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PART |

The Private Securities Litigation Reform Act of 59%rovides a "safe harbor" for forwalabking statements. This report contains ce
forward{ooking statements and information that are basethe beliefs of management as well as assumptiaaie by and information currer
available to management. The statements containgnisi report relating to matters that are notdnisal facts are forwartboking statements tt
involve risks and uncertainties, including, but fiotited to, our reliance on a certain key custgmeduced U.S. and foreign military spend
including the uncertainty associated with governnieeriget approvals; possible future declines inafehfor the products that use our batte
the successful commercialization of our produatssible impairments of our goodwill and other iigfilafe assets; the unique risks associated
our Chinese operations; our resources being ovémeaeby our growth prospects; possible breachesedaurity and other disruptions; resic
effects of negative news related to our industpesential costs because of the warranties we gwph our products and services; the risk tha
are unable to protect our proprietary and intellacproperty; potential disruptions in our suppfyr@w~v materials and components; our abilit
comply with government regulations regarding the ais“‘conflict minerals;” our exposure to foreigareency fluctuations; our customedgman
falling short of volume expectations in our supplyreements; safety risks, including the risk of;fiexposure to possible violations of the |
Foreign Corrupt Practices Act, the U.K. Bribery Asctother anteorruption laws; our ability to utilize our net opéng loss carryforwards; ¢
ability to comply with changes to the regulations the shipment of our products; rules and procesluegarding contracting with the U.S.
foreign governments; possible audits of our comdrdny the U.S. and foreign governments and thaipaetive defense agencies; known
unknown environmental matters; technological intiove in the norrechargeable and rechargeable battery industeegrgl domestic and glol
economic conditions; competition and customer etfyias; and other risks and uncertainties, cerfaivhah are beyond our control.

Although we base these forwdmbking statements on assumptions that we beliegereasonable when made, we caution you
forward{ooking statements are not guarantees of futurimeance and that our actual results of operatifinancial condition and liquidity ai
the development of the industries in which we ojgeraay differ materially from those made in or segjgd by the forwartboking statemen
contained herein. In addition, even if our resafteperations, financial condition and liquiditycathe development of the industries in whict
operate are consistent with the forwéwdking statements contained in this document, ehesults or developments may not be indicati
results or developments in subsequent periods.nGhease risks and uncertainties, you are cautionétb place undue reliance on these forwar
looking statements. Any forwaldeking statements that we make herein speak algfahe date of those statements, and we undenie
obligation to update those statements or to pybhcinounce the results of any revisions to anyhofé statements to reflect future even
developments. Comparisons of results for curredt @my prior periods are not intended to expressfatyre trends or indications of futi
performance, unless expressed as such, and shayltbe viewed as historical data. When used in riiyrt, the words “anticipate”, “believe”
“estimate” or “expect” or words of similar importeaintended to identify forward-looking statemerker further discussion of certain of
matters described above and other risks and umntiets see “Risk Factors” in Item 1A of this AnhiReport on Form 10-K.

As used in this annual report, unless otherwiseated, the terms “we”, “our” and “us” refer to t#tife Corporation (“Ultralife”)anc
includes our wholly-owned subsidiaries, Ultralifat®ries (UK) Ltd., ABLE New Energy Co., Limited aaits wholly-owned subsidiary ABL
New Energy Co., Ltd, and our majo-owned joint venture Ultralife Batteries India Raie Limited.

Dollar amounts throughout this Form 10-K Annual B#jare presented in thousands of dollars, excegidr share amounts.
ITEM 1. BUSINESS
General

We offer products and services ranging from poweduteons to communications and electronics systanmistomers across the gl
in the government, defense and commercial sedfdith. an emphasis on strong engineering and a cmitdive approach to problem solvi
we design, manufacture, install and maintain poesetl communications systems including: rechargeahf nonrechargeable batteri
charging systems, communications and electronisteBys and accessories and custom engineered sy¥tEnontinually evaluate ways

grow, including the design, development and saleesi products, expansion of our sales force to tpeeenew markets and geographies, as
as seeking opportunities to expand through acapnisit
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We sell our products worldwide through a varietytraide channels, including original equipment manturers (“*OEMs”)industria
and defense supply distributors and directly to.lu&l international defense departments. We erfjong name recognition in our mark
under our Ultralife® Batteries, Lithium PoweP , McDowell Researclf , AMTI ™ | and ABLE™ brands. We have sales, operations
product development facilities in North America ak&la.

We report our results in two operating segmentsteBa & Energy Products and Communications Systérhe Battery & Enerc
Products segment includes: lithium 9-volt, cylimdti and various other naechargeable batteries, in addition to rechargeabbkteries
uninterruptable power supplies, charging systents arcessories. The Communications Systems segmelntdés: RF amplifiers, pow
supplies, cable and connector assemblies, amplifipdakers, equipment mounts, case equipment, podable systems, integra
communication systems for fixed or vehicle applmas and communications and electronics systemgrie®/e believe that reportil
performance at the gross profit level is the bedichator of segment performance. As such, we tegggment performance at the gross profit
and operating expenses as Corporate charges. (Bed 0lin the Notes to Consolidated Financial tatds.)

Our website address is www.ultralifecorp.com. Wekenavailable free of charge via a hyperlink on wabsite (see Investor Relatic
link) our annual report on Form 10-K, proxy statemse quarterly reports on Form 10-Q, current report Form 8, and any amendments
those reports and statements as soon as reasqmabticable after such material is electronicailgd with or furnished to the Securities
Exchange Commission (“SEC"\Ve will provide copies of these reports upon wnttequest to the attention of Philip A. Fain, CH@gsasure
and Secretary, Ultralife Corporation, 2000 Techggl®arkway, Newark, New York, 14513. Our filingshvthe SEC are also available thro
the SEC website at www.sec.gov or at the SEC Pi#ference Room at 100 F Street, N.E., Washind@ad, 20549 or by calling 1-800-SEC-
0330.

Battery & Energy Product

We manufacture and/or market a family of lithiumnganese dioxide (Li-MnQ), lithium manganese dioxide carbon monofluoride (L

CFx/Mn0O2) hybrid and lithium thionyl chloride (Li€BCI2) non-rechargeable batteries including 9-diRate® cylindrical, ThinCell®and othe
form factors. Applications for our @elt batteries include: smoke alarms, wireless sgcsystems and intensive care monitors, amongynodime
devices. Our HiRate® and ThinCell® lithium nogehargeable batteries are sold primarily to tHgani and to OEMs in industrial markets for
in a variety of applications including radios, egescy radio beacons, search and rescue transpppip&iine inspection gauges, portable me:
devices and other specialty instruments and apigiica Military applications for our non-rechargkabliRate® batteries include: maack an
survival radios, night vision devices, targetingides, chemical agent monitors and thermal imagiqgipmentOur lithium thionyl chlorid
batteries, sold under our ABLE and Ultralife braiadswell as a private label brand, are used inrigtyaof applications including utility mete
wireless security devices, electronic meters, aativa electronics and geothermal devices. We belignat the chemistry of lithium batter
provides significant advantages over other curyeatlailable nomechargeable battery technologies. These advantagesle: higher ener
density, lighter weight, longer operating time,den shelf life and a wider operating temperaturggea Our norrechargeable batteries also t
relatively flat voltage profiles, which provide bta power. Conventional naechargeable batteries, such as alkaline battéw@es, sloping voltag
profiles that result in decreasing power outpuirdudischarge. While the price of our lithium batte is generally higher than alkaline batte
the increased energy per unit of weight and volefaur lithium batteries allow for longer operatitignes and less frequent battery replacen
for our targeted applications.

We believe that our ability to design and produgbtiveight, highenergy lithium ion rechargeable batteries and ¢hgrgystems in
variety of custom sizes, shapes, and thicknesdessofubstantial benefits to our customéfige market lithium ion rechargeable batte
comprising cells manufactured by qualified cell mi@cturers. Our rechargeable products can be uses wide variety of applicatio
including communications, medical and other pogadectronic devices Our Mukiflowatt Module lithium ion battery system is adarforma
battery utilizable for energy storage, battery bapkand remote power applications. We believe i@ chemistry of our lithium ion batter
provides significant advantages over other curyeatiailable rechargeable batteries. These advasntiaglude: higher energy density, ligt
weight, longer operating time, longer time betwebarges and a wider operating temperature rangevedtional rechargeable batteries ¢
as nickel metal hydride and nickel cadmium are lezalkiave lower energy and require more frequeatgihg.

Within this segment, we also seek to fund, and Iésterically been successful in obtaining fundiog the development of new prodt
that we hope will advance our technologies throtmitracts with both government agencies and thartes.
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We continue to obtain development contracts foelliettual property that we believe will enhance efforts to commercialize ne
products that we develop. Revenues in this segthatpertain to technology contracts may vary widsch year, depending upon the qua
and size of contracts obtained.

Revenues for this segment for the year ended Demie®ih 2014 were $56,772 and segment contribugiars$ profit) was $15,516.
Communications Systems

Under our McDowell Research and AMTI brands, weigtesind manufacture a line of communications systamd accessories
support military communications systems, includRg amplifiers, power supplies, power cables, cotoreassemblies, amplified speak
equipment mounts, case equipment, rpartable systems and integrated communication syster fixed or vehicle applications such
vehicle adapters and SATCOM systems. All systerapackaged to meet specific customer needs in cduggelosures to allow for their use
extreme environments. We market these productdl taranches of the U.S. military and approved fgredefense organizations, as well
U.S. and international prime defense contractors.

Revenues for this segment for the year ended DemeBih 2014 were $9,722 and segment contributimségprofit) was $3,834.
Corporate

We allocate revenues and cost of sales betweeahtiree operating segments. The balance of incomeegpehse, including but r
limited to research and development expenses,allins general and administrative expenses, grerted as Corporate expenses.

There were no revenues for this category for tlae gaded December 31, 2014 and our corporate exparese $20,793.

See Managemerst’' Discussion and Analysis of Financial Conditiord d&esults of Operations and the 2014 ConsolidatednEia
Statements and Notes thereto contained in this &lnReport on Form 18- for additional information on the expenses rafdrto above. Fi
information relating to total assets by segmemntemees for the last two years by segment, andibatibn by segment for the last two years,
Note 10 in the Notes to Consolidated Financialedhaints

History

Ultralife was formed as a Delaware corporation iac@mber 1990. In March 1991, we acquired certathn@logy and assets fr(
Eastman Kodak Company ("Kodak") relating to itsdVithium manganese dioxide noaehargeable battery. In December 1992, we congl
our initial public offering and became listed on SIBAQ. In June 1994, we formed a subsidiary, UfeaBatteries (UK) Ltd. (“Ultralife UK,
which acquired certain assets of Dowty Group PLOofty”) and provided us with a presence in Europe. In 26&&ain of our Ultralife Ul
operations were discontinued. See Note 2 to ous@atated Financial Statements for more information

In May 2006, we acquired ABLE New Energy Co., L{ABLE"), an established manufacturer of lithium batteriesated i
Shenzhen, China, which broadened our product afferncluding a wide range of lithium-thionyl chide and lithiummanganese batteries :
coin cells, and provided additional exposure to sewsumer markets.

In July 2006, we finalized the acquisition of swasially all the assets of McDowell Research, I(ticDowell”), a manufacturer
military communications accessories located orifyna Waco, Texas, whose operations were relocatedur Newark, New York facilil
during the second half of 2007, which enhancedobiannels into the military communications area simdngthened our presence in gl
defense markets. In January 2012, we relocatee thygerations to our Virginia Beach, Virginia fatilin order to gain operational efficiencies.
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In September 2007, we acquired RedBlack Commupigstilinc. (“RedBlack”)Jocated in Hollywood, Maryland, an engineering
technical services firm specializing in the desigriegration, and fielding of mobile, modular arigefl-site communication and electro
systems. On September 28, 2012, we entered intelasdd a stock purchase agreement to sell 1008arofapital stock in RedBlack to Bt
Solutions, Inc. See Note 2 to our Consolidated fiéied Statements for more information.

In March 2008, we formed a joint venture, nameddlife Batteries India Private Limited (“India J\'\ith our distributor partner
India. The India JV assembles Ultralife power dolutproducts and manages local sales and marketitigities, serving commerci
government and defense customers throughout Ikdiahave invested cash into the India JV, as coreide for our 51% ownership stake
the India JV.

In March 2009, we acquired the tactical commundgati products business of Science Applications mat&wnal Corporation. Tl
tactical communications products business (“AMTHgsigns, develops and manufactures tactical conwations products includin
amplifiers, marportable systems, cables, power solutions andlancitommunications equipment, which are sold bydlife under the brar
name AMTI. The acquisition strengthened our commatidns systems business and provided us with tdieatry into the handhe
radio/amplifier market, complementing Ultralife’emamunications systems offerings.

Products, Services and Technology

Battery & Energy Product

A non-rechargeable battery is used until dischamyedithen replaced. The principal competing rexhargeable battery technolog
are carbon zinc, alkaline and lithium. We manufeerange of nonrechargeable battery products based on lithium @x@ese dioxide, lithiu
manganese carbon mono-fluoride hybrid, and lithibionyl chloride technologies.

We believe that the chemistry of lithium batteri@®vides significant advantages over currently laiséé nonrechargeable batte
technologies, which include: lighter weight, longgerating time, longer shelf life, and a wider rgieg temperature range. Our n@thargeab
batteries also have relatively flat voltage prafjlevhich provide stable power. Conventional nechargeable batteries, such as alkaline bat
have sloping voltage profiles that result in desireg power during discharge. While the prices for lithium batteries are generally higher t
commercially available alkaline batteries produbgdthers, we believe that the increased energympienf weight and volume of our battel
will allow longer operating time and less freqududttery replacements for our targeted applicatidsss.a result, we believe that our non
rechargeable batteries are price competitive whierdoattery technologies on a price per unit @fgy or volume basis.

Our non-rechargeable products include the followdraduct configurations:

9-Volt Lithium BatteryOur 9volt lithium battery delivers a unique combinatiointhe highest available energy density and statilege
which results in a longer operating life for thetegy and, accordingly, fewer battery replacemewithile our 9volt battery price is genera
higher than conventional @It carbon zinc and alkaline batteries, we belitheenhanced operating performance and decreastdassociat
with battery replacement make ouw@k battery more cost effective than conventidretteries on a cost per unit of energy or volunssbahel
used in a variety of applications.
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We market our olt lithium batteries to OEM, distributor and riétanarkets including industrial electronics, safetyd security ar
medical. Typical applications include: smoke algrmgeless alarm systems, bone growth stimulat@gmetry devices, blood analyz:
ambulatory infusion pumps and parking meters. Aificant portion of the sales of ourvlt battery is to major smoke alarm OEMs for u3
their long-life smoke alarms. We also manufacture ®volt lithium battery under private label for a \atyi of companies. Additionally, we <
our 9-volt battery to the broader consumer matketgh national and regional retail chains andrivgteretailers.

Although designs exist using other battery configjons, such as three 2/3 A or 1/2 AA-type batieglls, we believe that our \Blt
solution is superior to these alternatives. Ouranir9volt battery manufacturing capacity is adequateéet forecasted customer demand ove
next three years.

Cylindrical BatteriesFeaturing high energy, wide temperature range, &af life and operating life, our cylindrical lelnd batterie
based on both lithium manganese dioxide, lithiummgaaese dioxide carbon monoflouride hybris anduliththionyl chloride technologie
represent some of the most advanced lithium powarces currently available. We market a wide rapigeylindrical nonrechargeable lithiu
cells and batteries in various sizes under bothullralife HiRate and ABLE brands. These include:@ 5/4 C, 1/2AA, 2/3 A and other size
which are sold individually as well as packagea intulti-cell battery packs, including our leading45390 military battery, an alternative
the competing Li-SQ BA-5590 battery, and one of the most widely used batiges in the U.S. armed forces for portable igpgibns. Ou

BA-5390 battery provides 50% to 100% more energiggion time) than the BA-5590, and it is used ipragimately 60 military applications
With the recent introduction of our lithium carborono-fluoride hybrid chemistry, we now offer adell that has 100% more energy than
competing Li-SQ, D-cell. This chemistry has been expanded into atlzs over the past year, all with class leadiveygy density.

We market our line of lithium cells and batteriesthe OEM market for commercial, defense, mediasset tracking and search
rescue applications, among others. Significant censial applications include pipeline inspection ipguent, automatic reclosers ¢
oceanographic devices. Asset tracking applicatiootude RFID (Radio Frequency ldentification) syste Among the defense uses
manpack radios, night vision goggles, chemical tgaonitors and thermal imaging equipment. Medicpplizations include: AED¥
(Automated External Defibrillators), infusion pumgsd telemetry systems. Search and rescue apptisaticlude: ELTS (Emergency Locat
Transmitters) for aircraft and EPIRB’s (Emergenogifion Indicating Radio Beacons) for ships.

Thin Cell BatteriesWe manufacture a range of thin lithium manganesgidi batteries under the Thin C&llbrand. Thin Cell batteri
are flat, lightweight batteriegroviding a unique combination of high energy, Isteelf life, wide operating temperature range aedy\low
profile. With their thin prismatic form and a hightio of active materials to packaging, Thin Celltbries can efficiently fill most batte
cavities. We are currently marketing these batteries to @b applications such as displays, wearable maédievices, theft detection syste
and RFID devices.

In contrast to nomechargeable batteries, after a rechargeable pétdischarged, it can be recharged and reused tmaas. Generall
discharge and recharge cycles can be repeateddusadf times in rechargeable batteries, but theeaable number of cycles (cycle life) vai
among technologies and is an important competiticeor. All rechargeable batteries experience dlsim# measurable, loss in energy with €
cycle. The industry commonly reports cycle lifetive number of cycles a battery can achieve unfib & the battery's initial energy capa
remains. In the rechargeable battery market, tivcipal competing technologies are nickel cadmiumickel metal hydride and lithium i
(including lithium polymer) batteries. Rechargeablteries are used in many applications, such ilitamn radios, laptop computers, mot
telephones, portable medical devices, wearabledgdnd many other commercial, defense and conguroghicts.
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Three important performance characteristics otharmeable battery are design flexibility, energgsity and cycle life. Design flexibili
refers to the ability of rechargeable batteriebaadesigned to fit a variety of shapes and sizémtiéry compartments. Thin profile batteries "
prismatic geometry provide the design flexibility fit the battery compartments of today's electrafévices. Energy density refers to the
amount of electrical energy stored in a batterydéi by the battery’s weight and volume as measiredhtt-hours per kilogram and wéitur:
per liter, respectively. High energy density bateigenerally are longer lasting power sourcesigimy longer operating time and necessite
fewer battery recharges. High energy density amdj lachievable cycle life are important charactegsfor comparing rechargeable bat
technologies. Greater energy density will permi tise of batteries of a given weight or volumedadonger time period. Accordingly, gre:
energy density will enable the use of smaller &giatér batteries with energy comparable to thosesotly marketed. Lithium ion batteries, by
nature of their electrochemical properties, areablp of providing higher energy density than coraplr sized batteries that utilize ot
chemistries and, therefore, tend to consume leksmeo and weight for a given energy content. Lonbiexable cycle life, particularly
combination with high energy density, is suitalbde &pplications requiring frequent battery rechaygrich as cellular telephones and la
computers, and allows the user to charge and gehaany times before noticing a difference in pennce. We believe that our lithium
batteries generally have some of the highest eradegsgity and longest cycle life available.

Lithium lon Cells and Batterie$Ve market a variety of lithium ion cells and redeable batteries comprising cells manufacture
reputable cell manufacturers. These products aed irsa wide variety of applications including commitations, medical and other porte
electronic devices.

Battery Charging Systems and Accessorfi@sprovide our customers with complete power syssefations, we offer a wide range
rugged military and commercial battery chargingtesys and accessories including smart chargersij-bayltcharging systems and a variet
cables.

Multi-Kilowatt Module.Our Multi-Kilowatt Module lithium ion battery system is adarformat battery utilizable for energy stor:
battery backip, and remote power applications. This produet direct replacement of 2.5 kWh and greater ledd lzatteries in 24V or 48
applications. It can be connected in multiplestitaim higher-voltages and is capable of over 3@@les while maintaining 80% of its capacity.

Technology ContractsOur technology contract activities involve the depenent of new products or the advancement of ieg
products through contracts with both governmenteigs and third parties.

Communications Systems

Under our McDowell Research and AMTI brands, weigltesind manufacture a line of communications systamd accessories
support military communications systems, includRg amplifiers, power supplies, power cables, cotureassemblies, amplified speak
equipment mounts, case equipment, rpartable systems and integrated communication mster fixed or vehicle applications such
vehicle adapters and SATCOM systems. We packageysiéms to meet specific customer needs in ruggetbsures to allow their use
extreme environments.

We offer a wide range of military communicationssteyns and accessories designed to enhance andl ekéenoperation
communications equipment such as vehmlainted, manpack and handheld transceivers. Oumeamations products include the follow
product configurations:

RF Amplifiers.Our RF amplifiers include: 20, 50 and 75-watt afigss and 20watt accessories and kits. These amplifiers ard tc
extend the range of manpack and handheld tactiz@deivers and can be used on mobile or fixedpjpécations.

Integrated System®ur integrated systems includ@ATCOM systems; rugged, deployable case systemkibamd transceiver kit
briefcase power systems; dual transceiver casesytncommunications cases; and radio cases. Hyssems give communications opera
everything that is needed to provide reliable linkssupport C4ISR (Command, Control, Communicatid@emputers and Informatic
Surveillance and Reconnaissance).
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Power System®ur power systems includaniversal AC/DC power supplies with battery backaptactical manpack and handh
transceivers; Rover power supplies; interoperablegy adapters and chargers; portable power systmts;al combat and AC to DC pov
supplies, among many others. We can provide powmplies for virtually all tactical communications\dces.

Communications and Electronid®ur communications and electronics services incthdedesign, integration, and fielding of porta
mobile and fixed-site communications systems. Ciifiab include engineering, rapid prototyping, asydtems integration.

Sales and Marketing

We employ a staff of sales and marketing persoimblorth America, Europe and Asia. We sell our pictd and services directly
commercial customers, including OEMSs, as well agegument and defense agencies in the U.S. anddilbarah have contractual arrangem
with sales agents who market our products on a dssion basis in defined territories. While OEM agreents and contracts contain volume
based pricing based on expected volumes, indusagtipes dictate that pricing is rarely adjustetiogectively when contract volumes are
achieved. Every effort is made to adjust futuregwiaccordingly, but the ability to adjust pricegénerally based on market conditions.

We also distribute some of our products through ekiio and international distributors and retail€sr sales are generated prim
from customer purchase orders. We have severaltlEmg contracts with the U.S. government and othestamers. These contracts do
commit the customers to specific purchase volumes;o specific timing of purchase order releasesl they include fixed price agreems
over various periods of timeln general we do not believe our sales are sefsalthough we may sometimes experience seaspf@lisome ¢
our military products based on the timing of gowveemt fiscal budget expenditures.

A significant portion of our business comes fronesaf products and services to the U.S. and forgmvernments through varic
contracts. These contracts are subject to procumelangs and regulations that lay out policies aratedures for acquiring goods and services
regulations also contain guidelines for managingreats after they are awarded, including conditionder which contracts may be terminate
whole or in part, at the governmentonvenience or for default. Failure to complyhwtie procurement laws or regulations can resutivi,
criminal or administrative proceedings involvingds, penalties, suspension of payments, or sugpemstdebarment from government contrac
or subcontracting for a period of time.

During the years ended December 31, 2014 and 20431ad one major customer, a large defense prig@rtractor, which compris
18% and 25% of our revenues, respectively, in gaeln. There were no other customers that compgseater than 10% of our total rever
during these years.

In 2014, sales to U.S. and nbhS. customers were approximately $39,400 and $0B7 respectively. For more information relatin
revenues by country for the last two fiscal yeais nglived assets for the last two fiscal years by couaf origin, see Note 10 in the Note:
the Consolidated Financial Statements includetkim B of this Annual Report on Form 10-K.

