILITIES ...vevveieereiierie ettt ettt eb s st sa b en et enenaesarens 165 133
NOBCUITENT HADITITIES <...evveverieereeieiericieieesteeeeet ettt eb e 710 756
NEL AIMOUNL ....veievieieveeiveteiereesae et eeetss et eeseaeer e ses e s eresssaste b ots b srsasa b nass st et eaeerebe s aensebns $ 875  § 889
Amount recognized in other comprehensive INCOME.......vvvvmiirveeiiiiiiiiie s

Unrecognized net actuarial Sainl ..........coveeeveeeiiiiiiniiiniiieeee et — —
TOAL ..ottt ettt ettt ettt ettt s s e b bbb b st a et tnee $ — 5 —

Accrued post-retirement medical benefit costs are classified as other post-retirement benefit obligations as of December 31, 2010 and
2009.

Net periodic post-retirement medical benefit costs for 2010, 2009 and 2008 included the following components:

2010 2009 2008
SEIVICE COSLuuvuvrrnirerereresiseessibeseseraresesessesesebesestataeseseseseseseeas it s stotsbes b e e sa st neneterens $ — ¥ —  § —
INEEIESE COSt.uvitiiieitieieieie sttt st ea e et enen 49 58 55
Net periodic post-retirement medical benefit COSt........cccvvvvevviiinniiccnncnes $ 49 S 58 § 55




For measurement purposes, an 8.0% annual rate of increase in the per capita cost of covered benefits (i.e., health care cost trend rate)
was assumed for 2010; the rate was assumed to decrease gradually to 5% by the year 2013 and remain at that level thereafter. The
health care cost trend rate assumption may have a significant effect on the amounts reported. For example, increasing the assumed
health care cost trend rates by one percentage point in each year would increase the accumulated post-retirement medical benefit
obligation as of December 31, 2010 by $14 and the aggregate of the service and interest cost components of net periodic post-
retirement medical benefit cost for the year ended December 31, 2010 by $1. Employer contributions for 2011 are expected to be
approximately $162.

The assumptions used for the years ended December 31 were as follows:

2010 2009 2008
Annual increase in cost 0f benefits .......cocvviviiiiiiiinnn 8.0% 9.0% 9.0%
Discount rate used to determine year-end obligations...........ccoeveeecniiiiniiiienes 6.0% 6.0% 7.0%
Discount rate used to determine year-end eXpense......coveeeeeeriieiinninieniiissanes 6.0% 7.0% 6.0%

The following employer benefit payments, which reflect expected future service, are expected to be paid:

DT L oot eee v e e e e e te e uee e et et be b e aa e b e e e bR et e e s b e R s et e b sttt $ 162
0 ) BT U O SO SO O TSRO POOPOP PP PP PRI $ 120
D003 oot eteeteareeeate s et ettt Rt s e R e R bt e e sa s e e e R aR R st $ 110
X0 O TR U TR U OO U ST Os OO O PO UUPPOIPPPPPPR $ 101
D005 oo et aeeaetee ——ate e te et eaae e ae st e te e s b s e e e s et e st e b e e $ 92
VEAS 2016 — 2020 ..o eeeeeeeeeeeeeeeeeeteesieeesreeeereeesssaesbeessestosanssssbasssnsasssresaneesans $ 337

The Company provides retirement related benefits to former executive employees and to certain employees of foreign subsidiaries.
The Company has consistently applied various assumptions in determining the fair market value of these liabilities including discount
rates, and mortality tables. The liabilities established for these benefits at December 31, 2010 and 2009 are illustrated below.

2010 2009
CULTEIE POTHIONL ... cvooeoeeeeeeesreeseseseseass s s ss s E LR b $ 90 § 91
LLOMG-EITI POTLIOM. ... vevevceniremsessess sttt 464 543
Total liability at DECEMBET 31 ......cuuiiiieriiuiniriisises s $ 554 § 634

11. CURRENCY TRANSLATION AND TRANSACTION ADJUSTMENTS

All assets and liabilities of foreign operations in which the functional currency is foreign are translated into U.S. dollars at prevailing
rates of exchange in effect at the balance sheet date. Revenues and expenses are translated using average rates of exchange for the
year. Adjustments resulting from the process of translating the financial statements of foreign subsidiaries into U.S. dollars are
reported as a separate component of shareholders” equity, net of tax, where appropriate.

Foreign currency transaction amounts included in the consolidated statements of operations include a loss of $134 in 2010, a loss of
$13 in 2009, and a loss of $77 in 2008.

12. COMMON STOCK AND STOCK OPTIONS

The Company has a 1994 stock option plan, a 2001 stock option plan, a non-employee directors’ stock option plan and a 2006 equity
incentive plan. New grants may not be made under the 1994, the 2001 or the non-employee directors’ stock option plans; however,
certain option grants under these plans remain exercisable as of December 31, 2010. The aggregate number of shares of common stock
for which awards could be granted under the 2006 Equity Incentive Plan as of the date of adoption was 699 shares. Additionally, as
outstanding options under the 2001 stock option plan and non-employee directors’ stock option plan expire, the shares of the
Company’s common stock subject to the expired options will become available for issuance under the 2006 Equity Incentive Plan. On
April 21, 2010, the Company’s shareholders approved an amendment to the 2006 Equity Incentive Plan to increase (i) the authorized
number of shares of the Company’s common stock reserved and issuable under the plan by an additional 250 shares and (ii) the
maximum number of incentive stock options that may be granted under the plan to be the same as the maximum number of shares that
may be granted under the plan.
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Under the various plans, executives, employees and outside directors receive awards of options to purchase common stock. Under the
2006 equity incentive plan, the Company may also grant stock awards, stock appreciation rights, restricted stock units and other
equity-based awards, although no such awards, other than awards under the director program and management purchase program
described below, had been granted as of December 31, 2010. Under all awards, the terms are fixed on the grant date. Generally, the
exercise price equals the market price of the Company’s stock on the date of the grant. Options under the plans generally vest over
three years, and have a maximum term of 10 years.

