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w0 surrendered sh 'll se proparly endorgst or be othenwite in proper form for transic
andd ihat rach Imnsferss shall () jr‘Lf to tha Exchange Ageat my tranefzr or other
taxes raquired, or (1) euablizh (o he sedtfaetion of the Exchange Ageat tha such
Aus been paid or {9 not soveSio,

’
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g
0.4 A tenend such irl o

svmpay o

n Ho fractional shares of Mattronis Cammon Stock ang no certiffcnins or
serip therefar, or other evidenca of ownership thersof, shall be issued upen the
surcender {or excinnge of Canificates. oo dividend or distribution of Meduenle shaid
relate oy any freeviendd chinre, and such Trestional thare interests shall not entlle the
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oA ) tevod o vore or (¢ any nghts of 2 shareholoer of Meditene. All fiactivnal
siey of Medlronle Comman Siock to which 2 heider ¢ I'S Mestical Common §t¢
w«y,nd otharwisa be entitled with respect lo cach Merger Skare Issuance Data shall be
iggregated  If Q fractional share rrsulta from sueh aggregation, then {n lteu of sush
fractionzl sham) the Bachange Agent shall pay (¢ each holder of shares o) 3 Meddizad
"‘u;.ﬂ.r...‘n Sroek who otherwise would be entitled o receiva such frectional thara of
“edtronic Common Stock an amount of cash (without ntenest) detarmined by
,qm.xp:)'rwg (i) the Average Market Price ar suech Merger Share Issuance Date by (i)

the frectional share of Medtronic Common Steck to which such Moldsr would
ctharwies be enitiled, Medirome wili ks available to the uf“m*;: Agund any cash
recersry far tiis puipote in consideration of the cancellation of such fructicns!
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TO
HERGER »\(JP FEMENT
L :
NMDT ACQUISITIGN CORDP.
(a California corporaion)
INTO

CHULTE MEDICAT RESEARCH CORPORATION

(a Cabifornia corporation)

PLUDE!

Ciary ¢ East and Marea M. Bryent cortify that:

i They 2z the duly elected and

Pudeny Schuite Meaic] Research Corpor: b, o

President and Seeretary, respectively, «
alitorniz corporation ("I'S Medical™).

o FS Rledical's autherized capital stock consists of Common Steek, no pa
value, and Preferred Q'v"*’, neopar mizi". Py Medical has 46,610 shores of Common Stock
cutstancing and zero sheres of Preferred Stock asisianding.

3 Fhe piinci 2! ters of the Merger Agreement attached hereto, providing for

th : DT Acguistion Corp, ("Suhsidiaryy with and into P8 Medical, were
opt u"»v-'-i by the unanimons voie of all of the oulstanding shares of Commoen Stock which

coptaled or exceeded the vate vavpuired,

: The perenntage vote requiresd way more than 0% of the Comimon Stock
s The merger of Subsidiary with and into PS Medical has been approved by the

Board of Directors of &8 Medreal.

N \‘v"‘"'NESS WHIRFEOF, the undersizined have executed this Qificer’s Certificnte
on October 27 LN

-

42"/2’:!‘ ,"4.4_.« f;fﬁx‘ﬂ‘fﬁfu e
\hrm Pn Bryant, Secply

The undersigned, Gary Po East and Marga ML Bryaat, the President and Secretary,
ws under penally o perjury that she matters set ont in

respeetively, of PS Medical, vach dee
the foregoing Officers” Certificate are true of my own hnowiedpe.

e o Octeher o7, 1999,

Procuted at (Qole fae oglifo
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SITION CORP.

[nia corporationd

INTO

AL RESEARCH CORPORATION

ca Californ g corjoration)

RMichael DL Eliwein and Maonact R Kroll ceritfy that

ident and Secretary. respectively, «
sidiary™).

s of 2,500 shares of comimon

'

s of comnen stock outstanding.

I,. Subsiin
dock, SOOI par vais

The prine attached hereto, providing for
cr of Subsidiary with and mnto Pudenz -SCh«vx[i' ,\fcdxml Rusearch Corporaticn ("PS

), were dp soved by the unanimous voie of 2’1 of the ounsianding skares of Commaon
Forexoende -4
1 The pereentace vowre ragat e than S0% of the Commen Stock.

seadiary ot end et PS Medionl has been approved by the

floard of Directory oF

sareni corporalion of

Moo el il ciders o Rcaroag, Tncy, the
Sabsiivnry aad the corpor seequiy secunities are to be issued in the Merger, is
rean e din connectinn with the morper of Sorsidiary with and inte PS Medical.

PWITNESS WHERDPOCF | 10 undersraned 4G \:Lx(w.cd }'ls ()( wcer's Cerinicate
on ()\:'u.\*vttr IR RN

Phe undersipned, Michael DL Ellwein ard Michael R Kroll, the President and
Secretary, rospectively, of MDT Acguisiton Corp. rach declares under penadty of perjury
rs’ Certficate are tae of kis own knowle dge.

Uihe matters set out in the forepoing O
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IN THE UNITED STATES PATENT AND TRADEMARK OFFICE
S | A APPLICATION FOR TRADEMARK REGISTRATION

- R3v) N

Bhr, corbh et PRINCIPAL REGISTER

Assistant Commissioner for Trademarks
2900 Crystal Drive

Arlington, VA 22202-3513

Sir:

Enclosed are the following:

1. Recordation Form Cover Sheet (Form PTO 1594) (in duplicate) and Certified Copy of
the Merger Agreement from State of California, Secretary of State

The filing fee of $315.00 should be charged to Deposit Account No. 13-2546. A duplicate copy
of this letter is enclosed for charging purposes.

Respectfully submitted,
MEDTRONIC, INC.

Tt 5

Thomas F. Woods

| CERTIFICATE UNDER 37 CER SECTION 1.18: I heteby certify that this
 Transmittal and the documents referred to herein are being deposited with :
¢ the United States Postal Service, in an envelope addressed: : Assistant
Commissioner for Trademarks, 290D Crystal Driye; Arlington, VA 22202-
13, on this?) i(.} day of [\[Y M‘ﬁ PEY ™ 106,

b MA AL I

tinted Name

Ve K

TRADEMARK
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Sh:cl)’re
California

SECRETARY OF STATE

MEDTRONIC PS MEDICAL, INC.
(FORMERLY: PUDENZ-SCHULTE MEDICAL RESEARCH CORPORATION)

I. BI1.L. JONES, Secretary of State of the State of California,
hereby certity:

That the annexed transcript was prepared by and in

he o copy, and that it 1s full, true and correct.
p ,

IN WITNESS WHEREQF, 1 execute
this certificate and affix the Great
Seal of the State of California this

SEp 2 71996

e B
ﬁf””'PL TN
2 -t LT R
f”,iu’éu REK}{*‘»Z{“ \
, o } \x‘gpg@%,, ‘
N
Secretary of State

GEC/STATE FORM OF <im aiv 12/94) REFEIL.: 1737 FRAME: 0355 95 28382
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AMENDMENT TO AGREEMENT AND PLAN OF REORGANIZATION

THIS AMENDMENT TO AGREEMENT AND PLAN OF REORGANIZATION (this
“Amendment”) is dated as of April _I , 1998 by and among Medtronic, Inc., a Minnesota
corporation (‘“Medtronic”), Medtronic PS Medical, Inc., a California corporation (“PS Medical”)
and Gary P. East, individually and as attorney-in-fact for all of the former shareholders (the
“Shareholders™) of PS Medical (the “Shareholders’ Representative™),

WHEREAS, Medtronic, PS Medical and the Shareholders are parties to an Agreement
and Plan of Reorganization dated as of September 29, 1995, pursuant to which MDT Acquisition
Corp., a Califomia corporation, was merged (the “Merger”) with and into PS Medical (then
known as Pudenz-Schulte Medical Research Corporation) (the “Reorganization Agreement”);
and

WHEREAS, Section 2.3 of the Reorganization Agreement provides that each share of PS
Medical Common Stock issued and outstanding immediately prior to the effective time of the
Merger (the “Effective Time") was converted into the right to receive (on a per share basis), in
addition to other merger consideration, a certain number of shares of Medtronic Common Stock
equal to the “PMA Payment Amount” (as defined in the Reorganization Agreement) divided by
the number of outstanding shares of PS Medical Common Stock at the Effective Time, divided
by the “Average Market Price” (as defined in the Reorganization Agreement) on the date of
receipt of such “PMA Approval” (as defined in the Reorganization Agreement); and

WHEREAS, due to circumstances beyond the parties’ control PMA Approval, if
achieved, is not likely to be received by December 31, 1998; and

WHEREAS, in order to maintain good and harmonious relations between Medtronic, the
former Sharcholders who are involved in the active management of PS Medical, and the other
Shareholders, Medtronic is willing to amend the Reorganization Agreement as set forth herein to
extend the deadlines by which PMA. Approval must be achieved in order for the Shareholders to
receive a PMA payment pursuant to Section 2.3(c) of the Reorganization Agreement. Such
amendment shall not constitute any admission of fault on the part of Medtronic, PS Medical or
the Shareholders.

NOW, THEREFORE, in consideration of the foregoing premises and mutual
representations, warranties, covenants and agreements contained herein, the parties hereto agree
as follows:

1. Definitions. Except as set forth herein, capitalized terms used in this Amendment
shall have the same meanings as set forth in the Reorganization Agreement.

2. Amendment of “PMA Payment Amount”, The definition of the term “PMA
Payment Amount” set forth in Section 1.1 of the Reorganization Agreement is hereby amended

to read in its entirety as follows:

-1-
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““PMA Payment Amount” means: (i) U.S. $10,000,000 if PMA Approval is received on
or before December 31, 1999; (ii) U.S. $8,000,000 if PMA Approval is received between
January 1, 2000 and December 31, 2000, inclusive; (iii) U.S. §5,000,000 if PMA
Approval is received between January 1, 2001 and December 31, 2001, inclusive; or (iv)
zero (0) if PMA Approval is not received before January 1, 2002.”

3. Reorganization Agreement Remains in Effect. Except as expressly provided

herein, all provisions of the Reorganization Agreement shall remain in full force and effect and
shall not bé deemed amended by this Amendment. Without limitation of the foregoing, nothing
in Exhibit A hereto shall be deemed to amend Section 2.12 of the Reorganization Agreement.
The Sharcholders’ Representative acknowledges and agrees that the process for obtaining PMA
Approval is full of uncertainties and neither Medtronic nor PS Medical makes any assurance as
to when or if PMA Approval will be received.

IN WITNESS WHEREOF, each of the parties has caused this Amendment to be executed
in a manner appropriate for each and to be dated as of the first above written.

MEDTRONIC, INC.
By: C;ﬁ?w
: Se Uie Frodet

MEDTRONIC PS MEDICAL, INC.

Gary P. East, fndividually and as'attomcy-
in-fact for the Shareholders pursuant to
Section 13.13 of the Reorganization
Agreement

-2
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AGREEMENT AND PLAN OF REORGANIZATION
DATED SEPTEMBER 29, 1995
AMONG |
MEDTRONIC, INC.,

MDT ACQUISITION CORP.,
PUDENZ-SCHULTE MEDICAL RESEARCH CORPORATION,
AND
THE SHAREHOLDERS OF

PUDENZ-SCHULTE MEDICAL RESEARCH CORPORATION

4
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AGREEMENT AND PLAN OF REORGANIZATION

THIS AGREEMENT is dated as of September 29, 1995, by and among
MEDTRONIC, INC., a Minnesota corporation (“Medtronic"), MDT ACQUISITION
CORP., a California corporation ("Acquisition Subsidiary"), PUDENZ-SCHULTE
MEDICAL RESEARCH CORPORATION, a California corporation ("PS Medical"), and
those PS Medical shareholders listec' on the signature page hereto (individually a
"Shareholder”; collectively the "Shareholders").

WHEREAS, the Boards of Directors of Medtronic, Acquisition Subsidiary and PS
Medical have approved the merger of Acquisition Subsidiary with and into PS Medical (the
"Merger") upon the terms and subject to the conditions set forth herein and in the Plan of
Merger (as defined below); and

WHEREAS, for federal income tax purposes, it is intendéd that the Merger shall
qualify as a reorganization within the meaning of Section 368 of the Internal Revenue Code
of 1986, as amended (the "Code"); and

WHEREAS, the Shareholders collectively own one hundred percent (100%) of the
issued and outstanding stock of PS Medical; and

WHEREAS, the parties hereto desire to make certain representations, warranties and
agreements in connection with the Merger and also to prescribe various conditions to the
Merger;

NOW, THEREFORE, in consideration of the foregoing premises and the mutual
representations, warranties, covenants and agreements contained herein, the parties hereto
agree as follows:

ARTICLE 1
DEFINITIONS

1.1)  Specific Definitions. As used in this Agreement, the following terms shall
have the meanings set forth or as referenced below:

"Affiliate” of any entity means any other entity that directly, or indirectly through one or
more intermediaries, controls, or is controlled by, or is under common control with, the first
entity. Control shall mean owning more than fifty percent (50%) of the total voting power
of the entity.

t

"Agreement” means this Agreement and all Exhibits and Schedules hereto.
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"Average Market Price" as of a certain date means the average of the "Daily Market Price”
of Medtronic Common Stock for the 20 consecutive trading days ending on the fifth trading
day immediately preceding such date, appropriately adjusted for any stock splits or stock
dividends during such period. The "Daily Market Price" shall be equal to the average of the
high and low sale prices of Medtroric Common Stock for each such trading day as reported
on the New York Stock Exchange ("NYSE") Composite Tape, as reported in the Wall Street
Journal.

"CE Mark Approval" means receipt of the CE marking for the PAR Device in accordance
with the European Council Directive 90/385/EEC for Active Implantable Medical Devices
(or if covered by the MDD, directive 93/42/EEC), by receiving from a European Notified
Body the certificates, stating compliance with one of the Conformity Assessment procedures,
indicated in Article 9, clause 1 of the Council Directive 90/385/EEC (or, if covered by the
MDD, in Article 11 thereof) as referenced in the CE Mark Approval Plan, and completion
and approval of local language labeling for the major European markets.

"CE Mark Approval Plan" means the CE Mark Approval Plan dated September 25, 1995
attached hereto as Schedule 1.2 for obtaining the CE Mark Approval.

"Certificates" means as defined in Section 2.7.
"CGCL" means the California General Corporation Law.

"Closing” and "Closing Date" have the meanings defined in Section 9.1.

"Code" means the Internal Revenue Code of 1986, as amended.

"Confidentiality Agreement” means as defined in Section 6.5.

"Contamination" means Hazardous Substances (as defined herein) in the soil, groundwater or
air in excess of legal limits or requiring remedial activity under applicable Environmental
Laws or Regulations.

"Effective Time" means as defined in Section 2.2.

"Employee Plans" means any health care plan or arrangement; life insurance or other death
benefit plan; deferred compensation or other pension or retirement plan; stock option, bonus
or other incentive plan; severance or early retirement plan; or other fringe or employee
benefit plan or arrangement; or any employment or consulting contract or executive
compensation agreement; whether the same are written or otherwise, formal or informal,
voluntary or required by law or by PS Medical’s policies or practices, including, without
limitation, any "pension plan" as defined in Section 3(2) of ERISA which is not a
Multiemployer Plan. and any "welfare plan" as defined in Section 3(1) of ERISA (whether or
not any of the foregoing is funded), (1) to which PS Medical is a party or by which PS

[REORG]) -

[§W]
'

TRADEMARK
REFEL: 1737 FRAME: 0366



Medical is bound; (ii) which PS Medical has at any time established or maintained for the
benefit of or relating to present or former employees, leased employees, consultants, agents,
and/or their dependents, or directors of PS Medical; or (iii) with respect to which PS
Medical has made any payments or contributions since January 1, 1990.

"Environmental Laws or Regulations" means any one or more of the following: the
Comprehensive Environmental Response Compensation and Liability Act ("CERCLA") as
amended by the Superfund Amendments and Reauthorization Act of 1986 ("SARA"), 42
U.S.C. § 9601 et seq.; the Federal Resource Conservation and Recovery Act of 1976
("FRCRA"), 42 U.S.C. § 6921 et seq.; the Clean Water Act, 33 U.S.C. § 1321 et seq.; the
Clean Air Act, 42 U.S.C. § 7401 et seq.; any other federal, state, county, municipal, local
or other statute, law, ordinance or rsgulation which may relate to pesticides, agricultural or
industrial chemicals, wastes, Hazardous Substances (as defined herein), or the environment;
and all regulations promulgated by & regulatory body pursuant to any of the foregoing
statutes, laws, regulations, or ordinances. .

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

"Escrow_Agreement” means as defined in Section 10.4.

“"Exchange Act" means the Securities Exchange Act of 1934, as amended, and the regulations
promulgated thereunder.

"Exchange Agent" means as defined in Section 2.7(a).

"FDA" means the United States Food and Drug Administration.
"FTC" means the United States Federal Trade Commission.

"HSR Act” means that Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended,
and the regulations promulgated thereunder.

"Hazardous Substance" means asbestos, urea formaldehyde, polychlorinated biphenyls,
nuclear fuel or materials, chemical waste, radioactive materials, explosives, known
carcinogens, petroleum products, pesticides, fertilizers, or other substance which is toxic or
hazardous, or which is a pollutant, contaminant, chemical, material or substance defined as
hazardous or as a pollutant or contaminant in, or the use, transportation, storage, release or
disposal of which is regulated by, any Environmental Laws or Regulations.

“Intellectual Property"” means letters patent and patent applications; trademarks, service
marks and registrations thereof and applications therefor; copyrights and copyright
registrations and applications; and/or discoveries, ideas, technology, know-how, trade
secrets, processes, formulas, drawings and designs, computer programs or software; and all
amendments, modifications, and improvements to any of the foregoing.
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"Inventories” means finished goods, raw materials and ingredients, and work-in-process.
"IRS" means the United States Internal Revenue Service.

"Liens"” means liens, mortgages, charges, security interests, claims, voting trusts, pledges,
encumbrances, options, assessments, restrictions, or third party or spousal interests of any

nature.

"Medtronic Common Stock” means common stock of Medtronic, par value $.10 per share.

"Merger" means as defined in the Recitals hereto.

"Merger Shares" means the shares of Medtronic Common Stock issued to the Shareholders in
the Merger, or any other shares of Medtronic Common Stock issued in respect of such
shares in connection with any stock split, stock dividend, reclassification, recapitalization, or
similar event.

"Merger Share Issuance Date" means: with respect to the Merger Shares issued pursuant to
Section 2.3(a), the Effective Time; with respect to the Merger Shares issued pursuant to
Section 2.3(b), the date of receipt of the CE Mark Approval; and with respect to the Merger
Shares issued pursuant to Section 2.3(c), the date of receipt of the PMA Approval.

"Multiemployer Plan" means as defined in Section 3(37) of ERISA.

"PAR Device" means PS Medical’s patient activated reservoir device in its product
specifications as of the date hereof, as such device may be modified hereafter.

“Plan of Merger" means the Merger Agreement attached hereto as Exhibit A.