Battery & Energy Product

We target sales of our neeehargeable products to manufacturers of secantlsafety equipment, medical devices, search esal
equipment, specialty instruments, point of saleiprgant and metering applications, as well as usémilitary equipment. Our strategy is
develop sales and marketing alliances with OEMs governmental agencies that utilize our battemethéir products, commit to coopera
research and development or marketing programs,recmmmend our products for designer replacement use in their products. We
addressing these markets through direct contaciubyales and technical personnel, use of sale¥sagad stocking distributors, manufactu
under private label and promotional activities.
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We seek to capture a significant market sharedopooducts within our targeted OEM markets, whighbelieve, if successful will res
in increased product awareness and sales at thesendr consumer level. We are also selling ovol®battery to the consumer market thro
retail distribution through a number of nationalaiers. Most military procurements are done diyeby the specific government organizati
requiring products, based on a competitive bidgiragess. For those military procurements that atéial, the procurements are typically suk
to an audit of the produst’'underlying cost structure and associated prdftiabAdditionally, we are typically required touscessfully me:
contractual specifications and to pass variousifigalon testing for the products under contragtthe military. An inability by us to pass th
tests for our new products in a timely fashion doodve a material adverse effect on future growtisgects. When a government contra
awarded, there is a government procedure that sifowunsuccessful companies to formally protestatvard if they believe they were unju
treated in the governmestbid evaluation process. A prolonged delay inréslution of a protest, or a reversal of an awasdlting from such
protest, could have a material adverse effect ofuoasiness, financial condition and results of afiens.

We market our products to defense organizatiorthénl.S. and other countries. These efforts haselterl in us winning significa
contracts. In September 2010, we were awarded @duption contract by the Defense Logistics Agenayup to five years, with a maximt
total potential of $42,100, to provide our BA-5380n+echargeable lithium manganese dioxide batterietheoU.S. military. Productic
deliveries began in the first quarter of 2011. Tyl December 31, 2014, we have received orderddtiveries under this contract total
approximately $9,600. This contract is set to expir2015.

We target sales of our lithium ion rechargeabldéebias and charging systems to OEM customers, dsawelistributors and resells
focused on our target markets. We seek design witlis OEMs, and believe that our design capabilit@®duct characteristics and solu
integration will drive OEMs to incorporate our leaiés into their product offerings, resulting ineaue growth opportunities for us.

We continue to expand our marketing activities @s pf our strategic plan to increase sales ofrecinargeable products for commer
standby, defense and communications applicatiang/efl as handheld devices, wearable devices and other electmiable equipment. A k
part of this expansion includes increasing ourgtesind assembly capabilities as well as buildingreiwork of distributors and value ad
distributors throughout the world.

At December 31, 2014 and 2013, our backlog relade®httery & Energy Products was approximately $0@,and $6,100, respective
The increase in our backlog related to Battery &igy Products is primarily due to higher demanddiar 9volt batteries from smoke detec
OEMs, orders for our primary batteries from the .UD8partment of Defense, chargers orders fromge ldefense prime contractor and adoptic
our new products in medical and other commercialkkata. The majority of the 2014 backlog is relatedorders that are expected to :
throughout 2015.

Communications Systems

We target sales of our communications systems,iwihidudepower solutions and accessories to support comratioits systems su
as RF amplifiers, power supplies, power cablesneotor assemblies, amplified speakers, equipmenintapcase equipment and integr.
communication systemsy military OEMs and U.S. and allied foreign mititzs. We sell our products directly and througtharized distributol
to OEMs and to defense organizations in the U.&.imernationallyWe market our products to defense organizationsCaells in the U.S. ar
internationally.

At December 31, 2014 and 2013, our backlog releté@ommunications Systems orders was approxim&@&d and $200, respective
The increase in our backlog related to Communinat®ystems orders is primarily due to new prodaletsssuch as the MRC ARU and integr
systems supporting OEMs. The majority of the 204eklng was related to orders that are expectehipatisroughout 2015.
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Patents, Trade Secrets and Trademarks

We rely on licenses of technology as well as otemqtad and unpatented proprietary information, kinow and trade secrets to main
and develop our competitive position. Despite dfores to protect our proprietary information, thezan be no assurance that others will ne
develop the same or similar information indepenglerdr obtain access to our proprietary informatimnaddition, there can be no assurance
we would prevail if we asserted our intellectuadbpeerty rights against third parties, or that tipatties will not successfully assert infringen
claims against us in the future. We believe, howetreat our success depends more on the knowlediity, experience and technologi
expertise of our employees, than on the legal ptiotethat our patents and other proprietary righésy or will afford.

We hold twenty-four patents in the U.S. and foragantries. Our patents protect technology thatesaitomated production more cos
effective and protects important competitive feesuof our products. However, we do not consider lmsginess to be dependent on pi
protection.

As part of our employment commencement processemynloyees are required to enter into agreementsdimg for confidentiality ¢
certain information and the assignment of rightanizentions made by them while employed by us. €hagreements also contain cel
noncompetition and nonsolicitation provisions effex during the employment term and for varyingipeds thereafter depending on position
location. There can be no assurance that we wiltbe to enforce these agreements. All of our eyaae agree to abide by the terms of a Co
Ethics policy that provides for the confidentialdfycertain information received during the cousséheir employment.

Trademarks are an important aspect of our busiv@sssell our products under a number of trademarvksch we own or use unc
license. The following are registered trademarkews: Ultralife® , Ultralife Thin Cell® , Ultralife HiRate® , The New Power Generatian,
LithiumPower , SmartCircuit]] , We Are Powefl , AMTI O, ABLE O , McDowell Research®, and Max Juice For More Gigs®.

Manufacturing and Raw Materials

We manufacture our products from raw materials @mponent parts that we purchase. Our manufactdaicifities in Newark, Ne»
York are 1SO 9001:2008, ISO 14001, and ISO 1348tfieel. Our manufacturing facilities in Shenzh&hina are 1ISO 9001:2008 and 1SO 14
certified. Our manufacturing facilities in VirginBeach, Virginia are 1ISO 9001:2008 certified.

We expect our future raw material purchases tdudhte based on our knowledge regarding the timirayistomer orders, the related n
to build inventory in anticipation of orders andwsat shipment dates.

Battery & Energy Product

Our Newark, New York and Shenzhen, China facilitiese the capacity to produce cylindrical cells;ofi- batteries, and thin cel
Capacity, however, is also related to individuakmgions, and product mix changes can produceehettks in an individual operati
constraining overall capacity. We have acquired neehinery and equipment in areas where produbtititenecks have resulted in the past
we believe that we have sufficient capacity in ¢haseas. We continually evaluate our requiremesttsadditional capital equipment, and
believe that the planned increases will be adeduateset foreseeable customer demand.

Certain materials used in our products are availably from a single source or a limited numbesairces. Additionally, we may elec
develop relationships with a single or limited n@nlof sources for materials that are otherwise igdigeavailable. Although we believe tl
alternative sources are available to supply masetiet could replace materials we use and thatedessary, we would be able to redesig
products to make use of an alternative product,ieyruption in our supply from any supplier tisatves currently as our sole source could 1
product shipments and adversely affect our findpaegormance and relationships with our customélithiough we have experienced interrupti
of product deliveries by sole source suppliersciiiiave not had a material adverse effect on usaweot assure that they would not in the fu
All other raw materials utilized by us are readilyailable from many sources.
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We use various utilities to provide heat, light grmiver to our facilities. As energy costs rise, a@atinue to seek ways to reduce tl
costs and will initiate energyaving projects at times to assist in this effibiris possible, however, that rising energy cosés/ have an advetr
effect on our financial results.

We believe that the raw materials and componeriigegt for our rechargeable batteries are readilgilable from many source
Although we believe that alternative sources as@lable to supply materials that could replace melgewe use, any interruption in our sug
from any supplier that serves currently as our solerce could delay product shipments and adveesébgt our financial performance ¢
relationships with our customers.

Our Newark, New York facility has the capacity tmguce significant volumes of rechargeable batier@s this operation generi
assembles battery packs and chargers and is lianitgcby physical space and is not constrained Agufacturing equipment capacity.

The total carrying value of our Battery & Energyo@ucts inventory, including raw materials, work process and finished goao
amounted to approximately $14,718 and $15,489 Beoémber 31, 2014 and 2013, respectively.

Communications Systesn

In general, we believe that the raw materials amdponents utilized by us for our communicationseasories and systems, including RF
amplifiers, power supplies, cables, repeaters ategjiation kits, are available from many sourcdthcigh we believe that alternative source:
available to supply materials that could replac¢enils we use, any interruption in our supply frany supplier that serves currently as our
source could delay product shipments and adveadiegt our financial performance and relationshit our customers.

Our Virginia Beach, Virginia facility has the cajigicto produce communications products and systefhés operation genera
assembles products and is limited only by physipate and is not constrained by manufacturing ewnp capacity.

The total carrying value of our Communications 8gs inventory, including raw materials, work in gges and finished goo
amounted to approximately $11,368 and $10,564 &&oémber 31, 2014 and 2013, respectively.

Research and Development

We concentrate significant resources on researdtdamelopment activities to improve upon our tedbgical capabilities and to des|
new products for customerapplications. We conduct our research and developméNewark, New York, Virginia Beach, Virginiagllahasse
Florida and Shenzhen, China. During 2014 and 2@&3xxpended $5,648 and $6,262, respectively, aarels and development, including $
and $403, respectively, on customer sponsored rifs@md development activities, which are includtedcost of goods sold. Research
development expense was $5,333 and $5,859 in 201 2@13, respectively. We expect that researchdamdlopment expenditures in the fu
will be fairly consistent with those in 2014, as amticipate that new product development initiaivéll drive our growth. As in the past, we \
continue to make funding decisions for our researghdevelopment efforts based upon strategic deffiearcustomer applications.

Battery & Energy Product
We continue to internally develop non-rechargeablis and batteries that broaden our product offieid our customers.

We continue to internally develop our rechargegiieduct portfolio, including batteries, battery ragament systems, cables
charging systems, as our customers’ needs forlpent@wer continue to grow.

The U.S. government sponsors research and devehbpregrams designed to improve the performancesafety of existing batte
systems and to develop new battery systems.
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Communications Systems

We continue to internally develop a variety of conmications accessories and systems for the glaifahde market to meet the ever
changing demands of our customers.

Safety; Regulatory Matters; Environmental Considerdions

Certain of the materials utilized in our battenieay pose safety problems if improperly used, stopedvandled. We have designed
batteries to minimize safety hazards both in mastufang and use.

The transportation of non-rechargeable and rechhtgdithium batteries is regulated in the U.S.tihy Department of Transportatian’
Pipeline and Hazardous Materials Safety Administmat“PHMSA"), and internationally by the International Civil Atian Organizatio
(“ICAQ") and corresponding International Air Tramsp Association (“IATA”) Dangerous Goods Regulations and the Internatioreitilie
Dangerous Goods Code (“IMDG”), and other countrycHiic regulations. These regulations are basethenited Nations Recommendation:
the Transport of Dangerous Goods Model Regulatamts the United Nations Manual of Tests and Critéfiee currently ship our produ
pursuant to PHMSA, ICAO, IATA, IMDG and other cognispecific hazardous goods regulations. The réigala require companies to m
certain testing, packaging, labeling, marking amgng paper specifications for safety reastis.have not incurred, and do not expect to i
any significant costs in order to comply with thesgulationsWe believe we comply with all current U.S. and iintgional regulations for tl
shipment of our products, and we intend and exfecomply with any new regulations that are impodd'@ have established our own tes
facilities to ensure that we comply with these tagjons. If we are unable to comply with any suefivregulations, however, or if regulations
introduced that limit our or our customers’ abilitytransport our products in a ceftective manner, this could have a material adveffect o
our business, financial condition and results @rafions.

The European Union’s Restriction of Hazardous Sarzsts ("RoHS”)Directive places restrictions on the use of certazardou
substances in electrical and electronic equipmgilhtapplicable products sold in the European Unioarket must pass RoHS complial
While this directive does not apply to batteried does not currently affect our defense produttsulsl any changes occur in the directive
would affect our products, wiatend and expect to comply with any new regulaitirat are imposed. However, we cannot assuréhbaiost ¢
complying with such new regulations would not havaaterial adverse effect on us. Our commercialgeha are substantially in compliance \
this directive.

The European Union’s Battery Directive "on batterend accumulators and waste batteries and accuoralllgthe “Directive”)is
intended to cover all types of batteries regardtggbeir shape, volume, weight, material compositdbr use. It is aimed at reducing merc
cadmium, lead and other metals in the environmgnmimimizing the use of these substances in batteand by treating and using olc
batteries. The Directive applies to all types atdrdes except those used to protect European MeBilages' security, for military purposes
sent into space. To achieve these objectives, tinective prohibits the marketing of some batter@mtaining hazardous substance
establishes schemes aimed at high level of catleaind recycling of batteries with quantified collen and recycling targets. The Direct
sets out minimum rules for producer responsibiibd provisions with regard to labeling of batteréesl their removability from equipme
Product markings are required for batteries andimctators to provide information on capacity anddoilitate reuse and safe disposale
currently ship our products pursuant to the requénets of the Directive.

This Directive requires that producers or importefgarticular classes of electrical goods arerfaially responsible for specifi
collection, recycling, treatment and disposal oftgand future covered products. This Directive gissilevels of responsibility to compar
doing business in European Union markets basedhain relative market share. This Directive callseath European Union member stai
enact enabling legislation to implement the DinegtiAs additional European Union member states paabling legislation our compliar
system should be sufficient to meet such requirdésnédur current estimated costs associated withcompliance with these directives ba
on our current market share are not significantweleer, we continue to evaluate the impact of ttdisectives as European Union merr
states implement guidance, and actual costs caffiédt iom our current estimates.
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China’'s “Management Methods for Controlling Poltuti Caused by Electronic Information Products Regna (“China RoHS))
provides a twestep, broad regulatory framework including simitezardous substance restrictions similar to thogmsed by the Europe
Union’s RoHS directive, and applies to methods for th&roband reduction of pollution and other publi&zhards to the environment cau
during the production, sale, and import of eledwanformation products (“EIP”Jn China affecting a broad range of electronic piaig an
parts. Currently, only the first step of the regoitg framework of China RoHS, which details markamd labeling requirements under Stan
SJT11364-2006 (“Marking Standardiy, in effect. However, the methods under China Raidly apply to EIP placed in the marketplac
China. Additionally, the Marking Standard does apply to components sold to OEMs for use in otH&sEOur sales in China are limitec
sales to OEMs and to distributors who supply to GEBhould our sales strategy change to includetds@es to endsers, we believe
compliance system is sufficient to meet our reqn@ets under China RoHS. Our current estimated essisciated with our compliance v
this regulation based on our current market shaganat significant. However, we continue to evatutite impact of this regulation, and ac
costs could differ from our current estimates.

National, state and local laws impose various @miatental controls on the manufacture, transportattorage, use and disposa
batteries and of certain chemicals used in the faatwre of batteries. Although we believe that operations are in substantial compliance
current environmental regulations, there can beassurance that changes in such laws and regulatithsiot impose costly complian
requirements on us or otherwise subject us to duliabilities. There can be no assurance that iaddit or modified regulations relating to
manufacture, transportation, storage, use and shsmd materials used to manufacture our battenegstricting disposal of batteries will not
imposed or that such regulations will not have @en adverse effect on our business, financiabdmn and results of operations. In 2014
2013, we spent approximately $45 and $38, respdgtion environmental controls, including costgptoperly dispose of potentially hazard
waste.

Since norrechargeable and rechargeable lithium battery citees react adversely with water and water vagertain of ou
manufacturing processes must be performed in aattent environment with low relative humidity. ONlewark, New York and Shenzhen, Ct
facilities contain dry rooms or glove box equipmexst well as specialized air-drying equipment.

In addition to the environmental regulations presly described, our products are subject to U.Sl iapernational laws al
regulations governing international trade and etgorcluding but not limited to the Internationaiaffic in Arms Regulations (“ITAR”)the
Export Administration Regulations (“EAR”) and traganctions against embargoed countries.

The ITAR is a set of United States government ratims that control the export and import of deéeredated articles and services
the United States Munitions List. These regulatiomglement the provisions of the Arms Export Coh#ot , and are described in the Cod
Federal Regulations. The Department of State Diraté of Defense Trade Controls interprets andreaol TAR. Its goal is to safeguard L
national security and further U.S. foreign polidyjexctives.

The related EAR are enforced and interpreted byBtiveau of Industry and Security in the Commercpddenent. The Department
Defense is also involved in the review and apprpvatess. Physical enforcement of import and eXpers at border crossings is performet
Customs and Border Protection, an agency of thaegnt of Homeland Security.

Products and services developed and manufactureadr iforeign locations are subject to the expod &nport controls of the nation
which the foreign location operates.

We believe we are in substantial compliance witséhdomestic and international export regulatibitsvever, failure of complian
could have a material adverse effect on our busitte@®ugh possible fines, denial of export privélegor loss of customers. Further, while
are not aware of any proposed changes to theséatiegs, any change in the scope or enforcemeepbrt or import regulations or rela
legislation could have a material adverse affecbonbusiness through increased costs of complianceduction in the international grov
prospects available to us.
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Our future estimated costs associated with our diamge with ITAR, EAR, and the foreign export amdpiort controls we are subj
to based on our current sales voluraes not significant. However, we continue to eveduhe impact of these regulations, and actuals
could differ from our current estimates.

Battery & Energy Product

Our nonrechargeable battery products incorporate lithiuetain which reacts with water and may cause firest handled properly.
the past, we have experienced fires that have terilyointerrupted certain manufacturing operatioe believe that we have adequate
suppression systems and insurance, including kassimterruption insurance, to protect against tbeuwence of fires and fire losses in
facilities.

Our 9volt battery, among other sizes, is designed tdoronto the dimensional and electrical standardshef American Nation
Standards Institute. Several of our products aregrized by authorized certification bodies suchiaderwriters Laboratories, Intertek and SGS.

Communications Systems
We are not currently aware of any regulatory rexpuents regarding the disposal of communicationdyuts.
Corporate

The Dodd-Frank Wall Street Reform and Consumerdetmn Act of 2010 Section 1502 (the “Dodd-FranktAaequires publi
companies to disclose whether tantalum, tin, gold ®mngsten, commonly known as “conflict mineraksg necessary to the functionality
production of a product manufactured by a publimpany and if those elements originated from arnreds in the Democratic Republic
Congo or adjoining countries. To comply with thedd+rank Act, as implemented by SEC rules, we areireduo perform due diligen
inquiries of our suppliers to determine whethemot our products contain such minerals and fromctvliountries and source (smelter)
minerals were obtained. Our first report was fitedthe statutory due date of June 2, 2014 for2B&3 calendar year and we continu
implement appropriate measures with our supplieder to better ascertain the origin of the dohfhinerals in our products.

Competition

Competition in both the battery and communicatisystems markets is, and is expected to remaimsatelrhe competition ranges fr
development stage companies to major domestic atainational companies, many of which have findndchnical, marketing, sal
manufacturing, distribution and other resourcesi@antly greater than ours. We compete againsapamies producing batteries as wel
companies producing communications systems. We etangn the basis of design flexibility, performanmeéce, reliability and customer supp
There can be no assurance that our technologiepraddcts will not be rendered obsolete by develammin competing technologies or serv
that are currently under development or that mageweloped in the future or that our competitod$ wat market competing products and sen
that obtain market acceptance more rapidly thas.our

Historically, although other entities may attermptake advantage of the growth of the battery niatke lithium battery cell industry t
certain technological and economic barriers toyeffine development of technology, equipment andufseturing techniques and the operatic
a facility for the automated production of lithiumattery cells require large capital expenditurdsictv may deter new entrants from commen
production. Through our experience in battery melhufacturing, we have also developed significapegise, which we believe would be diffic
to reproduce without substantial time and expems$led non-rechargeable battery market.

Employees

As of December 31, 2014, we employed a total of pednanent and temporary employees: 25 in researdhdevelopment, 488
production and 81 in sales and administration. Nafreur employees are represented by a labor union.
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ITEM 1A. RISK FACTORS

Our business faces many risks. As such, prospdatrestors and shareholders should carefully censidd evaluate all of the risk fact
described below as well as other factors discusstids Annual Report on Form I0-and in our other filings with the SEC. Any of sieefactor
could adversely affect our business, financial dtwrand results of operations. Additional riskelaincertainties that are not currently know
us or that are not currently believed by us to leniel may also harm our business operationsiaaddial results. These risk factors may chi
from time to time and may be amended, supplementezljperseded by updates to the risk factors it@utan periodic reports on Form Ianc
Form 10-K that we file with the SEC in the future.

A significant portion of our revenues is deriveahfra certain key custom

During the years ended December 31, 2014 and 20431ad one major customer, a large defense pric@rtractor, which compris
18% and 25% of our revenues, respectively in eaeln. yThere were no other customers that comprissatay than 10% of our total reven
during these years. While we consider our relaligngith this prime contractor to be good, the i&tthn, delay or cancellation of orders from
customer for any reason would reduce our revendeoparating income and could materially and adWeisiect our business, operating res
and financial condition in other ways.

Reductions in U.S. and foreign military spendingildocontinue to have a material adverse effect an lmsiness, financial condition a
results of operations.

A significant portion of our revenues is derivednir contracts with the U.S. and foreign militariesOJ&EMs that supply the U.S. and fore
militaries. In the years ended December 31, 20142813, approximately $31,200 or 47% and $52,308666, respectively, of our revenues v
comprised of sales made directly or indirectlyite U.S. and foreign militaries.

While significant gains have been made in commenaiarkets with our Battery & Energy Products busiewe are still high
dependent on sales to U.S. Government customess. pEhcentage of our net revenue that was deriveich sales to U.S. Governm
customers, including the Department of Defense thdredirectly or through prime contractors, wasragjmately $24,000 or 36% in 2014 ¢
$39,600 or 50% in 2013. Therefore, any significdifruption or deterioration of our relationship lwithe U.S. Government could <
significantly reduce our revenue. Our competitomntmuously engage in efforts to expand their besén relationships with t
U.S. Government and will continue these effortthim future, and the U.S. Government may chooseeather contractors.

Budget and appropriations decisions made by the GoSernment, including possible future sequestmaperiods or other simil
formulaic reductions in federal expenditures, artsiole of our control and have long-term consegegffiar our busines# continued decline
U.S. military expenditures could result in a reduttn the militarys demand for our products, which could have a nahtedverse effect on c
business, financial condition and results of openat

A decline in demand for products using our bateeoe communications systems could reduce demaralifgoroducts and/or our products co
become obsolete.

A substantial portion of our business depends erctimtinued demand for products using our battanescommunications systems ¢
by our customers, including original equipment nfaoturers. Our success depends significantly upersticcess of those customgngiducts il
the marketplace. We are subject to many risks kepon control that influence the success or faibfra particular product or service offered |
customer, including:

 competition faced by the customer in its particithdustry,

» market acceptance of the customer’s productricee

« the engineering, sales, marketing and managetapabilities of the customer,

« technical challenges unrelated to our technotigyroducts faced by the customer in developingritslucts or services, and
« the financial and other resources of the customer

Table of Content 17



The market for our products is characterized bynghmg technology and evolving industry standardgenoresulting in produ
obsolescence or short product lifecycles. Althowgh believe that our products are comprised of sththeart technology, there can be
assurance that competitors will not develop tedahgiebk or products that would render our technotogied products obsolete or less market
Many of the companies with which we compete hawessuntially greater resources than we do, and $@mwe the capacity and volume of busil
to be able to produce their products more effityetfiian we can. In addition, these companies aveldping or have developed products usi
variety of technologies that are expected to compéth our technologies. If these companies sufagssnarket their products in a manner |
renders our technologies obsolete, this would redua revenue and operating income and could hthwer onaterial adverse effects on
business, financial condition and results of openat

Our efforts to develop new commercial applicatiforsour products could be prolonged or could fail.

Although we are involved with developing certairogucts for new commercial applications, we canmssuee that acceptance of
products will occur due to the highly competitiveture of the business. There are many new prodcteethnology entrants into the marketpl
and we must continually reassess the market segrimewhich our products can be successful and teeekgage customers in those segment
will adopt our products for use in their produdisaddition, these companies must be successfhltivitir products in their markets for us to ¢
increased business. Increased competition, faitugain customer acceptance of products, the inttizh of competitive technologies or failure
our customers in their markets could have a fudideerse effect on our business and reduce ounwewand operating income.

Any impairment of goodwill and indefir-lived intangible assets, and other intangible ésseould negatively impact our results of openasio

Our goodwill and indefinitdived intangible assets are subject to an impaitnest on an annual basis and are also tested wé
events and circumstances indicate that goodwill/anithdefinitelived intangible assets may be impaired. Any exogssdwill and/o
indefinitedived intangible assets value resulting from the@aimment test must be written off in the perioddetermination. Intangible ass
(other than goodwill and indefinitéred intangible assets) are generally amortizeer dlie useful life of such assets. In additionpfriime tc
time, we may acquire or make an investment in @nlegs which will require us to record goodwill bagm the purchase price and the valt
the acquired tangible and intangible assets. We sn@gequently experience unforeseen issues with susiness which adversely affect
anticipated returns of the business or value ofittengible assets and trigger an evaluation ofrélteverability of the recorded goodwill ¢
intangible assets for such business. There is ailplity that our goodwill and other intangible ats particularly in our Communicatic
Systems business, could be impaired should thera bignificant change in our internal forecasts afiter assumptions we use in
impairment analysis. Future determinations of gigant write-offs of goodwill or intangible assets as a restilan impairment test or a
accelerated amortization of other intangible assetdd have a negative impact, although cashlesgiuo results of operations and finan
condition.