Additionally, the board has established the non-employee directors’ stock fee election program, referred to as the director program, as
an award under the 2006 equity incentive plan. The director program gives each non-employee director the right under the 2006
Equity Incentive Plan to elect to have some or all of his quarterly director fees paid in common shares rather than cash. There were 3,
3 and 2 shares issued in lieu of cash for director fees under the director program for the years ended December 31, 2010, 2009 and
2008, respectively.

On July 23, 2008, the Compensation Committee of the Board of Directors approved the non-employee director and executive officer
stock purchase program, referred to as the management purchase program, as an award under the 2006 Plan. The purpose of the
management purchase program is to permit the Company’s non-employee directors and executive officers to purchase shares of the
Company’s Common Stock directly from the Company. Pursuant to the management purchase program, as amended, participants may
elect to purchase shares of Common Stock from the Company not exceeding an aggregate of $100 during any fiscal year. Participants
may make such election one time during each twenty business day period following the public release of the Company’s earnings
announcement, referred to as a window period, and only if such participant is not in possession of material, non-public information
concerning the Company and subject to the discretion of the Board to prohibit any transactions in Common Stock by directors and
executive officers during a window period. There were 0, 20 and 5 shares purchased under the management purchase program during
the years ended December 31, 2010, 2009 and 2008, respectively.

Stock option activity during the periods indicated is as follows:

Number Weighted-Average Aggregate Intrinsic
of Shares Exercise Price Value
Outstanding at December 31, 2007..........c.cocoevevveeereenn. 854 % 5.83
Options forfeited ........oovvverieeeeeiieiieeeeee e, (45) 9.82
Options granted ............c.oeeveiieiiiiieeeeeeeeee e 176 7.35
Options eXerciSed . ....uvvoriiiriiieeieiereeiereeeeeeeeeeeeee e 3) 2.44
Outstanding at December 31, 2008............ccoovvevinveeenn, 982 5.93
Options forfeited ........cooirviiiiiiiieecce e, (1) 10.69
Options granted ............ccoevoveeeeieriieeeeeeeeeseeeeeeeeee e 83 3.29
Options eXercised.......coovveirviueeririeieeeieeceeeeeeeeeeeeeeen — —
Outstanding at December 31, 2009........coovoeeeoeeeeeo, 1,054 5.67
Options forfeited .....ooovveviriiiiiiiciieeeeeeee e (40) 4.97
Options granted..........o.ceeeeerrneieeieieeee e 127 344
Options eXerCiSed ......coceoviiiiviuereeiiee e (69) 3.11
Outstanding at December 31, 2010............ccocueveeeereennnn. 1,072 § 560 § 548
Exercisable at December 31, 2009 ........cccooovveveveeeeeenn. 808  § 5.16
Exercisable at December 31, 2010 ....ooveveeeeeeeeiereeeen, 829 § 5.93 $ 501
Available for future grant at January 1, 2010 ..................... 161
Auvailable for future grant at December 31, 2010 ............... 323

The number of shares available for future grant at December 31, 2010, does not include a total of up to 384 shares subject to options
outstanding under the 2001 stock option plan and non-employee directors’ stock option plan which will become available for grant
under the 2006 Equity Incentive Plan in the event of the expiration of said options.

The weighted-average remaining contractual term of options exercisable at December 31, 2010, was 5.5 years. The total intrinsic
value of options exercised during fiscal 2010, 2009, and 2008, was $55, $0, and $19, respectively.
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The weighted-average per share fair value of options granted was $1.86, $1.71, and $2.85, in 2010, 2009, and 2008, respectively,
using the Black-Scholes option-pricing model.

For disclosure purposes, the fair value of each stock option granted is estimated on the date of grant using the Black-Scholes option-
pricing model with the following weighted average assumptions:

2010 2009 2008
Dividend Yield .......coveieiniiiiiinmiriisicieisese e 0.0% 0.0% 0.0%
Expected VOIAtility .......c.cviiririniimiiiniieie s 62.03 - 62.16% 58.8 -62.4% 42.3 -53.5%
RiSK-Tree NLErESt TALE......ivvvreierieeireereererreeereeeieneesnneesve e sane e rasetbeansneas 2.35-2.52% 1.27 - 2.58% 1.4-2.8%
Expected Life (YEars) ......ocovvvvrmiiiiiniisnsic s 5.0 5.0 4.0

The Black-Scholes option-pricing model was developed for use in estimating the fair value of traded options that have no vesting
restrictions and are fully transferable. In addition, option-pricing models require the input of subjective assumptions, including the
expected stock price volatility. Because the Company’s options have characteristics different from those of traded options, in the
opinion of management, the existing models do not necessarily provide a reliable single measure of the fair value of its options.

The Company calculates expected volatility for stock options and awards using both historical volatility as well as the average
volatility of competitors. The Company’s historical volatility is not the sole input due to the material changes in the Company’s
consolidated operations as a result of the sales of business segments that occurred in 2005 and 2010. The expected term for stock
options and awards is calculated based on the Company’s estimate of future exercise at the time of grant.

The Company currently estimates a nine percent forfeiture rate for stock options and continually reviews this estimate.

The risk-free rates for the expected terms of the stock options and awards and the employee stock purchase plan is based on the
U.S. Treasury yield curve in effect at the time of grant.

The Company recorded $474, $561 and $526 of non-cash stock option expense for the years ended December 31, 2010, 2009 and
2008, respectively. As of December 31, 2010, there was $283 of total unrecognized compensation costs related to non-vested awards
that is expected to be recognized over a weighted-average period of 1.4 years.

At the 2007 annual meeting of shareholders, the shareholders approved the IntriCon Corporation 2007 Employee Stock Purchase Plan
(the “Purchase Plan”). A maximum of 100 shares may be sold under the Purchase Plan. There were 15, 30 and 30 shares purchased
under the plan for the years ended December 31, 2010, 2009 and 2008, respectively.