"PMA_Approval” means pre-market or equivalent approval by the FDA for commercial sale
in the U.S. of the PAR Device for the indications described in PS Medical’s IDE #G940172.

"PMA Approval Plan” means the PMA Approval Plan dated September 15, 1995 attached
hereto as Schedule 1.3 for obtaining the PMA Approval.

"PMA Payment Amount” means: (i) U.S.$10,000,000 if PMA Approval is received on or
before December 31, 1998; (ii) U.S.$8,000,000 if PMA Approval is received between
January 1, 1999 and December 31, 1999, inclusive; (iii) U.S.$5,000,000 if PMA Approval
is received between January 1, 2000 and December 31, 2000, inclusive; or (iv) zero (0) if
PMA Approval is not received before January 1, 2001.

"PS Medical Common Stock" means common stock of PS Medical, no par value per share.

"PS Medical Options" means as defined in Section 2.4.
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"Product Liability” means any liability, claim or expense (including attorneys’ fees) arising
in whole or in part out of a breach of any product warranty (whether express or implied),
strict liability in tort, negligent manufacture of product, negligent provision of services,
product recall, or any other liability arising from the manufacturing, packaging, labeling
(including instructions for use), or sale of products.

"Registrable Shares” means issued and outstanding Merger Shares; provided, however, that
the Escrow Shares shall not become Registrable Shares unless and until distributed by
Escrow Agent to the Shareholders pursuant to Section 10.4, and further provided, that the
Merger Shares shall cease to be Registrable Shares upon any sale pursuant to a registration
statement under the Securities Act or upon all such shares held by a particular Shareholder
becoming eligible for sale in a singlz transaction under Rule 144 under the Securities Act.

"Revenue Measurement Period” means each Medtronic fiscal quarter (or portion thereof)
between the Effective Time and the five-year anniversary of the Effective Time.

“Schedule 3.8A Financial Statements" means as defined in Section 3.8.

"SEC" means the Securities and Exchange Commission, or any other Federal agency at the
time administering the Securities Act.

"Securities Act" means the Securities Act of 1933, as amended, and the rules and regulations
of the SEC promulgated thereunder.

“"Shareholders’ Representative” means the person designated in Section 13.13 as the
Shareholders’ attorney-in-fact for purposes of this Agreement.

"Surviving Corporation" means as defined in Section 2.1.

"Taxes" means all taxes, penalties, interest, fines, duties, withholdings, assessments, and
charges assessed or imposed by any federal, state, local or foreign governmental authority.
"Tax" shall also include any liability arising as a result of being (or ceasing to be) a member
of any affiliated, consolidated, combined, or unitary group as well as any liability under any
tax allocation, tax sharing, tax indemnity or similar agreement.

"Vascular Access Devices" means present or future products within the categories described
in Schedule 1.1 that are designed and developed entirely by PS Medical (provided that such
products may utilize the license from BSI Corporation), with respect to which the
Shareholders will be paid 15% of revenues pursuant to Section 2.3(d). For products
described in Schedule 1.1 that are designed or developed substantially by, or manufactured
entirely or in substantial part by, PS Medical but result from a license (other than current or
future licenses from BSI Corporation pursuant to the Master License Agreement), an
acquisition, or a technology transfer from elsewhere in Medtronic, it is understood that an
adjustment to the percentage rate may be made at the sole discretion of Medtronic. In such
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event, reasonable efforts will be made by Medtronic (in its sole discretion) to give '
consideration to the Shareholders by paying a percentage of revenues (in a range from 0% to
15%) at a level consistent with the value added by the event.

"Vascular Access Device Revenues” for a particular Revenue Measurement Period means
Net Sales of Vascular Access Devices during such Revenue Measurement Period. For
purposes of this definition, "Net Sales of Vascular Access Devices" during such period
means the amount that Medtronic cr any Affiliate of Medtronic invoices to third parties
(eliminating transactions among Affiliates of Medtronic and/or Medtronic) for sales
(excluding sales for use in clinical trials) of Vascular Access Devices during such period,
excluding sales, use, occupation or excise taxes, freight, duty or insurance included therein,
returns, discounts, and allowances, credits or repayments due to rejections, defects or
returns, and net of amounts previously included in Net Sales of Vascular Access Devices that
were written-off by Medtronic or such Affiliate of Medtronic during such period as
uncollectible. Any amounts previously written off that are subsequently collected (net of
collection expenses) shall be added to New Sales of Vascular Access Devices in the Revenue
Measurement Period when collected (or, if collected after the five-year anniversary of the
Effective Time, shall be subject to prompt payment of the amount that would have been due
pursuant to Section 2.3(d) had the amount been collected prior to such anniversary, subject to
the $15,000,000 limitation in Section 2.3(d)). In the event Medtronic combines a Vascular
Access Device with other Medtron:c products in a package in which the individual Vascular
Access Device is not priced separaely, then Net Sales of Vascular Access Devices
attributable to such combined package of products shall be established by Medtronic in good
faith. If the Vascular Access Device component of such package is sold as an individual
product by Medtronic in the same zeographic area, then Net Sales of Vascular Access
Devices attributable to such combined package shall be based on the net selling price of such
Vascular Access Device when sold individually in such geographic area. Vascular Access
Device Revenues denominated in currencies other than U.S. Dollars shall be converted into
U.S. Dollars according to Medtronic’s standard accounting policy for conversion of foreign
currencies.

1.2) Definitional Provisicns.

(a) The words "hereof,” "herein," and “hereunder” and words of similar import,
when used in this Agreement, shall refer to this Agreement as a whole and not to any
particular provisions of this Agreement.

(b) Terms defined in the singular shall have a comparable meaning when used in
the plural, and vice-versa.

(© References to the "knowledge"” of PS Medical shall refer to the actual
knowledge of any of PS Medical's officers, "director"-level employees, or member of
its Board of Directors or of any of the Shareholders, or the knowledge which any
such person would reasonably be expected to have assuming reasonable inquiry of any
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facts or circumstances actually known to and recognized by such person to create
significant doubt concerning the accuracy of any representation, warranty or statement
without regard to such "knowledge" qualifier.

(d) References to an "Exhibit" or to a "Schedule" are, unless otherwise specified,
to one of the Exhibits or Schedules attached to or referenced in this Agreement, and
references to an “Article” or a "Section" are, unless otherwise specified, to one of the
Articles or Sections of this Agreement.

(e) The term "person” includes any individual, partnership, joint venture,
corporation, trust, unincorporated organization or government or any department or
agency thereof.

- ARTICLE I
THE MERGER; CONVERSION OF SHARES

2.1) The Merger. Subject to the terms and conditions of this Agreement and the
Plan of Merger, at the Effective Time, Acquisition Subsidiary shall be merged with and into
PS Medical in accordance with the provisions of the CGCL, whereupon the separate
corporate existence of Acquisition Subsidiary shall cease, and PS Medical shall continue as
the surviving corporation (the "Surviving Corporation"). From and after the Effective Time,
the Surviving Corporation shall possess all the rights, privileges, powers and franchises and
be subject to all the restrictions, disabilities and duties of PS Medical and Acquisition
Subsidiary, all as more fully described in the CGCL.

2.2) Effective Time. As soon as practicable after each of the conditions set forth in
Article VII and Article VIII has been satisfied or waived, PS Medical and Acquisition
Subsidiary will file, or cause to be filed, with the Secretary of State of the State of California
the Plan of Merger and officers’ certificates attached thereto in accordance with Section 1103
of the CGCL. The Merger shall become effective at the time such filing is made or, if
agreed to by Medtronic and PS Mecical, such later time or date set forth in the Plan of
Merger (the "Effective Time").

2.3) Conversion of PS Medical Shares. At the Effective Time, by virtue of the
Merger and without any action on the part of any holder thereof, each share of PS Medical
Common Stock issued and outstanding immediately prior to the Effective Time, other than
any Dissenting Shares, shall be converted into the right to receive the following (on a per
share basis):

(@ as soon as practicable after the Effective Time and subject to the escrow set
forth in Section 10.4, such number of shares of Medtronic Common Stock equal to
U.S. $70,000,000 divided by the number of outstanding shares of PS Medical
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Common Stock at the Effective Time, divided by the Average Market Price at the
Effective Time;

(b) if the CE Mark Approval is received prior to July 1, 1997, as soon as
practicable after receipt of the CE Mark Approval, such number of shares of
Medtronic Common Stock equal to U.S.$5,000,000 divided by the number of
outstanding shares of PS Medical Common Stock at the Effective Time, divided by
the Average Market Price on the date of receipt of such CE Mark Approval;

(©) if and when the PMA Approval is received, as soon as practicable thereafter,
such number of shares of Medtronic Common Stock equal to the PMA Payment
Amount divided by the number of outstanding shares of PS Medical Common Stock at
the Effective Time, divided by the Average Market Price on the date of receipt of
such PMA Approval; and

(d) within 45 days after the end of each Revenue Measurement Period, cash in an
amount equal to 15% of the Medtronic’s Vascular Access Device Revenues (or such
other applicable percentage pursuant to the definition of "Vascular Access Devices")
during such immediately preceding Revenue Measurement Period, divided by the
number of outstanding shares of PS Medical Common Stock at the Effective Time;
provided that the aggregate amount of cash paid pursuant to this subsection (d) with
respect to all Revenue Measurement Periods shall in no event exceed $15,000,000.

The conversion ratios to be calculated pursuant to (a), (b), and (c) above shall be calculated
and rounded to six decimal places, with the sixth decimal place rounded up if the seventh
decimal place is 5 or more. Each such share of Medtronic Common Stock issued pursuant to
this Section shall be fully paid and nonassessable. Notwithstanding the foregoing, if
Medtronic is acquired in a merger in which all outstanding shares of Medtronic Common
Stock are converted into the right to receive stock (or stock and other property) of the
acquiror, then, immediately prior to such acquisition, the Merger Shares issuable pursuant to
Section 2.3(b) and 2.3(c) above sha!l be issued (based on the Average Market Price at such
time) into escrow upon terms substantially identical to the Escrow Agreement, and the stock
(or stock and other property) into which such escrowed Merger Shares are converted shall be
held by the Escrow Agent until the conditions set forth in Sections 2.3(b) and 2.3(c),
respectively, are satisfied.

2.4)  Other PS Medical Shares and Stock Options. At the Effective Time, by virtue
of the Merger and without any action on the part of any holder thereof, each outstanding
share, if any, of any other class of capital stock of PS Medical (other than PS Medical
Common Stock) shall be cancelled without payment of any consideration therefor and without
any conversion thereot. Prior to thz Effective Time, all outstanding options, warrants or
other rights ("PS Medical Options") to purchase shares of PS Medical Common Stock, if
any, shall either be exercised or shall expire. At or immed:ately prior to the Effective Time,
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PS Medical shall terminate all plans, if any, of PS Medical under which PS Medical
Common Stock or PS Medical Options may be granted and shall cancel and terminate each
outstanding option, performance share, or other right granted under any such plans, and shall
take all other actions with respect to such options, performance shares, and other rights
required under the terms of any such plans in each case in accordance with the terms of such
plans or pursuant to duly-adopted amendments to such plans, which shall have been executed
or consented to in writing by all affected option holders or participants.

2.5)  Acquisition Subsidiary Shares. At the Effective Time, by virtue of the Merger
and without any action on the part of any holder thereof, each share of common stock of
Acquisition Subsidiary, par value $.10 per share, issued and outstanding immediately prior to
the Effective Time shall be converted into one share of the common stock of the Surviving
Corporation (the "Surviving Corporation Common Stock").

2.6) Dissenting Shares. The Shareholders represent and warrant that the holders of
all outstanding PS Medical Common Stock have approved the Merger and that, therefore,
there are no shares of PS Medical Common Stock with respect to which the holders thereof
have the right to dissent pursuant to Section 1300 of the CGCL ("Dissenting Shares").

2.7) Exchange of PS Medical Common Stock.

(a) Promptly after the Effective Time, Medtronic shall cause Medtronic’s
stock transfer agent or such other person as Medtronic may appoint to act as exchange
agent (the "Exchange Agent") to mail or otherwise deliver to each holder of record of
a certificate or certificates that immediately prior to the Effective Time represented
outstanding shares of PS Medical Common Stock (the "Certificates") a form letter of
transmittal (which shall specify that delivery shall be effective, and risk of loss and
title to the Certificate(s) shall pass, only upon delivery of the Certificate(s) to the
Exchange Agent or to Medtronic or Acquisition Subsidiary) and instructions for such
holder’s use in effecting the surrender of the Certificates in exchange for certificates
representing shares of Medtronic Common Stock.

) As soon as practicable after each Merger Share Issuance Date, the
Exchange Agent shall deliver to holders of shares of PS Medical Common Stock,
upon surrender to the Exchange Agent of one or more Certificates for cancellation,
together with a duly-executed letter of transmittal, (i) one or more certificates
representing the number of whole shares of Medtronic Common Stock into which the
shares represented by the Certificate(s) shall have been converted pursuant to Section
2.3(a), Section 2.3(b) or Section 2.3(c), respectively and (ii) a bank check in the
amount of cash representing payment in lieu of any fractional Merger Share pursuant
to Section 2.7(f) (relating tc fractional shares). Notwithstanding the foregoing, the
aggregate number of shares of Medtronic Common Stock issued pursuant to Section
2.3(a) shall be distributed in two or more installments. The first such installment
shall be distributed as soon as practicable following the Effective Time and shall
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consist of the number of such shares equal to the aggregate number of shares issued
pursuant to Section 2.3 (a) less the number of Escrow Shares (as defined in Section
10.4). A second such installment shall be distributed as soon as practicable following
the expiration of the Survival Period (as defined in Section 13.3) and shall consist of
the number of Escrow Shares that exceed the number of Escrow Shares for which
claims for Indemnifiable Losses (as defined in Section 10.1) have been made and have
not been resolved. Thereafter, subsequent installments shall be distributed out of any
remaining Escrow Shares at such times as outstanding claims for Indemnifiable Losses
made by Medtronic during the Survival Period are resolved, until all such claims are
resolved. The final installment shall consist of the number of Escrow Shares
remaining after satisfaction of all claims for Indemnifiable Losses, if any, by
Medtronic. All of such installments shall be distributed to the Shareholders ratably,
in proportion to the number of shares of PS Medical Common Stock held by them at
the Effective Time. In the event of a transfer of ownership of PS Medical Common
Stock that is not registered in the transfer records of PS Medical, it shall be a
condition to the issuance of shares of Medtronic Common Stock that the Certificate(s)
so surrendered shall be properly endorsed or be otherwise in proper form for transfer
and that such transferee shall (i) pay to the Exchange Agent any transfer or other
taxes required, or (ii) establish to the satisfaction of the Exchange Agent that such tax
has been paid or is not payable.

©) Holders of PS Medical Common Stock will be entitled to any dividends
pertaining to the Merger Shares received in exchange therefor that become payable to
holders of record of Medtronic Common Stock as of a record date that follows the
respective Merger Share Issuance Date, which dividends shall be delivered to holders
of PS Medical Common Stock (or, with respect to Escrow Shares, to the Escrow
Agent) but only after they have surrendered their Certificates representing shares of
PS Medical Common Stock for exchange. Subject to the effect, if any, of applicable
law and the provisions of the Escrow Agreement described in Section 10.4, the
Exchange Agent shall receive, hold, and remit any such dividends to each Shareholder
entitled thereto, without interest. Holders of PS Medical Common Stock will not be
entitled, however, to dividends that become payable after the respective Merger Share
Issuance Date to holders of record of Medtronic Common Stock as of a record date
prior to the respective Merger Share Issuance Date.

(d) All shares of Medtronic Common Stock issued pursuant to Section 2.3
(including any cash paid for fractional shares pursuant to Section 2.7(f) hereof)
together with cash payments pursuant to Section 2.3(d) shall be deemed to have been
issued and paid in full satisfaction of all rights pertaining to such shares of PS
Medical Common Stock.

(e) After the Effective Time, there shall be no further registration of

transters on the stock transfer books of the Surviving Corporation of the shares of PS
Medical Common Stock that were outstanding immediately prior to the Effective
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Time. If, after the Effective Time, Certificates representing such shares are presented
to the Surviving Corporation, they shall be cancelled and exchanged as provided in
this Article II. As of the Effective Time, the holders of Certificates representing
shares of PS Medical Common Stock shall cease to have any rights as shareholders of
PS Medical, except such rights, if any, as they may have pursuant to the CGCL.
Except as provided above, until such Certificates are surrendered for exchange, each
such Certificate shall, after the Effective Time, represent for all purposes only the
right to receive (i) the number of whole shares of Medtronic Common Stock into
which the shares of PS Medical Common Stock shall have been converted by the
Merger as provided in Section 2.3(a), (b) and (c) hereof, (ii) the right to receive the
cash value of any fraction of a share of Medtronic Common Stock as provided in
Section 2.7(f) hereof, and (iii) the right to receive a portion of Vascular Access
Device Revenues for the five years immediately following the Effective Time
pursuant to Section 2.3(d).

H) No fractional shares of Medtronic Common Stock and no certificates or
scrip therefor, or other evidence of ownership thereof, shall be issued upon the
surrender for exchange of Certificates, no dividend or distribution of Medtronic shall
relate to any fractional share, and such fractional share interests shall not entitle the
owner thereof to vote or to eny rights of a shareholder of Medtronic. All fractional
shares of Medtronic Common Stock to which a holder of PS Medical Common Stock
would otherwise be entitled with respect to each Merger Share Issuance Date shall be
aggregated. If a fractional share results from such aggregation, then (in lieu of such
fractional share) the Exchange Agent shall pay to each holder of shares of PS Medical
Common Stock who otherwise would be entitled to receive such fractional share of
Medtronic Common Stock an amount of cash (without interest) determined by
multiplying (i) the Average Market Price at such Merger Share Issuance Date by (ii)
the fractional share of Medtronic Common Stock to which such holder would
otherwise be entitled. Medtronic will make available to the Exchange Agent any cash
necessary for this purpose in consideration of the cancellation of such fractional
shares.

(g8) In the event any Certificates shall have been lost, stolen or destroyed,
the Exchange Agent shall issue in exchange for such lost, stolen or destroyed
Certificate, upon the making of an affidavit of that fact by the holder thereof, such
shares of Medtronic Common Stock and cash for fractional shares, if any, as may be
required pursuant to this Article II; provided, however, that Medtronic may, in its
discretion and as a condition precedent to the issuance thereof, require the owner of
such lost, stolen or destroyed Certificate to deliver a bond in such sum as Medtronic
may direct as indemnity against any claim that may be made against Medtronic or the
Exchange Agent with respect to the Certificate alleged to have been lost, stolen or
destroyed.
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(h) Each person entitled to receive shares of Medtronic Common Stock
pursuant to this Article II shall receive together with such shares the number of
Medtronic Common Stock Purchase Rights (pursuant to the Rights Agreement dated
as of June 27, 1991, between Medtronic and Norwest Bank Minnesota, N.A., the
"Medtronic Rights Plan") per share of Medtronic Common Stock equal to the number
of Medtronic Common Stock Purchase Rights associated with one share of Medtronic
Common Stock at the respec:ive Merger Share Issuance Date.