We have completed our annual impairment analysisgfmodwill and indefinitdived intangible assets, in accordance with
applicable accounting guidance, and have conclubdadwe do not have any impairment of goodwill mdefinitedived intangible assets
December 31, 2014. @r impairment analysis was primarily focused on gio®dwill and intangible assets pertaining to oem@hunication
Systems business due to the steep reduction inuesedor that business in 2014. The goodwill artcbpek value of intangible assets amoun
$18,275 for the segment at December 31, 2014. €xing took into account the growth in the larggarpunity pipeline for Communicatio
Systems products as well as the maturity of thedppities, and assumed the future award of centaijor projects based on our knowledge o
status of these projects and the probability ofreved the current time. Until an award is actualiypsummated and resulting purchase orde
issued, there are no guarantees that the undentydjgcts will contribute to revenues and operatimgpme to justify the level of goodwill a
intangible assets on our balance sheet. Accordimgdywill continue our practice of updating our lgs& as warranted on an ongoing basis.
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Our operations in China are subject to unique riaksl uncertainties.

Our operating facility in China presents risksluding, but not limited to, changes in local uégory requirements, changes in le
laws, local wage laws, environmental regulatioages and operating licenses, compliance with We8ulatory requirements, including
Foreign Corrupt Practices Act, uncertainties agpplication and interpretation of local laws andoetement of contract and intellect
property rights, currency restrictions, currencgleange controls, fluctuations of currency, and ency revaluations, eminent domain clai
civil unrest, power outages, water shortages, Ishortages, labor disputes, increase in labor cagigd changes in government, economic
political policies, political or civil unrest, actd terrorism, or the threat of boycotts, and ottieidl disturbances that are outside of our con
Any such disruptions could depress our earnings femck other material adverse effects on our busirfasancial condition and results
operations.

For example, during 2014 the landlord for our CHawlity informed us that the local village goverant in Shenzhen was exercising its 1
of eminent domain and that the lease for our tycilvould not be extended pai$ expiration in October 2014 due to zoning chat
Accordingly, we developed and executed a planrtd & replacement facility, entered into a fixemr lease, negotiated compensation fror
local government for our forfeited leasehold immments and move expenses, refurbished the replatdaudity to meet our operatior
needs and relocated all of our operations and grapkto the new facility. While this situation waandled on time, on plan and with
known disruption to our business, there can bessarances that other situations posing risks ttisiness will be successfully remediate
the same extent.

Our growth and expansion strategy could strain eerwhelm our resources.

Rapid growth of our business could significantkast management, operations and technical resoufoge are successful in obtain
rapid market growth of our products, we will likehe required to deliver large volumes of qualitpdarcts to customers on a timely basis
reasonable cost. For example, demand for our neexisting products combined with our ability to ptate new markets and geographie
secure a major project award, could strain theeotirtapacity of our manufacturing facilities anduiee additional resources, equipment and
to meet the required demand. We cannot assure Meowhat our business will grow rapidly or that efforts to expand manufacturing and qui
control activities will be successful or that wdl\ge able to satisfy commercial scale producteguirements on a timely and cost-effective basis

We also may be required to continue to improve apgrations, management and financial systems antiot® in order to rema
competitive. The failure to manage growth and esmaneffectively could have an adverse effect onbusiness, financial condition, and res
of operations.

Our quarterly and annual results and the price of oommon stock could fluctuate significantly.

Our future operating results may vary significaritym quarter-to-quarter and from yeantear depending on factors such as the ti
and shipment of significant orders, new productoithictions, major project wins, U.S. and foreigrvegfoment demand, delays in custo
releases of purchase orders, delays in receivingraterials from vendors, the mix of distributidmaanels through which we sell our products
services and general economic conditions. Frequeatsubstantial portion of our revenue in eachrtquas generated from orders booked
fulfilled during that quarter. As a result, reveriaeels are difficult to predict for each quartiémrevenue results are below expectations, opa
results will be adversely affected as we have @asile base of fixed overhead costs that do nautite much with the changes in revenue. D
such variances in operating results, we have sorestfailed to meet, and in the future may not mmerket expectations regarding our fu
operating results.

In addition to the uncertainties of quarterly andwal operating results, future announcements coimgeus or our competitors, includi
technological innovations or commercial produdtigdtion or public concerns as to the safety anowrcial value of one or more of our prod
may cause the market price of our common stochkutiufate substantially for reasons which may beslated to our operating results. Tt
fluctuations, as well as general economic, politicampetitive and market conditions, may have #&nwl adverse effect on the market pric
our common stock.
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Breaches in security and other disruptions, coufdidish our ability to generate revenues or contedrsts and negatively impact our busin
in other ways.

We face certain security threats, including threttsour information technology infrastructure, atf#s to gain access to «
proprietary or classified information, and threiatghysical security. Our information technologywerks and related systems are critical tc
operation of our business and essential to ouityhdl successfully perform day-way operations. The risks of a security breachignugtion
particularly through cyber attack or cyber intrusiancluding actions taken by computer hackersifpr governments and cyber terrorists,
increased as the number, intensity and sophigiitatf attempted attacks and intrusions from aratimedworld have increased. Although
have acquired and developed systems and processigaed to protect our proprietary or classifiefdimation, they may not be sufficient ¢
the failure to prevent these types of events calistdupt our operations, require significant managetrattention and resources, and ¢
negatively impact our reputation among our custenaard the public, which could have a negative imhpacour financial condition, ai
weaken results of operations and liquidity.

Negative publicity of lithiu-ion batteries may negatively impact the industdemarkets we operate in.

We are unable to predict the impact, severity oaiilon of negative publicity and how it may imp#ue industries or markets we se
Ongoing negative attention being given to lithiuzn batteries that are integrated into the powetesys of new commercial aircraft and ele
motor vehicles may have an impact on the lithiumbattery industry as a whole, regardless of tisigded usage of those batteries. The res
effects of such events could have an adverse effecur business, financial condition, and resefltsperations.

We may incur significant costs because of the weiea we supply with our products and services.

With respect to our battery products, we typicalffer warranties against any defects due to prochaifunction or workmanship fol
period up to one year from the date of purchas¢h Véspect to our communications systems produetsjow offer up to a thregear warranty
We provide for a reserve for these potential wayraxpenses, which is based on an analysis ofrluatavarranty issues. There is no assur
that future warranty claims will be consistent withst history, and in the event we experience rafiignt increase in warranty claims, there i
assurance that our reserves will be sufficients Tould have a material adverse effect on our basjrfinancial condition and results of operati

The loss of top management and key personnel s@mndicantly harm our business, and the abilityptat in place a succession plan and rec
experienced, competent management is criticaldatitcess of the business.

The loss of top management and key personnel cigiificantly harm our business, and the abilitypta in place a succession plan
recruit experienced, competent management isariticthe success of our business. The contimdibur officers and executive team are vit:
the successful implementation of our business maahel growth strategy designed to deliver sustainabbnsistent profitability. A tc
management priority has been the development apgkinentation of a formal succession plan to miéghe risks associated with the los
senior executives. There is no guarantee that Wéevsuccessful in our efforts to effectively iraplent our succession plan.

Because of the specialized, technical nature ofbmsiness, we are highly dependent on certain mesrdfeour management, sa
engineering and technical staffs. The loss ofalesployees could have a material adverse effestibhusiness, financial condition and resul
operations. Our ability to effectively pursue owrslmess strategy will depend upon, among otheoifscthe successful retention of our
personnel, recruitment of additional highly skilladd experienced managerial, sales, engineerindeghdical personnel, and the integratio
such personnel obtained through business acquitid/e cannot assure that we will be able torretarecruit this type of personnel. An inab
to hire sufficient numbers of people or to find pkeowith the desired skills could result in grealemands being placed on limited manage
resources which could delay or impede the execudfoour business plans and have other materialraeveffects on our business, finar
condition and results of operations.
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Any inability to protect our proprietary and inteitual property could allow our competitors andesthto produce competing products base
our proprietary and intellectual property.

We believe our success depends more on the knogylabdity, experience and technological expeniseur employees than on the le
protection of patents and other proprietary rigH@wever, we claim proprietary rights in variougpatented technologies, kndvew, trade secre
and trademarks relating to products and manufaciysrocesses. We cannot guarantee the degreetetiwo these various claims may or
afford, or that competitors will not independerdigvelop or patent technologies that are substlnéglivalent or superior to our technology.
protect our proprietary rights in our products apmkrations through contractual obligations, inalgdhondisclosure agreements with ce
employees, customers, consultants and strategivgosr There can be no assurance as to the ddgrestertion these contractual measures m
will afford. We have had patents issued and hatenpapplications pending in the U.S. and elsewhaie cannot assure (1) that patents wi
issued from any of these pending applicationshar the claims allowed under any patents will écsently broad to protect our technology,
that any patents issued to us will not be challdngevalidated or circumvented, or (3) as to thgrde or adequacy of protection any paten
patent applications may or will afford. If we amuhd to be infringing third party patents, we canassure that we will not be subjecte:
significant damages or will be able to obtain lees with respect to such patents on acceptables téfr@t all. The failure to obtain neces:
licenses could delay product shipments or the diicton of new products, and costly attempts tagthearound such patents could foreclose
development, manufacture or sale of products.

Our supply of raw materials and components couldibripted.

Certain materials and components used in our ptedare available only from a single or a limitedniner of suppliers. As such, sa
materials and components could become in shorthsuppulting in limited availability and/or increas costs. Additionally, we may elect
develop relationships with a single or limited nnbf suppliers for materials and components trabtherwise generally available. Due to
involvement with supplying defense products togheernment, we could receive a government preferémcontinue to obtain critical supplie:
meet military production needs. However, if the govnent did not provide us with a government pesfee in such circumstances, the diffic
in obtaining supplies could have a material adveffert on our business, financial condition arslls of operations. We believe that altern:
suppliers are available to supply materials andpmrants that could replace materials and compomnentently used and that, if necessary
would be able to redesign our products to makeofiseich alternatives. However, any interruptiothi@ supply from any supplier that serves
sole source could delay product shipments and hamaterial adverse effect on our business, finhooiadition and results of operations. We t
experienced interruptions of product deliveriessbie source suppliers in the past, and we canravhgtee that we will not experience a mat
interruption of deliveries from sole source supglien the future. Additionally, we could face inasing pricing pressure from our suppl
dependent upon volume due to rising costs by theppliers that could be passed on to us in highieepfor our raw materials, which co
increase our cost of business, lower our margirk lave other materially adverse effects on ournessi, financial condition and results
operations.

Compliance with government regulations regarding tise of conflict minerals' may result in increased costs and risks to the @yp

As part of the Dodd~rank Wall Street Reform and Consumer ProtectionoA@010 (the "Act"), the SEC has promulgated ldisare
requirements regarding the use of certain minevatg;h are mined from the Democratic Republic oh@o and adjoining countries, knowr
conflict minerals. The disclosure rules were effecin May 2014. We are required to perform duéyditce inquiries of our supply chain i
publicly disclose whether we manufacture (as defimethe Act) any products that contain conflicinerials andtould incur significant cos
related to implementing a process that will meet tandates of the AcAdditionally, customers typically rely on us to pide critical dat
regarding the parts they purchase, including canftiineral information. Our material sourcing i@&éd-based and multiered, and we may n
be able to easily verify the origins for conflictmarals used in the products we sell. We have nsappliers and each provides conflict min
information in a different manner, if at alkccordingly, because the supply chain is compleg,may face reputational challenges if we
unable to sufficiently verify the origins of cordftiminerals used in our productédditionally, customers may demand that the prositice)
purchase be free of conflict mineralis may limit the number of suppliers that canvidle products in sufficient quantities to meet oot
demand or at competitive prices.
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We are subject to foreign currency fluctuations.

We maintain manufacturing operations in North Am@rand Asia, and we export products to various trimsn We purchase materi
and sell our products in foreign currencies, ardafore currency fluctuations may impact our pgoiri products sold and materials purchasec
increasing percentage of our business is with meste outside of the U.S. For example, in 2014, 4lfitsales were to customers outside o
U.S. as compared to 36% in 2013. The recent stiengtg of the U.S. Dollar relative to our custorhexgrencies makes our products relati
more expensive to them, and may adversely affeacsales levels and profitability. In addition, dhina subsidiary maintains its books in I
currency and the translation of the subsidiaryrfoia statements into U.S. dollars for our consaéd financial statements could have an ad
effect on our consolidated financial results duettanges in local currency relative to the U.SladoRccordingly, currency fluctuations could h
a material adverse effect on our business, finhooradition and results of operations by increasingexpenses and reducing our income. Fir
we maintain certain domestic U.S. cash balancesmdeated in foreign currencies, and the U.S. datarivalent of these balances fluctuates
changes in the foreign exchange rates between ¢hesacies and the U.S. dollar.

Our customers may not meet the volume expectatiang supply agreements.

We sell most of our products and services througtply agreements and contracts. While supply ageatsnand contracts cont
volumebased pricing based on expected volumes, we cassate that such adjustments will be made undegrdundustry practices, pricing
rarely adjusted retroactively when contract voluraes not achieved. Every effort is made to adjusiré prices accordingly, but our ability
adjust prices is generally based on market comditemd we may not be able to adjust prices in vamircumstances.

We are subject to certain safety risks, includimg tisk of fire, inherent in the manufacture, usd ransportation of lithium batteries.

Due to the high energy inherent in lithium battgrieur lithium batteries can pose certain safetlgsriincluding the risk of fire. V'
incorporate procedures in research, developmeantjupt design, manufacturing processes and thepweaasion of lithium batteries that :
intended to minimize safety risks, but we cannsues that accidents will not occur or that our picid will not be subject to recall for sai
concerns. Although we currently carry insurancdcpes which cover loss of the plant and machinéggsehold improvements, inventory
business interruption, any accident, whether atmhaufacturing facilities or from the use of theducts, may result in significant product
delays or claims for damages resulting from ingiée death. While we maintain what we believe tosbfficient casualty liability coverage
protect against such occurrences, these typessédocould reduce our operating income and haes otaterial adverse effects on our busit
financial condition and results of operation.

We could be adversely affected by violations oftiBeForeign Corrupt Practices Act (“FCPA”), the U.IBribery Act or other antcorruptior
laws.

The FCPA, U.K. Bribery Act and other amirruption laws generally prohibit companies andirthintermediaries from maki
improper payments (to foreign officials and othes®yi and require companies to keep accurate boaksemords and maintain appropr
internal controls. Our training program and pokcimandate compliance with such laws. We operatsoine parts of the world that hi
experienced governmental corruption to some degue, in certain circumstances, strict compliandd anti-bribery laws may conflict wit
local customs and practices. If we are found tdidide for violations of antzorruption laws (either due to our own acts orioadvertence,
due to the acts or inadvertence of others, inclydimployees of our third party partners or agemtg),could suffer from civil and crimir
penalties or other sanctions, incur significangiinal investigation costs and suffer reputatioaih
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Our ability to use our net operating loss carryfamds in the future may be limited, which could @ase our tax liabilities and reduce our
income.

At December 31, 2014, we had approximately $67anilbf U.S. and U.K. net operating loss and credlityforwards (“NOLs"javailable
to offset future taxable income. We continuallyegssthe carrying value of this asset based oretheant accounting standards. As of Decel
31, 2014, we reflected a full valuation allowangaiast our deferred tax asset to the extent thet &sot able to be offset by future rever
temporary differences. As we continue to asseseetilizability of our deferred tax assets, the amiad the valuation allowance could be redu
In addition, certain of our NOL carryforwards angbfect to U.S. alternative minimum tax such thatydarwards can offset only 90%
alternative minimum taxable income. Achieving ousibess plan targets, particularly those relatingetenue and profitability, is integral to
assessment regarding the recoverability of oudefetrred tax asset.

Any inability to comply with changes to the regiglas for the shipment of our products could limit ability to transport our products
customers in a cost-effective manner and reduceperating income and margins.

The transportation of lithium batteries is reguliatey the International Civil Aviation OrganizatiofilCAO”) and correspondit
International Air Transport Association (“IATA”) Deerous Goods Regulations and the Internationaitiiar Dangerous Goods Code (“IMD¥”
and in the U.S. by the Department of Transportai®ipeline and Hazardous Materials Safety Admiatsin (“PHMSA”"). These regulations ¢
based on the United Nations Recommendations omrdmesport of Dangerous Goods Model RegulationstbadJnited Nations Manual of Te
and Criteria. We currently ship our products punsua ICAO, IATA and PHMSA hazardous goods regolas. These regulations reqt
companies to meet certain testing, packaging, itadpaind shipping specifications for safety reasdvie.have not incurred, and do not expe
incur, any significant costs in order to complywihese regulation$Ve believe we comply with all current U.S. and inggional regulations fi
the shipment of our products, and we intend an@&xo comply with any new regulations that aredsgal. We have established our own te
facilities to ensure that we comply with these fatjons. If we are unable to comply with the newulations, however, or if regulations
introduced that limit our ability to transport oproducts to customers in a cedtective manner, this could reduce our operatmgpine an
margins, and have other material adverse effectaiobusiness, financial condition and resultspefrations.

We are subject to the contract rules and procedofaebe U.S. and foreign governments. These ruldspaocedures create significant risks
uncertainties for us that are not usually presenténtracts with private parties.

We continue to develop battery products and comaations systems to meet the needs of the U.S .omeyh governments. We comg
in solicitations for awards of contracts. The rpteif an award, however, does not always resutiénmmediate release of an order and doe
guarantee in any way any given volume of ordersy delay of solicitations or anticipated purchasdeos by, or future failure of, the U.S.
foreign governments to purchase products manufedtoy us could have a material adverse effect omuasiness, financial condition and res
of operations. Additionally, in these scenarios are typically required to successfully meet corttrak specifications and to pass vari
qualificationtesting for the products under contract. Our irgbtb pass these tests in a timely fashion, as aglmeet delivery schedules
orders released under contract, could have a rmabaehierse effect on our business, financial candand results of operations.

Additionally, when a government contract is awardedre is a government procedure that permitsasessful companies to forme
protest such award if they believe they were uljustated in the evaluation process. As a redulh@se protests, the government is precl
from proceeding under these contracts until théests are resolved. A prolonged delay in the réisolof a protest, or a reversal of an av
resulting from such a protest could have matedaéese effects on our business, financial condaiat results of operations.
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The U.S. and foreign governments can audit ourreotg with their respective defense and governragencies and, under certain circumstan
can adjust the economic terms of those contracts.

A significant portion of our business comes fronesaf products and services to the U.S. and forggvernments through varic
contracts. These contracts are subject to procumelangs and regulations that lay out policies aratedures for acquiring goods and services
regulations also contain guidelines for managingreats after they are awarded, including conditionder which contracts may be terminate
whole or in part, at the governmentonvenience or for default. Failure to complyhwthie procurement laws or regulations can resutivi,
criminal or administrative proceedings involvingds, penalties, suspension of payments, or sugpenisdisbarment from government contrac
or subcontracting for a period of time.

We may incur significant costs because of knowruakdown environmental matters.

National, state and local laws impose various emirental controls on the manufacture, transportattorage, use and disposs
batteries and of certain chemicals used in the faature of batteries. We use and generate a varfatigemicals and other hazardouspogduct:
in our manufacturing operations. These environnidates govern, among other things, air emissiorsstewater discharges and the hanc
storage and release of wastes and hazardous stésst&uch laws and regulations can be complex@nsubject to change. Although we beli
that our operations are in substantial complianitie gurrent environmental regulations and thatepk@s noted below, there are no environm
conditions that will require material expenditufes cleanup at our present or former facilities or at fdigh to which we have sent waste
disposal, there can be no assurance that changeslinlaws and regulations will not impose costynpliance requirements on us or other
subject us to future liabilities. There can be asusance that additional or modified regulationatirey to the manufacture, transportation, sto
use and disposal of materials used to manufacturbaiteries or restricting disposal of batteriéswot be imposed, or as to how these regula
will affect us or our customers. Such changes gulegions could reduce our operating income andjmsiand have other material adverse ef
on our business, financial condition and result®pérations. We could incur substantial costs assalt of violations of environmental la\
including clean-up costs, fines and sanctions aird-party property damage or personal injury claimsluFato comply with environment
requirements could also result in enforcement astthat materially limit or otherwise affect theeggtions of the facilities involved. Under cer
environmental laws, a current or previous ownepperator of an environmentally contaminated sitgy i@ held liable for the entire cost
investigation, removal or remediation of hazardmagerials at such property. This liability couldul whether or not the owner or operator k
of, or was responsible for, the presence of angrulazis materials.

The European Union’s Restriction of Hazardous Sarysts ("RoHS”)directive places restrictions on the use of cert@mardou
substances in electrical and electronic equipm&lhtapplicable products sold in the European Uninarket after July 1, 2006 must com
with RoHS. While this directive does not apply tttbries and does not currently affect our defgmeducts, should any changes occur ir
directive that would affect our products, wtend and expect to comply with any new regulatitivat are imposed. Our commercial chargel
in compliance with this directive. Additional Ey®an Union directives, entitled the Waste Electrazad Electronic Equipment (“WEEIFE”
Directive and the Directive "on batteries and acalators and waste batteries and accumulators”, sSmpegulations affecting our nalefens
products. These directives require that produceimporters of particular classes of electrical d®are financially responsible for speci
collection, recycling, treatment and disposal oftpend future covered products. These directivegmadevels of responsibility to compar
doing business in European Union markets baseti@inrelative market share. These directives aaleach European Union member sta
enact enabling legislation to implement the dirextiAs additional European Union member states paabling legislation our compliar
system should be sufficient to meet such requirdésnédur current estimated costs associated withcompliance with these directives ba
on our current market share are not significantwel@r, we continue to evaluate the impact of ttdisectives as European Union menr
states implement guidance, and actual costs caffiéat iom our current estimates.
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The European Unior’Battery directive "on batteries and accumulatord waste batteries and accumulators” is intenolexbver al
types of batteries regardless of their shape, veJumeight, material composition or use. It is ana¢ reducing mercury, cadmium, lead and «
metals in the environment by minimizing the us¢hese substances in batteries and by treatingeamsing old batteries. This directive applie
all types of batteries except those used to prdecbpean Member States' security, for militaryposes, or sent into space. To achieve
objectives, the directive prohibits the marketifigsome batteries containing hazardous substaritestablishes schemes aimed at high lev
collection and recycling of batteries with quastifi collection and recycling targets. The directggts out minimum rules for produ
responsibility and provisions with regard to labglbf batteries and their removability from equipmeProduct markings are required for battt
and accumulators to provide information on capaaitg to facilitate reuse and safe disposal. Weently ship our products pursuant to
requirements of the directive. Our current estimh&itests associated with our compliance with thésetives based on our current market shar
not significant. However, we continue to evaluie impact of these directives as European Unionlmeemstates implement guidance, and a
costs could differ from our current estimates.

China’s “Management Methods for Controlling Poltuti Caused by Electronic Information Products Re@na (“China RoHS))
provides a two-step, broad regulatory framework|uding similar hazardous substance restrictionarasimposed by the European Union’
RoHS Directive, and applies to methods for the mbraind reduction of pollution and other public &eads to the environment caused during
production, sale, and import of electronic inforioatproducts (“EIP”)in China affecting a broad range of electronic maid and part
Currently, only the first step of the regulatorarfrework of China RoHS, which details marking anoklag requirements under Stanc
SJT11364-2006 (“Marking Standardiy, in effect. However, the methods under China Raidly apply to EIP placed in the marketplac
China. Additionally, the Marking Standard does apply to components sold to OEMs for use in otH&sEOur sales in China are limitec
sales to OEMs and to distributors who supply to GEBhould our sales strategy change to includetdsaes to endsers, we believe ¢
compliance system is sufficient to meet our requéets under China RoHS. Our current estimated @sstsciated with our compliance v
this regulation based on our current market shegenat significant. However, we continue to evadutiiie impact of this regulation, and ac
costs could differ from our current estimates.