13. INCOME (LOSS) PER SHARE

The following table sets forth the computation of basic and diluted income (loss) per share:

Twelve months ended December 31,

2010 2009 2008

NUITIETALOTS: «.veeverriererereerrnerrresesetesennesasscosneseseseesssassraessresabsesoneresassessssns

Income (loss) before discontinued OPErations ..........coceveweeerrrnniererriniensenne $ 655 8§ (1,802) $ 1,314
Loss from discontinued operations, net of taxes and gain on sale .............. (294) (2,119) (276)
Net iNCOME (LOSS) .vvrrrerreeiereiemiieiererercceiseirsa et e 3 361 $ (3.921) § 1,038
DENOMINALOT: ..eeveireeerieireesteereeereerteeneeeeanesssessanesneetsesnresssasssassseastesieesneenne

Basic — weighted shares outstanding .........ocooeeeennnnnncccniiin, 5,484 5,394 5,314
Weighted shares assumed upon exercise of stock Options. ........cevercerenen. 51 — 225
Diluted — weighted shares outstanding ...........ocooevveennccneennniniiin 5,535 5,394 5,539
Basic earnings (10ss) per Share: ........ccoeoriniinieinieeiecneeece

CONtINUING OPETALIONS. .. v.vvrerereritieeieteriiieie s sess st setsns $ 012 § 034 5§ 0.25
Discontinued OPErations ..........ccoeiviiiiiereirmisiinniree et (0.05) (0.39) (0.05)
Basic earnings (10S) PET SHATE: ......c.ceiuiiiiiinrimimimciinnees e $ 007 § 0.73) § 0.20
Diluted earnings (108s) per share: ..........ccooviviniiiniinin,

CONtiNUING OPETAIONS. .. .ceeiuiririirriiieitenereiesessstr st $ 012 § (034) § 0.24
Discontinued OPETAtIONS ...c.covvviviiiriiiririereietiriie ettt (0.05) (0.39) (0.05)
Diluted earnings (108} per Share: ... $ 007 § 0.73) $ 0.19

The Company excluded stock options of 575, 1,247, and 232, in 2010, 2009, and 2008, respectively, from the computation of the
diluted income per share as their effect would be anti-dilutive. For additional disclosures regarding the stock options, see Note 12.
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14. CONTINGENCIES AND COMMITMENTS

The Company is a defendant along with a number of other parties in lawsuits alleging that plaintiffs have or may have contracted
asbestos-related diseases as a result of exposure to asbestos products or equipment containing asbestos sold by one or more named
defendants. Due to the noninformative nature of the complaints, the Company do not know whether any of the complaints state valid
claims against us. Certain insurance carriers have informed us that the primary policies for the period August 1, 1970-1973, have been
exhausted and that the carriers will no longer provide a defense under those policies. We have requested that the carriers substantiate
this situation. The Company believes it has additional policies available for other years which have been ignored by the carriers.
Because settlement payments are applied to all years a litigant was deemed to have been exposed to asbestos, the Company believes
when settlement payments are applied to these additional policies, it will have availability under the years deemed exhausted. The
Company does not believe that the asserted exhaustion of the primary insurance coverage for this period will have a material adverse
effect on the financial condition, liquidity, or results of operations. Management believes that the number of insurance carriers
involved in the defense of the suits and the significant number of policy years and policy limits, to which these insurance carriers are
insuring us, make the ultimate disposition of these lawsuits not material to our consolidated financial position or results of operations.

The Company’s wholly owned French subsidiary, Selas SAS, filed for insolvency in France and is being managed by a court
appointed judiciary administrator. The Company may be subject to additional litigation or liabilities as a result of the French
insolvency proceeding.

The Company is also involved in other lawsuits arising in the normal course of business. While it is not possible to predict with
certainty the outcome of these matters, management is of the opinion that the disposition of these lawsuits and claims will not
materially affect our consolidated financial position, liquidity or results of operations.

Total rent expense for 2010, 2009, and 2008 under leases pertaining primarily to engineering, manufacturing, sales and administrative
facilities, with an initial term of one year or more, aggregated $1,365, $1,211, and $1,179, respectively. Remaining rentals payable
under such leases, including equipment leases are as follows: 2011 - $1,318; 2012 - $877; 2013- $785; 2014 - $745; 2015 - $653 and
thereafter - $270, which includes two leased facilities in Minnesota that expire in 2011 and 2016, respectively, two leased facilities in
Maine that expire in 2012 and 2017 respectively, one leased facility in California that expires in 2012, one leased facility in Singapore
that expires in 2015 and one leased facility in Germany that expires in 2012. Certain leases contain renewal options as defined in the
lease agreements.

On October 5, 2007, the Company entered into employment agreements with its executive officers. The agreements call for payments
ranging from three months to two years base salary and unpaid bonus, if any, to the executives should there be a change of control as
defined in the agreement and the executives are not retained for a period of at least one year following such change of control. Under
the agreements, all stock options granted to the executives would vest immediately and be exercisable in accordance with the terms of
such stock options. The Company also agreed that if it enters into an agreement to sell substantially all of its assets, it will obligate the
buyer to fulfill its obligations pursuant to the agreements. The agreements terminate, except to the extent that any obligation remains
unpaid, upon the earlier of termination of the executive’s employment prior to a change of control or asset sale for any reason or the
termination of the executive after a change of control for any reason other than by involuntary termination as defined in the
agreements.

On July 20, 2008, the Company entered into a strategic alliance agreement with Dynamic Hearing Pty Ltd (“Dynamic Hearing”).
Effective October 1, 2008, Dynamic Hearing granted a license to the Company to use certain of Dynamic Hearing’s technology. The
initial term of the agreement was five years from the date of execution with an extension available upon agreement of the parties
within two months of the expiration of the initial term; however, either party had ability to terminate the agreement after the second
year of the term upon three months notice. The Company agreed to pay Dynamic Hearing: (i) an annual fee for access to the
technology licensed pursuant to the agreement and (ii) an additional “second component™ fee to maintain exclusive rights granted to
the Company with respect to hearing health products. Additionally, IntriCon agreed to make royalty payments on products that
incorporate Dynamic Hearing’s technology, and Dynamic Hearing has also agreed to provide the Company with engineering and other
services in connection with the licensed technology. Minimal royalty payments were made for the years ended December 31, 2010
and 2009. The Company has recorded $1,000 payable to Dynamic Hearing for the first two years of exclusive license fees described
above which was paid during 2010. In January of 2011, the strategic alliance agreement was amended to, among other things, remove
the “second component” fee for the remainder of the term and extend the date after which either party can terminate the agreement
through December 2012. The Company had $539 of short-term and $99 of long-term assets, at December 31, 2009. Exclusive rights
and engineering and other services were amortized through September 2010. The technology access fee will be amortized through
September 2013, the life of the agreement and is included in other assets, net on the balance sheet.