2.8) Assignment of Deferred Payments. No portion of the Shareholders’ rights or
interest in the Merger Shares or cash which may be issued or paid pursuant to Section 2.3
may be sold, assigned, pledged or otherwise transferred; provided that such rights or interest
of any Shareholder may be transferred by will, by the laws of intestate succession, or by
operation of law.

2.9) Articles of Incorporation of the Surviving Corporation. The Articles of
Incorporation of Acquisition Subsidiary, as in effect immediately prior to the Effective Time,

shall be the Articles of Incorporation of the Surviving Corporation until thereafter amended
in accordance with applicable law; provided that upon the Effective Time, the name of the
Surviving Corporation shall be changed to "Medtronic PS Medical, Inc."

2.10) Bylaws of the Surviving Corporation. The Bylaws of Acquisition Subsidiary,
as in effect immediately prior to the Effective Time, shall be the Bylaws of the Surviving
Corporation until thereafter amended in accordance with applicable law.

2.11) Directors and Officers of the Surviving Corporation. The directors and
officers of Acquisition Subsidiary immediately prior to the Effective Time shall be as set
forth in Plan of Merger.

2.12) Operation of Surviving Corporation. It is a good faith present intention of
Medtronic to support the PS Medical business in the marketing, sale and development of
Vascular Access Devices at the general levels set forth in the Vascular Access Plan attached
hereto as Schedule 2.12 (the "VAD Business Plan") and, in connection with the development
of the PAR Device, to support PS Medical in the pursuit of the CE Mark Approval Plan and
the PMA Approval Plan (together the "Plans") with the objective of obtaining the CE Mark
Approval and the PMA Approval within the time schedules set forth in the Plans. It is
understood by the parties hereto that Medtronic may change the foregoing Plans in any and
all respects in Medtronic’s sole discretion in the event that Medtronic determines that such
changes are necessary in light of additional information or changed facts or circumstances;
provided, however, that Medtronic will not make any such change which is materially
adverse to the accomplishment of the Plans without prior consultation with the Shareholders’
Representative. Neither Medtronic nor the Surviving Corporation shall have any obligation
to ensure when the CE Mark Apprcval or the PMA Approval is received or that such
approvals are ever received, nor any obligation to achieve any level of or to maximize
Medtronic’s Vascular Access Device Revenues. Further, Medtronic may, in its sole
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discretion, decide to research, develop and/or market drugs, devices or other products which
may compete in whole or in part with the PAR Device or the Vascular Access Devices and
such drugs, devices and other products may be developed or acquired by Medtronic or its
Affiliates now and in the future. The Shareholders acknowledge and agree that the business
and affairs of the Surviving Corporation will be operated by the management of the
Surviving Corporation, in their sole discretion subject to the ultimate direction and control of
the Surviving Corporation’s Board of Directors, and that as sole shareholder of the Surviving
Corporation, Medtronic shall have complete discretion regarding the election of directors and
officers of the Surviving Corporation. Notwithstanding the foregoing provisions of this
Section 2.12, in determining what efforts will be made to obtain the CE Mark Approval and
the PMA Approval and to support the PS Medical business in the marketing, sale and
development of Vascular Access Devices, (a) no consideration shall be given by Medtronic to
any detriment to Medtronic or its shareholders from the issuance of shares of Medtronic
Common Stock pursuant to Section 2.3(b) upon receipt of the CE Mark Approval or pursuant
to Section 2.3(c) upon receipt of the PMA Approval, or from the cash payments pursuant to
Section 2.3(d), and (b) no consideration shall be given by Medtronic to any possible
detriment to the sales of Medtronic or any Medtronic Affiliate of other products with which
the PAR Device or Vascular Access Devices might be currently or potentially competitive.
Until such time as the CE Mark Approval and the PMA Approval have been obtained (or
January 1, 2001, if earlier), Medtronic shall not assign or otherwise transfer its stock in the
Surviving Corporation (except to a Medtronic Affiliate), nor shall the Surviving Corporation
transfer its rights to the PAR Device, without the prior written consent of the Shareholders’
Representative, which consent shall not be unreasonably withheld, taking into account the
intentions and abilities of the proposed assignee or transferee with regard to obtaining the CE
Mark Approval and the PMA Approval.

ARTICLE III
REPRESENTATIONS AND WARRANTIES OF PS MEDICAL
AND THE SHAREHOLDERS

PS Medical represents and warrants to Medtronic as of the date hereof as follows, and
acknowledges that the same shall be deemed to have been relied upon by Medtronic and shall
survive the Closing of this transaction as provided in Section 13.3 of this Agreement. Each
Shareholder, severally and not jointly, represents and warrants to Medtronic as of the date
hereof as set forth in Sections 3.4, 3.6, and 3.7 with respect to such Shareholder and with
respect to the PS Medical Common Stock represented to be owned by such Shareholder and
acknowledges that the same shall be deemed to have been relied upon by Medtronic and shall
survive the Closing of this transaction as provided in Section 13.3 of this Agreement. For
purposes of this Article III, references to "PS Medical” shall be deemed to include PS
Medical’s subsidiary named in Sect.on 3.5.
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3.1) Listing of Certain Assets and Data. Attached hereto as Schedules 3.1A

through 3.1L are lists, which are true and complete as of the date hereof, of the matters set
forth in the following subsections (a) through (1).

{REORG]

(a) Real Property. Schedule 3.1A sets forth a description of all real property
owned, leased or subject to option, of record or beneficially, by PS Medical or
otherwise used by PS Medical in the conduct of its business, stating the ownership
status and a brief description of all buildings and structures located or planned for
construction thereon. Prior to the date of this Agreement, PS Medical has delivered
to Medtronic true and complete copies of the purchase agreements, leases, or options
relating to such real property.

(®) Equipment. Schedule 3.1B sets forth a list of all material items of machinery,
equipment, tools and dies, furniture, fixtures, spare parts, vehicles and other similar
property and assets owned, Izased or otherwise used by PS Medical, specifically
identifying and describing, those items with an original cost to, or total lease
payments by, PS Medical in excess of $10,000, setting forth with respect to all such
listed property a summary description of all Liens relating thereto (other than liens for
taxes due but not yet payable), identifying the parties thereto, the rental or other
payment terms, expiration date and cancellation and renewal terms thereof. Prior to
the date of this Agreement, PS Medical has delivered to Medtronic true and complete
copies of all currently effective leases, conditional sales agreements or other similar
documents concerning the items listed in Schedule 3.1B.

(©) Patents, Trademarks, Formulas, Etc. Schedule 3.1C sets forth a list of all of
PS Medical’s patents, trade names, material trademarks, material service marks,
material copyrights, and applications or registrations for any of the foregoing, and any
licenses pursuant to which any of the foregoing is used. Prior to the date of this
Agreement, PS Medical has delivered to Medtronic true and complete copies of all
issuances, registrations, applications and certificates regarding such intellectual
property, true and complete copies of all contracts with employees or others relating
in whole or in part to disclosure, assignment or patenting of inventions or discoveries,
confidential or proprietary information, product formulas or other know-how, and true
and complete copies of all patent, trademark, trade name, copyright, trade secret or
other intellectual property licenses granted at any time by or to PS Medical.

d Certain Leases, Agreaments, Etc. Schedule 3.1D sets forth a list (including,
in the case of oral arrangements, a written description of all material terms thereof) of
each lease, contract, agreemant or other commitment, written or otherwise, to which
PS Medical is a party (other than leases, contracts, agreements or commitments
furnished pursuant to other paragraphs of this Section 3.1) and which is in any way
not yet performed, involving:

214 -

TRADEMARK
REEIL: 1737 FRAME: 0378



[REORG]

() The purchase of any services, raw materials, supplies or equipment,
exclusive of (x) purchase orders for the purchase of products or services
required in the ordinzry course of business involving payment of less than
$10,000 per annum or an aggregate of less than $20,000, and (y) purchase
orders not in the ordinary course of business involving payment of less than
$3,000 individually or in aggregate for similar items;

(i) The sale of assets, products or services involving a value estimated at
more than $10,000, or any contract for provision of service warranties, sales
credits, product retumns, or discounts, warehouse allowances, advertising
allowances or promotional services; or

(iii) any distributor or sales representative or similar broker, dealer or agent
of PS Medical’s products.

Prior to the date of this Agreement, PS Medical has delivered to Medtronic true and
complete copies of all written agreements identified in Schedule 3.1D.

(e) Permits, Licenses, Etc. Schedule 3.1E sets forth a list of all permits,
licenses, approvals or similar permissions, including those involving the FDA or
similar state or foreign agencies, held by PS Medical or by any distributor, sales
representative or similar broker, dealer or agent of PS Medical’s products. Prior to
the date of this Agreement, PS Medical has delivered to Medtronic true and complete

copies of all permits, licenses, approvals or other documents identified in Schedule
3.1E.

6] Banks and Depositories. Schedule 3.1F sets forth a list of each bank, broker
or other depository with which PS Medical has an account or safe deposit box, the
names and numbers of such accounts or boxes and the names of all persons authorized
to draw or execute transactions on such accounts.

(g) Loans and Credit Agreements, Etc. Schedule 3.1G sets forth a list of all
outstanding mortgages, promissory notes, evidences of indebtedness, deeds of trust,
indentures, loan or credit agreements or similar instruments for money borrowed,
excluding normal trade credit, to which PS Medical is a party (as lender or
borrower), written or otherwise, and all amendments or modifications, if any, thereof.
Prior to the date of this Agreement, PS Medical has delivered to Medtronic true and
complete copies of all docurnents identified in Schedule 3.1G.

(h) [nsurance Policies and Claims. Schedule 3.1H sets forth a list, including the
term, coverages, premium rates, limits and deductibles thereof, of all policies of
insurance maintained by PS Medical with respect to PS Medical and covering their
respective officers, directors, employees, agents, properties, buildings, machinery,
equipment, furniture, fixtures or operations and a description of each claim made by
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PS Medical under any such policy of insurance within the past three years, describing
such claim and the amount thereof. Prior to the date of this Agreement, PS Medical
has delivered to Medtronic true and complete copies of all policies of insurance
identified in Schedule 3.1H, and true and complete copies of all documentation
regarding claims made thereunder.

1) Certain Employees. Schedule 3.11 sets forth (i) the name and current annual
salary rate of each director, officer or employee of PS Medical whose total
remuneration for PS Medical’s last fiscal year was, or for the current year has been
set at, in excess of $50,000, together with a summary of the bonuses, additional
compensation and other benefits, if any, paid or payable to such persons as of the
date hereof or in the future; (ii) the name of each employee and each individual to
whom employment has been offered and who has accepted such offer, including
scheduled starting date, and {iii) the names of all former employees whose
employment has terminated either voluntarily or involuntarily during the preceding
twelve-month period.

() Employee Plans. Schedule 3.1]J sets forth a list of all Employee Plans and
any related insurance contracts and trust and custodial agreements. Prior to the date
of this Agreement, PS Medical has delivered to Medtronic true and complete copies
of all documents listed in Schedule 3.1].

%) Powers of Attorney. Schedule 3.1K sets forth the names of all persons, if
any, holding powers of attorney from PS Medical and a description of the scope of
each such power of attorney.

) Taxes. Schedule 3.1L sets forth a list of (i) all tax, assessment or information
reports and returns filed by or on behalf of PS Medical or its predecessors with any
jurisdiction during the last three years, and (ii) a list of all tax or assessment elections
of PS Medical in effect. Prior to the date of this Agreement, PS Medical has
delivered to Medtronic true and complete copies of all documents listed in Schedule
3.1L and all material correspondence to or from taxing authorities within six years
prior to the date of this Agreement, and has made available to Medtronic for review
and copying all working papers of persons who prepared any of the documents listed
in Schedule 3.1L.

3.2) Organization; Directors and Officers. PS Medical is a corporation duly

organized, validly existing and in good standing under the laws of the State of California,
and has all necessary power and authority, corporate and otherwise, to own its properties and
assets and conduct the business presently being conducted by it. PS Medical is qualified or
licensed to transact business as a foreign corporation in each jurisdiction in which the
character of PS Medical’s properties or the nature of its activities makes any such
qualification necessary and where tae failure to be so qualified would have a material adverse
effect upon PS Medical or PS Medical’s business. The jurisdictions in which PS Medical is

- 16 -

TRADEMARK
REEL: 1737 FRAME: 0380



qualified are listed on Schedule 3.2. Schedule 3.2 also sets forth a list of the directors and
officers (with all titles and positions indicated) of PS Medical. PS Medical has heretofore
delivered to Medtronic complete and correct copies of its Articles of Incorporation and all

amendments thereto, and of its Bylaws and all amendments thereto and any other governing
documents or instruments.

3.3) Capital Stock. PS Medical’s authorized capital stock consists of (i) 500,000
shares of Common Stock, no par value, and (ii) 1,000,000 shares of Preferred Stock, no par
value, 5,823 shares of which have been designated as Class A Preferred Stock. 46,810
shares of PS Medical Common Stock and zero shares of PS Medical Preferred Stock are
issued and outstanding and owned by the Shareholders in the amounts set forth on Schedule
3.3. Each Shareholder is a resident of the State of California. Except as set forth in
Schedule 3.3, there are no PS Medical Options outstanding and there are no plans, contracts
or commitments providing for the issuance or granting of PS Medical capital stock or PS
Medical Options. There is no indebtedness of PS Medical convertible into PS Medical
capital stock. All issued and outstanding shares of capital stock of PS Medical have been
duly authorized and validly issued, and are fully paid and nonassessable. All issuances of PS
Medical Stock were made in compliance with the Securities Act and with all applicable state
and foreign laws and regulations. There are no preemptive rights in respect of any capital
stock of PS Medical.

3.4) Title to PS Medical Stock; Authority of the Shareholders. Each Shareholder
has valid and unencumbered title to all of the PS Medical Stock and all outstanding PS
Medical Options listed as being held by such Shareholder on Schedule 3.3, free and clear of
any Liens (except, with respect to Shareholders who are married individuals, the community
property rights of such Shareholder’s spouse). Each Shareholder has full legal and equitable
right, power, and authority (without the consent or approval of any other person) to enter
into this Agreement and to perform all of such Shareholder’s obligations under this
Agreement. Upon completion of the Closing, Medtronic shall have acquired, free and clear
of any Liens, full legal and beneficial title to the PS Medical Stock listed as being held by
such Shareholder on Schedule 3.3 and to all PS Medical capital stock acquired by such
Shareholder upon exercise by such Shareholder at or prior to the Closing of any PS Medical
Options held by such Shareholder. Any outstanding PS Medical Options which are not
exercised at or prior to the Closing shall, upon completion of the Closing, terminate, free of
any Liens. The PS Medical Common Stock listed in Schedule 3.3 constitutes all of the
Shareholders’ right, title and interest in PS Medical. Each Shareholder will, upon request,
execute and deliver any additional documents deemed by Medtronic to be necessary or
desirable to complete the cancellation of all PS Medical capital stock and any PS Medical
Options of such Shareholder. Each Shareholder understands and acknowledges that
Medtronic, PS Medical and their respective counsel will be acting in material reliance upon
the truth and accuracy of all representations of the Shareholder set forth in this Agreement or
in any document, certificate or schedule delivered pursuant to this Agreement.
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3.5) Subsidiaries. PS Medical has no ownership or equity interest, direct or
indirect, in any other business, corporation, joint venture, partnership or proprietorship,
except for PS Medical Research Corporation, a U.S. Virgin Islands corporation wholly
owned by PS Medical. The business carried on by PS Medical has not been conducted
through any other direct or indirect subsidiary or Affiliate of PS Medical.

3.6) Authorization and Binding Obligation. The execution, delivery and
performance of this Agreement and the transactions contemplated hereby have been duly and
validly authorized and approved by all requisite corporate action on the part of PS Medical
and by all requisite corporate, partnership, or other action on the part of each Shareholder
that is not a natural person. The execution of this Agreement by the Shareholders constitutes
all necessary approval by the shareholders of PS Medical under the CGCL. PS Medical and
each Shareholder has all requisite power and authority to do and perform all acts and things
required to be done by it under this Agreement and the agreements contemplated hereby.
This Agreement constitutes and, when executed, the agreements contemplated hereby will
constitute, the valid and binding obligations of PS Medical and each of the Shareholders,
enforceable in accordance with its and their respective terms except as may be limited by
laws affecting creditors rights generally or by judicial limitations on the right to specific
performance or other equitable remedies.

3.7) Consents Required. Except for (i) any applicable requirements of the
Securities Act, the Exchange Act, state securities laws, and the HSR Act; (ii) the filing and
recordation of appropriate merger documents as required by the CGCL; and (iii) any items
set forth in Schedule 3.7, the execution and delivery of this Agreement, the conversion of
the PS Medical Stock, the termination of any PS Medical Options which remain outstanding
immediately prior to the Closing, and the consummation of the transactions contemplated
hereby in compliance with the terms and provisions hereof, by PS Medical and each of the
Shareholders will not:

(a) Conflict with or result in a breach of the terms, conditions or provisions of or
constitute a default under the Articles of Incorporation or Bylaws or other governing
instruments of PS Medical or of any Shareholder that is not a natural person, or any
material agreement, mortgage, lease, judgment, order, award, decree or other
instrument or restriction to which PS Medical, or any of the Shareholders is a party
or by which PS Medical or any of the Shareholders or any of its or their assets 1s
bound or affected;

(b) Violate any statute, rule, regulation, order or decree of any federal, state, local
or foreign body or authority (including, but not limited to, the FDA or any
nongovernmental self-regulatory agency) by which PS Medical or any of its properties
or assets may be bound;
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© Require any affirmative approval, consent, authorization or other order or
action of any court, governmental authority, regulatory body, creditor or any other
person; or

(d) Give any party with rights under any such material agreement, mortgage,
lease, judgment, order, award, decree or other instrument or restriction the right to
terminate, modify or otherwise change the rights or obligations of PS Medical or the
Shareholders thereunder.

3.8) Financial Statements. PS Medical has previously furnished Medtronic as
Schedule 3.8A a true and complete copy of (i) PS Medical’s audited financial statements for
the year ended December 31, 1994 together with notes thereto (the "Audited Financial
Statements”; the balance sheet included therein referred to as the "Audited Balance Sheet"),
and (i) PS Medical’s unaudited financial statements for the seven-month period ended July
31, 1995 (the "Interim Financial Statements”; the balance sheet included therein referred to
as the "Interim Balance Sheet") (the Audited Financial Statements and the Interim Financial
Statements together referred to as thz “Schedule 3.8A Financial Statements"”). All such
financial statements fairly and accurately present in all material respects the financial position
of PS Medical as of their respective dates and the results of operations for the applicable
periods ended on such dates. The statements of earnings included within the Schedule 3.8A
Financial Statements do not contain any items of special or nonrecurring income or any other
income not earned in the ordinary course of business except as expressly specified therein.
The Schedule 3.8A Financial Statements have been prepared in accordance with generally
accepted accounting principles, consistent with the prior year-end except as stated in the
notes included therein and except for, with respect to the Interim Financial Statements, the
requirement of footnotes thereto. The books of account of PS Medical accurately reflect PS
Medical’s items of income and expense and all assets and liabilities and accruals which
properly should have been reflected therein in accordance with generally accepted accounting
principles consistently applied throughout the periods covered thereby except as disclosed in
the Schedule 3.8A Financial Statements. Prior to the date of this Agreement, PS Medical
has made available to Medtronic for review and copying all working papers of independent
auditors related to any work done fcr PS Medical.