A number of domestic and international communities prohibiting the landfill disposal of batterigsd requiring companies to mi
provisions for product recycling. Of particularte@re the European Unia@nBatteries directive and the New York State Regpdale Batter
Recycling law. We are committed to responsible pobdstewardship and ongoing compliance with these future regulations. T
compliance costs associated with current recyalgmilations are not expected to be significanhasttime. However, we continue to evalt
the impact of these regulations, and actual camtdadiffer from our current estimates and addiiblaws could be enacted by these and
states which entail greater costs of compliance.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

As of December 31, 2014, we own two buildings inMsek, New York comprising approximately 250,000 agufeet, which ser
operations primarily in the Battery & Energy Protdugperating segment. Our corporate headquaretseated in our Newark, New York facili
We also lease approximately 97,000 square feawdnkuildings on one campus in Shenzhen, China, lwbé&ve operations in the Batten
Energy Products operating segment. The Shenzhéma Campus location includes a dormitory facilBee Note 2 to our Consolidated Finar
Statements in Item 8 of this Annual Report on FAiOaK for further discussion on the status of ouir@hfacility. We lease approximate
32,500 square feet in a facility based in VirgiBeach, Virginia, which serve operations in the Camivations Systems operating segment
also lease sales and administrative offices, akagemanufacturing and production facilities, imliay which serve operations in the Batter
Energy Products operating segment. Our researcliderelopment efforts for our Battery & Energy Praduare conducted at our Newark, I
York and Shenzhen, China facilities, while our egsk and development efforts for our CommunicatiBgstems products are conducte
Tallahassee, Florida and at our facility in VirgirBeach, Virginia. On occasion, we rent additiomatehouse space to store inventory and nc
operational equipment. We believe that our faesitare adequate and suitable for our current nétmsever, we may require additio
manufacturing and administrative space if demandtio products and services grows.
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ITEM 3. LEGAL PROCEEDINGS

We are subject to legal proceedings and claimsatise in the normal course of business. We \alikat the final disposition of sL
matters will not have a material adverse effeavwnfinancial position, results of operations ostcéows.

Arista Power Litigation

In September 2011, we initiated an action agaimit& Power, Inc. (“Arista”and our former senior sales and engineering emg|
David Modeen (“Modeen”)n the State of New York Supreme Court, County adye, in which we allege that Arista recruitedhalt one ¢
the members of its executive team from us, subsdlyuehanged and redirected its business to comgetetly with us by using o
confidential information, and during the summeR61.1, recruited Modeen to become an Arista employ®e allege that, as a result of acti
by Arista and Modeen: (i) Modeen breached the terhitdés Employee Confidentiality, Non-DisclosurepiNCompete, Nomisparagement ai
Assignment Agreement with us; (i) Modeen breacbedain agreements, duties and obligations he awgedhcluding to protect and refr:
from disclosing our trade secrets and confiderstiad proprietary information; (iii) Arista’employment of Modeen will inevitably lead to
disclosure and use of our trade secrets by Aiiistaiplation of Modeers duties and obligations to us; (iv) Arista unlallyfinduced Modeen 1
breach his agreements with and duties and obligstio us; and (v) Arista’recruitment and employment of Modeen breachegbaamtrac
between Arista and us. We seek damages as detstmirtrial and preliminary and permanent injuretiglief. The defendants answerec
allegations set forth in the Complaint, withouteatisg any counterclaims.

We initiated the September 2011 Complaint againssté Power to protect our customers, employeessiagdeholders from t
unauthorized use and theft of our investments tiellactual property, trade secrets and confidemtfdrmation by Arista and its employet
Protecting our collective intellectual property aatbw-how, developed at great cost to us to form our cditipe position in the marketpla
and create value for our shareholders, is a fundtaheesponsibility of all our employees.

In November 2011, Arista initiated a counterclaigaiast us, our officers, several of our directansg one of our employees in
State of New York Supreme Court, County of Monrakleging that we and the named defendants violt#tedterms of a Confidentiali
Agreement with Arista and unfairly competed agaifAgsta by unlawfully appropriating Arista’trade secrets and that as a result of
activity, Arista has incurred damages in excess6®f million. Arista sought damages, an accountmgl preliminary and permanent injunc
relief.

After various motions and discovery between thdiggramendments to Arista’'s Complaint, and fpia-conferences among 1
parties and the presiding judge over the time shigta originally initiated its action, Arista witirew all its remaining claims against us
our employee on October 31, 2014, and through nhexecution by the parties of a Stipulation of Distnuance With Prejudice, its ci
against Ultralife in Monroe County was discontinued

Ultralife’'s suit against Arista remains in Wayne County, witkscovery is ongoing, and we plan to continueigorously pursue ol
complaint against Arista. It is not possible tedict the outcome of this action, whether we wélldranted the injunctive relief we seek, nol
monetary amount, if any, which we may be awardedikshwe prevail.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART Il
ITEM 5. MARKET FOR REGISTRANT' S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES
Market Information
Ultralife’s common stock is listed on the NASDAQaBAI Market under the symbol “ULBI.”
The following table sets forth the quarterly higiddow closing sales prices of our common stockngu2013 and 2014:

Closing Sales Price

High Low

2013:
Quarter ended March 31, 2( $ 4.47 $ 2.9
Quarter ended June 30, 2 4.24 3.4z
Quarter ended September 29, 2 4.1C 3.4%
Quarter ended December 31, 2 4.47 3.3(C

2014:
Quarter ended March 30, 2( $ 4.5€ $ 3.3¢
Quarter ended June 29, 2 4.2t 3.6(
Quarter ended September 28, 2 3.8t 3.0¢
Quarter ended December 31, 2 3.5 2.8i

Holders

As of March 6, 2015, there were approximately 38flstered holders of record of our common stock.
Purchases of Equity Securities by the Issuer

On April 28, 2014, the Company’s Board of Directaqgproved a share repurchase program (the “Shaparétease Program’\hich
became effective on May 1, 2014, under which then@any may repurchase up to 1.8 million sharessobittstanding common stock ove
period not to exceed twelve months. Share repsashaf any, will be made in accordance with SEGeRIOb18 using a variety of methor
which may include open market purchases, privatedgotiated transactions and block trades, or amgbamation of such methods,
accordance with applicable insider trading and roieeurities laws and regulations. The timing, negnprice and amount of any repurct
will be determined at the Compasydiscretion and the Share Repurchase Program enaydpended, terminated or modified by the Comr
at any time and for any reason. The Share RepsedReogram does not obligate the Company to repaecany specific number of shares.

For the year ended December 31, 2014, we repurdresetal of 227,974 shares of our common stockafoaggregate consideratior
$762, of which we repurchased 216,754 shares uhde8hare Repurchase Program for an aggregate auofdhir2?2.
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The following table sets forth information reganglipurchases of our 2014 common stock under thoigram:

Total Number
of Maximum
Shares Number of
Purchased Shares That
as Part of May Yet Be

Total Number Average Price Publicly Purchased

of Shares Paid Per Announced Under the

Purchased Share Program Program
Third quarter total 160,55 $ 3.4z 160,55 1,639,44.
September 2— October 2¢ — — — 1,639,44
October 2+ November 2: 30,24% 3.07 30,24% 1,609,19
November 24 — December 31 25,95( 3.0¢ 25,95( 1,583,24
Fourth quarter total 56,19’ 3.0¢ 56,19: 1,583,24
Total 216,75: $ 3.3¢ 216,75¢ 1,583,241

Dividends

We have never declared or paid any cash dividendsuo capital stock. We intend to retain earnirifgany, to finance future operatic
and expansion and, therefore, do not anticipaténgany cash dividends in the foreseeable future; fature payment of dividends will depe
upon our financial condition, capital requiremeatsl earnings, as well as upon other factors thaBoard of Directors may deem relev:
Pursuant to our current credit facility, we arecpwded from paying any dividends.

ITEM 6. SELECTED FINANCIAL DATA

As a smaller reporting company, we are not requguovide this information.

ITEM 7. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should bel iaaconjunction with the accompanying Consolideff@thncial Statements and Nc
thereto appearing elsewhere in this Form 10-K.

The financial information in this ManagemenDiscussion and Analysis of Financial Conditiod &esults of Operations is presente
thousands of dollars, except for share and peresaarountsAll figures presented below represent results frmntinuing operations, unle
otherwise specified.

General

We offer products and services ranging from powért®ns to communications and electronics systentstomers across the glob
the government, defense and commercial sectdfdh an emphasis on strong engineering and atoodative approach to problem solving,
design, manufacture, install and maintain power aminmunications systems including rechargeable aod+echargeable batteri
communications and electronics systems and acéessord custom engineered systems. We sell oungi®doridwide through a variety of tre
channels, including original equipment manufac&I@OEMSs"), industrial and defense supply distributors andatlyeto U.S. and internatior
defense departments.
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We report our results in two operating segmentdteBa & Energy Products and Communications Systerhe Battery & Enerc
Products segment includes lithium 9-volt, cylindlicand various other namchargeable batteries, in addition to rechargedbleries
uninterruptable power supplies, charging systenadsameessories, such as cables. The Communicatj@isn® segment includes RF amplifi
power supplies, cable and connector assembliedifimthgpeakers, equipment mounts, case equipnrgagrated communication system kits
communications and electronics systems design. 8lievie that reporting performance at the grossitpi@fel is the best indicator of segm
performance. As such, we report segment performainites gross profit level and operating expenséSaaporate charges.

We continually evaluate ways to grow, including ogpnities to expand through mergers, acquisitiangd joint ventures, which c
broaden the scope of our products and servicesineixpperating and market opportunities and prothdeability to enter new lines of busin
synergistic with our portfolio of offerings.

In 2012, we elected not to renew the lease forlbi. manufacturing facility which expired in Mar@®913, and to relocate our st
and services operations to a smaller facility. &eorded a gain in discontinued operations in 20@8umting to $241, relating to the differe
between estimated costs and the actual amountsrpagdation to our relocatiorburing 2014, we elected to terminate our leaseoforU.K.
service office and repair facility which was to kaaxpired in May 2018. The termination of this ke&seffective as of January 31, 2015.

Also in 2012, we sold 100% of our ownership inteirsRedBlack. During 2014 and 2013, we recogni®ét in expense and $12¢
income, respectively, in discontinued operatiomsirag from customary post-closing working capitdjustments relating to that sale.

Currently, we do not experience significant seakeakes trends in any of our operating segmentispagh sales to the U.S. Defe
Department and other international defense orgtioimcan be sporadic based on the needs of tlaweytar customers.

Overview

Consolidated revenues decreased by $12,341 or 1. 766,494 for the year ended December 31, 20t#paced to $78,835 for t
year ended December 31, 2013. This decrease wasndyi caused by declining revenues in our Commatioas Systems segment in 2
when compared to 2013, primarily due to lower goweent and defense purchases of tactical radiostimelyaimpacting sales of o
amplifiers. Gross margin increased to 29.1% forybar ended December 31, 2014, as compared to 2®i78he year ended December
2013, due primarily to increased sales of highergmacommercial products, the launch of higher mramgew products and productiv
improvements resulting from our “lean” initiatives.

Operating expenses decreased by $2,452 or 10.820t@93 during the year ended December 31, 20Idpared to $23,245 duri
the year ended December 31, 2013, reflecting titegizing of our businesses in line with our revenurhe decreased expense level prirr
resulted from more focused spending in our reseanchdevelopment activities and our continued &ftw reduce discretionary general
administrative expenses. Operating expenses acarpage of revenues increased from 29.5% in 2013.13% in 2014 due to the impac
lower revenues in the current year.

Net loss from continuing operations was $2,07&%®012 per share, for the year ended December 34, 20mpared to a net loss fr
continuing operations of $1,088, or $0.06 per shimethe year ended December 31, 2013. Net lass fliscontinued operations, net of
was $61, or $0.0 per share, for the year ended iBleee 31, 2014, compared to net income of $128,0001$per share, for the year en
December 31, 2013.

Adjusted EBITDA, defined as net income (loss) htitable to Ultralife before net interest expenseyision (benefit) for incon
taxes, depreciation and amortization, plus/minyseases/income that we do not consider reflectiveunfcontinuing operations, amounte:
$2,644 for the year ended December 31, 2014 compear$3,874 for the prior period. See the sectiddjiisted EBITDA” beginning on pag
29 for a reconciliation of Adjusted EBITDA to neisk attributable to Ultralife.
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Having brought 2014 to a close on a strong note paleeve that the elements of our lolegm strategic and operational plans
coalescing, and we are heading in the right divecib generate organic top-line growth and profiitgtin 2015.

As a result of careful working capital managemerd aash generated from operations, our liquiditpams solid with total cash
$17,866, a $1,377 improvement over the cash posiifo$16,489 as of December 31, 2013. We had n¢ aelof December 31, 2014

December 31, 2013.

Results of Operations

Year Ended December 31, 2014 Compared With the Yeated December 31, 2013:

Year Ended December 31 Increase/
2014 2013 (Decrease’
Revenues
Battery & Energy Produc $ 56,77: $ 57,071 $ (305)
Communications Systems 9,72z 21,75¢ 12,03¢)
Total 66,49 78,83¢ (12,34)
Cost of products solc
Battery & Energy Produc 41,25¢ 42,73¢ (1,489
Communications Systems 5,88¢ 13,47* (7,587)
Total 47,14« 56,21« (9,070
Gross profit:
Battery & Energy Produc 15,51¢ 14,33¢ 1,17¢
Communications Systems 3,83¢ 8,28° (4,449
Total 19,35( 22,62 (3,27)
Operating expenses 20,79: 23,24¢ (2,459
Operating los! (1,449 (624) (819
Other expense, net (359 (225) (139
Loss from continuing operations before ta (1,809 (849) (9593
Income tax provision 26€ 23¢ 28
Net loss from continuing operatio (2,070 (1,089 (982)
(Loss) income from discontinued operations, neatgf 61) 12¢ (189
Net loss (2,13)) (960) (1,177
Net loss attributable to noncontrolling interest 15 34 (19
Net loss attributable to Ultralife $ 2,116 $ 926) $ (1,19()
Net loss attributable to Ultralife common she- basic:
Continuing operations $ (12 $ (.06) $ (.06)
Discontinued operations $ g.OC) .01 g.O:l)
Weighted average shares outstanding — basic 17,475,00 17,465,00 10,00(

Revenues Total revenues for the year ended December 31, 28idunted to $66,494, a decrease of $12,341, @4 Srom the
$78,835 reported for the year ended December 313.20

Battery & Energy Products revenues decreased $30%5%, to $56,772 for the year ended December2814 from the $57,0°
reported for the year ended December 31, 2013. Gouiah sales increased $8,602 or 32.3% to $35,8820314 versus $26,630 for 2013
primarily to increased sales of batteries for maldaevices and medical carts, and sales of ouri+kildtvatt module power systems. T
increase was offset by lower sales to governmedtdmfiense customers which declined $8,907 or 2983%21,540 in 2014 from $30,447
2013 due to the continued slowdown in U.S. govemtnaed defense order rate for rechargeable andewrargeable batteries and cha
systems.
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Communications Systems revenues decreased $12)036,3%, from $21,758 for the year ended DecerBeP013 to $9,722 for t
year ended December 31, 2014. The -overyear decline primarily reflects continued slownesghe daily order flow of amplifiers for U.
Department of Defense tactical radios and the Z0iB3ment of amplifiers in the amount of $3,200 tlame international prime contractol
complete a large order under a soldier moderniagitiogram of an international allied military.

Cost of Products SoldCost of products sold decreased $9,070 or 16.16f 56,214 for the year ended December 31, 20
$47,144 for the year ended December 31, 2014. Qidased cost of products sold as a percentage taf tevenue decreased slightly fr
71.3% for the year ended December 31, 2013 to 7808%he year ended December 31, 2014. Correspghgdioonsolidated gross margin v
29.1% for the year ended December 31, 2014, cordpeith a gross margin of 28.7% for the year endeddnber 31, 2013. The improven
in gross margin reflects the increases sales dfenighargin commercial products, higher mix of newdpicts and higher production volur
leading to Lean productivity gains and overheagiage.

In our Battery & Energy Products segment, the obgtroducts sold decreased $1,483, from $42,73¢hfyear ended December
2013 to $41,256 for the year ended December 34.2Bdttery & Energy Products gross margin for 20b4 $15,516 or 27.3%, an increas
$1,483 from 2013'’s gross margin of $14,338, or 25.Battery & Energy Products’ gross margin increlasg 220 basis points for the twelve-
month period ended December 31, 2014, primarilya assult of a more favorable product mix and fabtraabsorption of overhead cc
resulting from that mix.

In our Communications Systems segment, the coptarfucts sold decreased $7,587 from $13,475 foyélae ended December
2013 to $5,888 for the year ended December 31,.20@hmunications Systems gross margin for 2014 $8a834, or 39.4%, a decreast
$4,449 from 2013's gross margin of $8,283, or 38.1e 130 basis point increase in gross margin-gearyear is due to more favora
product mix toward higher margin new products.

Operating Expense®perating expenses decreased by $2,452, or 10r8%h, $23,245 for the year ended December 31, 20
$20,793 for the current year, reflecting more fezlispending in our research and development aesiyactions to reduce discretionary ger
and administrative expenses, and reduced sales issioms. Overall, operating expenses as a percemthgevenues increased to 31.39
2014 from 29.5% reported for the prior year, dudght® impact of lower revenues in 2014. Amortizatexpense associated with intang
assets related to our acquisitions was $305 fod 28129 in selling, general and administrative evges and $176 in research and develop
costs), compared with $402 for 2013 ($179 in sglligeneral, and administrative expenses and $228search and development co:
Research and development costs were $5,333 in 20@lécrease of $526 or 9.0%, from the $5,859 redart 2013. Selling, general, ¢
administrative expenses decreased $1,926, or 11td%15,460 for the year ended December 31, 204#h 17,386 for the year enc
December 31, 2013, reflecting geing actions to reduce discretionary general adohigistrative expenses and a reduction in :
commissions from the prior year period.

Other Income (ExpenseQther income (expense) totaled ($359) for the wrated December 31, 2014, compared to ($225) f
year ended December 31, 2013. Interest expensef mgerest income, increased $6 from $199 dugit@3 to $205 during 2014, as a resu
lower interest income offset partially by a redantin the unused line fee associated with our negdi€Facility with PNC, as herein defin
Miscellaneous expense amounted to $154 for 20lebapared to $26 in 2013 primarily due to transationpacted by changes in fore
currencies relative to the strengthening of the. ddHar.

Income TaxesNe recorded a tax provision of $268 for the yeateehDecember 31, 2014 compared with a tax provisfd239 fo
the same period of 2013. The expense is primanily @ (a) the income reported for our China openatiduring the periods, and (b)
recognition of deferred tax liabilities generatedni the amortization of goodwill and certain intdolg assets for tax purposes that canni
predicted to reverse for book purposes during oss Icarryforward periods. The year-oyear increase is attributable primarily to hic
income in our Chinese subsidiary. The effectivesotidated tax rate for the years ended Decembe2@®4 and 2013 was:

Table of Content 31



Years Ended December 31

2014 2013
Loss before Income Taxes | $ (1,802) $ (849)
Income tax provision (k 26¢ 23¢
Effective rate (b) / (a 14.% 28.2%

In 2014 and 2013, in the U.S. and the U.K., we ioomit to report a valuation allowance for our deddrtax assets that cannot be o
by reversing temporary differences. This resultenfthe conclusion that, based on past histong iore likely than not that we would
utilize our U.S. and U.K. NOLs that had accumuladeér time. The recognition of a valuation allowaran our deferred tax assets rest
from our evaluation of all available evidence, bptsitive and negative. The assessment of thezedwlity of the NOLs was based on a nun
of factors including, our history of net operatinogses, the volatility of our earnings, our histatioperating volatility, our historical inabilitp
accurately forecast earnings for future periods thedcontinued uncertainty of the general busiéissgate. We concluded that these histol
factors represent sufficient negative evidence faanke concluded that we should continue to havdla/diluation allowance against our
deferred tax assets. (See Notes 1 and 8 in thesKm@onsolidated Financial Statements for additiamformation.)

In addition, certain of our NOL carryforwards arbgct to U.S. alternative minimum tax such thatydfarwards can offset only 9C
of alternative minimum taxable income. This limitat did not have an impact on income taxes detexthior 2014 and 2013. The use of
U.K. NOL carryforwards may be limited due to theanfe in the U.K. operation during 2008 from a mantifring and assembly cente
primarily a distribution and service center.

Discontinued OperationsLoss from discontinued operations, net of tataleml $61 for the year ended December 31, 2014pacex
to a income of $128 in the same period of 2013. 204 loss result from our final adjustments relgtio the sale of RedBlack. The 2
income is primarily due to lower than anticipatedtoration costs related to our decision to noéwethe U.K. facility lease in 2012, offset
working capital adjustments related to the salethef RedBlack operations. Discontinued operations2f@l3 included the discontint
operations of our U.K. and RedBlack entities. Farennformation, see Note 2 to the Consolidatecfaial Statements.

Net Loss Attributable to Ultralife Net loss attributable to Ultralife and net losisilautable to Ultralife common shareholders peaire
were $2,116 and $0.12, respectively, for the yeated December 31, 2014, compared to net loss wttible to Ultralife and net lo
attributable to Ultralife common shareholders geare of $926 and $0.05, respectively, for the ywrmted December 31, 2013, primarily :
result of the reasons described above. Weightedageecommon shares outstanding used to computéngarper share increased fr
17,465,000 in 2013 to 17,475,000 in 2014, mainle du stock option exercises and shares of commmk sssued to our noemploye:
directors, offset partially by the effect of ouosk repurchase program (see Note 7 to our Congetidaéinancial Statements).

Adjusted EBITDA from continuing operations

In evaluating our business, we consider and useiséeljl EBITDA from continuing operations, a nGAAP financial measure, as
supplemental measure of our operating performameedefine Adjusted EBITDA from continuing operatioas net income (loss) attribute
to Ultralife before net interest expense, provigibenefit) for income taxes, depreciation and airation, plus/minus expenses/income tha
do not consider reflective of our ongoing contirguioperations. We use Adjusted EBITDA from contimuioperations as a suppleme
measure to review and assess our operating penigenand to enhance comparability between periodsalso believe the use of Adjus
EBITDA from continuing operations facilitates intess’ use of operating performance comparisons from getdoperiod and company
company by backing out potential differences causedariations in such items as capital structedfecting relative interest expense
stockbased compensation expense), the book amortizatioriangible assets (affecting relative amortizatexpense), the age and book v
of facilities and equipment (affecting relative degation expense) and other significant mperating expenses or income. We also pr
Adjusted EBITDA from continuing operations becauwse believe it is frequently used by securities gstal investors and other interes
parties as a measure of financial performance. &encile Adjusted EBITDA from continuing operaticiasnet income (loss) attributable
Ultralife, the most comparable financial measurdarrlJ.S. generally accepted accounting principlesS. GAAP").
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We use Adjusted EBITDA from continuing operatiagm®ur decision-making processes relating to theraion of our business together
with U.S. GAAP financial measures such as incoross{l from operations. We believe that Adjusted EBATfrom continuing operations
permits a comparative assessment of our operaéirfignmmance, relative to our performance based orfJoB. GAAP results, while isolating t
effects of depreciation and amortization, which magy from period to period without any correlatimnunderlying operating performance,
of non-cash stock-based compensation, which ismacash expense that varies widely among compaWeselieve that by limiting Adjusted
EBITDA to continuing operations, we assist investiorgaining a better understanding of our busioesa going forward basis. We provide
information relating to our Adjusted EBITDA from inuing operations so that securities analystsstors and other interested parties have
the same data that we employ in assessing ourlbopeaations. We believe that trends in our AdgasEBITDA from continuing operations
are a valuable indicator of our operating perforogaon a consolidated basis and of our ability talpce operating cash flows to fund working
capital needs, to service debt obligations andinal tapital expenditures.

The term Adjusted EBITDA from continuing operatioissnot defined under U.S. GAAP, and is not a meaai operating incom
operating performance or liquidity presented inoadance with U.S. GAAP. Our Adjusted EBITDA fromntimuing operations has limitatic
as an analytical tool, and when assessing our tipgraerformance, Adjusted EBITDA from continuingevations should not be considere
isolation or as a substitute for net income (l@dsjbutable to Ultralife or other consolidatedtstaent of operations data prepared in accorc
with U.S. GAAP. Some of these limitations inclubet are not limited to, the following:

a. Adjusted EBITDA from continuing operations does meflect (1) our cash expenditures or future rezgmignts for capit
expenditures or contractual commitments; (2) charigeor cash requirements for, our working capiteéds; (3) the intere
expense, or the cash requirements necessary tiees@merest or principal payments, on our deby;ifi¢ome taxes or the ce
requirements for any tax payments; and (5) alhefdosts associated with operating our busir

b. although depreciation and amortization are cash charges, the assets being depreciated andizedaften will have to t
replaced in the future, and Adjusted EBITDA fromntiouing operations does not reflect any cash requénts for suc
replacements

c. while stockbased compensation is a component of cost of ptediaéd and operating expenses, the impact onansatidate
financial statements compared to other companiesvasy significantly due to such factors as assuliifedf the stockbase:
awards and assumed volatility of our common st

d. although discontinued operations does not reflectoorrent business operations, discontinued ojpesaincludes the costs
incurred by exiting from certain of our U.K. opécets that were not transferred to our facilitiedNiewark, NY and divesting
our RedBlack Communications business;

e. other companies may calculate Adjusted EBITDA froomtinuing operations differently than we do, liimgt its usefulness a
comparative measur

We compensate for these limitations by relying priity on our U.S. GAAP results and using AdjusteBIEDA from continuing
operations only supplementally. Adjusted EBITDArfr@ontinuing operations is calculated as followstlfie periods presented:
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Years ended December 3:

2014 2013
Net loss attributable to Ultralif $ (2,11¢) $ (926)
Add:
Interest expense, n 20& 19¢
Income tax provisio 26¢ 23¢
Depreciation and loss on dispo 2,91¢ 2,951
Amortization of intangible asse 30t 40z
Stocl-based compensation expel 1,00z 1,131
Add (subtract)
Loss (gain) from discontinued operations, netbaf 61 (129)
Adjusted EBIDTA $ 2,64¢ $ 3,87¢

Liquidity and Capital Resources
Cash Flows and General Business Matters
The following cash flow information is being presshnet of continuing and discontinued operations.