56



15. RELATED-PARTY TRANSACTIONS

One of the Company’s subsidiaries leases office and factory space from a partnership consisting of three present or former officers of
the subsidiary, including Mark Gorder, a member of the Company’s Board of Directors and the President and Chief Executive Officer
of the Company. The subsidiary is required to pay all real estate taxes and operating expenses. The total base rent expense, real estate
taxes and other charges incurred under the lease was approximately $477 for each of the years ended 2010, 2009 and 2008. Annual
lease commitments, which include base rent expense, real estate taxes and other charges approximate $475 through October 2011.

The Company uses the law firm of Blank Rome LLP for legal services. A partner of that firm is the son-in-law of the Chairman of our
Board of Directors. The Company paid approximately $205, $345, and $235 to Blank Rome LLP for legal services and costs in 2010,
2009, and 2008, respectively. The Chairman of our Board of Directors is considered independent under applicable Nasdaq and
SEC rules because (i) no payments were made to the Chairman or the partner directly in exchange for the services provided by the law
firm and (ii) the amounts paid to the law firm did not exceed the thresholds contained in the Nasdaq standards. Furthermore, the
aforementioned partner does not provide any legal services to the Company and is not involved in billing matters.

16. STATEMENTS OF CASH FLOWS

Supplemental disclosures of cash flow information:

Years ended December 31,

2010 2009 2008
INEEIESt TECEIVEM. ... ouivereriritiieieeeieie e rebe et vttt ene st b e $ 2§ 3 S 31
INEETESE PAIA ...vvevirereeiiecricii ettt 666 628 574
INCOME tAXES PAIA ...vevvereeiieiiriestit et 7 35 222
Equipment purchased through capital lease obligation..........c.coooveeereieininnenn, — — 1,278
Shares 1SSUEd FOT SEIVICES .viuvieviereeierreerieerieeierieeeeeeee e srasre e serserre s 10 10 12
License agreement financed through licensor...........cooovviieiiiiiiiiiiccnnen, - — 1,000
Fair value of assets acquired in the acquisition of DatriX .........cccccoviiiiiinne, — 2,788 —
Issuance of stock considerationfor acquisition of DatriX ........ccccccovniiiiininnnn, — (270) —
Note payable issued for acquisition of DatriX.......c.coviiineininiieiniiines — (1,050) —
Liabilities assumed in the acquisition of DatrixX .........ccceeericiiviiinininciieeens — (113) —

17. DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments in the form of interest rate swaps are used by the Company from time to time in managing its interest
rate exposure. The Company does not hold or issue derivative financial instruments for trading purposes. When entered into, the
Company formally designates the derivative financial instrument as a hedge of a specific underlying exposure if such criteria are met,
and documents both the risk management objectives and strategies for undertaking the hedge. The Company formally assesses, both at
inception and at least quarterly thereafter, whether the derivative financial instruments that are used in hedging transactions are
effective at offsetting changes in either the fair value or cash flows of the related underlying exposure. Because of the high correlation
between the derivative financial instrument and the underlying exposure being hedged, fluctuations in the value of the derivative
financial instruments are generally offset by changes in the fair values or cash flows of the underlying exposures being hedged. Any
ineffective portion of a derivative financial instrument’s change in fair value would be immediately recognized in earnings.

The interest rate swaps are designated as cash flow hedges with the changes in fair value recorded in accumulated other
comprehensive loss and as a derivative hedge asset or liability, as applicable. The interest rate swaps settle periodically in arrears with
the related amounts for the current settlement period payable to, or receivable from, the counter-parties included in accrued liabilities
or accounts receivable and recognized in earnings as an adjustment to interest expense from the underlying debt to which the interest
rate swap is designated.

Upon termination of the Bank of America credit facility, the Company was required to settle the outstanding obligations of $121 for
the liability related to its interest rate swap agreement with Bank of America and recognize the corresponding charge of $121 in
interest expense in the three month period ended September 30, 2009, which was previously included in other comprehensive income.

Interest rate swaps, which are considered derivative instruments, of $0 and $35 are reported on the balance sheet at fair value in other
current liabilities at December 31, 2010 and December 31, 2009, respectively.
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Accounting standards define fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. In determining fair value, the Company uses various valuation
methods. The assumptions used in the application of these valuation methods are developed from the perspective of market
participants pricing the asset or liability. Inputs used in the valuation methods can be either readily observable, market corroborated, or
generally unobservable inputs. Whenever possible the Company attempts to utilize valuation methods that maximize the use of
observable inputs and minimizes the use of unobservable inputs. Based on the observability of the inputs used in the valuation
methods, the Company is required to provide the following information according to the fair value hierarchy. The fair value hierarchy
ranks the quality and reliability of the information used to determine fair values. Assets and liabilities measured, reported and/or
disclosed at fair value will be classified and disclosed in one of the following three categories:

Level 1: Quoted market prices in active markets for identical assets or liabilities.
Level 2: Observable market based inputs or unobservable inputs that are corroborated by market data.
Level 3: Unobservable inputs that are not corroborated by market data.

The LIBOR swap rates are observable at commonly quoted intervals for the full terms of the interest rate swaps and therefore are
considered Level 2 items.