3.9) Taxes. PS Medical has timely filed all tax or assessment reports and tax
returns (including any applicable information returns) that may be required by any law or
regulation of any jurisdiction to be filed, and all such reports and returns are true, correct
and complete in all material respects and listed in Schedule 3.1L. PS Medical has duly
paid, deposited or accrued on its books of account, all Taxes pursuant to such reports and
returns, or assessed against PS Medical, or which PS Medical is obligated to withhold from
amounts owing to any employee. To its knowledge, PS Medical has no liability for any
Taxes in excess of the amounts stated in the Audited Balance Sheet and the Interim Balance
Sheet with respect to all time periods or portions thereof ending on or before the dates
thereof. To PS Medical's knowledge, neither the assessment of any additional Taxes that by
law should have been reported or paid or in accordance with generally accepted accounting
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principles should have been accrued, nor any investigation or audit, is pending, threatened or
expected. No taxing or assessment authority has indicated to PS Medical any intent to
conduct an audit or other investigation or asserted any unresolved deficiencies with respect to
Tax liabilities of PS Medical for any period and to PS Medical’s knowledge there are no
facts or circumstances which would give rise thereto. PS Medical has not waived any statute
of limitations in respect of foreign, federal, state or local Taxes or agreed to any extension of
time with respect to an assessment cf deficiency with respect to such Taxes.

3.10) Absence of Undisclosed Liabilities. To PS Medical’s knowledge, there are no
debts, liabilities, or claims against PS Medical, or legal basis therefor, whether accrued,
absolute, contingent, or otherwise, and whether due or to become due, including, but not
limited to, liabilities on account of taxes, other governmental charges, duties, penalties,
interest or fines, except:

(a) Liabilities, to the extent set forth or reserved against in the Interim Balance
Sheet;

®) Liabilities incurred in the ordinary course of business (and in compliance with
this Agreement) since the date of the Interim Balance Sheet; or

© Liabilities disclosed in Schedule 3.10 or specifically disclosed in any other
schedule.

3.11) Absence of Certain Changes and Events. Except as set forth in Schedule
3.11, since the date of the Audited Balance Sheet:

@) There has not been any material adverse change in the management, net worth
or condition (financial or otherwise) of the businesses or assets of PS Medical,
whether or not covered by irsurance, or to PS Medical's knowledge in its
relationships with any material suppliers of PS Medical; PS Medical has conducted its
business only in the ordinary course.

()  PS Medical has not (i) sold or otherwise disposed of any of its real property or
real property leases, or entered into any renewals or extensions of such existing leases
or entered into any new leases; (ii) made any increase in the compensation or benefits
payable or to become payable by PS Medical to any officers, employees or
consultants whose total remuneration for the last fiscal year was, or for the current
fiscal year is expected to be after any such increase, more than $50,000, or paid or
accrued any bonus, percentaze of compensation, severance benefit or other like
benefit to, or for the credit of, any officer, employee or consultant, except in
accordance with such plans and arrangements as were in effect prior to the date of the
Audited Balance Sheet or are set forth in Schedule 3.11; (iii) entered into, amended,
terminated or received notice of termination of any material contract, license,
franchise, commitment or otaer arrangement other than in the ordinary course of
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business; (iv) altered or revised its accounting principles, procedures, methods or
practices except as required by law; (v) removed or permitted to be removed from
any building, facility or real property of PS Medical any item of machinery,
equipment, fixture, vehicle, or other personal property or parts thereof, except in the
ordinary course of business, (vi) changed its credit policy as to sales of inventories,
discounts, product returns, warranties or collection of receivables; (vii) transferred or
otherwise disposed of any assets except inventory in the ordinary course of business;
(viii) incurred, discharged or satisfied any material liability (absolute or contingent),
mortgage, lien, security interest or encumbrance other than in the ordinary course of
business; (ix) declared or paid any dividend or other distribution in cash or securities,
or redeemed, repurchased or otherwise acquired any capital stock of PS Medical; (x)
issued or committed to issue any securities of, or other ownership interests in, PS
Medical, except pursuant to exercise of PS Medical Options; (xi) made any purchase
commitment in excess of the normal, ordinary and usual requirements of its business,
or made any change in its selling, pricing, advertising or personnel practices
inconsistent with its prior practice; (xii) written off or down the value of any
inventory or other assets as unusable, obsolete or below standard quality in excess of
stated reserves on the Audited Balance Sheet; (xiii) written off or down as
uncollectible any notes or accounts receivable or portion thereof except in amounts
which in the aggregate are not in excess of preexisting reserves therefor, or taken, set
aside or increased any reserves or charges on its books against earnings or assets or
reversed any reserves; (xiv) failed to replenish its inventory in a normal and
customary manner consistent with its prior practice and prudent business practices
prevailing in PS Medical’s industry; (xv) entered into any settlement regarding the
breach or infringement of any United States or foreign license, patent, trademark,
tradename, invention or similar rights; (xvi) entered into any compromise or
settlement of or suffered any judgment in any litigation, proceeding, or governmental
investigation relating to it or its assets, properties, rights or business; (xvii) suffered
any damage, destruction or loss whether or not covered by insurance which might
materially adversely affect the property, business or operations of PS Medical as a
whole; (xviii) had any material adverse change in its relations with its employees,
agents, customers or suppliers; (xix) made any loans to any shareholders, directors,
officers, employees or consultants of PS Medical; (xx) repaid any loans or other
advances from shareholders or Affiliates of PS Medical, or repaid any indebtedness of
PS Medical for which any shareholder was a guarantor or was otherwise directly or
indirectly liable; (xxi) changed or modified the terms or amounts of its insurance
coverages; (xxii) entered into any advertising contract or commitment; (xxiii) received
any communication from any customer which accounted for more than 2% of its
revenues during the last full fiscal year to the effect that such customer does not
intend to continue to purchase merchandise from it; (xxiv) made any capital
expenditures or commitment therefor in excess of $20,000; or (xxv) entered into any
written or oral agreement, other than this Agreement, to do any of the things
enumerated in (i) through (xxiv) of this Section 3.11.
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3.12) Assets. The fixtures, equipment, facilities and operating assets of PS Medical
are suitable for the uses for which intended, free from defects and in good operating
condition (ordinary wear and tear excepted) in all material respects. All such assets are
being and have been properly and regularly serviced and maintained by PS Medical in a
manner that would not void or limit the coverage of any warranty thereon. All
improvements and modifications of such facilities by PS Medical, PS Medical's uses of such
facilities and all such facilities and their uses conform in all material respects to all applicable
zoning and building laws. PS Medical has good, marketable and insurable title to, or, in the
case of leases, valid and subsisting leasehold interests in, all assets used in the operations (as
presently conducted) of PS Medical, free and clear of any Liens except Liens for current
taxes or assessments not yet due and payable.

3.13) Trademarks, Patents and Trade Secrets. Except as set forth in Schedule 3.13,
all right, title and interest in and to all Intellectual Property which is necessary to or used in
PS Medical’s operations as presently conducted or proposed to be conducted or in the
production of any of PS Medical’s products (the "PS Medical Intellectual Property") are, to
PS Medical’s knowledge, owned by or licensed exclusively to, without royalties, fees or
commissions, PS Medical, free and ¢lear of any Liens. To PS Medical’s knowledge, neither
PS Medical, its business nor any of its products infringes, misuses, or conflicts with the
rights, including Intellectual Property rights, of others. To PS Medical’s knowledge, no
present or former employee or consultant of PS Medical has violated any noncompetition,
confidentiality, or assignment of inventions covenant or obligation by reason of such
employee’s or consultant’s employment with or consulting to PS Medical. None of the
Intellectual Property used by PS Medical was misappropriated. To PS Medical’s knowledge,
no present or former employee or consultant of PS Medical has, by actions taken while an
employee or consultant of PS Medical, violated any covenant or obligation not to solicit the
employees of any other person or entity. To PS Medical’s knowledge, the PS Medical
Intellectual Property is valid and has not been challenged in any judicial or administrative
proceeding. Neither the Shareholders nor any employee or consultant of PS Medical has any
rights as an individual in or to any of the PS Medical Intellectual Property. All PS Medical
Intellectual Property listed in Schedule 3.1C has the status indicated therein and all
applications are still pending in good standing and have not been abandoned. PS Medical has
taken all necessary steps and appropriate actions to record its interests, and protect its rights,
in the PS Medical Intellectual Property. To PS Medical’s knowledge, no person or entity
nor such person’s or entity’s business nor any of its products has infringed, misused,
misappropriated or conflicted with the Intellectual Property rights of PS Medical or currently
is infringing, misusing, misappropriating or conflicting with such rights. To PS Medical’s
knowledge, except as set forth on Schedule 3.13, no employee or consultant of PS Medical
is subject to or otherwise restricted by any employment, nondisclosure, assignment of
inventions, nonsolicitation of employees or noncompetition agreement between such
employee or consultant and a third party. All employees and consultants of PS Medical have
signed an agreement in the form of Exhibit C, and each such agreement is, and after the
Closing shall remain, the legal, binding and enforceable obligation of such employee or
consultant.
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3.14) Accounts Receivable. To PS Medical’s knowledge, all accounts and notes
receivable shown on the Interim Balance Sheet and all accounts and notes receivable created
up to the Closing Date will be collected within 120 days after the Closing in the ordinary
course of business (net of the allowance set forth or reflected in the Interim Balance Sheet
for doubtful accounts). On the Closing Date such accounts and notes receivable, except to
the extent already paid, will be valid and collectible obligations owing to PS Medical, not
subject to any defenses or set-offs. All notes and accounts receivable due to PS Medical
from any director, officer or Shareholder shall be paid in full at or prior to the Closing.

3.15) Inventories. Except as set forth in Schedule 3.15, to PS Medical’s
knowledge, all Inventories of PS Medical consist of items of merchantable quality and
quantity usable or salable in the ordinary course of PS Medical’s business, and are salable at
prevailing market prices not less than the book value amounts thereof. To PS Medical’s
knowledge, all Inventories of PS Medical conform to the specifications established therefor
and have been manufactured in accordance with FDA Good Manufacturing Practices and all
other applicable regulatory requirements. Except as set forth in' Schedule 3.15, to PS
Medical’s knowledge, the quantities of all Inventories (net of allowance for obsolete or
excess inventory consistent with past practice) are not obsolete, damaged, slow moving,
defective or excessive, and are reasonable in the circumstances of PS Medical’s business.
Schedule 3.1A sets forth a complete list of the addresses of all warehouses or other facilities
owned or leased by PS Medical and in which inventories are located.

3.16) Licenses; Compliance with Laws, Regulations, Etc. PS Medical possesses all
necessary FDA approvals and similar state or foreign agency approvals, and all material
permits, licenses and other approvals and authorizations which are necessary for the conduct
of its business as presently conducted, and all of such licenses, permits and other approvals
and authorizations are in good standing, full force and effect. All such licenses, permits,
approvals or authorizations will continue to be in full force and effect immediately after the
transactions contemplated herein and not be affected by the transactions contemplated herein.
PS Medical and its actions, properties, products, practices and procedures, and any
agreements to which PS Medical is a party or is bound, have complied, and are in
compliance, in all material respects with all applicable laws (including common law),
statutes, ordinances, orders, decrees, rules, regulations, interpretations and requirements
promulgated by governmental or other authorities. No statute, rule, regulation, order or
interpretation has been enacted, entered or deemed applicable by any domestic or foreign
government or governmental or administrative agency or court which would make
consummation by PS Medical and the Shareholders of the transactions contemplated by this
Agreement illegal.

3.17) Litigation. Except as set forth in Schedule 3.17, there is no action, lawsuit,
claim, proceeding, or investigation of any kind pending or, to PS Medical’s knowledge,
threatened against, by or affecting ®S Medical which if decided adversely against PS Medical
would have a material adverse effect upon the business and operations of PS Medical. PS
Medical is not in default with respect to any order, writ, injunction, or decree of any court
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or of any federal, state, municipal or other governmental department, commission, board,
bureau, agency or instrumentality, domestic or foreign, affecting or relating to its business or
assets. No suit, action or other proceeding is pending or, to PS Medical’s knowledge,
threatened by or before any court or governmental agency in which it is sought to restrain or
prohibit or to obtain damages or other relief in connection with this Agreement or the
consummation of the transactions contemplated hereby, and no investigation that might
eventuate in any such suit, action or other proceeding is pending or overtly threatened to PS
‘Medical’s knowledge.

3.18) Warranties, Leases, Contracts. All products manufactured or sold, and all
services provided, by PS Medical have complied, and are in compliance, in all material
respects with all contractual requirements, warranties or covenants, express or to PS
Medical’s knowledge implied, applicable thereto, and with all applicable governmental, trade
association or regulatory specifications therefor or applicable thereto. The terms of PS
Medical’s product and service warranties and product return, discount, demo sales and credit
policies are set forth in Schedule 3.18. PS Medical has performed all material obligations
required to be performed by it and is not in default under any lease, contract, mortgage,
promissory note, evidence of indebtedness or other agreement or commitment to which PS
Medical is a party or by which PS Medical is bound, and the same are in full force and
effect on the date hereof and valid and enforceable by PS Medical in accordance with their
respective terms except as may be limited by laws affecting creditors’ rights generally or by
judicial limitations on the right to specific performance or other equitable remedies; there has
not been any event of default (or any event or condition which with notice or the lapse of
time, both or otherwise, would constitute an event of default) on the part of PS Medical or
any party to any thereof; and performance of any such lease, contract, mortgage, promissory
note, evidence of indebtedness or other agreement will not have a material adverse effect on
the business or operations of PS Medical.

3.19) Insurance Policies. All policies of insurance listed in Schedule 3.1H are in
full force and effect, have been issued for the benefit of PS Medical by properly licensed
reputable insurance carriers, are to PS Medical’s knowledge adequate, and are customary for
the assets, business and operations of PS Medical. PS Medical has promptly and properly
notified its insurance carriers of any and all claims known to it with respect to its operations
or products for which it is insured. PS Medical has maintained products liability insurance
on an uninterrupted basis of at least $1,000,000 (with a self-insured retention of $25,000 per
occurrence and $125,000 aggregate) since November 15, 1992.

3.20) Labor Agreements. PS Medical is not a party to any collective bargaining
agreement with any labor organization or to any other agreement or understanding containing
any severance pay liabilities or obligations. PS Medical has not committed any unfair labor
practice. There 1s not currently pending or threatened a demand for recognition from any
labor union with respect to, and PS Medical has no knowledge of any attempt that has been
made or is being made to organize, any of the persons employed by PS Medical. There has
never been and is not now any strike, slow-down, work stoppage or lockout, or any threat
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thereof, by or with respect to any cf the employees of PS Medical. To PS Medical’s
knowledge, there has never been ard is not now any strike, slow-down, work stoppage or
lockout, or any threat thereof, by or with respect to any supplier of PS Medical which has
had, or could reasonably be expected to have, a materially adverse effect upon PS Medical’s
business. )

3.21) Benefit Plans.

(@) Except as set forth in Schedule 3.1J, PS Medical does not sponsor,
maintain, contribute to, and, within the six-year period ending on the date hereof, has
not sponsored, maintained or contributed to or been required to contribute to, any
"employee pension benefit plan” ("Pension Plan"), as such term is defined in Section
3(2) of ERISA, including, solely for the purpose of this subsection, a plan excluded
from coverage by Section 4(b)(5) of ERISA. Each such Pension Plan presently
maintained by PS Medical is, in all material respects, in compliance with applicable
provisions of ERISA, the Code and other applicable law.

®) PS Medical does not sponsor, maintain, contribute to, and, within the
six-year period ending on the date hereof, has not sponsored, maintained or
contributed to or been required to contribute to, any Pension Plan that is a
“"Multiemployer Plan" within the meaning of Section 4001(a)(3) of ERISA.

©) Except as set forth in Schedule 3.1J, PS Medical does not sponsor,
maintain, contribute to, and, within the six-year period ending on the date hereof, has
not sponsored, maintained, contributed to, or been required to contribute to, any
"employee welfare benefit plan" ("Welfare Plan"), as such term is defined in Section
3(1) of ERISA, whether insured or otherwise, and any such Welfare Plan presently
maintained by PS Medical is, in all material respects, in compliance with the
provisions of ERISA, the Code and all other applicable laws, including, but not
limited to, Section 4980B of the Code, the regulations thereunder and Part 6 of Title I
of ERISA. Except as set forth in Schedule 3.1J, PS Medical has not established or
contributed to any "voluntary employees’ beneficiary association" within the meaning
of Section 501(c)(9) of the Code.

(d) PS Medical does not sponsor, maintain or contribute to, and, within the
six-year period ending on the date hereof, has not sponsored, maintained or
contributed to, a "self-insured medical reimbursement plan” within the meaning of
Section [05(h) of the Code and the regulations thereunder.

(e) Except as set forth in Schedule 3.1J, PS Medical does not currently
maintain or contribute to any oral or written bonus, profit-sharing, compensation
(incentive or otherwise), commission, stock option or other stock-based compensation,
retirement, severance, vacation, sick or parental leave, dependent care, deterred
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compensation, cafeteria, disability, hospitalization, medical, death, retiree, insurance
or other benefit or welfare or other similar plan, agreement, trust, fund or
arrangement providing for the remuneration or benefit of all or any employees or
shareholders, that is neither a Pension Plan nor a Welfare Plan (collectively, the
"Compensation Plans").

® To the knowledge of PS Medical, neither any Pension Plans or Welfare
Plans nor any trust created or insurance contract issued thereunder nor any trustee,
fiduciary, custodian, or administrator thereof, nor any officer, director or employee of
PS Medical, custodian or any other "disqualified person" within the meaning of
Section 4975(e)(2) of the Code, or "party in interest” within the meaning of Section
3(14) of ERISA, with respect to any such plan has engaged in any act or omission
which could reasonably be expected to subject PS Medical, either directly or
indirectly, to a tax or penalty on prohibited transactions imposed by Sections 4975 of
the Code or 406 of ERISA, a liability for breach of fiduciary duties under ERISA or
a civil penalty imposed by Section 502 of ERISA.

(g) Full payment has been made of all amounts that PS Medical is
required, under applicable law, with respect to any Pension Plan, Welfare Plan or
Compensation Plan, or any agreement relating to any Pension Plan, Welfare Plan or
Compensation Plan, to have paid as a contribution to each Pension Plan, Welfare Plan
or Compensation Plan. To the extent required by generally accepted accounting
principles, PS Medical has made adequate provisions for reserves to meet
contributions that have not been made because they are not yet due under the terms of
any Pension Plan, Welfare Plan or Compensation Plan or related agreements. There
will be no change on or before the Closing Date in the operation of any Pension Plan,
Welfare Plan or Compensation Plan or documents under which any such plan is
maintained that will result in an increase in the benefit liabilities under such plan,
except as may be required by law. The IRS has issued favorable determination
letters, or applications for favorable determination letters have been timely submitted
and no unfavorable determination letters have been received, with respect to all PS
Medical Pension Plans that are intended to be qualified under Section 401(a) of the
Code.