As of December 31, 2014, cash and cash equivatetated $17,866, an increase of $1,377 from thénbéyg of the year. During the ye
ended December 31, 2014, we generated $3,665 bffaas operating activities as compared to gengga#i6,897 of cash for the year en
December 31, 2013. In 2014, the cash generateddparating activities was a result of our net l06$2,131 plus an add-back of $4,486 for nor
cash expenses of depreciation, amortization, losdigposal of equipment and improvements, and diaskd compensation. Working caj
changes accounted for $1,029 of the operating @aséaration, due mainly to a decrease in accoucgivable, offset by a decline in our acco
payable and other liabilities. In 2013, the cashegated from operating activities was caused bynetitoss of $960 plus an abtidek of $4,562 fc
non-cash expenses of depreciation, amortizatioth,stockbased compensation. Working capital changes aceddat $4,169 of the operati
cash generation, due mainly to a decrease in atxoeceivable and inventory reductions, offset leeline in our accounts payable and ¢
liabilities.

We used $1,385 in cash for investing activitiesrdp2014 compared with $269 in cash used for inngsictivities in 2013In 2014
we spent $1,653 to purchase plant, property, anipegnt and $268 of cash became unrestricted. 113, 20e spent $766 to purchase pl
property, and equipment and decreased our restrazish by $2. Offsetting these outlays was a aafébwi from our divestiture of RedBla
Communications of $499 relating to the settlemdnwarking capital adjustments. The year-oyear increase in capital expenditures was
primarily to leasehold improvements and equipmerdur new China facility.

We used $751 in cash for financing activities dgi2014, compared to cash provided by financingvaiets of $12 in 2013. We spe
$762 to repurchase treasury stock in 2014, andeaeived $11 and $12 in 2014 and 2013, respectiirefgnds from the issuance of comn
stock in connection with the exercise of stock apdi by our employees.

Although we recorded a full reserve for our defért@x asset during and continued to carry thisruesas of December 31, 2014 .
2013, we continue to have significant U.S. NOLsilalée to us to utilize as an offset to taxableoime. As of December 31, 2014, none of
U.S. NOLs have expired. See Note 8 in our NoteheaConsolidated Financial Statements for additioriarmation.

Inventory turnover for the year ended Decembe2B14 averaged 1.7 turns compared to 1.9 turnsb8.2he decrease in this metrit
due mainly to lower sales year over year offsghdly by a reduction in average inventory over gahe period.
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Our order backlog at December 31, 2014 was appaixin$14,800, an increase of approximately $8@@4 the backlog at Decem
31, 2013, which was $6,300. The increase was directeased order activity toward the end of 20B4tigularly in the government and defe
sector. The majority of the backlog was relatedrters that are expected to ship throughout 2015.

As of December 31, 2014, we had made commitmergarichase approximately $402 of production macliaed equipment, which \
expect to fund through operating cash flows.

Debt and Lease Commitmel

On May 24, 2013, we entered into a Revolving Cre8litaranty and Security Agreement (the “Credit Agnent”)and related securi
agreements with PNC Bank, National Association (PNo establish a $20 million secured assased revolving credit facility that include
$1 million letter of credit subfacility (the “CredfFacility”). The Credit Agreement provides that the Credit Rgcihay be increased wi
PNC'’s concurrence to $35 million prior to the last signths of the term and expires on May 24, 2017. Chedlit Facility replaces the pr
credit facility with RBS Business Capital, a divisiof RBS Asset Finance, Inc., which expired incadance with its terms on May 15, 2C
with no debt outstanding.

Our available borrowing limit under the Credit Riagifluctuates from time to time based on a bormmyvbase formula equal to 1
sum of up to 85% of eligible accounts receivablespihe least of (a) up to 65% of the eligible ineey and eligible foreign ittransit inventory
(b) up to 85% of the appraised net orderly liqumatalue of eligible inventory and eligible foreign-transit inventory, and (c) $7.5 million,
each case subject to the definitions in the Crégieement and reserves required by PNC.

Interest is payable quarterly and will accrue omstanding indebtedness under the Credit Agreenietiieaalternate base rate,
defined in the Credit Agreement, plus the applieabhrgin or at the one, two or three month LIBO® us the applicable margin as sele
by us from time to time and listed below.

Applicable Applicable
Margin for Margin for
Alternate Base LIBOR Rate
Quarterly Average Undrawn Borrowing Availability Rate Loans Loans
Greater than $8,000,0( 1.0% 2.0(%
$5,000,000 up to $8,000,0! 1.25% 2.25%
Less than $5,000,0( 1.5(% 2.5(%

We must pay a fee on the Credit Facibtyinused availability of 0.375% per annum and cuaty letter of credit fees in addition
various collateral monitoring and related fees expenses.

In addition to customary affirmative and negativewenants, we must maintain a fixed charge coveratie as defined in the Cre
Agreement of 1:15 to 1:00 tested quarterly for ther-quarters then ended. As of December 31, 20dlwere in compliance with ¢
covenants. The Credit Facility is secured by suttisthy all our assets.
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Any outstanding advances must be repaid upon a&tiqir of the term of the Credit Facility. Paymemisst be made during the tern
the extent outstanding advances exceed the maxiamount then permitted to be drawn as advances uhdeCredit Facility and from tl
proceeds of certain transactions. Upon the occoeref an event of default, the outstanding oblayeimay be accelerated and PNC will
other customary remedies.

As of December 31, 2014, we had no amount outstgnainder the Credit Facility, an applicable interase of 2.17%, approximat:
$12,628 of borrowing capacity in addition to ouresiricted cash on hand of $17,711, and no outstarieiters of credit related to the Cr
Facility.

See Note 5 in the Notes to Consolidated Finantc&ieSents for additional information.
Other Matters

With respect to our battery products, we typicalffer warranties against any defects due to prochaifunction or workmanship f
up to one year from the date of purchase. Witheaeisfp our communications accessory products, wiedily offer a thregrear warranty. W
provide for a reserve for these potential warraxgenses, which is based on an analysis of hislosiarranty issues. There is no assuranct
future warranty claims will be consistent with phgtory, and in the event we experience a sigaifidncrease in warranty claims, there i
assurance that our reserves would be sufficiens @buld have a material adverse effect on ournassi, financial condition and result:
operations.

We have participated in and provided technicalséaste in support of an investigation conductedaljownstream customer ¢
regulatory authorities with regard to a 2013 fimatt damaged an unoccupied Boeing 787 Dreamlineraftrparked at London Heathr
Airport. While a final report has not been issugdtlive regulatory authorities, preliminary findingslicate that the fire was likely caused
circumstances related to the plamemergency locator transmitter, manufactured loghem company. We will continue to provide supp
required to the ongoing investigation.

Off-Balance Sheet Arrangements
We have no off-balance sheet arrangements.

Critical Accounting Policies and Estimates

The above discussion and analysis of our finamciatition and results of operations are based oporonsolidated financial stateme
which have been prepared in accordance with aceguptinciples generally accepted in the U.S. Theparation of these financial statem
requires management to make estimates and assomtiat affect amounts reported therein. The es#gnand assumptions that req
management’s most difficult, subjective or compgledgments are described below.

Revenue recognition:
Product Sales n general, revenues from the sale of productseamegnized when products are shipped. When produetshipped wit
terms that require transfer of title upon delivatya customes' location, revenues are recognized on date ofetgli A provision is mac
at the time the revenue is recognized for warransts expected to be incurred. Customers, includistgibutors, do not have a gen
right of return on products shipped.

Technology Contracts We recognize revenue using the proportional metimesured by the percentage of actual costs imttordat
to the total estimated costs to complete the contBdements of cost include direct material, lalod overhead. If a loss on a contra
estimated, the full amount of the loss is recoghimemediately. We allocate costs to all technolegytracts based upon actual ¢
incurred including an allocation of certain resbaand development costs incurred.

Deferred Revenue For each source of revenues, we defer recognifiah eévidence of an agreement does not existieljvery o
service has not occurred, iii) the selling pricads fixed or determinable, or iv) collectability mot reasonably assured.
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Valuation of Inventory:

Inventories are stated at the lower of cost or etankith cost determined using the first-in, fiestt (“FIFO”) method. Our invento
includes raw materials, work in process and finispeods. We record provisions for excess, obsolegéow moving inventory based
changes in customer demand, technology developroethier economic factors. The factors that cbute to inventory valuation ris
are our purchasing practices, material and proolosblescence, accuracy of sales and productioodst® introduction of new produs
product lifecycles, product support and foreignutations governing hazardous materials (see Item-1Risk Factors for furthi
information on foreign regulations). We manage exposure to inventory valuation risks by maintajnsafety stocks, minimu
purchase lots, managing product endiefissues brought on by aging components or nexdyct introductions, and by utilizing cert
inventory minimization strategies such as venwanaged inventories. We believe that the accourgtgnate related to valuation
inventories is a "critical accounting estimate" dugse it is susceptible to changes from periopetged due to the requirement
management to make estimates relative to eacheofitkderlying factors ranging from purchasing, tesato production, to aftesale
support. If actual demand, market conditions odpob lifecycles are adversely different from theséimated by management, inven
adjustments to lower market values would resudt reduction to the carrying value of inventory,merease in inventory writeffs and
decrease to gross margins.

Warranties:
We maintain provisions related to normal warran&mnes by customers. We evaluate these reservetedydrased on actual experie
with warranty claims to date and our assessmeadditional claims in the future. There is no assceahat future warranty claims will
consistent with past history, and in the event w@egence a significant increase in warranty claitinere is no assurance that our rest
would be sufficient.

Impairment of Long-Lived Assets:

We regularly assess all of our lofiged assets for impairment when events or circanmsts indicate their carrying amounts may ni
recoverable. This is accomplished by comparingetkgected undiscounted future cash flows of thetsisgih the respective carryi
amount as of the date of assessment. Should aggfeare cash flows be less than the carryingejaduwritedown would be require
measured as the difference between the carrying\aald the fair value of the asset. Fair valustisated either through the assistanc
an independent valuation or as the present valexmdcted discounted future cash flows. The discmta used by us in our evalual
approximates our weighted average cost of capitdde expected undiscounted future cash flows eddbe respective carrying amc
as of the date of assessment, no impairment clergeognized.

Environmental Issues:

Environmental expenditures, if any, that relatedorent operations are generally expensed. Renmtiedsts that relate to an exist
condition caused by past operations are accrued Wwiseprobable that these costs will be incuiad can be reasonably estimated.
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Goodwill and Other Intangible Assets:
The purchase price paid to effect an acquisiticallecated to the acquired tangible and intanggisieets and liabilities at fair valugve
do not amortize goodwill and intangible assets witlefinite lives, but instead evaluate these adeetimpairment at least annually
when events indicate that impairment exists. Weréin®intangible assets that have definite liveshst the economic benefits of
intangible assets are being utilized over theimlvid-average estimated useful life.

The impairment analysis of goodwill consists foét review of various qualitative factors of tidemtified reporting units to determ
whether it is more likely than not that the failua of a reporting unit exceeds its carrying ampimtluding goodwill. This revie
includes, but is not limited to, an evaluation lndé imacroeconomic, industry or market, and cosbfagelevant to the reporting unit
well as financial performance and entity or repaytunit events that may affect the value of theorypg unit. If this review leads
the determination that it is more likely than nbatt the fair value of the reporting unit is greatesn its carrying amount, furtt
impairment testing is not required. However, isthéview cannot support a conclusion that it isavikely than not that the fair val
of the reporting unit is greater than its carryargount, or at our discretion, quantitative impaintngeps are performed. Similarly,
analysis for indefinitdived intangible assets consists of a review ofotes qualitative factors to determine if it is mditeely than na
that the indefinitdived intangible asset is not impaired. If we cartd that it is more likely than not that we cansgpport that tr
indefinite-lived asset is not impaired, or at oiscdetion, quantitative impairment steps are pentx.

The quantitative impairment test for goodwill catsiof a comparison of the fair value of the repgrunit with the carrying amou
of the reporting unit to which it is assigned.tH& fair value of a reporting unit exceeds its yiag amount, goodwill of the reporti
unit is considered not impaired. If the carryingaaunt of a reporting unit exceeds its fair valuesezond step of the goodv
impairment test shall be performed to measure theuat of impairment loss, if any. The impairmessttfor intangible assets w
indefinite lives consists of a comparison of thie f@lue of the intangible assets with their cargyamounts. If the carrying value
the intangible assets exceeds the fair value, painment loss shall be recognized in an amountldéqubat excess. We determine
fair value of the reporting unit for goodwill impaient testing based on a discounted cash flow modi determine the fair value
our intangibles assets with indefinite lives (tnadeks) through the royalty relief income valuatapproach.

We conducted our annual impairment analysis fodgalband intangible assets with indefinite lives @ December 31, 2014. For 2(
we identified three goodwill reporting units foradysis. We performed a quantitative analysis owfatlur reporting units as of Decem
31, 2014. This testing indicated no impairment.

For 2014, we identified four trademarks for anaydiVe performed an annual quantitative tests o edchese trademarks.
impairment of any trademark tested was indicatedvéter, due to the narrow margin of passing thinggn 2014, there is potential ti
the McDowell -Communications Systems trademark may become Ipadiafully impaired in the future if the projeataevenue targe
are not met. As of December 31, 2014, the McDow€tbmmunications Systems trademark had a carnahgevof $2,400.

There is a possibility that our goodwill and otlietangible assets, particularly in our Communiaagicsystems business, coulc
impaired should there be a significant change inimternal forecasts and other assumptions werusear impairment analysis.

Table of Content 38



Stock-Based Compensation:

We recognize compensation cost relating to shased payment transactions in our financial statésn&he cost is measured at the ¢
date, based on the fair value of the award, anddsgnized as an expense over the emplsyegjuisite service period (generally
vesting period of the equity award). We calculageeeted volatility for stock options by taking areeage of historical volatility over t
past five years and a computation of implied viitatiThe computation of expected term was deteettibased on historical experienc
similar awards, giving consideration to the corttratterms of the stockased awards and vesting schedules. The intetedbrgperiod
within the contractual life of the award is basedtbe U.S. Treasury yield in effect at the timegddint. If required, our market ba:
awards are valued using a Monte Carlo simulation.

Income Taxes:
We account for income taxes using the asset abiitifamethod. Under this method, deferred tax tss@d liabilities are determin
based on differences between financial reportirdytar basis of assets and liabilities and are medsusing the enacted tax rates
laws that may be in effect when the differencesapected to reverse.

In 2014 and 2013, in the U.S. and the U.K., weiooed to report a valuation allowance for our defétax assets that cannot be offst
reversing temporary differences. This results ftbenconclusion that, based on past history, itasentikely than not that we would not
able to utilize our U.S. and U.K. net operatingstss (“NOLs")that had accumulated over time. The recognitioa aluation allowanc
on our deferred tax assets resulted from our etiatuaf all available evidence, both positive arebative. The assessment of
realizability of the NOLs was based on a numbefaofors including, our history of net operatingdes, the volatility of our earnings,
historical operating volatility, our historical ibitity to accurately forecast earnings for futuexipds and the continued uncertainty of
general business climate. We concluded that thisseribal factors represent sufficient negativedewvice and have concluded thai
should continue to record a full valuation allowarmt December 31, 2014. We currently carry a dafletax asset in China that we h
determined does not require a valuation allowasogeare more likely than not to fully utilize tN©OL in China. We continually assi
the carrying value of this asset based on releseedunting standards.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

As a smaller reporting company, we are not requingatovide this information.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements and schedules listecm 5(a)(1) are included in this Report beginningpage 37.
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Shareholders of
Ultralife Corporation

We have audited the accompanying consolidated balaheets of Ultralife Corporation and subsidiagssof December 31, 2014 and 2(
and the related consolidated statements of opestad comprehensive loss, shareholdegsity, and cash flows for each of the years it
two-year period ended December 31, 2014. Ultra@iéeporations management is responsible for these financidrsents. Our responsibil
is to express an opinion on these financial statgsngased on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversightuBiogUnited States). Those stand.
require that we plan and perform the audit to obtaasonable assurance about whether the finastééments are free of mate
misstatement. The company is not required to haweywere we engaged to perform, an audit of itsrival control over financial reporting. C
audits included consideration of internal contreéofinancial reporting as a basis for designingitaprocedures that are appropriate in
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the compsumyternal control over financial reportii
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evidenpparting the amounts and disclosure
the financial statements, assessing the accouptingiples used and significant estimates made byagement, as well as evaluating
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, the consolidated financial statetegeferred to above present fairly, in all matenégpects, the financial position of Ultralife
Corporation and subsidiaries as of December 314 20l 2013, and the results of its operations @nchish flows for each of the years in the
two-year period ended December 31, 2014 in configrmith accounting principles generally acceptethi@ United States of America.

/s/ Bonadio & Co., LLP
Pittsford, New York
March 10, 2015
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ULTRALIFE CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS
(Dollars in Thousands)

ASSETS

Current asset:
Cash and cash equivale
Restricted cas
Trade accounts receivable, net of allowaonce dubtful accounts of $340 and $288, respecti
Inventories, ne
Prepaid expenses and other current a
Due from insurance compa
Deferred income tax¢
Total current asse
Property, equipment and improvements,
Goodwill
Other intangible assets, r
Security deposits and other I-current assel
Total asse

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payabl
Accrued compensation and related ben
Accrued expenses and other current liabil
Income taxes payak

Deferred income tax¢
Total current liabilitie
Deferred income taxe
Other nol-current liabilities
Total liabilities

Commitments and contingencies (Note

Shareholders' equit
Preferred stoc- par value $.10 per share; authorized 1,000,00@shaone issue
Common stoc— par value $.10 per share; authorized 40,000,00@s}
issue 18,941,544 shares and 18,851,579 shares, respgc
outstandin— 17,340,813 shares and 17,478,822 shares, resgg:
Capital in excess of par val
Accumulated defici
Accumulated other comprehensive |
Treasury stoc- at cost; 1,600,731 shares and 1,372,757 sharescaniber 31, 201
and 2013, respectively
Total Ultralife equit
Noncontrolling interes
Total shareholders’ equity

Total liabilities and shareholders' ey

December 31

2014 2013
$ 17,71 $ 16,06¢
15¢ 42z

11,298 14,23

26,08¢ 26,05

1,31 1,601

184 18€

10€ 91

56,85( 58,65¢

9,81: 10,20:

16,40 16,41

4,33¢ 4,64¢

23t 26¢

$ 87,64 $ 90,19
$ 6,99¢ $ 7,05:
1,72t 1,90¢

2,421 2,96(

69 94

9

11,21 12,02

4,467 4,24;

56 282

15,72 16,54¢

1,89¢ 1,88¢

175,94( 174,93!

(96,92() (94,809)

(467) (614

(8,420 (7.65¢)

72,02 73,74

(114) (99)

71,010 73,64

$ 87,64 $ 90,19

The accompanying notes are an integral part okthessolidated financial statemer
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ULTRALIFE CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHEN SIVE LOSS

Revenues
Cost of products solc
Gross profit

Operating expenses
Research and developm:
Selling, general and administrative
Total operating expenses

Operating loss
Other (expense) income
Interest incom:

Interest and financing exper

Miscellaneou:
Loss from continuing operations before income taxe
Income tax provisiol

Net loss from continuing operations
(Loss) income from discontinued operations, neéag

Net loss
Net loss attributable to noncontrolling interest
Net loss attributable to Ultralife

Other comprehensive income
Foreign currency translation adjustme

Comprehensive loss attributable to Ultralife

(Dollars in Thousands, except Per Share Amountt

Net loss per share attributable to Ultralife commorshareholders- basic:

Continuing operatior
Discontinued operatiol
Tota

Weighted average shares outstandin- basic

Years ended December 3:

2014 2013

$ 66,49¢ $ 78,83t
47 14« 56,21«

19,35( 22,62:

5,33: 5,85¢

15,46( 17,38¢

20,79¢ 23,24t
(1,449 (624)

13 3¢
(219) (23¢)

154) (26)

(1,80%) (849)

26€ 23¢

(2,070 (1,08¢)

(61) 12¢

(2,131 (960)

15 34

(2,116 (926)

147 6

$ 1,96) $ 920)
$ (12 $ (.06)
(.00) .01

$ (.12) $ (.09
17,47¢ 17,46t

The accompanying notes are an integral part okthessolidated financial statemer
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Balance-
December 31, 201

Shares issued to directc
Stock option exercise
Stocl-based compensatic-
Stock option:
Restricted stoc
Foreign currency translation adjustme
Net loss

Balance-
December 31, 201

Purchases of stoc

Shares issued to directc
Vesting of restricted shar
Stock option exercise
Stocl-based compensatic-
Stock options

Restricted stoc

Foreign currency translation adjustme

Net loss

Balance-
December 31, 201

Financial Statement Inde

ULTRALIFE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS *' EQUITY
(Dollars in Thousands)

Capital  Accumulatec

Common Stocl in Excess Other Nonr-
Number of of Par  Comprehensiv Accumulater Treasury Controlling
Shares Amount Value Income (Loss Deficit Stock Interest Total

18,828,73 $ 1,88: $17379: $ (6200 $ (93,879

$ (7659 $ (65 $ 73.45¢

19,84¢ 2 71 73
3,00( 12 12
774 774

284 284

6 6

(926) (34) (960)

18,851,57 1,88] 174,93 (614 (94,80 (7,659 (99 73,64t
(762) (762)

56,89¢ 6 204 21C

30,00( 3 )

3,067 11 11
614 614
17¢ 17¢

147 147
(2,119 (1) (2,139
1894154 $ 189 $17594( $ (467 $ (96,920 $ (8420 $ (119 $ 7191

The accompanying Notes to Consolidated Financate8tents are an integral part of these staterr
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ULTRALIFE CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

OPERATING ACTIVITIES:
Net loss
Loss (gain) from discontinued operations, neag
Adjustments to reconcile net loss from continubpgrations to net ca:
provided by operating activitie
Depreciation and amortization of financfegs
Amortization of intangible ass¢
Loss on lor-lived asset impairment and dispos
Foreign exchange lo
Stoc-based compensatic
Changes in deferred income ta
Provision for allowance for doubtful accts
Changes in operating assets and liabili
Accounts receivab
Inventorie
Prepaid expenses and other a:
Due from insurance compe
Income taxes receivable and pay
Accounts payable and other liabilit
Net cash provided by operating activities fromtawing operation
Net cash used in operating activities of discurgd operation
Net cash provided by operating activit

INVESTING ACTIVITIES:
Cash paid for property, equipment and improves:
Change in restricted ca
Net cash used in investing activities from camitig operation:
Net cash provided by investing activities froraadintinued operatior
Net cash used in investing activit

FINANCING ACTIVITIES:
Cash paid to repurchase treasury s
Proceeds from exercise of stock opti
Net cash (used in) provided by financing actd

Effect of exchange rate changes on cash and casiaémts

(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

NON-CASH ITEMS:
Construction in process in accounts payable

Income taxes pa
Interest paid

(In Thousands)
(unaudited)

Years ended December 3:

2014 2013
$ (2,13)) $ (960)
61 (12¢)
2,82¢ 3,02¢
30E 402
29¢ 56
= 15
1,00: 1,131
19€ 117
52 2¢9
2,87¢ 6,69¢
(46) 4,41¢
24¢ (647)
= 31¢€
(25) 121
(2,009 (6,699
3,66¢ 7,89¢
= (999)
3,66¢ 6,897
(1,659 (766)
26¢€ 2)
(1,385 (76€)
— 49¢
(1,38 (269)
(762) —
11 12
(75)) 12
11€ (230)
1,64F 6,41(
16,06¢ 9,65¢
I Ny $  16,06¢
$ 1,01¢ $ —
60 10C
76 107

The accompanying Notes to Consolidated FinancatE8tents are an integral part of these staterr
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ULTRALIFE CORPORATION
Notes to Consolidated Financial Statements
(Dollars in Thousands, Except Per Share Amounts)

Note 1 - Summary of Operations and Significant Acamting Policies
a.Description of Business

We offer products and services ranging from powéutions to communications and electronics systarhsough our engineering a
collaborative approach to problem solving, we sgy@eernment, defense and commercial customerssathegylobe. We design, manufact
install and maintain power and communications systeincluding: rechargeable and n@thargeable batteries, charging syst
communications and electronics systems and acéessand custom engineered systems. We sell odupt® worldwide through a variety
trade channels, including original equipment macuigrs (“OEMSs”),industrial and defense supply distributors, anedatiy to U.S. an
international defense departments.

b. Principles of Consolidation

The consolidated financial statements are prepareztcordance with generally accepted accountimgcipfes in the United Stat
(“GAAP”) and include the accounts of Ultralife Corgtion, our wholly-owned subsidiaries, UltralifatBeries (UK) Ltd. (“Ultralife UK”),ABLE
New Energy Co., Limited, and its whc-owned subsidiary ABLE New Energy Co., Ltd. (“ABLEDllectively), and our majoritpwnec
subsidiary Ultralife Batteries India Private Lindt€‘India JV”). Intercompany accounts and transattihave been eliminated in consolidation.