18. INVESTMENT IN PARTNERSHIPS

In December 2006, the Company joined the Hearing Instrument Manufacturers Patent Partnership (K/S HIMPP). Members of the
partnership include the largest six hearing aid manufacturers as well as several other smaller manufacturers. The purchase price of
$1,800 included a 9% equity interest in K/S HIMPP as well as a license agreement that grants the Company access to over 45
US registered patents. The Company accounted for the K/S HIMPP investment using the equity method of accounting for common
stock, as the equity interest is deemed to be “more than minor”. The unpaid balance of $500 at December 31, 2010 will be paid in two
annual principal installments of $260 and $240 in 2011 and 2012, respectively. The unpaid balance is unsecured and bears interest at
an annual rate of 4%, which is payable annually with each installment. The investment in the partnership exceeded underlying net
assets by approximately $1,475. Based on the final assessment of the partnership, the Company has determined that approximately
$345 of the excess of the investment over the underlying partnership net assets relates to underlying patents (amortized on a straight-
line basis over ten years). The remaining $1,130 of the excess of the investment over the underlying partnership net assets was
assigned to the non-exclusive patent license agreement (amortized on a straight-line basis over ten years). The Company recorded a
$191, $202 and $145 decrease in the carrying amount of the investment, reflecting amortization of the patents, patent license
agreement and the Company’s portion of the partnership’s operating results for the years ended December 31, 2010, 2009 and 2008,
respectively. The carrying amount of the K/S HIMPP partnership is $937 and $1,121 at December 31, 2010 and 2009, respectively.
The remaining amount to amortize at December 31, 2010 is $148, for each of the years ending December 31, 2011 through 2015,
respectively. The difference of $52 in the carrying value of the investment at December 31, 2010 is the Company’s remaining
investment in partnership underlying net assets.

The Company owns a 50% interest in a joint venture with a Swiss company to market, design, manufacture, and sell audio coils to the
hearing health industry. The Company recorded a $56 increase in the carrying amount of the investment, reflecting the Company’s
portion of the joint venture’s operating results for the year ended December 31, 2010. The Company has recorded an increase of
approximately $53 and a decrease of $59 in the carrying amount of the investment for the years ended December 31, 2009 and 2008.
The carrying amount of the investment was $172 and $117 at December 31, 2010 and 2009, respectively. The Company had a
receivable of approximately $285 and $116 related to management fees as of December 31, 2010 and 2009, respectively.

Condensed financial information of the joint venture at and for the years ended December 31, 2010 and 2009 are as follows:

2010 2009
Balance Sheet:
CUITEIE ASSELS ..vvevvervierereresteseeeseotsentensessesesseesaeseastessesseesssreessersesaeersasssnresaeessensansesseassenearenssennen, $ 1,424  § 833
INONACUITEIE ASSELS ..vveiiiiuiiieeeiieieeieireeeeeeateeseeraeeesenrreaaaseeeesaaseeeseaaneessassseeessutaesassnneessnsseeessnsnnes 202 224
TOLAL ASSELS.....veviereineeereriereereetteseeeseeteesee et eesee e et eeseesseesenbe st essesseasasasassessansasseassesaansansensennsensanss $ 1,626 $ 1,057
CUITENE HADIIITIES ..o iveiiii it ee et ee e e e et eeeeeee e e eeabbesaeaabbeeeetbasasansssaeessssesesnnns 1,061 604
StOCKNOLACTS” BQUILY ...ceruvirieeiiiieiieiteeiecte ettt ettt sas e 565 453
Total liabilities and stoCKNOIAErS” EQUILY .....evverririrerieeteiert ettt $ 1,626 $ 838
Income Statement:
INEE TEVEIIUECS ...vvivvevvetieveeveetrereereereereesseesessesseessessensseseessessasbessaassesaessasseseaseassassensansessressennensessens $ 3953 $ 2,192
INEE INCOIME ..ottt ettt es vt eeeeeaeaseeeeereeeeseessesseasesbesaeessenserbesreetsersensenseeneessesseasensanssanens $ 112 $ 105
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19. REVENUE BY MARKET
The following table set forth, for the periods indicated, net revenue by market:

Years Ended December 31,

2010 2009 2008
Body-Worn Device Segment
IMEAICAL ...ttt ettt et ettt e e e set e e e s ettt ras s $ 24,594 § 23,005 % 20,133
Hearing Health........c.ccoviiiiiininiiicciieiee e 21,007 18,432 23,768
Professional Audio COMMUNICALIONS ...vveerrreeriererorecreeeenirieireciieneseeeirresenneens 13,096 10,239 14,007
TOtAl NEE SALES...eenveeeeeeeeeeeit et et eeteeeteeeeeeseesseeseesaesseesseeasesanesneeenresatesasesnnes $ 58,697 % 51,676  $ 57,908
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ITEM 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure
None.

ITEM 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures. As of the end of the period covered by this report (the “Evaluation Date”), the
Company carried out an evaluation, under the supervision and with the participation of management, including the Chief Executive
Officer (principal executive officer) and the Chief Financial Officer (principal financial officer), of the effectiveness of the design and
operation of our disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) of the Exchange Act). Based upon that
evaluation, the Chief Executive Officer and Chief Financial Officer concluded that, as of the Evaluation Date, our disclosure controls
and procedures were effective to ensure that information required to be disclosed by the Company in the reports that it files or submits
under the Exchange Act is (i) recorded, processed, summarized and reported within the time periods specified in applicable rules and
forms, and (ii) accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial
Officer, to allow timely decisions regarding required disclosure.

Management’s Annual Report on Internal Control Over Financial Reporting. The report of management required under this Item
9A is contained in Item 8 of this Annual Report on Form 10-K under the caption “Management’s Report on Internal Control Over
Financial Reporting.”

Changes in Internal Controls over Financial Reporting. There were no changes in our internal control over financial reporting (as
such term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the most recent fiscal quarter covered by this
report that would have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial
reporting.

A control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives
of the control system are met. Further, the design of a control system must reflect the fact that there are resource constraints, and the
benefits of controls must be considered relative to their costs. Because of the inherent limitations in all control systems, no evaluation
of controls can provide absolute assurance that all control issues and instances of fraud, if any, within the Company have been
detected. Because of the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and not
be detected.

ITEM 9B. Other Information

In November, 2010, the Board amended the 1994 Stock Option Plan to permit the cashless exercise of options. For further
information, see Exhibit 10.1.3, which is incorporated by reference herein.
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PART 111

ITEM 10. Directors., Executive Officers and Corporate Governance

The information called for by Item 10 is incorporated by reference from the Company’s definitive proxy statement relating to its 2011
annual meeting of shareholders, including but not necessarily limited to the sections of the 2011 proxy statement entitled “Proposal 1
— Election of Directors” and “Section 16(a) Beneficial Ownership Reporting Compliance.”