(h) Schedule 3.1J lists all Pension Plans, Welfare Plans and Compensation
Plans, and PS Medical has made available to Medtronic complete and accurate copies
of all of such Pension Plans, Welfare Plans, Compensation Plans and related
agreements, annual reports (Form 5500), favorable determination letters, current
summary plan descriptions, and all employee handbooks or manuals.

3.22) Employees.

(a) Except as set forth in Schedule 3.22 or in the Interim Balance Sheet, PS
Medical has no obligations and the transactions contemplated hereby shall give rise to
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no obligations to its directors, officers, employees, consultants, or agents other than
obligations arising in the ordinary course of business since the date of the Audited
Balance Sheet on account of wages, salaries and commissions for prior services
performed or business produced.

(b) Except as set forth in Schedule 3.22, there have been no lawsuits or claims
brought by any employee or consultant or former employee or consultant of PS
Medical against PS Medical.

© Except as set forth in Schedule 3.22:

(1) Proper and accurate amounts have been withheld by PS Medical from the
compensation of all of its employees for all periods in full and complete
compliance with the tax withholding provisions of any applicable laws;

(ii) Proper and accurate returns have been filed by PS Medical for all periods
for which returns were due with respect to employee income tax and social
security withholding and FICA and unemployment taxes, and the amounts
shown on such returtis to be due and payable have been paid in full or
adequate provisions for payment of such amounts have been included in the
Interim Financial Statements;

(iif) Hours worked by, and payments made to, employees of PS Medical have
not been in violation of the Fair Labor Standards Act or any applicable laws
dealing with such matters;

(iv) All payments due from PS Medical on account of employee health,
welfare and workers compensation insurance have been accrued as a liability
in the Interim Financial Statements; and

(v) There are no severance or early retirement payments which are or were
due from PS Medical under the terms of any agreement, oral or written.

3.23) No Finders. Except for the fees of Piper Jaffray which shall be paid by the
Shareholders, no act of PS Medical or the Shareholders has given or will give rise to any
valid claim against any of the parties hereto for a brokerage commission, finder’s fee or
other like payment in connection with the transactions contemplated herein.

3.24) Contracts with Related Parties. Except as set forth in Schedules 3.11, 3.22 or
3.24, to the best of PS Medical’s knowledge, there are no agreements or contracts between
PS Medical and any of its officers, directors, shareholders or any entity in which any officer,
director or shareholder owns a more than five percent (5%) equity interest.
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3.25) Relations with Suppliers and Customers. No material current supplier of PS
Medical has cancelled any contract or order for provision of, and, to the knowledge of PS
Medical, there has been no threat by any such supplier not to provide, raw materials,
products, supplies, or services to the businesses of PS Medical either prior to or following
the Merger. Except as set forth in Schedule 3.25, PS Medical has not, to the knowledge of
PS Medical, received any information from any customer that accounted for more than 2%
of the revenues of PS Medical during the last full fiscal year to the effect that such customer
intends to materially decrease the amount of business it does with the businesses of PS
Medical either prior to or following the Merger. Schedule 3.25 lists all suppliers to PS
Medical that are the sole source of a particular raw material, product, supply, or service
which is or is expected to be material to the business of PS Medical.

3.26) Product Liability Claims. To PS Medical’s knowledge, all products which PS
Medical has in inventory or has sold have been and are merchantable, free from material
defects in material or workmanship, and suitable for the purpose for which they are sold.
Except as specifically set forth in Schedule 3.26, PS Medical has never incurred any
uninsured or insured Product Liability. Except as specifically set forth in Schedule 3.26, PS
Medical has never received a claim based upon alleged Product Liability, and to PS
Medical’s knowledge no basis for any such claim exists. To its knowledge, PS Medical has
no liability or obligation with respect to any Product Liability, whether or not heretofore
asserted, or product recalls related to products manufactured or sold prior the Closing.

3.27) Environmental Matters. Except as set forth on Schedule 3.27: PS Medical
has obtained, and is in compliance with, all permits, licenses or other approvals necessary
under the Environmental Laws or Regulations with respect to PS Medical’s business or
assets, and is in compliance with all Environmental Laws or Regulations, except for those
permits, licenses or other approvals the absence of which, and except for Environmental
Laws or Regulations the noncompliance with which, would not have a material adverse effect
on PS Medical’s business or assets. PS Medical’s business and assets comply fully with all
Environmental Laws or Regulations except those Environmental Laws or Regulations the
noncompliance with which would not have a material adverse effect on PS Medical’s
business or assets. No Hazardous Substances have been used, stored, manufactured,
generated, transported, released or disposed of in connection with or as a result of PS
Medical’s business or assets. To PS Medical's knowledge, neither PS Medical nor its
business or assets have been or are subject to, any actual or threatened investigations,
administrative proceedings, litigation, regulatory hearings, or other action threatened,
proposed or pending that alleges (i) actual or threatened violation of or noncompliance with
any Environmental Law or Regulation; or (ii) actual or threatened personal injury or property
damage or contamination of any kind resulting from a release or threatened release of a
Hazardous Substance with respect tc PS Medical’s business and assets. PS Medical has not
taken any action or failed to take any action with respect to its business, assets or the real
property presently or formerly used in connection therewith that might result in (i) actual or
to PS Medical’s knowledge threatened violation of or noncompliance with any Environmental
Law or Regulation; or (ii) actual or threatered personal injury or property damage or
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contamination of any kind resulting from a release or threatened release of a Hazardous
Substance with respect to PS Medical’s business and assets except for any such action or
failure to take such action which would not have a material adverse effect on PS Medical’s
business or assets. PS Medical has delivered to Medtronic true and complete copies of all (if
any) reports, studies or tests in the possession of or initiated by PS Medical that pertain to
Hazardous Substances or other environmental concerns regarding PS Medical’s business,
assets or any real property used by PS Medical in connection with its business or assets.
With respect to the real property presently or formerly used in connection with PS Medical’s
business and assets, (i) no above-ground or underground storage tanks are or to PS Medical’s
knowledge were present on such real property or any improvements on structures thereon;
and (ii) to PS Medical’s knowledge, there has been no past or present use, manufacture,
generation, storage, transportation or disposal of any Hazardous Substance by any person at
or under such real property except in compliance with all Environmental Laws or
Regulations (excluding those Environmental Laws or Regulations the noncompliance with
which would not have a material adverse effect on PS Medical’s business or assets). To PS
Medical’s knowledge, there is no Contamination of any former or current real property
owned or leased by PS Medical. '

3.28) Business and Marketing Plans. PS Medical has made available to Medtronic
and will continue to make available to Medtronic before and after the date of this Agreement,
all material methods, plans or marketing programs employed by PS Medical in connection
with its business which Medtronic may reasonably request.

3.29) Absence of Certain Business Practices. To PS Medical’s knowledge, neither
PS Medical nor any officer, employee or agent of PS Medical, nor any other person acting
on its behalf, has directly or indirectly, since the date of PS Medical’s incorporation given or
agreed to give any gift or similar benefit to any customer, supplier, governmental employee
or other person who is or may be in a position to help or hinder the business of PS Medical
(or assist PS Medical in connection with any actual or proposed transaction) which (i) might
subject PS Medical to any damage or penalty in any civil, criminal or governmental litigation
or proceeding, (ii) if not given in the past, might have had an adverse effect on the assets,
business or operations of PS Medical as reflected in the Schedule 3.8A Financial Statements,
or (iii) if not continued in the future, might adversely affect PS Medical’s assets, business,
operations or prospects or which might subject PS Medical to suit or penalty in any private
or governmental litigation or proceading.

3.30) Corporate Records. The minute books of PS Medical are complete and
correctly reflect in all material respects, all corporate actions taken by it at all meetings or
through written action and correctly record all resolutions of PS Medical.

3.31) U.S. Real Property Interest. No tax is required to be withheld or paid
pursuant to Section 1445 of the Code as a result of the transactions contemplated by this
Agreement.
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3.32) Disclosure. Without .imitation of the representations and warranties contained
in this Article III, no representation or warranty by PS Medical or the Shareholders in this
Agreement, and no information disciosed in the Schedules supplied by PS Medical or the
Shareholders, contains any untrue statement of a material fact or omits to state a material fact
necessary to make the statements contained herein or therein not misleading.

ARTICLE 1V
REPRESENTATIONS AND WARRANTIES OF MEDTRONIC

Medtronic represents and warrants to PS Medical and the Shareholders as of the date
hereof as follows and acknowledges that the same shall be true and correct as of the Closing
Date (as if made at the Closing), shall be deemed to have been relied upon by the
Shareholders and shall survive the Closing of this transaction as provided in Section 13.3 of
this Agreement:

4.1) Organization. Medtronic is a corporation duly organized, validly existing and
in good standing under the laws of the State of Minnesota. Acquisition Subsidiary is a
corporation duly organized, validly existing and in good standing under the laws of the State
of California.

4.2) Authorization and Binding Obligation. The execution, delivery and
performance by each of Medtronic and Acquisition Subsidiary of this Agreement and the
transactions contemplated hereby has been duly and validly authorized and approved, by all
requisite corporate action on the part of Medtronic and Acquisition Subsidiary. Each of
Medtronic and Acquisition Subsidiary has all requisite power and authority to do and perform
all acts and things required to be done by it under this Agreement and the agreements
contemplated hereby. This Agreement constitutes the valid and binding obligation of each of
Medtronic and Acquisition Subsidiary enforceable in accordance with their terms except as
may be limited by laws affecting creditors’ rights generally or by judicial limitations on the
right to specific performance.

4.3) Consents Required. Except for (i) any applicable requirements of the
Securities Act, the Exchange Act, state securities laws, and the HSR Act; (ii) the filing and
recordation of appropriate merger documents as required by the CGCL; and (iii) any items
set forth in Schedule 4.3, the execution and delivery of this Agreement, the issuance of the
Merger Shares and the consummation of the transactions contemplated hereby in compliance
with the terms and provisions hereof, by Medtronic and Acquisition Subsidiary, will not:

(a) Conflict with or result in a breach of the terms, conditions or provisions of or
constitute a default under the Articles of Incorporation or Bylaws or other governing
instruments of Medtronic or Acquisition Subsidiary, or any material instrument,
agreement, mortgage, lease, judgment, order, award, decree or other instrument or
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restriction to which Medtronic or Acquisition Subsidiary is a party or by which
Medtronic or Acquisition Subsidiary or any of its or their assets is bound or affected;

(b) Violate any statute, rule, regulation, order or decree of any federal, state, local
or foreign body or authority (including, but not limited to, the FDA or any
nongovernmental self-regulatory agency) by which Medtronic or Acquisition
Subsidiary or any of their respective properties or assets may be bound.

© Require any affirmative approval, consent, authorization or other order or
action of any court, governmental authority, regulatory body, creditor or any other
person; or

(d) Give any party with rights under any such material instrument, agreement,
mortgage, lease, judgment, order, award, decree or other instrument or restriction the
right to terminate, modify or otherwise change the rights or obligations of Medtronic
or Acquisition Subsidiary thereunder. ‘

4.4y Capitalization. As of September 14, 1995, the authorized capital stock of
Medtronic consisted of (a) 800,000,000 shares of Common Stock with a par value of $.10
per share, of which there were 231,186,734 shares issued and outstanding (reflecting a 2-for-
I stock split payable to holders of record as of September 14, 1995), and (b) 2,500,000
shares of Preferred Stock with a par value of $1.00 per share, of which there were no shares
issued and outstanding. The authorized capital stock of Acquisition Subsidiary consists of
2,500 shares of Acquisition Subsidiary Common Stock, 100 shares of which are issued and
outstanding and owned by Medtronic. All issued and outstanding shares of Medtronic
Common Stock and Acquisition Subsidiary Common Stock are, and the shares of Medtronic
Common Stock to be issued and delivered in the Merger pursuant to Article II hereof,
subject to the terms of the Escrow Agreement, shall be, at the time of issuance and delivery,
validly issued, fully paid, nonassessable and free of preemptive rights. The shares of
Medtronic Common Stock to be issued and delivered in the Merger pursuant to Article II
hereof shall be duly listed for trading on the NYSE, subject to official notice of issuance.
Except as disclosed in Medtronic’s filings with the SEC and except for (a) options to
purchase shares of Medtronic Common Stock or shares of Medtronic Common Stock
heretofore or hereafter granted or issued pursuant to the 1990 Employees Stock Purchase
Plan, the 1994 Stock Award Plan, the 1991 Restricted Stock Plan for Non-Employee
Directors, the 1979 Nonqualified Stock Option Plan and the 1979 Restricted Stock and
Performance Share Award Plan, (b) rights issued under the Medtronic Rights Plan, and (c)
Medtronic’s Employee Stock Ownership Plan, there are not as of the date of this Agreement
any outstanding or authorized subscriptions, options, warrants, calls, rights, commitments,
restrictions, arrangements or any other agreements of any character that, directly or
indirectly, (i) obligate Medtronic to issue any shares of capital stock or any securities
convertible into, or exercisable or exchangeable for, or evidencing the right to subscribe for,
any shares of capital stock, (ii) call for or relate to the sale, pledge, transfer or other
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disposition or encumbrance by Medtronic of any shares of its capital stock, or (iii) to the
knowledge of Medtronic, relate to the voting or control of such capital stock.

4.5) No Finders. No act of Medtronic has given or will give rise to any valid
claim against any of the parties hereto for a brokerage commission, finder’s fee or other like
payment in connection with the transactions contemplated herein.

4.6) Disclosure. Without limitation of the representations and warranties contained
in this Article IV, none of Medtronic documents listed in Section 5.3 as of the respective
dates thereof contains any untrue statement of a material fact or omits to state a material fact
necessary to make the statements contained herein or therein not misleading.

ARTICLE V
REGISTRATION OF MEDTRONIC SHARES

5.1) Knowledge of Reliance. The Shareholders acknowledge that Medtronic, in
claiming exemption from applicable securities laws for the issuance of the Merger Shares, is
relying upon the statements and representations made herein.

5.2) Investment Purpose in Acquiring the Merger Shares. Each of the Shareholders
is acquiring the Merger Shares for his/her/its own account for investment purposes only and
not with a view to their resale or distribution in violation of the Securities Act. Each of the
Shareholders has the requisite investment intent to satisfy Section 4(2) of the Securities Act.

5.3) Information About Medtronic. Each of the Shareholders acknowledges receipt
of business information about Medtronic, including Medtronic’s most recent Annual Report
on Form 10-K, Quarterly Report on Form 10-Q, and Annual Report to Shareholders. Each
of the Shareholders further acknowledges that such Shareholder has had the opportunity to
discuss the business and affairs of Medtronic with an officer of Medtronic and has received
such information concerning Medtronic as such Shareholder considers necessary or advisable
in order to form a decision concerning acquisition of the Merger Shares.

5.4) Restriction on Transfer: Compliance with Securities Act . Each of the
Shareholders understands that the Merger Shares are not freely transferable and that such
Shareholder may in fact be prohibited from selling the Merger Shares for an extended period
of time. If any Shareholder sells or distributes the Merger Shares in the future, it shall sell
or distribute them pursuant to the requirements of the Securities Act and other applicable
securities laws. The Shareholders will not transfer any part of the Merger Shares without (i)
effective registration under the Securities Act and other applicable securities laws, (ii)
obtaining an opinion of counsel satisfactory in form and substance to counsel for Medtronic
stating that the proposed transaction, if effected without such registration, will not result in a
violation of the Securities Act and cther applicable securities laws, or (iii) providing
Medtronic with such seller's and broker’s affidavits or representations as reasonably required
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to enable Medtronic’s counsel to opine that such sale is exempt under Rule 144 of the
Securities Act and under other applicable securities laws.

5.5) Restrictive Legend. Medtronic may place a restrictive legend on all
certificates representing Merger Shares containing substantially the following language:

"The Shares represented by this certificate have not been registered under
either the Securities Act of 1933, as amended, or applicable Blue Sky laws and
may not be sold, pledged, or otherwise transferred except in compliance with
such securities laws."

Medtronic may place a stop transfer order with its registrar and stock transfer agent covering
all certificates representing Merger Shares.

5.6) Registration Statement.

(a) As soon as reasonably practicable after the Effective Time, Medtronic shall
prepare and file with the SEC a registration statement on Form S-3 (or other applicable
Form) covering the Shareholders’ sale of all then issued and outstanding Registrable Shares
which the Shareholders elect to have included in such registration statement. Medtronic shall
use all reasonable efforts to cause such registration statement to become and remain effective
until the earlier of three years after the Effective Time, or the date such Registrable Shares
included therein cease to be Registrable Securities.

®) In addition, as soon as reasonably practicable after each of (i) distribution of
the Escrow Shares, (ii) receipt of the CE Mark Approval, and (iii) receipt of the PMA
Approval, Medtronic shall prepare and file with the SEC a registration statement on Form S-
3 (or other applicable Form) covering the Shareholders’ sale of such Registrable Shares and
use all reasonable efforts to cause such registration statement to become and remain effective
until the earlier of three years after the Effective Time or the date such Registrable Securities
included therein cease to be Registrable Securities.

(c)  With respect to each registration statement filed by Medtronic pursuant to this
Section, Medtronic shall:

(1) use all reasonable efforts to cause that registration statement to become
and remain effective for the pertod(s) specified above;

(i)  as expeditiously as possible prepare and file with the SEC any
amendmeats and supplements to the registration statement and the prospectus included
in the registration statement as may be necessary to keep the registration statement
effective for the period(s) specified above;
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(iii)  as expeditiously as possible furnish to each holder of Registrable Shares
who is selling shares pursuant to such registration (a "Selling Holder") such
reasonable numbers of copies of the prospectus, including a preliminary prospectus,
in conformity with the requirements of the Securities Act, and such other documents
as the Selling Holder may reasonably request in order to facilitate the public sale or
other disposition of the Registrable Shares owned by the Selling Holder;

(iv)  as expeditiously as possible use all reasonable efforts to register or
qualify the Registrable Shares covered by the Registration Statement under the
securities or Blue Sky laws of such states as the Selling Holders shall reasonably
request, and do any and all other acts and things that may be necessary or desirable to
enable the Selling Holders to consummate the public sale or other disposition in such
states of the Registrable Shares owned by the Selling Holder; provided, however, that
Medtronic shall not be required in connection with this paragraph (iv) to qualify as a
foreign corporation or execute a general consent to service of process in any
jurisdiction; and

(v) if Medtronic has delivered preliminary or final prospectuses to the
Selling Holders and after having done so the prospectus is amended to comply with
the requirements of the Securities Act, promptly notify the Selling Holders and, if
requested, the Selling Holders shall immediately cease making offers of Registrable
Shares and return all prospectuses to Medtronic. Medtronic shall promptly provide
the Selling Holder with revised prospectuses and, following receipt of the revised
prospectuses, the Selling Holders shall be free to resume making offers of the
Registrable Shares.