Operations of RedBlack Communications, Inc. (“RedRr), our divested company and certain components of pifations are report
as discontinued operations.

¢. Management's Use of Judgment and Estimates

The preparation of financial statements in confoymiith GAAP requires management to make estimatelsassumptions that affect
reported amounts of assets and liabilities andadisee of contingent assets and liabilities at yevat and the reported amounts of revenue
expenses during the reporting period. Key areasi&d by estimates include: (a) carrying valueaafdyvill and intangible assets; (b) reserve:
deferred tax assets, excess and obsolete invemtarianties, and bad debts; (c) profitability owvelepment contracts, if any; (d) various expt
accruals; and (e) stock-based compensation. Qualaeisults could differ from these estimates.
d. Reclassifications

Certain items previously reported in specific fio@hstatement captions have been reclassifiedritbom to the current presentation.
e. Cash and Cash Equivalents

For purposes of the Consolidated Statements of Eksts, we consider all demand deposits with fimaniastitutions and financi

instruments with original maturities of three mantir less to be cash equivalents. For purposdsedfonsolidated Balance Sheet, the car
value approximates fair value because of the shattirity of these instruments.

Our cash balances may at times exceed federallyaddimits. We have not experienced any lossdisése accounts and believe we

not exposed to any significant risk with respeatdash and cash equivalents.
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f. Accounts Receivable and Allowance for Doubtful Aot®

We extend credit to our customers in the normaks®mwf business. We perform ongoing credit evadnatiand generally do r
require collateral. Trade accounts receivable aoerded at their invoiced amounts, net of allowaiocedoubtful accounts. We evaluate
adequacy of our allowance for doubtful accountstguly. Accounts outstanding longer than contralgb@yment terms are considered past
and are reviewed individually for collectability. &Mmaintain reserves for potential credit lossesedagpon our loss history and spec
receivables aging analysis. Receivable balancewrditen off when collection is deemed unlikely.

Changes in our allowance for doubtful accountsmidutie years ended December 31, 2014 and 2013awdoHiows:

2014 2013
Balance at beginning of ye $ 28¢ $ 32z
Amounts charged to expen 52 29
Net write-offs (recoveries) — (63
Total $ 34C $ 28¢

0. Inventories

Inventories are stated at the lower of cost or etankth cost determined under the first-in, fiestt (FIFO) method. We record provisi
for excess, obsolete or slow-moving inventory basedhanges in customer demand, technology develoisnor other economic factors.

h. Property, Plant and Equipment
Property, plant and equipment are stated at cestnkted useful lives are as follows:

Buildings 10 — 20 years

Machinery and Equipment 5 — 10 years

Furniture and Fixtures 3 — 10 years

Computer Hardware and Software 3 — 5 years
Leasehold Improvements Lesser of useful life csdetarm

Depreciation and amortization are computed usiagtraightine method. Betterments, renewals and extraordirggrairs that extend t
life of the assets are capitalized. Other repais @aintenance costs are expensed when incurredn \Wisposed, the cost and accumu
depreciation applicable to assets retired are reshdkom the accounts and the gain or loss on dismoss recognized in operating inco
(expense).

i. Long-Lived Assets, Goodwill and Intangibles

We regularly assess all of our loliged assets for impairment when events or circamsts indicate that their carrying amounts ma
be recoverable. For property, plant and equipmedtaanortizable intangible assets, this is accotmgtidoy comparing the expected undiscou
future cash flows of the assets with the respedreying amount as of the date of assessment.I&hggregate future cash flows be less tha
carrying value, a writelown would be required, measured as the differbrt@een the carrying value and the fair value efakset. Fair value
estimated either through the assistance of an armmt valuation or as the present value of exgatiteounted future cash flows. The disc
rate used by us in our evaluation approximateswaighted average cost of capital. If the expectediscounted future cash flows exceed
respective carrying amount as of the date of assas no impairment is recognized. We did not ré@ty impairments of lonltived assets in tt
years ended December 31, 2014 or 2
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We do not amortize goodwill and intangible asseith wndefinite lives, but instead measure thesestasfor impairment at lec
annually, or when events indicate that impairmeay mxist. We amortize intangible assets that hafimite lives so that the economic bene
of the intangible assets are being recognized psrese over their weighted-average estimated ubedgl

The impairment analysis of goodwill consists fét review of various qualitative factors of tidemtified reporting units to determ
whether it is more likely than not that the failuaof a reporting unit exceeds its carrying amourdluding goodwill. This review include
but is not limited to, an evaluation of the mac®samic, industry or market, and cost factors raiva the reporting unit as well as finan
performance and entity or reporting unit events thay affect the value of the reporting unit. listheview leads to the determination that
more likely than not that the fair value of the agmg unit is greater than its carrying amountithdar impairment testing is not requir
However, if this review cannot support such a cesicn, or at our discretion, quantitative impairmeteps are performed. Similarly,
analysis for indefinitdived intangible assets consists of review of vasigualitative factors to determine if it is moilely than not that tt
indefinitedived intangible asset is not impaired. If suchoaausion cannot be supported, or at our discretjoantitative impairment steps
performed.

The quantitative impairment test for goodwill cartsiof a comparison of the fair value of the repgrunit with the carrying amou
of the reporting unit to which it is assigned.th& fair value of a reporting unit exceeds its yiag amount, goodwill of the reporting uni
considered not impaired. If the carrying amouna@éporting unit exceeds its fair value, a secstrg of the goodwill impairment test shal
performed to measure the amount of impairment Idsany. The impairment test for intangible assetth indefinite lives consists of
comparison of the fair value of the intangible ésse@th their carrying amounts. If the carrying walof the intangible assets exceeds the
value, an impairment loss shall be recognized iampunt equal to that excess. We determine thevdhile of the reporting unit for goodv
impairment testing based on a discounted cash flowmdel. We determine the fair value of our intafegbassets with indefinite liv
(trademarks) through the royalty relief income ‘adilon approach.

There were no impairments of goodwill and intargiisets with indefinite lives in the years endeddinber 31, 2014 and 2013.

Future amortization expense of amortizable intdegissets will be approximately $233, $167, $188, $nd $63 for the fiscal ye:
ending December 31, 2015 through 2019, respectively

j- Translation of Foreign Currency

The financial statements of our foreign subsidgdee translated into U.S. dollar equivalents, wiénslation adjustments recorded
component of accumulated other comprehensive inc&xehange losses relate to foreign currency tatioses and balances included in net
for the years ended December 31, 2014 and 2013%28%and $128, respectively.

k . Revenue Recognition

Product Sales  general, revenues from the sale of productsegegnized when products are shipped. When produetshippe
with terms that require transfer of title upon dety at a customes’location, revenues are recognized on the datkelofery. A provision i
made at the time the revenue is recognized foraméyrcosts expected to be incurred. Customergjdimaly distributors, do not have a gen
right of return on products shipped.

Technology Contracts We recognize revenue using the proportional effthod based on the relationship of costs incueathte t
the total estimated cost to complete the contEdements of cost include direct material, labor emerhead. If a loss on a contract is estimates
full amount of the loss is recognized immediat&e allocate costs to all technology contracts bagmmh actual costs incurred including
allocation of certain research and developmensdostirred.

Deferred Revenue For each source of revenues, we defer recognitiah @vidence of an agreement does not existléijvery o
service has not occurred, iii) the selling pricads fixed or determinable, or iv) collectability mot reasonably assured.
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I. Warranty Reserves

We estimate future costs associated with expectedupt failure rates, material usage and servictscim the development of «
warranty obligations. Warranty reserves, includedoiher current liabilities and other lotgrm liabilities as applicable on our Consolid;
Balance Sheets, are based on historical exper@nerranty claims. In the event the actual resoftthese items differ from the estimates
adjustment to the warranty obligation would be rded.

m. Shipping and Handling Costs

Costs incurred by us related to shipping and hagdire included in cost of products sold. Amoutiarged to customers pertaining
these costs are reflected as revenue.

n. Advertising Expenses

Advertising costs are expensed as incurred andinataded in selling, general and administrative enges in the accompany
Consolidated Statements of Operations. Such expemseunted to $43 and $114 for the years endedhitere31, 2014 and 2013, respectively.

0. Research and Development

Research and development expenditures are charggebtations as incurred. The majority of researdhdevelopment expenses pe
to salaries and benefits, developmental suppliepregiation and other contracted services. Dur@i¥2and 2013, we expended $5,648
$6,262, respectively, on research and developniecitjding $315 and $403, respectively, on custosmnsored research and developi
activities, which are included in cost of goodsdsalVe recognized $317 and $403 of revenue relatithese activities during 2014 and 2(
respectively.

In 2011, we entered into a collaboration agreemeith the New York State Energy Research and Devetop Authorit
(“NYSERDA"), to develop and demonstrate a large rfiybgrid-connected energy storage system. This agreementtevasnated b
NYSERDA in the second quarter of 2013, per the seofithe agreement. We had planned to continueptojgct internally with smaller for
batteries which provide greater opportunity andligppility in the markets we serve. However, we éalecided not to further pursue
development of this project, and have recordediteoff of capitalized costs totaling $161 in thefth quarter of 2014 relating to this project.

p. Environmental Costs

Environmental expenditures that relate to curr@etrations are expensed. Remediation costs th&t telan existing condition causec
past operations are accrued when it is probabtetthae costs will be incurred and can be reaspmstimated.

g.Income Taxes

We account for income taxes using the asset abiitifamethod. Under this method, deferred tax tss@d liabilities are determin
based on differences between financial reportirtjtar basis of assets and liabilities and are nmedsusing the enacted tax rates and laws th
expected to be in effect when the differences gpe&ted to reverse.

A valuation allowance is required when it is makelly than not that the recorded value of a detetex asset will not be realized. As
December 31, 2014, we continued to recognize aatialu allowance in the U.S. and U.K. on our netedefd tax assets to the extehé
differences and the U.S. and U.K. net operating brsd tax credit carryforwards resulting in theetlefd tax assetre not able to be offset
future reversing temporary differences. The assessof the realizability of the U.S. NOL was baseda number of historical factors includi
our history of net operating losses, the volatitifyour earnings, our historical operating volgtjliour historical inability to accurately forec
earnings for future periods and the continued uairgy of the general business climate as of tlibkafr2014. We concluded that these histo
factors represent sufficient negative evidence lemce concluded that we should record a full vaturatillowance against these net deferre:
assets. We also recorded a full valuation allowamceur net deferred tax asset for the year ende@mber 31, 2013.
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At December 312014 and 2013, we had unrecognized tax benefasaetko uncertain tax positions which were recomed decrea
in our net operating loss carryforward. We hadnecbrded any interest or penalty in regard to amgeognized benefit. Interest and pena
would begin to accrue in the period in which theldQ@elated to the uncertain tax positions areagdi Our policy regarding interest ant
penalties related to income tax matters is to reizegsuch items as a component of income tax exp@renefit).

r. Concentration Related to Customers and Suppliers

During the years ended December 31, 2014 and 20431ad one major customer, a large defense prig@rtractor, which compris
18% and 25% of our revenues, respectively. Theme we other customers that comprised greater tBé&f df our total revenues during th
years.

We have one customer who comprised 16% of our teadeunts receivable as of December 31, 2014. \Weta customers wi
comprised 26% and 15%, respectively, of our tragewants receivable as of December 31, 2013.

Currently, we do not experience significant seaktreads in our revenues. Since a significant pardf our revenues are basec
purchases from U.S. and allied country defense rti@pats, the timing of our sales could be impadigddelays in the government buc
process and the decisions to deploy resourcegpfmsumilitary purchases of our products.

We generally do not distribute our products to acemtrated geographical area nor is there a significoncentration of credit ris
arising from individuals or groups of customersageg in similar activities, or who have similar eemic characteristics. While direct and indi
sales to the U.S. Department of Defense have hésstamtial during 2014 and 2013, we do not conghdsrcustomer to be a significant credit 1
We do not normally obtain collateral on trade acdsueceivable.

Certain materials and components used in our ptedue available only from a single or a limitednier of suppliers. As such, sa
materials and components could become in shorthsuppulting in limited availability and/or increas costs. Additionally, we may elect
develop relationships with a single or limited neenbf suppliers for materials and components trtebtherwise generally available. Although
believe that alternative suppliers are availablsupply materials and components that could repisaterials and components currently usec
that, if necessary, we would be able to redesigrmoaducts to make use of such alternatives, ayrimption in the supply from any supplier
serves as a sole source could delay product shipnaeml have a material adverse effect on our bssirfanancial condition and results
operations. We have experienced interruptionsadyect deliveries by sole source suppliers in t.p

s.Fair Value Measurements and Disclosures

Fair value is defined as the price that would heeireed for an asset or the exit price that wouldbbil to transfer a liability in ti
principal or most advantageous market in an ordealysaction between market participants on thesareament datd-air value is estimated
applying the following hierarchy, which prioritizéise inputs used to measure fair value into thegels and bases the categorization withi
hierarchy upon the lowest level of input that isiéable and significant to the fair value measuneme

Level 1: Quoted prices in active markets for identical assetiabilities.

Level 2: Observable inputs, other than Level 1 prices, sachjuoted prices for similar assets or liabilitigsoted prices in marke
that are not active; or other inputs that are okzdgle or that we corroborate with observable madia¢h for substantially t!
full term of the related assets or liabilitie:

Level 3: Unobservable inputs supported by little or no madativity that are significant to the fair valuktbe assets or liabilitie!
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The fair value of financial instruments approxintatieir carrying values at December 31, 2014 ariB2ZDhe fair value of cash, tra
accounts receivable, trade accounts payable, anduext liabilities approximates carrying value duwe the shorterm nature of the:
instruments.

t. Earnings (Loss) Per Share

Basic earnings (loss) per share is computed bydidigi net income or loss by the weighted average bmunof common shar
outstanding for the period. Due to the net losse2014 and 2013, diluted earnings per share aral équbasic earnings per share, a
potential shares are amilutive. Diluted earnings per share calculatioeftect the assumed exercise and conversion ofigilemployee stoc
options and unvested restricted stock, if any, ypglthe treasury stock method. Diluted earningsgb@re calculations exclude the effec
approximately 2,195,222 and 2,251,622 employeeksbdptions and restricted stock shares in 2014 &1 2respectively, since such opti
have an exercise price in excess of the weightecage market price of the Company’s common stock.

u. Stock-Based Compensation

We have various stodkased employee compensation plans, which are dedamore fully in Note 7. The compensation cositired tc
sharebased payment transactions is measured at thedgiEntbased on the estimated fair value of thedawaad is recognized as expense ove
employee’s requisite service period (generallyibsting period of the equity award).

v. Segment Reporting

We have two operating segment8attery & Energy Products, and Communications 3ysteThe basis for determining our opere
segments is the manner in which financial infororatis used by us in monitoring our operations. M@naent operates and organizes i
according to business units that comprise uniqadymts and services across geographic locations.

In 2012, we decided to divest our RedBlack Comnatioas business, which previously was reportethénGommunications Syste
segment. Also in 2012, we elected not to renewlghse for our U.K. manufacturing facility which évgal on March 24, 2013. The result:
the discontinued UK operations were previously reggbin the Battery and Energy Products segment.

w. Recent Accounting Pronouncements

In May 2014, the Financial Accounting Standardaf8lassued guidance related to revenue from castraith customers. Under tl
guidance, revenue is recognized when promised goosisrvices are transferred to customers in aruabtbat reflects the consideration th:
expected to be received for those goods or servides updated standard will replace most existevggnue recognition guidance under G/
when it becomes effective and permits the usethéethe retrospective or cumulative effect traasimethod. Early adoption is not permiti
The updated standard will be effective for us ia finist quarter of 2017. We have not yet selectérthasition method and we are curre
evaluating the effect that the updated standardhaite on our consolidated financial statementsrateded disclosures.

Note 2- Dispositions, Relocations and Exit Activiés

During 2014, we were informed that the lease for Ghina facility would not be extended, and we camnoed a search for
alternate site to relocate our facility. In Julyl20the Company subsidiary in China entered into a lease foptaoement facility, also locat
in Shenzhen. The lease has a five year term, indiido renttree months, and requires rent payments of RMB&pproximately $19 at tl
current exchange rate) per month for the firstahyears, increasing to RMB126 (approximately $28)month for the final two years.
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In September 2014, the Compasgubsidiary in China entered into agreements thighlocal village government in Shenzhen, C
and the subsidiarg’landlord for the facility the subsidiary is reqd to vacate. These agreements required thedos@rnment to compens
both the subsidiary and landlord for the builditegsehold improvements and additional expenseg tadurred in moving from this facilit
The subsidiary received its estimated share of igwrent compensation totaling $815 in 2014. The igidry has vacated the former faci
premises and has substantially completed the moddransition to the new facility as of Decembey 3014.

It is the Company’s policy to recognize this comgetion as a proata reduction of expenses as the expenses argnieed. Th
unrecognized balance is deferred and carried asrant liability.

The Company estimates that the total expenses wingrancluding forfeited leasehold improvementwimg costs, legal costs, lal
retention incentives and business interruption scagill total approximately $1,060. During 2014 t@®mpany recognized $596 of
government compensation as a reduction of expenses, of veiploximately $840 were recognized in 2014. Expenstaling approximate
$219 are estimated to be incurred in 2015 in m@kato this relocation, and $219 of government campton has been deferred as a cu
liability and is available to offset such expenses.

In 2012, we elected not to renew the lease forlb. manufacturing facility which expired in Mar@913, and to relocate our se
and services operations to a smaller facility. \&orded a gain in discontinued operations in 20t8umting to $241, relating to the differe
between estimated costs and the actual amountsmpiagthtion to our relocation.

During 2014, we elected to terminate our leaseofar U.K. office and repair facility which was toveaexpired in May 2018. TI
termination of this lease is effective as of Japusr, 2015.

Also in 2012, we sold 100% of our ownership inteiasRedBlack. During 2014 and 2013, we recogni®édl and $125 in expen
respectively, in discontinued operations arisirgrfrcustomary post-closing working capital adjustteealating to that sale.
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Note 3 - Supplemental Balance Sheet Information
a. Inventory

Inventories are stated at the lower of cost or etankth cost determined under the first-in, fiosstt (FIFO) method. The composition
inventories was:

December 31

2014 2013
Raw material $ 15,10( $ 16,23¢
Work in proces: 1,48¢ 1,67¢
Finished products 9,491 8,14(
Total $ 26,08¢ $ 26,05!

b. Property, Plant and Equipment
Major classes of property, plant and equipmentistets of the following:

December 31,

2014 2013

Land $ 128 $ 123
Buildings and leasehold improveme 7,43 7,412
Machinery and equipme 48,054 47,40
Furniture and fixture 1,811 1,86¢
Computer hardware and softws 4,45; 4,24
Construction in progress 1,351 1,07:
63,22¢ 62,12¢

Less — Accumulated depreciation (53,416 (51,929
Total $ 9,817 $ 10,20:

Estimated costs to complete construction in pregassof December 31, 2014 and 2013 were approXin®886 and $472, respectively.
Depreciation expense was $2,757 and $2,957 forahes ended December 31, 2014 and 2013, respgctivel
c. Impairment of Goodwill, Intangible Assets and Ldriged Assets

We elected to forego the qualitative assessmentofor three identified reporting units (Battery & dfgy Products busine
Communications Systems business, and Able (which $sibset of our Battery & Energy Products businessd conducted a quantitat
assessment. The fair value for our reporting unitgected to this quantitative test could not beerteined using readily available quoted Lt
1 inputs or Level 2 inputs that were observabladtive markets. Therefore, we used an income apprta estimate the fair value of
reporting units, using Level 3 inputs. To estimidte fair value of the reporting units, we used #igant estimates and judgments, including
assessment of our future revenue prospects, particgovernment/defense opportunities, as welbas estimates of the probabilities of
opportunities being funded, awarded, and awardadt@ther key estimates and factors used in theattan model included revenue gro
rates and profit margins based on internal foregcast well as industry and market based termir@aitr rates, inputs to the weightaglerag
cost of capital used to discount future cash floarg] earnings multiples. As a result of the gooldwipairment tests performed during 2!
and 2013, we determined that an impairment wasauptired.
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Similarly, for our four other indefinitéved intangible assets (trademarks and trade ngmes elected to forego the qualital
assessment and proceeded to perform quantitatsessments. The fair value for our indefiditeed intangible assets subjected to
guantitative test could not be determined usinglirg@available quoted Level 1 inputs or Level 2 utpthat were observable in active marl
Therefore, we used a royalty relief approach, tonege the fair value of the indefinitared intangible assets, using Level 3 inputs. Théthot
also required us to use significant estimates addmental factors. The key estimates and factard irsthe valuation model included reve
growth rates, as well as industry and market b&seuinal growth rates, inputs to the weightagrage cost of capital used to discount ft
cash flows, and determined royalty rates. As alre$uhe impairment tests performed during 2014 2013, we determined that an impairn
was not required.

There is a possibility that our goodwill and otlietangible assets, particularly in our Communiaagic®ystems business, coulc
impaired should there be a significant change mimternal forecasts and other assumptions weruser impairment analysis.

During 2014 and 2013, we also evaluated certaiedfiassets for impairment utilizing valuation methttht are classified as Leve
inputs. Based upon the results of this evaluationmaterial impairment was indicated.

d. Goodwill

The following table summarizes the goodwill actiity segment for the years ended December 31, 20d.2013:

Battery & Communi-
Energy cations

Products Systems Total
Balance- January 1, 201 $ 4,851 $ 11,49: $ 16,34«
Effect of foreign currency translation 75 75
Balance- December 31, 201 4,92¢ 11,49 16,41¢
Effect of foreign currency translation (12 — (12
Balance — December 31, 2014 $ 4,914 $ 11,49: $ 16,40"

e. Other Intangible Assets
The composition of intangible assets was:
December 31, 201.
Accumulated

Cost Amortization Net
Trademarks: $ 3,561 $ — $ 3,561
Patents and technolo 4,50¢ 4,11¢ 39t
Customer relationshiy 4,02¢ 3,67¢ 35C
Distributor relationships 391 36E 26
Total other intangible assets $ 12,49¢ $ 8,15¢ $ 4,33¢

December 31, 201,
Accumulated

Cost Amortization Net
Trademark $ 3,56¢ $ — $ 3,56¢
Patents and technolo 4,511 3,941 57C
Customer relationshiy 4,03: 3,56% 471
Distributor relationships 393 35€ 37
Total other intangible assets $ 12,50¢ $ 7,85¢ $ 4,64¢
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Amortization of intangible assets was includechia following financial statement captions:

Year ended December 31

2014 2013
Research and development expe $ 17€ $ 22¢
Selling, general and administrative expense 12¢ 17¢
EiE $ 308§ 40z

The change in the cost value of total intangibketssis a result of the effect of foreign curreekghange rate fluctuations.
Note 4 - Operating Leases

We lease various buildings, machinery, land, autbles and office equipment. Rental expenses forogkrating leases we
approximately $775 and $1,029 for the years endede@Mber 31, 2014 and 2013, respectively. Futurémmm lease payments under non

cancelable operating leases as of December 31,&8@7ak follows:

2015 2016 2017 2018 2019
$573 $380 $324 $268 $123

Note 5 - Debt

Credit Facilities

We are party to a Revolving Credit, Guaranty anduity Agreement (the “Credit Agreementhd related security agreements
PNC Bank, National Association (“PNC”), which prdes us a $20 million secured aslsased revolving credit facility that includes a
million letter of credit subfacility (the “Creditde€ility”). The Credit Agreement provides that the Credit Rgcihay be increased with t
PNC'’s concurrence to $35 million prior to the Iaist months of the term, and expires on May 24, 2017

On April 30, 2014, the Company and PNC entered am@mendment (the “Amendmentt) the Credit Agreement. The Amendrr
permits the Company to commence the Share Repwdhragram described in Note 7 below, provided tapthe Company is not in defe
under the Credit Agreement, (b) the Companyhdrawn availability under the Credit Agreementat least $6 million both prior to &
immediately following any repurchase, (c) the Compa undrawn availability under the Credit Agreemdosmomestic unrestricted cash i
least $8 million both prior to and immediately flling any repurchase, and (d) the Company usesitstricted cash for such repurchase:
does not request advances against the Credit Agmaeior such purposes.