The information concerning executive officers contained in Item 4A hereof is incorporated by reference into this Item 10.

Code of Ethics

The Company has adopted a code of ethics that applies to its directors, officers and employees, including its principal executive
officer, principal financial and accounting officer, controller and persons performing similar functions. Copies of the Company’s code
of ethics are available without charge upon written request directed to Cari Sather, Director of Human Resources, IntriCon
Corporation, 1260 Red Fox Road, Arden Hills, MN 55112. The Company intends to satisfy the disclosure requirement under Item 10
of Form 8-K regarding any future amendments to a provision of its code of ethics by posting such information on the Company’s
website: www.intricon.com.

ITEM 11. Executive Compensation

The information called for by Item 11 is incorporated by reference from the Company’s definitive proxy statement relating to its 2011
annual meeting of shareholders, including but not necessarily limited to the sections of the 2011 proxy statement entitled “Director
Compensation for 2010,” and “Executive Compensation”.

ITEM 12. Security Ownership of Certain Beneficial Owners and Management and Related
Stockholder Matters

The information called for by Item 12 is incorporated by reference from the Company’s definitive proxy statement relating to its 2011
annual meeting of shareholders, including but not necessarily limited to the section of the 2011 proxy statement entitled “Share
Ownership of Certain Beneficial Owners, Directors and Certain Officers.”

Equity Compensation Plan Information

The following table details information regarding the Company’s existing equity compensation plans as of December 31, 2010:

©)
(@) (b) Number of securities
Number of Weighted- remaining available for
securities to be average exercise future issuance under
issued upon exercise price of equity compensation
of outstanding outstanding plans (excluding
options, warrants options, warrants securities reflected in
Plan Category and rights and rights column (a))
Equity compensation plans approved by security
DOIAETS(1) wovviereeieeireic it 895 § 6.11 344
Equity compensation plans not approved by security
ROLAETS(2) werervveererereeeessresssseeeeesssessessersssssesssssssseses 177 $ 3.02 —
TOLAL oottt eere ettt e e e s st et e e e bne e 1,072  § 5.60 344

(1) The amount shown in column (¢) includes 323 Common Shares issuable under the Corporation’s 2006 Equity Incentive Plan and
21 Common Shares available for purchase under the Corporation’s Employee Stock Purchase Plan. Under the terms of the 2006
Equity Incentive Plan, as outstanding options under the Corporation’s Old Plans expire, the shares of common stock subject to the
expired options will become available for issuance under the 2006 Equity Incentive Plan. As of December 31, 2010, 384 Common
Shares were subject to outstanding options under the Old Plans. Accordingly, if any of these options expire, the Common Shares
subject to expired options also will be available for issuance under the 2006 Equity Incentive Plan.

(2) Represents shares issuable under the Non-Employee Directors Stock Option Plan, the (“Non-Employee Directors Plan”), pursuant
to which directors who are not employees of the Company or any of its subsidiaries were eligible to receive options. The exercise
price of the option was the fair market value of the stock on the date of grant. Options become exercisable in equal one-third annual
installments beginning one year from the date of grant, except that the vesting schedule for discretionary grants is determined by the
Compensation Committee. As a result of the approval of the 2006 Plan by the shareholders at the 2006 annual meeting of
shareholders, no further grants will be made pursuant to the Non-Employee Directors Plan.
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ITEM 13. Certain Relationships and Related Transactions, and Director Independence

The information called for by Item 13 is incorporated by reference from the Company’s definitive proxy statement relating to its 2011
annual meeting of shareholders, including but not necessarily limited to the sections of the 2011 proxy statement entitled “Certain
Relationships and Related Party Transactions” and “Independence of the Board of Directors.”

ITEM 14. Principal Accounting Fees and Services

The information called for by Item 14 is incorporated by reference from the Company’s definitive proxy statement relating to its 2011
annual meeting of shareholders, including but not necessarily limited to the sections of the 2011 proxy statement entitled “Independent
Registered Public Accounting Fee Information.”

PART IV
ITEM 15. Exhibits, Financial Statement Schedules
(a) The following documents are filed as a part of this report:
1) Financial Statements — The consolidated financial statements of the Registrant are set forth in Item 8 of Part II of this report.

Consolidated Statements of Operations for the years ended December 31, 2010, 2009 and 2008.
Consolidated Balance Sheets at December 31, 2010 and 2009.
Consolidated Statements of Cash Flows for the years ended December 31, 2010, 2009 and 2008.

Consolidated Statements of Shareholders’ Equity and Comprehensive Income for the years ended December 31, 2010, 2009
and 2008.

Notes to Consolidated Financial Statements

2) Financial Statement Schedules
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
SUPPLEMENTARY INFORMATION

To the Sharcholders, Audit Committee and Board of Directors
IntriCon Corporation and Subsidiaries
Arden Hills, Minnesota

Our audits were made for the purpose of forming an opinion on the basic 2010, 2009, and 2008 consolidated financial statements of
IntriCon Corporation and Subsidiaries taken as a whole. The consolidated supplemental schedule 1T is presented for purposes of
complying with the Securities Exchange Commission’s rules and is not a part of the basic consolidated financial statements. This
schedule has been subjected to the auditing procedures applied in our audits of the 2010, 2009 and 2008 basic consolidated financial
statements and, in our opinion, is fairly stated in all materials respects in relation to the basic consolidated financial statements taken

as a whole.
/s/ BAKER TILLY VIRCHOW KRAUSE, LLP

Minneapolis, Minnesota
March 8, 2011
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Schedule II - Valuation and Qualifying Accounts
INTRICON CORPORATION AND SUBSIDIARY COMPANIES

Valuation and Qualifying Accounts
December 31, 2010, 2009 and 2008

“Addition”

Balance at charged to Balance

beginning costs and “Less” at end
Description of Year expense deductions of year
Year ended December 31, 2010
Allowance for doubtful aCCOUNLS ......oveeveveeierieiiieeeeceeeeeee e 3 226§ 50 % 57(a) $ 219
Deferred tax asset valuation alloWance .........c.oeeeeveeeeeeeieceeeeeeeeereenens $ 8,760 § 1,069 § 1,468 $ 8,361
Year ended December 31, 2009
Allowance for doubtful acCOUNS ......cvevvevveviirerieieeierieeceeeec e $ 332 % 67 § 173(a) $ 226
Deferred tax asset valuation allowance ..........coceeoevevviveeeeerceverieeeane, $ 7,267 $ 1,493  § — $ 8,760
Year ended December 31, 2008
Allowance for doubtful aCCOUNLS .......cvvveveiieirerieieiesiieieeei e $ 229 $ 104 $ I(a) $ 332
Allowance for note receivable ........cccoovviiiiiiiiiiecieceeeeeeee e $ 225§ — 3 225 $ —
Deferred tax asset valuation allowance .........ccocoevvevvvvevcveveerevneevenenn, $ 8,134 § — 3 867 $ 7,267

a) Uncollectible accounts written off.