(d) Notwithstanding the foregoing, if at the time such registration statement is to
be filed, Medtronic reasonably believes that there are pending potential material
developments or activities which would be required to be disclosed in such registration
statement the disclosure of which, in the good faith determination of Medtronic may
materially adversely affect Medtronic, then Medtronic may delay the filing of such
registration statement subject to the limitation set forth in the penultimate sentence of this
Subsection (d). Furthermore, if an amendment to an effective registration statement is
required by virtue of the existence of an undisclosed material development or activity the
disclosure of which, in the good faith determination of Medtronic may materially adversely
affect Medtronic, then Medtronic shall notify the Selling Holders that such material
development or activity exists (without disclosing the nature or specifics thereof) and the
Selling Holders shall thereupon cease all sales of Registrable Shares subject to the limitation
set forth in the last sentence of this Subsection (d). The aggregate number of days by which
the filing of a registration statement is delayed or for which the Selling Holders are
prevented from selling Registrable Shares pursuant to this subsection (d) shall not exceed a
cumulative 90 days in any 18-month period. The Selling Holders shall hold in confidence all
information provided to them pursuant to this paragraph and shall not use such information in
violation of any applicable securities faws.
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(e) On a one-time basis, Medtronic shall, if requested by the holders of at least
ten percent (10%) of the Registrable Shares, enter into an underwriting agreement with an
underwriter reasonably acceptable ro Medtronic for the firm commitment offering of
Registrable Securities, which agreement shall include reasonable and customary terms and
provisions; provided, however, that no shareholders other than the Selling Holders shall be
required to sign a standstill agreement in connection with the underwritten sale of securities;

5.7) Expenses. Medtronic will pay all of the registration expenses of the
registration statements filed pursuant to this Article V including, without limitation, all
registration and filing fees, exchange listing fees, printing expenses, fees and disbursements
of counsel for Medtronic, state Blue Sky fees and expenses, the expense of any special audits
incident to or required by any such registration. Medtronic shall also pay up to an aggregate
of $25,000 of legal fees of one counsel to the Selling Holders for the total of all registrations
effected under this Article V. The Selling Holders shall pay all underwriting discounts,
underwriter’s expenses and selling commissions with respect to such Selling Holders’ shares,
and the fees and expenses of the Selling Holders’ counsel in excess of an aggregate $25,000.

5.8) Indemnification.

(@) With respect to the registration of any of the Registrable Shares under the
Securities Act pursuant to this Agreement, Medtronic will indemnify and hold harmless the
seller of such Registrable Shares, each underwriter of such Registrable Shares, and each
other person, if any, who controls such seller or underwriter within the meaning of the
Securities Act or the Exchange Act against any losses, claims, damages or liabilities, joint or
several, to which such seller, underwriter or controlling person may become subject under
the Securities Act, the Exchange Act, state securities or Blue Sky laws or otherwise, insofar
as such losses, claims, damages or liabilities (or actions in respect thereof) arise out of or are
based upon any untrue statement or alleged untrue statement of any material fact contained in
any registration statement under which such Registrable Shares were registered under the
Securities Act, any preliminary prospectus or final prospectus contained in the registration
statement, or any amendment or supplement to such Registration Statement, or arise out of
or are based upon the omission or alleged omission to state a material fact required to be
stated therein or necessary to make the statements therein not misleading; and Medtronic will
reimburse such seller, underwriter and each such controlling person for any legal or any
other expenses reasonably incurred by such seller, underwriter or controlling person in
connection with investigating or defending any such loss, claim, damage, liability or action;
provided, however, that Medtronic will not be liable in any such case to the extent that any
such loss, claim, damage or liability arises out of or is based upon (i) any untrue statement
or omission made in such registration statement, preliminary prospectus or prospectus, or
any such amendment or supplement, in reliance upon and in conformity with information
furnished to Medtronic, in writing. by or on behalf of such seller, underwriter or controlling
person specifically for use in the preparation thereof, or (ii) sales during any period in which
such Seller is obligated to cease selling Registrable Securities pursuant to Section 5.6.
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(b)  In the event of any registration of any of the Registrable Shares under the
Securities Act pursuant to this Agreement, each seller of Registrable Shares, severally and
not jointly, will indemnify and hold harmless Medtronic, each of its directors and officers
and each underwriter (if any) and each person, if any, who controls Medtronic or any such
underwriter within the meaning of the Securities Act or the Exchange Act, against any
losses, claims, damages or liabilities, joint or several, to which Medtronic, such directors
and officers, underwriter or controlling person may become subject under the Securities Act,
Exchange Act, state securities or Blue Sky laws or otherwise, insofar as such losses, claims,
damages or liabilities (or actions in respect thereof) arise out of or are based upon (i) any
untrue statement or alleged untrue statement of a material fact contained in any registration
statement under which such Registrable Shares were registered under the Securities Act, any
preliminary prospectus or final prospectus contained in the registration statement, or any
amendment or supplement to the Registration Statement, or arise out of or are based upon
any omission or alleged omission to state a material fact required to be stated therein or
necessary to make the statements therein not misleading, if the statement or omission was
made in reliance upon and in conformity with information furnished in writing to Medtronic
by or on behalf of such seller, specifically for use in connection with the preparation of such
Registration Statement, prospectus, amendment or supplement; or (ii) sales during any period
in which such Seller is obligated to cease selling Registrable Securities pursuant to Section
5.6; provided, however, that the obligations of such seller of Registrable Shares hereunder
shall be limited to an amount equal to the net proceeds to each seller of Registrable Shares
from the sale of Registrable Shares as contemplated herein.

© Each party entitled to indemnification under this Section 5.8 (the "Indemnified
Party") shall give notice to the party required to provide indemnification (the "Indemnifying
Party") promptly after such Indemnified Party has actual knowledge of any claim as to which
indemnity may be sought, and shall permit the Indemnifying Party to assume the defense of
any such claim or any litigation resulting therefrom; provided that, counsel for the
Indemnifying Party, who shall conduct the defense of such claim or litigation, shall be
approved by the Indemnified Party (whose approval shall not be unreasonably withheld).
The Indemnified Party may participate in such defense at such party’s expense; provided,
however, that the Indemnifying Party shall pay such expense if representation of such
Indemnified Party by the counsel retained by the Indemnifying Party would be inappropriate
due to actual or potential differing interests between the Indemnified Party and any other
party represented by such counsel in such proceeding. No Indemnifying Party, in the
defense of any such claim or litigation shall, except with the consent of each Indemnified
Party, consent to entry of any judgment or enter into any settlement which does not include
as an unconditional term thereof the giving by the claimant or plaintiff to such Indemnified
Party of a release from all liability in respect of such claim or litigation, and no indemnified
Party shall consent to entry of any judgment or settle such claim or litigation without the
prior written consent of the Indemnifying Party.

5.9)  Information by Holder. Each holder of Registrable Shares included in any
registration shall furnish to Medtronic such information regarding such holder and the
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distribution proposed by such holder as Medtronic may request in writing and as shall be
required in connection with any registration, qualification or compliance referred to in this
Agreement.

5.10) Rule 144 Requirements. So long as Medtronic has a class of securities
registered under Section 12 of the Exchange Act, Medtronic agrees to:

(a) make and keep public information available, as those terms are
understood and defined in Rule 144 under the Securities Act;

(b) use all reasonable efforts to file with the SEC in a timely manner all
reports and other documents required of Medtronic under the Securities Act and the
Exchange Act (at any time after it has become subject to such reporting requirements); and

(©) furnish to any holder of Registrable Shares upon request a written
statement by Medtronic as to its compliance with the reporting requirements of said Rule
144, and of the Securities Act and the Exchange Act, a copy of the most recent annual or
quarterly report of Medtronic, and such other reports and documents of Medtronic as such
holder may reasonably request to avail itself of any similar rule or regulation of the SEC
allowing it to sell any such securities without registration.

5.11) Transfer of Registration Rights. The registration rights and obligations of the
Shareholders under this Article V may be transferred to transferees of Registrable Securities
who receive such shares by gift, will, by the laws of intestate succession, or by operation of
law, subject to Medtronic’s right to place reasonable limitations on the number of such
transfers if such transfers of Registrable Securities would impose a burden on Medtronic, and
provided that Medtronic receives prempt written notice of such transfers.

ARTICLE VI
COVENANTS

6.1) Approvals and Consents. PS Medical and the Shareholders will use all
reasonable efforts to obtain all approvals and consents of all third parties necessary on the
part of PS Medical or the Shareholders to consummate the transaction contemplated herein.
In addition, the Shareholders will usz their best efforts to obtain as soon as possible after the
date hereof, at their cost and expense, if any, all approvals and consents of lessors of real
property leased by PS Medical required by the terms of such lease to consummate the
transaction contemplated herein; Medtronic will agree, if required by such lessor, to
guarantee the performance of PS Medical under such lease from and after the Closing, and to
provide a certificate to the lessor that no consideration is being paid for the assignment of the
Lease. Medtronic agrees to cooperate with PS Medical and the Shareholders in connection
with obtaining such approvals and consents. Medtronic will, at its cost and expense, obtain
all approvals and consents of all third parties necessary on the part of Medtronic to
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consummate the transactions contemplated herein. PS Medical and the Shareholders agree to
cooperate with Medtronic in connection with obtaining such approvals and consents.

6.2) Preserve Accuracy of Representations and Warranties. PS Medical and the
Shareholders shall refrain from taking any action, except with the prior written consent of
Medtronic, which would render any representation, warranty or agreement of PS Medical
and the Shareholders in this Agreement inaccurate or breached as of the Closing (as though
made at and as of the Closing) in any material respect. At all times prior to the Closing, PS
Medical and the Shareholders will promptly inform Medtronic in writing with respect to any
matters hereafter arising which, if existing or occurring at the date of this Agreement, would
have been required to be set forth or described in the Schedules pursuant to Article III.

6.3) Maintain PS Medical as Going Concern. Except as contemplated by this
Agreement, during the period from the date of this Agreement to the Effective Time, PS
Medical will conduct its operations according to its ordinary and usual course of business and
consistent with past practice, and PS Medical will use all reasonable efforts, to the extent that
it is within PS Medical’s control, to preserve intact its respective business organizations, to
maintain its prospects, to keep available the services of its respective officers and employees
and to maintain satisfactory relationships with licensors, licensees, suppliers, contractors,
distributors, customers and others having business relationships with it. PS Medical will
promptly advise Medtronic orally and in writing of any materially adverse change in the
business, prospects, properties, results of operations or condition (financial or otherwise) of
PS Medical and permit Medtronic to consult with PS Medical with respect to any material
changes in its business. Without limiting the generality of the foregoing, and except as
otherwise expressly provided in or contemplated by this Agreement or to the extent
specifically disclosed on the Schedules hereto, during the period from the date hereof to the
Effective Time, PS Medical will not, without the prior written consent of Medtronic:

(a) amend its Certificate or Articles of Incorporation or Bylaws;

(b) authorize for issuance, issue, sell, or deliver (whether through the
issuance or granting of additional options, warrants, commitments, subscriptions,
rights to purchase or otherwise) any stock of any class or any securities convertible
into shares of stock of any class (other than the issuance of the number of shares of
PS Medical Common Stock (or part thereof) indicated in Section 3.3 hereof upon the
exercise in accordance with the current terms of the stock options listed in Section 3.3
hereof as outstanding on the date of this Agreement);

(©) split, combine or reclassify any shares of its capital stock, declare, set
aside or pay any dividend or other distribution (whether in cash, stock or property or
any combination thereof) in respect of its capital stock; or redeem or otherwise
acquire any shares of its capital stock or other securities; or amend or alter any
material term of any of its outstanding securities;
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(d) create, incur or assume any indebtedness for borrowed money, or
assume, guarantee, endorse or otherwise become liable or responsible (whether
directly, contingently or otherwise) for the obligations of any other person, other than
in the ordinary course of business and consistent with past practice; or make any
loans, advances or capital contributions to, or investments in, any other person; or
create, incur or assume any Lien on any material asset;

(e) knowingly take any action that would have the effect of jeopardizing
the qualification of the Merger as a reorganization within the meaning of Section
368(a)(2)(D) of the Code;

€3 (1) increase in any manner the compensation of any of its directors,
officers, employees, shareholders or consultants, except in the ordinary course of
business and consistent with past practice or pursuant to contractual obligations
existing on the date hereof that have been fully disclosed to Medtronic, or accelerate
the payment of any such compensation (whether or not any such acceleration is
consistent with past practice); (ii) pay or accelerate or otherwise modify the payment,
vesting, exercisability, or other feature or requirement of any pension, retirement
allowance, severance pay, stock option or other employee benefit not required by any
existing plan, agreement or arrangement or by applicable law to any such director,
officer, employee, shareholder or consultant, whether past or present; or (iii) except
in accordance with its customary past practices, commit itself to any additional
pension, profit-sharing, bonus, incentive, deterred compensation, stock purchase,
stock option, stock appreciation right, group insurance, severance pay, retirement or
other employee benefit plan, agreement or arrangement, or to any employment or
consulting agreement with or for the benefit of any person, or amend any of such
plans or any of such agreements in existence on the date hereof;

g except in the ordinary course of business and consistent with past
practice or pursuant to contractual obligations existing on the date hereof, (i) sell,
transfer, mortgage, or otherwise dispose of or encumber any real or personal
property, (ii) pay, discharge or satisfy claims, liabilities or obligations (absolute,
accrued, contingent or otherwise), or (iii) cancel any debts or waive any claims or
rights, which involve payments or commitments to make payments which individually
exceeds $10,000 or, in the aggregate, exceed $50,000;

(h) change its credit policy as to sales of inventories or collection of
receivables or its inventory consignment practices;

() remove or permit to be removed from any building, facility or real
property any machinery, equipment, fixture, vehicle or other personal property or
parts thereof, except in the ordinary course of business and except for movement from
one facility of PS Madical to another such facility;
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() alter or revise its accounting principles, procedures, methods or
practices, except as may be required by generally accepted accounting principles;

(k) institute, settle or compromise any claim, action, suit or proceeding
pending or threatened by or against it involving amounts in excess of $50,000, at law
or in equity or before any federal, state, local, foreign or other governmental
department, commission, board, bureau, agency or instrumentality (including, but not
limited to, the FDA or any nongovernmental self-regulatory agency); or

1)) agree, whether in writing or otherwise, to do any of the foregoing.

6.4) No Solicitation of Other Offers. Neither PS Medical nor any of the
Shareholders shall solicit, entertain, discuss or consider any offer, inquiry or proposal with
respect to the sale, merger or other acquisition or licensing of the business or assets (or any
material portion or items thereof) of PS Medical or of any outstanding stock of PS Medical
by any third party other than Medtronic. PS Medical will promptly communicate to
Medtronic the terms of any proposa. or inquiry that it has received or may receive in respect
of any such transaction or of any such information requested from it or of any such
negotiations or discussions being sought to be initiated with PS Medical.

6.5) Access to Information and Records Before Closing. During the period from
the date hereof to the Effective Time, PS Medical shall afford to Medtronic, and to
Medtronic’s accountants, officers, directors, employees, counsel and other representatives,
reasonable access during normal business hours, to all of its properties, books, contracts,
commitments and records, and, during such period, PS Medical shall furnish promptly to
Medtronic all information concerning PS Medical’s business, prospects, properties, results of
operations, condition (financial or otherwise) or personnel as Medtronic may reasonably
request. During the period from the date hereof to the Effective Time, the parties shall in
good faith meet and correspond on a regular basis for mutual consultation concerning the
conduct of PS Medical’s business and, in connection therewith, Medtronic shall be entitled to
have employees or other representatives present at the offices of PS Medical and its
Subsidiaries at all such times as reasonably deemed necessary by Medtronic to protect its
interest as a prospective owner of PS Medical’s business and to observe, and be kept
informed concerning, PS Medical’s operations and business planning. Medtronic shall hold
in confidence all such nonpublic information in accordance with the Letter Agreement dated
October 17, 1994, as amended, and that certain Mutual Confidentiality Agreement dated
February 7, 1994 (the "Confidentiality Agreement").

6.6) Employee Agreemenis.

(a) PS Medical represents and warrants to Medtronic that all PS Medical
employees have entered into, and a.l future employees prior to the Closing will enter into, an
Employment Agreement in the form attached hereto as Exhibit C. PS Medical will, if
requested by Medtronic, also cause such employees to acknowledge in writing that such
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Employment Agreement shall remain in full force and effect after the Closing, that
"Confidential Information" as defined in such agreements shall be deemed to include
confidential information of Medtronic and Medtronic’s other Affiliates, and that Medtronic
shall be an intended third party beneficiary of such agreements.

) Prior to the Closing, PS Medical and the Shareholders shall cause PS Medical
to enter into Noncompetition Agreemants in the form attached hereto as Exhibit D with those
shareholders listed on Schedule 6.6(b).

© Prior to the Closing, PS Medical and the Shareholders shall cause PS Medical
to enter into Employment Agreements in the form attached hereto as Exhibit E with those
employees listed on Schedule 6.6(c).

(d)  Those Shareholders who are employees of PS Medical acknowledge and agree
that nothing contained in the agreements referred to in subsections (a), (b), or (c) above shall
modify their status as "at-will” employees or otherwise give any Shareholders any
expectation of employment or continued employment with PS Medical, except for those
Shareholders listed on Schedule 6.6(c) who enter into Employment Agreements with PS
Medical, the terms and conditions of whose employment are set forth in such Employment
Agreements.

6.7) Best Efforts; Further Actions. Subject to the terms and conditions herein
provided and without being required to waive any conditions herein, each of the parties
hereto agrees to use its best efforts to take, or cause to be taken, all action, and to do, or
cause to be done, all things necessary, proper or advisable to consummate and make effective
the transacticns contemplated by this Agreement. In case at any time after the Effective
Time any further action is necessary or desirable to carry out the purposes of this
Agreement, the proper officers and directors of each party to this Agreement shall take all
such necessary action.

6.8) Regulatory Approvals. PS Medical and Medtronic will take all such action as
may be necessary under federal or state securities laws or the HSR Act applicable to or
necessary for, and will file and, if appropriate, use their best efforts to have declared
effective or approved all documents and notifications with the SEC and other governmental
or regulatory bodies that they deem necessary or appropriate for, the consummation of the
Merger and the transactions contemplated hereby, and each party shall give the other
information reasonably requested by such other party pertaining to it and its subsidiaries and
affiliates to enable such other party to take such actions, and Medtronic shall file in a timely
manner all reports and documents required to be so filed by or under the 1934 Act.

6.9) Additional Financial Statements and Reports. As soon as reasonably
practicable, PS Medical shall furnish to Medtronic copies of all balance sheets and related
statements of income, changes in financial position and changes in shareholders’ equity of PS
Medical which may be regularly prepared in the ordinary course of business prior to the
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Effective Time, including but not limited to such financial statements as of a specifically
including monthly balance sheets and related statements of income and quarterly balance
sheets and related statements of income, changes in financial position and changes in
shareholders’ equity. Such financial statements will be prepared in conformity with generally
accepted accounting principles applied on a consistent basis and fairly present the financial
condition, results of operations and changes in financial position of PS Medical and its
Subsidiaries (subject, in the case of unaudited financial statements, to the absence of
complete footnotes thereto), as of the dates and for the periods covered by such statements.