On October 28, 2014, the Company and PNC entetedhisecond amendment to the Credit Agreement whintlifies the definitio
of EBITDA in the Credit Agreement to include nonshastock- based compensation expense.

Our available borrowing limit under the Credit Ragifluctuates from time to time based on a bornmyvbase formula equal to 1
sum of up to 85% of eligible accounts receivablespihe least of (a) up to 65% of the eligible irteey and eligible foreign itransit inventory
(b) up to 85% of the appraised net orderly liqumatalue of eligible inventory and eligible foreign-transit inventory, and (c) $7.5 million,
each case subject to the definitions in the Crégieement and reserves required by PNC.

Interest is payable quarterly and will accrue omstanding indebtedness under the Credit Agreemietiieaalternate base rate,
defined in the Credit Agreement, plus the applieabhrgin or at the one, two or three month LIBO® fus the applicable margin as sele
by us from time to time and listed below.

Quarterly Average Undrawn Borrowing Applicable Margin for Alternate Base Applicable Margin for LIBOR Rate
Availability Rate Loans Loans
Greater than $8,000,0( 1.00% 2.00%
$5,000,000 up to $8,000,01 1.25% 2.25%
Less than $5,000,0( 1.50% 2.50%
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We must pay a fee on the Credit Facibtyinused availability of 0.375% per annum and cuaty letter of credit fees in addition
various collateral monitoring and related fees exgenses.

In addition to customary affirmative and negatiewenants, we must maintain a fixed charge coveratie@ as defined in the Cre
Agreement of 1:15 to 1:00, tested quarterly for ther-quarters then ended. As of December 31, 2014 we weicompliance with &
covenants. The Credit Facility is secured by suttisthy all our assets.

Any outstanding advances must be repaid upon diquiraf the term of the Credit Facility. Paymentasnhbe made during the tern
the extent outstanding advances exceed the maxiamaunt then permitted to be drawn as advances uhdeCredit Facility and from tl
proceeds of certain transactions. Upon the occoereh an event of default, the outstanding obla@atimay be accelerated and PNC will
other customary remedies.

As of December 31, 2013, we had $edistanding under the Credit Facility, an applieahterest rate of 2.17%, approximately $12
of borrowing capacity in addition to our unreseittcash on hand of $17,711, and no outstandireydedf credit related to the Credit Facility.

Note 6 - Commitments and Contingencies
a. Indemnity

Our organizational documents provide that our dinescor officers will be reimbursed for all expesis® the fullest extent permitted
law arising out of their performance.

b. Purchase Commitmen

As of December 31, 2014, we have made commitmengsrchase approximately $402 of production maciiaed equipment.

C. China

Our operating facility in China presents risksluding, but not limited to, changes in local uégory requirements, including change
labor laws, local wage laws, environmental regalai taxes and operating licenses, compliance Wigh regulatory requirements, includ
the Foreign Corrupt Practices Act, uncertaintiesoagpplication and interpretation of local lawslanforcement of contract and intellec
property rights,eminent domain claims, labor disputes, rapid charnigegovernment, economic and political policiesd ather variot
contingencies that are outside of our contedhy such event could depress our earnings and ditnee material adverse effects on our busi
financial condition and results of operations.

d. Employment Contrac

We have an employment contradhWichael D. Popielec, our President and Chief Bkee Officer, which remains in effe
until terminated by either party. This agreement/jules for a base salary, as adjusted for incseatsthe discretion of our Board of Directors,
includes incentive bonuses based upon attainmespeagified quantitative and qualitative performagoals. This agreement also provides
severance payments in the event of specified ewémésmination of employment. In addition, thgreement provides for a lump sum payme
the event of termination of employment in connettigth a change in control.

As part of our employment commencement processjoyegs are required to enter into agreements prayitbr confidentiality ¢
certain information and the assignment of rightsnieentions made by them while employed by us. €hagreements also contain cel
noncompetition and nonsolicitation provisions effex during the employment term and for varyingipds thereafter depending on position
location. There can be no assurance that we willdbe to enforce these agreements. All of our eygle agree to abide by the terms of a Co
Ethics policy that provides for the confidentialiff/certain information received during the cousséheir employment.
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e. Product Warrantie:

We estimate future costs associated with expectedupt failure rates, material usage and servictscim the development of «
warranty obligations. Warranty reserves are baseHistorical experience of warranty claims and galhewill be estimated as a percentag
sales over the warranty period. In the event thgahcesults of these items differ from the estesatn adjustment to the warranty obligation w
be recorded. Changes in our product warranty tighailiring the years ended December 31, 2014 ahd@ 2@re as follows:

2014 2013
Balance, January $ 513 $ 607
Accrual for warranties issue 122 2C
Settlements made (259 (119
Balance, December 31 $ 37¢ $ 51¢

g. Legal Matters-

We are subject to legal proceedings and claimsatise in the normal course of business. We belieatthe final disposition of su
matters will not have a material adverse effeabanfinancial position, results of operations csttflows.

Arista Power Litigation

In September 2011, we initiated an action agaimist& Power, Inc. (“Arista”and our former senior sales and engineering emg|
David Modeen (“Modeen”)n the State of New York Supreme Court, County aiye, in which we allege that Arista recruitedbalt one ¢
the members of its executive team from us, subselyjuehanged and redirected its business to comgieetly with us by using o
confidential information, and during the summeg61.1, recruited Modeen to become an Arista employ¥e allege that, as a result of act
by Arista and Modeen: (i) Modeen breached the terhtés Employee Confidentiality, Non-DisclosurepiNCompete, Nomisparagement ai
Assignment Agreement with us; (i) Modeen breacbedain agreements, duties and obligations he aygedncluding to protect and refr
from disclosing our trade secrets and confideratral proprietary information; (iii) Arista’employment of Modeen will inevitably lead to
disclosure and use of our trade secrets by Aiiistaiplation of Modeens duties and obligations to us; (iv) Arista unlallyfunduced Modeen 1
breach his agreements with and duties and obliggitio us; and (v) Arista’recruitment and employment of Modeen breacheubaostrac
between Arista and us. We seek damages as deegtrmairtrial and preliminary and permanent injuretiglief. The defendants answerec
allegations set forth in the Complaint, withoutextigag any counterclaims.

We initiated the September 2011 Complaint againssté Power to protect our customers, employeessageholders from t
unauthorized use and theft of our investments tellectual property, trade secrets and confidertirmation by Arista and its employet
Protecting our collective intellectual property antbw-how, developed at great cost to us to form our aitipe position in the marketpla
and create value for our shareholders, is a fundeaheesponsibility of all our employees.

Financial Statement Inde 57



In November 2011, Arista initiated a counterclaigaiast us, our officers, several of our directarsg one of our employees in
State of New York Supreme Court, County of Monrakleging that we and the named defendants violt#tedterms of a Confidentiali
Agreement with Arista and unfairly competed agaifAgsta by unlawfully appropriating Arista’trade secrets and that as a result of
activity, Arista has incurred damages in excess68f million. Arista sought damages, an account@mgl preliminary and permanent injunc
relief.

After various motions and discovery between thdigsramendments to Arista’'s Complaint, and fpia-conferences among 1
parties and the presiding judge over the time sirigta originally initiated its action, Arista witlrew all its remaining claims against us
our employee on October 31, 2014, and through nhexecution by the parties of a Stipulation of Distnuance With Prejudice, its ci
against Ultralife in Monroe County was discontinued

Our suit against Arista remains in Wayne Countygekehdiscovery is ongoing, and we plan to contirueigjorously pursue o
complaint against Arista. It is not possible tedict the outcome of this action, whether we wélldgranted the injunctive relief we seek, noi
monetary amount, if any, which we may be awardedishwe prevail.

Note 7 - Shareholders' Equity
a.Preferred Stock

We have authorized 1,000,000 shares of prefermdk,stvith a par value of $0.10 per share. At Decen®i, 2014, no preferred she
were issued or outstanding.

b. Common Stoc
We have authorized 40,000,000 shares of commonk,stgth a par value of $0.10 per share.

In 2014, we issued 56,898 shares of common stoockitmonemployee directors, valued at $210. In 2013, weeidsl 9,845 shares
common stock to our non-employee directors, vahtehir 3.

C. Treasury Stoc

At December 31, 2014 and 2013, we had 1,600,7311e88®R,757 shares of treasury stock outstandin, avicost of $8,420 and $7,6
respectively. On April 28, 2014, the Company’s Rbaf Directors approved a share repurchase prodtiaen“Share Repurchase Progragm”
which became effective on May 1, 2014, under whith Company has the authorization to repurchasdéoup.8 million shares of i
outstanding common stock over a period not to ek¢teelve months. Share repurchases are made amdzawe with SEC Rule 1018 using
variety of methods, which may include open markgtthases, privately negotiated transactions anckiimdes, or any combination of si
methods, in accordance with applicable insideritiga@nd other securities laws and regulations. fitheng, manner, price and amount of
repurchase will be determined at our discretion thedShare Repurchase Program may be suspendadasrd or modified by us at any ti
and for any reason. The Share Repurchase Prograsinit obligate us to repurchase any specific eamishares.

In 2014, we repurchased a total of 227,974 shafesup common stock for an aggregate consideratibi$#62, of which w
repurchased 216,754 shares under the Share Repearéhagram for an aggregate amount of $722.

d. Stock Options

We have various stodkased employee compensation plans, for which cosapien cost is recognized in the financial statdmerhe
cost is measured at the grant date, based onithaliae of the award, and is recognized as anresgoever the employeefequisite service peri
(generally the vesting period of the equity award).

Our shareholders have approved various equity-balsed that permit the grant of stock options,rigtsid stock and other equibase!
awards. In addition, our shareholders have apprthedrant of stock options outside of these plans.
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In June 2004, our shareholders adopted the 200g-Term Incentive Plan (“2004 LTIPHursuant to which we were authorized to i
up to 750,000 shares of common stock and grank stptions, restricted stock awards, stock apprietiaights and other stodéased awarc
Through shareholder approved amendments to the inT2B06, 2008, 2011, and 2013, the total numbeuttiorized under the LTIP increase
2,900,000.

In June 2014, our shareholders approved the 2014-Term Incentive Plan (2014 LTIP'@s the successor plan to the 2004 |
which expired on June 10, 2014. Under the 2014 | alfotal of 1,750,000 shares of Common Stock bellavailable for grant of awar
However, of the total number of shares of commaoulstavailable for awards under the 2014 LTIP, noertban 800,000 shares of Comr
Stock may be used for awards other than stock mptmd stock appreciation rights. Grants unde@iel LTIP may be awarded through J
2,2024.

Stock options granted under the LTIPs are eitheeritive Stock Options (“ISOs”) or Non-Qualified &toOptions (“NQSOs”)Key
employees are eligible to receive ISOs and NQSOwgtier, directors and consultants are eligibleeteive only NQSOs. Most ISOs vest ov
three- or five-year period and expire on the sithseventh anniversary of the grant date. All NQ$3sed to nommployee directors ve
immediately and expire on either the sixth or sévamniversary of the grant date. Some NQSOs issuednemployees vest immediately ¢
expire within three years; others have the saméngesharacteristics as options given to employdesof December 31, 2014, there w
2,006,122 stock options outstanding under the 200R. No options have yet been granted under tig 2a1P.

On March 7, 2008, in connection with his becomimpyed by us, we granted our Chief Financial @ffiand Treasurer, Philip A. Fe
an option to purchase 50,000 shares of common stdtk?.74 per share outside of any of our edudised compensation plans. The option is
vested and expired on March 7, 2015.

On December 30, 2010, pursuant to the terms okifmployment agreement, we granted our PresidentCénef Executive Office
Michael D. Popielec, options to purchase sharesoofmon stock under the 2004 LTIP as follows: (i)0B0 shares at $6.42, vesting in an
increments of 12,500 shares over a fpear period commencing December 30, 2011; (ii) @80 shares at $6.42, vesting in annual incremd
62,500 shares over a foyear period commencing December 30, 2011; (iii),@00 shares at $10.00, with vesting to begin ordtte the stoc
reaches a closing price of $10.00 per share fdaraing days within a 38ay trading period, with such vesting in annuaténgents of 50,0(
shares over the four anniversary dates of that daté (iv) 200,000 shares at $15.00, with vestingegin on the date the stock reaches a cl
price of $15.00 per share for 15 trading days with30eay trading period, with such vesting in annuatengents of 50,000 shares over the
anniversary dates of that date. All such optionigeims (i) and (ii) shall expire on December 301 20All such options in items (iii) and (iv) st
expire as of the later of December 30, 2017 arel wars after the initial vesting commences, butdrevent later than December 30, 2020.
options set forth in items (i), (iii) and (iv) weesubject to shareholder approval of an amendroghet2004 LTIP, which approval was obtaine
June 7, 2011.

On January 3, 2011, pursuant to the terms of hig@ment agreement, we granted our President anef ERecutive Officer, Micha
D. Popielec, an option to purchase 50,000 sharesrmafnon stock at $6.58 under the 2004 LTIP. Thepptests in annual increments of 12,
shares over a four-year period commencing DeceBthe2011. The option expires on December 30, 2017.

We recorded compensation cost related to stockmpbf $614 and $774 for the years ended Decenihe034 and 2013, respectivi
As of December 31, 2014, there was $381 of toteaognized compensation costs related to outstgredotk options, which is expected tc
recognized over a weighted average period of ladsye

We use the Black-Scholes option-pricing model toreste fair value of stockased awards. The following weighted average astsoimng
were used to value options granted during the yavaded December 31, 2014 and 2013:

Years Ended December 31

2014 2013
Risk-free interest rat 1.1(% 0.7¢%
Volatility factor 50.7(% 61.9%
Dividends 0.0(% 0.0(%
Weighted average expected life (ye: 4.1¢ 4.0¢€
Forfeiture rate 13.8% 12.3%%
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We used a Monte Carlo simulation option-pricing ®lan estimate the fair value of market performasicekbased awards, of whi
there were no new awards in the years ended Dece3hp2014 or 2013.

We calculate expected volatility for stock optidnystaking an average of historical volatility oike past five years and a computatic
implied volatility. The computation of expectedrtewas determined based on historical experienagnafar awards, giving consideration to
contractual terms of the stoblased awards and vesting schedules. The intetedorgperiods within the contractual life of theaad is based «
the U.S. Treasury vyield in effect at the time ofrgr Forfeiture rates are calculated by dividingasted shares forfeited by beginning st
outstanding. The pre-vesting forfeiture rate icuhted yearly and is determined using a histotizalve-quarter rolling average of the forfeit
rates.

The following tables summarize data for the stoaftoms issued by us:

Year Ended December 31, 201

Weighted
Weighted Average
Average Remaining Aggregate
Number Exercise Price Contractual Intrinsic
of Shares Per Share Term Value
Shares under optic— January ! 2,131,62: $ 6.9¢
Options grante: 252,50( 3.94
Options exercise (3,067) 3.67
Options forfeited or expired (324,93) 6.77
Shares under option — December 31 2,056,12. $ 6.6¢€ 38( $ —
Vested and expected to v+
December 31 1,957,63 $ 5.3¢ 3.7C $ —
Options exercisable — December 31 1,296,61 $ 5.68 3.0z $ —
Year Ended December 31, 201
Weighted
Average
Number Exercise Price
of Shares Per Share
Shares under optic— January ! 2,211,48! $ 7.4
Options grante: 228,00( 3.6(
Options exercise (3,000 3.91
Options forfeited or expired (304,86¢) 7.9¢
Shares under option — December 31 2,131,62; $ 6.9¢
Options exercisable — December 31 1,107,111 $ 6.32
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The following table represents additional inforroatabout stock options outstanding at Decembe2®14:

Option outstandini Options exercisabl
Number of Weighted-Average Number of Options
Range of Exercise Outstanding Options -Remaining Contractu  Weighted- Average Exercisable at Weighted- Average

Prices December 31, 201 Life Exercise Prict December 31, 201 Exercise Prict
$3.22- $3.9¢ 654,70( 46/ $ 3.7¢ 296,86. $ 3.7¢
$4.00- $4.9¢ 417,75 34t % 4.44 416,08 4.4¢
$5.00- $9.9¢ 488,60( 3.0 $ 6.44 488,60( 6.4¢4
$10.00- $15.0( 495,07. 3.7¢  $ 12.52 95,07 12.6:2
$3.22- $15.0( 2,056,12. 38 $ 6.6€ 1,296,61 $ 5.6%

The weighted average fair value of options gradigihg the years ended December 31, 2014 and 2883 %60 and $1.70, respectiv
The total intrinsic value of options (which is tamount by which the stock price exceeded the eseeqmice of the options on the date of exer
exercised during the years ended December 31,2@12013 was $3 and $1, respectively.

Cash flows from excess tax benefits are classidieé part of cash flows from financing activitieExcess tax benefits are realized
benefits from tax deductions for exercised optionexcess of the deferred tax asset attributabs&ack compensation costs for such options
did not record any excess tax benefits in 20140482Cash received from option exercises undestmekbased compensation plans for the y
ended December 31, 4nd 2013 was $11 and $12, teshec

e.Restricted Stock Awards

On January 29, 2013, we granted 120,000 contingestiticted stock units to our President and Chieddttive Officer, Michael [
Popielec, subject to shareholder approval, which al@ained on June 4, 2013, which vest as folldiy$0,000 shares of our common st
will vest on the later of January 1, 2014 or theedehen our common stock first reaches a closimgemf $4.00 per share for 15 trading day
a 30 trading day period; (ii) 30,000 shares of@ammon stock will vest on the later of Januarydl4£or the date when our common stock
reaches a closing price of $5.00 per share forddirtg days in a 30 trading day period; (iii) 3@aMhares of our common stock will vest on
later of January 1, 2015 or the date when our comstock first reaches a closing price of $4.00gf&re for 15 trading days in a 30 trac
day period; and (iv) 30,000 shares of our commawkswill vest on the later of January 1, 2015 ce ttate when our common stock 1
reaches a closing price of $5.00 per share forddirtg days in a 30 trading day period.

The restricted stock units described in (i) ani (iad achieved their closing price condition priorshareholder approval and w
valued at the closing price on the date of grahe Testricted stock units described in (i) and (iad not yet achieved their closing p
conditions and were valued utilizing a Monte Cailmulation to determine fair value and the derigedvice period. The weighted aver
assumptions utilized in this simulation included tiskfree interest rate of 0.21%, volatility of 59.08%dano dividend payouts. The weigh
average fair value per share was estimated at $8r&h aggregate value of $434. Of this amoun$0$dnd $284 were recognized in sell
general and administrative expenses in the yeatsceDecember 31, 2014 and 2013, respectively.

During 2014, we awarded 49,200 restricted stocksumder the 2014 LTIP to certain key employeegs€hunits vest over three ye
and we estimated their weighted average grantfdatealue to be $3.24 per share. $29 of expenserecorded in 2014 relating to these unit:
December 31, 2014, there was $130 of unrecognizeghensation expense related to restricted stockgyra
f. Reserved Shares

We have reserved 3,879,104 shares of common stodr uhe various stock option plans, warrants astricted stock awards as
December 31, 2014.
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Note 8 - Income Taxes

Current:
Federa
State
Foreign

Deferred:
Federa
State
Foreign

Our income tax provision (benefit) consists o

Total income tax provision (benefit)

Years Ended December 31,

2014 2013
$ — $ —
12 —

65 94

77 94

22C 22C

(29) (79

191 14E

$ 26¢ $ 23¢

The income tax provision (benefit) related to diggnued operations was immaterial in both years.

The deferred tax provision in both 2014 and 201@riiscipally a result of the increase in the nedfeded tax liability related to deferr
tax liabilities generated from goodwill and certainangible assets that cannot be predicted to revfersbook purposes during our I
carryforward period s.

Deferred income taxes reflect the net tax effe¢enfporary differences between the carrying amoninissets and liabilities for financ
reporting purposes and the amount used for incampurposes. Significant components of our defaardiabilities and assets are as follows:

Deferred tax liabilities
Property, plant and equipme
Intangible assets

Total deferred tax liabilities

Deferred tax asset

Property, plant and equipme

Net operating loss carryforwar

Tax credit carryforward

Intangible asse

Accrued expenses, reserves and other

Total deferred tax asst

Valuation allowance for deferred tax assets
Net deferred tax assets

Net deferred tax liabilities

Financial Statement Inde

December 31,

2014 2013

$ — $ 232
4,467 4,24;
4,46 4,47¢

88 —
20,16¢ 18,97¢
1,45¢ 1,38(
3,841 4,26¢
2,50¢ 2,98
28,05, 27,60¢
(27,95)) (27,29)
10€ 314
$ 4,35¢ $ 4,16(
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Net deferred tax liabilities is comprised of thdwing balance sheet amounts:

Years Ended December 31

2014 2013
Current deferred tax asst $ 10€ $ 91
Current deferred tax liabilities — (9)
Non-current deferred tax liabilities (4,467 (4,249

$ 4,35¢€) $ 4,16(
The valuation allowance for deferred tax asseteased $659 and $1,041 in the years ended Dec&hp2014 and 2013, respectively.

In 2014 and 2013, in the U.S. and the U.K., weioaetto report a valuation allowance for our defdrax assets that cannot be offse
reversing temporary differences. We continue takafe that, based on historical factors, it is mikey than not that we will not fully utilize o
U.S. and U.K. NOLs that have accumulated over tififee recognition of a valuation allowance on oufeded tax assets results from
evaluation of all available evidence, both positrel negative. The assessment of the realizabilithe NOLs is based on a number of fac
including, our history of net operating losses, ¥oéatility of our earnings, our historical operagivolatility, our historical inability to accurdg
forecast earnings for future periods and the caetinuncertainty of the general business climatefdake end of 2014. We believe that tt
historical factors represent negative evidenceaeifft to conclude that we should record a fullradion allowance against our deferred tax a:
In both 2014 and 2013, we have not recorded a tiatuallowance against our foreign deferred taxetssas we believe that it is more likely t
not that they will be realized. We continually assthe carrying value of this asset based on nel@rounting standards.

As of December 31, 2014, we have foreign and dom&kDLs and credit carryforwards totaling approxieiya $65,900 and $1,4(
respectively, available to reduce future taxabt®ime. Included in our NOL carryforward are foreigss carryforwards of approximately $12,
which can be carried forward indefinitely. The datie NOL carryforward of $53,500 beginning in 201Brough 2034. The domestic N
carryforward includes approximately $2,900 for vhicbhenefit will be recorded in capital in excekpay value when realized.

For financial reporting purposes, income (Jdssm continuing operations before income taxessifollows:

Years Ended December 31

2014 2013
United State: $ (1,80¢) $ (875)
Foreign 6 26
$ 180) $ (849

There are no undistributed earnings of our forsigipsidiaries, at December 31, 2014 or 2013.

The provision for income taxes differs from the ammoof income tax determined by applying the aptlie U.S. statutory federal inco
tax rate to income (loss) from continuing operatibefore income taxes as follows:

Years Ended December 31

2014 2013

Statutory income tax ra 34.(% 34.(%
(Increase) decrease in tax provision resulting fr

Equity compensatic (12.9 (38.6)

Income tax credit 4.2 13.¢

Foreign tax rate (1.9 (1.2

Valuation allowanc (36.€ (34.2)

Other (1.7) (2.7)
Effective income tax rate (14.9%) (28.2%)
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Accounting for Uncertainty in Income Ta»

Our unrecognized tax benefits related to uncetinpositions at December 31, 2014 relate to Féd@c various state jurisdictiol
The following table summarizes the activity relateadur unrecognized tax benefits:

Years Ended December 31,
2014 2013
Balance- beginning of yea $ 7,29¢ $ 7,50¢

Increases related to current year tax posit — —
Increases related to prior year tax positi — —
Decreases related to prior year tax posit — (212)
Expiration of statute of limitations for assessinof taxes — —
Settlements with taxing authorities — —

Balance — end of year $ 7,29¢ $ 7,29¢

The total unrecognized tax benefit balances at Dbee 31, 2013 was comprised of tax benefits thiagdognized, would result ir
deferred tax asset and a corresponding increaser imaluation allowance. As a result, because #mefit would be offset by an increase in
valuation allowance, there would be no net effecbor effective tax rate or income tax provision.