All other schedules are omitted because they are not applicable, or because the required information is included in the
consolidated financial statements or notes thereto.
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3) Exhibits —

2.1 Asset purchase agreement dated March 31, 2005 among the Company and Selas Heat Technology, LLP (Schedules and
exhibits are omitted pursuant to Regulation S-K, Item 601(b)(2);IntriCon Corporation agrees to furnish a copy of such
schedules and/or exhibits to the Securities and Exchange Commission upon request) (Incorporated by reference from the
Company’s quarterly report on Form 10-Q for the quarter ended March 31, 2005.)

2.2 Asset Purchase Agreement by and among IntriCon Corporation, TI Acquisition Corporation, Tibbetts Industries, Inc. and
certain shareholders of Tibbetts Industries, Inc. dated April 19, 2007. (Incorporated by reference from the Company’s
current report on Form 8-K filed with the Commission on April 23, 2007.)

2.3 Asset Purchase Agreement dated as of May 28, 2010 among RTIE Holdings LLC, RTI Electronics, Inc., and IntriCon
Corporation. (Schedules and exhibits are omitted pursuant to Regulation S-K, Item 601(b)(2); IntriCon Corporation agrees
to furnish a copy of such schedules and/or exhibits to the Securities and Exchange Commission upon request.) (Incorporated
by reference from the Company’s Current Report on Form 8-K filed with the Commission on June 3, 2010).

3.1 The Company’s Amended and Restated Articles of Incorporation, as amended. (Incorporated by reference from the
Company’s current report on Form 8-K filed with the Commission on April 24, 2008.)

32 The Company’s Amended and Restated By-Laws. (Incorporated by reference from the Company’s annual report on
Form 8-K filed with the Commission October 12, 2007.)

+10.1.1 Amended and Restated 1994 Stock Option Plan. (Incorporated by reference from the Company’s annual report on
Form 10-K for the year ended December 31, 1997.)

+10.1.2 Form of Stock Option Agreements granted under the Amended and Restated 1994 Stock Option Plan. (Incorporated by
reference from the Company’s annual report on Form 10-K for the year ended December 31, 1995.)

+10.1.3* Amendment No. 1 to Amended and Restated 1994 Stock Option Plan.

+10.1.4* Amendment No. 1 to Form of Stock Option Agreements granted under the Amended and Restated 1994 Stock Option Plan,

as amended. (Included in Exhibit 10.1.3.)

+10.2.1 2001 Stock Option Plan. (Incorporated by reference from the Company’s annual report on Form 10-K for the year ended
December 31, 2000.)

10.2.2 Form of Stock Option Agreement issued to executive officers pursuant to the 2001 Stock Option Plan. (Incorporated by
reference from the Company’s current report on Form 8-K filed with the Commission on April 26, 2005.)

+10.3 Supplemental Retirement Plan (amended and restated effective January 1, 1995). (Incorporated by reference from the
Company’s annual report on Form 10-K for the year ended December 31, 1995.).

10.4 Amended and Restated Office/Warchouse Lease, between Resistance Technology, Inc. and Arden Partners 1. L.L.P. (of
which Mark S. Gorder is one of the principal owners) dated November 1, 1996. (Incorporated by reference from the
Company’s annual report on Form 10-K for the year ended December 31, 1996.)

+10.5.1 Amended and Restated Non-Employee Directors’ Stock Option Plan. (Incorporated by reference from the Company’s
annual report on Form 10-K for the year ended December 31, 2001.)

+10.5.2 Form of Non-employee director Option Agreement for options issued pursuant to the Amended and Restated Non-
Employee Directors Stock Option Plan. (Incorporated by reference from the Company’s current report on Form 8-K filed
with the Commission on October 3, 2005.)

+10.6 2006 Equity Incentive Plan. (Incorporated by reference from Appendix A to the Company’s proxy statement filed with the
SEC on March 15, 2010.)

+10.7 Form of Stock Option Agreement issued to executive officers pursuant to the 2006 Equity Incentive Plan. (Incorporated by
reference from the Company’s quarterly report on Form 10-Q for the quarter ended March 31, 2006.)

+10.8 Form of Stock Option Agreement issued to directors pursuant to the 2006 Equity Incentive Plan. (Incorporated by reference
from the Company’s quarterly report on Form 10-Q for the quarter ended March 31, 2006.)
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+10.9

+10.10

+10.11

10.12

10.13

10.14

+10.15

+10.16

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25%

Non-Employee Directors Stock Fee Election Program. (Incorporated by reference from the Company’s annual report
on Form 10-K for the year ended December 31, 2006.)

Non-Employee Director and Executive Officer Stock Purchase Program, as amended. (Incorporated by reference
from the Company’s quarterly report on Form 10-Q filed with the Commission on November 14, 2008.)

Deferred Compensation Plan. (Incorporated by reference from the Company’s current report on Form 8-K filed with
the Commission on May 17, 2006.)

Purchase Agreement between Resistance Technology, Inc. and MDSC Partners, LLP dated May 5, 2006.
(Incorporated by reference from the Company’s current report on Form 8-K filed with the Commission on June 21,
2006.)

Land and Building Lease Agreement between Resistance Technology, Inc. and MDSC Partners, LLP dated June 15,
2006. (Incorporated by reference from the Company’s current report on Form 8-K filed with the Commission on
June 21, 2006.)