6.10) Certain Notifications. PS Medical shall promptly notify Medtronic in writing
of the occurrence of any event that will or could reasonably be expected to result in the
failure to satisfy any of the conditions specified in Article VII.

6.11) NYSE Listing Application. Medtronic shall prepare and submit to the NYSE
a listing application for the Medtronic Common Stock to be issued in the Merger pursuant to
Article II of this Agreement. PS Medical shall cooperate with Medtronic in such listing
application.

6.12) Termination of Agreements. Upon completion of the Closing, the following
agreements shall have been terminated prospectively and neither PS Medical nor Medtronic
will have any further liability or obligations thereunder: Buy-Sell Agreement dated August
13, 1980; Preferred Stock Redemption Agreement dated December 17, 1993; Memorandum
of Understanding dated December 26, 1985; and Employment and Invention Agreement
dated December 18, 1986.

6.13) Minimum Equity. PS Medical will have, as of the Closing, total shareholders’
equity, determined in accordance with generally accepted accounting principles consistent
with the Schedule 3.8A Financial Statements and after accrual of the items specified in
Schedule 10.1 to be accrued, of not less than Eight Million Seventy-Three Thousand One
Hundred Fifty-Four Dollars ($8,073,154). Medtronic shall have, pursuant to Section 10.1, a
claim for the full amount by which PS Medical’s total shareholders’ equity as of the Closing
is less than Eight Million Seventy-Three Thousand One Hundred Fifty-Four Dollars
($8,073,154).

6.14) HSR Filings.

(a) The information as to PS Medical or its affiliates or shareholders included in
PS Medical’s filing, or submitted to Medtronic for inclusion in its filing, if any, required to
be submitted under the HSR Act shall be true, correct and complete in all material respects
and shall comply in all material respects with the applicable requirements of the HSR Act
and the rules and regulations issued by the FTC pursuant thereto.

(b) The information as to Medtronic and Acquisition Subsidiary or any of their
affiliates or shareholders included in Medtronic's filing, or submitted to PS Medical for
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inclusion in its filing, if any, required to be submitted under the HSR Act shall be true,
correct and complete in all material respects and shall comply in all material respects with

the applicable requirements of the HSR Act and the rules and regulations issued by the FTC
pursuant thereto.

6.15) Indemnification. Medtronic and Acquisition Subsidiary agree that all rights to
indemnification existing in favor of the present or former directors, officers, employees,
fiduciaries and agents of PS Medical (collectively, the "Indemnified Parties") as provided in
PS Medical’s Certificate of Incorporation or Bylaws as in effect as of the date hereof with
respect to matters occurring prior to the Effective Time shall survive the Merger and shall
continue in full force and effect for a period of not less than five years.

ARTICLE VII
CONDITIONS TO MEDTRONIC’S OBLIGATIONS

The obligations of Medtronic under this Agreement shall, at its option, be subject to
the satisfaction, on or prior to the Closing Date, of all of the following conditions:

7.1)  Truth of Representations and Warranties. The representations and warranties
of PS Medical and the Shareholders herein shall be true in all material respects on the
Closing Date with the same effect as though made at such time, except for changes expressly
contemplated by this Agreement and except for any particular representation and warranty
which specifically addresses matters only as of a particular date (which shall remain true as
of such date). PS Medical and the Shareholders shall have performed all material obligations
and complied with all material covenants and conditions prior to or as of the Closing Date.
No events shall have occurred, no circumstances shall exist and, collectively, no breaches of
the representations and warranties of PS Medical contained in this Agreement shall exist as
of the Closing Date that have caused or could reasonably be expected to have a material
adverse effect upon PS Medical, its condition or its business. PS Medical shall have
delivered to Medtronic a certificate in form and substance satisfactory to Medtronic dated as
of the Closing Date and executed by the Shareholders’ Representative and the President of
PS Medical to all such effects.

7.2) Opinion of Counsel for PS Medical and the Shareholders. Wilson, Sonsini,
Goodrich & Rosati, counsel for PS Medical and the Shareholders with respect to the
transactions contemplated by this Agreement, shall have delivered to Medtronic a written
opinion, dated the Closing Date, ir substantially the form of the attached Exhibit F.

7.3) Regquired Consents. PS Medical and the Shareholders shall have obtained all
permits, authorizations, consents and approvals required to be obtained by it pursuant to this
Agreement, in form and substance satisfactory to Medtronic, and Medtronic and Acquisition
Subsidiary shall have received evicence satisfactory to them of the receipt of such permits,
authorizations, consents and approvals.
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7.4) Litigation Affecting Closing. No suit, action or other proceeding shall be
pending or threatened by any third party or by or before any court or governmental agency
in which it is sought to restrain or prohibit or to obtain damages or other relief in connection
with this Agreement or the consummation of the transactions contemplated by this
Agreement, and no investigation that might result in any such suit, action or other proceeding
shall be pending or threatened.

7.5) Legislation. No statute, rule, regulation, order, or interpretation shall have
been enacted, entered or deemed applicable by any domestic or foreign government or
governmental or administrative agency or court which would make the transactions
contemplated by this Agreement illegal.

7.6) Employment and Noncompetition Agreements. PS Medical and its
shareholders or employees shall have entered into the agreements described in Section 6.6.

7.7) Escrow Agreement. The Shareholders” Representative and the Exchange
Agent shall have executed and delivered to Medtronic the Escrow Agreement, as described in
Section 10.4.

7.8) Resignations. The officers and directors of PS Medical shall have tendered
their resignations effective as of the Effective Time.

7.9) NYSE Listing. The shares of Medtronic Common Stock to be delivered
pursuant to the Merger shall have been duly listed on the NYSE, subject to official notice of
issuance.

7.10) HSR Waiting Period. The waiting period applicable to the consummation of
the Merger under the HSR Act shall have expired or been terminated.

7.11) Fee and Expenses. Medtronic shall have received written acknowledgments
(i) from Piper Jaffray that Piper Jaffray shall look to the Shareholders and not PS Medical
for payment of all fees and expenses payable to Piper Jaffray in connection with the
transaction(s) contemplated by this Agreement, and (ii) from Wilson, Sonsini, Goodrich &
Rosati that Wilson, Sonsini, Goodrich & Rosati shall look to the Shareholders and not PS
Medical for payment of all fees and expenses payable in excess of the lesser of one-half or
an aggregate $125,000 paid or payable to Wilson, Sonsini, Goodrich & Rosati in connection
with the transaction(s) contemplated by this Agreement.
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ARTICLE VIII
CONDITIONS TO PS MEDICAL’S AND THE SHAREHOLDERS’ OBLIGATIONS

The obligations of PS Medical and the Shareholders under this Agreement shall, at
their option, be subject to the satisfaction, on or prior to the Closing Date, of all of the
following conditions:

8.1) Truth of Representations and Warranties. The representations and warranties
of Medtronic herein shall be true in all material respects on the Closing Date with the same
effect as though made at such time, except for changes expressly contemplated by this
Agreement and except for any particular representation and warranty which specifically
addresses matters only as of a particular date (which shall remain true as of such date).
Medtronic shall have performed all material obligations and complied with all material
covenants and conditions prior to or as of the Closing Date. Medtronic shall have delivered
to PS Medical and the Shareholders a certificate in form and substance satisfactory to

Medtronic dated as of the Closing Date and executed by a Vice President of Medtronic to all
such effects.

8.2) Opinion of Counsel for Medtronic. PS Medical and the Shareholders shall
have received from Fredrikson & Byron, P.A., counsel for Medtronic, a written opinion
dated the Closing Date, in substantially the form of the attached Exhibit G.

8.3) Consents. Medtronic and Acquisition Subsidiary shall have obtained all
permits, authorizations, consents and approvals required to be obtained by them pursuant to
this Agreement, in form and substance satisfactory to Medtronic, and PS Medical shall have
received evidence satisfactory to it of the receipt of such permits, authorizations, consents
and approvals.

8.4) Litigation Affecting Closing. No suit, action or other proceeding shall be
pending or threatened by any third party or by or before any court or governmental agency
in which it is sought to restrain or prohibit or to obtain damages or other relief in connection
with this Agreement or the consummation of the transactions contemplated by this
Agreement, and no investigation that might result in any such suit, action or other proceeding
shall be pending or threatened.

8.5) Legislation. No statute, rule, regulation or order or interpretation shall have
been enacted, entered or deemed applicable by any domestic or foreign government or
governmental or administrative agency or court which would make the transactions
contemplated by this Agreement illegal.

8.6) Escrow Agreement. Medtronic and the Exchange Agent shall have executed
and delivered to the Shareholders’ Representative the Escrow Agreement, as described in
Section 10.4.
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8.7) Tax Opinion. Since the date of this Agreement, there shall not have been any
change in the facts, circumstances or applicable federal tax laws which would prevent the
Shareholders from receiving an opinion, dated the Closing Date, of Wilson, Sonsini,
Goodrich & Rosati, counsel to PS Medical, to the effect that, subject to customary
conditions, the Merger will be treated for federal income tax purposes as a reorganization
within the meaning of Section 368(a)(2)(D) of the Code.

8.8) NYSE Listing. The shares of Medtronic Common Stock to be delivered
pursuant to the Merger shall have been duly listed on the NYSE, subject to official notice of
issuance.

8.9) HSR Waiting Period. The waiting period applicable to the consummation of
the Merger under the HSR Act shall have expired or been terminated.

ARTICLE IX
CLOSING

9.1) Closing Date. The consummation of the Merger provided for herein (the
"Closing") shall take place at 10:00 a.m. (local time) on October 13, 1995, or as soon
thereafter as all conditions to Closing have been satisfied or waived, or on such other date
and/or at such other time as the parties hereto may agree upon (the "Closing Date"). The
Closing shall take place at the offices of PS Medical, or at such other place or in such other
manner (e.g. by telecopy exchange of signature pages with originals to follow by overnight
delivery) as the parties hereto may agree.

9.2) Closing Deliveries of the Shareholders. In addition to, and without limiting
any other provisions of this Agreement, PS Medical and the Shareholders shall deliver the
items referred to in subsections (a) through (d) below, in form reasonably satisfactory to
Medtronic and its counsel:

(a) Resignations, effective as of the Closing, of all of PS Medical’s Board of
Directors and of any PS Medical officers specified by Medtronic at least one day
prior to Closing.

() Certified copies of PS Medical's Articles of Incorporation and a Certificate of
Status, each certified by the California Secretary of State as of a date not more than
five business days prior to the Closing Date, and a certificate of the California
Franchise Tax Board dated not more than five business days prior to Closing Date, to
the effect that PS Medical is in good standing, has no known unpaid tax liability, and
is entitled to transact business in the State of California.

(<) Certificates executed by PS Medical reasonably acceptable to Medtronic
certifying that an interest in PS Medical does not represent a U.S. real property
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interest within the meaning of Section 1445 of the Code and the regulations
promulgated thereunder.

(d) All of the documents, certificates, instruments and opinions required to be
delivered to Medtronic under Article VII of this Agreement.

9.3) Closing Deliveries of Medtronic. In addition to, and without limiting any
other provisions of this Agreement, Medtronic shall, at the Closing, deliver to PS Medical in
form reasonably satisfactory to PS Medical and its counsel, the documents and opinion
required to be delivered to the Shareholders under Article VIII of this Agreement.

9.4) Proceedings. All proceedings taken and all documents executed and delivered
by the parties hereto at the Closing shall be deemed to have been taken and executed
simultaneously and no proceedings shall be deemed taken nor any documents executed or
delivered until all have been taken, executed and delivered.

ARTICLE X
INDEMNIFICATION

10.1) Indemnification of Medtronic. The Shareholders severally and not jointly
(except with respect to claims which arise out of or relate to any fraud or intentional
misrepresentation by PS Medical or the Shareholders, with respect to which such
indemnification shall be joint and several), shall indemnify, defend and hold harmless
Medtronic and each of its subsidiaries (including PS Medical), officers and directors
(Medtronic and such other indemnitees referred to in this Article X as "Medtronic") from
and against and in respect of any and all demands, claims, actions or causes of action,
assessments, losses, damages, liabilities, interest and penalties, costs and expenses
(including, without limitation, reasonable legal fees and disbursements incurred in connection
therewith and in seeking indemnification therefor, and any amounts or expenses required to
be paid or incurred in connection with any action, suit, proceeding, claim, appeal, demand,
assessment or judgment), resulting from, arising out of, or imposed upon or incurred by any
person to be indemnified hereunder by reason of any of the following ("Indemnifiable
Losses"):

(i) any breach of any representation, warranty, covenant or agreement of PS
Medical or the Shareholders contained in this Agreement or any agreement,
certificate or document executed and delivered by PS Medical or the
Shareholders pursuant hereto or in connection with any of the transactions
contemplated by this Agreement; (but only if and to the extent Indemnifiable
Losses under this subparagraph (i) exceed an aggregate of $200,000); and

(i1) those matters specifically identified on Schedule 10.1;
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provided that each Shareholder’s liability under Section 10.1 shall be limited as set
forth in Section 10.5.

10.2) Indemnification of the Shareholders. Medtronic shall indemnify, defend and
hold harmless the Shareholders and their affiliates, agents and counsel from and against and
in respect of any and all demands, claims, actions or causes of action, assessments, losses,
damages, liabilities, interest and penalties, costs and expenses (including, without limitation,
reasonable legal fees and disbursemenrts incurred in connection therewith and in seeking
indemnification therefor, and any amounts or expenses required to be paid or incurred in
connection with any action, suit, proceeding, claim, appeal, demand, assessment or
judgment), resulting from, arising out of, or imposed upon or incurred by any person to be
indemnified hereunder by reason of any breach of any representation, warranty, covenant or
agreement of Medtronic contained in this Agreement or any agreement, certificate or
document executed and delivered by Medtronic pursuant hereto or in connection with the
transactions contemplated by this Agreement.

10.3) Third Party Claims. If a claim by a third party is made against an indemnified
party and if the indemnified party intends to seek indemnity with respect thereto under this
Article X, such indemnified party shall promptly notify the indemnifying party of such claim;
provided, however, that failure to give timely notice shall not affect the rights of the
indemnified party so long as the failure to give timely notice does not adversely affect the
indemnifying party’s ability to defend such claim against a third party. The indemnified
party shall not settle such claim without the consent of the indemnifying party, which consent
shall not be unreasonably withheld or delayed. If the indemnifying party acknowledges in
writing its indemnity obligations for Indemnifiable Losses resulting therefrom, the
indemnifying party may participate at its own cost and expense in the settlement or defense
of any claim for which indemnification is sought; provided that, such settlement or defense
shall be controlled by the indemnified party.

10.4) Escrow. In order to provide for possible indemnification in accordance with
Article X of this Agreement, the Exchange Agent shall retain the number of shares (rounded
down to the nearest whole share) of Medtronic Common Stock issued pursuant to Section
2.3(a) equal in value to an aggregate $5,000,000 (the "Escrow Shares"), determined by
dividing $5,000,000 by the Average Market Price at the Effective Time, with such retention
to be made ratably out of the shares of Medtronic Common Stock otherwise issuable to each
of the Shareholders. Such retained Escrow Shares shall be held pursuant to and under the
terms, conditions, and instructions relating to the holding, investment, and disbursement of
the Escrow Shares, as set forth in an escrow agreement (the "Escrow Agreement") among
Medtronic, PS Medical, the Shareholders’ Representative and the Exchange Agent to be
executed on or before the Closing Date in substantially the form attached hereto as
Exhibit B. Upon the expiration of the Survival Period described in Section 13.3 hereof or,
if later, the final resolution of any claims for indemnification pursuant to Article X hereof,
the Exchange Agent shall distribute to the Shareholders their ratable shares of the Escrow
Shares, including any dividends or distributions thereon as described below, to the extent that
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the Escrow Shares have not been distributed to Medtronic in satisfaction of, or retained
pending the resolution of, any claims for indemnification pursuant to Article X hereof. For
purposes of satisfying any Medtronic claim for indemnification pursuant to Article X hereof,
the number of Escrow Shares to be distributed to Medtronic or retained pending resolution of
such claim shall be equal to the amount of such claim divided by the Average Market Price
as of the Effective Date. Dividends or distributions received on the Escrow Shares shall be
retained by the Exchange Agent and shall become distributable to the Shareholders in
accordance with their ratable shares only upon the expiration of the Survival Period and final
resolution of any then pending claims against the Escrow Shares and such dividends or
distributions, as provided in Article X. Subject to the Escrow Agreement, the Shareholders
shall retain their voting rights with respect to securities retained by the Exchange Agent in
accordance with Section 2.7.

10.5) Set-Off. Medtronic’s and PS Medical’s recovery for Indemnifiable Losses
which do not arise out of or relate to any fraud or intentional misrepresentation by PS
Medical or the Shareholders shall be limited exclusively to recovery from the Escrow
Account and set-off against any or all unissued or unpaid portions of the merger
consideration described in Section 2.3 which would otherwise be owed to the Shareholders.
Such set-off shall be exercised pro-rata among all Shareholders; provided that set-off of
Indemnifiable Losses arising out of or related to a breach of Section 3.4 (Title to PS Medical
Stock; Authority of the Shareholders), Section 3.6 (Binding Obligation), or Section 3.7
(Consents Required) shall be exercised first against the Shareholder with respect to whom
Section 3.4, 3.6 or 3.7 is breached. Medtronic’s and PS Medical’s recovery from the
Shareholders for Indemnifiable Loss arising out of or related to any fraud or intentional
misrepresentation by PS Medical or the Shareholders shall not be limited to the Escrow
Account and set-off against the merger consideration.

10.6) Waiver of Subrogation. From and after the Closing, the Shareholders shall
not have any rights to indemnification, contribution or subrogation from Medtronic, PS
Medical or their successors, whether pursuant to Medtronic’s, PS Medical’s or their
successors’ Articles of Incorporation, Bylaws, insurance policies or otherwise, with respect
to acts or events occurring at or prior to the Closing, except as otherwise provided in Section
10.2.

10.7) PS Medical’s Indemnification of Medtronic. In the event the Closing does not
occur, the obligations set forth in Section 10.1 shall be the obligations of PS Medical.

10.8) Cooperation as to Indemnified Liability. Each party hereto shall cooperate
fully with the other parties with respect to reasonable access to books, records, or other
documentation within such party’s control, if deemed reasonably necessary or appropriate by
any party in the defense of any claim which may give rise to indemnification hereunder.
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10.9) Insurance. Medtronic shall have no obligation to maintain any insurance
coverage with respect to PS Medical or its business. The Shareholders may, if they desire,
purchase products liability insurance (a so-called "tail policy") covering all products or
services manufactured or sold by PS Medical prior to the Effective Date.