We are not required to accrue interest and pesadtiethe unrecognized tax benefits have been metas a decrease in our N
Interest and penalties would begin to accrue irpméod in which the NOLSs related to the uncertaixpositions are utilized. We do not ex;
our unrecognized tax benefits to change signifigamter the next twelve months.

As a result of our operations, we file income ta&turns in various jurisdictions including U.S. feale U.S. state and forei
jurisdictions. We are routinely subject to examimaty taxing authorities in these various jurisidies. Our U.S. tax matters for the years -
through 2014 remain subject to examination by titerhal Revenue Service (“IRSHue to our NOL carryforwards. Our U.S. tax matter
the years 2001 through 2014 remain subject to exation by various state and local tax jurisdictiole to our NOL carryforwards. Our
matters for the years 2008 through 2013 remainestilip examination by the respective foreign tavisdliction authorities. The IRS
examining our U.S. income tax returns through 2013.

Note 9 - 401(k) Retirement Benefit Plan

We maintain a defined contribution 401(k) plan aing substantially all employees. Employees caririmrte a portion of their salary
wages as prescribed under Section 401(k) of tieeriat Revenue Code and, subject to certain liroitatiwe may, at the discretion of our Boat
Directors, authorize an employer contribution base@ portion of the employees' contributions. Sid@nuary 2010, we have matched 50% ¢
first 4% contributed by an employee, or a maximufr2% of the employeg’ income. For 2014 and 2013, we contributed $163 %89
respectively, to the 401(k) plan.

Note 10 - Business Segment Information

We report our results in two operating segmentsteBa & Energy Products and Communications Systérhe Battery & Enerc
Products segment includes: lithium 9-volt, cylimdti and various other naechargeable batteries, in addition to rechargeablteries
uninterruptable power supplies, charging systent arcessories. The Communications Systems segmelntdés: RF amplifiers, pow
supplies, cable and connector assemblies, amplsiikers, equipment mounts, case equipment, aéegcommunication system Kkits
communications and electronics systems dedigm.believe that reporting performance at the gposéit level is the best indicator of segmr
performance. As such we report segment performainite gross profit level and operating expensd3axporate charges.
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2014:

Battery & Communi-
Energy cations Discontinued
Products Systems Operations  Corporate Total
Revenue $ 56,77: $ 9,72: $ — % — $ 66,49
Segment contributio 15,51¢ 3,83¢ — (20,797 (1,449
Interest expense, n (20%) (20%)
Miscellaneous (1549) (159
Income tax provisiol (26¢) (26¢)
Income (loss) from discontinued operati (612) (612)
Noncontrolling interest 15 15
Net loss attributable to Ultralife $ (2,110
Total asset $ 38,41t $ 29,05¢ $ 20,17 $ 87,64:
Capital expenditure 1,40(C 1,06¢ 20€ 2,672
Goodwill 4,91« 11,49: 16,40°
Depreciation and amortizatic 2,08¢ 89 95t 3,13:
Stocl-based compensati 28 4 971 1,00:
2013:
Battery & Communi-
Energy cations Discontinued
Products Systems Operations  Corporate Total
Revenue $ 57,077 $ 21,75¢ $ —  $ — $ 78,83t
Segment contributio 14,33¢ 8,28: — (23,245 (629
Interest expense, n (299 (299
Miscellaneous (26) (26)
Income tax provisiol (239) (239
Income (loss) from discontinued operati 12¢ 12¢
Noncontrolling interest 34 34
Net loss attributable to Ultralife $ (926)
Total asset $ 40,85. % 30,06¢ $ 19,27 $ 90,19/
Capital expenditure 63E 131 76€
Goodwill 4,92¢ 11,49: 16,41¢
Depreciation and amortizatic 2,07¢ 127 1,15¢€ 3,35¢
Stocl-based compensatic 20 12 @) 1,10¢€ 1,131
U.S. and NonU.S. Revenue Information (in millions)t-:
Total Non-United
2014 Revenue United States States
Battery & Energy Produc $ 56.¢ $ 30.7 $ 26.1
Communications Systems 9.7 8.7 1.C
Total $ 66. $ 39. $ 27.1
59% 41%
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Total Non-United

2013: Revenue United States States
Battery & Energy Produc! $ 57.1 $ 33.2 $ 23.7
Communications Systems 21.7 16.€ 4.C

Total $ 78.¢ $ 50.2 $ 28.€
64% 36%

1 sales classified to U.S. include shipments to B&Sed prime contractors which in some cases mag sen-U.S. projects

Longived assets (including goodwill and intangibleeds} held outside the U.S., principally in Chinarev$5,153 and $4,749 at Decembe
2014 and 2013, respectively.

Commercial and Government/Defense Revenue Informain:

Total Government/
2014: Revenue Commercial Defense
Battery & Energy Produc! $ 56.¢ $ 35.¢ $ 21k
Communications Systems 9.7 — 9.7
Total $ 66.E $ 35.7 $ 31.2
53% 47%
Total Government/
2013: Revenue Commercial Defense
Battery & Energy Produc $ 57.1 $ 26.€ $ 30.t
Communications Systems 21 — 21.7
Total $ 78.¢ $ 26.€ $ 52.2
34% 66%

Note 11 - Fire at Manufacturing Facility

In June 2011, we experienced a fire that damagediaénventory and machinery and equipment at faaility in China. The fir
occurred after business hours and was fully extifegaa quickly with no injuries, and the plant wagkin full operation shortly thereafter with
significant disruption in supply or service to @mers. We maintain adequate insurance coverageisasperation.

The total amount of the loss pertaining to assats the related expenses was approximately $1,588ding damaged invento
business interruption and lost profits. Previougnments received against the loss claim total apprately $1,286, and no gain or loss has
recognized upon receipt of these partial paymexgsof December 31, 2014, we reflect a receivaldenfthe insurance company relating to
claim of $184, which is net of our deductible opagximately $132, and represents additional proseeel expect to receive when the ins
finalizes the claim.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNT ANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Evaluation Of Disclosure Controls And Procedures- Our president and chief executive officer (printipgecutive officer) and o
chief financial officer and treasurer (principatdncial officer) have evaluated our disclosure migtand procedures (as defined in Secu
Exchange Act Rule 1385(¢e)) as of the end of the period covered byahizual report. Based on this evaluation, our peesiend chief executi
officer and chief financial officer and treasurencluded that our disclosure controls and procedwie effective as of such date.

Changes In Internal Controls Over Financial Reporthg — There has been no change in our internal contret émancial reportin
(as defined in Securities Exchange Act Rule 13&f(at occurred during the fourth quarter of thedlsear covered by this annual report
has materially affected, or is reasonably likelyrtaterially affect, our internal control over fir@al reporting.

Managements Report on Internal Control over Financial Reporting — Our management team is responsible for establishim
maintaining adequate internal control over ourrfial reporting. Our internal control over finardiaporting is a process designed to pro
reasonable assurance regarding the reliabilitynaftial reporting and the preparation of finansiatements for external purposes in accorc
with generally accepted accounting principles. Bseaof the inherent limitations of internal contsystems, our internal control over finan
reporting may not prevent or detect misstateméits, projections of any evaluation of effectivenés future periods are subject to the risk
controls may become inadequate because of chamgeaditions, or that the degree of compliance wiilicies or procedures may deteriorate.

Our management assessed the effectiveness of teanah control over financial reporting as of Deb&m31, 2014. In making tt
assessment, we used the criteria set forth by timan@ittee of Sponsoring Organizations of the Tread@ammission (“COSO"Jn Interna
Controldntegrated Framework. Based on our assessmenipnatuded that, as of December 31, 2014, our inteavarol over financial reportir
was effective based on those criteria .

ITEM 9B. OTHER INFORMATION

None.
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PART IlI

The information required by Part Ill, other thansas forth in Item 12, and each of the followirgniis is omitted from this report and \
be presented in our definitive proxy statementdXyrStatement”}o be filed pursuant to Regulation 14A, not latert 120 days after the enc
the fiscal year covered by this report, in conmectwith our 2014 Annual Meeting of Shareholdersjciwhinformation included therein
incorporated herein by reference.

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORAT E GOVERNANCE

The sections entitled "Election of Directors"”, "Exéve Officers”, "Section 16(a) Beneficial OwndfstiReporting Compliance" a
"Corporate Governance" in the Proxy Statementrarerporated herein by reference.
ITEM 11. EXECUTIVE COMPENSATION
The sections entitled "Executive Compensation”,réBliors Compensation”, “Employment Arrangemendsid "Compensation a
Management Committee " in the Proxy Statementren@porated herein by reference.
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The section entitled “Security Ownership of Cert&8aneficial Owners” and “Security Ownership of Mgeaent”in the Prox
Statement is incorporated herein by reference.

Equity Compensation Plan Information

Number of
securities
remaining
Number of available for
securities to be future issuance
issued upon Weightedaveragt under equity
exercise of exercise price of compensation

outstanding
options, warrants

outstanding
options, warrants

plans (excluding
securities reflecte

and rights and rights in column (a))
Plan Categor (a) (b) (c)
Equity compensation plans approved by securitydrs 2,006,12. $ 6.5(C 1,683,78;
Equity compensation plans not approved by sechatgers 50,00( 12.7¢ —
Total 2,056,12; $ 6.6€ 1,683,78;

See Note 7 in Notes to Consolidated Financial Bitatgs for additional information.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE

The section entitled "Corporate Governance - Gdhigréghe Proxy Statement is incorporated hereirrdfgrence.
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ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The section entitled "Proposal to Ratify the Sétecbf Independent Registered Accounting FirrRrincipal Accountant Fees ¢
Services" in the Proxy Statement is incorporataeiheby reference.

PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

(a) Documents filed as part of this report:

1. Financial Statemen

The financial statements and schedules requiredi®ytem 15 are set forth in Part Il, Item 8 abtreport.

(b) Exhibits. The following exhibits are filed as a part ofstihéport:

Exhibit
Index Description of Document Incorporated By Reference from:
2.1 Stock Purchase Agreement by and between BCF Exhibit 2.1 of the Form 10-Q for the quarter eshde
Solutions, Inc. and Ultralife Corporatic September 30, 2012, filed November 8, 2
3.1 Restated Certificate of Incorporation Exhibit of the Form 10-K for the year ended
December 31, 2008, filed March 13, 2(
3.2 Amended and Restated By-laws Exhibit 3.2hefform 8-K filed December 9, 2011
4.1 Specimen Stock Certificate Exhibit 4.1 of B@m 10-K for the year ended
December 31, 2008, filed March 13, 2(
10.1* Technology Transfer Agreement relating to Exhibit 10.19 of our Registration Statement onnfr&-
Lithium Batteries 1 filed on October 7, 1994, File No. 33-84888 (the
“1994 Registration Statem:”)
10.2* Technology Transfer Agreement relating to Exhibit 10.20 of the 1994 Registration Statement
Lithium Batteries
10.3* Amendment to the Agreement relating to Exhibit 10.24 of our Form 10-K for the fiscal yearded
rechargeable batteries June 30, 1996 (this Exhibit may be found in SE@ Fil
No. (-20852)
10.4t Ultralife Corporation 2014 Long-Term Incegtiv Appendix A to our Definitive Proxy Statement @len
Plan April 21, 2014
10.5% Ultralife Batteries, Inc. Amended and Restate Exhibit 99.2 of our Registration Statement onrr@&-8
2004 Lon+-Term Incentive Pla filed on July 26, 2004, File No. 3-117662
10.6% Amendment No. 1 to Ultralife Batteries, Inc. Exhibit 99.3 of our Registration Statement onrir@-8
Amended and Restated 2004 Long-Term filed August 18, 2006, File No. 333-136737
Incentive Plar
10.7t Amendment No. 2 to Ultralife Batteries, Inc. Exhibit 99.4 of our Registration Statement onrr@&-8

Amended and Restated 2004 Long-Term
Incentive Plar
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Exhibit
Index
10.8t

10.9%

10.10t

10.11t

10.12

10.13t

10.14t

10.15

10.16t

10.17t

10.18t

10.19

10.20

21
23.1
31.1
31.2
32

Description of Document

Amendment No. 3 to Ultralife Batteries, Inc.
Amended and Restated 2004 Long-Term
Incentive Plar

Employment Agreement between the Registrant
and Peter F. Comerfol

Employment Agreement between the Registrant
and Michael D. Popielec dated December 6,
2010

Revised definition of “Change in Controlt fo
Ultralife Corporation Amended and Restated
2004 Lon+-Term Incentive Pla

Settlement Agreement between the Registrant
and the United States of America dated June 1,
2011

Amendment No. 4 to Ultralife Corporation
Amended and Restated 2004 Long-Term
Incentive Plar

Amendment No. 5 to Ultralife Corporation
Amended and Restated 2004 Long-Term
Incentive Plar

Revolving Credit, Guaranty, and Security
Agreement between Ultralife Corporation and
PNC Bank, National Association, dated May 24,
2013

Retirement and Consulting Agreement, Release
and Waiver of All Claims, between Ultralife
Corporation and Peter F. Comerford, dated May
28,2013

Restricted Stock Unit Agreement between
Ultralife Corporation and Michael D. Popielec.
Dated June 4, 201

Amended No. 6. to Ultralife Corporation
Amended and Restated 2004 Long-Term
Incentive Plar

Amendment No. 1, dated April 30, 2014, ® th
Revolving Credit, Guaranty, and Security
Agreement between Ultralife Corporation and
PNC Bank, National Association, dated May 24,
2013

Amendment No. 2, dated October 28, 2014, to
the Revolving Credit, Guaranty, and Security
Agreement between Ultralife Corporation and
PNC Bank, National Association, dated May 24,
2013

Subsidiaries

Consent of Bonadio & Co.,LLP
CEO 302 Certifications

CFO 302 Certifications

906 Certifications
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Incorporated By Reference from:

Exhibit 99.5 of our Registration Statement onrir@-8
filed November 13, 2008, File No. 333-155349

Exhibit 10.30 of the Form 10-K for the year ended
December 31, 2009, filed March 16, 2(

Exhibit 10.40 of the Form 10-K for the year ended
December 31, 2010, filed March 15, 2011

Exhibit 10.1 of the Form 8-K filed on May 26, 201
Exhibit 10.1 of the Form 8-K filed on June 2, 201
Exhibit 4.5 of the Registration Statement on F&+&
filed on January 30, 2012, File No. 333-179235
Exhibit 10.1 of the Form 8-K filed on May 26, 201

Exhibit 10.1 of the Form 10-Q for the quarter etd
June 30, 2013, filed August 9, 2013

Exhibit 10.1 of the Form 10-Q for the quarter etd
June 30, 2013, filed August 9, 2013

Exhibit 10.1 of the Form 10-Q for the quarter etd
June 30, 2013, filed August 9, 2013

Appendix A of Form DEF 14A filed on April 22, 281

Exhibit 10.1 of the Form 10-Q for the quarter etd
March 30, 2014, filed May 9, 2014

Exhibit 10.1 of the Form 10-Q for the quarter etd
September 28, 2014, filed November 3, 2014

Filed herewith
Filed herewith
Filed herewith
Filed herewith

Filed herewitt



Exhibit

Index Description of Document Incorporated By Reference from:
100.INS XBRL Instance Documet Filed herewitt
100.SCH XBRL Taxonomy Extension Schema Docum Filed herewitr
100.CAL XBRL Taxonomy Calculation Linkbase Filed herewith
Documenti
100.LAB XBRL Taxonomy Label Linkbase Docume Filed herewitr
100.PRE XBRL Taxonomy Presentation Linkbase Filed herewith
Document
100.DEF XBRL Taxonomy Definition Documer Filed herewitr

* Confidential treatment has been granted as t@aiceportions of this exhibit.

T Management contract or compensatory plan or geraent.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regiisthas duly caused this repoi
be signed on its behalf by the undersigned, theoeduly authorized.

ULTRALIFE CORPORATION

Date: March 10, 2015 /sl Michael D. Popielec

Michael D. Popiele:
President, Chief Executive Officer and Direc

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpwhe following persons
behalf of the Registrant and in the capacities@nthe dates indicated.

Date: March 10, 2015 /s/ Michael D. Popielec
Michael D. Popiele:
President, Chief Executive Officer and Direc
(Principal Executive Officer

Date: March 10, 2015 /s/ Philip A. Fain
Philip A. Fain
Chief Financial Officer and Treasui
(Principal Financial Officer and Princip
Accounting Officer)

Date: March 10, 2015 /s/Steven M. Andersa
Steven M. Anderson (Directa

Date: March 10, 2015 /s/ Thomas L. Saeli
Thomas L. Saeli (Directo

Date: March 10, 2015 /s/ Robert W. Shaw |
Robert W. Shaw Il (Directol

Date: March 10, 2015 /s/ Ranijit C. Singt
Ranijit C. Singh (Director

Date: March 10, 2015 /s/ Bradford T. Whitmore
Bradford T. Whitmore (Directol
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Index to Exhibits

21 Subsidiaries

23.1 Consent of Bonadio & Co., LL

31.1 Certification of Chief Executive Officer Puasu to Rule 13a-14(a) of the Securities ExchangeofA£934, as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 200z

31.2 Certification of Chief Financial Officer Puesu to Rule 13a-14(a) of the Securities ExchangeoA&934, as adopted
pursuant to Section 302 of the Sarbi-Oxley Act of 200z

32 Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 200z

101.INS XBRL Instance Documer

101.SCH XBRL Taxonomy Extension Schema Docum
101.CAL  XBRL Taxonomy Calculation Linkbase Docum
101.LAB  XBRL Taxonomy Label Linkbase Docume
101.PRE  XBRL Taxonomy Presentation Linkbase Docum
101.DEF XBRL Taxonomy Definition Documer
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Exhibit 21

SUBSIDIARIES

We have a 100% ownership interest in Ultralife 8a#s (UK) Ltd., incorporated in the United Kingdom

We have a 100% ownership interest in ABLE New EnéZg., Limited, incorporated in Hong Kong, whichstea100% ownership interest in
ABLE New Energy Co., Ltd, incorporated in the Pe&dpRepublic of China.

We have a 100% ownership interest in Ultralife EyeBervices Corporation, incorporated in Florida.

We have a 51% ownership interest in Ultralife Badte India Private Limited, incorporated in India.



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referéndbe Registration Statements on Forms S-8 (R83:117662, 333-136737, 335534¢

and 333179235) of our report dated March 10, 2015 on tbesolidated financial statements of Ultralife Cagtmn for the year end
December 31, 2014, which appear in this Form 10-K.

/s/ Bonadio & Co., LLF
Pittsford, New York
March 10, 201!




Exhibit 31.1

I, Michael D. Popielec, certify that:

1. | have reviewed this annual report on Form 16fKlltralife Corporation;

2. Based on my knowledge, this report does not cordain untrue statement of a material fact or omistate a material fe
necessary to make the statements made, in ligtiteo€ircumstances under which such statements mvade, not misleadil
with respect to the period covered by this ref

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in a
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presen
in this report;

4, The registran$’ other certifying officer(s) and | are responsifide establishing and maintaining disclosure cdatranc
procedures (as defined in Exchange Act Rules 18a)Hhd 15dt5(e)) and internal control over financial repagti@as define
in Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurée tesigne

under our supervision, to ensure that material rimfdion relating to the registrant, including itenesolidate
subsidiaries, is made known to us by others withose entities, particularly during the period ihieh this report |
being preparec

b) Designed such internal control over financial réipgr or caused such internal control over finaiheéporting to b
designed under our supervision, to provide readeragsurance regarding the reliability of finaneggorting and tr
preparation of financial statements for externappees in accordance with generally accepted atiogyprinciples;

C) Evaluated the effectiveness of the registganlisclosure controls and procedures and presentéais report oL
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thedeovered by th
report based on such evaluation; .

d) Disclosed in this report any change in the tegit's internal control over financial reporting thatoaed during th
registrant’s most recent fiscal quarter (the reaigts fourth fiscal quarter in the case of an annupbmg that ha
materially affected, or is reasonably likely to erélly affect, the registrarg’internal control over financial reporti
and

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobove
financial reporting, to the registrant’s auditorglahe audit committee of registrantoard of directors (or persons perforn
the equivalent functions
a) All significant deficiencies and material weaknesgethe design or operation of internal contratrofinancial reportin

which are reasonably likely to adversely affectibgistrants ability to record, process, summarize and repahcia
information; anc

b) Any fraud, whether or not material, that involvearmagement or other employees who have a significéatin the
registran’s internal control over financial reportir

Date: March 10, 2015 /s/ Michael D. Popiele

Michael D. Popiele:
President and Chief Executive Offic



Exhibit 31.2

[, Philip A. Fain, certify that:

1. | have reviewed this annual report on Form 16fKlltralife Corporation;

2. Based on my knowledge, this report does not cordain untrue statement of a material fact or omistate a material fe
necessary to make the statements made, in ligtiteo€ircumstances under which such statements mvade, not misleadil
with respect to the period covered by this ref

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in a
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presen
in this report;

4, The registran$’ other certifying officer(s) and | are responsifide establishing and maintaining disclosure cdatranc
procedures (as defined in Exchange Act Rules 18a)Hhd 15dt5(e)) and internal control over financial repagti@as define
in Exchange Act Rules 1-15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and proceduresaused such disclosure controls and procedurée tesigne

under our supervision, to ensure that material rimfdion relating to the registrant, including itenesolidate
subsidiaries, is made known to us by others withose entities, particularly during the period ihieh this report |
being preparec

b) Designed such internal control over financial réipgr or caused such internal control over finaiheéporting to b
designed under our supervision, to provide readeragsurance regarding the reliability of finaneggorting and tr
preparation of financial statements for externappees in accordance with generally accepted atiogyprinciples;

C) Evaluated the effectiveness of the registganlisclosure controls and procedures and presentéais report oL
conclusions about the effectiveness of the disctosantrols and procedures, as of the end of thedeovered by th
report based on such evaluation; .

d) Disclosed in this report any change in the tegit's internal control over financial reporting thatoaed during th
registrant’s most recent fiscal quarter (the reaigts fourth fiscal quarter in the case of an annupbmg that ha
materially affected, or is reasonably likely to erélly affect, the registrarg’internal control over financial reporti
and

5. The registrans other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobove
financial reporting, to the registrant’s auditorglahe audit committee of registrantoard of directors (or persons perforn
the equivalent functions
a) All significant deficiencies and material weaknesgethe design or operation of internal contratrofinancial reportin

which are reasonably likely to adversely affectibgistrants ability to record, process, summarize and repahcia
information; anc

b) Any fraud, whether or not material, that involvearmagement or other employees who have a significéatin the
registran’s internal control over financial reportir

Date: March 10, 2015 /s/ Philip A. Fain

Philip A. Fain
Chief Financial Officer and Treasui



Exhibit 32
Section 1350 Certification

Pursuant to 18 U.S.C. Section 1350, as adoptedigmiréo Section 906 of the Sarbanes-Oxley Act @220Section 906")Michael D. Popiele
and Philip A. Fain, the President and Chief Exeeutdfficer and Chief Financial Officer and Treasurespectively, of Ultralife Corporatic
certify that (i) the Annual Report on Form 10-K tbe year ended December 31, 2014 fully complidl thie requirements of Section 13(a) or 1
(d) of the Securities Exchange Act of 1934 andtfi§ information contained in such report fairhegents, in all material respects, the finai
condition and results of operations of Ultralifer@aration.

A signed original of this written statement reqditey Section 906 has been provided to Ultralifep@eation and will be retained by Ultral
Corporation and furnished to the Securities ancherge Commission or its staff upon request.

Date: March 10, 2015 /s/ Michael D. Popiele

Michael D. Popiele:
President and Chief Executive Offic

Date: March 10, 2015 /s/ Philip A. Fair

Philip A. Fain
Chief Financial Officer and Treasul

This certification is being furnished as required Rule 13a-14(b) under the Securities Exchangeohd934, as amended (th&xchang
Act”), and Section 1350 of Chapter 63 of Title if&te United States Code, and shall not be deerfiled™ for purposes of Section 18 of
Exchange Act or otherwise subject to the liabitifythat Section. This certification shall not keedhed to be incorporated by reference intc
filing under the Securities Act of 1933, as amendedhe Exchange Act, except to the extent thaspexifically incorporate this certificati
by reference.