Agreement by and between K/S HIMPP and IntriCon Corporation dated December 1, 2006 and the schedules thereto.
(Incorporated by reference from the Company’s annual report on Form 10-K for the year ended December 31, 2006.)

Employment Agreement with Mark S. Gorder. (Incorporated by reference from the Company’s annual report on
Form 8-K filed with the Commission October 12, 2007.)

Form of Employment Agreement with executive officers. (Incorporated by reference from the Company’s annual
report on Form 8-K filed with the Commission October 12, 2007.)

Loan and Security Agreement dated as of May 22, 2007, by and among IntriCon, Resistance Technology, Inc.,
RTI Electronics, Inc. and IntriCon Tibbetts Corporation and LaSalle Bank National Association. (Incorporated by
reference from the Company’s current report on Form 8-K filed with the Commission on May 25, 2007.)

First Amendment to Loan and Security Agreement dated as of September 30, 2007, by and among IntriCon,
Resistance Technology, Inc., RTI Electronics, Inc. and IntriCon Tibbetts Corporation and LaSalle Bank National
Association. (Incorporated by reference from the Company’s current report on Form 8-K filed with the Commission
October 12, 2007.)

Second Amendment to Loan and Security Agreement dated as of June 30, 2008, by and among IntriCon, Resistance
Technology, Inc., RTI Electronics, Inc., IntriCon Tibbetts Corporation and LaSalle Bank National Association.
(Incorporated by reference from the Company’s current report on Form 8-K filed with the Commission July 7, 2008.)

Third Amendment to Loan and Security Agreement dated as of December 31, 2008, by and among IntriCon,
IntriCon, Inc., RTI Electronics, Inc., IntriCon Tibbetts Corporation and LaSalle Bank National Association.
(Incorporated by reference from the Company’s annual report on Form 10-K for the year ended December 31, 2008.)

Trademark Security Agreement dated as of May 22, 2007, by IntriCon in favor of LaSalle Bank National Association.
(Incorporated by reference from the Company’s current report on Form 8-K filed with the Commission on May 25,
2007.)

Trademark Security Agreement dated as of May 22, 2007, by Resistance Technology, Inc. in favor of LaSalle Bank
National Association. (Incorporated by reference from the Company’s current report on Form 8-K filed with the
Commission on May 25, 2007.)

Strategic Alliance Agreement among IntriCon Corporation and Dynamic Hearing Pty Ltd effective as of October 1,
2008. (Incorporated by reference from the Company’s annual report on Form 10-K for the year ended December 31,
2008.)

First Amendment to Strategic Alliance Agreement among IntriCon Corporation and Dynamic Hearing Pty Ltd
effective as of January 1, 2011.
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10.26.1

10.26.2

10.27

10.28

10.29

21%

23.1%*

31.1%

31.2%

32.1%

32.2%

Loan and Security Agreement dated as of August 13, 2009 by and among IntriCon Corporation, RTI Electronics, Inc.,
IntriCon Tibbetts Corporation, IntriCon Datrix Corporation ({/k/a Jon Barron, Inc.) and The PrivateBank and Trust
Company (Incorporated by reference from the Company’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2009 filed with the Commission on November 16, 2009.)

First Amendment and Waiver dated March 12, 2010 to Loan and Security Agreement dated as of August 13, 2009 by
and among IntriCon Corporation, RTI Electronics, Inc., IntriCon Tibbetts Corporation, IntriCon Datrix Corporation
and The PrivateBank and Trust Company. (Incorporated by reference from the Company’s Quarterly Report on Form
10-Q for the quarter ended March 31, 2010 filed with the Commission on May 17, 2010.)

Revolving Credit Note issued to The PrivateBank and Trust Company dated August 13, 2009 (Incorporated by
reference from the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2009 filed with
the Commission on November 16, 2009.)

Term Note issued to The PrivateBank and Trust Company dated August 13, 2009 (Incorporated by reference from the
Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2009 filed with the Commission on
November 16, 2009.)

Subordinated Non-Negotiable Promissory Note issued to Jon V. Barron dated August 13, 2009 (Incorporated by
reference from the Company’s Quarterly Report on Form 10-Q for the quarter ended September 30, 2009 filed with
the Commission on November 16, 2009.)

List of significant subsidiaries of the Company.

Consent of Independent Registered Public Accounting Firm (Baker Tilly Virchow Krause, LLP).

Certification of principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

Certification of principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act 0f 2002

Certification of principal executive officer pursuant to U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

Certification of principal financial officer pursuant to U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

* Filed herewith.
+ Denotes management contract, compensatory plan or arrangement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

INTRICON CORPORATION
(Registrant)

By: /s/ Scott Longval
Scott Longval
Chief Financial Officer,
Treasurer and Secretary

Dated: March §, 2011

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

/s/ Mark S. Gorder

Mark S. Gorder

President and Chief Executive

Officer and Director (principal executive officer)
March 8, 2011

/s/ Scott Longval

Scott Longval

Chief Financial Officer

Treasurer and Secretary

(principal accounting and financial officer)
March 8, 2011

/s/ Nicholas A. Giordano

Nicholas A. Giordano
Director
March 8, 2011

/s/ Robert N. Masucci

Robert N. Masucci
Director
March 8, 2011

/s/ Michael J. McKenna

Michael J. McKenna
Director
March 8, 2011

/s/ Philip N. Seamon

Philip N. Seamon
Director
March 8, 2011
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EXHIBITS:

10.1.3

10.1.4

10.25

21

23.1

31.1

31.2

32.1

322

EXHIBIT INDEX

Amendment No. 1 to Amended and Restated 1994 Stock Option Plan.

Amendment No. 1 to Form of Stock Option Agreements granted under the Amended and Restated 1994 Stock Option
Plan, as amended. (Included in Exhibit 10.1.3.)

First Amendment to Strategic Alliance Agreement among IntriCon Corporation and Dynamic Hearing Pty Ltd
List of significant subsidiaries of the Company.

Consent of Independent Registered Public Accounting Firm (Baker Tilly Virchow Krause, LLP).

Certification of principal executive officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of principal financial officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of principal executive officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes Oxley Act of 2002.

Certification of principal financial officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes Oxley Act of 2002.
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