ARTICLE XI
TERMINATION

11.1) Termination. This Agreement may be terminated at any time prior to the
Effective Time, whether before or after approval by the shareholders of PS Medical, only:

(a) by mutual consent of the Board of Directors of Medtronic and the
Board of Directors of PS Medical;

() by either Medtronic or PS Medical if, without fault of such terminating
party, the Merger shall not have been consummated on or before November 30, 1995;
provided that if the parties receive a second request for information from the FTC
extending the waiting period under the HSR Act, such date shall be extended to
December 30, 1995;

(c) by PS Medical if any of the conditions specified in Article VIII hereof
has not been waived by PS Medical or met at such time as such condition can no
longer be satisfied; or

(d) by Medtronic if any of the conditions specified in Article VII hereof
has not been waived by Medtronic or met at such time as such condition can no
longer be satisfied.

11.2) Procedure and Effect of Termination. In the event of termination and
abandonment of the Merger by Medtronic or by PS Medical pursuant to Section 11.1 hereof,
written notice thereof shall immediately be given to the other party and this Agreement shall
terminate and the Merger shall be abandoned, without further action by any of the parties
hereto. Acquisition Subsidiary agrees that any termination by Medtronic shall be
conclusively binding upon Acquisition Subsidiary, whether given expressly on its behalf or
not, and PS Medical shall have no further obligation with respect to Acquisition Subsidiary.
If this Agreement is terminated as provided herein, no party hereto shall have any liability
hereunder or further obligation hereunder to any other party to this Agreement except as
stated in Article X and in Section 13.7 hereof, which Sections shall survive any such
termination and continue in effect thereafter; provided, however, that nothing in this Article
XI shall relieve any party of liability for breach of this Agreement. In the event of any
termination of this Agreement, the Confidentiality Agreement shall govern any confidential
information about the other party obtained pursuant to this Agreement.
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ARTICLE XII
ALTERNATIVE DISPUTE RESOLUTION

12.1) Notice of Dispute. If any dispute arises among the parties hereto with respect
to this Agreement or any alleged breach hereof, any party may, by written notice to the other
party, have such dispute referred to their respective employees designated below or their
successors for attempted resolution by good faith negotiations within 30 days after such
notice is received. Such designated employees are as follows:

For PS Medical and the Shareholders - Gary East or his designee
For Medtronic - the Chief Executive Officer of Medtronic, or his or her designee

Following the Effective Time, the Shareholders’ Representative may designate a person to
act on behalf of the PS Medical shareholders, by notice to Medtronic provided pursuant to
Section 13.5. Any settlement reached by the parties under this Section 12.1 shall not be
binding until reduced to writing and signed by the above-specified employees of Medtronic
and PS Medical. When reduced to writing, such settlement agreement shall supersede all
other agreements, written or oral, to the extent such agreements specifically pertain to the
matters so settled. If the designated employees are unable to resolve such dispute within
such 30-day period, any party may invoke the provisions of Section 12.2 below.

12.2) Arbitration. All claims, disputes, controversies, and other matters in question
arising out of or relating to this Agreement or the Escrow Agreement, including claims for
Indemnifiable Losses and disputes regarding the making of this Agreement, including claims
of fraud in the inducement, or to the alleged breach hereof, shall be settled by negotiation
between the parties as described in Section 12.1 above or, if negotiation is unsuccessful, by
binding arbitration in accordance with procedures set forth in Section 12.3 and 12.4 below.

12.3) Notice. Notice of demand for binding arbitration shall be given in writing to
the other parties pursuant to Section 13.5. In no event may a notice of demand of any kind
be filed more than two years after the date the claim, dispute, controversy, or other matter in
question was asserted by one party against another, and if such demand is not timely filed,
the claim, dispute, controversy, or other matter in question referenced in the demand shall be
deemed released, waived, barred, and unenforceable for all time, and barred as if by statute
of limitations.

12.4) Binding Arbitration. Upon filing of a notice of demand for binding arbitration
by any party hereto, arbitration shall be commenced and conducted as follows:

(a) Arbitrators. All claims, disputes, controversies, and other matters
(collectively "matters”) in question shall be referred to and decided and settled by a
standing panel of three independent arbitrators, one selected by each of Medtronic and
PS Medical's representative and the third by the two arbitrators so selected. The

{REORG] - 51 -

TRADEMARK
REFEIL: 1737 FRAME: 0415



third shall be a former judge of one of the U.S. District Courts or one of the U.S.
Court of Appeals or such other classes of persons as the parties may agree. Selection
of arbitrators shall be made within 30 days after the date of the first notice of demand
given pursuant to Section 12.3 and within 30 days after any resignation, disability or
other removal of such arbitrazor. Following appointment, each arbitrator shall remain
a member of the standing parel, subject to recusal for just cause or resignation or
disability; provided, however, an arbitrator can be removed by the party who
appointed the arbitrator, or in the case of the third arbitrator, by either party for any
reason at any time when no matter is in arbitration.

(b) Cost of Arbitration. The cost of each arbitration proceeding, including
without limitation the arbitrators’ compensation and expenses, hearing room charges,
court reporter transcript charges etc., shall be borne by the party whom the arbitrators
determine has not prevailed in such proceeding, or borne equally by the parties if the
arbitrators determine that neither party has prevailed. The arbitrators shall also award
the party that prevails substantially in its pre-hearing position its reasonable attorneys’
fees and costs incurred in connection with the arbitration. The arbitrators are
specifically instructed to award attorneys’ fees for instances of abuse of the discovery
process.

©) Location of Proceedings. All arbitration proceedings shall be held in
Denver, Colorado, unless the parties agree otherwise.

(d) Pre-hearing Discovery. The parties shall have the right to conduct and
enforce pre-hearing discovery in accordance with the then current Federal Rules of
Civil Procedure, subject to these limitations: Document discovery and other
discovery shall be under the control of and enforceable by the arbitrators. The
arbitrators shall permit and facilitate such other discovery as they shall determine is
appropriate under the circumstances, taking into account the needs of the parties and
the desirability of making discovery expeditious and cost effective. Discovery
disputes shall be decided by the arbitrators. The arbitrators are empowered:

() to issue subpoenas to compel pre-hearing document or
deposition discovery;

(i) to enforce the discovery rights and obligations of the parties;
and

(iii)  to otherwise control the scheduling and conduct of the
proceedings.

Notwithstanding any contrary foregoing provisions, the arbitrators shall have the
power and authority to, and to the fullest extent practicable shall, abbreviate

(o]
[}
'

[REORG] _

TRADEMARK
REFEIL: 1737 FRAME: 0416



[REORG]

arbitration discovery in a manner that is fair to all parties in order to expedite the
conclusion of each alternative dispute resolution proceeding.

(e) Pre-hearing Conference. Within 45 days after filing of notice of
demand for binding arbitration, the arbitrators shall hold a pre-hearing conference to
establish schedules for completion of discovery, for exchange of exhibit and witness
lists, for arbitration briefs, for the hearing, and to decide procedural matters and all
other questions that may be presented.

® Hearing Procedures. The hearing shall be conducted to preserve its
privacy and to allow reasonable procedural due process. Rules of evidence need not
be strictly followed, and the hearing shall be streamlined as follows:

1) Documents shall be self-authenticating, subject to valid objection
by the opposing party;

(i)  Expert reports, witness biographies, depositions, and affidavits
may be utilized, subject to the opponent’s right of a live cross-examination of
the witness in person;

(i11)  Charts, graphs, and summaries shall be utilized to present
voluminous data, provided (i) that the underlying data was made available to
the opposing party 30 days prior to the hearing, and (ii) that the preparer of
each chart, graph, or summary is available for explanation and live cross-
examination in person;

(iv)  The hearing should be held on consecutive business days without
interruption to the maximum extent practicable; and

(v)  The arbitrators shall establish all other procedural rules for the
conduct of the arbitration in accordance with the rules of arbitration of the
Center for Public Resources.

(g Goveming Law. This arbitration provision shall be governed by, and
all rights and obligations specifically enforceable under and pursuant to, the Federal
Arbitration Act (9 U.S.C. § | et seq.) and the laws of the State of Minnesota shall be
applied, without reference to the choice of law principles thereof, in resolving matters
submitted to such arbitration.

(h)  Consolidation. No arbitration shall include, by consolidation, joinder,
or in any other manner, any additional person not a party to this Agreement (other
than affiliates of any such party, which affiliates may be included in the arbitration),
except by written consent of the parties hereto containing a specific reference to this
Agreement.
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1) Award. The arbitrators are empowered to render an award of general
compensatory damages and equitable relief (including, without limitation, injunctive
relief), but are not empowered to award punitive or presumptive damages. The
award rendered by the arbitrators (1) shall be final; (2) shall not constitute a basis for
collateral estoppel as to any issue; and (3) shall not be subject to vacation or
modification, except in the event of fraud or gross misconduct on the part of the
arbitrators.

) Confidentiality. The parties hereto will maintain the substance of any
proceedings hereunder in confidence and make disclosures to others only to the extent
necessary to properly conduc: the proceedings.

ARTICLE XIII
OTHER PROVISIONS

13.1) Further Assurances. At such time and from time to time on and after the
Closing Date upon request by Medtronic, the Shareholders will execute, acknowledge and
deliver, or will cause to be done, executed, acknowledged and delivered, all such further
acts, deeds, assignments, transfers, conveyances, powers of attorney and assurances that may
be required for the better conveying, transferring, assigning, delivering, assuring and
confirming to Medtronic, or to its respective successors and assigns all of the PS Medical
Stock or to otherwise carry out the purposes of this Agreement.

13.2) Complete Agreement. The Schedules and Exhibits to this Agreement shall be
construed as an integral part of this Agreement to the same extent as if they had been set
forth verbatim herein. This Agreement and the Schedules and Exhibits hereto, together with
the Confidentiality Agreement, constitute the entire agreement between the parties hereto
with respect to the subject matter hereof and supersede all prior agreements whether written
or oral relating hereto.

13.3) Survival of Represeniations, Warranties and Agreements. The representations,
warranties, covenants and agreements contained in Articles III and IV of this Agreement, as
brought current to the Closing Date pursuant to Section 7.1 or Section 8.1 respectively, shall
survive the Closing and remain in full force and effect until eighteen months after the
Closing Date (the "Survival Period"); provided that the Shareholders’ obligation in Section
10.1 to indemnify Medtronic for any breach of the representation or warranty set forth in
Section 3.9 or Section 3.27 shall remain in force and effect until expiration of all applicable
statutes of limitation, subject to Section 10.5. Expiration of a representation, warranty,
covenant or agreement pursuant to this Section shall not limit or otherwise affect the right of
a party to indemnification under Article X if notice was sent to the party from whom
indemnification is sought of the basis for such claim to indemnification prior to such
expiration. No independent investization of PS Medical by Medtronic, its counsel, or any of
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its agents or employees shall in any way limit or restrict the scope of the representations and
warranties made by PS Medical or the Shareholders in this Agreement.

13.4) Waiver, Discharge, Amendment, Etc. The failure of any party hereto to
enforce at any time any of the provisions of this Agreement, including the election of such
party to proceed with the Closing despite a failure of any condition to such party’s closing
obligations to occur, shall in no way be construed to be a waiver of any such provision, nor
in any way to affect the validity of this Agreement or any part thereof or the right of the
party thereafter to enforce each and every such provision. No waiver of any breach of this
Agreement shall be held to be a waiver of any other or subsequent breach. This Agreement
may be amended by PS Medical and Medtronic, by mutual action approved by their
respective Boards of Directors or their respective officers authorized by such Board of
Directors, at any time prior to the Closing Date. Any amendment to this Agreement shall be
in writing and signed by PS Medica!, the Shareholders’ Representative, and Medtronic.

13.5) Notices. All notices or other communications to a party required or permitted
hereunder shall be in writing and shall be delivered personally or by telecopy to such party
(or, in the case of an entity, to an executive officer of such party) or shall be given by
certified mail, postage prepaid with return receipt requested, addressed as follows:

if to Medtronic or, after the Closing to PS Medical, to:

Medtronic, Inc.

Corporate Center

7000 Central Avenue N.E.

Minneapolis, Minnesota 55432

with separate copies thereof addressed to

Attention: General Counsel
and
Attention: Vice President, Corporate Development and Associate General Counsel

and if to the Shareholders, or prior to the Closing to PS Medical, to:

PS Medical

125 Cremona Drive

Goleta, California 93117

Attention: Gary P. East, President and CEO
Telecopy Number: (805) 9¢8-6889
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with a copy to:

Wilson, Sonsini, Goodrich & Rosati
Two Palo Alto Square

Palo Alto, California 94306
Attention: Robert Jack, Esq.
Telecopy Number: (415) 496-4088

Any party may change the above-specified recipient and/or mailing address by notice
to all other parties given in the manner herein prescribed. All notices shall be deemed given
on the day when actually delivered as provided above (if delivered personally or by telecopy)
or on the day shown on the return receipt (if delivered by mail).

13.6) Public Announcement. The parties intend that all future statements or
communications to the public or press regarding this Agreement or the Merger will be
mutually agreed upon by them. Neither party shall, without such mutual agreement or the
prior consent of the other, issue any statement or communication to the public or to the press
regarding this Agreement, or any of the terms, conditions or other matters with respect to
this Agreement, except as required by law or the rules of the NYSE and then only: (a) upon
the advice of such party’s legal counsel; (b) to the extent required by law or the rules of the
NYSE; and (¢) following prior notice to, and consultation with, the other party (which notice
shall include a copy of the proposed statement or communication to be issued to the press or
public).

13.7) Expenses. Medtronic shall pay its own expenses incident to this Agreement
and the preparation for, and consummation of, the transactions provided for herein. The
Shareholders shall pay any and all expenses of PS Medical and the Shareholders incident to
this Agreement and the preparation for, and consummation of, the transactions provided for
herein; provided that PS Medical may pay up to the lesser of one-half (1/2) or $125,000 of
actual attorney's fees and expenses only incurred by PS Medical and/or the Shareholders.

13.8) Governing Law. This Agreement shall be governed by and interpreted in
accordance with the laws of the State of Minnesota, including all matters of construction,
validity, performance and enforcement, without giving effect to principles of conflict of laws.

13.9) Successors and Assigns. This Agreement shall be binding upon and inure to
the benefit of the parties hereto and the successors or assigns of the parties hereto; provided
that the rights of PS Medical and the Shareholders herein may not be assigned except as
provided in Section 2.8 and Section 5.11 and the rights of Medtronic may only be assigned
to an Affiliate of Medtronic.

13.10) Titles and Headings:; Construction. The Table of Contents, titles and
headings to the Articles and Sections herein are inserted for the convenience of reference
only and are not intended to be a part of or to affect the meaning or interpretation of this
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Agreement. This Agreement shall be construed without regard to any presumption or other
rule requiring construction hereof against the party causing this Agreement to be drafted.

13.11) Benefit. Nothing in this Agreement, expressed or implied, is intended
to confer on any person other than the parties hereto or their respective successors or
assigns, any rights, remedies, obligations or liabilities under or by reason of this Agreement.

13.12) Counterparts. This Agreement may be executed in any number of
counterparts, each of which shall be deemed as original and all of which together shall
constitute one instrument.

13.13) Attorney-in-Fact for Shareholders. Each Shareholder appoints Gary P.
East as such Shareholder’s true and lawful attorney-in-fact and agent, with full power of
substitution and resubstitution, for such Shareholder and in such Shareholder’s name, place
and stead to act on behalf of such Shareholder to resolve matters arising in connection with
the transactions contemplated by this Agreement. In furtherance of the foregoing, each
Shareholder grants to Gary P. East full authority to amend the Agreement, waive any
provision of the Agreement, settle or compromise any claim, authorize any payment, and
take any action in connection with this Agreement. In the event of the death, resignation or
incapacity of Gary P. East, each Shareholder appoints Rudolf Schulte to succeed Gary P.
East as the Shareholders’ Representative hereunder with the full authority granted by this
Section. Any further successors shall be selected, and any Shareholders’ Representative may
be removed and replaced, in accordance with Section 19 of the Escrow Agreement, which is
hereby incorporated herein by reference. The Shareholders’ Representative shall not be
liable for any action taken or determination made in good faith in connection with the
exercise of his authority pursuant to this Section.

13.14) Disclosure. Each Shareholder acknowledges that such Shareholder has
had an opportunity to review the transactions contemplated by this Agreement with such
Shareholder’s tax, legal, or other advisors if so desired.

13.15) Consent of Spouse. Each Shareholder who is a married individual
represents and warrants that such Shareholder’s spouse has executed the form of Consent of
Spouse attached hereto as Exhibit H.
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IN WITNESS WHEREOF, each of the parties has caused this Agreement and Plan of
Reorganization to be executed in the manner appropriate for each, and to be dated as of the

date first above-written.

(Corporate Seal)

(No Corporate Seal)

(No Corporate Seal)

(signatures continued)

PUDENZ-SCHULTE MEDICAL RESEARCH
CORPORATION
("PS Medical")

By:

Its:

MEDTRONIC, INC.

("Mcdtrom%’ ; ML_/

Its: Vce fszzc@(,/JL

MDT AC ION CORP.

By: V%(——’"
Its:frZSLIé%

{Signature page to Agreement and Plan of Merger among

Medtronic, Acquisition Subsidiary and PS Medical]
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IN WITNESS WHEREOF, each of the parties has caused this Agreement and Plan of

Reorganization to be executed in the manner appropriate for each, and to be dated as of the
date first above-written.

PUDENZ-SCHULTE MEDICAL RESEARCH
CORPORATION
("PS Medical")

{Corporate Seal) | Byz/W %
tts: f2e5iilon - s Coyr® Lo foie i

MEDTRONIC, INC.
("Medtronic")

(No Corporate Seal) By:

Its:

MDT ACQUISITION CORP.

(No Corporate Seal) By:

Its:

(signatures continued)

[Signature page to Agreement and Plan of Merger among
Medtronic, Acquisition Subsidiary and PS Medical]
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SEP 29 ’95 @3:18PM MEDTRONIC LAW DEPT P.373

IN WITNESS WHEREOF, each of the parties has caused this Agreement and Plan of
Reorganization to be executed in the manner appropriate for each, and to be dated as of the

date first above-written.

PUDENZ-SCHULTE MEDICAL RESEARCH

CORPORATION
("PS Medical”)

(Corporate Seal) By:

Its:

MEDTRONIC, INC.

Y/

A

(No Corporate Seal)

By: ‘A L . '
Its: V’:ce ﬁegichrd‘-

(No Corporate Seal)

(signatures continued)

(Signature page to Agreement and Plan of Merger_among
Medtronic, Acquisition Subsidiary and PS Medical]
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THE SHAREHOLDERS:

(ot . LAAAL

Rudolf Schilte, Trustee of the Schulte 1991
Revocable Trust under agreement dated 3-24-91

Schulte Research Institute

By:

Its:

James H. Franzen, Trustee of the Schulte Family
Trust of under agreement dated 12/29/94.

Gary P. East

Alfons Heindl

Robert Pudenz

Marga M. Bryant (fka Marga Schroeder)

Joseph E. Brown

[Signature page to Agreement and Plan of Merger among
Medtronic, Acquisition Subsidiary and PS Medical]
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THE SHAREHOLDERS:

Rudolf Schulte, Trustee of the Schulte 1991
Revocable Trust under agreement dated 3-24-91
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— Precs
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